CARDIFF

UNIVERSITY
PRIFYSGOL

(AFRDYD

ROLE OF THE STATE AND MARKET IN LOW
COST HOUSING PROVISION:
THE CASE STUDY OF OPEN REGISTRATION
SYSTEM (ORS) FOR LOW COST HOUSE
BUYERS IN MALAYSIA

SYAFIEE SHUID

PhD 2011



UMI Number: U564737

All rights reserved

INFORMATION TO ALL USERS
The quality of this reproduction is dependent upon the quality of the copy submitted.

In the unlikely event that the author did not send a complete manuscript
and there are missing pages, these will be noted. Also, if material had to be removed,
a note will indicate the deletion.

Dissertation Publishing

UMI U564737
Published by ProQuest LLC 2013. Copyright in the Dissertation held by the Author.
Microform Edition © ProQuest LLC.
All rights reserved. This work is protected against
unauthorized copying under Title 17, United States Code.

ProQuest LLC
789 East Eisenhower Parkway
P.O. Box 1346
Ann Arbor, Ml 48106-1346



ROLE OF THE STATE AND MARKET IN LOW COST
HOUSING PROVISION: THE CASE STUDY OF OPEN
REGISTRATION SYSTEM (ORS) FOR LOW COST
HOUSE BUYERS IN MALAYSIA

SYAFIEE SHUID

Bachelor in Town and Regional Planning (UiTM),
M Sc. Housing (USM)

A thesis submitted in partial fulfiiment for the degree of Doctor of Philosophy (PhD) in
the School of City and Regional Planning, Cardiff University

Supervisors:

Dr Pauline Card
Professor Fulong Wu

June 2011



Form: PGR_Submission_200701

NOTICE OF SUBMISSION OF THESIS FORM: CARD] FF
POSTGRADUATE RESEARCH UNIVERSITY

PRIFYSGOL

CAERDYD

DECLARATION

This work has not previously been accepted in substance for any degree and is not concurrently
submitted in candidatu

Signed ................. kX2 ... (SYAFIEE SHUID) ~ Date ......... 2 e [0l

STATEMENT 1

This thesis is being submitted in partial fulfillment of the requirements for the degree of PhD

: . 2 [e
Signed ................... / (SYAFIEE SHUID) Date .......72L . [0 .
STATEMENT 2

This thesis is the result of my own independent work/investigation, except where otherwise stated.
Other sources are ackng d by explicit references. '

Signed ................. . / .............. (SYAFIEE SHUID) Date ... 2[< /281"

STATEMENT 3

| hereby give consent for my thesis, if accepted, to be available for photocopying and for inter-
library loan, and for the title and summary to be made available to outside organisations.

(SYAFIEE SHUID) Date 3/'6 /'LOI[

STATEMENT 4: PREVIOUSLY APPROVED BAR ON ACCESS

| hereby give consent for my thesis, if accepted, to be available for photocopying and for inter-
library loans after expiry of a bar on access previously approved by the Graduate
Development Commi




Form: PGR_Submission_200701

NOTICE OF SUBMISSION OF THESIS FORM: CARDIFF
UNIVERSITY

POSTGRADUATE RESEARCH

PRIFYSGOL
(AERDYD

NOTICE OF SUBMISSION OF THESIS: POSTGRADUATE RESEARCH DEGREES
Please TYPE or write in BLACK ink and use BLOCK capitals

SECTION A: TO BE COMPLETED BY THE CANDIDATE AND SUBMITTED WITH THE THESIS

CANDIDATE'S LAST NAME | SYAFIEE

CANDIDATE'S FIRST NAME(S) | SHUID

CANDIDATE'S ID NUMBER | 0621028

SCHOOL | City and Regional Planning

Please circle appropriate degree title

TITLE OF DEGREE | EdD, EngD, DSW, DClinPsy, DHS, MCh, MD, MPhil, MScD
by Research, PhD

ROLE OF THE STATE AND MARKET IN LOW COST
HOUSING PROVISION: THE CASE STUDY OF OPEN
REGISTRATION SYSTEM (ORS) FOR LOW COST
HOUSE BUYERS IN MALAYSIA

FULL TITLE OF THESIS

IS THIS A RESUBMISSION? | YES/NO

THESIS SUBMITTED FOR | Permanent Binding [4

FULL ADDRESS FOR RECEIPT
OF RESULT LETTER, DEGREE | NO 22 JALAN AU3/14 MEDAN SRI KERAMAT 54200
CERTIFICATE AND DETAILS OF | KUALA LUMPUR MALAYSIA
THE GRADUATION CEREMONY

You must notify Cardiff University immediately if this
address changes via: postgraduate@cardiff.ac.uk

DO YOU WISH TO ATTEND THE DEGREE CEREMONY YES / @

CONTACT TELEPHONE (WITH DIALLING CODE) | 603 41071842

EMAIL ADDRESS shuids@ca‘gdiff_ag.uk / ssyafiee@iium.edu.my

7

CANDIDATE SIGNATURE \ W : DATE 2 /e /wu
T

A



mailto:Dostaraduate@cardiff.ac.uk
mailto:ssvafiee@iium.edu.mv

ACKNOWLEDGEMENTS

These acknowledgements cannot thank those hose assistance | received during the
course of my PhD research. However | would like to present to my thanks those people
without whom this thesis would not have been possible. Their encouragement,
suggestion and kindness led me to overcome every difficulty that | counted during the
past few years.

| must firstly thank Dr Pauline Card and Professor Fulong Wu for supervising my thesis
with endiess patience and enthusiasm. The support and professional advice offered a
clear direction every time that | was lost. | would also like to thank two panel members:
Professor David Clapham and Dr Susan Moore (currently attached with London School
of Economic) who did not hesitate to give useful comments and help me clarify my
research framework and research questions. Not to forget my extermal examiner
Professor Ya Ping Wang and internal examiner Dr Bob Smith who thoroughly read my
thesis and asked me to do very minor correction after the viva.

| wish to thank the interviewees who kindly agreed to be interviewed and provided
valuable material for this research. In Particular Dr Baharuddin Mat Asek and Mrs
Farmuhayati of National Housing Department (NHD), Mr Norhanizan of Selangor
Housing and Property Board, the private developer representatives and Sri Meranti low
cost house buyers.

| also thank my friends Dr Nezar and Dr Kele in CPLAN who always inspire me when |
was depressed and lost focus. Also to my Malaysian friends and families in Cardiff
particularly Mr Rahman, Dr Massudi, Mr Fakri, Mr Nazri and Mr Halikul.

Finally, families are always my solid supporters especially my wife, Masayu Mohamed
Yunus and my three sons, Muhamad Haikal, Muhammad Harith and Muhammad
Imran. Without encouragement from, | would not have been possible to complete this
long-term study. Not to forget my mother Fatimah Mohd Said, father in-law Mr
Mohamed Yunus Abdullah and mother in-law Mrs Patimah Hussain for their continuous
du’a for my success.

My apologies to anyone who offered assistance particular in CPLAN but is not
acknowledged. It is purely there are too many kind persons providing their help to be
indicated in this page.



SUMMARY

The aim of this research is to examine the role of the state and market in low cost
housing allocation in Malaysia in the context of a global trend towards neo-liberalism.
This research explores the transformation in low cost housing provision in Malaysia
particularly in the allocation process.

The research is premised on a qualitative research paradigm using case study
research design. The low cost housing allocation system in Malaysia under the Open
Registration System (ORS) was selected as a case study to determine the role of the
state and market in housing allocation. Meanwhile the State of Selangor was selected
to study the implementation of ORS at the state level. The research framework was
based on the Structure of Housing Provision (SHP) approach in order to determine the
changes in housing provision system in Malaysia since the 1950s and to identify the
key players involved in the low cost housing production and allocation process. The
method of data collection was based on the analysis of documents, qualitative
interviews and a group interview.

The key findings include, firstly, the fact that housing provision in Malaysia shows no
sign of convergence with the Western neo-liberal model. The state continues to control
and regulate the market in low cost housing allocation through ORS. Secondly,
although low cost housing production shows trends of commodification since the early
1990s, but the allocation process remains the sole responsibility of the state and is
highly decommodified. Thirdly, most low cost house buyers prefer the market to
manage the allocation for private low cost housing. Finally, ORS implementation
shows the state is dominant in housing provision in Malaysia, which is synonymous
with the developmental state approach.
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CHAPTER 1:
INTRODUCTION



1.1

1.2

CHAPTER 1:

INTRODUCTION

INTRODUCTION

The purpose of this chapter is to set the scene for the whole study and briefly outline
the structure of the thesis, which is divided into eight sections and includes the
background to the research, the research problem, research aim and objectives and
the key research questions. Meanwhile other sections focus on explaining the
significance of the research, the theoretical and research framework and the

research process.

BACKGROUND TO THE RESEARCH

The neo-liberal transformation started in many countries in the 1980s and has been
propagated by international agencies, particularly the International Monetary Fund
(IMF) and the World Bank (see Zanetta, 2004; Davis, 2006; Jenkins et al., 2007). In
developing countries, the transformation was achieved through Structural Adjustment
Programmes (SAPs) to address debt issues and economic growth (Zanetta, 2004,
p.3) .The neo-liberalist development policies accomplished through SAPs offered
market oriented development strategies, minimal roles for the state, the promotion of
‘free’ trade, financial discipline, the seeking of comparative advantage, and targeted
prosperity through economic growth (Jenkins et al., 2007, p.45). Clearly the most
prominent features of neo-liberal thinking are its emphasis on maximising the role of
the market and minimising the interventionist role of the state (see Moody, 1997,

Brenner and Theodore, 2003). The neo-liberal ideology requires the replacement of



interventionism by more non-interventionist states, and encourages the expansion of
market forces by undertaking various market-friendly policies (Watton and Seddon,
1994, p.335). Malaysia is one of the East Asian developing countries that accepted
World Bank structural adjustment packages and began economic liberalisation in
1986 (see Horton et al., 1994, Jomo, 1999).

However, in the context of East Asian developing countries including Malaysia,
during the post-independence period there emerged a form of developmental state
which adopted various state-centred, interventionist development plans and
programmes to reduce foreign ownership, enhance economic self-reliance,
redistribute income, develop infrastructure, and promote the overall living standards
of the people (see Wise, 1990; Haque, 1999). Remarkably, the ideological shift
towards more market oriented policies advanced by capitalist countries such as the
United Kingdom and United States of America put pressure on many East Asian
countries to abandon the developmental state approach and adopt neo-liberal reform
(Haque, 1999, p.198).

Therefore, since the early 1980s the statist development programmes have
increasingly been replaced by market oriented policies through privatisation,
deregulation and liberalisation under neo-liberal regimes. The neo-liberal advocates
not only wish to revive market forces, but also at the same time dismantle the basic
economic and welfare rights of the citizen such as education, economy security and
health provision (King 1987, p. 3). The role of the market and non-governmental
organisations has been extended and increasingly governments are relying on the
market to provide public housing (World Bank 1993). Governments were advised to
abandon their earlier role as producers of housing and to adopt an enabling role of
managing the housing sector as a whole. During the Asian Financial Crisis of 1997-
1998, the IMF renewed its commitment to imposed neo-liberal reform in the East
Asian countries affected by the crisis, particularly those seeking financial aid to
rescue their crumbling economies (Robison and Hewison, 2005, p. 184).

This ideological shift from a state-centred to a market-driven perspective has had a
significant impact on the role of the state and market in housing provision in many
East Asian countries. However, the outcome of neo-liberal reform in the housing
sector is still uneven between countries in the region. Studies on the role of the state
and market with regard to housing provision in a few East Asian countries show
mixed results (Zhang and Sheng, 2002, p.2). China, Thailand and Taiwan
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demonstrate the increasing role of the market. Meanwhile, Malaysia is an exception
to the broad-based trend of market-orientated reform, since there is a strong
reluctance to relax state control and promote market mechanisms. The state still
maintains its tradition of strong intervention in housing and even restricts the

distribution of low income housing developed by the private sector.

Thus, a research on the role of the state and the market in housing provision in
Malaysia can provide a useful contribution to the literature on why some East Asian
countries are still reluctant to adopt neo-liberal housing policies. This research will
focus on the role of the state and the market in low cost housing provision in
Malaysia in the context of political economy changes over the last 30 years under
global neo-liberal economic regimes. Low cost housing in the context of Malaysia
refers to houses with a sale price of less than RM42,000 per unit, targeted at
households with an income not exceeding RM1,500 per month (MHLG 2002). Further
explanation on definition of low cost housing will be given in Chapter 5 of this thesis.
Although the provision of low cost housing in Malaysia has been widely studied by
local and international scholars, but mostly emphasises the role of the state and the
market at the production stage (see Drakakis-Smith, 1981; World Bank, 1993; Mayo
and Malpezzi, 1997; Agus, 2002; Agus et al., 2003). There is still a lack of studies
focussing on the role of the state and the market at the consumption/allocation
process. Thus, this study will examine the role of the state and market in low cost

housing provision in Malaysia, with emphasis on the consumption/allocation process.

RESEARCH PROBLEM

In 2001, 924 million people or 31.6 percent of the world's urban population lived in
slums; the majority were in developing regions and 60 percent of the world’s total
slum dwellers lived in Asia (UNCHS 2003, p.1). The United Nations (UN) also make
the point that the main single cause of increases in poverty and inequality during the
1980s and 1990s was mainly due to the retreat of the state, largely caused by
globalization instituted under neo-liberalism (UNCHS 2003, p.43). Similarly, in the
context of Malaysia, although the market has been actively involved in low cost
housing provision since early 1980s, it has still failed to solve the problem of illegal

squatters.



A study by Ministry of Housing and Local Government (MHLG) in 1999 identified that
a total of 571,261 people or 3 percent of the country’s population live in squatter
settlements (MHLG 1999). Thus, this indicates that the market has failed to address
the squatter problem in Malaysia with minimum state intervention after economic
liberalisation in 1986. The underlying problem is actually not caused by an
inadequate stock of low cost housing built by both the private and public sectors, but
has largely been brought about by an inefficient and corrupt housing allocation
system (see Agus 1986; 1992, 2002; National Housing Department 1997). The low
cost houses for sale were usually allocated to ineligible buyers and people with
political connections to the ruling party. Therefore, the deserving poor people were

left with no choice but to live in squatter settlements.

State intervention in low cost housing allocation was politically important to achieve
the national development agenda, particularly since the introduction of the New
Economic Policy (NEP) in 1971. Low cost housing provision was one of the
strategies for poverty alleviation and the restructuring of society. However, corruption
among the bureaucrats and misuse of power by many politicians during the mid
1980s and early 1990s again denied the opportunity to allow the actual target group
access to low cost housing (Agus 1986, p.2). Similarly the issue of low cost housing
allocation in Malaysia is also highlighted by Zhang and Sheng (2002):

“..housing in Malaysia serves as part of the government’s political strategy.
By applying rules based on racial preference, it gives Malays an incentive
to migrate from rural to urban areas. Concretely, housing allocation favours
the Malays over the non-Malay population; Malays enjoy special privileges
in gaining access to housing. Political attitudes, but also the fact of being
associated with the ruling party, are also taken into consideration for
housing allocation. The procedures strongly favour supporters of the ruling
party. These practices contrast starkly with the modern trends in many
other countries where state intervention is meant to reduce racial and
political discrimination...” (Zhang and Sheng 2002, p. 4).

The practice of low cost housing allocation in Malaysia is clearly different compared
to other countries in the region. With more than 80 percent of low cost housing in
Malaysia was built by the private sector for home ownership. Thus, it is crucial for the
government to ensure only eligible people eventually buy and live in low cost
housing. The Federal government of Malaysia realised the production of low cost
houses alone could not solve the problem of the squatter; it was necessary to find

ways to ensure only targeted people could buy low cost houses. Thus, the issue of
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low cost housing provision in Malaysia no longer concerns housing production, but
rather consumption/allocation. Hence, it is important for the government to improve
access to low cost housing, not only for slums dwellers but also for people receiving
a low income in general. In order to address the issue, in 1997 the Federal
Government under the Ministry of Housing and Local Government Malaysia (MHLG)
introduced the Open Registration System (ORS) for low cost house buyers in
Malaysia. Therefore, the ORS implementation was chosen as the case study to
analyse the role of the state and market in low cost housing provision in Malaysia,

particularly at the consumption/alliocation stage.

RESEARCH AIM AND OBJECTIVES

The study aim is to examine the role of the state and market in low cost housing

allocation in Malaysia in the context of the global trend towards neo-liberalism.

The specific objectives of the study are as follows:

i) To identify the changing role of the state in housing provision from Western and

East Asian perspectives.

i) To establish a housing system for Malaysia using the Structure of Housing
Provision (SHP) approach.

i) To analyse the role of the state and market in low income housing allocation in the
context of the Open Registration System (ORS) for low cost house buyers.

iv) To identify the relationship between the key players involved in low cost housing

allocation.

v) To determine the current and future direction of Malaysian low cost housing

provision model.
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KEY RESEARCH QUESTIONS

Exploratory and Descriptive Questions

1) Who are key players in low cost housing production and allocation in Malaysia?

i) What is the nature of the Malaysian low cost housing allocation system in terms

of policy, institutional set-up and legislation?

iii)  What is the view of the state and non-state players involved in low cost housing

allocation?

iv)  What is the current trend and future direction of low cost housing provision in

Malaysia in the context of the global shift towards neo-liberalism?

Interpretive and Explanatory Questions

)} Why does the state intervene in low cost housing allocation?

i) How does the government intervene in low cost housing allocation in the

market?

SIGNIFICANCE OF THE RESEARCH

There are four significant elements to the research. Firstly, the study is important to
gaining an understanding of the role of the state and market in housing provision in
Malaysia and low cost housing in particular. While many East Asian countries
demonstrate the increasing role of the market in housing provision, most available
literature points to the opposite conclusion in the case of Malaysia. Furthermore, there
are a limited number of studies which focus on low cost housing provision in Malaysia
in order to address the issues related to the role of the state and the market in the

context of political economy changes.
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Secondly, the study of low cost housing provision in Malaysia also highlights the
importance of the market’s role in housing production. More than 70 percent of low
cost houses in Malaysia have been built by the private sector since the 1990s. Despite
various rules and regulations introduced by the government to control the private
sector housing production, they still managed to deliver low cost housing. Interestingly,
no financial subsidy was given to the private sector to build low cost houses, yet the

government still control the allocation of the houses.

Thirdly, overall more than 80 percent of the low cost houses in Malaysia were built for
homeownership, with a small number of public rental low cost houses available to the
low income people. Meanwhile, all the low cost houses built by private housing
developers are intended for home ownership. Therefore state intervention in low cost
housing buyer registration and allocation is crucial to ensure only eligible buyers can
access and eventually buy the houses. It is common in Western welfare state
countries for the state to control the access of people earning a low income to public
rented social housing, but this does not often apply to home ownership. Thus, the
situation in Malaysia is unique in the sense that similar control is aimed towards low

cost houses for sale, especially those built by private developers.

Finally, the role of the state and market in low cost housing allocation in Malaysia
provides an interesting case study on how a developing East Asian country can
address corruption issues and political interference in low cost housing distribution. In
developing countries, the corruption in low cost housing allocation means that many
houses are bought by undeserving buyers (UN-Habitat, 2003). Therefore, many of
these countries cannot solve the problem of squatters and housing problems in
general. Improvement of the housing consumption process should be emphasised by
the governments of developing countries in order to ensure the targeted group will gain

the opportunity to buy houses.

THEORETICAL AND RESEARCH FRAMEWORK

In terms of a theoretical framework, the study uses the role of state theory in
development, specifically the Neo-liberalism and Developmental State perspective.
Most literature on the role of the state in East Asia focuses on a shift in the political

economy towards neo-liberal state, particularly since the 1980s. This research will
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analyse the impact of neo-liberal reform and the globalization process on housing
provision in Malaysia. Malaysia, like most East Asian countries prior to the crisis,
embraced the developmental state path in most sectors. The study will analyse how
these two development perspectives influence the outcome of low cost housing

provision in Malaysia.

Meanwhile, the Structure of Housing Provision (SHP) thesis is used as the research
framework for this study. SHP has been developed and defended by Ball and Harloe
since the mid 1980s as a tool for the explanation and comparison of housing systems
(Lawson, 2006, p. 27). Ball (1986, p. 147) defines housing provision as “a physical
process of creating and transferring a dwelling to its occupiers, its subsequent use and
physical reproduction and, at the same time, a social process dominated by the
economic interest involved”. What determines the nature of a structure of housing
provision, according to Ball, is how the various social players intervene in the physical
process of provision. A social relationship is part of a structure of provision if it is a
component of the physical process of production, allocation, consumption and
reproduction of housing. Discussion of the role of the state enables a general point to

be made about political intervention into housing provision.

However, the framework developed by Ball is subject to much criticism, particularly by
Kemeny (1987), who argues SHP is under-theorised and deliberately attempts to avoid
issues of tenure and state consumption subsidies. He adds that neglecting such issues
makes the analysis one-sided and incomplete for the purpose of understanding the
housing issue. Although the SHP is an extremely valuable pedagogical device to
redress an imbalance which has undoubtedly existed between production and
consumption issues, Kemeny considers that it has gone too far in the opposite

direction.

Ball and Harloe (1992) later responded to criticisms of SHP by Kemeny. They explain
that SHP is not a theory, but rather a meta-theoretical concept or analytical framework
that may be used in combination with other theories in the examination of particular
aspects of housing development. Thus, SHP is theoretical in nature and encompasses
the principal features observed into a relatively simple organising framework. In order
to be useful, it must be combined with wider social theories, methodologies and
empirical investigation and, where necessary, statistical analysis. Most importantly,
according Ball and Harloe (1992 p.2), SHP can accurately summarise the main forms

of housing provision in countries at particular points in time. However, Ball tends to
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downplay the role of the state, emphasises the economic relationships of production
and assumes that the state plays an integral role in regulating such economic
relationships (Lawson, 2006, p.27).

Despite the criticism of the SHP framework by many scholars, it still provides a useful
understanding of the housing system in a particular country. Therefore, this research
will use the SHP framework only to determine changes in the structure of housing
provision and understand the relationship between the key players in low cost housing
provision. The key players in the context of this research are the state (Federal and
State government) and non-state players (private housing developers and low cost
house buyers).

RESEARCH METHODOLOGY

The research methodology of this study is shown in Figure 1.1. Based on the research
questions outlined earlier, the literature reviews the changing role of the state in
housing provision in Western countries, East Asia and Malaysia. This is followed by
details of empirical data and secondary data collection in Malaysia from March to May
2008. The analysis of the interviews was conducted using NVivo software version 8.
Subsequently, the connections between the empirical and secondary data and the
research questions were identified. Finally, the summary and recommendations for
future research appear at the end of the thesis. The key period for the analysis in this
research is from 1997 to 2008. Further explanation of the research methodology will

be outlined in Chapter 3 of this thesis.

STRUCTURE OF THE THESIS

This thesis is divided into eight chapters covering specific subjects, as follows:

Chapter 1: Introduction

Briefly introduces the reader to the rest of the thesis. This includes an outline of the

research aim and objectives, research questions and the significance of the research.
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Figure 1.1: Research Methodology
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Chapter 2: Literature Review

The chapter focuses on the theoretical context of the changing role of the state from a
political economy perspective, focusing on housing provision in particular. This
theoretical study is critical to providing a framework to evaluate the performance of the

role of state and market in low cost housing provision in Malaysia.

Chapter 3: Research Methodology

This chapter deals with methodological issues. Attention is devoted to a discussion of
qualitative research design, justification of the type of methods used in data collection,
how these were applied, the problems encountered and how these were resolved.
Ethical and validity issues are also discussed in this chapter. See Figure 1.1 for an

overview.

Chapter 4: Housing Provision in Malaysia

This chapter focuses on housing provision in Malaysia which includes an analysis of
the context of the structure of housing provision. In addition, the chapter also includes
an analysis of the changes in Malaysia’s political economy and their influence on

housing provision in general.

Chapter 5: Low Cost Housing Provision in Malaysia

The chapter focuses on the changing role of the state and market in low cost housing
provision in Malaysia. This includes a definition of low cost housing in the Malaysian
context and an analysis of the changing role of the state in the implementation of low

cost housing policy and programmes as the framework for analysis in the next chapter.

Chapter 6: Case Study: ORS at the Federal Level

In this chapter, a case study based on the Open Registration System (ORS) for low
cost house buyers will be discussed in detail. The analysis will be based on empirical
evidence and secondary data collected during the fieldwork. The role of the federal
government in low cost housing allocation and the need for ORS is the main focus of

this chapter.
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Chapter 7: Case Study: ORS Implementation in the State of Selangor

The analysis in this chapter is based on the operations and implementation of ORS in
the state of Selangor. A private low cost housing development was also selected for
detailed study and to gather feedback from the key players involved in low cost
housing allocation. The empirical and secondary data collected will be used to analyse
the role and relationship between key players involved in low cost housing allocation in
the state of Selangor. The perception of the current practice of low cost housing
allocation from the viewpoint of key players, particularly the state government, private

housing developers and low cost house buyers, will also be examined in this chapter.

Chapter 8: Conclusion

This chapter comprises the discussion and synthesis. The idea is to work towards an
interpretation and explanation predicated on delineating matters arising from both the
literature and empirical components of the thesis. The theoretical implication is also
discussed in order to locate the research findings in the context of the literature.

Suggestions for further research are also included in this chapter.
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2.2

CHAPTER 2:

LITERATURE REVIEW

INTRODUCTION

This chapter reviews existing literature which addresses the changing role of the state
in terms of political economy and housing provision, from the perspectives of Western
and East Asian countries in particular. The literature review also focuses on the
changes in the global political economy under neo-liberalism and globalization over the
last three decades. Neo-liberal transformation has changed the role of the state in
many countries and has impacted upon housing provision since the 1980s. However,
the impact of the neo-liberal policy agenda remains uneven between countries and
regions. There are continuous debates on the adoption and rejection of neo-liberal

policies, particularly in East Asian countries.

This chapter is divided into five sections which discuss literature on the role of the
state, the changing role of the state in East Asia, welfare state regimes and housing
provision, the changing role of the state in housing provision and housing

commodification-decommodification debates.

THE CHANGING ROLE OF STATE DISCOURSE

Over the last two decades, neo-liberalism has dominated policy discourse, policy
formulation and policy implementation in many countries (Forrest and Hirayama, 2009,
p.1). In many parts of the world, neo-liberal transformation is also seen as a symbol of

modernisation (Forrest, 2008, p. 178). This section will focus on a discussion related to
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the rise of neo-liberalism, globalization and the changing role of the state from the

perspectives of Western and East Asian countries.

2.2.1 The Rise of Neo-liberalism

Historically, the idea of neo-liberalism was introduced by a small and exclusive group
of people, mainly academic economists, historians and philosophers, together with
renowned Austrian political philosopher Friedrich von Hayek, who created the Mont
Pelerin Society in 1947 (Harvey, 2005, p.20). Other notables in the society included
Ludvig von Mises, Milton Friedman and Karl Popper. The group’s members depicted
themselves as ‘liberals’ because of their fundamental commitment to ideals of personal
freedom. They also supported Adam Smith’s view that the hidden hand of the market
was the best device for achieving human desire for wealth and power for the benefit of
all (see Brenner and Theodore, 2002; Harvey, 2005).

Various interpretations of neo-liberalism have been put forward, particularly by political
and economic scholars. Typically, the interpretations were based on two perspectives.
The first perspective viewed neo-liberalism as related to the rise of wealthy individuals
and multinational corporations (see Moody, 1997; Harvey, 2005; Craig and Porter,
2006). Harvey (2004, p. 19) describes neo-liberalism as “...a utopian project to realize
a theoretical design for the reorganization of international capitalism or as a political
project to re-establish the conditions for capital accumulation and to restore the power
of economic elite”. A similar argument is also raised by Craig and Porter (2006, p. 2)
which states “...neo-liberalism changed how the command over resource accumulation
and use shifted away from the cabinet of independent nations, and out into the trading
and boardroom of financial corporations”. In other words, some of the largest
corporations nowadays have more power and influence than politicians in some
countries. Generally, the neo-liberal policy agenda will help wealthy individuals and
large corporations to do business across the world. The increase in the power of
corporations is also related to the decline of the trade unions which posed a huge
problem in the past (Moody, 1997, p.119).

Meanwhile, the second perspective viewed neo-liberalism in the context of the
declining role of the state or ‘retreat of the state’ (see United Nations, 2003; Brenner
and Theodore, 2002; Peck and Tickell, 2002; Sorensen, 2006). Retreat of the state

scholars see the market as much stronger and the state correspondingly weaker and
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argue that the changes taking place pose a serious threat to the power and autonomy
of the state (Sorensen, 2006). The adoption of the neo-liberalism policy also meant
“...the reduction of all forms of government spending and regulations, particularly
those that might inhibit people being active in the market” (United Nations, 2003, p.
43). Meanwhile, Brenner and Theodore (2002, p. 2) describe the neo-liberalism
ideology as a “...belief that open, competitive and unregulated markets, liberated from
all forms of state interference, represent the optimal mechanism for economic
development”. Most importantly, neo-liberal ideology not only transformed the political
and economic landscape, but also every aspect of people’s lives in any country
touched by it. As explained by Moody (1997, p. 119):

“...neo-liberalism aspires to create a ‘utopia’ of free market liberated from
all forms of state interference, it has in practice entailed a dramatic
intensification of coercive, disciplinary forms of state intervention in order to
impose market rule upon all aspects of social life.”

The neo-liberal doctrine also deeply opposed state interventionist theories propagated
by John Maynard Keynes or centralised state planning in the Marxist tradition (Harvey,
2005, p. 20). The proponents of neo-liberalism also believed state decisions were
bound to be politically biased, depending upon the strength of the interest groups
involved such as unions, environmentalist or trade lobbies. Similarly, state decisions
on matters such as investment and capital accumulation were bound to be wrong
because the information available to the state could not rival that contained in the
market (Harvey, 2005, p. 20). Thus, the second perspective is more relevant in the

context of this thesis and will be discussed further.

Brenner and Theodore (2002 p.16) explain the basic elements in terms of destructive
and creative moments of institutional change within actually existing neo-liberalism.
The basic elements are: wage relations, forms of intercapitalist competition, forms of
financial and monetary regulation, the state and other forms of governance,
international configurations and uneven spatial development. However, only two
elements will be highlighted here, namely forms of financial and monetary regulation
and the state and other forms of governance (see Table 2.1). In terms of financial and
monetary regulation, the state began dismantling the regulatory framework and
allowed the market to dictate the global financial system. International financial
liberalisation allowed financing for housing development and house buying to be easier

to access than before. Meanwhile, in terms of governance, the state began to abandon
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its traditional role and rely on the market to provide good and services to the public.

The strategies include privatisation of public utilities and services to the private sector.

Table 2.1: Destructive and Creative Moments of Actually Existing Neo-liberalism

Site of
Regulation

Moment of Destruction

Moment of Creation

1. Financial and

Dismantling of Bretton Woods global

Creation of speculation-driven currency

Monetary monetary system and deregulation of markets and “stateless monies” outside

Regulation money markets national regulatory control
Erosion of national states’ capacity to Expanded role of global regulatory
control exchange rates bodies (such as the Bank for
Dismantling of regulatory constraints International Settlements) in the
impeding monetary and financial monitoring of global financial
speculation in global markets transactions
Separation of financial and credit flows Creation of offshore financial centres,
from productive sources of investment international banking facilities, and tax

havens
2. The State Abandonment of Keynesian forms of “Rolling forward” of supply-side and

and Other demand-management monetarist programmes of state

Forms of Dismantling of traditional national intervention

Governance relays of welfare service provision Devolution of social welfare functions to

“Hollowing out” of national state
capacities to regulate money, trade,
and investment flows

De-centring of traditional hierarchical
bureaucratic forms of government
control

Dismantling of traditional relays of
democratic control at national and sub-
national levels

Strategies to “hollow out” the auto-
centric national economy as a target of
state intervention

Erosion of traditional managerial-
redistributive functions of national and
sub-national administrative agencies
Imposition of fiscal austerity measures
aimed at reducing public expenditure
Shrinking of public sector employment

lower levels of government, the social
economy and households

Mobilisation of strategies to promote
territorial competitiveness, technological
innovation, and intemationalisation
Establishment of public-private
partnerships and “networked” forms of
governance

Creation of “new authoritarian” state
apparatuses and “quangos” that are
insulated from public accountability and
popular-democratic control

Rescaling of state economic intervention
to privilege strategic supra-national and
sub-national spaces of accumulation
Underwriting the costs of private
investment through state subsidies
Transfer of erstwhile forms of public
employment to private sector through
privatisation

Source: Adopted from Brenner and Theodore, 2002, pp.17-19

The neo-liberal policy agenda only began its dominance in the early 1980s, particularly
during the British Prime Minister, Margaret Thatcher’s, administration in the United
Kingdom and President Ronald Reagan’s administration in the United States (Harvey
2004, p. 22). Harvey explained that, as a result of the perceived failure of embedded
liberalism during the 1970s, most capitalists would choose to move towards neo-
liberalism rather than deepening state control and regulation of the economy through
corporatist strategies. The neo-liberal policy agenda later spread to many other

Western countries during the 1990s.
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In developing countries, neo-liberal reform was enforced under Structural Adjustment
Programs (SAPs) for countries that were gripped by the debt from the World Bank or
International Monetary Fund (IMF) during the 1970s and 1980s (see Zanetta, 2004;
Davis, 2006; Jenkins et al., 2007). SAPs were implemented to adjust ‘malfunctioning’
economies to become viable components in the global economic system (Jenkins et .
al., 2007, p.45). In order to achieve that, the World Bank and IMF imposed market
oriented development strategies, minimal roles for the state, the promotion of free
trade, financial discipline, the seeking of comparative advantage and targeted

prosperity through economic growth in line with a neo-liberal agenda.

The IMF also played a key role in ensuring the East Asian countries affected by the
Asian Financial Crisis 1997-1998 followed a neo-liberal path. The neo-liberal reform
was particularly imposed on those countries seeking financial aid from the IMF during
the crisis, especially Indonesia, Thailand and South Korea. Meanwhile, other East
Asian countries such as Malaysia, Singapore and Taiwan which did not seek financial
aid from the IMF were still subject to constant pressure from international agencies to

embark on neo-liberal reform.

In the former socialist countries of the Soviet Union, Eastern Europe and China the
neo-liberal transformation began in the early 1990s (Payne and Grover, 2004).
Following the collapse of the Berlin Wall in 1989, most socialist countries started
economic reform towards building a market economy with the retreat of the state in
many areas of social service provision. Thus, during the 1980s and 1990s the global
political economy trend was clearly transformed towards a market economy along a

neo-liberal path.

However, over the last ten years there has been growing criticism of neo-liberalism
and free market capitalism. Some of the United Nations (UN) agencies began to blame
neo-liberal policy as the main single reason for increases in poverty and inequality
during the 1980s and 1990s (UN-Habitat, 2003, p.43). The UN-Habitat also described
“ ..the redirection of income through progressive taxation and society safety nets
severely threatened by the ascendancy of neo-liberal economic doctrines that explicitly

demanded an increase in equality.”

Meanwhile, in many developing countries, neo-liberal reform through SAPs seemed
limited in term of scope and imagination (Craig and Porter, 2006, p.2). Craig and
Porter explain the loan used to finance privatisation had a perverse outcome and
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radical downsizing of the state had failed to produce a more efficient or effective set of
institutions that could support market growth. Therefore, they argued that an
unregulated global market caused enormous disruption to both rich and poor societies.
Imposition of policies suitable for developed countries does not work well in developing
countries. Experiences in many developed countries show the end of state monopolies
in many areas has resulted in greater competition, lower prices and a wider choice for
the consumer, but in developing countries the retreat of the state in social areas such
as healthcare, housing and education has been detrimental. Neo-liberal policy and
implementation strategies clearly failed to help the poor in these developing countries.
Therefore, the governments of developing countries began to question the legitimacy

of the neo-liberal policy agenda (Beeson and Islam, 2005, p.198).

There are also continuous debates among scholars about the neo-liberalism policy
agenda. They highlight several factors and events which have combined to force a
rethink of the original tenets of neo-liberalism (Beeson & Islam, 2005 p.198). This
includes perceived mishandling of the East Asian crisis by Bretton Woods Institutions,
the termination of the long economic boom of the 1990s in the United States, a series
of corporate scandals that has tarnished the image of American capitalism, the tragedy
of ‘fast-tracking’ capitalism in Eastern Europe and the ex-Soviet Union and the failure
of a neo-liberal experiment in Latin America; finally, inequality and poverty have all
turned out to be influential in restraining the rise of neo-liberalism. Despite all the
criticism, neo-liberalism continues to dominate the global political and economic

landscape.

2.2.2 Role of the State and Market Debates

Max Weber defined the ‘state’ as “...a human community that successfully claims the
monopoly of the legitimate use of physical force within a given territory” (cited in
Sorensen, 2004, p.14). Similarly, Sorensen (2004, p.15) described the state as “...a
sovereign entity with a defined territory, a population and a government. The
government acts on behalf of the population, no sharp distinction is made between the
state as a government and the state as a territorial unit with population and resources.”
Thus, the state is more than just a physical boundary; it is also a legitimate entity to

control the people.
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Meanwhile, the meaning of ‘market is similar to those of the private sector or
commercial organisations (Alcock, 1996, p. 60). Like most commercial organisations,
th= expectation of profit is the motivating factor for its establishment and the owners or
shareholders will benefit from the project. A market generally has several distinct
characteristics (see Barlow and Duncan, 1994, p. 8). Firstly, it transmits information
through the signals of costs and profit rates about economic conditions, market trends
and future demand. Producers and consumers can then act appropriately and make
plans for the future. Secondly, it sets incentives in terms of profit and loss so the
economic agents can respond to these signals quickly and efficiently. Thirdly, market
behaviour will mean organising production processes to achieve the best productivity
rates possible. Fourthly, economic control and coordination will be decentralised and
concentration of economy i.e. power will be minimal. Finally, goods and services are
efficiently transferred from the producers to consumers. Markets can do well in the
right circumstances and the advantage of the market over state planning is maximising
allocation efficiency while minimising the cost of microeconomic coordination (Barlow
and Duncan, 1994, p. 8).

The question regarding the respective roles of state and the market in the
development process has been debated continuously since the end of the 1940s
(Martinussen, 1996, p.257). There are great variations in how different countries,
during different periods of time, have arranged interactions between the state and the
market. During the 1980s, the neo-classical economists recommended that the
economic role of the state should be minimised or the state should be subject to the
price mechanism in a competitive market to decide what should be produced and in
what quantities. The overriding consideration was to set the right prices, because the
market would then take care of the dynamics, the growth and the structural

transformation of the backward economies (Martinussen, 1996, p. 263).

In contrast to neo-liberal assumptions that ‘more market mean less state’, market
economisation produces an enormous demand for legal regulation of money
exchanges which increases state intervention, particularly with respect to regulations
(Sorensen, 2004, p. 33). According to Angel (2006 p.13) “... a real economy cannot
function without state intervention or without markets”. Therefore there has to be some
state intervention in the economy. The key argument advanced by the neo-liberalists
was that the role of the state is to create an enabling environment for the market to

work by relinquishing control over the economy (Angel 2006, p.14).

19



State intervention in the market should be allowed in certain circumstances.
Martinussen (1996 p.258) outlines five situations in which the state should intervene in
the market. The first is the procurement of general judicial and institutional
preconditions for the production and exchange of commodities and services, including
a legal framework for enforcing property rights and contracts. The second is in terms of
macro economy policies such as fiscal, income, and exchange rate policies. The third
is procurement of material infrastructure, including roads and railways and provision of
public services in areas like education and health. The fourth is operational control
over private sector companies and, finally, the last is the state’s direct participation in
the production of goods and services.

Similarly, Alcock (1996 p. 63) describes that in order for markets to function freely
there must be laws concerning property ownership and contract rights, and these need
to be enforced independently through the state. There are many state activities and
services which operate in effect to support, rather than to undermine, the operation of
a modern market economy as state provision, for instance education and healthcare,
meets the long term strategic goals. Whereas state protection, for instance for the
unemployed or chronically sick, ensures that individuals do not suffer unduly where the
market fails or is unable to reach those goals. State intervention is needed to prevent
potential social problems and to protect all citizens from monopolies or cartels
developing that would subvert the natural self-regulation of the market’s operation. In
many areas where markets do operate, consumers are clearly unable to make
informed choices about how best their needs might be met. Finally, free choice in the
market will be constrained by consumer immobility and consumer poverty. Hence, the
free and unregulated market to which Hayek and Friedman aspire does not actually
exist in practice in modern capitalist states (Alcock, 1996, p.65). Therefore, in an
unequal society, a pure market system will inevitably fail to meet the service demands

of the poor people.

2.2.3 Impact of Globalization and the Changing Role of the State and Market

Another important aspect which influenced the changes in the role of the state during
the 1980s and 1990s was globalization. Much of the economic and political
environment within which globalization has accelerated since the 1980s was instituted
under neo-liberalism (UN-Habitat, 2003, p.6). Globalization is defined as “...an

increasing and intensified flow between countries of goods, services, capital, ideas,

20



information, and people, which produce national cross border integration of a number
of economic, social and cultural activities” (UN, 2001, p.8). Similarly Friedman (2000,
p.9) refers to globalization as an:

“... Inexorable integration of markets, nation states and technologies to a
degree never witnessed before in a way that is enabling individuals,
corporations and nation-states to reach around the world farther, deeper
and cheaper than ever before.”

A more recent interpretation by Sorensen (2006, p. 23) described “globalization, in the
broadest sense, the expansion and intensification of economic, political, social and
cultural relations across borders.” However the most important aspect of globalization
was economic integration in the financial sector (UN, 2001). Cross border financing in
the property sector enables more people to buy houses since they are no longer
limited to certain geographic regions. Thus, globalization in the broader sense could

change people’s way of life and the role of the state in the future.

Recent debates among political economy scholars have largely been devoted to the
theme of globalization and its impact on the role of state. One of the key issues
discussed was whether globalization weakened the role of the state and eventually led
to the end of state sovereignty (UN, 2001, p.29). However, many scholars believed the
state did not actually lose sovereignty, but remained as a key player in the process of
globalization (see Kapstein, 1994; UN, 2001, Lister and Marsh, 2006; Sorensen, 2004
& 2006). According to the UN (2001), the state is still important in the domestic as well
as in international arenas. In international arenas, close cooperation and concerted
action among states represent an exercise of state sovereignty and in domestic arenas
the state assumes a great number of functions which cannot be performed by any
other actor. States still need to intervene and create a regulatory framework which

makes the whole process possible (Sorensen, 2004, p. 5).

Similarly, other economic actors also look to the state in order to gain market access
and to ‘level the playing field’ of international competition’ (Kapstein, 1994, p. 6). In
order to achieve that, states enforce rules and supervise the players in the
marketplace and they intervene in order to achieve order and stability. Globalization
also requires the state to improve its capacity and governance. In order to improve
state capacity and governance, reform under the New Public Administration was
introduced by the IMF and World Bank during the 1980s (UN, 2001, p.32). These

reforms seek to reduce the role of the state in production, as well as in service delivery
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and to encourage deregulation of public enterprises. The need to enhance efficiency in
the public sector and to cut costs was accompanied by a series of measures including
privatisation, deregulation, and the introduction of a market-like mechanism in the
public sector. In reality, the state and markets have actually been transformed under
conditions of economic globalization (Sorensen, 2006, p.6). The role of the state
changed since it operated under different circumstances than before and later
developed new ways of regulating the market. The state was also increasingly
influenced by events and decisions made beyond their territorial reach. The result was
an increasing demand for political cooperation across borders through interstate,
trans-governmental and transnational relations.

THE CHANGING ROLE OF THE STATE IN EAST ASIA

Debates on the changing role of the state in East Asia focus mainly on Japan and
other nations belonging to the first generation of New Industrializing Countries (NICs)
such as Hong Kong, Singapore, Taiwan and South Korea. However, there is still a lack
of literature on the changing role of the state in the so-called ‘Asian Four' or the
second generation of NICs, namely Malaysia, Thailand, Indonesia and the Philippines,
which are more typical of developing countries (World Bank, 1993, p. 2). East Asian
countries have generally experienced long term political and economic stability, and
they have constituted a self-reinforcing regional market (Jenkins et al., 2007, p. 292).
Prior to the Asian Financial Crisis of 1997-1998, East Asia was one of the most
successful developing regions in the world (World Bank, 1993; Richter, 2000).

According to Boyd and Ngo (2005 p. 5), East Asian NICs’ successful pursuit of the
goal of economic development over the pést Second World War period owed much to
the strong role played by the state. This form of development guided by the state was
characterised as ‘Developmental Capitalism’. Meanwhile, Wade (1990) earlier referred
to this picture of a centralised state interacting with the private sector from a position of
pre-eminence so as to secure development objectives as the ‘Developmental State’.
This section will discuss the changing role of the state in East Asian countries in the
context of developmental state debates and the pressure for neo-liberal reform over

the last 20 years.
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2.3.1 East Asian Developmental State

‘ihe success of East Asian countries during the early 1990s, particularly Japan, Hong
Kong, Singapore, South Korea and Taiwan, can be largely attributed to developmental
states and the governed market according to many scholars (see Johnson, 1982;
Wade, 1990; Johnson, 1987, Woo-Cumings, 1999, Kwon, 2005). They concluded the
market has not been free in the context of East Asia, but rather controlied and steered
in a direction deemed appropriate by the state in order to achieve economic growth.
The term developmental state was coined by Chalmers Johnson (1982) based on his
observation of the economic planning bureaucracy model in Japan during the early
1980s. The developmental state, as described by Boyd and Ngo (2005, p.3), “...hinges
upon the claim the plan-rational state can engineer economic growth”. In other words,
a state led by technocrats who enjoy a high degree of political economy, insulation
from societal demands, and yet who are simultaneously embedded in that society.

Meanwhile, Kwon (2005, p. 6) described the developmental state as:-

“...a state that plays a strategic role in economic development with a
bureaucracy that is given sufficient scope to take initiatives and operate
effectively. Economic development is given priority over other spheres of
public policy, and the national economy as a whole has priority over the
comparative advantage of particular industries.”

The advocates of the developmental state suggest that the state should play an
important role in economic development (see Wade, 1990; Low, 2004; Boyd and Ngo,
2005; Groves et al., 2007). They also believe the developmental state is no longer just
a theory, but rather part of real world politics in East Asia. Six major components
define the developmental state model (Leftwich, 1995, p. 85) including a determined
developmental elite, relative autonomy, a powerful, competent and insulated economic
bureaucracy, a weak and subordinated civil society, the effective management of non-
state economic interests and finally repression, legitimacy and performance. The
characteristics of the East Asian developmental state model are summarised in Table
2.2 (Woo-Cumings, 1999). The characteristics are clearly in stark contrast to the neo-
liberal idea of the role of the state in terms of finance, business relations and

governance.
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Table 2.2: Characteristics of the Developmental State Model

Characteristics of the Developmental State

1. Finance
o Finance is the tie that binds the state to the industrialists.
e Raising and deploying financial resources to create or strengthen state organisation.
¢ The state can exert influence over the economy and investment patterns & guide sectoral mobility.

2. Business Relations
» Strong relationship between the state and big business.
¢ Creates cronyism.
+ Intent to hone the competitiveness of national business in the international system.
« Ethnic division of labour in managing politics and the economy.

3. Governance
e “Political Capitalism”, where profits and investment depend on decisions made by the state.
¢ “Developmentism”, a dominant developmental discourse on the necessity of industrialisation and
state intervention to promote it.
“Appointive Bureaucracy”, in which most government officers are affected by regime change.
The power of the bureaucrat is highly unstable.

Source: Adopted from Woo-Cumings, 1999, pp. 10-20.

In the context of the role of the state and market debates, developmental state theories
“...did not passively support the operation of the ‘invisible hand’ of market forces, but
actually guided economic growth, especially through top-down, plan-rational, and
industry specific policy” (Jessop, 2005, p. 23). Therefore development state theory is
essentially a theory of economic growth or ‘state-led growth’ rather than full reliance on
the market (Moon and Prasad, 1994, cited in Boyd and Ngo, 2005, p. 3). The
developmental state, according to Jessop (2005), appears more realistic than the neo-
liberal approach. At the same time, he added that the developmental state paradigm
tends to exaggerate the autonomy of East Asian developmental states because more
‘naive theorist’ and policy advocates believe that this is what distinguishes them from
the more liberal, pluralistic Western political system. Government in East Asia also
successfully tapped private sector strengths to their advantage. Therefore, the success
of state led development in East Asia was actually seen as a challenge to the neo-
liberal approach (Robinson and Hewison, 2005, p.184). Even the World Bank (1993)
found it difficult to explain how the success had been achieved in contradiction of basic

neo-liberal principles.

Many studies related to the developmental state in East Asia focus on countries like
Japan, South Korea, Taiwan, Hong Kong and Singapore (Johnson, 1982; Woo-
Cummings, 1999; Kwon, 2005; Boyd and Ngo, 2005). Therefore, some scholars

avoided the debates over whether other South-East Asian countries including Malaysia
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followed a similar developmental state model to the North-East Asian countries.
Pempel (1999, p.160), for example, suggests Singapore, Malaysia, Thailand,
Indonesia or even China and North Korea should not be included as ‘developmental
regimes’ due to differences of features compared to the typical developmental states
of Japan, South Korea and Taiwan. Meanwhile, Low (2004 p.17) categorises Malaysia,
Thailand and Indonesia as being included within the second generation of

developmental states and therefore fall into theories of dependencies.

There are eight features of developmental states in East Asia commonly shared by
Japan, South Korea and Taiwan, according to Pempel (1999, p.161), which makes
them unique from most other regimes. Firstly, all three have “strong states” in which
technocrats and bureaucrats enjoy a disproportionately high level of power and wield a
variety of tools to enforce their will. State actors are also relatively free from major
populist pressures, especially from organised labour and peasants. Secondly, there is
no sharp dichotomy between state and society. The presence of semi-permanent
socio-economic coalitions closely linked to state institutions makes sUch a reified
bifurcation meaningless. Thirdly, all three underwent land reforms that virtually
eliminated large landholders as major elements in the socio-political landscape. With
limited natural resources and small land areas, none of the three is a major exporter of
agricultural products or natural resources. Fourthly, all have domestic power structures
that, for males at least, are open to entry largely on the basis of individual merit rather

than descriptive traits such as social class.

Fifthly, the regimes in all three have taken on what Jessop (1983) might call
“*hegemonic projects” that entail two essential elements: first, the enhancement of their
national economic competitiveness through the development of internationally
marketable goods, and second, an ideologically and economically rooted opposition to
communism, socialism and big states. Sixthly, in conjunction with the project of
improved economic competitiveness, all three reject the deified Western concept of
“the market”, opting instead for active market manipulation, but in ways that are market
enhancing rather than market rejecting. Next is the extent to which they have been
successful in advancing their overall production, national income per capita, and
shares of world trade; all three have also done so relatively free from the
compromising effects of international capital penetration. The three regimes have
retained highly effective filters over foreign direct investment and foreign capital flows.
Finally, all three are exceptionally closely linked, both in economic and security

policies, with the United States.
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However, the developmental state regime in East Asia was also subject to constant
criticism from Western countries and international institutions. During the Asian
Financial Crisis of 1997-1998, the World Bank and IMF argued the developmental
states which were regarded as the recipes for success in the past could be said to be
the ingredients of failure (see Jomo, 1998; Richter, 2000; Robinson et al., 2005). The
Asian Financial crisis brought down many so called miracle economies and dealt a
fatal blow to claims about the functional superiority of the highly centralised, state led
system of ‘Asian Capitalism’. The impact of the Asian economic crisis was substantial,
since currency plunged, enterprises failed, financial institutions closed, and rapid
economic growth turned into recession (Richter, 2000, p.2). This prompted the need
for neo-liberal reform in the region propagated by the IMF and the World Bank. In the
next part, the discussion focuses on the impact of neo-liberal reform towards the role
of the state in East Asia.

2.3.2 Neo-liberalism and the Changing Role of the State in East Asia

The economic success of East Asia through the last three decades of the twentieth
century was spectacular, with booming growth rates, burgeoning exports and income
gains. However a study by the World Bank (1993) suggests the policy approach in
East Asia clearly did not ‘fit’ the neo-liberal development model. The World Bank, in its
report, the ‘East Asian Miracle’ (1993), concluded the governments in East Asia had
indeed intervened to foster development. The state role was assessed and justified as

only ‘market facilitating’.

However, the aftermath of the Asian Financ{al crisis prompted questioning of the future
of the developmental state in theoretical and policy terms (Jessop, 2005; Kitthananan,
2008). Following the crisis convergence theory towards neo-liberalism became an
important term in the region (Robinson et al., 2005, Lister and Marsh, 2006). Most East
Asian states were urged to eliminate cronyism and embrace the natural efficiency of
the market. As Jessop (2005, p. 40) predicted, neo-liberalism would further alter the
developmental state in East Asia in the future and thus reject the triumph of the
developmental state. Robison and Hewison (2005 p. 184) describe the crisis as an
opportunity for neo-liberal policies to be strengthened and many commentators
confidently expected a convergence of development models, where economies in

which the state played a significant role and where prevailing predatory or corrupt
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political arrangements were present would be replaced with free markets, private

sector capitalism, enhanced transparency and good governance.

The initial impact of the neo-liberal agenda has been substantial, especially in South
Korea, Thailand and Indonesia where the IMF played a central role in defining and
implementing reform policies. The crisis and the collapse of a number of East Asian
and South East Asian economies was seen by many within the neo-liberal camp as
cutting the ground from under their opponents and signifying the superiority of market
over state (Robison and Hewison, 2005, p. 188). Thus, since the crisis the
developmental state in Asia has been dismantled and replaced by the neo-liberal
model with a new democracy, new social movement and civil society (Low, 2004,
p.13).

The crisis also represented an important stage in an on-going effort by international
financial institutions and Western governments, together with businesses, to change
the systems of state-led industry policy and predatory cronyism. As Robinson et al.
(2005) describe “for neo-liberal reformers within the World Bank and the IMF, and in
the Treasuries and Finance Ministries of the Western governments, the crisis
confirmed that the various models of ‘Asian Capitalism’ were in fact outmoded and
dysfunctional in an age of global markets”. After the crisis, much more instrumental
power lay in the hands of the IMF, which demanded the implementation of reform
measures aimed at deregulating markets, privatising state sectors and imposing fiscal
austerity (Robinson et al., 2005, p. 173).

However, more than one decade after the crisis, the outcome of neo-liberal reform
among East Asian countries remains uneven. Different forms and degrees of neo-
liberalism have emerged, according to RoBison and Hewison (2005, p. 188). Some
states in Asia deliberately sought to intervene in the market, in contrast to the neo-
liberal vision (Kitthananan, 2008, p.77). Domestic forces were often interested only in
making appropriate neo-liberal policy adjustments to sustain a restructured,
recalibrated developmental state that could respond to the perceived imperatives of
the globalizing, knowledge based economy. Despite neo-liberal policy changes in East
Asian countries towards greater marketization and economic liberalisation, they have
not led to convergence with the Anglo-American model of a minimally regulated market
(Cheung, 2009, p.200).
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In some countries affected by the crisis, the states quickly adjusted their policies and
economic strategies. In Singapore, for example, the government has attempted to
introduce new strategies for integration into global markets without disturbing the
essence of the existing structure of the Developmental State (Cheung, 2009).
Meanwhile, in Thailand, Indonesia and South Korea a range of powerful political and
economic interests intent on undermining market reform emerged in order to retain
their power and privilege, thus denying the triumph of neo-liberalism in East Asia.
There is also a growing rejection of neo-liberal policy in East Asia, given that much of
the neo-liberal agenda directly threatens existing patterns of political and economic

power across much of the region.

Many of the East Asian countries embraced neo-liberalism less enthusiastically,
especially given that there are continuing doubts about its merits and possible impact.
There is widespread resistance to neo-liberal reform among East Asian leaders, as
described by Beeson and Islam (2005, p. 210). In reality the neo-liberal motivated
process has been ‘’highly contested’, leading to contradictory, ambiguous and
sometimes surprising outcomes (Cheung, 2009 p.31). Recent studies also show that
neo-liberal ideas have failed to achieve any meaningful impact on both growth and
poverty (Beeson & Islam, 2005, p. 208). Opponents of neo-liberalism in East Asia also
argue that, after more than two decades of deregulation, privatisation and fiscal
austerity in some countries, neo-liberal policies have still failed to eliminate poverty
and, to a greater extent, inequality (Robison and Hewison, 2005, p. 188). In the next
section, the discussion will focus on welfare state regimes and housing provision from

Western and East Asian perspectives.

WELFARE STATE REGIMES AND HOUS'ING PROVISION

Esping-Andersen (1990) has made an important theoretical contribution to the
comparison of social policy, including housing, via the development of a welfare
regime typology which identified three welfare regimes from a study of 18 countries.
Although Esping did not include housing in his analysis, subsequent researchers have
used his typology in the housing context. Barlow and Duncan (1994), for example,
have used the Esping-Andersen framework to study the relative effectiveness of the

market and governments in housing provision in Western Europe.
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Meanwhile, according to La Grange (1999), most studies of housing policy related to
welfare state regime debates in the ‘old industrial’ countries, new industrial countries,
transitional socialist countries and developing countries tend to focus on privatisation
of public housing. Therefore, there is a lack of understanding in terms of the
applicability of the prevailing concept of welfare regimes, refinement and adaptation in
areas other than North America, European and the East Asian ‘Tiger Economies’.
Therefore, in this section, the analysis will focus on identifying welfare state regimes
from Western and East Asian perspectives and their relationships with housing

provision, particularly in the production and consumption stages.

2.4.1 Welfare State Regimes from the Western Perspective

Esping-Andersen’s (1990) typology has been commonly adopted by housing
researchers to examine the relationship between welfare state regimes and housing
provision. He argues that different regimes derive from different power structures and
constellations of class-derived power relationships. The three distinctive welfare

regimes identified by Esping-Andersen are: liberal, corporatist and social democratic.

In Liberal Welfare States, social and labour market policies are characteristically based
around means-tested assistance. Benefits are mostly aimed at people with a low
income, the working class and state dependents. In these countries, the social policies
system is normally used to uphold traditional and liberal work ethic norms. The state
encourages the market over other forms of state organisation. According to Esping
(1990, p. 15), the United States of America and the United Kingdom are archetypal
examples of this cluster. Typically, in liberal welfare regimes, state intervention in
housing is limited to stigmatised provision for a residual population who cannot meet
their housing needs in the market, with homeownership usually the dominant tenure
(La Grange, 1999 p.18).

Meanwhile, in Corporatist Welfare States, the state focuses on the preservation of
status differentials. The state is also ready to reinforce rights attached to class and to
displace the market as a provider of welfare, if necessary. This essential conservatism
is reinforced by the major political and social role held by the church and is strongly
committed to the preservation of traditional families. Social insurance typically
excludes non-working wives and family benefits encourage motherhood. In principle,

the state only intervenes when the capacity of the family, especially the women, to
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service its members is no longer adequate. Germany, Austria and the Netherlands fall
into this group. Under this regime, in terms of housing provision, the state does not rely
2 *he market to same extent as the Liberal approach, nor does it provide universal
benefits, but rather attempts to reinforce the rights attached to different classes and
professions (La Grange, 1999, p.18).

Finally, the Social-Democratic Welfare States as a social democracy are the dominant
political force behind reforms based on principles of universalism and
decommodification which are extended to all classes. This type of welfare state
promotes an equality of minimal needs. In political terms, the social democratic model
constructs a ‘one-nation’ version of the welfare state, where state allocation replaces
the market to a much greater extent than in the other two regimes (Barlow and
Duncan, 1994, p. 29). Esping-Andersen (1990 p.20) also notes the enormous costs of
maintaining a solidaristic, universalistic and decommodifying welfare system. It means
high taxation, but most importantly it also minimises social problems. Therefore, this is
best achieved in countries in which most people are working and few live off social
benefits. Sweden and other Scandinavian countries belong to this group. In terms of
housing provision, under a social democratic welfare state it is based on universalism

and decommodification.

Barlow and Duncan (1994) include another type of welfare state regime known as the
‘Rudimentary Welfare State’ which they believe is excluded from Esping-Andersen’s
analysis. In these countries, according to Barlow and Duncan, there is no right to
welfare and no history of full employment policies. In some respects, this regime is
similar to the liberal model which stresses residualism and forcing entry into the labour
market. The state can still rely on older, religious traditions of welfare where women
cover reproduction costs in extended family systems. It retains a strong agriculture
bias with surviving elements of a household subsistence economy and large black
markets. This system is particularly obvious in countries with authoritarian and
militaristic governments, where fascist dictatorships consciously opposed any welfare
state of equal citizens. Greece, Portugal and Southern ltaly are examples of this type
of welfare regime. In rudimentary welfare states, there is little tradition of direct state

involvement in housing provision.

Esping-Andersen (1990 p.8) also argues the importance of class and class alliances in
determining the nature of welfare provision. Social democratic welfare regimes are

successfully constructed by working class movements. The corporatist welfare regime
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is effectively a deadlocked power system in which no one interest can dominate and in
which, as a result, each party wrests its own welfare sub-system for corporatist political
horse-trading. The liberal regime emerges in a system dominated by conservative
force and faces a divided working class. The type of welfare system that results from
these welfare regimes is therefore distinctive. As Kemeny (2001) explains, it reflects
the different degrees of de-commaodification that are the outcome of different balances
of power between classes. Since Esping-Andersen (1990) does not include housing in
his analysis, many researchers have tried to use the typology in a comparative
housing analysis on the role of state and market in the Western European context (see
Barlow and Duncan, 1994; Domburg-De Rooij and Musterd, 2002; Hoekstra, 2003).

Housing is one of the four major pillars of the welfare state (Kemeny, 2001, p.53), the
others being social security, health and education. After the Second World War, in
most Western countries, welfare systems were being established and developed in
order to provide sufficient housing of an adequate standard. An essential goal of social
policy in Western Europe has been to raise the general standard of housing and to
eliminate substandard housing (Nesslein, 1988, p. 95). European welfare states were
governed by distinctly different mechanisms. Two integral components of this model
are some form of housing price control, usually within a large rental sector, and an
emphasis on non-profit housing. Housing sectors in the welfare states are neither co-
ordinated nor controlled by the information and incentive structures of the price
mechanism. In Western European welfare states, the optimal economic organisation of
the housing sector remains one of the most ideological and politically divisive issues of
public policy (Nesslein, 1988 & 2003).

2.4.2 Welfare State Regimes of East Asia

Most East Asian countries, except Japan, emerged from the Second World War with
different political systems and different imperatives (Groves et al., 2007, p. 177).
Therefore, Grove et al. argued that all these states did not have the same organised
demands from the labour movement for welfare reform as the Western countries after
the war. East Asian countries had also not experienced the same impact of recession
as industrialised economies and did not have the pattern of representatives for
democracy or trade union representatives that were so important in the establishment
of the welfare state in Europe. The development of East Asian welfare states is

therefore not the product of a particular stage in economics, political systems or in
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urban development, but rather they reflect the interests, alliances and political
conditions that were effective at the key point in time. The development of welfare
provision after the Second World War was also associated with the threat of
communism, which was influential in determining the political economies of East Asian
countries (Groves et al., 2007, p.178). Common characteristics of welfare states in
East Asia include single minded focus on economic performance and concentration on
the mainstream population, with the view that wider or universal provision of services is
an ‘unaffordable luxury’. Welfare state systems in East Asia are therefore more forward

looking and focused on national and economic stability and growth.

Similarly, Agus et al. (2002 p. 13) argue that East Asian countries have established
social policy systems that are largely subordinate to the needs of economic growth.
They note that East Asian welfare state systems, particularly social services and social
security, are based on low government spending. Meanwhile, Jones (1993) describes
welfare states in East Asia as ‘Confucian Welfare States’ based on extended family
traditions. A significant role is taken by the family and, to some extent, employers, thus
reducing the government’s responsibility for social services provision. East Asian
states generally emphasise education and human capital development as opposed to

health and housing.

Features of East Asian welfare states, according to Groves et al. (2007 p.196), include
a lack of intention to provide a safety net to meet the needs of the whole population.
Secondly, they are not based on the concept of citizenship rights or on a process of
democratic negotiation and bargaining. Thirdly, they demonstrate an absence of a well
established civil society and institutions for representation, participation and
engagement between citizens and government. Finally, they are less ‘bottom-up’ and
are less concerned with addressing the problems of previous decades than was the
case in the traditional welfare state in Europe. However the Asian financial crisis
actually helped to spur welfare expansion rather than cause retrenchment (Cheung,
2008, p.33). Cheung explains that, since no other actor than the state would be able to
fill the gaps in the welfare system, an increasing role for the state looked likely. The
concern about increasing social instability amidst economy uncertainties gave rise to

pressure for welfare expansion after the crisis.

The ‘Developmental Welfare State’ (see Kwon, 2005) and ‘Property Owning Welfare
State’ (see Groves et al., 2007) were the most common terms used to describe East

Asian welfare state regimes as follows:-
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a. Developmental Welfare State

Welfare states in East Asia have undergone significant changes since the Asian
financial crisis (Kwon, 2005, p. 2). Many new social programmes were introduced and
the existing ones were strengthened through reforms. State institutions and the welfare
state in particular play a greater role amid instability and flexibility in the globalized
market. The changes, according to Kwon, seem to counter the neo-liberal argument
that market driven globalization renders the welfare state of marginal importance in
economic life. Thus, the welfare reforms in East Asia have provided an important
example that social inclusion can go hand in hand with economic development. In East
Asian countries, social policy has been used as an instrument for economic
development strategies. Policy makers, according to Gough (2001), set economic
growth as the fundamental goal, pursue a coherent strategy to achieve it and use
social policy as an instrument for attaining that goal.

The characteristics of the East Asian welfare state model could be divided into four key
elements; the first is a development ideology that subordinates welfare to economic
efficiency. The second is the fact that dependence on the state is discouraged. The
third is private sources of welfare being promoted and, finally, financial resources for
social insurance are diverted into investment in infrastructure (Kwon, 2005, p. 2). To
avoid a demand for universal entitlement, the state does not provide funding for
welfare programmes, but enforces the rules, both formal and informal, which regulate
the payment of contributions for social benefit by companies and their employees.
Thus, generally only people who contribute and are part of an active workforce are

entitled to social benefit.

Even though the state played a strategic role in the economic development of all the
East Asian economies, the role of the state in different countries was not exactly the
same. Using Taiwan and South Korea as examples, Kwon (2005, p.15) notes the state
deliberately intervened in the economic decision making of firms to facilitate
industrialisation of the whole economy, rather than certain sectors with comparative
advantages. Although East Asian countries share the characteristic of the
developmental welfare state, there are differences in the structure of their welfare
states. South Korea and Taiwan moved towards an inclusive type of developmental
state, while Malaysia, Singapore and Hong Kong maintained their selective welfare
state characteristics. Meanwhile, Malaysia, according to Kwon (2005 p. 18), adds an
important variation to the developmental welfare state due to its historical background

and the institutional configuration of its welfare state. After the crisis, in contrast with
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other East Asian countries, the welfare states in Malaysia, Singapore and Hong Kong

remained largely unchanged.

b. Property Owning Welfare State

Groves et al. (2007 p. 1) describes the welfare state model in East Asia as ‘Property
Owning Welfare’ which positions property development and ownership, particularly
housing, in @a much more significant position. They also suggest the unique East Asian
welfare model adds ‘property owning’ as the fourth world of welfare capitalism in
addition to the three world welfare capitalism identified by Esping-Andersen (1990).
For many East Asian countries, home ownership has always been a key factor in their
housing policies. Home ownership, according to Lee (2003, p. 8), is pursued on both
political and economic grounds. Politically, home ownership is fairly believed to be
capable of generating social stability and, hence, political legitimacy; economically, the
performance of the housing market is invariably an important source of growth for the
economy (King, 1998, p.2). However, housing preferences are constrained by income,

family ties, employment and market conditions.

The East Asian welfare model also tends not to use cash benefits or social security
arrangements; instead, it uses a system in which access is available to services in
kind, including housing. Unlike the welfare state model in advanced industrial
countries, it is mostly initiated due to local and national pressures which emphasise the
importance of citizenship rights as a determining factor for access to services as
(Esping-Andersen 1990). However, in East Asia, as described by Groves et al. (2007
p.2) “...there was no concept of government as the property of the people or the

existence of rights but rather founded on the basis of struggle.”

Although Groves et al. (2007) argue East Asian countries do not have significant or
generous transfer payment and social security systems with underdeveloped welfare
states, but the government encourages compulsory savings for people to invest in
property. As described by Groves et al. (2007 p.11), the property “...direct or indirectly
provide resources in older age and in periods of low income are significant alternative
which should not be dismissed simply because it does not follow the western model”.
Therefore, in East Asian welfare states, housing plays a very important role with the
expectation that the property will appreciate over time. The property owning welfare
state involves more minimalist provision through the state. The individual asset

ownership largely associated with ownership of housing has enabled the state to
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reorganise and modernise its role in a way that is more in tune with global economic

pressures and economic orthodoxies about the role of the state.

However, reliance on property as future savings also has weaknesses, since the price
of property is subject to economic cycles. Those people who invest in property at the
right time may become wealthy as a result or the reverse situation could happen. It can
also create inequality among people based on two dimensions, namely place and
between groups. The inequality among the group is more critical, since it could deprive
the low income group from owning property, especially due to multiple property
ownership. The emerging group of property owners or the new landiord class not only
own the property in which they live, but have purchased other properties as well
(Groves et al. 2007, p. 207). In many cases these are people who were in
advantageous generational positions and in the right place in terms of property and the

economic cycle.

In terms of housing provision, it is important to recognise the success of East Asian
welfare systems over the last two decades in reducing the most visible shortages,
achieving a decline in overcrowding and sharing of accommodation and the
amelioration of the worst housing conditions with reduced government intervention,
with the exception of Singapore and Hong Kong. Thus, in general, housing provision in
East Asia is not structured around universal citizenship rights, but is based on the
ability of the household to pay rather than principles of fairness and equality (Doling,
1999, p. 203).

2.4.3 Housing Policy Regime of East Asia

Doling (1999) suggests the determination of housing policy regimes should be carried
out based on an assessment of the balance between the market and the state. He
used an approach which is similar to that earlier used by Ambrose (1994) for the
system of producing and maintaining the built environment. The process of housing
provision involves three main stages, namely development, construction and
consumption (see Figure 2.1). Both development and construction stages are also
known as the production stage by Ambrose (1994, p.39). Ambrose meanwhile uses
the term ‘allocation’ to describe the consumption stage. Therefore, for the purpose of
this thesis, the terms housing provision mainly refers to production and allocation

process.
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Figure 2.1: Housing Provision Process
Source: Doling (199923, p.231)

The development stage involves various agents setting-up the conditions for house
construction to take place (Doling, 1999a, p.231). This stage, according to Doling, will
involve acquiring land and ensuring any requisite development permission, acquiring
finance, drawing-up plans for the development and engaging a builder. The
construction stage involves assembling the raw materials into a physical shelter.
Meanwhile, the consumption stage takes place when construction is completed. Other
factors of production, especially land and finance, are also important in determining the
housing provision regime of a particular country. At each of the stages, the state may
intervene to a different degree which causes a different mixture of market and state.
The level of state involvement will determine the type of housing regime adopted by

particular countries.

Based on Doling analysis of selected East Asian countries housing regime (1999a and
2002), he developed the distinct East Asia ‘Little Tigers’ model, of which Singapore is
archetypal. Doling concluded that, in East Asia generally, there is strong state control
of the economy and development which is highly directed threugh five-year plans.
Meanwhile, the construction stage is undertaken by private companies, often building
to contract arrangement. Housing allocation and consumption is primarily dictated by
the willingness and ability of households to pay from their income. Nevertheless,
Doling also noted some differences within the East Asia model, particularly in the

cases of Singapore and Hong Kong in which the state plays a greater role, with strong
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control over land and high levels of state provision compared to Taiwan and South
Korea, which have weaker state controls and rely on market provision. A comparison

hetween the East Asian model and Western model is summarised in Table 2.3.

Table 2.3: Comparison of Housing Regimes in East Asia and the West

Stage Market State
a) Liberal Regime
Development X
Construction X
Consumption X

b) European Regime

Development X
Construction X
Consumption X

c) East Asia ‘Little Tigers’

Development X
Construction X
Consumption X

Source: Doling (2002 p.182)

Doling (2002, p.183) also identified that other East Asian countries, like Malaysia,
Indonesia and Thailand, each had small scale programmes for state housing provision
which were often aimed at particular groups such as civil servants and low income
groups. In these countries, he added that self-help, community development and
partnership have become key components in slum and squatter upgrading
programmes. Thus, Doling categorises East Asian countries’ housing policy
approaches into three types: Hong Kong and Singapore fall under state provision,
Japan, Korea and Taiwan fall under selective intervention and, finally, Indonesia,

Malaysia and Thailand qualify as supported self-help.

THE CHANGING ROLE OF THE STATE AND MARKET IN HOUSING PROVISION

The debate on the changing role of state in housing provision under neo-liberalism has
been widely discussed in the literature over the last two decades (see Barlow and
Duncan, 1994; King, 1998; Angel, 2006; Dogson, 2007; Forrest, 2008). Nevertheless,
mozt research has focused upon Western European, North America and other English

speaking countries such as Australia and New Zealand. Despite a growing number of
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studies examining the changing role of the state and market in East Asia, research is
generally still concentrated on selected countries, mainly Japan and Asian Tiger
economies i.e. South Korea, Taiwan, Hong Kong and Singapore (see Doling, 1999;
Agus et al., 2003; Forrest and Lee, 2003; Forrest and Hirayama, 2009) and China
(Wu, 1998; Zhou and Logan, 2001; Chiu, 2003). There is a distinct lack of research
which is focused on East Asian developing countries, particularly Malaysia, Thailand,
Indonesia and the Philippines. This is despite the fact that these countries could offer
an important lesson on how to deal with growing housing issues in other developing

countries in sub-Saharan Africa and South America.

Recently, several scholars have conducted comparative studies between Western and
East Asian countries in terms of housing provision (see Doling, 1999; Forrest and Lee,
2003; Agus et al, 2002; Forrest and Hirayama, 2009). These scholars identified
several differences between East Asian and Western housing systems. Firstly, in East
Asia the state is dominant in housing production through five-year national plans which
set targets for the production of difference types of housing in different locations.
Secondly, the allocation of housing in East Asia is not based on bureaucratic
procedures reflecting principles such as equality or fairness, but on the ability of the
household to pay. Thirdly, East Asian countries have a greater proportion of home
owners than Western countries. Fourthly, social housing in the West has been deeply
embedded in the welfare state, but in East Asia the housing system is still largely
residual in nature. Finally, housing resources the in West are generally targeted at
specific income groups, while social housing programmes in East Asia are targeted at
the poorest section of society. Thus, in this section the discussion will focus on the
changing role of the state in housing provision from Western and East Asian

perspectives.

2.5.1 Debates on the Role of the State and the Market in Housing Provision

In developed countries, during different historical periods, different conditions can alter
the balance between market and state (Kemeny, 2002, p.191). Usually, when the
market cannot profit from housing, the state intervenes to fill the gap. Once housing
becomes profitable, the state partially withdraws. The main issue in terms of housing
provision is whether society should be organised on the basis of private ownership of
the means of production (capitalism, market system) or public control of the means of

production (socialism, communism). A regime combining certain features of state
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intervention with some of a free market may avoid the failures of either a purely
planned or a free market model. Failure of the socialist systems has been identified as
over emphasis of the role of the state in the economy (Zhang, 2001, p. 67). At the
same time, it may be equally impossible to have a successful economy without the

state, since individual welfare cannot be fully met in the market.

Neo-classical economists believe that individuals behave rationally in maximising
utilities according to their preference, and relative prices drive the market towards long
equilibrium. The market is therefore structured according to the players competing by
price and quality rather than in other ways. However, according to Zhu (1997 & 2005),
there are usually market failures and imperfections and the housing market is not
perfectly competitive. The property market, including housing, is one of the least
perfect markets due to the heterogeneity and immobility of its products, high cost of
transactions and the fact that it is heavily influenced by fluctuations in economic
development. Owing to these characteristics, government interventions seem
indispensable, not only to make market operations efficient, but also to achieve other

non-economic goals.

During the 1970s and 1980s, it became increasingly clear that the government could
not maintain its role as a direct producer of housing and that this role must necessarily
be performed by the formal or informal private sector (World Bank, 1993, pp. 19). The
government should play the role of an enabler, facilitator in order to encourage
housing activities by the private sector in line with neo-liberal policy agenda. The role
of the state and the market has been at the centre of the housing policy debate, while
low-income housing is of long term concern to every country, particularly those in Asia,
as described by Zhang and Sheng (2002 p.1). The traditional conceptualisation of
state and market has been under increasing strain and, over the last two decades, the
conventional distinction between the state and the market has been challenged. The
role of the state has gradually shifted from control to influence and from direct

provision to steering and enabling.

The role of the private sector and non-governmental organisations has been extended
and, increasingly, governments rely on the private sector to provide public housing
services, as described by the World Bank (1993). Governments are advised to
abandon their earlier role as producers of housing and to adopt an enabling role of
managing the housing sector as a whole. The market for housing can go a

considerable way towards meeting housing needs, but does not always do so
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effectively (World Bank, 1993, p. 38). Eliminating or mitigating the effect of market
failure is a key feature of governments’ enabling role in the housing sector, a role that
deals with the causes of many urban housing problems. Market failures, according to
Zhu (1997, p. 5), are obvious and inherent, especially in the urban land market.
Without state involvement, the market would produce an inadequate amount of non-
rival and non-excludable public goods. The public goods, for example, infrastructure,
open space and greenery, are necessary for the functional well being of city dwellers.
At the same time, governments have an obligation to avoid intervening in ways that
disrupt the market.

In terms of housing provision, according to the United Nations (UN-Habitat, 2003
p.43), the major policy changes towards a market economy and neo-liberal policy
firstly include the reduction of most public ‘welfare’ expenditure in the developing
world; this was usually carried out under the terms of SAPs following a fiscal crisis.
The second change is the privatisation of many forms of government enterprise. The
new rule is that the government should not be involved in anything that the private
sector can do. The new role of government is to enable the private sector by improving
its institutions and its planning and supportive capabilities, rather than engaging
directly in productive activity. The enterprises most affected are utility companies and
public housing. The final change is reform of regulation, as a large number of

regulations and restrictions have been removed in many countries.

As recommended by the World Bank, governments should enable the housing sector
to function well by focussing on seven operational instruments in order to stimulate
housing demand, to facilitate the process of housing supply, to create an overall
institutional framework for managing the housing sector and ensure adequate access
to housing for the poor (World Bank, 1993, p. 39). The seven operational instruments

are shown in Table 2.4.
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Table 2.4: The Do’s and Don’ts in Enabling Housing Markets to Work

instruments Do Don’t

" =veloping Property e Regulanse land tenure « Engage in mass evictions
Rights ¢ Expand land registration ¢ Institute costly titling systems

¢ Privatise housing stock * Nationalise land

o Establish property taxation « Discourage land transactions
Developing Mortgage ¢ Allow private sector to lend Allow interest rate subsidies
Finance * Lend at positive/market rates Discriminate against rental

o Enforce foreclosure laws housing investment

o Ensure prudential regulations o Neglect resource mobilisation

o Introduce better loan instruments ¢ Allow high default rates
Rationalising Subsidies e Make subsidies transparent ¢ Build subsidised public housing

e Target subsidies for the poor ¢ Allow for hidden subsidies

« Subsidise people, not houses ¢ Let subsidies distort prices

o Subject subsidies to review e Use rent control as a subsidy
Providing infrastructure e Coordinate land development e Allow bias against infrastructure

+ Emphasise cost recovery investments

o Base provision on demand ¢ Use environmental concerns as

e Improve slum infrastructure reason for slum clearance
Regulating Land & « Reduce regulatory complexity ¢ Impose unaffordable standards
Housing Development » Assess costs of regulation e Maintain unenforceable rules

+ Remove price distortions ¢ Design project without link to

« Remove artificial shortages regulatory/institutional reform
Organising the Building + Eliminate monopoly practises o Allow long permit delays
Industry e Encourage small-firm entry « Institute regulations inhibiting

¢ Reduce import controls competition

e Support building research ¢ Continue public monopolies
Developing a Policy & e Balance public/private sector ¢ Engage in direct public housing
Institutional Framework roles delivery

o Create a forum for managing the ¢ Neglect local government role

housing sector as a whole » Retain financially unsustainable

Develop enabling strategies
Monitor sector performance

institutions

Source: The World Bank, 1993

2.5.2 The Changing Role of the State and Market in Housing Provision in

Western Countries
Over the last two decades, neo-liberal supremacy and a market economy has changed

the political economy landscape in many European and North American countries,

including the corporatist and social-democratic welfare states. Housing, according to
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Forrest (2008, p.179), “has been at the forefront of so called ‘modernization’ projects
by selling of state housing, introducing market actors into the management of state
haousing, marketizing state rental systems and reducing the overall role of direct
government provision in the housing market.” The current trend in housing provision in
many European countries has shown movement along a neo-liberal path, as
concluded by many scholars (see Doling, 1999; Peck and Tickel, 1999; Whitehead,
2003; Forrest and Lee, 2003; Dogson, 2007; Forrest, 2008).

The neo-liberal transformation in housing provision began in liberal welfare states,
particularly the United Kingdom (UK) and the United States of America (USA) during
the early 1980s. In the UK, the state began to sell council public housing stock to the
sitting tenants under the 'Right to Buy’ scheme introduced during British Prime Minister
Margaret Thatcher's administration which included significantly reduced state
involvement in the provision of new housing stock (Lund, 1996, p.49). The role of
housing provision was also transferred to the private sector and thus earmarked the
retreat of state from direct housing provision. Neo-liberals claimed production and
housing allocation should be ‘marketized’ as far as possible and state intervention
should be reduced or even removed (Barlow and Duncan, 1994, p.38).

Nevertheless neo-liberal transformation clearly brought new challenges for public
policy, particularly in housing provision. In order to solve the problem, Western
countries have commonly re-structured housing subsidy systems by replacing them
with demand subsidies in line with neo-liberal policy. The states have also begun to
withdraw from public provision and shift more emphasis towards the private sector and
market. At the same time, states “... concentrate on improving financing system and
market framework as well as developing guarantee and insurance systems to support
the provision of funding” (Whitehead, 2003, p.61). The retreat from direct housing
provision in the West is also associated with growth in individual home ownership and
an increase in private renting. Therefore, by the early 21% century, housing provision
was more thoroughly embedded in market processes and the dominant direction of
change has been towards a higher level of individual ownership (Forrest, 2008, p.179).

A recent review of literature on housing provision in several European countries also
indicates the highly varied and uneven application of the neo-liberal policy regime.
Countries such as Belgium and France suggest that there is little evidence of the
withdrawal of the state from housing. Meanwhile, countries such as Sweden and

Germany have shown clearer examples of apparent state withdrawal from housing and
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a shift in emphasis to the market as a housing provider (Dogson, 2007, p.90). Sweden
for example, regarded as a typical social-democratic welfare state in Europe during the
early 1990s, has ceased to maintain a high degree of state intervention in housing
provision. According to Clark and Johnson (2009), since the early 1990s, the housing
sector in Sweden has been radically reformed in accordance with neo-liberal ideology.
Under the new conservative party, housing is regarded as a commodity, with subsidies
discontinued or radically reduced.

However, the implementation of neo-liberal transformation in housing provision in
Western society has inevitably resulted in consequences for the social and national
economy. After more than two decades of neo-liberal policy implementation in many
countries, problems began to emerge and have been widely debated by housing
scholars. Among the consequences highlighted in the literature is a weakened state
capacity to resolve housing problems. Forrest (2008 p.174) argues “the reduction of
direct housing provision has arguably diminished state capacity to respond as
effectively as in the past to shifting housing needs and demand of population®. In many
situations, state intervention was crucial to resolving housing problems. Adequate

state intervention, particularly in land and capital markets, proved to be essential.

The second consequence is exposure of housing to the vulnerability of financial
markets. The housing market tends to be more volatile in financially deregulated
countries with periodic price booms and bursts (Forrest, 2008, p.181). Forrest (2008)
states “lending practices in the deregulated environment have often involved higher
loan to value ratios and thus higher risk exposure for both households and institutions.”
Individuals and households nowadays are subject to a credit system shaped by the
neo-liberal global financial regime. The recent role of housing in the subprime crisis
and the consequent ‘credit crunch’ proved market inefficiency under the neo-liberal
regime. It also demonstrated the significant influence of the housing sector in the wider

economy under economic globalisation nowadays (Glynn, 2009, p.9).

Thirdly, increasing housing affordability problems have occurred, despite a global trend
in the deregulation of financial markets and low interest rates. Financial globalisation
has resulted in the acceleration of the homeownership boom over the last two decades
(Forrest and Hirayama, 2009, p.7). However, at the same time, free market practices
have created unequal competition among buyers, particularly with regard to the poor
and younger generation. This problem is concentrated by the multiple ownership of

houses and speculative buying practices among middle and high income people.
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Thus, the younger generation find it difficult to step onto the property ladder, as shown
in a comparative study of Japan and the United Kingdom by Forrest and Hirayama
(2009). The problem is similar in France, as explained by Natiel (2009); in many cities,
the new houses are beyond the affordability of a lot of people, despite many
unoccupied homes. These properties, as she explained, are actually owned by wealthy
French or foreign investors and are left empty for speculative purposes. Another factor
is rapid house price inflation which contributed to a lack of housing affordability for
those seeking to enter homeownership (Forrest, 2008, p.195). Nonetheless, for
existing house owners, rising property values are very important for their investment,

but this is not true for new homebuyers.

Finally, the failure of the market to provide adequate houses will contribute to
inequality among poor and rich people (Glynn, 2009, p.33). Reliance on the market to
meet the housing needs of economically disadvantaged households and the poor has
proved difficult. Inefficient markets, according to Glynn, transmit their imbalances and
volatility into the rest of society, thus affecting savings, investment, expectations and
eventually the whole of the economy. Thus, the neo-liberal policy agenda has resulted
in many economic and social consequences in Western societies which could provide

valuable lessons to other countries.

2.5.3 The Changing Role of the State in Housing Provision in East Asia

Studies examining the role of the state and the market in a few Asian countries show
mixed results (Zhang and Sheng, 2002). China, India, Thailand and Taiwan
demonstrate the increasing role of the market. The governments of those countries are
shifting their role from one of direct intervention, control and order to that of enabling
and steering. The governments restrict their role to that of providing assistance to low
income groups. Countries like China are undergoing more radical changes,
challenging the established housing systems and moving towards a more market-
orientated approach (see Wang, 1996, 2000 & 2001; Logan, 2002). Despite
maintaining a developmental approach to housing policy and the implementation of
housing programmes during the early 1990s, there is a tendency among East Asian
countries to move towards a relatively less state oriented system of housing provision
(Doling, 1999 p.185). Since the early 1990s, the system of housing provision and
consumption in East Asia has been increasingly deregulated, with greater emphasis

on market mechanisms (Hirayama and Ronald, 2007, p.4). Thus, many scholars
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during the 1990s suggested a convergence of the East - West policy approach
seemed possible.

The neo-liberal transformation in East Asia accelerated faster following the Asian
financial crisis. Countries worst affected by the crisis were expected to adopt neo-
liberal housing policies, particularly South Korea, Thailand, Indonesia and Malaysia
(Agus et al., 2002). Housing investment by the public sector in East Asian countries
since the crisis has reduced significantly. The housing sector is also expected to be
more transparent and better regulated in line with neo-liberal policy. The allocation of
finance for the housing sector became less the responsibility of the state and more of
the market (Doling, 1999, p.186). Most East Asian states instead focussed on
stabilising the housing market after the crisis and, at the same time, encouraged the
private sector to get involved in housing provision.

However, in general, housing in East Asia still shows few signs of convergence with
the Western neo-liberal model (see Hirayama and Ronald, 2007; Cheung, 2009).
Japan, particularly, and other ‘little tigers’ have all demonstrated elements of a specific
type of corporatism to a greater extent. As Hirayama and Ronald (2007) explain,
despite some similarities in the commodified private housing and the residual nature of
public housing, there is a considerable variety of state-market mix and the stage at
which the state intervenes in housing provision among East Asian countries.
Singapore, for example, still pursues active and extensive state subsidised housing
provision in line with its national development agenda. Meanwhile, Japan, South Korea
and Taiwan commit to low social welfare spending on housing compared to Singapore
and Hong Kong. Japan, South Korea and Taiwan have weaker controls and more
selective state intervention. Subsidies are used to ensure that housing meets the
needs of low income groups within a market framework. Thus, Japan, along with the
other ‘Asian Tigers’, according to Hirayama and Ronald (2007), not only shows
divergence from the Western model of housing provision, but also demonstrates
differences in the set of social and political relations which link state authority to

housing policy.
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2.6 HOUSING COMMODIFICATION AND DECOMMODIFICATION DEBATES

The concept of commodification-decommodification has been widely used to explore
aspects of social, economic and political transformations associated with the rise of
industrialisation and with the subsequent development and changes in welfare policies in
industrial countries (Doling, 1999b, p.156). According to La Grange et al. (2004 p.558), there
are three main streams of research related to the concept of commodification-
decommaodification. The first focuses on labour under capitalism, particularly work by Nelson
and Barley (1997) and Siegal (1998). The second stream of research on the
commodification-decommodification of social policy mainly refers to the framework by
Esping-Andersen (1990) on welfare state regimes related to healthcare, children, education
(by Churchill, 1999; Le Grand and Robinson, 1984) and housing (see Barlow and Duncan,
1994; Hoekstra, 2003; La Grange et al, 2003 & 2004). The final stream addresses the
commodification of space including cities as tourism destinations (Schollman et al., 2000),
place promotion and entrepreneurial cities (Wu, 2000) and regional industrial policy
(Addleson, 1989).

Commoadification, according to Radin (1996) and Sternberg (2000), means “a process
whereby objects became tradable and commensurable in the market.” For a market system
to function it must commodify those goods, services and attributes that people value.
Commodification also refers to buying and selling goods or services and, in a broader sense,
incorporates the practice of thinking about interactions as if they were sale transactions
(Radin, 1987; Wilkinson, 2000). Chiu (2001 p.100) highlights that the term commodification
has often been interchangeably used with marketization. She explains “commaodification
emphasizes the exchange value of the object whereas marketization underscores the
institutional framework in which exchange value is realized.” Meanwhile, decommodification
in the context of welfare provision means “the degree to which welfare services are free of
the market” (Giddens, 2006, p.367). He explains that, in a system with high commodification,
welfare is provided publicly and is not in any way linked to one’s income or economic

resources.

Since the 1980s, many scholars have studied the relationship between housing provision
and the market process in advanced capitalist countries using the commodification and
decommodification concept (see Forrest and William, 1984; Forrest and Murie, 1995; Doling,
1999). Forrest and William (1984) discuss the “erosion of decommodification forms and
reorganisation of commodified relations in the housing sector” and the intensification of the

commodification process at the level of consumption and at the level of production. Forrest
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and Murie (1995) identify zones of transition in British cities where former state-owned
dwellings have been privatised under the Right to Buy legislation and the cumulative effects

of these individual transactions is the progressive commodification of the neighbourhood.

However, studies have only recently begun to focus on East Asia, particularly South Korea,
Hong Kong and Taiwan (La Grange, 1999; La Grange and Nam Jung, 2004; La Grange and
Pretorius, 2005; La Grange et al., 2006) and China (Wang and Murie, 1996 &1999; Wang,
2001; Chiu, 2001; Logan, 2002; Wu, 2001 & 2003). Meanwhile, other South East Asian
countries including Malaysia are still not extensively discussed in the literature. Studies by
La Grange and others in selected Asian countries, particularly Hong Kong (1999 & 2005),
South Korea (2004) and Taiwan (2006), have identified the trend towards housing
commodification in these countries. Nevertheless, the states remain in control of elements of
production, particularly land; thus, housing is still not considered to be fully commodified in
these countries.

Similar studies by Wang and Murie (1999), Chiu (2001), Logan (2002) and Wu (2003)
explain that the housing system in China has become more commodified since market
reform in the early 1990s. Commodification has enabled China to become more efficient in
producing housing and increased homeownership among its citizens (Chiu, 2001, p.109).
However, the housing commodification model in China is different from other former socialist
countries with distinctive characteristics (Wang and Murie, 1999; Chiu, 2001). Thus, a
different forms and characteristics of housing commodification has emerged in East Asia

over the last 20 years.

2.6.1 Measuring Levels of Housing Decommodification

Esping-Andersen (1990) used decommodified measures to categorise Western industrial
countries and Japan into three types of welfare states known as social democratic,
corporatist and liberal. However, his measures of welfare decommodification levels did not
include housing. Therefore, many scholars later began to develop decommodification
measures related to housing (see Dickens et al., 1985; Barlow and Duncan, 1988; Harloe,
1995; Doling, 1999b; La Grange et al., 1999, 2004, 2005 & 2006; Groves et al., 2007). Most
scholars focus on the analysis of housing tenure to determine the level of decommodification
(see Barlow and Duncan, 1988; Harloe, 1995; Groves et al., 2007). Decommodification is
usually associated with a high level of social rented housing and a country with a high level

of homeownership is considered to be commodified (Harloe, 1995, p.5). The tenure data
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was used to calculate the level of decommodification. The score was then used to locate the
level of the housing system of a particular country in terms of commodification or
d=czmmodification. However, the outcomes of analyses based on housing tenure alone
were sometimes inaccurate and misleading (Doling, 1999b, p.160).

Doling (1999b p. 157) then suggested the rules of access and rules of exit to determine the
level of housing decommodification. The rules of access refer to income and other non-
financial criteria. When access to housing is based on non-financial criteria or citizenship
rights are dominant, the level of decommodification is high. If access is based on individual
income, particularly for homeownership, the country is considered to be highly commodified.
The rules of exit, meanwhile, refer to security of tenure “...that govern the ability of the
occupants to continue living in the house when their income changes. Whenever they allow
continuity without the householder being driven to acquire their former level of income, there
will be high level of decommaodification” (Doling, 1999b, p.158).

In addition to analysis of housing tenure, some scholars added other elements such as land,
subsidies and financing in the determination of decommodification levels (see Dickens et al.,
1985; La Grange et al., 1999, 2004, 2005 & 2006). Dickens (1985 p.120), for example,
identified government subsidies, rent control, welfare benefits, state control over housing
finance and land as elements suitable to measure the level of decommodification.
Meanwhile, La Grange et al. used land, subsidies and financing to determine the housing
commodification-decommodification continuum in several East Asian countries (Hong Kong,
Taiwan and South Korea). The continuum method used by La Grange et al. however, was
derived from Radin’s (1987) earlier work. Radin (1987) suggested using a ‘continuum’ to
reflect the degree of commodification and draws a distinction between two aspects of
incomplete commodification, namely participant and social. The former, according to Radin,
refers to the co-existence of market and non-market aspects of interaction, although money
changes hands, while the latter refers to societal recognition that things have a ‘non-
monetisable’ participant significance by regulating the free market.

La Grange et al. (1999, 2004, 2005 & 2006) then further developed the idea and proposed
that the continuum has end points. At one end land and housing is wholly decommodified,
produced and consumed according to criteria unrelated to market considerations and at the
other end, wholly commodified, namely wholly produced and consumed in the market (La
Grange 2006, p.54). Thus, if the continuum is continuous, then movement along the
continuum might be treated as the extent to which housing has a use value or an exchange

va.ie. The movement along the continuum can be in either direction. They also suggested
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the key features of housing in order to determine the level of commodification as, firstly,
ownership of land, secondly, ownership of housing and thirdly, financing of housing.
According to them, housing is incompletely commodified when at least one of these
components is decommodified to a significant degree.

2.7 CONCLUSION

Over the last two decades, neo-liberalism has dominated policy discourse and
implementation in many countries, including in the sphere of housing provision. The
discussion in this chapter, however, highlights that the impact of neo-liberalism around the
globe is still uneven and the pace is changing over a period of time. After almost two
decades of neo-liberalism dominating policy implementation in developed and developing
countries, most countries nowadays have begun to question the need to pursue a neo-liberal
political economy agenda. This includes perceived mishandling of the East Asian crisis by
Bretton Woods Institutions, the terminatioh of the long economic boom of the 1990s in the
United States, a series of corporate scandals that has tarnished the image of American
capitalism, the tragedy of ‘fast-tracking’ capitalism in Eastern Europe and the ex-Soviet
Union and the failure of the neo-liberal experiment in Latin America.

Similarly, in East Asia the outcome of neo-liberal reform is still uneven. Different forms and
degrees of neo-liberalism have emerged, according to Robison and Hewison (2005 p. 188).
Some states in Asia deliberately sought to intervene in the economy in a manner different
from the neo-liberal vision (Kitthananan, 2008, p.77). Domestic forces were often interested
only in making appropriate neo-liberal policy adjustments to sustain a restructured,
recalibrated developmental state that could respond to the perceived imperatives of the
globalizing knowledge-based economy. However, neo-liberal policy changes in East Asian
countries towards greater marketization and economic liberalisation have not led to
convergence with the Anglo-American model of a minimally regulated market (Cheung,
2009, p.200). In some countries affected by the crisis, the state quickly adjusted its policy
and economic strategies. In Singapore, for example, the government has attempted to
introduce new strategies for integrating into global markets without disturbing the essence of

the existing structure of the Developmental State

There is also a growing rejection of neo-liberal policy in East Asia, given that much of the
neo-liberal agenda directly threatens existing patterns of political and economic power

across much of the region. Therefore, many East Asian countries embraced neo-liberalism
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less than enthusiastically, especially given that there are continuing doubt about the merits
and possible impact; in fact, it could be said that there is widespread resistance to neo-
liberal reform among East Asian states (Beeson and Islam, 2005, p. 210). In reality, the neo-
liberal motivated process has been ’highly contested’, leading to contradictory, ambiguous
and sometimes surprising outcomes, as explained by Cheung (2009, p.31). Recent studies
also show that neo-liberal ideas failed to register any meaningful impact on both growth and
poverty. Therefore many neo-liberal opponents in East Asia also argue that, after more than
two decades of deregulation, privatisation and fiscal austerity in some countries, neo-liberal
policies have still failed to eliminate poverty and, to a greater extent, inequality (Robison and
Hewison, 2005, p. 188). Thus, after more than two decades of neo-liberal reform and a
market economy, most East Asian countries still maintain a largely developmental state

approach in their policy implementation.

Meanwhile, in terms of housing provision, a recent review of the literature on housing
provision in several European countries also indicates a highly varied and uneven
application of the neo-liberal policy regime. Countries like Belgium and France suggest that
there is little evidence of withdrawal of the state from housing. Meanwhile, countries such as
Sweden and Germany have shown clearer examples of apparent state withdrawal from
housing and a shift in emphasis with regard to the market as a housing provider (Dogson,
2007, p.90). Sweden, for example, was regarded as a typical social-democratic welfare state
in Europe during the early 1990s, but has ceased to maintain its high degree of state

intervention in housing provision (Clark and Johnson, 2009).

Similarly in East Asia, Japan, along with the other ‘Asian Tigers’, according to Hirayama and
Ronald (2007), not only show divergence from the Western model of housing provision, but
also display differences in the set of social and political relations which link state authority to
housing policy. Singapore, for example, is still pursuing active and extensive state
subsidised housing provision in line with its national development agenda. Meanwhile,
Japan, South Korea and Taiwan commit to low social welfare spending on housing
compared to Singapore and Hong Kong. Japan, South Korea and Taiwan have weaker
controls and a more selective state intervention. A discussion on the changes in the global
political economy in the context of Malaysia and its influence on housing provision will be

examined in Chapter 4.
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3.1

3.2

CHAPTER 3:

RESEARCH METHODOLOGY

INTRODUCTION

This chapter discusses the methodology of the research. Divided into six sections, it
covers the research strategy, research design, research stages, method of data
collection, validity and reliability issues, and ethical issues. Justifications for the
selection of research strategy, research design and methods used in data collection

will be discussed in each section.

RESEARCH STRATEGY

The study is premised on a qualitative research paradigm and its inherent
assumptions. The choice of a qualitative research paradigm is based on the
ontological, epistemological and methodological assumptions of the study
phenomenon. Firstly, ontology, which concerns itself with the nature of reality, is seen
as subjective and multiple in the eyes of the participants in the study. The process and
issue of the role of the state and the market in low cost housing allocation in Malaysia
is more likely to be better understood from a qualitative ontological viewpoint because
of a multiplicity of factors such as socio-cultural, economics, politics and the local
context. Therefore, a critical realist perspective of the ontological position will be

adopted in this research.
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Critical realism is a philosophy of science with a particularly ontological perspective
(Lawson, 2006, p.45). It entails a structured notion of reality with related overlapping
domains: real (mechanism), actual (events) and empirical (experience). Critical realism
also promotes active acknowledgement of the structured, open and dynamic nature of
the object or phenomenon under examination regarding important causal dimensions
that may or may not be directly observed or recorded. Realism not only acknowledges
the existence of socially constructed experiences (multiple meanings and actor's
interpretations), but also physical and non-physical conditions, actual events and
influential social relations. Meanwhile, Social Constructionism claims access to the
material world is mediated through language and discourse (Jacobs et al., 2004 p.3).
Social constructionists take lay perceptions of housing very seriously. They consider
that everyday concepts provide the basis for many (housing) related actions. Strong
social constructionists claim that, in reality, housing only exists at the level of
experience and that it is not necessary to look beyond this reality as perceived by
actors (Lawson, 2006, p.47). The research will focus on understanding the low cost
housing allocation process in Malaysia according to various key players’
interpretations from a critical realist perspective.

Secondly, epistemology is understood to be the source and nature of knowledge. The
key question regards the relationship of the researcher to that of the researched. In the
qualitative paradigm, the researcher interacts with the research subjects. This is in
contrast to the quantitative paradigm assumption, where the researcher is viewed as
being independent of that being researched, which implies non-interaction. The
qualitative approach is advantageous in the context of this study because it facilitates
the gaining of deeper insights from the researcher’s immersion in the processes, thus
iluminating the research issue rather than adopting an aloof stance that brings a

greater understanding of the research phenomenon.

Finally, there is the issue of methodological assumptions. Qualitative research is an
inductive rather than a deductive process. As explained by Cresswell (1994, p.5), one -
issue is the cause-effect relationship and the desire to prove causality in the
quantitative paradigm against “a mutual simultaneous shaping of factors” in the
qualitative paradigm. Although the research looks at the effect of the relationship
between various agents in low cost housing allocation, it will be impossible to prove a
cause and effect relationship between the two aspects. Thus, a triangulation of
evidence drawn from multiple sources may indicate how the factors affect one another.

The qualitative paradigm also allows for the possibility of an evolving design in terms
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3.3

of categorisation of data during the research process. In quantitative research, data
categorisation is conducted beforehand, with minimal scope for flexibility with regard to

the emergence of new data categories during the collection process.

RESEARCH DESIGN

The study is based on the use of multiple methods in the context of a case study
design. The selection of a case study design was made based on several reasons.
Firstly, the case study is a powerful empirical research method that provides the
opportunity to investigate an actual context (Bryman, 2001, p.49). As a research
strategy, the case study method allows researchers to retain the holistic and
meaningful characteristics of real life events such as the individual's life cycle,
organisational and managerial processes (Yin, 2003, p.2). Thus, in the context of this
research, the Open Registration System (ORS) for low cost house buyers is selected
as a case study to analyse the role of the state and market in low cost housing

allocation in Malaysia.

Secondly, case study design is suitable for individual researchers as it gives an
opportunity for in-depth study of one aspect of a problem within a limited time scale
(Yin, 2003, p.2). Since the study was conducted within a limited time period and
required the involvement of people from Federal and State government, private
housing developers and low cost house buyers, only one state in Malaysia was
selected to investigate the role of the state and market in ORS implementation. Thirdly,
case studies are preferable when it comes to focussing on contemporary phenomena
within a real-life situation where the researcher has little control over events (Yin,
2003). In this study, the researcher obviously has no control over events related to the
implementation of ORS. Finally, there is the ability of the case study to draw evidence
from multiple sources (Hakim, 1987). This is facilitated by the use of a variety of data
collection techniques and methods, thus making the case study potentially overlap with
other research strategies which offers their combined and complementary strengths
and allows the investigation to retain a more holistic and meaningful approach to real
life situations (Hakim, 1987; Yin, 2003). To achieve a more holistic and meaningful
approach to the role of state and market in ORS implementation, the study combines
several data collection methods which include documentary analysis, qualitative

interviews and focus group discussion (see Figure 3.1).
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Figure 3.1: Triangulation of Evidence from Multiple Sources

Source: Author

There are four types of case study; these comprise the critical case, unique case,
revelatory case and exemplifying case, which is important when addressing the issue
of external validity (see Yin, 2003; Bryman, 2001). In the critical case study, the
researcher usually has a specific hypothesis and a case is chosen on the grounds that
it will allow a better understanding of the circumstances (Bryman, 2001, p.51). The
unique case is commonly used in clinical studies. The revelatory case exists when the
researcher has an opportunity to observe and analyse a phenomenon previously
inaccessible to scientific investigation (Yin, 2003, p.44). Meanwhile, the exemplifying
case is the most common type and is “often chosen not because they are extreme or
unusual in some way but because they will provide a suitable context for certain
research questions to be answered. As such they allow the researcher to examine key
social processes” (Bryman, 2001, p.51). In this research, the ORS provides a suitable
context to understand the process of the low cost housing allocation system in

Malaysia and answer the research questions.

One rationale for a single case is the representative or typical case (Yin, 2003, p.41).
The objective is to capture the circumstances and conditions of an everyday or
commonplace situation. ORS can be categorised as a typical case of a low cost
housing registration and allocation system implemented by the Federal government in
Malaysia. If an independent low cost housing allocation system in a particular state in
Malaysia was chosen for the case study, the outcome would be more likely to discuss
the operation of the system rather than a larger contribution towards the theory of the

role of the state and market in housing provision.

Meanwhile, in terms of the research question or the choice of data collection

strategies, Yin (2003 p.5) observes that “in general, case studies are the preferred
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strategy when “how” or “why” questions are posed...”, but in general the design is
appropriate for a whole range of familiar research questions which includes “who”,
‘what’, “where”, “how” and “why”. Four of these types of questions are pertinent to the

research questions identified earlier in Chapter 1.

However, the case study strategy has also been criticised on various grounds. The
main concern is that case studies provide an insufficient basis for scientific
generalisation (Bryman, 2001, p.52). However, the exponents of case study research
suggest that the purpose of this research design is not to generalise to other cases or
to populations beyond the case. Yin (1984, p. 10) also provides an explanation on this
issue; he distinguishes between analytic and statistical generalisability. He points out
that, in fact, scientific facts are seldom based on single experiments, but rather on
multiple experiments which replicate the same phenomenon under different conditions.
Therefore, like experiments, the generalisation of a case study is intended for

theoretical propositions rather than for populations.

Secondly, the opponents of case study strategy suggest that when using this method
the researcher often tends to become sloppy and allow anecdotal evidence or biased
views to influence the direction of the findings and conclusions. However, the critics
forget that bias can also encroach into the conduct of experiments, as well as into the
design of the questionnaire in the case of social surveys. Finally, a common objection
is that case studies take too long to complete and often result in enormous unreadable
documents. Yin (2003, p.11) explains that there is no need for case studies to take a
long time, as this assumption incorrectly confuses the case study method with a

specific method of data collection such as ethnography.

3.3.1 Case Study Selection

The selection of ORS to analyse the role of state and market in low cost housing
allocation in Malaysia was made based on several reasons. The first is the importance
of ORS in the context of the low cost housing allocation system in Malaysia. Since the
structure of government in Malaysia is based on a Federal system, housing provision
and allocation is always the responsibility of respective State governments under the
Federal Constitution. Prior to the establishment of ORS in 1997, all 14 States in
Malaysia had their own low cost housing registration and allocation system. However,

centralisation and standardisation of low cost house buyer registration and allocation
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by Ministry of Housing and Local Government under ORS means the Federal
government has indirectly taken the responsibility from the State government in low
cost housing allocation. This shows the importance of ORS in the low cost housing
allocation process in Malaysia since 1997. The study of ORS will also provide an
understanding of the role of the state and market in low cost housing provision and

allocation in Malaysia.

The second reason is a lack of academic research on the implementation of ORS at
the State level. Since the establishment of ORS in 1997, only one study in 2006 has
been conducted to look at the implementation of the ORS by the National Housing
Department (NHD). A study by NHD shows many State governments still not fully
adopted ORS for low cost housing allocation and formulate different policies. A
variation of low cost housing policies and institutional set-ups are expected because
housing is under the responsibility of respective State governments. Therefore, the
study of ORS implementation at the State level is important in order to understand the
relationship between the key players in low cost housing allocation, particularly the
State government, private housing developers and house buyers. For that purpose,

the State of Selangor was selected for the detailed study.

The third reason is that ORS features a unique practice in East Asian developing
countries in managing and administering housing for people with a low income. Not
many developing countries have established an effective system to control buyer
registration and allocation of low cost houses, especially for homeownership. Thus,
ORS could provide an important lesson to governments in other developing countries
in dealing with housing for people with a low income, improve housing administration

and eventually solve housing problems.

Fourthly, in the context of low cost housing provision in Malaysia, the issue is no
longer related to the stage of housing development and construction. The public and
private sector, over the last 20 years, has managed to build an adequate number of
low cost houses in Malaysia. However, the real problem is to ensure the targeted
group will eventually buy and own the low cost house. ORS implementation, therefore,
was the key strategy by the government to ensure only the poor can access and
eventually buy low cost housing. Finally, in Malaysia, the government not only controls
the allocation of public housing, but also low cost housing built by the private sector.
Therefore, an analysis of the implementation of ORS at the State level is crucial to

understanding government intervention in the low cost housing market.
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Secondly, there is a demographic factor. Although Selangor is only the eighth largest
State in Malaysia (with a land area of 125,000 sq km), it has the largest population in
Malaysia with 5.1 million people in 2010 (Department of Statistics Malaysia, 2010).
Over the last 10 years, the Selangor population has increased 21.8 percent or an
average of 2.18 percent annually, the highest rate of increase in Malaysia. In addition,
Selangor also has the largest number of households and living quarters in Malaysia
(see Table 3.1). The situation largely came about due to high natural growth and net
in-migration from other States in Malaysia (Selangor, 2003). In terms of ethnic
composition, Selangor has among the lowest Bumiputera population in Malaysia with
53.5 percent, 30.8 percent Chinese, 14.6 percent Indian and 1.1 percent others
(Department of Statistics Malaysia, 2000). Meanwhile, 88.4 percent of the people lived
in urban areas in 2010. Higher population growth and net in-migration therefore put
more pressure on the State government to provide adequate housing for the people,

particularly the people with a low income.

Table 3.1: Population, No. of Household and Total Living Quarters according
to State in Malaysia, 2000 & 2010

State Population (‘*000) Household (‘000) Living Quarters (000}
2000 2010 2000 2010 2000 2010

Johor 2,7625 3,305.9 652.2 792.6 748.7 961.9
Kedah 1,671.9 1,966.9 364.2 4443 419.8 501.0
Kelantan 1,361.4 1,670.5 2713 316.9 311.6 345.2
Melaka 646.6 771.5 1454 179.9 188.0 2479
N. Sembilan 866.1 1,011.7 194.9 237.4 252.2 320.7
Pahang 1,295.8 1,534.8 290.6 358.5 318.8 388.8
Perak 2,091.7 2,460.8 485.9 566.9 567.9 656.3
Perlis 207.6 2401 47.0 54.0 52.4 58.5
Pulau Pinang 1,332.7 1,596.9 309.9 382.4 385.8 525.1
Sabah 2,6035 3,214.2 507.7 650.8 549.8 713.9
Sarawak 2,071.7 2,506.5 436.3 539.5 483.4 600.3
Selangor 4,188.9 5,102.6 986.5 1,374.1 985.3 1,416.1
Terengganu 902.6 1,050.0 179.6 2210 2055 2445
Federal Territory 1,492.1 1,818.0 354.2 4261 403.8 508.6

MALAYSIA 23,494.9 28,250.5 5,198.9 6,544.5 5,873.0 7,488.9

Note: * Kuala Lumpur and Labuan
Source: Population and Housing Census 2010, Department of Statistics Malaysia

The third criterion is the economy. In 2008, Selangor contributed 22.1 percent or
RM28.3 billion to national Growth Domestic Products (GDP), the highest contribution
in Malaysia. Services and manufacturing are the main contributors to the economy of
the Selangor, which contributed 51.6 percent of state GDP in 2008 (Department of
Statistics, 2010). The manufacturing sector particularly attracts younger people to
migrate into the Selangor and the majority of people in this category are in the low

income group. The average household income was RM3,702 per month in 2005
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3.4

compared to the national average of RM2,472 per month, the second highest in
Malaysia after Kuala Lumpur. Meanwhile, incidence of poverty in Selangor was only
1.4 percent representing 64,100 households in 2002. Therefore, Selangor is
considered to be a high income State in Malaysia (Selangor, 2003).

Fourthly, Selangor had the largest squatter population in Malaysia in 1999. Despite
rising income and better access to financing since, Selangor had the largest number of
people living in squatter settlements with 171,396 in 1999 (MHLG, 2006). However,
the State government managed to reduce the number of people living in squatter to
just 3,928 in 2006. Thus, Selangor provides an interesting example of how a State
covernment managed to reduce the squatter population through a low cost housing
allocation system.

Fifthly, in 2008 there were a total of 702 private housing developers operating in
Selangor, the highest in Malaysia (LPHS, 2008). More than 70 percent of low cost
housing built during the Seventh Malaysian Plan (1996-2000) and Eight Malaysian
Plan (2001-2005) was constructed by the private sector, including that built in
Selangor. This shows the important role played by the private sector in low cost
housing provision in Selangor over the last 20 years. Finally, Selangor has one of the
best institutional set-ups for housing administration in Malaysia under the Selangor
Housing and Property Board (SHPB), established by the State government in 2002,
which is responsible for implementing ORS in Selangor. From 1997-2005, Selangor
had the highest number of people registered under the ORS in Malaysia, namely
148,139, thus justifying the selection of Selangor for the detailed study on ORS
implementation at the State level.

RESEARCH STAGES

The research process for this study can be divided into five stages (see Figure 3.3).
The data collection for each stage was conducted in sequence during the fieldwork. In
Stage 1, the identification of the case study was accomplished after studying the
present low cost registration and allocation system in Malaysia. ORS was selected as
the case study to analyse the role of the state and market in low cost housing

registration and the allocation system, based on the justification given earlier.
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the allocation process. However, due to ORS data confidentiality, only information
before 2005 could be obtained from MHLG for the analysis purpose.

In Stage 3, the implementation of ORS in the State of Selangor was selected to
determine the role played by the state and market in the low cost housing allocation
process. The analysis of the policy and operations of the low cost housing allocation
system in Selangor was important because the State government deals directly with
private housing developers and the house buyers. The role of the Federal government,
however, is only limited to coordination and policy formulation. The information
obtained from the State government, particularly the Selangor Housing and Property
Boards, was used to determine the private housing developers involved in low cost
housing provision in the Selangor from 1998 to 2005 after the establishment of ORS
(completed low cost housing construction). The purpose is to gather feedback from
private housing developers which have experience in dealing with State government

and low cost house buyers under ORS.

In Stage 4, a total of 36 large private housing developers were identified and
contacted, but only three were willing to participate in the research. The companies
willing to participate in this study are Sri Damansara Sdn Bhd, Setia Alam Sdn Bhd
and SPPT Sdn Bhd. All the companies were also a registered member of the Real
Estate and Housing Developers Association (REHDA) in Selangor and are categorised
as large companies with working capital of more than RM10 million (REHDA 2008).
The selection of large companies was necessary because more than 70 percent of low
cost houses in the Selangor were built by the large companies. The poor response
from the private housing developers was expected due to unwillingness among the
developers to openly discuss issues related to the low cost housing allocation system,
which is politically very sensitive, especially after the general election. An interview
with a representative from each of the private developers was conducted to gather
feedback on the issues related to low cost housing allocation and relationships with
other key players, especially the State government and the low cost house buyers.
The interviews and discussions with the representatives of the housing developers
were also used to identify the low cost housing project and the house buyers for the

next stage.
In Stage 5, a group of house buyers from the Sri Damansara Sdn Bhd project was

identified to gather feedback on the role played by the state and market in low cost
house registration and the allocation process. Justification for the selection of the Sri
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Damansara low cost housing project and the buyers for the focus group interview will
be offered in the next section. A focus group interview was conducted with selected
low cost house buyers from Sri Meranti Low Cost Apartments in Bandar Sri
Damansara, Petaling Jaya. Bandar Sri Damansara is situated in Petaling Jaya,
Selangor near the northeast border of Kuala Lumpur under the jurisdiction of Petaling
Jaya City Council (PJCC). Sri Damansara is surrounded by Sungai Buloh in the north,
Kepong in the north east and Damansara in the south (see Figures 3.4 and 3.5). The
developer for this project is Sri Damansara Sdn Bhd, a subsidiary of Land and General
Bhd, a company listed on the Kuala Lumpur Stock Exchange (KLSE) and the
Singapore Stock Exchange (SSE). Therefore, Sri Damansara Sdn Bhd is considered
to be a large developer with strong financial backup. The development of Bandar Sri
Damansara began in 1988 with the launch of a 150-acre Industrial Park. Bandar Sri
Damansara covers an area of 1,260 acres of freehold land which was approved for
14,026 units of mixed development (see Table 3.2).

Table 3.2: Background of Bandar Sri Damansara

Developer | . Sri Damansara Sdn Bhd

Development Commenced : 1988

Completion . Still on-going

Land Area . 1,260 acres

Land Use Components . Residential — 13,287 units, Commercial — 152 units

Industrial — 587 units

Population . Approx. 61,000 people (average 4.6 per household)

Source: Sri Damansara Sdn Bhd, 2008

In terms of housing development, a total 13,287 units of single-storey and double-
storey houses, condominiums, apartments, semi-detached homes and bungalow lots
were launched and delivered to the purchasers. Of that figure, a total of 3,530 units are
low cost houses developed in five phases since 1995 (see Table 3.3). Also of that
figure, 37.7 percent are high cost housing, 35.7 percent are medium cost housing and
26.6 percent are low cost housing. However, in 2002, the State government reviewed
the low cost housing quota and reduced the figure to 20 percent in line with declining
demand for low cost houses (SHPB 2003). Therefore, the total number of low cost
houses in Sri Damansara is still higher than the minimum requirement set by the State

government.
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Table 3.3: Distribution of Housing According to Price in Bandar Sri Damansara

Housing Type/Price Total Units " Percentage
Low Cost Housing (below RM42,000/unit) 3,530 26.6
Medium Cost Housing (RM42,000-RM100,00/unit) 4,744 35.7
High Cost Housing (more than RM100,000/unit) 5,013 37.7
Total 13,287 100.0

Source: Sri Damansara Sdn Bhd, 2008

During the early stage of development in Bandar Sri Damansara, the focus was on
medium and high cost housing. Meanwhile, the development of low cost houses only
intensified after 1998 when the price of low cost house increased to RM42,000 per unit
from RM25,000. Thus, the development of low cost housing in Bandar Sri Damansara
proved that most private housing developers waited to launch low cost house
developments until the new price structure was introduced by the government. In
Bandar Sri Damansara, 55.6 percent of low cost houses were built after 1998 (refer to
Table 3.4). The development of low cost houses under Phase 5 is also known as Sri
Meranti Low-cost House Apartments, which was selected for the focus group

interview.

Table 3.4: Low Cost Housing Development Phases in Bandar Sri Damansara

Phases Total Units Percentage Year of Completion
Phase 1 120 34 1995
Phase 2 314 8.9 1995
Phase 3 360 10.2 1998
Phase 4 772 21.9 1999
Phase 5 (Sri Meranti Low Cost) 1,964 55.6 2004
Total 3,530 100.0

Source: Sri Damansara Sdn Bhd, 2008
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3.5 METHODS OF DATA COLLECTION

Three methods of data collection were used in this research, namely analysis of

documents, qualitative interviews and a focus group interview.

3.5.1 Analysis of Documents

Analysis of documents has been described as part of a wider interpretation of mute
evidence which includes written texts and artefacts (Hodder 1994, p.393). In this study,
documentary analysis focuses on written texts. Texts are importance to qualitative
research for various reasons. To this end, it has been pointed out, for example, that
access to documents can be easy and low cost and texts endure and thus can shed
light on historical insights. Texts or documents can also be used alongside other forms
of evidence (Hodder, 1994, p.394), as is the case in this study where evidence is
drawn from multiple sources. The application of documentary analysis in the study has
meant that the researcher has been able to compare and cross check the information

with data from other sources.

The use of text or documentary analysis allows this study to interpret the meaning of
written words to illuminate the research issue. Unlike verbal evidence, documentary
evidence has a high degree of physical endurance and can thus be detached or
separated, both in space and time, from its originator, author or producer. In most
cases of documentary evidence, therefore, there is very little scope for interaction
between the researcher and the producer of the information or evidence. The
interaction gap between researcher and source or producer of documentary evidence
raises questions over issues such as context and the process which culminated in the

production of the document under examination.

For this research several main sources of data for documentary analysis have been
identified, including official government reports, documents, letters, press statements,
minutes of meetings and seminar papers related to the establishment and
implementation of the ORS. The key official documents related to the implementation
of the ORS include the Guideline for Selection of Low Cost House Buyers under Open
Registration System prepared by National Housing Department and minutes of
meetings. Table 3.5 shows the key meetings related to ORS implementation from
2004-2006. The researcher attended several of these meetings, thus providing a better

insight into the sentiments of Federal and State governments with regard to the
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operation and implementation of ORS. However, some of the early reports and

documents related to ORS could not be traced during the data collection stage due to

poor record management and the difficulty of accessing the archive materials.

Therefore, the analysis of documents is based on various sources in order to gain an

overall picture of the establishment of ORS and policy changes.

Table 3.5: Key Meetings Related to ORS 2004-2006

No. Meeting/Date/Venue .. ChairfAttended by

1. National Housing Council Meeting  Chaired by Minister of Housing and Local
No. 1/2004 Government Malaysia and attended by all State
13" May 2004 / Istana Hotel, Kuala government representatives (EXCO Member)
Lumpur

2. Improvement of Computerised Chaired by Chief Secretary of Ministry of Housing and
Open Registration System and Low Local Government Malaysia and attended by all State
Cost House Allocation Committee government representatives (State Secretary)
Meeting No. 1/2004
8" June 2004 / MHLG HQ, Kuala
Lumpur

3.  Meeting to Discuss Amendmentto  Chaired by Director, Planning and Coordination
Standardised ORS Application Section of National Housing Department and attended
Form by all State government representatives (Housing
1st December 2004 / MHLG HQ, Secretary/Director)
Kuala Lumpur

4. Meeting Related to Adopting Chaired by Chief Secretary of Ministry of Housing and
Standardised Form for Open Local Government Malaysia and attended by all State
Rergistration System No.1/2004 government representatives (State Secretary)
22™ December 2004 / MHLG HQ,
Kuala Lumpur

5. National Housing Council Meeting  Chaired by Minister of Housing and Local
No. 1/2005 Government Malaysia and attended by all State
27" Jan 2005 / Pan Pacific Hotel, government representatives (EXCO Member)
Kuala Lumpur

6. Meeting to Discuss the Chaired by Director, Planning and Coordination
Implementation of Standardised Section of National Housing Department and attended
ORS No. 1 by all State government representatives (Housing
3 October 2005 / MHLG HQ, Kuala Secretary/Director) and an IT Consultant
Lumpur

7.  Meeting to Discuss the Chaired by Director General of National Housing
Implementation of Standardised Department and attended by all State government
ORS and Launching Ceremony by representatives (Housing Secretary/Director) and an
Prime Minister IT Consultant
7" March 2006 / MHLG HQ, Kuala
Lumpur

8. National Housing Council Meeting  Chaired by Minister of Housing and Local

No. 1/2006
18" September 2006 / Hotel Seri
Pacific, Kuala Lumpur

Government Malaysia and attended by all State
government representatives (EXCO Member)

Source: Ministry of Housing and Local Government Malaysia, 2004-2006
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3.5.2 Qualitative Interviews

The interviews were targeted towards knowledgeable informants in various contexts
such as government departments at State and Federal government, the private
housing developers and people who have vast knowledge of ORS. Qualitative
interviews were used because they provide deeper insights into knowledgeable
informants, most of whom were professional persons involved directly with the low cost
housing allocation process at the time of the study. King (1994 p.14) describes the
qualitative interview as an interview aimed at gathering descriptions of the life-world of
the respondent in terms of “interpretation of meaning..” of phenomenon being
researched. The qualitative interview does not seek to generate quantifiable data. It
seeks to build an understanding of the research issue from the interviewee'’s
perspective, as well as how and why the respondent adopts a particular perspective. In
general, qualitative interviews have certain distinct characteristics; for example, a
minimal structure in terms of questions is imposed by the researcher on the
respondent, which focuses on specific situations, events and action sequences in the
realm of the respondent’s context rather than general opinions outside this domain.

The interaction between the researcher (interviewer) and the researched (interviewee)
is an important feature of the qualitative interview. More interaction and rapport is an
essential component in accessing the insights required by the researcher in qualitative
research. The development of a relationship between the two parties is a useful part of
the research rather than a distraction. One of the most important strengths of
qualitative interviews is flexibility. The interview can be used to focus on decision
making processes within the groups and organisations. The qualitative interview can
also be used to examine topics which have different meanings to respondents such as
attitudes and perceptions. The qualitative interview method also gives informants an
opportunity to talk freely about their own work and experiences, which is difficult to
achieve in structured interviews which use closed questions. The opportunity to talk
freely has been observed as a way of stimulating enthusiasm in the interviewee, as

they reveal their knowledge and beliefs.

However, the qualitative interview method also has its own weaknesses. It is time
consuming to conduct qualitative interviews, especially in terms of securing suitable
and convenient appointments. Moreover, analysis of the collected data is also labour
intensive and time consuming. Analysis of qualitative data seemed to be the most

valuable as a progressive and iterative process, but the researcher was also under
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pressure to implement other aspects of research strategy rather than devoting all his
attention to qualitative interviews. The limited time available for the research thus
limited the extent of iteration. Also, considerable skills were needed by the researcher
to distinguish between valuable data and information of no value, since some
informants, despite the semi-structured nature of interviews, would digress with little
scope for repeated interruptions by the researcher without antagonising them. Some
respondents, although with prior permission to be interviewed, were unable to reveal
certain types of information i.e. information related to ORS data. Despite the problems
of qualitative interviews, this was an important method for this study in generating in-
depth insights from individual knowledgeable informants. In the context of the use of
multiple methods in the case study research strategy, the combined strength of other
methods used in this study is expected to have minimised the inherent weaknesses of

qualitative interviews.

The advantage of individual interviews is that they provide an in-depth understanding
of a person’s opinions. There are three types of interview. According to Fielding and
Thomas (2001), unstructured interviews require some preparation beforehand. The
interviewers have a list of topics, and they should be kept constantly in mind. This type
of interview is characterised by a minimum of control over the informant’s responses.
The questions are asked in any order that seems sensible in the interviewing process.
Meanwhile, semi-structured interviewing requires all the skills of unstructured
interviews, but is based on the use of an interview guide (Bernard, 1995). This is a
written list of questions and topics that need to be covered in a particular order.
Although this type of interview will follow the order of questions or topics, the sequence
can still be changed and more information probed for or an uncertain situation met.
The interviewer can thus adapt the research instrument to the level of comprehension
of the respondent. It is common that people often provide answers to questions which
might be asked later, according to the sequence.

Finally, a structured interview provides the same order and the same questions to the
informants (Fielding, et al. 2001). One variety of structured interview involves the use
of an interview schedule — an explicit set of instructions to interviewers who administer
questionnaires orally. The structured interview is appropriate when the researcher
already has some ideas and an understanding of the research questions and the
research topic. The three typologies of interviews have their own advantages and
disadvantages. Thus, they are suitable according to different situations, backgrounds

and the needs of the research.
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The interviews can be divided into two main categories. One is the administered or
face-to-face interview and the other is the self-administered interview. According to
Bernard (1995), face-to-face interviews have several advantages and disadvantages.
The process of the interview can be controlled to probe for more complete data, for
example, the time allocated for the interview can be extended. During the interview
process, it is possible for the interviewer to apply different data collection techniques
e.g. open ended questions or the use of visual aids. With the face-face interview, the
interviewer knows who is answering the questions. Nonetheless, Bernard also
mentions several disadvantages, particularly the fact that face-to-face interviews
require high skill to administer a questionnaire. Sometimes it is still difficult to achieve
the target that the interviewer may expect. The cost in terms of both time and money is

higher and the number of interviewees over a certain period of time would be less.

Meanwhile, the advantages of the self-administered questionnaire are that the
interviewee can use more time to find information for their response. Self-administered
questionnaires also allow a single researcher to gather data from a large,
representative sample of respondents at a relatively low cost. At the same time,
interviewer’s bias can be reduced since all the informants receive the same questions.
The interviewer can put more questions to more informants compared to face-to-face
interviews. The disadvantages of the self-administered questionnaire include a lack of
control of the interpretation of the questions by the people. Another problem is the
generally low response rate from self-administered questionnaires. Even if a
questionnaire is returned, it is sometimes not known whether the questions were

answered by the right person.

This study used face-to-face semi-structured interviews with knowledgeable
informants (refer to Appendix 1 for a questions guide to the semi structured interview).
The knowledgeable informants are mostly people attached to organisations within both
public and private sectors. In most cases, informants held positions of responsibility
and, by virtue of being in important positions, they had a better understanding of
overall organisational roles and objectives. They were, in most cases, in a better
position to shed light into operations of the ORS at the Federal or State level. The
knowledgeable informants were selected based on both the researcher’s intuition and

on recommendations from other knowledgeable informants (see Table 3.6).
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Table 3.6: List of Informants for Qualitative Interviews

" Working
Experience

Raference/
Date of Interview

STAGE 2: FEDERAL OFFICERS

Organisation Position  Age 'Responsibility

Federal Officer 1 National Housing Retired Deputy 67 More than Member of ORS

(16/4/2008) Department Director 20 yearsin  establishment team
General of MHLG/ and further
NHD NHD development
Federal Officer 2 Ministry of Housing  Senior 53 15yearsin Member of ORS
(31/3/2008) & Local Assistant MHLG establishment team
Government Director
Federal Officer 3 National Housing Assistant 31 S5yearsin  Current Officer in-
(2/4/2008) Department (NHD) Director NHD charge of ORS in
NHD

STAGE 3: STATE GOVERNMENT OFFICER

State Officer 1 Selangor Housing Assistant 33 7 years Current Officer in-
(15/4/2008) and Property Board  Director with LPHS  charge of ORS in the
SHPB State of Selangor
STAGE 4: PRIVATE HOUSING DEVELOPERS
Housing Sri Damansara Sdn  Sales & 32 10years  Sales manager
Developer 1 Bhd Marketing with the dealing with house
(17/4/2008) Manager company  buyers
Housing Setia Alam Sdn Bhd Sales & 33 8 years Sales manager
Developer 2 Marketing with the dealing with house
(19/4/2008) Manager company  buyers
Housing SPPT Sdn Bhd Sales & 34 13years  Sales manager
Developer 3 Marketing with the dealing with house
(20/4/2008) Manager company  buyers
Ex-Housing Previously worked Town Planning 40 10years  Officer in-charge
Developer 1 with Sri Damansara Manager work with  dealing with State
(6/5/2008) Sdn Bhd the government 1997-

company 2005 on ORS

Source: Author

However, several problems were encountered during the interviews with
knowledgeable informants. Since the fieldwork was conducted right after the country’s
12" General Election in March 2008, some identified informants refused to participate
in the research. The reason they gave was that they were too busy after the election.
However, in reality, most officers are not comfortable talking about the low cost
housing allocation policy, particularly in the State of Selangor which is under a new
coalition government known as Pakatan Rakyat (People’s Coalition). Even those
willing to be interviewed were very cautious with their answers and avoided giving too

much information during the interviews.



The digital voice recorder data from the qualitative and focus group interviews was
then transferred onto a computer for analysis. Full interview transcripts were prepared
and analysed using Nvivo 8 software. The use of Nvivo 8 allowed the researcher easy
access to data and identified the themes for the analysis. Since the interviews were
conducted in both Malay (government officers and low cost house buyers) and English
(private housing developers) language, the original transcripts still maintain the
language used by the informants. The reason was to ensure the meaning was not lost
during the translation process. Translation is only done when quotations from épecific

interviews are used in this thesis.

3.5.3 Focus Group Interviews

Many academics suggest that focus group interviews or discussions should be
arranged between four to 12 people to discuss the topic of concern for a one or two
hour session with the guidance of a moderator (see Cronin, 2001; Hakim, 2000;
Morgan, 1997; Kitzenger and Barbour, 1999). They further suggest that a focus group
of four to five people is better for a more in-depth discussion. Focus groups can
provide the opportunity to observe a large amount of interaction on a topic in a limited
period of time. This social science research approach provides direct evidence of the
similarities and differences in the participants’ opinions and experiences, as opposed

to the researchers.

The focus group interview was initially applied in market research and political opinion
research (Yates, 2004). The approach of focus groups has also been regarded as a
form of “group in-depth interviewing”. As with in-depth interviews, focus groups should
have a topic, an object, a text or some other “focus” instead of simply a general
discussion. There should be at least one “moderator” or “facilitator” in the focus group.
The task of the moderator is to ensure that the discussion addresses the topics in the
schedule for the focus group. The level of interaction between participants, which
ultimately will affect the type of data produced, is largely dependent on the role taken
by the group moderator or facilitator.
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Cronin (2001) divided moderation into two levels. The first level is low-level
moderation, which means that the moderator's role in the discussion is kept to a
minimum. In this scenario, the moderator usually introduces the broad topic and then
withdraws from the discussion. The data and information from the discussion are
entirely dependent upon the interaction of the group members. The second level is
high-level moderation. This means that the moderator operates a high degree of
control over the direction and nature of the discussion. The moderator asks the
questions in a specific order and there is little opportunity for participants to deviate
from the topic or to raise topics of concern to them. This approach may be appropriate
to achieve a very precise sort of information. However, this type of moderation is not
suitable for gaining in-depth qualitative material about attitudes, behaviour and
experience. In practice, the majority of focus group interviews are operated at a level
of moderation somewhere in between these two levels. The moderator, who would be
ready to interject, asks questions and probes for further information when necessary,

and normally guides the focus group interviews.

The fundamental way of generating qualitative data in the study of social phenomena
through focus groups is listening to and learning from what people say. Therefore, a
good focus group is thus an interactive and communicative process between the
researcher and the group participants. The focus group belongs to the qualitative
research approach and is therefore used with a view to generating a richer
understanding of participants’ perceptions, aspirations, experiences, beliefs and
concerns over a given phenomenon. As part of the qualitative methodological
approach, focus groups share three of the inherent strengths of the research domain,
as described by Morgan (1998), namely: exploration and discovery, context, and
interpretation. In the context of this study, exploration and discovery is pertinent to the
research issue, as it is both under-researched and under-documented in Malaysia.
Therefore, there is a need to explore and discover from the point of view of a low cost
house buyer. The context provided by the case study of ORS is unique in terms of the
role of the state in housing.

One strength of the focus group interview is its reputation for being “quick and easy”
(Morgan 1997, p.13), because this approach not only gives access to reports on a
wide range of topics that may not be observable, but also ensures that the data will
directly target the interests of the research. However, in addition to being fast and
easy, it also has disadvantages. It may not provide data that is as in-depth and

personal as interviews. The advantage of focus groups is that they yield additional
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reactions, as people react to views with which they disagree. The focus group
discussion involves the exploration of ideas and the interpretation of what people say.
However, it differs from the individual interview in that the focus group is dependent
upon interaction between participants. Focus groups do not replace individual

interviews and surveys, but rather complement them.

Meanwhile, Krueger (1997) has identified several limitations of this method, namely
time and attention, clarity, culture and language. Firstly, in terms of time and attention,
focus groups normally last between one and two hours. This is a typical and
recommended time limit. If the discussions proceed beyond this time limit, there is a
danger that participants will start losing interest and their attention with regard to the
research issue will correspondingly decline. This hurdle was overcome through the use
of an interview guide and therefo're none of the interviews lasted for more than an
hour. Secondly, regarding clarity, there is a need to ensure that the concepts used in
the focus group interviews are understood by the participants. Failure to ensure
conceptual clarity by the researcher may generate ambiguous and varying responses
on the research issue. This has the potential effect of compromising the quality of data.

Thirdly, culture may have a significant impact on the types of questions which are
suitable for a focus group. Depending on the research issue, some cultures may be
candid and receptive while others may be less approachable. As the study was
conducted in the researcher's own country, he was reasonably familiar with local
expectations. Finally, language is a critical aspect of the success of data generation
from focus groups, both from the participants’ and the researcher's point of view.
Without a common language, there is bound to be a serious communication
breakdown in the operation of the focus groups. It was noted at the beginning of this
section that the hallmark of focus group qualitative data acquisition lies in its interactive
and communicative process. It is absolutely essential that the language used in focus
group discussions be normally understood by all the agents in the process. Although it
is possible to use interpreters, it is warned that “Conducting focus groups through an
interpreter is not only difficult and tedious, but also of questionable research value”
(Krueger, 1997, p.51).

In focus group discussions, it is possible for the informants to report inaccurate data.
They may also withhold their views in public for certain reasons. Bernard (1995)
proposes several reasons to explain why informants report inaccurate data about

matters of externally verifiable fact in the focus group interview. One reason is that the
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informants may talk about what they suppose happened, rather that what they actually
saw. The second reason is that they may be misled by what they see according to
their own prejudices. It is often the case that memories may not be accurate or correct.
It is even possible that the informants may not like to tell the truth because they may
not understand or know it. Besides, they sometimes may try to mislead the interviewer
for other reasons. There is another important reason; some participants withhold

things that they might prefer to say in private.

Cronin (2001) suggests four criteria necessary for a successful focus group
discussion: range, specificity, depth and personal context. Range refers to ensuring
the maximum number of relevant topics to be covered in the focus group schedule. It
is necessary to consider both the interviewer's idea of issues for discussion and
participants’ likelihood of raising the topics that interest them. Specificity means that
one of the targets of the facilitator is to encourage participants to go beyond the
abstract to explore more from their actual live experience. This second criterion helps
to shed light on the sources of attitudes and beliefs and add clarity and depth to the
points being made, which is the third criterion. The fourth criterion of personal context
is to take account of the participants’ lives. In the other words, it is necessary to
consider the social role the participants perform and the social category to which they
belong. With attention to such issues, a better insight can be gained into the social

construction of people’s attitudes and beliefs.

In the case of this research, the response from the low cost house buyers was very
good. A focus group interview consisting of 13 Sri Meranti low cost house buyers was
conducted on 26™ April 2008 (see Table 3.7) based on a semi-structured questionnaire
(refer to Appendix 2 for the question guide for the focus group interview). The
researcher himself acted as the moderator with an assistant to record the conversation
and note the reactions of the participants. During the session, all the participants were
actively involved in the discussion and expressed their thoughts freely; the session
lasted for two hours. Since there is no buyer’s list available from the developer or the
State government, the selection of participants was made randomly with help from the
Sri Meranti Resident Association President. Another difficulty was to identify the owner
of the house according to race. Therefore, no non-Bumiputera participants were
involved in the interview. Meanwhile, all the participants were male, since none of the
female buyers were willing to participate in the interview due to the cultural and
religious belief that the male is the head of the household. Thus, the majority of the

buyers are male and it was very difficult to find a female house owner for the interview.
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The age of the participants ranged between 30 to 43 years and all were still of active

werking age. Meanwhile, the main occupations of the participants are: factory

production operator, clerk, salesman and general labourer located either in Petaling

Jaya or Kuala Lumpur. It is interesting to note some of the participants revealed they

are buying a low cost house through channels other than registration through ORS.

The analysis in the next section will focus on the low cost house buyers’ experiences

and their perception of the State government intervention in the private sector low cost

housing allocation.

Table 3.7: List of Participants of the Focus Group Interview from Sri Meranti Low

Cost Apartments (Stage 5)
Reference Gender  Race Age Occupation Workplace v‘::t?gt;g
Buyer 1 Male Bumiputera 38 Technician Kuala Lumpur No
Buyer 2 Male Bumiputera 41 General Labourer Petaling Jaya Yes
Buyer 3 Male Bumiputera 43 Salesman Kuala Lumpur Yes
Buyer 4 Male Bumiputera 39  Fishmonger Kuala Lumpur Yes
Buyer 5 Male Bumiputera 40 Production Operator  Petaling Jaya Yes
Buyer 6 Male Bumiputera 32 Clerk Petaling Jaya Yes
Buyer 7 Male Bumiputera 41 General Labourer Petaling Jaya Yes
Buyer 8 Male Bumiputera 41 Production Operator  Petaling Jaya Yes
Buyer 9 Male Bumiputera 38 Production Operator  Kuala Lumpur Yes
Buyer 10 Male Bumiputera 30 Bank Clerk Petaling Jaya No
Buyer 11 Male Bumiputera 34 Production Operator  Petaling Jaya Yes
Buyer 12 Male Bumiputera 38 Clerk Petaling Jaya Yes
Buyer 13 Male Bumiputera 38 IT Salesman Kuala Lumpur Yes

Source: Focus Group Interview, 2008
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3.6 VALIDITY AND RELIABILITY ISSUES

The concepts of reliability and validity are often used either closely or interchangeably
(Neuman, 1997 p.145). However validity is the most prominent or widely used of the
two. It has been argued that reliability is necessary for validity and it is also easier to
achieve than validity (Neuman, 1997, p.145). Although reliability is necessary to
achieve the valid measurement of a concept or construct, it does not guarantee
validity. In other words, reliability is a necessary, but not sufficient, condition of the
achievement of validity, since a measure can produce the same result many times (i.e.
be reliable), but without necessarily matching the definition of the construct (i.e. be
valid). It is apparent that there are problems in defining the concepts of validity and
reliability. There is also a lack of one agreed definition of validity and it has been
argued that the concept has been overused and confused with related ideas,
according to Neuman (1997 p.145). There are several definitions of validity in
quantitative research, in which validity relates to description and explanation. It is
about whether the explanation fits or fails to fit the description (Janesick, 2000).
Validity is concerned with the credibility of explanation. There is not a single way, no

one “correct” interpretation of an event or issue.

In fact, construct validity is always a major issue highlighted by people who criticise the
case study design. They point out “...the fact that a case study researcher fails to
develop a sufficiently operational set of measures and that ‘subjective’ judgement are
used to collect the data” (Yin, 2003 p.35). However, Yin suggests, in order to meet the
test of construct validity, a researcher must cover two steps. Firstly, they must select
the specific types of changes that are to be studied and, secondly, must demonstrate
that the selected measures of these changes do indeed reflect the specific types of
change that have been selected. Thus, in the context of this study, the changes in the
role of the state and market will be studied and the measurement used will be the
housing commodification-decommodification level/degree discussed earlier in the

literature review.

The second issue is related to external validity in order to know whether a study’s
findings are generalisable beyond the immediate case study. The problem of external
validity has been a major barrier to conducting case studies (Yin, 2003, p.37).
However, Yin explains that generalisation is not automatic and a theory must be tested
by replicating the findings in other areas. Once such direct replications have been
made, the result might be accepted as providing support for the theory. Thus, a similar
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3.7

study on ORS implementation and operations in other States in Malaysia can also be
carried out based on the result of this research.

In terms of the reliability of case study design, the objective is to ensure later
researchers can follow the same procedures as described by an earlier researcher and
conduct the same case study all over again (Yin, 2003, p.37). The goal is to minimise
the errors and biases in a study. Yin also suggests that the researcher should follow
case study protocol to maintain reliability. This is because, in the past, case study
research procedures have been poorly documented, making external reviewers
suspicious of the reliability of the case study (Yin, 2003, p.38). The general way to
solve the issue is to make as many steps as possible operational so others can check
their reliability. Every piece of information and procedure necessary to conduct this
research has been well documented for the reference of future researchers who may
seek to study the ORS.

ETHICAL ISSUES

Ethical practice is an important consideration in the conduct of social research. Ethics
have been defined as what is or not legitimate or right to do, or what a ‘morally correct’
research procedure should entail (Neuman, 1997, p.443). In some instances, a
researcher may resort to short-cuts which culminate in unethical practice because they
may be under some form of pressure such as time. According to Swetham (1997
p.16), the achievement of ethical research practice is based on several elements; for
example, no harm should be inflicted on participants in a research project, either
physically, mentally or socially. Secondly, care should be taken not to exploit
vulnerable groups. Thirdly, no physical or environmental damage should caused by a
research project. Fourthly, participants in a research project should, wherever
possible, be fully informed of the nature of the work and should give their consent
rather than being forced or hoodwinked into participation. Fifthly, anonymity,
confidentiality and privacy, where requested, should be guaranteed and honoured.
Finally, researchers have a duty to ensure that they do not bring their own institutions

of affiliations into disrepute.

According to Bulmer (2001), ethics is a matter of principled sensitivity to the rights of

others. From an ethical point of view, respect for human dignity is more important than

- the observation of the truth. Those ethical considerations influence all scientific
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research and, when the research is designed, the ethical implications should be
treated as a key issue. During social science research, a study needs to be ethically
sound. The possible ethical issues within this study have been dealt with, as have
concerns over how the names of respondents are used, how the data will be
published, how the anonymity of individual respondents will be preserved, and how the
confidentiality of the final data will be safeguarded.

Yates (2004, p.160) raises seven issues of concern in ethics, namely gaining access
to participants: what is your route in? Secondly, getting past the “gatekeepers™ who
controls access? Those people may control or have power within the research context
you are proposing to explore. The third issue is informed consent: how much do you
tell the participants? How much do you tell the participants about the research project?
In many cases researchers do not wish to overly inform participants in case this
knowledge will impact on how they respond in an interview. The fourth issue is
deception: are there grounds for deceiving the participants? In nearly all cases the
answer to this question is “no” on principled moral and ethical grounds.

The fifth issue is right to privacy: how private are the things being discussed? To what
extent do the participants wish to be identified as the individuals involved in the
research? This is followed by the sixth issue, the right to withdraw: how do participants
get out of research? Finally, self-presentation: how do you present yourself in the
interview/research context?” Ethical research therefore requires a concerted effort to
strike a balance between the value of advancing knowledge against the value of
maintaining non-intrusion or non-interference in the lives of other people affected by
research (Neuman, 1997 p.445).

Permission from the relevant authority in Malaysia was obtained prior to fieldwork from
the Ministry of Housing and Local Government Malaysia (refer to Appendix 3 for a
letter of approval to conduct the study from MHLG). Since most information related to
ORS was classified as confidential, the ministry could not release specific individual
records or the latest data from the ORS database. Permission was also granted to
access selected ministry officials for in-depth interviews. However, in Malaysia there is
no need to gain permission from the government to study low cost house buyers. All
informants were also required to sign the informed consent form prior to the interview.
The approval from the University Research Ethic Committee was also obtained prior to
conducting the fieldwork in March 2008.

79



3.8 CONCLUSION

This chapter has discussed the methodology of the research. The choice of the
qualitative research paradigm was influenced by the objective of the research to seek
an explanation and understanding of the relationship between the key players. The
objective of this qualitative research was to interpret the account of the ideas,
perceptions, beliefs and behaviours of various agents involved in the low cost housing
allocation process, based on the ORS case study. Therefore, the study is more
inclined towards a critical realism perspective rather than social constructionism. In this
context, the study is both explanatory in that it examines and documents a topic which

is both under-documented and under-researched in Malaysia.

The general research strategy based on the case study approach was the application
of multiple methods, within which diverse research methods, especially data and
information collection, were applied simuitaneously and cross checked to minimise the
weaknesses of each individual method. Two categories of sources of data i.e.
documentary analysis and interviews spanning three methods and techniques of data
collection were used in this study to generate and triangulate evidence on the study
phenomenon. The first was the use of qualitative interviews based on a semi-
structured questionnaire targeting knowledgeable informants. The results of the
interview are presented in Chapters 6 and 7. The second method was documentary
analysis. Much of the documentary evidence was from secondary sources. The review
of secondary documentary evidence provided general and background information and
much of this forms the basis for Chapters 4, 5 and 6 of this study. Meanwhile, the
focus group interview was the third source of evidence used in this study. The focus
group interview was targeted towards low cost house buyers from a selected project
identified during the fieldwork. The evidence from the focus group interview is mostly

incorporated into Chapter 7.

The issues of validity and reliability were also addressed in this research to ensure it
follows the usual case study protocol as suggested by Yin (2003). Prior approval from
related bodies on research ethics and in order to access sensitive materials was also

obtained before the fieldwork was conducted in Malaysia.
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CHAPTER 4:

HOUSING PROVISION IN MALAYSIA

INTRODUCTION

Malaysia has experienced rapid economic development with rising per capita income and
urbanisation, particularly since the early 1990s (World Bank, 1993, p.1). Thus, the
pressure on housing is enormous, particularly among people with a low income. More
people are demanding a better quality of housing in line with rising income, but at the
same time thousands still live in poor conditions in squatter settlements throughout the
country. The social and economic changes experienced by the people necessitate
improvements in housing conditions. As a multiracial country, housing provision has
played an important role in nation building and political stability in Malaysia. The changes
in the global political economy towards neo-liberalism and a market economy over the last

30 years have clearly directly influenced Malaysia's housing policy.

The purpose of this chapter is to discuss the impact of the changes to the political
economy and housing provision in Malaysia from the late British Colonial period until
2005. The discussion will began with an understanding of Malaysia’'s changing political
economy before exploring an in-depth analysis of the role of the state and market in
housing provision using the Structure of Housing Provision (SHP) approach. The chapter
will be divided into three sections to discuss Malaysia in general, the impact of changes to
the political economy regarding housing provision and, finally, discussion of
developmental state debates and housing provision in the context of Malaysia.
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4.2 MALAYSIA IN GENERAL

The Federation of Malaysia, formed in 1963, originally consisted of Malaya, Singapore,
Sarawak and Sabah (Singapore left the Federation in 1965). Malaya is now known as
Peninsular Malaysia, and the two other territories on the island of Borneo are known as
East Malaysia. Prior to 1963, these territories were under British rule for varying periods
from the late eighteenth century. Malaya gained independence in 1957, Sarawak and
Sabah (the latter known previously as British North Borneo) in 1963. Currently, the
Federation of Malaysia consists of 14 States including Federal Territory and covers an
area of 329,750 sq. km (see Figure 4.1).

In 2010, the population of Malaysia was 28.3 million comprising 61.4 percent Bumiputera,
23.7 percent Chinese, 7.1 percent Indian and 7.8 percent others/non-citizens (Department
of Statistics Malaysia, 2010). Bumiputera literally means ‘son of the soil' (Roslan, 2001,
p.2). Malay are the main Bumiputera in Peninsular Malaysia, meanwhile in Sabah there
are Kadazan, Bajau and Murut. In Sarawak they are Iban, Malay, Bidayuh and Melanau.
Therefore, Malaysia has one of the most complex ethnic mixes in South East Asia
(Funston, 2001, p.160). Bumiputera show the highest growth rate compared to other
ethnic groups which has risen from 49.8 percent in 1957 to 61.4 percent in 2010 (see
Table 4.1). The largest population is concentrated along the west coast of peninsular
Malaysia, especially in the Klang Valley region, with 55 percent of Bumiputera living in
urban areas. The State of Selangor has the highest population in Malaysia, numbering 5.1
million in 2010.

Table 4.1: Population of Malaysia According to Ethnic Group 1957-2010

Ethnic 1957 1970 1980 1991 2000 2010
Bumiputera 3,125,474 5,78,250 7,782,813 10,299,903 14,248,179 17,306,684
(49.8%) (55.6%) (59.2%) (58.6%) (61.2%) (61.4%)
Chinese 2,333,756 3,495,977 4,167,053 4,623,882 5,691,908 6,701,111
(37.2%) (33.9%) (31.7%) (26.3%) (24.5%) (23.7%)
Indian 696,186 933,250 1,101,699 1,316,086 1,680,132 2,007,506
(11.1%) (9.0%) (8.4%) (7.5%) (7.2%) (7.1%)
Others/Non-Citizens' 123,342 151,847 84,544 1,323,549 1,654,471 2,205,428
(1.9%) (1.5%) (0.7%) (7.6%) (7.1%) (7.8%)

6,278,758 10,319,324 13,136,109 17,563,420 23,274,729 28,274,729

Total  "100.0%) (100%) (100%) (100%) (100%) (100%)

Note: ' Others category from 1991 Population and Housing Census include non-citizens
Sources: Department of Statistics, 2000 and 2010
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Despite being a multiethnic country, since independence Malaysia has achieved a
remarkable degree of political stability along with economic and social progress
(Funston, 2001, p. 160). The United Malays National Organization (UMNO) is a
dominant political party in Barisan Nasional (National Front). The UMNO, alongside
the Malaysian Chinese Association (MCA), Malaysian Indian Congress (MIC) and
other smaller parties formed a coalition government in 1955. The Barisan Nasional
(known as Perikatan or ‘Coalition’ prior to 1971) has been in power at the Federal level
from 1957 until the present day. Since independence, Malaysia has had six prime
ministers namely Tunku Abdul Rahman (1957-1970), Tun Abdul Razak (1970-1976),
Tun Hussein Onn (1976-1981), Tun Dr. Mahathir Mohamed (1981-2003), Tun
Abdullah Ahmad Badawi (2003-2009) and Najib Tun Razak (2009 - to date). Dr.
Mahathir Mohamed is the longest serving prime minister of Malaysia, as he held office
for 22 years. During his tenure, Malaysia was transformed into the second-tier of
Newly Industrialised Countries (NICs) in the 1990s.

Political stability has been the key factor behind Malaysia’s continuous economic
growth since independence. The most important achievement in terms of its economy
iIs success in transforming the country from a commodity-based economy into one
based on manufacturing; this change has occurred since the 1970s. Malaysia’s
economic growth since independence has been remarkable, with an annual Growth
Domestic Product (GDP) of more than 5%, except for the periods of 1986-1987 and
1997-1998 during the recession which show negative growth (see Figure 4.2).
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Figure 4.2: Malaysia’s Annual Growth Domestic Product (GDP) 1970-2008
Source: The World Bank, 2010 (http://data.worldbank.org/country/malaysia)
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In terms of household monthly income distribution, the mean household income
increased substantially between 1957 and 2007, especially among the Chinese and
Indian ethnic groups (see Table 4.2). The income disparity between the ethnic groups
and between rural and urban areas is still present despite various efforts by the
government to improve the situation. Bumiputera remain the lowest income earners
and the majority still live in rural areas. This situation justifies the government’s
continuous efforts to reduce the income gap between ethnic groups and between

urban and rural areas.

Table 4.2: Mean Monthly Gross Household Income by Ethnicity, Urban and
Rural, 1957-2007

Ethnic 1957 1967 1970 1979 1989 1999 2007

- {(RM} (RM): {RM) {RM) (RM) (RM) (RM)
Bumiputera 134 154 172 492 940 1,984 3,156
Chinese 288 329 394 1,002 1,631 3,456 4,853
Indian 228 245 304 756 1,209 2,702 3,799
Rural 307 340 428 1,045 1,606 3,103 4,356
Urban 166 175 200 523 957 1,718 2,283

Source: Economic Planning Unit, 2010

Meanwhile, in terms of structure of government, Malaysia practices a constitutional
monarchy and parliamentary democracy with a three-tier government structure,
namely Federal, State and Local/District (see Figure 4.3). Federal executive power is
vested in the cabinet led by the prime minister. The cabinet is chosen from among
members of parliament and is collectively responsible to that body. The Malaysian
Parliament consists of the Yang di-Pertuan Agong or king, the Senate (Dewan Negara)
and the House of Representatives (Dewan Rakyat). Meanwhile, legislative power is
divided between Federal and State legislatures. Malaysia’s parliament was based on
the Westminster model and makes Federal laws applicable to Malaysia as a whole
(Funston, 2001 p.179). It also examines the government’s policies, approves the
government’s expenditure and new taxes and also serves as the forum for criticism

and the focus of public opinion on national affairs.
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Figure 4.3: Structure of Government in Malaysia
Source: Public Service Department Malaysia (PSD), 2010 at www.jpa.gqov.my

Malaysia’s Federal Constitution clearly outlines the responsibility and division of power
between the Federal and State government. The Federal government has authority
over, among other things, external affairs, defence, internal security, civil and criminal

law and the administration of justice (except for certain civil law cases among Malays
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or other Muslims which are adjudicated under Islamic law), federal citizenship, finance,
trade, commerce, industry, shipping, communications, transportation, power,
education, medicine, health, labour and tourism. The State governments have, in their
respective states, authority over, among others, land, local government and services of
a local character such as markets, fairs, licensing of places of public amusement. Both
the Federal and State governments have concurrent jurisdiction over, among others,
social welfare, town and country planning, public health, sanitation, drainage, irrigation,

housing and provisions for housing accommodation.

The State governments are presided over by ceremonial state rulers. The ruler acts on
the advice of the State Executive Council that is chaired by the chief minister. All the
states have unicameral legislatures and elections are held every five years. In states
where there is no hereditary ruler, a governor is appointed by the king to be the
ceremonial head of state. The State governments are led by chief ministers (Menteri
Besar or Ketua Menteri), selected by the state assemblies. The state legislature has
the autonomy to pass any law so long as it is consistent with Federal laws. Local
government comprises two components: district administration and local authorities.
District administration is the prominent administrative body at the district level for both
the state and Federal governments. The District Officer usually heads the District
Council and is responsible for the development of the district as a whole. There are
two types of local governments: municipalities for large towns, and district councils for
small urban centres. The State government appoints the mayor, chief administrative

officer, and local councillors.

However, many political scientists describe federalism in Malaysia as highly
centralised (Jomo and Hui, 2002; Moten and Islam, 2004). The most common issue
highlighted in the research was related to the financial power held by the Federal
government. In Malaysia, the Federal government is responsible for collecting all direct
taxes such as income tax, import and export duties. Meanwhile, the State
governments are only assigned to collect residual revenues related to land, real
property, agricultural and forestry. Therefore, the State governments rely very much on
Federal grants, including those for infrastructure development and public housing
programmes. Over the last twenty years, State governments have surrendered various
functions to the Federal government due to a lack of fiscal resources, including low

income housing provision (Funston, 2001 p.190).
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4.3 CHANGES TO THE POLITICAL ECONOMY AND HOUSING PROVISION IN
MALAYSIA

Many scholars have published studies on the changes to the political economy in
Malaysia since the British Colonial period (see Boo Teik, 2001; Jomo, 1999; Okposin
et al., 1999). However, no previous research looks at the impact of the changes to the
political economy in Malaysia in relation to the changing role of the state and market in
housing provision. The aim of this section is to briefly discuss the impact of changes to
the political economy on the role of the state and market in housing provision.
Therefore, the existing literature on changes to the political economy of Malaysia will
be used for analysis in this section. Malaysia has undergone different phases of
political and economic development that have influenced the role of the state and

market in the economy since independence.

Jomo (1999 p.85) explains Malaysian economic development planning has been
primarily shaped by the nature of the ruling regimes and their respective visions for
development. He distinguishes four different regimes of Malaysian development as
Late Colonial Priorities (1950-1957), Alliance Laissez-Faire (1957-1969), Growing
State Intervention (1970-1985) and Economic Liberalisation (1986-1997). Since
Jomo’s analysis was conducted only until the Asian Financial Crisis in 1997, the
regime after the crisis was identified as Semi-autarchy (1998-present) according to
Boo Teik (2001 p.194).

Meanwhile, the analysis of the changing role of the state in housing provision in
Malaysia will use the Structure of Housing Provision (SHP) framework developed by
Ball (1986). Various studies have used SHP as a research framework for explanation
and comparison of different housing systems (see Ball et al., 1988; Wu, 1996; Li,
1998). The analysis in this chapter focussed on overall housing provision system in
Malaysia, particularly the role of state and market in housing production and allocation.
Land matters and housing finance will be discussed briefly in the analysis. A detailed
analysis of low cost housing provision in Malaysia will be carried out in the next

chapter.

A summary of housing policy development and the key players in housing is shown in
Table 4.3. The key local and international policy documents which guide the housing
policy formulation are also listed in the table. The summary is then followed by an

analysis of changes to the political economy and their impact on housing provision.
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Table 4.3: Summary of Housing Policy Development in Malaysia, 1950-2005

G
it

Key Player

The . Kay Housing Focus of Attention . ey Housing P

Cole s |8gUes: SO R S
Late Colonlal lllegal squatters. Resettlement of people mainly ¢ Building of 480 new villages throughout
Priorities Overcrowding and slums from squatter areas during Malaya and resettiement of more than

(1950-1957)

in urban areas.
Housing shortage after
the war due to lack of
budget

Malayan Emergencies into new
villages.

Provision of housing for low
income people in the urban areas

500,000 people under military command.
Setting-up of the Government Housing Trust

in 1951.

Malayan Union Housing
Committee Report, 1947.

¢ G. Rudduck Report, 1950

Briggs Plan, 1952

¢ Housing Trust Ordinance,

1950
1 Malaya Plan (1956-1960)

¢ Federal Government
as key player in
housing provision
through The Housing
Trust

Alliance
Laissez-Faire
(1957-1969)

Housing shortage due to
low production by the
public and private sector.
Government priority for
infrastructures & rural
development.

Rural = urban migration
increases after
independence.

Encourage government servants
and public to own their house
under the Home Owning
Democracy Program in 1961.
Emphasis on housing provision
for low income people especially
in the urban areas

Encourage private sector
involvement in housing provision.

Setting-up of Ministry of Local Government

and Housing in 1964

State development agencies and large local
authorities begin housing programmes.
The Housing Trust concentrates on building

low cost houses.

Introduction of the industrialised system for

housing construction.

o 2" Malaya Plan (1961-1965)
o 1" Malaysia Plan (1966 -

1970)
Housing Developer Act, 1966
enacted

¢ Federal and State
government as key
players in housing
provision for low cost
housing.

¢ Private sector
focuses on medium
and high cost
housing

Growing
State
Intervention
(1970-1985)

Acute housing shortage in
urban areas due to a
huge influx of people from
rural areas.

Formation of squatter and
slums.

Eradication of poverty and
restructuring of society

Housing provision through land
development schemes and
regional development authorities.
Encourage national unity in
housing development.

Public sector continues to provide
housing for low income people
Setting-up of state development
agencies to build houses.
Private sector continues to focus

on medium and high cost housing.

Recognition of informal sector; squatter
upgrading and sites-and-services; subsidies

for land and housing.

Establishment of National Housing Dept. in

1976 to replace The Housing Trust

State government takes over responsibility
to provide low cost houses under Public
Low Cost Housing Programme (PLCHP)
Imposition of minimum 30% Bumiputera

quota for housing allocation

National Consultative Council on Housing
set-up in 1980 to discuss housing issues

between private and public sector.

Structure and Local Pian provides better
framework for housing development and

land allocation.

Introduction of new ceiling price for low cost
housing at RM25,000 per unit in 1982 and
standardisation of 30 % low cost housing

quota

New Economic Policy, 1971.
2" Malaysia Plan (1971-1975)
3" Malaysia Plan (1976-1980)
Vancouver Declaration
(Habitat 1, 1976).

Town and Country Planning
Act, 1976

4" Malaysia Plan (1981-1985)
1990)

Privatisation Policy, 1981
Shelter, Poverty and Basic
Needs (World Bank, 1980);
World Bank evaluations of
sites-and-services (1981-
1983)

o Private sector takes
over as the key
player in housing
provision except low
cost housing

+ Stategovernment
takes over
responsibility for low
cost housing
provision from the
Federal government
(the Housing Trust)
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Continued

Thg;pq{?eriqd e Focus of Attention
Economic « Rapid economic Human Settlement Concept for

Liberalisation
(1986-1997)

development, increasing
influx of foreign
immigrants.

Worsening illegal
squatter problem.
Housing oversupply
during Asian Financial
Crisis in 1997-1998.

housing development with an
emphasis on sustainable
development.

To ensure all people, regardless
of their income level, live in a
decent house.

Securing an enabling framework
for action by people, the private
sector and markets.
Privatisation Policy including
housing provision

To build more affordable housing
especially low and low medium cost
housing.

Joint venture housing development
between public and private sector.
Ministry of Housing and Local Government
(MHLG) introduced new regulations and
guidelines related to housing development
(1991-1995)

New ceiling price for low cost housing set
between RM 30,000 and RM42,000 per
unit according to location in June 1998.

National Development Plan,
1991

5" Malaysia Plan (1986-1990)
6" Malaysia Plan (1991-1995)
7" Malaysia Plan (1996-2000)
Global Shelter Strategy until
the year 2000 (UNCHS, 1988)
Agenda 21 (UNCHS, 1992)
Enabling Housing Markets to
Work (World Bank, 1993)
The Habitat Agenda (UNCHS,
1996); Global Report on
Human Settiements (UNCHS,
1996)

e Private Sector takes
over as the key
player in housing
provision including
low cost housing

+ Government began
to retreat from direct
housing provision

Semi-Autarchy e
(1998-present)

Unresolved squatter
problems

Oversupply of low cost
houses

Inefficient housing
allocation system

Emphasis on sustainable
development and adequate
housing for all income groups.
Emphasis on information and
communication technology and
the use of industrialised building
systems.

Public sector to play a major role
in housing provision for low
income people.

Nationwide squatter elimination
programme

Government announced 35,000 units of
low cost housing to be built nationwide as
part of the economic stimulation package
during the Asian Financial crisis in 1999.
Emphasis on squatter elimination
programmes by the year 2005.
Implementation of People Housing
Programme (PHP) for rental in 1998
Introduction of Computerised Open
Registration System (ORS) for low cost
house buyers in 1998.

Flexibility on the 30% quota of low cost
houses in 2002

Implementation of alternative Build then
Sell Concept for housing development
since 2006

Vision Development Plan,
2001
8" Malaysia Plan (2001-2005)
9" Malaysia Plan (2006-2010)
Report of study on
Computerised Open
Registration System
Improvement, 2006
e Amendment to Housing
Developer Act, 1966
(rename Housing
Development Act) in 2002.
National Squatters Census
and Relocation Study, 1999

« Private Sector
remains the key
player in housing
provision including
low cost housing

o Federal government
began to increase
its role in low cost
housing provision
under PHP

Sources: Shuid, 2004 and Various Five Year Malaysia Plans
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4.3.1 Late Colonial Priorities (1950-1957)

a) Political Economy

During the late colonial period, the British Colonial government were more concerned
with British owned rubber plantation and tin mining interests in Malaya (Jomo, 1999, p.
88). Therefore, the main priority was to repair facilities damaged during the war and to
provide new infrastructure such as telecommunications, electricity, roads, highways
and ports in order to service the primary commodity export economy. However, little
was done by the Colonial government to improve living conditions and the economy
before independence. Only fourteen percent was allocated to the economic sector for
social services compared to sixty nine percent for infrastructure under the First Malaya
Development Plan (1956-1960) (Jomo, 1999 p.88). The housing sector then only
received seven percent from the total amount allocated for social services. At the
same time, the Colonial government was fighting the communist insurgencies in the
Malayan jungle, which further limited the amount the government could spend on
social services and housing. Meanwhile, the people of Malaya were generally divided
geographically according to their social and economic backgrounds. The Malays
largely lived in rural areas and worked in small agricuiture plots. The Chinese were
concentrated in urban areas and were involved in more lucrative activities such as
trade and mining and the Indians mainly worked and lived in the large rubber

plantations owned by the Europeans.

b) Housing Provision

Since the country was predominantly rural in nature, the structure of housing provision
was relatively simple during this period (see Figure 4.4). The Federal government,
particularly through the Malayan Housing Trust (the Housing Trust), was responsible
for housing provision during this period. The establishment of the Housing Trust could
be traced after World War Il. According to a report by the Malayan Union Housing
Committee, there was a house shortage of 27,000 units in Malaya, particularly in urban
areas due to a lack of new house construction and house destruction during the war
(Shuid, 2006, p.40). Following recommendation by the Malayan Union Housing
Committee, the British Colonial government established the Housing Trust Federation
of Malaya in 1951 under the Housing Trust Ordinance, 1950. The Housing Trust was
empowered to raise money to be used to pay private builders for housing construction,

to build houses and purchase land where no suitable state land was available
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(Jagatheesan, 1979: 24). Meanwhile, State government involvement was limited to
identifying suitable land for housing development. The financing for housing
construction was provided by the Housing Trust. However, due to a limited budget and
lack of manpower, the trust only began its operation in 1953 and only managed to
build a total of 1,552 units of housing in Malaya from 1953 to 1957 (Shuid, 2006).

_ Structure of
Housing Provision.
Y A
STATE e mm e MARKET o mm e
! Financing: ' + ' Financing: ,
Y : Federal Government! 1 Building Society !
1 - - ]
British Colonial : Land: E Private Hous_mg ' Land: i
Government | __| StatefPrivateland : Developers/Private ! Privateland
(Federal) ; Construction: House Builders : Construction: 1
! Private Contractors | | Private Contractors |
A
The Housing Trust
Federation of
Malaya
v v fr
Housing Stock Housing Stock Housing Stock

R

Medium cost
housing for sale

v

Low cost housing
for sale & rent

'

High cost
housing for sale

Figure 4.4: The Structure of Housing Provision in Malaya during the Late
Colonial Period, 1950-1957

Source: Author

The only large scale housing programme implemented by the British Colonial
government occurred during the Malayan Emergency from 1948 to 1960 (Agus, 1998).
Under the Briggs Plan from 1952 to 1955, the people who lived in the fringe of jungles
and who were mostly illegal squatters were resettled in new villages across Malaya to
avoid contact with communist insurgencies. Due to the urgent need for the relocation
of 500,000 people into 480 new villages, the houses built were mostly not up to the
required building standards and were poorly constructed by military personnel with the
help of the villagers. Since the programme was implemented under military control, the
houses built were therefore never considered to be part of a public housing
programme (see Figure 4.5).
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jurisdiction over post-colonial Malaya. The compromise protected foreign economic
interests mainly held by the British, particularly the plantations and tin mines. Jomo
adds “...the Alliance government’s development strategy reflected the class interest
and political compromise. Consistent with this compromise, the state pursued a
basically laissez-faire development strategy with minimum state interference ...”
Similarly, other scholars describe the state during this period as playing a ‘restrained
role’, promoting ‘laissez-faire capitalism’ and having an unprotected market (see Boo

Teik, 1997; Funston, 2001).

However, as a newly independent nation, the development priority was to provide
infrastructure and rural development, as reflected by government allocation under the
Second Malaya Plan (1960-1965) and First Malaysia Plan (1966-1970). More than
sixty percent of development expenditure was allocated to the economic sector
compared to less than thirty percent for social services during both plan periods. With
less priority given to social services by the government, the housing sector received an
allocation of only three percent under the Second Malaya Plan and five percent under
the First Malaysia Plan. The small amount of money allocated for public housing is
therefore consistent with a laissez fair economy adopted by the government during this

period.

b) Housing Provision

The housing provision during this period was still not much different from that available
in the pre-independence period, except the role of the British Colonial Government
was replaced by the Federal Government of Malaysia with minor roles played by the
State governments (see Figure 4.6). The Federal government, through the Housing
Trust, still played an important role in low cost housing provision. Financing for the
programme was provided by the Federal government through State governments in
the form of loans, while the Trust provided the technical expertise for layout
preparation, house design, tender administration and the monitoring of house
construction (Ministry of Local Government and Housing, 1966). The house
construction was undertaken by the private building contractors. The State
governments’ role was still limited to identification of suitable land for housing provision
and managing the loan repayment to the Federal government when houses were sold

by the Housing Trust.
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Figure 4.6: The Structure of Housing Provision in Malaysia during the Alliance
Laissez-Faire Period, 1957-1969

Source: Author

In terms of market provision, after independence more local companies began to
become involved in housing development, particularly for medium and high cost
housing. During this period, the private housing developers enjoyed a relatively free
market with minimum government controls and regulations in line with the laissez-faire
economic policy adopted by the government. Their number grew rapidly and by 1972
there were a total of 626 registered private housing developers in peninsular Malaysia,
more than in any other South East Asian country at that time, as described by
Johnstone (1980). The government also did not impose any requirement for the private
housing developers to build low cost housing in line with the /aissez-faire economic
policy practiced during that period. The private housing developers obtained the sites
for devélopment from private land. Financing for house construction was available
from a growing number of private financial institutions and building societies. The
private contractors were usually appointed to undertake housing construction by the
private housing developers. However, in 1966, the Housing Developers Act (Control
and Licensing) was enacted by parliament to regulate and control the operation of
private housing developers in order to protect the house buyers due to an increasing
number of fraud cases by the private developers (Malaysia 1966), thus showing the
early signs of state control in the housing market.
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4.3.3 Growing State Intervention (1971-1985)
a) Political Economy

The economic imbalance among ethnic groups and a population divided according to
geographical locations could not be sustained in Malaysia. The conditions contributed
to tension and, subsequently, the racial clash known as the ‘13" May 1969 Tragedy’.
Following the incident, the country was ruled by the National Operations Council
(NOC) headed by Deputy Prime Minister Tun Abdul Razak under the State of
Emergency from 1969 to 1971. Razak’s regime, according to Boo Teik (2001, p. 176),
no longer relied on laissez-faire capitalism and began to devise the New Economic
Policy (NEP) (see Malaysia, 1991; Jomo & Gomez, 2000; Pillay, 2000 for detail on
NEP). The NEP had two main objectives; the first was to eradicate poverty by raising
income levels. The second was to increase employment opportunities for all
Malaysians, irrespective of race, and accelerate the process of restructuring Malaysian
society in order to correct the economic imbalance and to reduce and eventually
eliminate the identification of race with economic function (Malaysia, 1973). Therefore,
the state visibly encroached into the market including employment in manufacturing,
property ownership, company equity, etc. in order to meet its NEP targets. The NEP
envisaged the incidence of poverty declining from 49 percent in 1970 to 16 percent in
1990 and the Bumiputera share of corporate equity rising from 2.5 percent in 1970 to
30 percent in 1990.

Many scholars argue that Malaysia’s growth and restructuring policies throughout the
NEP period were interventidnist, with strong roles for both market and government
(see Jomo, 1999; Rasiah and Shari, 2001). NEP implementation required the state to
be actively involved in the economy and physical development and to allocate more
funds to public expenditure (Jomo, 1999, p.93). Thus, the NEP was unique, not only in
comparison with Singapore which shares a similar history and institutional background,
but also in the context of East Asia as a whole (Kwon, 2005, p.93). In 1981, Dr.
Mahathir became Prime Minister which saw a dominant and dramatic change in the
role of the executive with a shift towards a developmental state approach based on the
Northeast Asia model through the Look East Policy (Funston, 2001, p.198). The
developmental approach adopted in the early stage of the Mahathir administration
further increased state intervention in all economic and social policies, including

housing provision.



b) Housing Provision

Following the cessation of the operation of the Malayan Housing Trust in 1976 (MHLG,
2006), the State governments began to take responsibility for public housing provision
from the Federal government (see Figure 4.7). The Stategovernments, through the
Housing Section, provided low cost housing in the states under the Public Low Cost
Housing Programme (PLCHP). The State governments also established their own
State Economic Development Corporation (SEDC) and were involved directly in
housing development. The establishment of the SEDC by the State government was
crucial to achieving NEP objectives through housing provision. The SEDC not only
provided medium and high cost housing, but also low cost houses as directed by the
State governments. The SEDC received financial support in the form of grants and
loans from the State governments to provide housing, including low cost. Land for
housing development for the SEDC was usually provided by the State government
from state land or through land acquisition. Meanwhile, house construction was
undertaken by private contractors.
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Figure 4.7: The Structure of Housing Provision in Malaysia during the NEP

Period, 1971-1985

Source: Author
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In line with NEP objectives to restructure society, the state encouraged the rural-urban
migration among the Bumiputera. A sudden increase in migration and rapid
urbanisation during the early 1970s caused housing shortages in urban areas. The
failure of the state to provide a sufficient number of low cost houses through the
Housing Trust prompted the need for private sector involvement. Under Mahathir’s
administration, the government began to impose various regulations and guidelines for
housing development undertaken by private developers. This included a requirement
for 30 percent low cost housing through the planning system and a ceiling price per
unit of RM25,000 throughout the country after 1981 (Malaysia, 1981).

Meanwhile, the private sector continued with the construction of medium and high cost
housing with increased control by the government. Private housing developers and
cooperatives began to play a vital role in housing production after the privatisation
policy introduced by the government under Mahathir's administration in 1981. The
increased role played by private developers in housing production, despite various
controls and regulations, shows how the government skilfully attracted the market to
become involved in national development. The land for housing development by the
private sector was either purchased directly from the market (individual/company) or
the State governments (state land/land acquisition). The financing for housing
development was usually provided by private financial institutions or the developers’
own sources. Finally the construction of the houses was accomplished by private
housing contractors.

4.3.4 Economic Liberalisation (1986-1997)
a) Political Economy

The state began to rethink its intervention policy and embarked on economic
liberalisation after the recession in 1986-1987. The business community generally
blamed the government’s excessive intervention policy as the main reason for poor
economic growth (Jomo, 1999; Jomo and Gomez, 2000 p. 292). Thus, they called for a
less regulated market and reduced state intervention in the economy, including among
the Malays elites. The state began economic liberalisation and selective interventions
were implemented in order to overcome market failure and to enhance economic
performance (Jomo, 1999; Rasiah & Shari, 2001). Meanwhile, Malaysian economic
recovery and prosperity during the early 1990s was largely as a result of export
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oriented manufacturing investment, with average annual growth rates above 8 percent
from 1989 to 1997. Malaysia was recognised as one of the newly industrialised
economies with liberal and export oriented industries governed by the markets by the
mid 1990s (see the World Bank, 1993; Saleh and Meyanathan, 1993; Jomo, 1999;
Rasiah and Shari, 2001). A blend of government intervention and the market helped to
make export-oriented industrialisation a success and specific distributive policies
helped to reduce poverty and inequality.

The Federal government realised a partnership between the private sector and the
state was the key ‘ingredient’ to achieve sustained growth (Malaysia, 1991). Thus, the
government began to rely on the market during the early 1990s and partially retreated
from social services provision. Despite implementation of NEP strategies during the
1970s and 1980s, neo-liberal orthodoxy has portrayed Malaysian economic
fundamentals as having been fulfilled by market-friendly policies (Rasiah and Shari,
2001 p.58). Therefore, the World Bank considered the second-tier NICs, including
Malaysia, as better models for the global liberalising process for other developing
countries (World Bank, 1993, p.2). In 1991, the NEP was replaced by the National
Development Plan (NDP), which emphasised economic growth, but still maintained the
NEP’s ethnic considerations.

b) Housing Provision

During the early 1990s, the housing policy in Malaysia was largely influenced by
international agencies’ recommendations which promoted a neo-liberal agenda in
developing countries. The World Bank Report “Housing: Enabling Market to Work” in
particular emphasised the reform of government policies, institutions, and regulations
to enable the housing market to work more efficiently (World Bank 1993, p.1).
Governments were advised to abandon their earlier role as producer of housing and to
adopt an enabling role of managing the housing sector as a whole. As a result,
governments throughout the world began to retreat from public housing provision and
were only involved in providing assistance to the self-help housing sector (Pugh 2001,
p. 400).

In Malaysia, economic liberalisation from 1986 onwards further increased the
government'’s reliance on the private sector to provide housing for the people. The total
number of houses completed by the private sector for the categories of low, medium
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retreat from direct housing provision, as recommended by the World Bank, it still

intervened in the market through various regulations.

Nevertheless, for many private housing developers, housing development remained
attractive and profitable to the private sector due to relatively free market practice in
the middle and high income housing markets. In addition, generous asset transfer,
particularly of land from the government to large private companies, under the
privatisation programme encouraged the participation of the private sector. Easy
access to finance for housing development under financial globalization also
contributed to an increasing number of houses being built in Malaysia during the early
1990s. The structure of housing provision did not change very much from the NEP
period except for an increased number of public-private partnerships in housing
provision through joint-venture companies or the privatisation of government land (see
Figure 4.9). The State governments usually provided land for development whilst the
housing developers provided the capital and technical expertise. The financing for
housing development was mainly provided by private financial institutions or banks.

Meanwhile, house construction was usually undertaken by private contractors.
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4.3.5 Semi-Autarchy (1998 — 2005)

a) Political Economy

Before the Asian financial crisis of 1997, Malaysia was one of the most rapidly growing
economies in East Asia. Unfortunately, Malaysia’s progress towards industrial nation
status almost came to an abrupt halt due to the financial crisis (see Jomo, 1998, Flynn,
1999, Mera and Renaud, 2000; Rodan et al., 2001 for details of the Asian financial
crisis). The Asian financial crisis began to threaten the survival of the conglomerates
and upset the state’s relationship with the market. Apart from the currency crisis, many
scholars believe the Asian financial crisis was also triggered by excessive bank
lending to the real estate sector, particularly housing (Koh et al., 2005; Quigley, 2001;
Mera and Renaud, 2000). They argue that speculation in the real estate market was
rampant in many Southeast Asian economies in the early 1990s. Corruption had also
become deeply entrenched among both political leaders and the bureaucrats, with a
lack of transparency (Funston, 2001, p.197).

Despite all the problems, Malaysia was still among the countries which weathered the
crisis due to its ‘mixed economy’ and strong economic fundamentals (see Besson,
2000; Case, 2005 p. 28). The Malaysian mixed economy produced rapid growth and
stability and enabled the government to initially resist the crisis induced pressures for
reform that engulfed other East Asian countries. During the Asian Financial crisis in
1997, there was also greater pressure from the international agencies, particularly the
IMF, for neo-liberal reform. The IMF required countries affected by the crisis including
Malaysia to pursue the principles of ‘good governance’, ‘economic reform’ and ‘market
discipline’ in order to achieve economic recovery (Boo Teik, 2001, p.213). However,
the Malaysian government refused to seek financial aid from the IMF in order to avoid
interference from international agencies in the country’s economic affairs and through
fear of the possible dismantling of the NEP (Jomo and Gomez, 2000, p. 275). Although
Mahathir transformed the country into a modern capitalist state and had shown
sensitivity to the forces of globalization since 1986 (Verma, 2004, p.9), during the
financial crisis he began to blame globalization for the loss of control over national

economic programmes.

After the crisis, the state began to emphasise statist interventions in managing the
economy (Case, 2005, p. 285). However, this move was clearly against the neo-liberal
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reform propagated by the IMF. Due to continuous pressure from international
agencies, the state turned to neo-liberal reforms and good governance agendas in
both public and corporate sectors by the early 2000s. However, this new market thrust
failed to re-energise foreign investment. Eventually the Mahathir administration
returned to statist intervention until the end of his period of office in 2003. After 22
years in office, Mahathir finally stepped down from his post and was replaced by
Abdullah Badawi in October 2003. After taking over, Abdullah Badawi renewed
reformist commitments to reduce corruption and pursue neo-liberal reform (Case
2005). From late 2003, the government began to refurbish its regulatory apparatus,
giving new attention to neo-liberal reform and good governance agendas.

Under the Abdullah Badawi administration, the government introduced more
regularised procedures in both public and corporate sectors. This was later followed by
" the introduction of master plans and codes of conduct geared towards neo-liberal
reforms and good governance (Case, 2005, p. 294). Some observers consider that the
approach undertaken by the government since the appointment of the new Prime
Minister Abdullah Badawi could be the best-regulated and most transparent in Asia.
Thus, under the new administration, the Malaysian political economy has regained
some of its earlier equilibrium prior to the crisis. His administration strongly identified
with neo-liberal reforms and evoked another policy turn from statist intervention to
market forces (Case, 2005, p. 305). In conclusion, the state embarked on statist
intervention during the crisis in order to protect the political elites and Malaysian
conglomerates before neo-liberal reform began after 2003.

b) Housing Provision

During the crisis, unsold property, including housing, soared in price and many buyers
were caught unawares when the interest rate rose, especially those buying for
speculative purposes (Boo Teik, 2001, p.198). Subsequently Federal government
established National Economic Action Council (NEAC) to make recommendations in
order to revive the country’s economy (NEAC 1998). NEAC recommended several
strategies related to housing. These included the construction of houses which cost
less than RM200,000 per unit, particularly low cost housing, and the introduction of
flexible prices for low cost houses (NEAC, 1998, p.195). Low cost housing seemed to
provide a viable solution to stimulate economic growth and to create job opportunities.

The Federal government also believed there was still demand for low cost housing,
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despite the economic crisis, in view of the large number of squatters in the country. As
an alternative for people with a low income who faced difficulty in obtaining finance
during the crisis, the NEAC recommended that the Federal government, State
governments and local authority should build low cost housing for rental instead of for
sale (NEAC, 1998, p.196). Another important NEAC recommendation was the revision
of low cost house selling price by MHLG. The new low cost housing price structure
was finally approved by the Cabinet in June 1998 (MHLG, 1998). The ceiling price for
low cost housing was increased to between RM25,000 and RM42,000 per unit,
according to location, land cost and type of house. Thus, an element of market forces
was reflected in determining low cost house prices. Based on the recommendations by
the NEAC, the Federal government began to build public low cost houses for rental,
which were also known as the ‘People Housing Program (PHP) NEAC in 1998.

Despite government efforts towards market reform in housing provision, it still
remained inadequate. As described by Zhang and Sheng (2002), “Malaysia is an
exception to broad-based trend of market-orientated reform, since there is a strong
reluctance to relax state control and promote market mechanisms.” The state,
according to them, “maintains its tradition of strong intervention in housing and
providing housing not only for low income groups but also for medium and high-income
groups”. Among the most important issues highlighted by Zhang and Sheng was the
fact that the state even restricts the distribution of low income housing developed by
the private sector, which is an unusual practice in the region. Meanwhile, according to
Agus (2002, p.49), excessive state control over housing hindered the development of
the market, while the potential of the private sector's capacity was under-utilised.
Clearly the state still maintained strong control and intervention during the crisis,
despite IMF and World Bank pressures for market reform.

The structure of housing provision during this period clearly became more centralised
and heavily controlled by the Federal government (see Figure 4.10). Everything from
financing, design and building construction monitoring was handled by the Federal
government through the National Housing Department (NHD). Meanwhile, the
Stategovernments’ involvement in direct housing provision was limited to the State
Economic Development Corporations (SEDC). From 1998, most SEDC were
transformed from state agencies into corporate entities with the majority of shares still
owned by the State governments. The corporations began to operate like private
companies with profit oriented objectives, thus reducing political interference and

avoiding selling houses at subsidised prices.
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Source: Author

105



$ (L (- ( - 5B (L& SHMH L H W #F. . *2 A "E G 1 *% § *

B "($ "(& ( & -# ,(-# * "*$ .1 # . (0% ( (+# 8<<;/| F #" *
VR (- & - #) L (-8 L+ (- & LHET - 88 (& (% S,
S 1L, %, # L& & #* *o(#*$ . )L, #B) @3 (,,(.16771,
2 AL #" O x 1 #T . H(# L r+ B (% (., K # L #) +* L 2@
(%2 Lo #R g HT RS (" #U(. ) Mt k2§t (#(*L
(O$ (.$ & - ($& +* /8 , - .# . 8<<8 #* 6 , - .# . 6777
@3 ,(# .# *+ #(# $# -$1 ((O)S$ (1 6777A/ #" * 1 #" (# *.( B*$ .
#&) @B 1 677 A , *N -# & "* *2. 8" , . (% ( #* -*.# . #* & -
) 7, -.# . 677 @$ ! I88AI .# $# .1 )1 #" # & +* |
. % (# O #( 0 # .- ($ .1 *%  #" ) ($ +* 8< , - .# #* 66/, , - .
6777 (& + #" .- ($ & #* 7 , - . # . 677/ "$1 . 0 *#" -* # $
Px1 " *x2. 8" . (0% ($"*2% (&- . .1 # .&l
FF =

[ )6')J&' I+ %1 [ #3$%47 1%5"/' '&/"$

! /88 5"(.1'$ . B*$ .l . . (O%$ (1 8<<87677
YHIA +  "1UU6 &1 )Y /"% + %A+ "$"2+%": H "/%)&"$ )#+%&, )$%42 [#(2

87



4.4 HOUSING PROVISION IN MALAYSIA IN THE CONTEXT OF DEVELOPMENTAL
STATE DEBATES

Any analysis of the development of the political economy of East Asian countries
commonly discusses developmental state regimes. In the context of Malaysia, before
1997 many scholars agreed that Malaysia was a developmental state (see World
Bank, 1993; Leftwich, 1995; Jomo, 1999). Leftwich (1995), in his analysis of six major
components to define the developmental state, describes Malaysia as fitting within the
developmental state model. Leftwich also identifies three previous Malaysian prime
ministers as being developmental: Tunku Abdul Rahman, Tun Abdul Razak and Dr.
Mahathir Mohammad. These leaders, together with a small group of politicians and
bureaucrats, were instrumental in establishing a developmental regime and its culture.
Malaysia was described as an ‘authoritarian state’, ‘semi-democratic state’ or ‘illiberal
state’ (Beng Huat, 2005, p. 99). Malaysia, like many other developmental states, is
very much controlied by the prime minister particularly during the Mahathir's
administration (Richter, 2000, p. 7).

In terms of relative autonomy, Malaysia was classified as a democratic developmental
state which means that the state has been able to achieve relative independence from
the demanding clamour of special interest groups (Boo Teik 2001, p. 178). Some
groups can benefit from the state autonomy, as is the case of the Bumiputera in
Malaysia under the NEP during the 1970s. The state has governed the market through
extensive economic intervention conducted by social circumstances and political
pressures under the NEP. The state functions through a high degree of control and the
integration of institutions and civil society. In addition to the NEP, the turning point
towards being a developmental state was the government’s ‘Look East’ policy
introduced by Prime Minister Mahathir's administration once he took over in 1981
(Pillay, 2000, p. 209). The policy intended Malaysia to adopt the Japanese and Korean
models of economic development, where the state plays a crucial role in the drive for

industrialisation.

The bureaucrats were also very strong and dominant in Malaysia. The agencies under
the prime minister's department appear to have real power, authority, technical
competence and insulation in shaping developmental policy. Malaysia was led by a
strong executive and thus the government relied upon subtle ideological control and
nationalist sentiment to maintain an authoritarian structure (Verma, 2004, p.208).
However, there is a history of strong bureaucrats and technocrats in Malaysia which

extends way back to the British Colonial period. The British provided a strong
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authoritarian bureaucratic foundation for Malaya independence and helped to educate
an elite group of people to later take over the administration of the country (Funston,
2001, p.161). In contrast, the civil society in Malaysia was considerably weaker with
state practices controlling the media and labour organisations (Leftwich, 1995, p.417).

However, it is important to recognise the Malaysian variant of the developmental state
model compared to the typical Northeast Asia Model (see Trezzini, 2001; Low, 2004).
The difference can be seen in many aspects such as land reform, state control of
finance, macroeconomic management, industry policy, income policy and social
organisation.

The Trezzini study identified many dissimilar features between Malaysia and the ideal
type of developmental state in East Asia (see Table 4.4). In addition to the eight
features of developmental states identified by Pempel (1999), Trezzeni added four
more features for comparison which include: ethnicity, cultural heritage, saving rates
and investment in human capital. The main similarities found in the key features of
developmental states are ‘strong state’ and ‘authoritarian regime’. Nevertheless, many
scholars still regard Malaysia as a developmental state, despite its differences from
Asia’'s North East countries model (see Woo & Cummings, 1999; Jomo, 2000;
Trezzini, 2001; Low, 2004; Ju Kwon, 2005). Even during the Asian financial crisis there
was strong reluctance by the government to adopt neo-liberal reform (Jomo, 2000;
Low, 2004). Jomo explains that the strong statist intervention adopted since the 1970s
in Malaysia was the reason behind the refusal of IMF financial aid and subsequent
neo-liberal reform.

The analysis of housing provision regimes since the British Colonial period until 2005
clearly shows strong state intervention. State intervention is particularly obvious since
the implementation of the NEP in 1971. Even after economic liberalisation in 1986, the
state continued to control the housing market through various regulations and laws
such as those required the private developers to provide low cost housing with the
buying and selling price determined by the state. Furthermore, the implementation of
PHP for rental in 1998 by the Federal government was a clear indication of a
government response to market failure and enhanced it role in housing provision.
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Table 4.4: A Comparison Between the Ildeal Type of East Asian Success Model

and Malaysia

Ideal Type of ‘East Asian Success
Model’

Malaysian Peculiarities

1. Ethnic-religious homogeneity

2. Neo-Confucian cultural heritage

3. Geo-strategic exposure, financial aid from
the USA, propitious world markets

4. Socio-structural reforms such as a
sweeping land reform which toppled or
weakened old oligarchic and landed elites

5. Comparative low income and wealth
inequality at the outset of the catching-up
with industrialisation process

6. Relative scarcity of natural resources

7. Authoritarian political system, legitimacy
of rule strongly based on economic
performance and nationalist appeal

8. ‘Strong state’ with regard to state capacity
and autonomy

8. Comparatively low reliance on foreign
direct investments, promotion of local
entrepreneurial expertise and enterprises

9. Alternation between places of import-
substitution and export oriented
industrialisation

10.Sound macro-economic fundamentals
and high saving rates

11.High investment in human capital
development

10.

11.

12.

13.

Ethnic-religious heterogeneity

Predominantly Malay-Muslim cultural
heritage, Islamic resurgence and a sizeable
ethnic Chinese cultural element

Predominantly Malay-Muslim cultural
heritage, Islamic resurgence and a sizeable
ethnic Chinese cultural element

No real land reform

More marked income inequality, but
successful poverty reduction, rising intra—
Malay inequalities through NEP trusteeship
and cronyism

Relatively abundance of natural resources

Formal democracy with strong authoritarian
tendencies

‘Strong state’ with regard to state capacity,
limited state autonomy and complex
embedded autonomy

Heavy reliance on foreign direct investment,
promotion of a ‘Bumiputera Commercial and
Industrial Community’

Less successful attempts at deliberate
policy change and industrial upgrading and
enduring structural imbalances

Generally achieved and forced saving
schemes such as ' Employees’ Provident
Fund’

Education policy marred by ethnopolitics

Source: Trezzini, 2001, p. 328
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