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Abstract

Provision of affordable housing is a global issue and key agenda of UN Habitat,
‘housing for everyone’ (ILO, 1974). It is believed that a decent and good quality
affordable housing is a basic and fundamental need for humans and can help to
achieve several socio-economic policy objectives (UN-Habitat, 2008; Rizvi, 2015;
Shaikh, 2016; Anacker, 2019; Commission, 2019). Housing affordability is mostly
assessed based on the income to expense (IER). However, researchers (Anacker,
2019; Affordable Housing Commission, 2019; Matt and Marshall, 2019) are agreed
that housing affordability is more than housing (rent, mortgage and utility bills) and
non-housing expenses (commuting, health and education expenses, etc.). A
household should not spend more than 30% of their household income on housing
costs; and social and environmental criteria should be considered to assess the
housing affordability Mulliner, Malys and Maliene, 2016; Napoli, Trovato and
Giuffrida, 2016; Meen, 2018; Affordable Housing Commission UK, 2019; Matt and
Marshal, 2019), especially for low-income households.

The government of Pakistan is unable to meet housing requirements due to rapid
urbanization and uncontrolled population growth in the country. Available affordable
housing developments either are too expensive for low-income households or are
built in the periphery of the major cities. Households with low-income ($2 a day) face
non-housing expenses (especially traveling cost and time) due to lack of
employment opportunities near these affordable housing developments (Rizvi,
2015; Kakakhel, 2014; Gerrity, 2016; Shaikh, 2017; Hasan and Arif, 2018;

Islamabad, 2018; Zameen.com, 2019). Consequently, a substantial proportion of
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population lives in sub-standard and low-quality houses or slums near the town
centres of major cities or go homeless. All the housing finance organizations
including House Building Finance Company Limited (HBFC: a public body) use IER
to assess the housing affordability; and they do not consider any social and
environmental criteria. Therefore, there was a need to develop an affordable housing
framework that can be used to assess the housing affordability of low-income
households. The aim of this research is to establish an affordable housing
framework that can be used to assess the housing affordability and to develop future
affordable housing developments for the low-income households in Pakistan.

A rigorous literature review helped to develop housing affordability assessment
criteria (HAAC). In order to bring together cross-national housing information, and
to get an approval for developed HAAC, housing professionals in Pakistan were
asked to rank them on importance scale. The Delphi methods were used due to their
hybrid nature within the mixed research methodology framework. Some statistically
significant tests whether to use parametric or non-parametric tests for statistical
analysis such as Kolmogorov-Smirnov (K-S); to compare the differences of opinion
between housing professionals and the end users’ groups Mann-Whitney U test;
Cronbach’s alpha to check the internal consistency (reliability) of the data. The
HAAC was reduced into most critical criteria by applying factor analysis tests using
Statistical Package for the Social Sciences (SPSS).

Based on the literature review and the field survey results, this thesis offers an
original contribution to knowledge by developing the concept of affordable housing

to support the low-income households in Pakistan. The framework contains

pg. ii



comprehensive housing affordability assessment criteria (HAAC) and income to
expense ratio (IER) threshold to assess the housing affordability of low-income
households in Pakistan. Housing stakeholders, housing finance & banking sector
and government authorities can use this framework to assess housing affordability
for low-income households, provide and monitor good quality affordable housing

developments for this segment of population in Pakistan.

pg. iv



1 CHAPTER ONE: INTRODUCTION .....cciiiiiiiiiiiiiii e 1

3 A a1 o T U Tox 1 o IR 1
1.2 Research Problem ... 4
1.3 Research QUESTIONS .....oiiii i e e 8
1.4 Research Aim and ODJeCtIVES.........cooiiiiiiiiiii 9
T ¥ U Lo o = 1 P 11
1.6 Original Contribution to Knowledge.........ccccooviiiiiiiiiiiieeeeee 14
1.7 Overview of Chapters........ 17

2 CHAPTER TWO: AFFORDABLE HOUSING AND HOUSING

AFFORDABILITY THEORIES, CONCEPTS AND GLOBAL BEST

PRACTICES ... et et e et e e e e et e e e eaaa e aaees 21

2.1 INEFOTUCTION coiiiiiiiiiiiiieeeeeeee et 21
2.2 Housing (a basic need approach)......cccccccvvviiiiiiiiiiiiiiiiiiiieeeeeeeeeee 21
2.3 Affordable HOUSING ....cooiiiiiiiiiiiiiiiiiiiieeeeeeeee e 23
2.4 Theory of Housing Affordability .......ccccoovviiiiiii 26
2.4.1 Economic criteria of affordable hoUSING ............uuuuiiiiiiiiiiiiiiiiiiiis 26
2.4.2 Social criteria of affordable hOUSING .............uuuiiiiiiiiiiiiiis 49
2.4.3 Demand for affordable hOUSING............uuuriiiiiiiiiiiiiiiiiiiiiis 51
2.5 Affordable Housing (global best practices).......ccccvviviiiiiiiiiiiiviiiiceeeeee, 52
2.5.1 Support-based approach to affordable housing .............ccccovvviiiiiiennnnen. 52
2.5.2 Community — Led HOUSING.....ciiiieeiieieeiiiiee e et e e 54
P2 T T @ T o o 10 11 o 55



2.5.4 Community Land TrustS (CLTS) ...cciiiiiiiiiiiiieeeeeeeeeiiine e 55

2.5.5 Community Self-DUIld ............uuuiiiiiiiiiii 56
2.5.6 HOUSING COOPEIALIVES ......uuuuiiiiiiiiiiiiiiiiiiiiiiiiiiiiieiib bbb eeneeeeeeeeees 57
2.5.7 Tenant management OrganiSatioNS. .............uuueuuuueuremumiiiiiiiiiiiieeiinneneeneaans 57
2.5.8 EMPLY NOMES AOCION ... ..uuuiiiiiiiiiiiiiiiiiiiiiiiiii e 57
2.5.9 Self-help approach........ ... 58
2.5.10 MiCro DUIAINGS ......uuuiiiiiiiiiiiiiiiiiii e 58
2.5.11 Batigeére foundation housing network, France.............cccccccceeininiinnnnee. 58
2.5.12 The VIienNa MOUEIS ........uuuuuuiiiiiiiiiiiiiiiiiiiiiiiiiiiii e 59
2.5.13 De Rokade Sheltered Housing, the Netherlands...............cccccccvvvinnnns 59
2.5.14 My first home scheme (PRIMA).........uuuuiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiieees 60
2.5.15 Public-Private Partnership (PPP Or 3PS) .........ccccuuiiiiiiiiiiiiiiiiiiiiiiiinnnns 62
2.6 Usage of the Global Housing Best Practices in Pakistan......................... 65
2.7 Affordable Housing: Impact on Household .........cccccvvvviiiiiiiiiiiiiiiiiiiinnnnn, 66
2.8 Asian property market indicator and Housing Crisis in ASia................... 67
2.9 HouSINg iN PaKiStan ... 70
2.9.1 Some indicators for housing needs in Pakistan .............cccccccuvvviiiiinninnnnn. 73
2.9.2 Challenges of affordability in Pakistan ..............cccccccuiiiiiiiiiiiiiiiiiiiiiiiinnns 78
2.9.3 Household Structure in PakiStan...................uueeuiiiiiiiiiiiiiiiiiii, 78
2.9.4 Slums, squatter settlements & Kachi Abadis ..........ccccooeeeeeviiiiiiiiennneeennn. 81
2.9.5 FiNANCIAl PrOQUCTS......uuuiiiiiiiiiiiiiiiiiiii bbb 82
2.9.6 Cost of building Material .............ccooviiiiiiiiiii e 82
2.10Some indicators for housing needs in Pakistan .............cccccvvvvivvicinneeenn. 83

pg. vi



2.11Structure and design of housing in Pakistan .........cccccccovvviiiiiiiiiiiiinnnnnn. 86
2.12Parameters of Affordable HOUSING .......coovvviiiiiiiiiiiiii 89

2.13Chapter Summary: Major Findings for Narrowing the Research Question

REFINEMENT) et e e e e e e e s 94
2.13.1 Housing affordability assessment criteria (HAAC)........ccoovvevivviininnenn. 95
2.13.2 Difference between housing and non-housing expenses.................. 105
2.13.3 Affordable housing versus housing affordability ...............cccccccuvnnnnns 107

2.13.4 Income threshold to assess the housing affordability of low-income

households in PakiStan..............uvviiiiiiiiiiiiiiieeeeeeee 107
2.13.5 Housing situation in PakiStan ...................uueuuiiiiiiiiiiiiiiiiiiiiii. 108
3 CHAPTER THREE: RESEARCH METHODOLOGY .....cccceiiiiiiiiiiiieeeeeaeens 110
I % A 1 o 4 o Yo [ 6 ox o] o [P PPPPPPPPP 110
3.2 Description of research paradigms and philosophies........ccccccccvviinnnn. 110
I A 0 11111V o 1N 116
3.2.2  INTEIPIELIVISITI L.ttt 118

3.3 Research Philosophy and Methodology Used for This Research

(adoption of ReSarch ONiON) ... 122
3.3.1 Philosophy used for this research: Interpretivism) .............cccccuvvvvennnnnns 124
ISR T2 | o (W ot 1A VL= - LT ] o1 o o N 125
3.3.3 RESEArCN Stralegy .....cciieeeiiiiiiii et 126

3.4 Resesarch Choice (mixed methodology).......cccovvvveiiiiiiiiiicieeiecee e 129
3.4.1 Delphi MethodS........cooiiieee e 129



3.5 QUESTIONNAITE UESIGN .oiiiiiiiiiiiiiiiiiiiieeee et 132

3.6 SUIVEY POUIALIN (oo 133
3.6.1 Delphi survey population (housing professionals)...........ccccevvvvviinnnnnnn. 136
3.6.2 Questionnaire survey POPUIALION ...............uuuuiuuiiimiiiiiiiiiiiiiiiiiiiieeeieeens 140

3.7 SUIVEY POTING coeiiiiiiiiiiiiiiiiiieeeeeeeeeeeeeeee e 144

3.8 Statistically Significant TESTS .....ccoviiiiiiiiiiiiiiiiiieeeeeeeeee 146
3.8.1 Kolmogorov-Smirnov, Mann Whitney U and Factor Analysis Tests...... 148

3.9 Inclusion and exclusion criteria for piloting questionnaires ................. 150

3.10Chapter SUMMATY .....coiiiiiiiiiiiiiiiie ittt 150

4 CHAPTER FOUR: SURVEY REPORT OF DELPHI METHODS.................. 151

Nt R [ a1 o Yo [ U o {0 o IR 151

4.2 Delphi MEthOAS ......uviiiiiiiiiiiiiiiii e 152
4.2.1 The Delphi ROUN-1......ccoooiiiiieeeeeeeee 152
4.2.2 Delphi ROUNG-2.....coooiieeeeeeeeee 158
4.2.3 Delphi ROUNG-3... . 159

4.3 Report 0N Data FINGINGS .....uuuuuuiiiiiiiiiiiiiiiiiiiiiiiiiieeiiiiieeeieenieeeeeeeeeeeeeeeenneees 159
4.3.1 The survey population..........coooeeeiiioie 159
4.3.2 General Criteria QUESTIONS ......cooeeeeeeeee e 160
4.3.3 Economic criteria of housing affordability..............ccccoeeeii, 169
4.3.4 Social criteria of housing affordability............cccccevviiiiiii e, 174
4.3.5 Environmental criteria of housing affordability ..............ccccviiiiiinnnnnn. 177

pg. Viii



4.4 CRAPTEr SUMIMEAIY ...eueueeiiieeeintieeiieeieeeeeeeeeeesaeeeeeeeee e neeeebnsseeseeeennaees 181

5 CHAPTER FIVE: AFFORDABLE HOUSING END-USER’S SURVEY

REPORT ..ttt e e e e e e e et e e e e e e e e e e e e nnnnbeees 183

5.1 INTFOTUCTION coeiiiiiiiiiiiiiiieeeeeee ettt 183
5.2 Triangulation of HAAC: QUEeStioNNaire SUIVeY .......cccceevveeeeieeeerinnnineeeeen 184
5.2.1 The end-users of the sample affordable housing development: ........... 189
5.2.2 Measurement Scale Used for the Surveys (Likert Scale)...................... 189
5.3 Justification for ThiS SUIVEY ........cceviiiiiiiiiiiiiiiiiiiieeeeeeeeeeeeeeee e 190
5.4 Questionnaire SUrvey REPOIT ......cooviiiiiiiiiiiiiiiiiiiieeeeeeeeeeeeeeeeeeeeeeee e 191
5.4.1 General criteria Of NOUSING .........uuuuuuuiiiiiiiiiiiiiiiiiii s 191
5.4.2 Economic criteria of housing affordability..............cccccooiiiiiiiiiiiiiiiiiin, 208
5.4.3 Social Criteria of Housing Affordability................cccccoiiiiiiiiiiiiiiiiiiiiiiiis 214
5.4.4 Environmental criteria of housing affordability ...............ccccccciiiiiiinnnnns 220
5.5 Summary of the RESUILS .......covviiiiiiiiiiiiiii 223

6 CHAPTER SIX: DATA COMPARISON BETWEEN HOUSING

PROFESSIONALS AND END-USERS.......ccoi i, 227

00 R Y o Yo [ o o 1 o 227
A o = 1§ o ] = I = 227
6.3 Comparison of Demographic and General Data Findings...................... 228
6.3.1 Room sharing (end-users: G. 5 vs housing professionals: G. 2)........... 228

pg. ix



6.3.2 Recommended future affordable housing (end-users: G. 8 vs housing
ProfeSSIONAIS: G. 3) .eeiiiiiiiiiiiiiiiiiii ittt 229
6.3.3 Housing expenses per month (end-users: G. 12 vs housing professionals:
G.5) 229

6.3.4 Recommended financial product to buy or rent a house (end-users: G. 10;
housing ProfessSioNalS: G. 4) .....covvviiiiiiiiiiiiiiiiiiieeeeeeeeee e 229
6.3.5 Household income per month (end-users: G. 11 vs housing professionals:
G.1) 230

6.3.6 Non-Housing expenses per month (end-users: G. 13; housing

ProfESSIONAIS: G. B) ..eviiiiiiiiiiiiiiiiiiii ittt 230
6.4 Comparison of Economic criteria of housing affordability .................... 232
6.4.1 Monthly rent (ECO-1) ........uuuuuumuiiiiiiiiiiiiiiiiiiiiiiiiiiiiii e 233
6.4.2 HOUSE PriCE (ECO-2) .. .uuuuuiiiiiiiiiiiiiiiiiiiiiiiiiiiii e 233
6.4.3 Travelling cost to workplace (EC0-3) ..........uuuuuuiimimiiiiiiiiiiiiiiiiiiiiiiiiiiiines 233
6.4.4 Cost of incremental expansion (ECO-5)............uuuuiiiiiiiiiiiiiiiiiiiiiiiiiiiiiies 234
6.4.5 Any other criteria MiSSed (ECO-6)............uuuuuuuimmiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiannes 235
6.5 Comparison of Social Criteria of Housing Affordability .........cccccceveeeen. 236

6.5.1 Location of a house in terms of accessibility to the local shops, education
centres, health facilities etC. (SOC-1)........uuuuiuiiiiiiiiiiiiiiiiiiiiiiiis 237

6.5.2 Comparison of accessibility to local transport for local and general

(o0 101 0101 G (S T0 Lo I 238
6.5.3 A place of prayer near the house (S0C-3) ........ooevvviiiiiiieiiiieecee e, 239
6.5.4 Internal Privacy (SOC-4).......uceiiiiieiiiiiiiie e e e 240

pg. X



6.5.5 EXternal privacy (SOC-5).......cciiiiiiiiiiiiiiiiiiie et 241

6.5.6 Any other social criteria (SOC-6)...........ueiiiiieiiiiiiiiiiiii e 241
6.6 Comparison of Environmental Criteria of Housing Affordability........... 241
6.6.1 Durable building design (ENV-1)............uuuuuiiimimmimiiiiiiiiiiiiiiiiiiiiiiiiiiieeene 242
6.6.2 Flexible internal layout and design (ENV-2) ..........cccccciiiiiiiiiiiiiiiiiiiiinns 243
6.6.3 Management and maintenance system (Env-3) ..........ccccccvvvviinninnnnnnnns 244
6.7 Statistical Tests to Analyse the Data ........ccccccevvvvvviviiiiiiiiiiiiiiiiiieeeeeeee 246
6.7.1 Reliability/internal CONSISTENCY ..........uuuuuiiiiiiiiiiiiiiiiiiiiieee 247
6.7.2 Tests to measure central teNdeNCY ..............uuveuiiiiiiiiiiiiiiiiiiiiiiiiiiiinens 248
6.7.3 Kolmogorov-SmirnoVv (K-S) teSt .............uuuiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiees 250
6.7.4 ManN-WhitNEY U LEST ........uuuuuiiiiiiiiiiiiiiiiiiiiiiiiiiiii e 253
6.7.5 FacCtor ANAIYSIS (FA) ...uuuiiiiiiiiiiiiiiiiiiiiiii e 263
6.8 Summary of the RESUILS ......ccovviiiiiiiiiiii 278

7 CHAPTER SEVEN: PROPOSED AFFORDABILE HOUSING FRAMEWORK

FOR LOW INCOME HOUSEHOLDS IN PAKISTAN ....ccovtiiiiiieeeeeeeeeiiin 280

% R 10} { o o [T £ 1] o VTR TR T TR 280

7.2 Application of the Proposed Affordable Housing Framework (AHF) .... 283

75 R Y/ Fo T [ Y2 283
7.2.2 SUDSHIULE ...ttt 285
T.2.3 AQAPL .. 290
7.2.4 COMDINE ..o 292

pg. Xi



.25 B MINAL .. e e 294

7.3 PUL L0 O N O USBS a.eeeieeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee 299
T4 BN O I CI AN O e e 300

7.5 Proposed housing unit for the low-income households in Pakistan .... 303

7.6 Chapter SUMMATY ......oooiiiiiiiiiiiiiiiiieeeeee ettt 305
8 CHAPTER EIGHT: CONCLUSIONS ......ocoiiiiiiiiiiiiiiieeee e 308
8.1 Objective 1, 2 & 3: Key Findings from Literature Review ..........cccccc...... 308
8.1.1 Research methodology ...............uuuuuriiiiiiiiiiiiiiiiiiiiees 309
8.1.2 Economic criteria of housing affordability..............ccccccoiiiiiiiiiiiiiiiiins 310
8.1.3 Social criteria of housing affordability...............cccccciviiiiiiiiiiiiiis 312
8.1.4 Affordable housing versus housing affordability...............cccccciiiiiininnnes 314
8.2 Objective 2: HousiNg in PakKiStan ..........ccccccvviiiiiiiiiiiiiiiiiiiiiiiieeeeeeeeeeeeeeee 315
8.2.1 Parameters of Housing Affordability................ccccuuemiiiiiiiiiiiiiiiiiiiiiiiiins 316
8.3 Objective 1: Verification and validation of developed HAAC................. 318
8.4 Statistical Tests to Analyse the Data ........cccccevvveviiiiiiiiiiiiiiiiiiiiiiiieeeeee 319
8.5 Objective: 5 Key Findings from Survey Analysis of Stakeholders........ 322
8.5.1 Economic criteria of housing affordability..............ccccccoiiiiiiiiiiiiiiiiiiinnns 322
8.5.2 Social criteria of housing affordability...............cccccuviiiiiiiiiiiiiiis 323
8.5.3 Environmental criteria of housing affordability ...............ccccccciiiiiinnnnnnns 325

8.6 Objective 4: Affordable Housing End-User’s Questionnaire Survey

Report 327

pg. xii



8.6.1 General criteria Of NOUSING .........uuuuuuiiiiiiiiiiiiiiiiiii s 328

8.6.2 Economic criteria of housing affordability...............cccccoiiiiiiiiiiiiiiiins 336
8.6.3 Social Criteria of Housing Affordability...............cccccoiiiiiiiiiiiiiiiiiiiiiiies 338
8.6.4 Environmental criteria of housing affordability ...............ccccccciiiiiiinnnnnns 339
8.7 Achieving the ODJECHIVES .....c.uueeiiieee e 342

8.8 Hierarchical List of Housing affordability assessment criteria as

Determined by the Housing Professionals and the End-users.................... 345
8.9 Research LimitatiONS ......ccoiiiiiiiiiiiiee e 346
8.10Recommendation for future research .........cccccovviiiiiiii 348
B.11FINAl REMAIKS ..ceeeiiiiiii ittt e e e e e e e e e e e 350
9 REFERENCES ...t e e e 352
10 APPENDICES. ... ..o oottt ettt e e e e e e e e e e e e e e e e enes 399
10.1Survey Population ... 399
10.2Target Group of the Survey/Panel Size .........cccccooiiiiie 408

1.1 Research Sounding at the University of Engineering and Technology,

Pakistan410

10.3Gate Keeper Information Sheet ... 411
10.4Gatekeeper CONSENt FOIM .....oooiiiiiiiiiiiiiieeeeeeee e 416
10.5Information Sheet and ConSeNnt FOIrM .......ccvvviiiiiiiiiiiiiieeeeeeee 418
10.6CONSENT FOIM ... e 421
10.7Participants’ Information Sheet...................oooiiiiiii e, 422
10.8Piloting QUESTIONNAITE......cceeieeeeeiecee e e e e 426

pg. Xiii



10.9Delphi First Round QUESTIONNAITE ........cceeiiiiiiiiiiiiiiiieee e 434

pg. xiv



List of Tables

Table 2.1: Affordable housing global best PractiCes..........covvvvveieieieeesesee et 64
Table 2.2: House price comparison of South Asian COUNLHES .........cccevvevvevieviieiieieieieese e 68
Table 2.3: Income tax regime for the Year 2014...........cooeeerineereeeeeseesee ettt 71
Table 2.4: The key housing statistics Of PakiStan ............coccevereerineirincreeeseeese e 77
Table 2.5: Chronology of Pakistani POPUIALION...............cccvevveieeieciieieeeeee et 84
Table 2.6: Population by the income in Pakistan in the year 2011..........ccccccevvevievvevveceeieeeeeeseenn 86
Table 2.7: The social, economic and environmental criteria of housing affordability........................... 95
Table 2.8: Housing and non-housing expenses with references..........ccocoevvvevecvecieseseseseeieeeens 105
Table 2.9: Income threshold for PaKiStan.............ccecverveirinieinicrieee e 108
Table 3.1: Guidance for selection of housing professionals for the Delphi surveys............cc............ 138
Table 4.1: Data result of Delhi Round-1 General Criteria. .........cccoeeervericenereineiineeireecseeeseeaes 155
Table 4.2: Data result of Delhi Round-1 @CONOMIC CHEEIIA. .......coveuervirreirireieineeeeeese e 156

Table 4.3: Data result of Delhi Round-1 social criteria. Total responses 96. (Source self-study)....157

Table 4.4: Delhi Round-1 environmental criteria. Total responses 96. ........ccccecvevvevevvrvvvevesvesiennens 158
Table 4.5: General criteria Of NOUSING .......c.ccieviiriiieeieieeesese sttt 169
Table 4.6: Rating scores provided by the housing professionals for the economic criteria.............. 171
Table 4.7: Rating scores provided by the housing professionals for the social criteria.................... 175
Table 4.8: Rating scores provided by the housing professionals for the environmental criteria......180
Table 4.9: Indication of Delphi surveys dropout rate for this research.............ccccevvevvvvvivvveincieiens 182
Table 4.10: References to indication of Delphi survey dropout rate.............occeceeeeeierienienesesceeeiens 182

Table 5.1: General criteria with mean scores, sum with highest response percentage based on end-

USEIS TESPONSES. ...ttt etesetst ettt sttt sttt s ettt sa et st s ettt r st n st st e st s nesesennetseneaenans 193
TabIle 5.2: FAMIIY SIZE. ..ooveeieeieeee ettt sttt ettt e e et et e e st e st et et esessaasasnsesaessnssensens 194
Table 5.3: Working family MemMBDErS. ...........oou it 195

pg. xv



Table 5.4:

Table 5.5:

Table 5.6:

Table 5.7:

Table 5.8:

Table 5.9:

Table 5.10

Table 5.11:

Table 5.12:

Table 5.13:

Table 5.14:

Table 5.15:

Table 5.16:

Table 5.17:

Table 5.18:

Table 5.19:

Table 5.20:

Table 5.21:

Table 5.22:

Table 5.23:

Table 5.24:

Table 5.25:

Table 5.26:

Table 6.1:

Table 6.2:

School going family MEeMDBEIS. .........ccvevveieeeeeeeeeee sttt 196
HOUSE SiZ€ - NO Of FOOMIS. ...ttt ettt eee e saens 197
ROOM SNAIING. ...ttt ettt sttt sttt sttt 198
Financial product used to buy or rent by the end-USEers. ..........cccccvevevevievecisiesieieieieins 202
Household income per MONEN. .........coovveieieeeceeeeee et 204
HoUSING €XPENSE PEF MONTN......c.oiiiiiiriieeeece ettt 205
T NON-NOUSING EXPENSES. ..ottt st 206

State's support towards hOUSING EXPENSES........ccvevverrierrieiieieeieseeseeseesieseesieeseesssensenns 207
Frequency analysis of economic criteria of housing affordability.............c..cccevvevveivnens 210
MONENIY FENT ..ottt sttt sttt 211
HOUSE PICE. .ttt sttt sttt sttt sttt sbe e aesteeeaens 212
Travelling COSt 10 WOIKPIACE. ......cc.eeeeeceeeeeeeee ettt 212
Cost of maintaining the NOUSE............cccvevveieieeeeeeeee e 213
Cost of incremental expansion of the hOUSE. .........ccoeveveieverieieeee e 214
(o Tor= Vo] o AU OSSOSO 216
Accessibility to local transport for general COmmULe..........ccceevveveevievieeeeceeeeeeeeee, 217
F o LTI 0 o1 -\ V7= SR 218
Ta 10T a1 o] 117 Vo3 Y AU 218
A= 1 0 F= L o €AV T YRR 219
Social criteria of housing affordability.............ccooiriiiinie 219
2101 o TaTe o 1= 1] T [ o A U 220
Flexible internal layout and deSIgN. ........coeeieiiiiierieeeee et 221
Housing management and maintenance SYSIeM. ......ccccooveeiererereeieeesie e 222

General criteria with mean, median mode scores etc., with the highest response

percentage based on the End-users and Housing Professionals responses ..........ccccccecvevevevvenennn. 231
Comparison Of @CONOMIC CHEEITAL ....coueeuieieieiesiese ettt 232
(O70] 10T o F= 1S ] o o)l =Xod o L SRR 234

Table 6.3:

pPg. xvi



Table 6.4: ComMPAriSON OF ECO-5......ccocveieeeieesecteeeeee ettt ettt et e e ta s e tseaesesens 235

Table 6.5: COMPAIISON OF SOC-L. .....coiiieiriiieieieereete ettt sttt 238
Table 6.6: COMPAIISON OF (SOC-2) ....c.cririeiriiieirieiesiee ettt sttt sttt 239
Table 6.7: COMPAriSON OF SOC-3......ccocveieeeiesicecie ettt et e s s e et et et et e sessestaessessesesensens 240
Table 6.8: COMPAriSON OF SOC-4.....cocveieieieeieectetteteese sttt et e e et e e ettt et et essessessaessessesssessens 240
Table 6.9: EXternal Privacy (SOC-5).......cccurireiriieirieieteie sttt ettt ettt 241
Table 6.10: COMPAriSON Of ENV=-L.....c.cccirieiriiieirieieirieiesiee sttt ettt sttt 243
Table 6.11: COMPAriSON Of ENV-2......c.oeeieeiecieeee ettt s et e e ettt e st e etaessenasanaes 244
Table 6.12: ComMPAriSON Of ENV-3........occeieieeee ettt sttt e et et este et e e sseeana e 245

Table 6.13: Results of Kolmogorov-Smirnov test showing null hypothesis between housing

professionals and ENd-USErs’ FESPONSES .......cc.ccvverieiririeieesieteesiee ettt sttt sttt 252
Table 6.14: Results of Mann-Whitney U test showing the statistically significant differences between
the levels of importance according to the housing professionals and end-users..........c.cccocvveveneee. 258
Table 6.15: Hierarchical liSt Of HAAC ...ttt 262
Table 6.16: Results of Mann-Whitney U test showing the descriptive levels according to the housing
010 (=TT 0] o F= 1L SRS 265

Table 6.17: Results of KMO & Bartlett’s test showing the statistically significant for factor analysis

[T SRR PPPPPP 266
Table 6.18: Level of agreement within each stakeholder group (Intra-Class Correlation)................ 269
Table 6.19: Total variance eXPlaiNed .............cooiiiieieieiee ettt sttt 271
Table 6.20: Communalities with extraction loadings based on the factor analysis............c.ccocceeene. 273
Table 6.21: Variance to show the percentage of new group of HAAC..........ccceeeeevevevvvvvveieieiens 275
Table 6.22: Component correlation matrix (Orthogonal relation between HAAC) .......ccovevvevevenes 276

Table 6.23: Structure matrix to show the obsolete and the new group of most critical housing

affordability assessment criteria based on Factor ANalySiS.........cccoeveerevenireeieeeeee e 277
Table 7.1: Beneficiaries of the reSEarCh ..o 302
Table 10.1: Targeted housing ProfeSSIONAIS.........cccveveievesicecieeeee ettt 408

pg. xvii



List of Figures

Figure 1.1:

Figure 2.1:

TRESIS SITUCTUI ...ttt ettt et s et s et s e te s st s e atssteseasesaeesanes 20

Info-graph of a WILT standard affordable house, suitable for low-income households in

[ 1] = L OSSR 24
Figure 2.2: Conventional and non-conventional ways to meet housing needs in developing
COUNIIES ...ttt ettt sttt sttt a ettt b et st be s seas 53
Figure 2.3: 100 years of continental population growth between 1950 and 2050............ccccceevveeveenee. 69
Figure 2.4: Home purchase eligibility criteria set by HBFC (2019)......ccccoeoeveirineirenieiecrieeeiesieeiens 92
Figure 3.1: RESEAICH ONION ....c.oveuiiiiieieieieesieee sttt sttt sttt sttt st 124
Figure 3.2: Research process floW CRart...........c.ooovveiieiececeeee et 128
Figure 3.3: The Delphi methods frameWOrK............coveiririeirinieeeeeeees et 131
Figure 3.4: Summary schematic of the process used to identify HAAC to develop a questionnaire
£(0 ]G LTRSS V7=V SRS 135
Figure 3.5: Summary of data analysis required for this research ...........ccccoevvevvevvevescn s, 149
Figure 4.1: The Delphi methods surveys population distribution. .............ccocoevvvvevevieverereeeeeee, 160
Figure 4.2: Income threshold to determine low-income households..........ccccceereverienecncncccnen 161
1o 0TI 0C M o To ¢ 1= o F= T T o TR Ut 162
Figure 4.4: Suitable future housing for low-income households. ..........c.ccceevevieceeceecesececeecre, 164
Figure 4.5: Responses on suitable financial product..............cccoeveveieieieseeiseeeee e 165
Figure 4.6: HOUuSE eXPENSE PEI MONN. c..ccuvevieieiiiieieeeeee sttt sttt te e ste e saseaeesensen 166
Figure 4.7: Non-housing expense per MONTN............ccocooiiiiiinieeeee e 167
Figure 4.8: State contribution towards household EXPENSES.........cccveveieiiirereeeeieeee et 168
Figure 5.1: Sample affordable housing location in Pakistan for the field survey..........cccooevvreneenen. 186
Figure 5.2: OWN OF rENE & NOUSE. .....ouiiiiiieiieee ettt sttt es 199
Figure 5.3: TYpe Of PrOPEItY IN USE. ..oueeieeieieeee ettt ettt ns 200
Figure 5.4: Recommended future affordable houSiNg. .........cccoeveveieieieieceee e 201

pPg. xviii



Figure 5.5: recommended financial ProdUCES...........ccceveieieviisiicicieieeee et 203

FIGUIE 5.6: SAVINGS. ...eeuieiirieieieeie ettt ettt sttt ettt ettt s te et te et ens 207
Figure 5.7: State's support as determined by the end-USErs...........cccoceveoerinieenencieniencreceeeee 208
Figure 5.8: Analysis of CONOMIC CHtENA MEANS..........cccveverieriieieeeietieieteee e eete ettt ere e eeeae s 209
Figure 5.9: Hierarchical list of the end-users’ survey results based on the means scores.............. 226
Figure 6.1: Comparisons Of ECONOMIC CrtEIA.......c.cotrerieirierieirienieesiesiet sttt 236
Figure 6.2: Social Criteria COMPAIISON......c..ccviirieirierietrieriet ettt sttt st 237
Figure 6.3: Comparison of environmental Criteria ..........cccceveevrevieciieiieieees et 242
Figure 6.4: Cronbach’s alpha (a) values for the importance SCale ..............ccceoveeeveveseieseseesenienns 248

Figure 6.5: Schematic comparison the difference of opinions between housing professionals and
end-users based on Mann WhHitnN@Y U TEST........cooeieiiiieirieerieeeseeree ettt 261
Figure 6.6: Scree plot to show the most critical housing affordability assessment criteria to retain
L2 (A = e (o = F= )2 S 274

Figure 7.1: Proposed affordable housing framework for the low-income households in Pakistan ..282

Figure 7.2: Application of Affordable Housing Assessment Criteria........cccveerereverieneereneerierenenns 284
Figure 7.3: HBFC 10@N CAICUIALON.........c.ocvieeieeeeeeeeeee ettt ettt ta s e s aaaeraesreeneens 297
Figure 7.4: Proposed affordable houSINg UNit.............cocvviieiiecieciereeeeeeeeee e 304
Figure 10.1: Mr. Tasneem A Siddiqui founder of affordable housing in Pakistan ..........c.c.cccoceu...... 400
Figure 10.2: SANIF ASSOCIALES ....c.cccvvvviieierieeieieesestes ettt es e s te s e st et e te e testeate s st essessesessesssssesssessesensen 401
Figure 10.3: Institute of Planners of PakiStan ............ccceoveiiiiineieeieeee e 402
Figure 10.4: Directorate General of KatChi ADAAIS .........cccvvvvvirireieieieees et 402
Figure 10.5: Figure 10.6: Lahore Development AUthOIItY ..........ccveveieievericieieeeee e 403
Figure 10.7: Office of the Lahore Development Authority, Lahore Pakistan..............ccccocevveveeeenennne. 404
Figure 10.8: Karachi Metropolitan City (Karachi Development Authority) web page.........ccccecc....... 404
Figure 10.9: Capital Development Authority WED Page......cccocvvevvvevevieieieeseeeeeeee e 405
Figure 10.10: Elan Partners (Pvt.) Ltd. WED PAGE ........c.cvveeveeeieeeceeeeeeeeeeeesieeeesee s ersiseenaninens 406
Figure 10.11: Ansar Management COMPANY ........cccceeeeieierierieseeeeeeeieiesiesieste et eateseessestessestesaeeseeeennes 407



Figure 10.12: Research sounding lecture at the University of Engineering and Technology, Pakistan

Pg. XX



List of Acronyms and Abbreviations

1 |AH Affordable housing

2 | AHF Affordable housing framework

3 | BSHF British Social Housing Federation

4 | CDA Capital development Authority

CLTs Community Land Trusts

5 | DHA Defence housing authority

6 |Eco.1 Monthly rent in relation to household income

7 | Eco.2 House price to buy in relation to household income

8 |Eco.3 Travelling cost to workplace from your home

9 |Eco.4 Cost of maintenance

10 | Eco.5 Cost of incremental expansion of the house

11 | Eco.6 Other Eco-Criteria

12 | Env. 1 Durable building design (suitability to cope with the
weather changes)

13 | Env. 2 Flexible internal layout and design

14 | Env. 3 Management and maintenance system for the housing
building (to resolve the issues related to energy, services,
cleaning, security, etc.)

15 | Env. 4 Other Environmental Criteria

FA Factor analysis

17 | G. 1 Low income range

18 | G.10 Participant’s Low-income range

19 |G.2 Room occupation per person

20 | G.3 Suitable affordable housing

21 | G.4 Suitable financial product

16 |G.5 Housing expense per month

22 |G.5 Housing expense per month

23 | G.6 Non housing expense per month

24 |1 G.7 Govt. Contribution to low-income household

25 | G.8 Current job

26 (G.9 Participant's contact details

27 | Ho Null hypothesis

pPg. xxi



28 | HA Housing affordability

29 | HAAC Housing affordability assessment criteria

30 | HBFC House Building Finance Company of Pakistan

31 |IER Income to expense ratio

32 | Katcha A house built with mud and bricks

makan

33 | Katchi Abadis | Squatter-settlements or slums

34 | K-S test Kolmogorov-Smirnov test

35 | MPA the Member of the Provincial Assembly

36 | NHP (2001) National Housing Policy (2001) of Pakistan

37 | OECD Organisation for Economic Corporation and Development

38 | PKR Pakistani rupees

39 | PPP Public-Private Partnership

40 | PR1IMA My first home scheme (Malaysia)

41 |R&D Research and development

42 | SB or SBP State Bank of Pakistan

43 | Soc.1 Location in terms of accessibility to the local shops,
education centres and health facilities

44 | Soc. 2 Accessibility to local transport for local and general
commute

45 | Soc. 3 A place of prayer close to your home

46 | Soc. 4 Internal privacy separate sitting place for male and female
guests

47 | Soc. 5 External privacy (no internal view of the house from outside
and from the neighbouring houses due to cultural reasons)

48 | Soc. 6 Other Social Criteria

49 | Utest Mann-Whitney U test

50 | UK United Kingdom

51 | UNH United Nation Habitat

52 | USD American dollars

53 | USNHA 1937 | The United States National Housing Act 1937

54 | WILT Will I Live There

pg. xxii



ACKNOWLEDGEMENTS

After God Almighty, | would like to thank Dr Vida Maliene, my Director of Studies,
for her patience and steadfast support through the process of my PhD. A very
heartfelt ‘thank you’ goes to my second supervisor, Dr. Amr Sourani for his time,
invaluable guidance and words of support that gave me confidence to carry out
Delphi Techniques. In addition, | cannot thank enough my third supervisor, Mr. Steve
Fowles for his professional support to get me through MPhil to PhD and for his
continual feedback and comments during the thesis writing-up process.

| would like express my heartfelt gratitude to my Dad Mr. Jalal ud-Din, my mother
Mrs. Fauzia Hafeez Ullah, for their continual blessings and prayers; my loving wife
Shahida my son Kannan and Shahmir for not only for their incredible patience with
my PhD anxieties, but also for their unwavering moral support and encouragement
over the years.

Last, but by no means least, | would also like to acknowledge all the support provided
by the Liverpool John Moores University to carry out this research, and to say thank
you to all the staff and friends there who assisted me in one way or another. | am
also very grateful to all the housing professionals and end users who took the time

out of their busy schedules to complete my questionnaire.

pPg. xxiii



1 CHAPTER ONE: INTRODUCTION

1.1 Introduction

The provision of affordable housing is one of the major issues around the globe
especially in developing countries. The United Nations Organisation’s (UNO)
directives on housing states that ‘human beings need a continual supply of adequate
housing and associated facilities along with food and clothing’(UN-Habitat, 2008).
State is responsible to improve wellbeing by providing an appropriate housing for
less fortunate members of their society (Gopalan and Venkataraman, 2015; Hjort
and Widen, 2015; Javaid, 2016; Shaikh, 2016). Yet, most countries struggle to tackle
this global issue (Anacker, 2019) and use various strategies, approaches and
initiatives to manage their housing needs. Particularly, developing countries struggle
more to provide affordable housing due to lack of housing planning and interest in
the sector (Awuah and Lamond, 2015; Ghar47, 2015; Gopalan and Venkataraman,
2015; Hjort and Widen, 2015; Rizvi, 2015). Certainly, it is hard to create adequate
shelter with an affordable price and sustaining standard quality and features in terms
of liveable space for humans. Households living in less than the predefined housing
attributes should be considered living in an inappropriate condition and hence would
need either improvement to their present shelter or need a new one (Rojas and
Medellin, 2011). A workable housing policy and strategy to provide affordable
housing to a country’s less privileged population improves their welfare and

wellbeing.
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A rigorous literature review regarding affordable housing research revealed that,
there is no standard criteria to assess the housing affordability and believed to be
one of the issues in the provision of affordable housing; mostly housing affordability
is assessed and defined by the economic viability (Fisher, Pollakowski and Zabel,
2009; Dulgeroglu-Yuksel, 2010; Waseem et al., 2011; Amjad and Idara-e-Taleem-
0-Agahi, 2012; Amjad and MacLeod, 2014; Isalou, Litman and Shahmoradi, 2014,
Kakakhel, 2014; Elkins, 2018; Meen, 2018; Schwartz and Wilson, 2018). Housing
affordability is mostly assessed based on the income to expense (IER). However,
researchers (Anacker, 2019; Affordable Housing Commission, 2019; Matt and
Marshall, 2019) are agreed that housing affordability is more than housing (rent,
mortgage and utility bills) and non-housing expenses (commuting, health and
education expenses, etc.). A household should not spend more than 30%? (Section
2.4.1.5) of their household income on housing costs; and social and environmental
criteria should be also be considered to assess the housing affordability (Mulliner,
Malys and Maliene, 2016; Napoli, Trovato and Giuffrida, 2016; Meen, 2018;
Anacker, 2019; Commission, 2019; Matt and Marshall, 2019).

Previous studies (Fisher, Pollakowski and Zabel, 2009; Dulgeroglu-Yuksel, 2010;

Waseem et al.,, 2011; Amjad and ldara-e-Taleem-o0-Agahi, 2012; Amjad and

1 The 30 percent of household income have evolved from the United States National Housing Act of
1937. The National Housing Act of 1937 limits the maximum rents for family eligibility to live in public
housing; that is, a tenant’s income could not exceed five to six times the rent. By 1940, income limits
gave way to the maximum rent standard in which rent could not exceed 20 percent of income. The
Housing Act of 1959 maintained maximum rents. The Brooke Amendment (1969) to the 1968
Housing and Urban Development Act established the rent threshold of 25 percent of family income
(Anacker, 2019). By 1981, this threshold had been raised to 30 percent, which today remains the rent
standard for most rental housing programs (Herbert, C., Hermann, A. and McCue, D. 2018; Meen,
2018; Nikodem, 2018; Anacker, 2019; Commission, 2019)
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MacLeod, 2014; Isalou, Litman and Shahmoradi, 2014; Kakakhel, 2014; Elkins,
2018; Meen, 2018; Schwartz and Wilson, 2018) have quoted 30% IER criteria as
standard and have not found it to be invalid. Housing affordability of low-income
households gets effected by the non-housing issues such as housing design,
features, structure, quality and location, end-users’ geopolitical and socio-economic
situations, demands/needs and some other criteria as well (Anacker, 2019;
Commission, 2019). Therefore, IER cannot be generalized, as it does not
incorporate social, cultural, geographic, spatial and environmental implications of
affordable housing.

Available literature on housing situation, affordable housing developments and the
National Housing Policy Pakistan (NHP 2001) were explored. Literature review
revealed that majority of the Pakistani population lives under the poverty line
(Kakakhel, 2014). A lay worker on average (general labourer or labourer working on
a construction site) earns between $50 to $100 a month and cannot afford to buy or
rent a decent house near the city centre (Aslam, 2014; Malik and Sajjad, 2014,
Ghar4d7, 2015; Rizvi, 2015; Javaid, 2016; Shaikh, 2016). The House Building
Finance Company Pakistan (HBFC), banks and other lenders only use the ‘income
to expense ratio’ (IER) criterion to assess the housing affordability. There is no any
other framework or criteria to assess their affordability or to support low-income
household to buy or rent a house. The National Housing Policy of Pakistan (NHP
2001) is almost 18 years old and has neither been implemented nor amended since

its launch (Mouzughi, Bryde and Al-Shaer, 2014; Rizvi, 2015; Javaid, 2016).
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This research endeavoured to explore the housing situation and affordable housing
developments in Pakistan and to develop the framework of affordable housing which
could be used to assess the housing affordability of low-income households in

Pakistan.
1.2 Research Problem

An affordable house is more than financial costs involved and should satisfy the
larger issues of social wellbeing and sustainability for end-users and broadly for the
community. A house is classed unaffordable if the cost of monthly rent is more than
30 per cent of gross household income (Hulchanski, 1995; Statistics, 2005-6; Fisher,
Pollakowski and Zabel, 2009; Tang, 2009; Calnan, 2015; Javaid, 2016; EIlkins,
2018). Itis important to determine to whom affordable housing is required for (Alberts
and Christopher, 2014). ‘Affordable housing’ as a term supports low-income
households for an appropriate shelter without facing undue financial adversity
(Milligan et al. 2004 quoted by Labin et al. 2014; Meen, 2019). The affordable
housing developments should have employment opportunities for the community
and the price should not be more unaffordable for low-income households (Fisher,

Pollakowski and Zabel, 2009; Boulkedid et al., 2011; Baranoff, 2016).

Most of housing affordability definitions are unclear with inherited ambiguities and
discrepancies (Stone, 2006); there is a need to clarify the term of housing
affordability (Hulchanski, 1995). The term ‘housing affordability’ is used, often
without paying much attention to its implications. Affordability or housing affordability

varies case-to-case basis and needs clear definition (Alberts and Christopher,
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2014). Housing affordability is a link between housing expenses such as, monthly
household income on monthly rent, water, gas and electricity bills, (Meen, 2018;
Schwartz and Wilson, 2018) and non-housing expenses such as food, health care,
academic cost, etc., (Meen, 2018; Schwartz and Wilson, 2018) (non-housing
expenses have been explained in Section 2.4.1.3). Housing affordability is also an
ability of a household to pay rent or monthly mortgage for their house without falling
into debt. It is dependent on social and environmental criteria such as geographic
location, social pressures, neighbourhood and environmental issues (Shuid, 2016;

Meen, 2018; Schwartz and Wilson, 2018; Anacker, 2019).

It is quite subjective to set a standard or criterion to determine earnings cut-off value
or income threshold. In a household, its size and composition are important housing
criteria. Income threshold or the cut-off earning amount is far from arbitrary as it is a
pinnacle point to determine the division between households in unaffordable and
affordable housing (Nepal, Tanton and Harding, 2010). Globally, lack of consensus
has been found amongst the researchers (Robinson, Scobie and Hallinan, 2006b;
Fisher, Pollakowski and Zabel, 2009; Calnan, 2015; Hertz, 2015; Meen, 2018) to
define and measure housing affordability. Nevertheless, the term ‘housing
affordability’ is still in use, often without paying much attention to its implications.
Affordability or housing affordability, however, varies case-to-case basis and it is
important to determine to whom affordable housing is required for (Alberts and
Christopher, 2014). Literature regarding housing affordability (Hulchanski, 1995;

Schwartz and Wilson, 2018; (Robinson, Scobie and Hallinan, 2006b; Stone, 2006;
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Fisher, Pollakowski and Zabel, 2009; Calnan, 2015; Hertz, 2015; Meen, 2018)
reveals that most of housing affordability definitions are unclear with inherited
ambiguities and discrepancies. Therefore, there is a need to clarify the term ‘housing
affordability’, especially for the region of Pakistan as the low-income households.
Income to expense ratio (IER) has some limits, Baker, Mason and Bentley (2015)
described the most important ones, for example, it does not reflect change over time;
unpredictable income cut-off point and does not recognise the composition and or
the size of the different households. Some small changes in household income may
bring many changes to the household: for example, a temporary bonus, extra money
etc. In Pakistan, IER is the only measurement to assess the housing affordability
[(House Building Finance Company (HBFC), 2019)], which measures point in time
affordability (Wilson and Barton, 2019).

Households with low-income ($2 a day) face non-housing expenses (especially
traveling cost and time) due to lack of employment opportunities near these
affordable housing developments (Kakakhel, 2014; Gerrity, 2016; Shaikh, 2017;
Hasan and Arif, 2018; Islamabad, 2018; Zameen.com, 2019). Consequently, a
substantial proportion of population lives in sub-standard and low-quality houses or
slums near the town centres of major cities or go homeless. All the housing finance
organizations including House Building Finance Company Limited (HBFC: a public
body) use IER to assess the housing affordability; and they do not consider any
social and environmental criteria. The government of Pakistan is unable to meet

housing requirements due to rapid urbanization and uncontrolled population growth
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in the country. Available affordable housing developments either are too expensive

for low-income households or are built in the periphery of the major cities.

Mostly, affordable housing is built for low-income (poorer) households. The private
sector has taken over public housing stocks and have added commercial values to
affordable housings developments. It is becoming difficult to identify responsible
authorities to administer affordable housing policy (Anderson and Turner, 2014). It
is becoming difficult to identify responsible authorities to administer affordable
housing policy (Anderson and Turner, 2014). Pakistan is a developing country and
going through some major political and financial crises. It is struggling to cope with
housing deficit due to a growing population and rapid urbanization. Mostly, people
live below the poverty line whereas the housing market only caters for high-end
homebuyers. Rural areas lack in basic facilities such as health, education facilities
and job opportunities (Gerrity, 2016; Javaid, 2016; Shaikh, 2016; Sharafat and
Sharafat, 2016; Shaikh, 2017) which contributes to rapid urbanization. It has added
to the demand for affordable housing. It has been recognised that the National
Housing Policy of Pakistan (NHP) (2001) is almost 18 years old and does not offer

any definitive strategy to develop affordable housing for low-income households.

Hence, there is a need to establish an affordable housing framework, which could

help the housing stakeholders to make a right decision to support housing

developments for low-income households.
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1.3 Research Questions

It has been established that in Pakistan average wage of a lay worker (working on
a daily wage basis with no fixed income) is less than $50 (50 US dollar or less than
Rs. 5000 Pakistani rupees) a month (Kakakhel, 2014; Siddiqui, 2014; Islamabad,
2018). Like other developing countries, in Pakistan ‘income to expense ratio’ (IER)
IS used as a tool to assess housing affordability (House Building Finance Company,
2019). International IER threshold is 30 percent or one week’s pay for one month’s
income (Elkins, 2018; Elmabruk, 2018; Herbert, Hermann and McCue, 2018;
Islamabad, 2018; Kasim, Alexander and Hudson, 2018; Meen, 2018; Melnikovas,
2018; Mitchell, 2018; Nikodem, 2018; Schwartz and Wilson, 2018; Anacker, 2019).
IER is simple and easy housing affordability measurement to apply, but is not perfect
(Herbert, Hermann and McCue, 2018). Based on the apparent research problem

following research question was proposed:

e How the housing stakeholders including end-users in Pakistan perceive

affordable housing?

Affordable housing concepts, strategies to provide affordable housing have been
explored to answer this question. Global affordable housing best practices (Section:
2.6) were also investigated. In addition, by answering this question a comprehensive
definition of affordable housing and housing affordability has been developed.

This research by answering the research question also determine whether IER can
be used in Pakistan, and an income threshold has been developed (Section 2.13.4).

Moreover, by answering this question this study brings in a new paradigm of thinking
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by developing a framework for affordable housing for the low-income household in
Pakistan. Most of the affordable housing developments in Pakistan lack in health &
safety and basic facilities and are located at remote locations with higher crime rates,
fewer schools and health facilities. This framework will bridge the gap between
income, housing delivery process, the product (housing), and the socio-cultural
aspects of the affordable housing in Pakistan. This framework can be used to review
the National Housing Policy of Pakistan (2001) to bring in some financial reforms to
provide better affordable housing developments for low-income households in
Pakistan. This framework is sustainable and flexible and all the interested parties
such as developers, housing finance organisations, bankers, and the government
authorities can use this framework to assess the housing affordability of the low-
income households.

Because of answering the research question, the developed concept and framework

of affordable housing for the low-income households is the first one in Pakistan.
1.4 Research Aim and Objectives

The aim of this research is ‘to develop an affordable housing framework for low-

income households in Pakistan’.

In order to achieve the research aim following objectives have been identified:

Objective 1: To analyse the affordable housing concept and definition
perceived by the housing stakeholders in Pakistan

Objective 2: To assess the prevailing strategies and policies regarding the
affordable housing in Pakistan

Objective 3: To analyse any available mechanisms and frameworks, which
could support an affordable housing development in Pakistan
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Objective 4: To assess available affordable housing developments (low-
income projects) in Pakistan

Objective 5: To assess the needs and interests of stakeholders including
end-users for affordable housing development

Objective 6: To develop an affordable housing framework to assess and

influence the future low-cost housing developments for low-
income households in Pakistan

This research is first of its kind to develop HAAC for the low-income households and
to investigate the affordable housing situation in Pakistan. The proposed framework
is a unique concept for the region and an original contribution to the knowledge
within the context of Pakistan. Usually housing affordability is related to income to
expense ratio (IER) but often ignores associated non-housing and social (related to
facilities provided, schools, commuting, hospital etc.), environmental (such as
durable design, sustainable and healthy environment, and green areas) criteria. This
research considered that IER is not an appropriate housing affordability measure for
the low-income households (earning $2-$5 a day) in Pakistan. Therefore, the aim of
this research is to propose an affordable housing framework (AHF) for the low-
income households in Pakistan. This framework has integrated theoretical concept
of economic, social and environmental criteria to the data findings to offer a guide
for future affordable housing developments in Pakistan.

This is an assessment framework, which will allow housing stakeholder to make
better-informed decisions including usage of a new measure of ‘area affordability’ to
assess the distribution and housing situation across different metropolitan

jurisdictions of Pakistan. It is anticipated that the proposed framework can help the
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stakeholders and the housing authorities to analyse the different dimensions to

make affordable housing possible for households belonging to lower working class.
1.5 Rationale

Housing affordability is a relationship between housing and non-housing criteria, and
IER is not an appropriate housing affordability measure for the low-income
households in Pakistan. Mostly, selection of housing (to buy or rent a house)
depends on household’s income and housing expenses; mostly non—housing
expenses are overlooked at assessment. Later, this may cause problem for the
households. Some researchers (Stone, 2006; Tang, 2009; Hertz, 2015, Mulliner and
Maliene, 2015; Prochorskaite et al., 2016) stress to select a house and to measure
the housing affordability of a household, non-housing (Section 2.3.1) and residual
income (leftover funds after dividing the housing expenses from the income: Section
2.3.2 sub-section Residual measures) should also be considered as part of the
housing package. Harvard University’s Joint Centre for Housing Studies reports that
low-income households, who succeed to achieve 30% threshold of their housing
expenses, in reality end up paying more on travelling and getting around (Sohail,
Maunder and Cavill, 2006; Isalou, Litman and Shahmoradi, 2014; Hertz, 2015;
Newman, 2015; Newman, Kosonen and Kenworthy, 2016). Transportation cost, for
example, by far is the most important of any other housing costs. Housing near city
centre is normally more expensive because of the available amenities and less
travelling/driving time and cost. This research assumes that IER threshold (30%) do
not articulate the quality of the housing and so-called low-cost (affordable) housing

lack in basic and contemporary facilities, even without sanitation and heating
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system; most of the affordable housing projects in Pakistan have the same issue.
Affordable housing developments are in remote locations with higher crime rates,
fewer schools, less options for household groceries and other quality of life
problems. Generally, it is challenging for housing planners and policy makers to both
define and measure affordability for different types of households. It is clear from the
previous research (Mulliner and Maliene, 2012; Mulliner, Smallbone and Maliene,
2013; Mulliner, Malys and Maliene, 2016) that there are some circumstances where
end users’ choice of housing (location-wise) is more important than the financial cost
of the house. End-users must pay a premium price for better environment and better
neighbouring surroundings. The price of land, value of location and quality of
neighbourhood, all impact on housing affordability of a low-income household. Old
paradigms of IER criteria fail to consider all of the above, therefore, the Organisation
for Economic Cooperation and Development (OECD) nations are progressively
recognising the necessity for a wider and more incorporating understanding of
housing affordability (Fisher et al, 2009; Gabriel et al, 2005, Mulliner, et al, 2016;
Meen, 2018).

The IER method alone cannot investigate into different methods that influence users’
choice of housing and social issues of wellbeing and community sustainability. IER
cannot measure residual income (Stone, 2006; Hertz, 2015) therefore; it was
needed to establish the housing affordability concept that can be accepted by all
housing stakeholders in Pakistan.

In Pakistan, not very many attempts have been made to reduce affordable housing

price for low-income households. There is a growing need for accessible (help to
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buy) financial products for low-income households in Pakistan (Tariq, 2011; Tariq,
2012). It is understood that the provision of financial products cannot only be
provided by the government efforts alone. Worldwide, several financial products
have been introduced to facilitate the low-income household, this research have
reviewed some of them and asked housing professionals to approve the best match
for Pakistan.

Housing is a global issue, different approaches to fill the housing deficit gap have
been tried and tested, some of them are likely to be provocative and involve more
scrutiny than other state funded programmes. In a study to examine the housing
policies of 17 developing countries, Hardy and Satterthwaite (1989) concluded that
only two out of seventeen countries had a national housing policy for low-income
households. In Pakistan, the National Housing Policy was announced in the year
2001, which has never been completely implemented due to political influences and
bureaucratic red tapes.

Therefore, there was a need to find the answer for the research questions (Section
1.3), and by doing so this research managed to develop a framework, which can
make decision making more informative for the housing stakeholders including the
Government of Pakistan. This research may not be able to become a definitive guide
due to the time, funding, limitation and scope; yet it anticipates being able to provide
references to auxiliary and comprehensive reading and future research for the

research community.
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1.6 Original Contribution to Knowledge

This research regarding the affordable housing and housing affordability is the first
of his kind in Pakistan. This the concept and framework of affordable housing for the
low-income households in Pakistan was not developed until now. This research

adds to knowledge by:

e Developed concept of housing affordability for the region of Pakistan

This research goes beyond the typical notion of housing affordability to show
some evidence of originality; usually housing affordability is defined and
assessed in economic terms in Pakistan. The research developed housing
affordability notion to reflect socio-economic well-being of the end-users
including environmental attributes, this research makes a significant and original
contribution to knowledge by using non-housing, social and environmental
criteria to be used in defining the housing affordability concept for low-income
households in Pakistan. Normally, non-housing, social and environmental
concepts are disregarded to assess housing affordability for the low-income
households in Pakistan. This thesis interprets and ascertain underlying theory
and information leading to the diverse opinion regarding the concept of affordable
housing prevailed in Pakistan. A comprehensive definition of housing
affordability and a conclusive description of affordable housing has been
developed. As part of the process, a set of housing affordability assessment
criteria. (HAAC) has been developed to inform the housing stakeholders

regarding the assorted and consistent feature of the subject.
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e Developed Income threshold for low-income households (LIH) in Pakistan
It is quite subjective to set a standard or criterion to determine earnings cut-off
value or income threshold due to size and composition of a household. Income
threshold divides between unaffordable and affordable housing. Currently, in
Pakistan, there is no standard income to expense ratio criteria to determine the
housing affordability of a low-income household. This research developed an
income to expense ratio criteria (Section 2.3.1, Table 2.1) and consider that a
household spending more than 30% percent of their household income on
housing should be considered in housing stress. Housing stakeholders in
Pakistan can use this sustainable income to expense ratio to determine the
housing affordability of a low-income household and for future affordable housing
developments.

e Developed a housing affordability framework for low-income households
in Pakistan, which contains established set of criteria for housing

affordability assessment to support stakeholders’ decisions making

Most of the affordable housing developments are either are too expensive or are
located at the periphery of the major cities and lack in basic amenities and
facilities with higher crime rates in the area. This framework contains
comprehensive HAAC to provide scrutiny and understanding that is more
intricate of the broad range of criteria such as economic, social and
environmental.

This framework is sustainable and flexible; all the interested parties such as

developers, housing finance organisations, bankers, and the government
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authorities can use this framework to assess the housing affordability of the low-
income households. Government of Pakistan can use this framework to review
the National Housing Policy of Pakistan (2001) and to bring in some financial
reforms to provide better affordable housing developments for low-income

households in Pakistan.

The government of Pakistan needs attention, interventions and assistance from
both housing stakeholders and the research community in order to improve
housing deficit and encourage future affordable housing developments in
Pakistan. This research study can be used a preliminary guide about affordable

housing situation and housing affordability issues in Pakistan.
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1.7 Overview of chapters

The structure of the thesis (Figure 1.1) has been explained in the following lines:

Chapter 1:

Chapters 2:

Chapter 3:

serves as an introduction and an overview of the research topic. It
introduces the research problem, research questions, the aim and
objectives of this research and concludes with an original contribution
to knowledge.

contains background knowledge of the subject area including a
literature review of the previous research on the topic. Initially, the
concept of housing and housing affordability has been discussed
broadly, and later in the context of Pakistan. Housing affordability
assessment criteria has been developed and scrutinised. Traditional
and modern housing affordability approaches have been reviewed,
highlighting their weaknesses and strengths. A brief introduction of the
sample locations (in Pakistan) has been presented, highlighting the
challenges and housing situation of the country. Scrutiny of affordable
housing best practices can help to find an appropriate approach to
develop more affordable housing developments in Pakistan that are
better aligned with low-income ($2-5 a day) households, considering
social, environmental and economic criteria.

contains the details of the key research methodology and tools used
during this empirical research. Both quantitative and qualitative

research methods have been used sequentially, by adopting the mixed
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Chapter 4:

Chapter 5:

Chapter 6:

methods approach. At the outset, it discusses the research paradigms,
design and approaches. In the next section, survey developments
have been explained, introducing the research tools such as Delphi
Techniques. Delphi Rounds fall into the qualitative methodology due
to their hybrid nature. Then end users’ questionnaire survey as the
quantitative methodology are explained. Finally, it clarifies the details
of the data collection and the analysis process using several analytical
methods.

this chapter presents the data results of the Delphi techniques with
housing professionals in Pakistan. The Delphi techniques were
conducted to validate the housing affordability assessment criteria
identified. The data results are analysed using the ‘Statistical Package
for the Social Sciences’ (SPSS) and Excel computer programmes. The
data results have been presented in this chapter using mathematical
tables and figures along with their illustration.

housing affordability assessment criteria was validated by the end-
users of affordable housing in Pakistan. In this chapter, data results
have been presented with analytical figures and tables.

in order to find the differences of opinions between housing
professionals and end user’s surveys responses, a comparison of
results have been presented in this chapter. Figures and tables have
been shown to highlight the differences of opinion between two

groups.
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Chapter 7:

Chapter 8:

this research aimed to develop an affordable housing framework for
the low-income households. In this chapter, a framework has been
offered to the housing stakeholders of Pakistan.

this chapter concludes the thesis with research findings and
conclusions. Later it expresses research limitations, highlighting the

major contribution to knowledge and research beneficiaries.
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2 CHAPTER TWO: AFFORDABLE HOUSING AND HOUSING
AFFORDABILITY THEORIES, CONCEPTS AND GLOBAL BEST
PRACTICES

2.1 Introduction

This chapter primarily discusses the contested nature of the theories and the
concepts of affordable housing and its housing affordability assessment criteria. The
principal aim of this chapter is to review available literature regarding affordable
housing, exploring existing theories used by both housing professionals and
academics. Subsequently, the aim shifts to analyse the key techniques and criteria
used to assess housing affordability. Later it discusses and examines the
conventional and alternative techniques of measuring housing affordability, defining
the weaknesses and strengths of the methods and detecting gaps within the

literature.
2.2 Housing (a basic need approach)

In the year 1976 the International Labour Organisation (ILO) introduced the ‘basic
needs’ approach, this initiative included shelter along with clothing and food as a
basic need. However, it is not just a basic human need, but also indicates the living
standard of its end-users (Henilane, 2016) ‘Housing is a major place-based
infrastructure and an essential part of the community fabric’ (Tariq, 2014). Globally,
the affordable housing issue is taking the centre stage, housing being recognized as
a basic need; government departments in both developing and developed countries
are working to solve this problem. Economic success and national competitiveness

are dependent on the relative competence of cities. The most useful and successful
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housing developments are near the city centres where end-users can easily
commute to work. During the fieldwork survey, it was observed that end-users in
Pakistan spend more money on their commuting costs than their housing expenses.
Some people preferred to pay premier prices to buy or rent closer to their workplace.
It is an important place for people to perform their daily life activities, and is an
important unit of the environment, which has an extreme and profound impact on
the socio-economic fabric of the society. It profoundly influences the well-being,
welfare, efficiency, satisfaction and social-behaviour of the community [(Onibokun,
1998 quoted by Adegbehingbe, 2011); (Kwofie, Adinyira and Botchway, 2011; Labin,
Che-Ani and Kamaruzzaman, 2014)]. The function and role of housing is a complex
phenomenon, according to Gopalan and Venkataraman (2015), end users’ housing
choices influence their access to employment, household income, infrastructure,
and education. Housing choice also, overwhelmingly influence women'’s contribution
to the labour force, health including maternal and child mortality, and many other
environmental and wellbeing criteria.

Easily available low-cost housing (affordable housing as known in Pakistan) quality
and quantity plays a vital role in national fiscal effectiveness. Krieger and Higgins
(2002) argue that it is difficult to find economical and properly effective incentives
that can lead towards the next phase of development and to improve quality of
housing and its affordability. Nevertheless, policy makers are inclined towards
finding ways through which housing can be made more effective and end users can

be provided with low cost housing.
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2.3 Affordable Housing

The housing costs can lead to arrears, debts, financial difficulties and consequent
personal problems when purchase or rents costs go above a third of a household
income, for those in work, and this situation gets worse if that percentage of income
is higher than 30% of income, this value signals a very serious affordability issue
(Affordable Housing Commission UK, 2019). Housing professionals use this term to
refer to a variety of housing contracts provided to middle or low-income households
at a lower market price or rent. The term ‘affordable’ can be defined, as one being
able to pay without facing financial difficulty; ‘But how does one decide exactly when
they are in financial difficulty’ (Robinson et al, 2006). Affordable housing in old
paradigms is a value of housing related to its attributed costs (Dulgeroglu-Yuksel,
2010), in simplest terms this equation (Mumtaz, 1995) can be expressed as follows:
Available funds = price of housing

Explanation: available funds are equal to price of housing.

An affordable house is more than financial costs involved and should cater for larger
issues of social wellbeing and sustainability for the community and the end-users.
Figure 2.1 has been derived from the literature to shows an ideal affordable house
for the low-income households in Pakistan. Figure 2.1 gives a visual info of WILT
standard affordable house, which is suitable for low-income households in Pakistan.
This house meets ‘Will | Live There’ (WILT) standard (Mayday 2016), which means
all properties must meet health & safety and fitness standard and has adequate
conditions for humans to live in (Ni Direct, 2019). Figure 2.1 house is decent in

quality within a sustainable community, has an accessible and more affordable
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ownership. Housing affordability threshold is 30% of monthly household income
where a household is left with 70% of residual income to meet non-housing expense.
This idealistic WILT standard house has a enough floor space to facilitate an
average size family, is equipped with basic needs, has nearby local amenities, and

cleaner neighbourhood.

An ideal WILT standard affordable derived from the literature for the low-income

household in Pakistan

Affordability threshold

0 Health & safety
Affordablity threshold 30% Neighbourhood,
of monthly household local amenities and
income .
Floor space basic needs
Tt A=W

30%

0%

> Commute time < 1

Housing Expense @ Non-housing expense

Figure 2.1: Info-graph of a WILT? standard affordable house, suitable for low-income
households in Pakistan

‘Affordable housing’ as a term indicates the housing that supports lower earning
households for an appropriate shelter without facing undue financial adversity

(Milligan et al. 2004 quoted by Labin et al. 2014; Meen, 2019). As shown in the

2 WILT: Will I Live There standard (Mayday 2016). WILT: all rented properties must meet the health
& safety and fitness standard and has adequate conditions for people to live in (Ni Direct, 2019)
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Figure 2.1 affordable housing should be built in a sustainable community with
accessible amenities and with an ownership tenure. The affordable housing
developments should have employment opportunities for the community and the
price should not be more unaffordable for low-income households (Fisher,
Pollakowski and Zabel, 2009; Boulkedid et al., 2011; Baranoff, 2016).

‘Affordability’ is mostly articulated in terms of affordable housing (Stone, 2006),
sometimes it is also used interchangeably with housing affordability (Mulliner and
Maliene, 2012). UN-HABITAT (1974) declared ‘Shelter for everyone’ and it has been
embedded in the UK’s and Pakistan’s National Housing Policy housing policy.
According to the UK’s housing policy, ‘everyone should have the chance to afford a
decent home, in a community of their own choice’ [CLG, 2011a, mentioned by
(Mulliner, Smallbone and Maliene, 2013)]. The main objective of the UK’s affordable
housing policy is to provide affordable housing for those who cannot afford to pay
market price.

The phrases demand, need and supply refer to both quality and quantity of the
available accommodation that falls short of what is vital to provide each person or
household/family, regardless of ability to pay, with lodging of a specified basic
standard and above (Al Shareem et al., 2014). Demand in financial terms refers to
the active demand for housing; and is related to the accommodation or house for
which the buyer (end-user) is able and willing to pay. Therefore, the dissimilarity
between ‘need’ and ‘demand’ are that the first term is used to symbolize the shortage
of existing housing as compared to socially anticipated norm, and the remedy is that

the housing provision should be improved to attain that norm. ‘Demand’ for
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economists on the other hand, is used as a descriptive term to represent the
association between the quality of housing, quantity, and price of housing which end-
users are able and willing to pay (Al Shareem et al., 2014).

The growing demand for housing around the world is due to rapidly growing
population. Affordable housing provision for low-income is a global phenomenon,
unfortunately, until today it remains a critical challenge for most countries.
Essentially, the role of any government is to provide subsidised land, funding/finance
or buildings along with removing market imperfections and to ensure a smooth
operation of the housing market. Public authorities’ intervention is a vital part to
ensure the market can effectively encounter housing requirements, especially for

less privileged and low-income households.
2.4 Theory of Housing Affordability

This section explains the theory and the concept of housing affordability integrating

economic, social and environmental housing affordability assessment criteria.

2.4.1 Economic criteria of affordable housing

‘Housing’, on a national scale plays a vital role in the economic development of a
country and comprise 10 to 20 percent of total economic activities; on an individual
level it is a biggest fixed asset of a household (Henilane, 2016). The housing
affordability measure is to ensure that provided housing is affordable to every
income group whether high, middle or low-income (Suhaida et al., 2011). In its most
comprehensive understanding, the term affordability can be assessed as IER at a

given time (Davidson, 2016) it is a very basic criteria yet quite primitive. It has been
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commonly used for assessing housing affordability and is widely used and accepted
by the stakeholders. Baker, Mason and Bentley (2015) stated that for many
households, housing expense is their main outgoing and on-going expense. Building
and or acquiring a house for an end user can be an individual’s self-help intervention,
community-based effort or corporate support to acquire it, an NGO or a
government’s effort to provide a shelter. Generally, these attempts are influenced by
terrestrial location, nature of demand and need, culture, religion and government
policies. Over the span of several centuries the forms and shapes of houses have
changed, ranging from caves, tents, igloos, mud and clay houses, straw and wooden

houses, nomadic artefacts, multi-storeys to skyscrapers.

2.4.1.1 The expenditure approaches

The use of the term ‘housing affordability’ is not new, from the year 1980 it was used
to discuss the conventional housing issues for example supply, quality, and
inadequate housing (Linneman and Megbolugbe, 1992). Housing affordability
reflects whether a household can afford a house (to buy or rent) based on their
household income. Housing affordability is normally measured on economic criteria;
however, affordability is not simply a matter of housing costs and income levels; it is
about people’s ability to obtain housing and to stay in it (Housing New Zealand
Corporation 2005). The expenditure approach of housing affordability is to recognize
the needs of those households who cannot access housing market without
assistance. This approach is earnings relative (Madawaki, 2011) and is based on
the premise of providing a decent home for every household at a price within their

means (Dulgeroglu-Yuksel 2010).
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As stated earlier the housing affordability is commonly equated on the IER criteria,
however, it varies case-to-case basis and should not only be assessed on this ratio
(Calnan, 2015; Mulliner, Malys and Maliene, 2016; Herbert, Hermann and McCue,
2018; Meen, 2018; Nikodem, 2018; Anacker, 2019; Commission, 2019). The notion
of reasonable housing costs in relation to income is that housing costs should leave
households with enough income to meet other basic needs such as food, clothing,
transport, medical care and education (Calnan, 2015; Baranoff, 2016; Javaid, 2016;
Napoli, Trovato and Giuffrida, 2016; Sharafat and Sharafat, 2016; Yap, 2016; Elkins,
2018; Herbert, Hermann and McCue, 2018; Islamabad, 2018; Anacker, 2019; Matt
and Marshall, 2019) (Matt and Marshall, 2019) Australia National). ‘Yet it is not easy
to decide exactly when someone is in financial difficulty’ (Robinson et al, 2006).
Affordability is concerned with securing some given standard of housing at a price
or rent which does not impose, in the eye of some third party (usually government)
an unreasonable burden on household income (MacLennan and Williams, 1990).
There is no definitive way to define what housing affordability means, ‘after all, how
can we talk about solving a problem if we do not have a reliable way of determining
who is suffering, and where, and why?’ (Hertz, 2015). Let us suppose a member of
the household works in a local shop or supermarket and earns around $1,500 a
month. They share the house with their family of four in a remote neighbourhood,
pay $400 as rent, and in addition pay $300 a month for car insurance and other
fuel/maintenance expenses; they are left with $800 a month. Leftover money goes

quickly on purchases such as groceries, childcare, and health prescriptions. At a
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time of sickness of a family member or any maintenance costs, the household
cannot escape from racking up some borrowing or credit card debts.

On the other hand, a person who works as a bank manager and earns around
$8,000 per month, pays rent for a brand-new apartment near the city centre of
$3,000 a month. They can easily walk to their workplace and pay only $100 to
commute to other places. They are left with $4,900 of savings every month to spend
on their non-housing expenditures such as days out, meals and foreign holidays and
still able to save some money for their retirement.

In these scenarios, the person in the first example has problems making rent
payments, while the bank manager can easily make their payments. Nevertheless,
as per most common criterion of housing affordability, the bank manager’s rent is
burdened, whereas the first one is doing fine. That is due to the housing affordability
measuring criterion, which relies on a simple ratio: if someone pays more than 30%
of their household income in rent or other housing costs, their housing is
unaffordable. If you do not pay more than 30% then it is affordable.

These scenarios the shop worker pays only $400 of $1,500 (27%), while the bank
manager pays $3,000 of $8,000 (38%). If they do not pay more than 30% of their
household income then it is falls into affordable range. These illustrations of a shop
worker and the bank manager are extreme examples, but they show several
fundamental flaws with the 30% measuring threshold of housing affordability. It can
be deceiving in evaluating the liability of housing costs on households with similar
earnings. As stated earlier, housing affordability varies case to case and not

everyone bears the same non-housing commitments for example, a single,
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childless, healthy person with a salary of $8,000 a month might cover housing cost,
foodstuff, home insurance, and other requirements. Nevertheless, someone on the
same income band might struggle due to much higher non-housing expenses
because of their school going children, a chronic medical condition in the family,
elderly parents or kids with special needs.

Housing affordability is a term, which is defined, as one being capable of paying rent
without experiencing financial problems (Robinson et al, 2006). Affordability
indicates the value of affordable housing in the measurable (quantifiable) attributes

of dwellings and their related costs (Dulgeroglu-Yiksel, 2010).

2.4.1.2 Housing Expenses (or household expenditures)

Household expenditures can be divided into three groups Cohen (2017); (Anacker,
2019): somewhat fixed, less flexible, and more flexible.

Somewhat fixed — these fixed expenses have very limited room to reduce for
example, taxes (housing, income) and they are typically due on a set date.
Taxpayers, however, have some liberty to negotiate filling date and monthly
instalments, or a temporarily deferred collection, yet taxes are eventually due on
certain date.

Less flexible — cost of education and health care, these premiums are typically not
negotiable, yet, premium can be reduced by changing the health and educational
services provider, changing location of dwelling, changing habits, taking spouses
and dependents off from their insurance policies, moving to a cheaper plan.

More flexible — typically rent payments are due on the first day of every month and

may have a grace period of three to five days during which most property owners
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will not charge penalties or start an eviction (Desmond, 2016). Renters may have
opportunity to negotiate reduced rent or instalments with their property owners, find
a house with lower rent, (Desmond, 2016). Mortgage repayments are also fixed
expenditures (Cohen, 2017).

Households have a very little room to above-mentioned fixed expenses; low-income
households (renters) have less room to manoeuvre than borrowers. Rent payments
mostly have 3 — 5 days grace period for rent payments while grace period for
mortgage repayments are 90 days (Desmond, 2016). An increase in these expenses
has been witnessed over the past few years, such as health care premiums and rent
payments, transportation to work, health care, childcare, and utility expenses. In
contrast, there has been a decrease in more flexible expenditures, such as food and
clothing. Certainly, somewhat fixed expenses are hard to cut down than the less
flexible expenses (Cohen, 2017; Murdoch & Schneider, 2017; Warren & Tyagi,

2003).

2.4.1.3 Non-housing expenses (life’s other necessities)

Non-housing expenses such as cost of commuting and transportation, expenses to
use health and education facilities are ignored to assess housing affordability,
(Mulliner et. al, 2014; Meen, 2018). The challenge to keep up with housing
affordability may affect a households’ monthly budget, leaving fewer funds to meet
the cost of clothing, utilities, transportation to work, child and health care (Sohail,
Maunder and Cauvill, 2006; Pakistan and America, 2008; Prochorskaite et al., 2016).
It also effects and reduces savings for retirement, emergencies, and other

opportunities, such as starting up a small business and pursing higher education
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(Anacker, 2019). Non-housing expenses challenges leaves a housing with fewer
opportunities and sub-standard quality of life (Drew, 2018; Sawhill, 2018).

According to AHURI (2019), non-housing costs can also be called ‘life's other
necessities’ (such as food, health care, education etc.). Some income band might
struggle due to much higher non-housing expenses (30:40 housing affordability
indicator as stated in section 1.2 above) because of their school going children, a
chronic medical condition in the family, elderly parents or kids with special needs
(Cohen, 2017), it also includes days out, meals and foreign holidays, etc., (Hertz,

2015).

2.4.1.4 Residual measure

The residual income approach focuses on the variance between housing costs and
incomes rather than the income to expense ratio. One of the disadvantages of the
ratio-based measurements are that they believe that the calculated unaffordability is
independent of the level of income (Meen, 2018). In simple words, a pre-defined
standard of non-housing needs is subtracted from the disposable income (monetary
value) and the left-over money determines how much is left to spend on housing.
The IER method alone cannot investigate into different methods that influence users’
choice of housing and social issues of wellbeing and community sustainability
(Stone, 2006; Tang, 2009; Hertz, 2015). Residual income (Mulliner and Maliene
2015) influence users’ choice to buy or rent a house. The residual costs faced by
households due to the geographical location; accessibility to the amenities; jobs;
schools; security; safety and terrorist threats are important criteria of housing quality

that can affect housing affordability and have an impact on the wellbeing of the end-
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user (Sohail, Maunder and Cauvill, 2006; Maliene and Malys, 2009; Podvezko, 2011,
Rafi, Wasiuddin and Siddiqui, 2012; Kalia, 2013; Mulliner, Smallbone and Maliene,
2013; Mouzughi, Bryde and Al-Shaer, 2014; Rossi and Civitillo, 2014; Worldometers
- Elaboration of data by United Nations, 2015; Mulliner, Malys and Maliene, 2016)
(Dulgeroglu-Yuksel, 2010).

These residual measures of housing are mostly overlooked to assess housing
affordability. Since housing typically has a first claim on income, if the amount
actually paid exceeds affordable housing costs, then the residual income left over
for non-housing consumption will be inadequate. However, there are some hitches
using the method, particularly in the explanation and setting up standard of an
appropriate non-housing budget which might, for instance, be established on a
poverty indicator and, hypothetically, the measure has rarely been created on a
regular basis to enable comparisons over time and across countries (Stone, 2006;

Tang, 2009; Hertz, 2015).

2.4.1.5 Income to expense ratio threshold (30% of IER)

Stone (2006) and Anacker (2018) provide a historical background of the 30 percent
of income to expense ratio: ‘the 30 percent of household income have evolved from
the United States National Housing Act of 1937. In the United States until the early
1980s, the 25 percent of income was used as ratio standard, or as an appropriate
indicator of affordability. The National Housing Act (NHA) of 1937 limits the
maximum rents for family eligibility to live in a public housing. According to the NHA
(1937); that is, a tenant’s income could not exceed five to six times the rent. By 1940,

income limits gave way to the maximum rent standard in which rent could not exceed
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20 percent of income. The Housing Act of 1959 maintained maximum rents. The
Brooke Amendment (1969) to the 1968 Housing and Urban Development Act
established the rent threshold of 25 percent of family income (Anacker, 2019)’. By
1981, this threshold had been raised to 30 percent, which today remains the rent
standard for most rental housing programs (Herbert, C., Hermann, A. and McCue,
D. 2018; Meen, 2018; Nikodem, 2018; Anacker, 2019; Commission, 2019).

Households in the bottom income quintile and spending more than 25 percent of
their incomes on housing costs are twice as likely to face stress compare to those
in the top quintile (Meen, 2018). Affordable Housing Commission UK (2019) report
state that when purchase or rents costs go above a third of the household income
for a normal working class household, the housing expenses can lead to arrears,
debts and financial difficulties, and may result in personal problems. The position
gets much worse when the percentage of income is higher. Moreover, when this
income amount gets to the 40%, it alarms for a very serious affordability issue
(Commission, 2019; (AHCUK, 2019). The 30:40 housing affordability indicator refers
to housing affordability stress, when an Australian household has an income level in
the bottom 40 percent of national income distribution and is spending more than 30
percent of its household income in housing expenses (Statistics, 2005-6)(Statistics,
2005-6). Households spending more than 30 percent of their income on housing
have traditionally been said to be ‘cost burdened’ and those who spend 50 percent
or more are considered to be ‘severely cost burdened’ (Elkins, 2018; Schawrtz and
Wilson, 2018; Meen, 2018). As a general rule of thumb, no more than 30 percent of

the monthly gross household income should be spend on housing, for renters, that
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30 percent includes utilities, for an owner, it includes home-ownership costs such as
mortgage instalments and interest, property taxes and maintenance costs (Elkins,

2018).

2.4.1.6 Brook amendments

Brook amendments, also known as rental or buying affordability, which assume that
housing and non-housing expenses are unavoidable costs for a household
(Schwartz and Wilson, 2018), and this expense should be at minimum (Stone,
2006). Housing affordability is based on the term, that income above a certain level
is regarded as ‘unaffordable’ [(Freeman, Chaplin and Whitehead 1997); (Mulliner
and Maliene, 2011; Mulliner and Maliene, 2014; Baker, Mason and Bentley, 2015;
Calnan, 2015; Baranoff, 2016; Anacker, 2019; Commission, 2019)], it is a capacity
of a household to meet housing costs while being able to meet other basic costs of
living (Burke 2004). Affordability is not simply a matter of housing costs and income
levels; it is about people’s ability to obtain housing and to stay in it (Housing New
Zealand Corporation 2005). The United States National Housing Act (USNHA) 1937
introduced rental affordability measurement based on ‘housing consumption’ and
used housing rents to income ratio. The Act was revised in 1968 known as the ‘Brook
Amendments’ and was further revised in 1981; according to the Brook Amendments,
a maximum of 30% of household income should be used towards rent (Schwartz
and Wilson, 2018).

Housing affordability varies according to the geographic location and as per
individual needs. It is difficult to describe and there is no specific definition exists. As

explained in the Section 2.3, generally, a house is regarded ‘affordable’ if the
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monthly rent does not cost more than 30% of monthly household income or up to
3.5 times the gross annual household income to buy, or for a single earner 2.9 times
the gross annual income. Furthermore, the rent payable for affordable housing
should not be more than one week’s pay or 25% of gross monthly income (Meen,
2018). However, this ratio does not take any other circumstances into account,
which may affect the monthly rent (Schwartz and Wilson, 2018).

The Brook amendments suggests that housing affordability has become a normative
problem and affects both middle and low-income households. It equally affects city

and urban residents and new migrants alike.

2.4.1.7 Rent control law

In the year 2013, the Federal Government of Germany passed a rent control law.
Municipalities that have experience rent increases started implementing these laws
in June 2015 (Anacker, 2019). However, their impact has been mixed so far

(Deschermeier, Haas, Hude, & Voigtlander, 2016; Kholodilin et al., 2016).

2.4.1.8 Availability of financial products

Housing represents the main, in some cases the only wealth or asset of the poor
and plays a crucial socio-economic part in most developing countries (The World
Bank, 2018). Suitable financial products can make housing purchase more
accessible and affordable; provision of readily available and accessible financial
products is another related housing affordability issue (Rizvi, 2015). Most of the time
a potential homebuyer fails to benefit from such home financing products due to lack

of information (Lin, Chang and Chen, 2014).
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In Pakistan, low-income households mostly get cash in hand for their work and do
not keep any records of their earnings and spending, and therefore, to purchase or
to apply for a financial product, they cannot provide enough evidence for their

earnings (Gerrity, 2016; Shaikh, 2016; Sharafat and Sharafat, 2016; Shaikh, 2017).

2.4.1.9 Affordability to repayment

Purchasing or buying affordability measure, determines a household’s income to
their buying capacity (Yap, 2016; Elkins, 2018; Herbert, Hermann and McCue, 2018;
Anacker, 2019). It measures housing cost or scheduled mortgage costs against
monthly income of a household (Meen, 2018). Buying affordability is purely
dependent on the availability of home financing or mortgage products (Sharafat and
Sharafat, 2016; Islamabad, 2018). Buying affordability further depends on the
mortgage tenure and cost of housing structure.

Repayment affordability suggests that housing may be affordable at that point of
time to purchase or rent. However, the payment can become unaffordable due to
the movement in the housing market, inflation and interest rates increase (Gopalan
and Venkataraman, 2015). Housing can also become unaffordable due to changes
in personal circumstances such as redundancy, illness or death (Anacker, 2019).
Typically, housing affordability is associated with low-income households, but it no
longer stereotypically covers low-income households alone (Elkins, 2018; Herbert,

Hermann and McCue, 2018).
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2.4.1.10 Consumption expenditure

Household expenditure: household consumption expenditure refers to all money
expenditure by the household and individual members on goods intended for
consumption and expenses on services (Hulchanski, 1995; Mattingly and Morrissey,
2014; Horsfield, 2015). Also included is the value of goods and services received ‘in
kind’ or ‘own produced’, which are consumed by the household.

Paid for and unpaid for: For household income and expenditure purposes,
household consumption expenditure is classified into two main categories: ‘paid’ and
‘unpaid’ expenditure. The expenditure on consumption items is reported under
columns, ‘paid and consumed’ and ‘unpaid and consumed’.

Paid and consumed: For household income and expenditure, the category of ‘paid
and consumed’ refers to (i) all cash payments or (ii) purchases on credit or (iii) under
barter (exchange) arrangements with other goods and services by the household to
obtain goods and services, which were consumed during the reference period.
Unpaid and Consumed: Unpaid and consumed expenditure refers to the imputed
market value of goods and services consumed by the household or individual
members which were received as ‘income in kind’ by the household or individual
members. The unpaid and consumed expenditure is classified into three sub-

categories:

e wages and salaries in kind consumed
e own produced and consumed

e receipts from assistance, gifts, dowry, inheritances and other sources
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Wages and salaries in kind consumed: category includes wages and salaries paid
‘in kind’ as food, clothing and housing provided free of charge by the employer, either
at the workplace or consumption out of the workplace. In addition to the income ‘in
kind’ received by the employees, this category includes similar other facilities.
Therefore, other consumption items like free telephone, car and domestic servants
are to be included if applicable. The valuation of these consumed items should be
based on current local market value.

Own produced and consumed: this category refers to the items and value of items
produced for commercial or non-commercial purposes by the household. Such as
food grains produced and used by farm households, shoes made and used by
shoemakers, net rental value of owner-occupied housing, small amounts of
vegetables produced, knitting wearing apparel, etc. during the reference period. The
commodities consumed do not necessarily have to be produced during the reference
period.

Receipts from assistance, gifts, dowry, inheritances and other sources: category
relates to commodities consumed during the reference period obtained by means of
assistance, gifts, nazrana (charity) and other sources like remittances in kind from
relatives, dowry in kind, presents from relatives. Again, they should be valued at
current local market prices.

Indirect taxes are included in household consumption expenditures, such as sales
taxes and payments made for (consumption) of goods and services. Payments
made for commercial expenditures are excluded e.g., expenditure on diesel to

operate vans for commercial purposes is not included.
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Durable goods: Durable goods include those items with a life expectancy of one year
or more such as furniture, fixtures, clocks, wristwatches, television, radio, cutlery,
kitchen utensils.

Non-durable goods: Non-durable goods include those items with a life expectancy
of less than one year such as food, clothing, fuel and lighting, footwear, medicines.
Accommodation expenses: include the amount paid for renting accommodation, the
rental value of rent-free accommodation and the estimated rent of owner-occupied
dwellings at current market prices. Housing expenditures also includes expenses
incurred on repairs, re-decoration and minor improvements of the dwellings,
insurance, water and conservancy charges and other housing expenses.

Per capita consumption: is calculated by dividing the total consumption of the
households by the number of household members.

Taxes: are not classified as household consumption, but in a separate expenditure
category. Taxes, fines and fees included within the expenditure categories of the
household are: house and property tax; licence fees for TV/VCR, firearms and
driving licences; registration and renewal fees for car, motorcycle and scooter; fines,
choolah (cooking hub) tax, birth and marriage taxes, pet keeping taxes, etc.

The structure and income stream of the household is explained in the following
section; the idea has been borrowed from (Islamabad, 2015):

Household — a household may be either a single person household or a multi-person
household. A single person household is one where the individual makes provision
for his/her own food and other essentials of living, without combining it with any other

person and without any usual place of residence elsewhere.
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A multi-person household is a group of two or more persons who make some
common provision for food or other essentials of living and who are without usual
place of residence elsewhere. The persons constituting the group may pool their
incomes and have a common budget to a greater or lesser extent; they may be
related or unrelated or a combination of both. The general criterion to be used in
identifying the members of a multi-person household relates to whether they live and
eat together and have no usual place of residence elsewhere.

A household in this research is an individual or a family in possession or with an
intention to occupy the space to abide, live and perform the day-to-day activities in
an affordable house. Yates and Gabriel (2006) defined lower-income households
with a disposable income of less than $367 a week, whereas, the household income
in the context of this research project is between $50-$100 a month.

Household members: Household members are all such persons or group of persons
in a household who normally live and eat together and consider the living
quarters/space occupied by them as their usual place of residence. Such persons
may be related or unrelated to each other. All such persons who normally live and
eat in the household and are present and those who are temporarily absent for
reasons such as, visiting, travelling in connection with business, attending schools/
colleges/universities/ polytechnics/ other educational institutions, admitted to
hospital, outside tours etc., are treated as household members. Visitors, purely
temporary boarders and lodgers, transients, servants and guests, etc. who consider
their usual place of residence to be elsewhere but are found staying with the

household included in the sample are not household members.
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Absent household members such as migrant workers in the Middle East, are not
considered part of the household and their income (as far as made available to the
household) is included as remittances received. As these persons are not present,
consumption expenditures also do not include expenses on their account. Family
members include husband, wife/wives, unmarried sons and daughters and other
direct dependents such as parents, unmarried sisters, brothers, separated/divorced
sisters and daughters. Other related persons, servants, boarders and lodgers who
have no other place of residence elsewhere and who live and eat within the
household with or without payment are considered members of the household, but
not members of the family.

Employed persons: A person is considered employed if he/she worked for at least
one hour during the month preceding the interview or, even if the person did not
work in the last month, he/she had a job or ran an enterprise such as shop, business,
and farm or service establishment during the last year.

Employment status: Employed persons are divided in the following categories:
employer, paid employee, self-employed and own account worker, unpaid family
helper, and agricultural labourers (owner cultivator, sharecropper, and contract
cultivator). An employer is a person who owns an enterprise and works himself as
well as employs individuals for pay to help him/ her in his/her enterprise but may
have others working for him/ her without pay. An employee is a person who works
for others in exchange for wages and a salary that is paid in cash or in kind. A self-
employed or own account worker is a person who, though owning an enterprise,

does not employ any person for pay, to help him/ her in his/ her enterprise but may
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have others working for him/her without pay, such as family helpers. The self-

employed are divided into two categories:

e Those who run their own business or enterprise themselves without the help
of any other person.
e Those own account workers who run their own business or enterprise with

the help of unpaid family helpers only.

Unpaid family helper is a member of the family who works for the family enterprise
without being paid. Although they are not paid, their efforts result in an increase in
the household income; therefore, they are considered employed persons.

Earners: are all those persons aged 10 years and above who provide the household
with material return, in cash or in kind. Earners are divided into two categories,
economically active and not economically active. All employed persons are included
amongst the economically active. Pensioners and those who receive incomes from
renting buildings and land (i.e. property owners) are classed as not economically
active.

Industry divisions: They are divided into agriculture/fishing; mining and quarrying;
manufacturing; electricity/gas and water; construction; trade/hotels and restaurants;
transport and storage; finance and real estate; community services; and other
activities not defined.

Major occupation groups: describe the nature of work usually undertaken by an
individual. Where a person performs more than one occupation during the year the
main occupation is recorded. Pakistan Standard Classification of Occupations 1994

is currently used to define Occupational groups. Main occupational groups are
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legislators/senior officials and managers; professionals; technicians and associate
professionals; clerks; service workers/shop and market sales workers; skilled
agriculture and fishery workers; craft and related trade workers; plant and machine
operators and assemblers; elementary occupations; and armed forces.

Household income is the sum of monetary income and income "in kind". Household
income consists of receipts, which, as a rule, are of a recurring nature and are
received regularly by the household or by individual household members usually at
annual or more frequent intervals. Household income is derived from the following
main sources: employees’ salaries, wages and other related receipts from
employers; operating surplus from non-agricultural and non-financial sector
enterprises employing less than 10 persons; operating surplus from agriculture;
withdrawal of entrepreneurial income for proprietors engaging ten or more persons
in the industry divisions mentioned above; and income from personal investment
(rent, interest and dividends) and royalties. For the purposes of household surveys,
it is convenient to include as income, bonuses and gratuities, pensions, social
security benefits, tuition fees, other subsidiary sources, receipts from Zakat, usher,
scholarships, and other periodical receipts like domestic and foreign remittances,
alimony, inheritance or trust funds.

Household income in cash includes all money receipts such as wages, salaries, rent
from land and property, income from self-employment, gifts, and assistance.
Household income "in kind" includes wage payments in kind through goods and
services transferred free of charge by an enterprise (including farm products) to an

employee and to the household of the owner or part owner of the enterprise; it also
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includes the value of home production that is consumed within the household (e.g.
agricultural products, livestock products etc.). Where an employee buys from his
employer, for his household consumption, goods and services at
concessionary/subsidised prices and thus obtains a significant advantage, the value
of these concessions/subsidies is also considered as income "in kind". Remittances
in kind, gifts and assistance, zakat and other transfers in kind are considered income
"in kind". The estimated net rental value of owner-occupied housing is in principle
also treated as income "in kind" and, as is the estimated gross rental value to the
occupier of rent-free housing, whether obtained as wages "in kind" or otherwise.
Imputed income: is the estimated value at current market prices of the goods and
services received by the household for which no cash payment is made. Imputed
income includes the estimated value of home-produced goods consumed by the
household, rent from owner occupied and rent-free dwellings, gifts and assistance
received in kind and wages and salaries paid in kind free of cost by the employers.
For example, for wheat received in kind, the enumerator will report the market value
of wheat received under the column wages & salaries

Disposable income: is defined in the System of National Accounts (SNA) as the
income from all sources after netting for all current transfers (which include taxes)
received and paid. It is equivalent to final consumption plus savings. In exceptional
circumstances, disposable income may be negative: current expenditure in those
cases must be met from the net disposal of assets.

Operating surplus for establishments run by households has generally been

calculated from the special agricultural and non-agricultural modules in the
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questionnaire. The alternative is to use respondent’s own self-reported estimate of
operating surplus; however, this estimate is liable to reporting errors.

A detailed worksheet was filled for household members who were engaged in
agricultural activities either through cultivation of land or keeping livestock and/or
inland fishery.

Concerning those household members engaged in the agricultural sector, no
restriction is set on the number of persons engaged in the unit. Furthermore, for all
household members who were engaged as owner-proprietor of a business in the
non-agricultural and non-financial sectors with less than 10 employees, a detailed
worksheet for economic activity was completed. The number of persons engaged in
the unit is calculated as the sum of all own-account workers, unpaid-family workers
and employees.

All units whether registered or unregistered, using power or not, are included if the
unit engages less than 10 persons.

Wages and salaries are the earnings of employees in cash or in kind from one or
more jobs.

Income from farming (self-employed) is the operating surplus derived from crop
farming, including rent from land and agricultural equipment.

Income from livestock (self-employed) is the operating surplus derived from livestock
products.

Income from other activities (self-employed) is the operating surplus derived from

commercial and industrial activities, including rent from building and machinery.
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Property income consists of interest and dividends from savings/deposits and
receipts from rent of land and buildings, if these amounts are not reported in the
worksheets for the agricultural or non- agricultural establishments. In fact, rental
income from buildings, plants, or machinery reported in the worksheets is included
in the operating surplus.

Social benefits include pension and social security benefits, such as sickness
benefit, unemployment benefit, family and maternity benefit, invalidity benefit, etc.
They all constitute recurrent cash payments from various types of employment
schemes.

Net sales of property are calculated as sales minus purchases of land, buildings
(including major improvements), livestock, machinery and equipment. The value of
major improvements and renovations is deducted from sales along with purchases.
Net sales of other assets include sales minus purchases of stocks, shares and other
securities; withdrawal from deposits minus savings added to deposits; sales minus
purchases of gold, silver and precious metals (including jewellery), and the sale of
durable items. In addition, cash transfers for dowry and inheritance have been
considered as asset movements and added to the net sale of assets (cash expenses
minus values received). Finally, from this aggregate those amounts that households
reported as losses of cash were deducted.

Net borrowing consists of two parts, the value of loans obtained minus the loans
repaid (including interest/profit) and the difference between the values of loan given
out minus repayments on such loan received. Net borrowing is net loans obtained

minus net loans given out.
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Net capital transfers receipts consist of property received as gift, inheritance, etc.,
minus property given away, lost or destroyed.

Net change in cash balances is the net change of cash kept in hand or in current
accounts with the banks. This criterion is derived as a residual. It is calculated as
net savings (household income minus expenditures) minus receipts other than
income, that is, income from liquidation of assets, net capital transfers received and

increases in borrowing.

2.4.1.11 Median house price

Median income to median house price ratio focuses to get access to housing by
using the lowest quartile income ratio to the lowest quartile house price, or the
percentage of households that can only manage to pay for adequate housing with
assistance (Nikodem, 2018). The median house price determines the midway point
of the units/houses sold at market rate (sold price) over a set period (monthly, yearly,
quarterly, etc.). For example, if there were 101 housing units sold out during a month,
the median unit price would be the house price in the middle i.e., that has fifty units’
prices below it and fifty-unit prices above it. Median price differs from the mean price,
it equates to an average price — adding the amount of sold prices together and then
dividing them by the number of sales (Cossar, 2013). One of the reasons to use
median price is that it gives more precise indicator of the market, as it reveals the
sample size being used. However, one of the problems using the median price is
that it does not reflect if there has been a less expensive or homes that are homes

that are more expensive sold in within a period.
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2.4.2 Social criteria of affordable housing

A households budget get an influence by challenges of affordable housing and
housing affordability, leaving less funds to buy food, household utilities,
transportation to work, child care and health care expenses and reducing their
savings for retirements, emergencies, and other prospects, such as starting a small
business or pursuing higher education. These challenges may also affect end users’
quality of life and result in decreased future affordable housing developments

(Anacker, 2019).

2.4.2.1 Commuting cost

Housing location is one of the most influential housing affordability assessment
criteria, commuting (travelling) cost effects a homebuyer’s choice of buying a house
at a suitable location (Casallo Blanco et al., 2005; Sohail, Maunder and Cavill, 2006;
Fisher, Pollakowski and Zabel, 2009; Ming, 2012; Mulliner, Smallbone and Maliene,
2013; Isalou, Litman and Shahmoradi, 2014). Land price is cheaper at the outskirts
of a city centre, yet conversely the transportation cost typically increases as distance
increases from city centre. Deceptively, housing near the periphery could be
affordable for some due to lower costs, yet the commuting expenses will increase

due to the distance from the city centre (workplace) making it unaffordable.

2.4.2.2 Criteria of housing liveability

A house is incomplete without the availability of basic amenities and infrastructure
for example, electricity, communication, water, transportation, health facilities, and

schools, police station, and facilities management mechanisms. Infrastructure and
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basic amenities as well as community features jointly make a housing development

affordable and a liveable space.

2.4.2.3 Habitat agenda

Affordable house is not just housing on low price; it needs to be at a good location,
quality material, and better neighbourhood. Local authorities need to do a lot more
to achieve decent quality housing in their region and take responsibility to maintain
the affordable housing standards. Rented properties should be professionally
audited to keep the rent at an acceptable level with at least minimum level of quality
and standard.

Housing affordability is a multi-dimensional issue and affect households’ economic,
environmental and social aspects of life (Mulliner and Maliene 2011). It is a
combination of the geographic and social constraints and a household’s financial
formation adds to the affordability issue (Albert, Hallowell and Kleiner, 2014; Bryde
and Al-Shaer, 2014; Mulliner, Malys and Maliene 2016). ‘An affordable housing is
adequate in quality and location and does not cost so much to prohibit its occupants
meeting other basic living costs and threatens their enjoyment of basic human rights’

(UN-HABITAT, 2011).

2.4.2.4 Housing Stress

A household is under housing affordability stress (HAS) if they are spending more
than 30 per cent of their household income (either disposable or gross) (Hertz,
2015). As per Joint Centre for Housing Studies at Harvard University, low-income

households who succeed to spend fewer than 30 percent of their household income
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on housing in reality end up spending more on their commuting cost and getting
around, that takes away their savings, leaving them in debt entirely. The term
‘housing stress’ can be used to discuss the matters of housing affordability [ National
Housing Strategy (1991); Nepal, (2010); Rizvi, (2015)]. Researchers normally
highlight the recurrent expenses which households are expected to pay for their
housing needs. Housing stress can be referred to financial situation, including the
one-off or short-term issue of paying monthly rent, mortgage deposit or a constant
problem for a household whose income is not enough to meet housing costs. For
example, households over-stretched themselves to pay too much in mortgage or
rental costs, and then a sporadic or unforeseen problem occurs due to unexpected
circumstances such as unemployment or a rent increase will experience housing
stress. ‘Housing stress’ can also refer to over-crowding in the house due to many
family members, insecurity of letting tenure, and inadequate sanitation and other
associated facilities in house.

Housing stress is an alternative measure for all types of housing stresses not just
the housing affordability or cost stress. The significant aspects of both housing
stress and affordability entail a subjective judgement to ensure that their meanings
always remain open to reinterpretation and scrutiny (Gabriel et al., 2005; Yates and

Gabriel, 2006; Yates et al., 2007).

2.4.3 Demand for affordable housing

In the year 2005, the United Nations Economic and Social Council projected that

there were 100 million people without homes worldwide. However, considering the
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impact of the year 2008 financial recession and overall population growth, the
current worldwide population is probably much higher; it is estimated that a further
1.6 billion people lack access to adequate housing (Rising Global Movement, 2019).
The growing concentration of people in urban spaces can be felt in land and housing
shortages and congested transit along with putting a strain on the basic amenities
such as water, power and breathing space (Gopalan and Venkataraman, 2015).

After recession, an increase in household income has been observed which has led
to a growth of the middle-class community (Gopalan and Venkataraman, 2015). This
rise in the middle-class community has led to inflation in demand for more affordable
housing that includes basic human amenities. A fresh demand for more affordable
housing has also contributed to the overall housing market around the world. A thrust
in the housing market leads to a boost to the GDP of a country and ultimately

improves the quality of life of its end-users.
2.5 Affordable Housing (global best practices)

The following paragraphs discuss a few best practices affordable housing models
from around the world as discussed by Robert (2016). Figure 2.2 gives a depiction
of conventional and non-conventional housing supply. Following are the tried and

tested global affordable housing best practices:

2.5.1 Support-based approach to affordable housing

In fact, government authorities alone cannot meet the demand to produce housing

at a reasonable price and in enough numbers.
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Housing Supply in Developing Countries

Non-
Conventional
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Figure 2.2: Conventional and non-conventional ways to meet housing needs in
developing countries

Source: [(Al Shareem et al., 2014) originally presented by (Drakaskis-Smith
2012)]

In order to meet the housing deficit, the governments should adopt a ‘support-based
approach’ (Mumtaz, 1995; Nikodem, 2018; Schwartz and Wilson, 2018; Anacker,
2019; Commission, 2019; Matt and Marshall, 2019; Saunders, Lewis and Thornhill,
2019). Affordable housing initiatives certainly need help and support from both the
community and the private sector to meet housing demand at lower prices (Abdul-
Aziz and Kassim, 2011; Al Shareem et al., 2014; Amjad and MaclLeod, 2014,
Mouzughi, Bryde and Al-Shaer, 2014; Rossi and Civitillo, 2014). This involves
intervention of the private sector and the community, and there is a need to introduce
new parameters and legislation for measuring housing affordability. The price of
housing should not be more than the funds available to those to whom it is intended
for. The production/construction, usage and consumption of housing can be typically

characterised as non-conventional (informal) and conventional (formal) as shown in
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Figure 2.2. Using support base approach, affordable housing should be physically
adequate, made available to those who cannot afford a house without some special
intervention by government or special arrangement by the providers (Field, 1997).
Homeless Link (2016), have adopted this approach known as:

Housing First in England — the philosophy behind the Housing First is to provide an
independent, stable home providing end-users an intensive and personalised
support including case management to homeless people for their complex and
multiple needs. ‘Housing is basic a human right’ as seen by Housing First services
(Link, 2016). This approach has been tried in the USA, Canada and the United
Kingdom (Link, 2016). Inside the properties, the WILT (Would I Live There) standard
(Mayday, 2019) has been adopted there; this standard makes sure that health &

safety and legal requirements are met in a human dwelling or a property.

2.5.2 Community — Led Housing

Through community-led housing, the end users and the communities play a vital role
to find solutions for their housing problems. Community-led housing helps to create
affordable and sustainable communities, building self-supportive and resilient local
communities, and helping people to develop new skills. British Social Housing
Federation (BSHF) 2016 runs a community-led housing in England. This approach
welcomes modern and innovative ideas to provide high-quality affordable housing
developments. In the highly competitive, challenging and complex context of
housing, this type of housing supports the idea of people choosing their own

environment, and how they want to live and make this idea work.
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Although community-based housing is not considered the conventional method, yet
the United Kingdom (UK) has a substantial past to use this method. Community led
housing has developed as a collection of fragmented movements which had a
coordinated approach to define or promote the housing sector. Cooperative
collaboration identifies the available affordable housing to carry out a joint venture;
community-led housing helps to provide suitable affordable housing focusing on the
needs of local people. This type of housing model directly improves the quality and
value of available housing stock along with giving ownership of property to the
communities. It also enhances the skills and employability of the locals through local
supply chains, which ultimately strengthens communities, by enhancing their

confidence, capacity, and size in future.

2.5.3 Co-housing

Through this model, households have an independent home; however, they manage
and maintain their community and shared activities together. This model allows
residents to perform their community and shared activities at a common place within

the premises of the housing development.

2.5.4 Community Land Trusts (CLTs)

As name suggests, community land trusts (CLTs) are owned and managed by the
community, housing projects are developed by community organisations to meet the
community needs. These community developments, housing estates, community

facilities and other property assets are made available to the community at a
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sustainable affordable level. The Citizens UK have launched the first urban land trust
called St. Clément’s East London Community Land Trust. This trust provides 23 new
homes in London at a third of the open market price. The price will be linked to the
local rent and a further 229 new homes will be sold at market value to fund the
housing scheme. Buyers/owners are obliged to sell their house back to the trust if
they want to move elsewhere. The Citizens UK targets to build 5,000-community
land trust homes by the year 2025. There are almost 200 registered CLTs across
UK, generally in the countryside where farmers sell their few acres of land for

housing developments.

2.5.5 Community self-build

This model encourages individual households and groups of households to work
together to build their own affordable homes. This model can also be mixed with
other models, but the emphasis always remains on supporting and helping one
another through the process. This idea has been broadly adopted by the
Netherlands Government to build demand-driven homes on a small scale. Through
this scheme, the local council provides the plot of land to low-income households.
At the acquisition of a plot, the owner has a choice of a few ready-made, ready built
options. To support the project the Netherlands Government has relaxed housing
and planning regulations. Final road provision and the landscaping are only carried

out once the individual homes in each block have been completed.
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2.5.6 Housing cooperatives

In the cooperative housing organisations, the members (residents) democratically
manage and control their homes in matters such as rents, repairs and who joins and
leaves. In the UK, many housing cooperatives also own their properties’ assets
collectively. This type of housing has shown the highest level of satisfaction as
recorded in a report in 2009, yet it makes up only 0.6% of housing stock here, as

compared with 15% in Norway and 18% in Sweden (Roberts, 2016).

2.5.7 Tenant management organisations

As name suggests, tenants or the residents take responsibilities to manage existing

properties owned by the housing associations and local authorities.

2.5.8 Empty homes doctor

In the year 2013, Leeds Council set up an initiative to restore and refurbish empty
homes to a living standard. A team made up social care workers, the officials of the
local authority’s empty homes department, solicitors, roofers, estate agents and
decorators worked together on some empty homes in their local area. It has been
reported that the free service was subsidized by the Leeds local council and the
team generated almost £350,000 of trade for businesses; 59 houses were brought
back to life and made usable; so far more than 100 houses have been refurbished

and renovated since set-up of this scheme.
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2.5.9 Self-help approach

This is a similar approach as the ‘empty home doctor’. Through this approach, the
end-user restores the empty property on a self-help basis and restores it to a liveable

standard. This scheme helps individuals and broadly benefits the communities.

2.5.10 Micro buildings

This technique has been tried in the New York; initially 55 units have been
developed; the units are made of concrete slabs and steel frames prefabricated and
manufactured off-site. An apartment comes with high ceilings and measures
between 250 square feet (ft?) (23 square metres: m?) and 370 ft?, and has built-in
beds, sofas and storage, etc. The apartment building has an on-site gym, roof
terrace, and community room and storage lockers. Monthly rent for these affordable

apartments is about £600, as compared with £2,200 local rent in Manhattan.

2.5.11 Batigére foundation housing network, France

This initiative was started in Metz France; the focus of this network of social housing
bodies is to proactively promote economic development and equal opportunities
within the community. The idea behind this network is the recognition of all related

housing affordability concerns.
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2.5.12 The Vienna models

‘Housing is a basic human right’ (UN-Habitat, 2008; ILO, 2014); this is the motto of
this model. In the Austrian capital 35% of the housing stock is limited-profit housing
association and 25% belongs to social housing. Lower-income households can
secure their tenancy for life through this type of social housing; social housing
promotes mixed communities and there is no stigma attached. Very high-profile
architects such as Lord Norman Foster of Thames Bank are enlisted for these
projects to provide good quality design. Rents are subsidised and funded by land
tax and other taxes. Landowners are obliged to use or develop their land; otherwise,
unused lands and sites are taxed at a higher rate than normal. Tenants’ rights are

protected through the local legal framework for this model.

2.5.13 De Rokade Sheltered Housing, the Netherlands

This is a private residential initiative developed in Groningen, Netherlands that
aimed to provide a mixed-use housing to younger and elderly people alike. De
Rokade has all types of housing that includes more than 200 nursing and day-care
rooms and a kindergarten accommodation. Rokade Tower has its own ‘town square’
and a cafeteria that serves all generations and encourages mixing within the
community. In contrast to many other affordable housing developments for the
elderly, this initiative avoids an isolationist ghetto approach.

Various examples of this housing innovation can be seen around the world for
example condominiums in Bangkok Thailand. The theme embraces residents’

involvement in the housing project, fewer restrictions and flexibility in planning to

Ppg. 59



encourage revolutionary housing ideas and investment. Too often housing and land
have been turned into lucrative investments disproportionate to the wages and
incomes of most of the population. Instead, there needs to be a shift to providing

housing for real communities.

2.5.14 My first home scheme (PR1MA)

According to Suhaida et al. (2011) in the 2010 Budget, the Malaysian government
emphasised to increase the home ownership amongst the people. Some affordable
houses were built under Perumahan Rakyat 1 Malaysia — also known as My First
Home Scheme (PR1MA). This scheme presented a socio-economic and strategic
housing development model; according to this housing model, a decent housing
society has infrastructure, amenities, and utilities, recreational, educational and
clinical facilities as their normal features. Later, the Malaysian Government passed
an act called ‘Perumahan Rakyat 1 Malaysia act 2012’, to promote and spread this
scheme in the urban areas of Malaysia (Government of Malaysia, 2012; Labin, Che-
Ani and Kamaruzzaman, 2014).

The Malaysian government has taken an initiative to revamp the abandoned housing
projects around the country. The government also has increased the supply of low-
cost housing units. An employees’ provident fund (EPF) scheme has been
introduced which allows the contributor to use the existing funds and future savings
for financing a house with a higher price value or to buy an additional house.

The term ‘affordable housing’ differs across housing markets, but largely it is based

on the financial capability of a household (the share of household income devoted
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to housing expense). It is difficult to establish the income level to determine the
affected income groups and to offer them required housing assistance to provide
them socially acceptable housing. Affordable housing should consist of a range of
sizes, housing tenures (rental and purchase) and adequate housing affordability
thresholds that consider households with different incomes and family sizes in the
locality. Mostly, ‘housing affordability’ is defined as housing expenses that use no
more than 30% of household income per month (this will be further discussed in the
housing affordability section).

‘A basic socially acceptable standard housing unit is defined by a particular
community’s view of what is required for decent living and this varies by city’
(Woetzel et al., 2010). However, the required floor space and location reflects end
users’ choices, house price, and regulatory constraints. Acceptable affordable
housing should also contain basic amenities (drinking water, a toilet, clean
environment) as well as access to essential medical and social services such as
schools etc. It has been established that the location is a critical housing affordability
criterion; a suitable housing unit should not be more than an hour's commute from a
city and centres of employment for the end user.

Economic, social and environmental criteria of housing affordability should be
included in housing policy, particularly for the type of households that require support
to buy or rent an affordable housing. Based on the data analysis, great care is
needed when defining the affordable housing, for example for an affordable housing
unit, too high floor-space could result in higher priced units for low-income end-users

which may push them into the informal housing (shanty towns etc.) sector.
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2.5.15 Public-Private Partnership (PPP or 3Ps)

Growth in population, poverty, government accountability, corporate integrity and
modern technology and innovation demand a better governance and policy in order
to find a viable resolution for a sustainable future. Public-Private Partnership (PPP)
provides an inclusive, participated, structured approach by public agencies to reform
government policies to collaborate in a business climate with the help of the private
sector, where public institutions are underperforming. Public agencies that
collaborate with the private sector are more likely to propose reliable reforms and
earn support for their strategies and policies. A PPP project in general is an equity
joint venture between the private sector and the government. As an alternative
solution of government financing, the public agencies acquire a capital asset to
provide a public service. The private sector as an individual business establishes
the asset in terms of design, investment, construction, maintenance and operation
of the facility, and then hands it over to the public sector. PPP models involve the
funding, development of infrastructure, along with its operation and maintenance
provided by the private sector. The private sector gets its investment recovered by
charging levies to the consumer that are linked to performance of the facility. There
is substantial misperception and difference of views among patrons as to what
precisely constitutes a Public-Private Partnership (PPIAF, 2012). Generally, not
everyone has the same level of understanding about PPP due to the absences of a
precise and unified definition (Poggesi, 2009; Reim, 2009). ‘PPP’ means a
partnership between the public sector represented by a government agency and a

private party for the provision of an infrastructure facility or service with a clear
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allocation of risks between parties. PPP agreement means a contractual
arrangement which is made between a Government Agency and a private party”

(The Punjab Gazette, Government of Punjab, Pakistan, 2009).
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Table 2.1: Affordable housing global best practices

Model

Country

Features

References

UK, Canada, USA,

Al Shareem et al., 2014) originally presented by

Community support based approach Austrailia, Pakistan  [Community and the private sector support (Drakaskis-Smith 2012
) Community lead housing projects for after Self-supportive and resilient local communities, helping people to leam [Roberts, 2016, British Social Housing Federation,
care of the development England new skills 2016
Independent homes, tenants manage and maintain their community  |Roberts, 2016, British Social Housing Federation,
3 . . . i
Co-housing United Kingdom and share activities together 2016
4 . . o . " ,
Community land trust England Developed by community organisations to meet the community Citizens UK and St. Clément's East London, 2019
. Groups of households work together to build their own affordable
5 |Community Seff-help approach
Netherlands homes
. . UK, Norway, Sweden, [Housing organisations, the members (residents) democratically Roberts, 2016, British Social Housing Federation,
6  |Housing cooperatives . .
Pakistan manage and control their homes 2016
7 |Tenant management orcanisations Roberts, 2016, British Social Housing Federation,
d g United Kingdom Tenants or the residents take responsibilities to manage existing propel 2016; Leeds District Council, 2013
8 |Empty home docotor Local authority’'s empty homes several people worked together on Roberts, 2016, British Social Housing Federation,
P United Kingdom some empty homes in their local area 2016; Leeds District Council, 2013
9 [Selfhelp approach United Kingdom Same as the ‘empty home doctor
10 [Micro buildings USA Units are made of concrete slabs and steel frames prefabricated and manufactured off-site
1 Batigere foundation model France: to Promote economic development and equal opportunities within the
create opportunities within community France community Metz France, Robert, 2014
1 Vienna model: provision of housing with
limited profit margin Austria Limited-profit UN-Habitat, 2008; ILO, 2014
13 |De-Rokade Netherland Model Netherlands, Thailand |Accommodate elderly and pensioners Roberts, 2016
14 |Use of PR-1-MA Malaysian Model , To revamp old housing stock and unused land (Goverment of Malaysia, 2012; Labin, Che-An
Malysia and Kamaruzzaman, 2014
. . (PPIAF, 2012; Poggesi, 2009; Reim, 2009; The
15 - . .
Public-Private partrership Pakistan PP Government of Punjab, Pakistan, 2009.
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2.6 Usage of the Global Housing Best Practices in Pakistan

There has been an important design and planning concern from a policy perspective
to tackle the growth of population all over the world, this growth has been seen at a
higher pace near the peripheries of major cities (Mattingly and Morrissey, 2014).
Provision of affordable housing is an international crisis, especially in developing
countries, and different countries have their own housing concerns and issues that
differ from one another and vary from area to area (Javaid, 2016; Roberts, 2016;
Cohen, 2017; Hasan and Arif, 2018). On the contrary, in some developed countries
there are empty houses in some areas with fewer amenities and resources to make
them useful for housing needs.

According to Professor Charles Egbu, the Dean of the School of Architecture at
London South Bank University, the current housing crisis is not only due to the lack
of governmental will to finance the social housing. There is also a huge skill shortage
in the construction industry; planning restrictions, red tape and a tax and benefits
system which has failed to finance the provision of affordable, sustainable, high-
quality housing. Building cost effective housing has been contradictory to the design
and quality (Zou, 2014).

Therefore, in the Section 2.6, through the global best practices, new design, financial
mechanisms and construction techniques are being explored and some
recommendations and suggestion are made through the affordable housing
framework. As explained in the earlier sections, over time, several traditional models
of housing provision have established their own role to serve several communities

with their explicit features. Some of these models are alike or intersecting and
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overlapping and have some dissimilarities and differences. The review of these
models will be helpful to offer single or combination of models to be offered in the
housing framework for Pakistan. Pakistani housing stakeholders and community

groups can pick and mix different models to address their own needs.
2.7 Affordable Housing: Impact on Household

Housing affordability has manifold relationships to all the other aspects of the
individual’s life and wellbeing. Evidence is available which shows the particular
relationship of health and education to affordable housing (Dowall and Ellis;
Malpezzi, 1999; Research, 2009; Nenova, 2010; Kuang and Li, 2012; Kuang,
Taltavull and Li, 2012; Kalia, 2013; Pivo, 2013; Gopalan and Venkataraman, 2015;
Hjort and Widen, 2015; Marom and Carmon, 2015; Gerrity, 2016; Javaid, 2016).
Better environment and lifestyle improve the wellbeing of individuals; life expectancy
(Gopalan and Venkataraman, 2015); and controlled crime rates (Maliene and Malys,
2009; Prochorskaite et al., 2016).

Affordable housing has substantial economic impact on the end users’ household
income, savings and employment (Calnan, 2015; Gopalan and Venkataraman,
2015). Provision of affordable housing is a fundamental element at individual, city,
national and international level. Affordable housing can be used as an attraction to
the median income-earner who can be a vital part of labour force to drive a city to
economic success. Available affordable housing for low-income households is one
of the criteria to a stable progress in a country. On the other hand, unaffordable
housing creates severe effects and disparities in the economy and create a bubble

in the housing market consequently.
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2.8 Asian property market indicator and Housing Crisis in Asia

The United Nations (UN) Centre for Housing Development also known as the Habitat
has estimated that almost one third of the urban population of the third world
countries, live in an absolute poverty. The Habitat suggested that an active housing
policy along with social investment and economic strategies are the way forward to
meet the requirement for housing problems.

On a positive note, in recent years, an upwards market trend has been observed in
real estate business especially in India and Pakistan. On the other hand, this price
rise has hit hard to low and middle-income households. It significantly compromised
their affordability to buy or rent a decent home. An exceptional growth in South Asian
property prices has been recorded in the last couple of decades as shown in Table

2.2.
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Table 2.2: House price comparison of South Asian countries

Country Price

Afghanistan | $15 to $20 per square foot. High-income dwelling prices stand at
$19 per square foot. Home improvement range between $100 and
$5,000 per housing unit

Bangladesh | The least expensive residential land in Dhaka costs approximately
$27 per square foot, and upscale areas can be priced as high as
$60 per square foot.

India The urban housing prices have risen by 30 percent annually;
salaries have increased by an annual average of 20 percent over
the last two years. In South Mumbai, the price per square foot
increased from $215 in 2004 to $430 in 2006. In central Delhi, land
price per square foot doubled from $193 in 2005 to $387 in 2006.
For a typical property in Mumbai, affordability has declined from
4.4 times in 2004 to 5.5 times in 2006 (and prices declined in 2008,
resuming their ascent thereatfter).

Pakistan The costs range from $9.6 to $12.0 per square foot for low-cost
housing, from $16.7 to $19.1 per square foot for middle-cost
housing, and PKR 26.3 to PKR 35.8 per square foot for high-end
housing.

Sri Lanka The cost of construction increased about threefold between 1990
and 2005. Building materials that registered substantial price
increases since 1990 include sand (1,070 percent), timber (568
percent), and bricks (678 percent). Labour cost increased by nearly
250 percent during the period.

Source: The House Price Comparison, a World Bank survey report (Nenova,
2010)

According to United Nations Population Fund (2001), the world’s population is
expected to reach 10.9 billion by 2050, it is an alarming number and is worse than it
seems. In developing countries, almost 90% of the population has been forecasted
to occur in the next two decades. Presently, almost one sixth of the global population
lives in slums in developing countries (Kwofie, Adinyira and Botchway, 2011). Figure

2.3 gives a continental population growth comparison.
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Figure 2.3: 100 years of continental population growth between 1950 and 2050
Source: (Majale, Tipple and French, 2011)

As shown in Figure 2.3 the growth in Asia's total urban population is considerable
comparative to other regions of the world. The urban cities’ population in Asia in the
1950 has was around 229 million and has soared to up to 1.5 billion over the period
of 60 years. Mumbai, Dhaka, Delhi, Jakarta, Karachi, Kolkata, Seoul are the fastest
growing cities around the world; on the other hand, Western European countries are
the slowest in becoming urbanized (Majale, Tipple and French, 2011). Globally,
housing has a profound impression on the physical and socio-economic character
of a community. Housing people on a national scale is one of the major issues in

most countries (Turner and Fichter, 1972), and Pakistan is no exception to it.
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2.9 Housing in Pakistan

Related and relevant literature to establish the housing situation in Pakistan (a full
list of the literature reviewed on affordable housing research including affordable
housing in Pakistan has been presented in Table 2.7) was reviewed:

Market mechanism determines the locational choices for housing development
(Shaikh, 2016). In Pakistan, the urban rich live close to the city centres or major
places of employment, while the urban poor reside along urban edges and
peripheries. The poor are being pushed to distant peri-urban locations, which
substantially increases commuting costs (Majale, Tipple and French, 2011).

Land has become a commodity and is not considered a social asset. Land supply
for housing cannot be governed by the government alone, therefore, the role of the
formal and informal private sector has become extremely vital and land markets
have become a strong recipient of capital investment (Haq, Khan and Khurshid,
2013). Urban sprawl and extension of low-density low-rise development promotes
speculation and diminishes the utilization of geographically advantageous locations
in cities.

Cost of building and construction material is one of the major issues in most
countries around the world. The price rise in construction material causes increased
housing price and rent which consequently affect a layperson’s ability to buy or rent
a decent housie of their own choice. In the major cities of the world such as
Shanghai, Mexico City, Moscow, Mumbai, Karachi, Accra, Lagos, etc., around 50%

of their population lives in crumbling homes, slums or on pavements; and more than
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100 million people have been estimated to be homeless (Kwofie, Adinyira and
Botchway, 2011).

Property tax in Pakistan is imposed by the provincial government that is levied on
the value of the property (Sharafat and Sharafat, 2016). Table 2.3 gives an idea of
the tax regime in Pakistan. Generally, it was levied at a 10% flat rate on the value of
the property; however, recent government has introduced 25% of the annual rental
value of the property and in all the provinces tax rates vary. In the province of Punjab,
property tax is levied at a progressive rate. 25% flat rate property tax is levied on
yearly rental value of building and land in the province of Sindh (Zameen.com,
2019). The new amendments 2018-19 in Income Tax Ordinance 2001 have caused
a severe effect on the housing market (Zameen.com, 2014; Gerrity, 2016;
Zameen.com, 2019). This effect is becoming more visible and is affecting the
property valuation; there is a downwards trend in the housing and real estate market
and the investors are only speculating with no intention to participate in the real

estate market.

Table 2.3: Income tax regime for the year 2014

Tax rate

Taxable income PKR (US$)

Up to 400,000 (US$ 3,810) 0%
400,000 — 750,000 (US$ 7,143) 10%
750,000 — 1,500,000 (US$ 14,286) 15%
1,500,000 - 2,500,000 (US$ 23,810) 20%
2,500,000 — 4,000,000 (US$ 38,095) 25%
4,000,000 - 6,000,000 (US$ 57,143) 30%
Over 6,000,000 (US$ 57,143) 35%

Source: Global Property Guide (2017)
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The buying demand is diminishing and sparking a slump in the real estate market in
Pakistan (Pakistan Times 2016; Javaid, 2016).

The Income Tax Ordinance 2001, according to Javaid (2016) has resulted in almost
16,000 out of 18,000 housing developers moving their operations abroad for
alternative opportunities and have quit the local real estate market. The remaining
housing investors have adopted a wait and see strategy. Currently, the worst
affected are the short-term investors and commercial and common buyers are wary

in doing any new buying and selling.

In Pakistan, credit is essentially tied to collateral assets, which excludes all those
who do not own any land title, and no credit support mechanism exists for providing
urban poor access to the land market (Javaid, 2016; Sharafat and Sharafat, 2016;
Islamabad, 2018). No credit facilities exist for the urban poor through the formal
banking structure; loans of small amounts are not granted by the financial
institutions, access to formal finance is 14% and housing finance to GDP ratio is 1%

approx. (Nenova, 2010; Rizvi, 2010; Tariq, 2011, Tariq, 2012; Tariq, 2014).

The real estate sector is an important part of the Pakistani economy; annually almost
$5.2 billion is spent on construction, which makes the 2% of the total GDP of the
Pakistani economy (Javaid, 2016; Pakistan Times (2016). Federal Bureau of
Revenue Pakistan (FBR) implemented and introduced an amendment in the
Housing Tax Ordinance 2001. The new amendments to the Income Tax Ordinance-

2001 via the Finance Act 2016 amended on 1t Jul 2016, give all rights of evaluation

pg. 72



of property and the land to the State Bank of Pakistan referred as the FBR’s Inland

Revenue department, instead of the provincial governments.

2.9.1 Some indicators for housing needs in Pakistan

It is a fundamental phenomenon that housing need of a country evolves as a
corresponding measure of the population. The population of Pakistan is around 180
million (estimated at July 2014) and ranks number six in the list of countries by
population, Table 2.4 gives some key statistical indicators of Pakistan. Due to the
changing family structure, the number of households is increasing at a rate of 3.3
per cent of the existing households. Overall population increase rate is 2.6%; the
population density is 233 people per km?; 37% of the population (68, 888, 535 people
in 2014) lives in urban areas; 45 per cent population in urban Sindh and 50 percent
in urban Punjab lives in one room house, on average 3 people share a room; urban
population increases at the rate of 4.7%. Only 53 per cent of the population have
access to a water source in urban Pakistan, which is not necessarily drinkable; only
25 percent have access to sanitation (Gerrity, 2016; Shaikh, 2016; Sharafat and
Sharafat, 2016; Shaikh, 2017; Hasan and Arif, 2018; Islamabad, 2018;
Zameen.com, 2019).

Gerrity (2016) presents the comparison of prices for the plots of land in several
housing societies of three major cities of Pakistan. Some prices have also been
extracted from Pakistan’s largest property portal and database known as

Zameen.com:
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Lahore — In the year 2014-2015 the price for one kanal plots in Bahria Town
increased by 13.91% bringing its average price up to 11,291,147 PKR (107,791.38
USD or 77,029 GBP). The price of one kanal plot did shoot up by 9.06%, Lahore
Development Authority (LDA) Avenue 9,632,064 PKR (91,952.88 USD). The
Defence Housing Authority (DHA) is part of the cantonment area, the average price
raised 14,881,211 PKR (142,069.27 USD) and is a small 0.29% decrease from last
year on the other hand Wapda Town exhibited a 7.25% rise in the prices at an
average price for these plots of 15,564,745 PKR (148,589.45 USD), indicating that
2015 was a phenomenal year for this city’s real estate market in the city of Lahore
(Gerrity, 2016; Zameen.com, 2019).

Islamabad — the capital's Sector F-11 displayed striking numbers in 2015 as rate of
plots climbed by a strong 15.99% which fetched the price of these plots to a
remarkable 52,346,961 PKR (499,732.32 USD). DHA Islamabad presented a
development of 9.39% and pushed the average price of one kanal plots to
12,515,396 PKR (119,478.72 USD), Bahria Town housing society stayed stagnant
posting a 2.63% rise, keeping the average price of plots almost the same 1,868,293
PKR (113,301.13 USD). Sector E-11 recorded a 5.52% rise bringing the price up to

37,717,494 PKR (360,071.54 USD) (Gerrity, 2016; Zameen.com, 2019).

Karachi — property market saw mighty growth in 2015, most neighbourhoods in the
city of lights exhibited notable statistics, only Bahria Town Karachi snaked in the
other direction and registered a 9.74% drop for the 500 yard plots category; the end
of the year price marked at 5,789,565 PKR (55,270.31USD). DHA Karachi

presented a 15.87% rise and brought the average price of 500 yd? plots to
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37,011,238 PKR (353,329.24 USD). Gulshan-e-lgbal recorded an enormous
19.56% increase, which pushed the average up to 24,572,062 PKR
(234,578.16 USD).

The average price of DHA City Karachi (DCK) 500 yard? plot came up to 4,383,367
PKR (41,845.99 USD), which was an unbelievable 66.71% price escalation from the
previous year; in terms of price increase it is almost a 2,000,000 PKR (19,093.08
USD) Gerrity (2016) presents the comparison of prices for the plots of land in several
housing societies of three major cities of Pakistan:

Lahore — In the year 2014-2015 the price for one kanal plots in Bahria Town
increased by 13.91% bringing its average price up to 11,291,147 PKR (107,791.38
USD or 77,029 GBP). The price of one kanal plot did shoot up by 9.06%, Lahore
Development Authority (LDA) Avenue 9,632,064 PKR (91,952.88 USD). The
Defence Housing Authority (DHA) is part of the cantonment area, the average price
raised 14,881,211 PKR (142,069.27 USD) and is a small 0.29% decrease from last
year on the other hand Wapda Town exhibited a 7.25% rise in the prices at an
average price for these plots of 15,564,745 PKR (148,589.45 USD), indicating that
2015 was a phenomenal year for this city’s real estate market in the city of Lahore
(Gerrity, 2016; Zameen.com, 2019).

It is unnecessary to say that the year 2015 clearly witnessed price rises in the
property market, especially in in Karachi’s real estate. It has also been speculated
that in 2016 Karachi would continue their property price roaring upwards so would

the city of Lahore and Islamabad.
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It is very ironic that all these housing societies in major cities of Pakistan presented
above were started as low cost housing for the less privileged. The land mafia sharks
bought all the plots and resold them again that resulted in a soaring property price
bubble that is unaffordable for low to middle-income households. If comparing the
market price of Pakistan’s property (city of Lahore) (Nenova, 2010) with price
presented by (Gerrity, 2016), it is obvious that there has been a roaring up steep
property price trend, the cost of a high end plot of land (Bahria Town Lahore) is now
almost 2100 PKR per square foot as compare to 35 PKR per square foot in year
2010 as presented in the World Bank’s report. The World Bank’s report further states
that India has effectively stabilised the land price intensifications by prudently hewn
urban planning and land-use strategies that gives a chance of housing affordability
to lower — middle income households (Nenova, 2010).

Currently, Pakistan is going through its evolving phase and facing many internal and
external challenges. Most Pakistani inhabitants live under the poverty line (UNO);
take home salary for a general labourer of a manufacturing or construction site is
about $50 a month or below $1.50 a day. It is imperative to understand the diversity
and range of opinions regarding the affordable housing concepts. An affordable

housing development should satisfy the end users’ social need.

Table 2.4 shows that there is a shortfall of almost 8-9 million units, 6 million of which
are concentrated in the lower middle-income group; there is an acute need of 0.7
million units supply per year (Javaid, 2016). Major cities like Lahore, Karachi and

Islamabad are facing high rate of urbanization — Karachi’s current population is 16
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million plus, which is growing at a rate of 7 — 8% per annum. Karachi alone needs

100,000 new housing units per year to meet natural growth, cover backlog and the

urbanization pressure.

Table 2.4: The key housing statistics of Pakistan

Key statistics about Pakistan

Region South Asia

Population of Pakistan 185,132,926 (estimated atas of 1st July
2014)

Total world population ratio and rank | 2.56%. Pakistan ranks number 6 in the list

of countries by population

The population density

233 people per km2. 37% of the population
is urban (68,888,535 people in 2014)

The median age in Pakistan 22.8 years
Overall population increase 2.6 percent
Urban population increase 4.7 percent
No. of people per room in an average | 3
household

Access to formal finance 14%

Housing finance to GDP ratio

Approximately 1%

Housing shortfall

8 million units, 6 million of which concentrated
in lower middle-income group

Housing supply per year

0.3 million units

Total housing needs

0.7 Million units per year Major metropolitans
like Karachi are facing high rate of
urbanization — Karachi population 16 million
and, growing @ of 7-8% pa. Nearly half of
Karachi's population is squatter settlements
(around 600-800). Karachi alone needs
100,000 new housing units per year to meet
natural growth, cover backlog & urbanization
pressure.

Source: Gerrity (2014)
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2.9.2 Challenges of affordability in Pakistan

In recent years, a fully market-oriented housing market has emerged in response to
the economic transitions in Pakistan. The residential housing market expansion in
Pakistan has been supplemented with higher inflation rate and house price
appreciation, urbanization, and an escalating demand for housing due to foreign
investments through non-resident Pakistanis (NRPS).

As explained in Section 1.7 of Chapter 1, OECD nations are progressively
recognising the necessity for a wider and more incorporating understanding of
housing (Fisher, Pollakowski and Zabel, 2009). Private-sector provision of finance
has been sparked by the limited ability of governments to meet the growing demand
for affordable housing in both developed and developing countries, especially
Pakistan. Provision of affordable housing cannot be fulfilled only by the government
efforts; one such approach involves the non-government sector in the setting-up and
operation of privately funded affordable housing facilities. Affordable housing is one
of the major challenges faced by the UK and other countries around the world

(Mulliner and Maliene, 2012).

2.9.3 Household Structure in Pakistan

An end-user in this research is a person, with an intention to occupy the space to
abide, live and perform day-to-day activities. The end-user, in the context of this
research project is a member of the household, whose household income is around
$50 (Rs. 5235.50) a month. This shows the severity of the problem as Yates and

Gabriel (2006) defined lower-income households as those with a disposable income
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of less than $367 a week. Household structure and income system has been
explained in the following section, the idea has been borrowed from (Statistics,
2015):

Household — a household, where the single person makes provision for all her/his
own fundamental items of living including food and other basics of living, without
combining or sharing it with anyone else and without any dwelling of residence
elsewhere. A household with multi-persons could include a group of two or more
individuals who make provision for essential items of living and food and who are
without usual place of residence elsewhere. The individuals constituting the group
may be unrelated or related or a mixture of both; the group may have a collective
budget to a lesser or greater extent to pool their incomes to use collectively. The
common criterion in identifying the members of a multi-person household is whether
the members of the household eat and live together and do not have their usual
place of residence elsewhere.

Head of the household — In general, in households with family members such as
husband, wife, unmarried and married children forming a single household, the
husband is practically considered as the ‘head’. In addition, when either parents or
siblings (brothers and sisters) comprise a household, the household members
generally consider the eldest daughter/son or a parent as the head. Either the eldest
household member or the respondent member is selected as the ‘head’, when a
household consists of several unrelated persons. In private or special dwellings unit
the resident person in-charge (e.g. warden/manager) may be considered as the

‘head’. A sole person in a household is considered as the head of the household. As
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mentioned above, if a group of persons eat and live together, the head of the
household is chosen by the household members.

Household members - all the household members are such individuals or persons
in a group in a household (related or unrelated to each other) who live and eat
together and consider the dwelling space occupied by them as their usual place of
residence. All the members of the household who normally eat and live in the
household and are present (at least for one year ) and those who are temporarily
absent due to a reason such as, travelling for business, visiting, attending
educational institutions, on a visit abroad, admitted to hospital, etc., are considered
as the household members.

Temporary visitors, temporary boarders and lodgers, maids/servants and guests,
transients, etc. consider their usual place of residence to be elsewhere.

In a household, family members consist of husband, wife/wives (up to four wives are
legally allowed in Pakistani Sharia Law), unmarried daughters and sons. Other direct
dependent relatives include parents, unmarried Dbrothers, sisters,
divorced/separated sisters and daughters staying in the household. Other related
persons from extended family, maids/servants, tenants/boarders and lodgers who
have no any other place or dwelling for residence elsewhere and who live/stay and
eat within the household as a paying member or without payment, are considered
members of the household, however, they are not part of the family.

Unavailable members of the household such as non-resident Pakistanis (NRPs) or
migrant, workers, working in the Middle East and other foreign countries, are not

taken as a part of the household, however, their income (received as foreign
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remittance, and made available to spend in the household) is included, also, due to

their absence, expenses and consumptions do not include on their account/behalf.

2.9.4 Slums, squatter settlements & Kachi Abadis

Nearly 50% of Pakistani population in major urban centres lives in slums, katchi
abadis and squatter settlements. The situation is alarming as the expansion of katchi
abadis in the last decade has picked up pace despite the decision of the Government
that katchi abadis would not be regularized after 1985. The mushrooming growth of
slums and katchi abadis in urban areas is the product of unprecedented population
growth, rapid urbanization and large-scale influx of refugees forcing unauthorized
encroachments on urban spaces especially state land including strategic, hazardous
areas in and around river beds, abutting on nallas (sewage canals), near railway
tracks and the like. Poor estate management by the Land-Owning Agencies (Loans)
coupled with poor development controls adds to these problems. As the utilities and
services in the katchi abadis are not documented, kunda systems (stealing electricity
with a hooked cable) for electricity in Karachi and Lahore and illegal connections of
water are a major burden on the utility agencies and multiply their losses and create
a financial burden.

In addition, there is a shortage of the suitable land for housing particularly near city
centres and in and around urban areas. Unrestrained trends of property speculation
resulting in higher land prices; virtually causing a non-availability of affordable land
for low-income households. ‘Land mafia’ (mafia who occupies the land illegally) in

connivance with the Government bodies and agencies play a critical role which

pg. 81



enhances the suffering of the poor and lower income groups residing in these

squatter settlements, katchi abadis and slums.

2.9.5 Financial products

Non-availability of housing funding at an affordable mark-up (bank interest rates) is
another example of the housing stock deterioration. Lack of finance is one of the
major constraints in new affordable housing developments’ growth and
maintenance. The public sectors’ share of housing development is flimsy and is
declining. The activities of the financial institutions such as banks, investment and
insurance agencies have been confined because they cannot offer affordable mark-
ups for most of the low earning population; therefore, their financial products are
limited to a narrow market of high-income groups. House Building Finance
Corporation (HBFC) is the only official housing finance institution; which is also tied

to several constraints.

2.9.6 Cost of building material

High cost building material and lack of modern technology the cost of construction
material has skyrocketed due to the inflationary drifts in the economy. NHP also
referred to a survey; that indicates a mounting gap of income-shelter. This gap is
inevitably deteriorating affordability, hitting hard especially households with low
income; these are the 81% of households who have an income of below PKR 7000/-

(USD 60) per month.
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This industry lacks in adaptation of modern technology, innovation and materials;
due to absence of the support and funding this industry lack of research has resulted
in skewed and extravagant investment patterns in new constructions and
development and causing unreasonably high building construction costs.

Code of standards and procedures - NHP sense that there is a need for building,
construction planning and construction procedures whereas these are also required
to be restructured and streamlined. In addition, there is a dire need of coordination
amongst the building agencies such as development authorities, local municipality,
cantonment boards, in terms of institutional collaboration and functionality regarding

the built environment.
2.10 Some indicators for housing needs in Pakistan

The News (2015) reported that the Prime Minister of Pakistan Mr. Nawaz Sharif
acknowledged at a conference that Pakistan was facing a gigantic challenge of
housing backlog. It has been estimated at around nine million units of which a large
part pertains to the economically disadvantaged families and members of the lower
middle class.

The population of Pakistan is around 192 million estimated at July 2016 as shown
in Table 2.5. It ranks number 6 in the list of countries by population. In recent years,
due to the changing family structure, the number of households is increasing at a
rate of 3.3 per cent of the existing households. Table 2.5 shows the total population
of Pakistan as of the 15t day of July each year from the year 1950 to 2016, as per
the data, overall population increase rate now is 2.6%. The population density is 233

people per km?; 37% of the population (68, 888, 535 people in 2014) lives in urban
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areas; 45 per cent of the population in urban Sindh and 50 per cent in urban Punjab
lives in one room house, on average 3 people share a room; urban population

increases at the rate of 4.7%.

Table 2.5: Chronology of Pakistani Population

Current (2016) and Historical Population of Pakistan

Yearly . . - . Country's Pakistan
Vear Population % Yearly Migrants [Median | Fertility | Density Urban Urbar.l Share of Worlc_l Global
Change (net) Age Rate (P/Km?2) Pop % |[Population | World Population
change Pop. Rank
2016 192,826,502| 2.07%| 3,901,628(-147,565| 22.7 3.65 250 38.90% | 74,986,621 2.59% | 7,432,663,275 6
2015 188,924,874| 2.13%| 3,776,191(-216,400( 23 3.72 245 38.60% | 72,920,650 2.73% |7,349,472,099 6
2010 170,043,918| 2.09%| 3,337,507(-259,300( 21 3.98 221 37.30% | 63,369,630 2.61% |6,929,725,043 6
2005 153,356,383| 2.10%| 3,021,179(-179,300( 20 4.23 199 35.80% | 54,863,424 2.50% | 6,519,635,850 6
2000 138,250,487| 2.43%| 3,130,148(-145,700| 19 4.99 179 34.50% | 47,687,034 2.41% |6,126,622,121 7
1995 122,599,749| 2.64%| 2,998,422(-225,700( 19 5.67 159 32.90% |40,333,123| 2.31% |5,735,123,084 8
1990 107,607,639| 3.15%| 3,088,515 28,000 19 6.3 140 31.60% | 33,967,023| 2.22% |5,309,667,699 8
1985 92,165,065| 3.37%| 2,818,616| 269,000| 19 6.44 120 30.20% | 27,813,268| 2.08% |4,852,540,569 9
1980 78,071,984| 3.17%| 2,256,098 140,000| 19 6.6 101 28.80% | 22,448,238 1.92% |4,439,632,465 10
1975 66,791,496| 2.83%| 1,739,451| -27,600| 19 6.6 87 26.90% | 17,952,986 1.81% |[4,061,399,228 10
1970 58,094,239| 2.70%| 1,449,093| -42,000] 19 6.6 75 25.30% |14,692,753| 1.75% | 3,682,487,691 10
1965 50,848,775 2.51%| 1,187,393 -1,700| 20 6.6 52 15.80% | 8,035,464 1.68% | 3,322,495,121 14
1960 44,911,810 2.13% 896,948 -3,300f 20 6.6 58 22.40% 10,066,423 1.63% |3,018,343,828 14
1955 40,427,072| 1.49% 576,938 -1,700] 20 6.6 52 19.90% | 8,035,464| 1.60% | 2,758,314,525 14

Source: (Worldometers - Elaboration of data by United Nations, 2015)

Only 53 percent of the population have access to a water source in urban Pakistan,
which is not necessarily drinkable; only 25 percent have access to sanitation.

In Pakistan, almost 60.19% of the total population is living below the poverty line
and an average household income of such families is up to $50 dollars a month
(Kakakhel, 2014). Government of Pakistan has been unable to meet the demand
and need of increasing population and provide affordable housing for such

households. ‘... The governments mostly fail to facilitate poor and remote areas’
(Sohail & Cavill, 2010). Private-sector’s provision of finance has been sparked by
limited ability of the government to meet the growing demand for affordable housing

in Pakistan.
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Amjad and lIdara-e-Taleem-o-Agahi (2012) shares the statistical data of their
research in order to show the housing crisis in Pakistan, stating that only 25 % of
the population have access to sanitation (washing up facilities); only 53 % of the
population have access to a water source in urban Pakistan, which is not necessarily
drinkable.

In remotely located rural areas, the conventional access to land for housing is under
stress. Fragmentation of land holdings under inheritance-based distribution, resort
to an intensely practised cash transaction, shrinking of community land assets and
gradual dislocation of artisans from rural communities has led to a changed scenario
in sizable rural contexts. Densification of inner cities is another option that is
commonly found in the major cities which leads to the price increase in these cities’
housing societies in Pakistan (Gerrity, 2016). Development of multi storeyed blocks
with residences on upper storeys and commercial space at the lower levels is a
common sight in major cities such as Lahore, Karachi, and Islamabad. Two distinct
patterns of housing development are found in small and medium sized cities: (i)
housing for the affluent class is organized on land parcels allocated by local
landowners. They are sub-divided and utilized for house building according to the
specific requirements of prospective occupants. (ii) For poor and lower middle-
income people, smaller sub- divisions of land are facilitated to reduce the cost. This
approach functions both in the formal and informal manner. Lower income groups
build houses incrementally according to needs, scales of affordability and social
conditions. Formally, constructed housing stock is unaffordable and inaccessible for

the poor due to high initial cost and modes of payments incompatible with the status
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of the poor. Objectives and interests in large-scale undertakings initiated by the

public sector do not correspond to the prevailing problems in housing sector. Table

2.6 shows a population divide of Pakistan based on their income level.

Table 2.6: Population by the income in Pakistan in the year 2011

_ Poor Low Middle Upper High
Population Middle
176.2 31.8% of the | 140.0 % of | 3.5 % of the | 0.8 % of the | Data not
million total the total total total available
population population population population

Source - Rakesh Kocher (2015)

2.11 Structure and design of housing in Pakistan

In human life, housing is a structural arrangement or a building which is used as a
living space for households/families and individuals. A house also shows off the
financial position of the owner or the occupier; in Pakistan, a house is a status
symbol and is used to show off the wealth and power. Houses in Pakistan have
mostly been influenced by the terrestrial location i.e., being closer to the job or the
city centre. There is a trend of incremental enhancement of the houses to meet the
demand and need according to the family growth. Over the span of several
centuries, the forms and shapes of the houses have changed and transformed
significantly. In rural and northern mountainous areas, houses are built with mud and
clay, straw and wood logs, whereas, urban cities are full of nomadic artefacts, and

multi-storey skyscrapers. In Pakistan, people use a wide variety of housing to
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accommodate themselves, such as houses, villas, flats and farmhouses based on

their requirements/needs and affordability. Islam (2015) represents different forms

of housing in Pakistan:

Self-Built or building own houses in Pakistan — the most common and widely
used practice in Pakistan. Households usually buy a plot of land at their
preferred locations. Households build houses according to their needs and
affordability. This construction can be completed all in one go or
incrementally.

Private housing schemes in Pakistan — it is another form of housing in
Pakistan; private housing developers build housing societies and houses to
sell off. In different cities of Pakistan, most prominent housing societies are
Bahria Town (all over the country), DHA (all over the country), Citi Housing
Faisalabad, etc.

State funded housing in Pakistan — in most cases the state only provides
affordable housing to the government officials/employees. However, in recent
years the government of Pakistan have started some affordable housing

projects for the public such as Ashiana Housing and LDA City etc.

There is a diversity in Pakistani architecture design in construction; it is influenced

by different architectural designs and several housing styles from the past invaders

and attackers. Middle Eastern styled compound housing is the most common form

of construction all over Pakistan both in rural and urban areas. In this style of

buildings, there is a front and some cases a rare entrance, a greeting room

(reception room) just inside the main entrance of the house with a large sitting area
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used by the male members of the households for their male guests. Female guests
typically have a separate sitting area or women's quarters away from the males’
sitting area. These compound houses are built with brick and mortar; furnished with
luxuries furniture, basic utilities and other facilities.

In major cities, there are some apartment buildings available to accommodate
individuals and small households (for family of 4-5 members). Small houses and
multi-storeyed apartments in major cities are not very conducive to the large
extended family structure. Cities are becoming more polarised the issue of housing
structure has become more difficult to resolve, and authorities are required to make
sure that the cost of housing is kept to a minimum.

The north of Pakistan consist of mountainous hills; British design of architecture can
be witnessed in the mountains of Murree Hill as well as Kaghan, Naran, Baltistan,
etc., villages in the mountains have Tibetan style houses, i.e., multiple storey stone
or mud houses tightly crammed together with small walkways in the middle of the
small homes on both sides. In the countryside, the houses are typically mud-huts
but may also be made of stone or bricks. Houses containing a large family room in
the centre with several nuclear family units inhabiting single rooms (attached to one
another) located off the central room serving up to three generations of an extended
family. In mountainous areas where the temperature remains comparatively lower
than the rest of the country; the kitchen has an underground oven for baking nan-
bread and is used as a source of heating during icy and cold weather. Houses may

contain separate quarters for women and a reception room for men. Most houses in

pg. 88



both urban and rural areas have a courtyard and high external walls to enhance

privacy.

2.12 Parameters of Affordable Housing

Affordable housing parameters, implications, limits and supply for the low-income
households in Pakistan have been discussed below. Previous global affordable
housing studies (Mumtaz, 1995; Nikodem, 2018; Schwartz and Wilson, 2018;
Anacker, 2019; Commission, 2019; Matt and Marshall, 2019; Saunders, Lewis and
Thornhill, 2019) have been explored to determine the affordable housing
parameters. Mumtaz (1995) was the only available empirical study addressed the
affordable housing and housing affordability related issues in Pakistan.

Available Funds — The funds available to a household might be in the form of cash
or assets. Household income may consist of foreign remittances, receipts, which are
received regularly and are of a recurring nature. A household can get their income
from the following main sources — wages, and other related benefits from their
employers; bonuses and gratuities; pensions; social security benefits; tuition fees;
educational scholarships, and other regular and periodical receipts allowance,
inheritance funds etc. Some households including poor and low-income in Pakistan
keep some amount of gold in the form of jewellery or cash to hand. Most of the time
the gold jewellery and cash are used to buy a property. It has also been noticed that
some households store construction and building materials such as timber, brick,
blocks, plumbing, or other storable materials and with an intention to build a house

(Meen, 2018; Anacker, 2019).
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Informal Loans — some household may get access to some type of an informal loan
(Rizvi, 2015). They are unregulated and informal loans without constituting any
formal operations yet are based on personal reference of the household and
community customs. Most likely they are unrecorded, unofficial does not come under
any legal codes. There is a network of informal loan lender and the amount they may
make available to a specific household. The terms and conditions are set by the
specific society for the household's financial status and social stature.

Formal Loans - this type of loan comes from a formal business entity, bank, lending
organisation. At the constitution of this type of loan, both parties (lender and
borrower) bound themselves into a legal contract (Rizvi, 2015; Javaid, 2016; Cohen,
2017).

The amount and reason of the loan through a formal loan and who can borrow
depends on the criteria and the terms and conditions set by the lending organisation.
House Building Finance Company (HBFC) is a public lending body working under
the State Bank of Pakistan. Figure 2.4 shows the eligibility criteria (HBFC, 2019) to
buy a house in Pakistan, for example an amount (up to 70% loan to value ratio) is
lent to a household with a rate of interest at the Karachi Interbank Offered Rate
(KIBOR) plus 3.25% (mark-up or profit rate as known in Pakistan), which is repaid
over a fixed period up to 20 years.

Ability to repay — it is one of the most critical criteria in calculating the eligibility to
borrow. As per ability to repay (ATR) rule a credit union must take reasonable steps

with a good faith to determine that the borrower will have a reasonable means to
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repay the loan according to terms and condition of housing loan or a mortgage
(Small Entity Compliance Guide 2013).

The housing price — the price of housing is dependent on the other associated
functions such as location, price of land, building material, labour cost, infrastructure,
fees/taxes and other charges (Mulliner et al, 2016; Meen, 2018; Anacker, 2019). In
the market system, the price of housing is a function of the cost plus the profit (or
loss) the housing developer or builder is prepared and capable to extract. In the real
estate market, nonetheless, shortage of housing supply creates demand and fetches
more profit. Hypothetically, if the housing market functions well, excessive returns
will pull and attract other housing developers and suppliers; unless business rivalry
and competition amongst them brings the house prices down.

Land - is the most expensive component in setting the price of housing; it also
determines the volume and number of housing units to be produced (Javaid, 2016).
Geographic and locational features endow the housing with extra value and price.
The locational features of the land decide both the available services close to the
site but may also determine the price and the services that can be provided on site.
The cost of building — price of a unit or house is determined by the cost of
construction and the area to be built (Casallo Blanco et al., 2005; Kalia, 2013; Al
Shareem et al., 2014; Albert, Hallowell and Kleiner, 2014). The unit price may also
be influenced by building regulations of the area, the house design and methods of
building as well as local customs or it may be a case of individual preferences and

taste.
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Infrastructure and Services — as well as the land and the unit price, the cost of
infrastructure and the services provided depend on the quality, quantity and the level
of the services (Dowall and Ellis; Casallo Blanco et al., 2005; Sohail, Cavill and
Cotton, 2005; Pakistan, 2009; Rafi, Wasiuddin and Siddiqui, 2012; Mouzughi, Bryde
and Al-Shaer, 2014; Newman, 2015; Newman and Geoffrey Shen, 2015). There
might also be off-site infrastructure required to service the housing development

such as electric grid-station, water reservoirs, site access road, bridges etc.

Home Purchase Ghar Aasan Flexi - Eligibility Criteria
o €

Citizenship:
> Resident Pakistani
> Non Resident Pakistani

Facility of Applicant / Co-applicant:
> Primary (or Single) & Co-applicant allowed
> Co-applicant must be an immediate family member

Age of Applicant / Co-applicant / Guarantor:
> Salaried: 18 - 57 years
> Self-employed Businessmen / Self-Employed Professionals: 18 — 62 years

Income Criteria: No minimum requirement

Employment / Business / Professional Tenure:
> Salaried*: Minimum 1 year continuous employment
> Self-employed Businessmen / Self-Employed

Product Features
——

Ghar Aasan Scheme — Flexi (GAS — Flexi)

Loan Facility Amount Loan Facility Amount up to PKR 25,000.000/-

Loan Facility Tenure 3 — 20 years
Profit Type Variable
> Salaried: 1 Year KIBOR* + 3.25%
Profit Rate > Self-employed Businessmen / Seli-Employed Professionals: 1 Year KIBOR* + 3.50 % * To be revised Annually

Loan To Value (LTV)

% ( s
Ratio / HBFC’s Share Up to 70% forced sale value (FSV) of the property to be mortgaged

Life and Property Insurance coverage to the extent of financing amount *Insurance / Takaful Companies on HBFC's Approved
Panel

Insurance Coverage

Collateral Specifications

Figure 2.4: Home purchase eligibility criteria set by HBFC (2019)

Source: House Building Finance Company Pakistan online calculator (2019).
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2.13 Chapter Summary: Major Findings for Narrowing the Research Question
Refinement)

An affordable house is more than financial costs involved and should cater for larger
issues of social wellbeing and sustainability for the community and the end-users.
Figure 2.1 has been derived from the literature to shows an ideal affordable house
for the low-income households in Pakistan, Figure 2.1 gives a visual info of
affordable house, which is suitable for low-income households in Pakistan. This
house meets ‘Will | Live There’ (WILT) standard (Mayday 2016), which means all
properties must meet health & safety and fithess standard and has adequate
conditions for humans to live in (Ni Direct, 2019). Figure 2.1 house is decent in
quality within a sustainable community, has an accessible and more affordable
ownership. Housing affordability threshold is 30% of monthly household income
where a household is left with 70% of residual income to meet non-housing expense.
This idealistic affordable house has a enough floor space to facilitate an average
size family, is equipped with basic needs, has nearby local amenities, and cleaner
neighbourhood.

This chapter was an attempt to find the answer for the research question (Section
1.3) and provides the base to make the affordable housing framework. The
philosophical, academic and geographic research studies on the subject around the
globe have been reviewed. There is a vast body of knowledge related to housing;
the literature review remained focused to Pakistan. The affordable housing concept
has been developed integrating housing affordability assessment criteria (Table 2.7)
with the help of the literature review. Housing and non-housing expenses have been

differentiated (Table 2.8).
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2.13.1 Housing affordability assessment criteria (HAAC)

Literature on affordable housing including studies related to housing in Pakistan

helped to develop a housing affordability assessment criteria (HAAC) given in Table

2.7.

Table 2.7: The social, economic and environmental criteria of housing affordability

CRITERIA

LITERATURE REVIEWED

Economic Criteria

Housing expenses: i. Rent; ii.
Monthly mortgage payment; iii.
household income on monthly
rent, water, gas and electricity
bills etc., (also known as
household expenses);

(Fisher, Pollakowski and Zabel, 2009;
Dulgeroglu-Yuksel, 2010; Waseem et al.,
2011; Amjad and Idara-e-Taleem-o-Agabhi,
2012; Amjad and MacLeod, 2014; Isalou,
Litman and Shahmoradi, 2014; Kakakhel,
2014)

House price to buy a house

(Sohail, Maunder and Cavill, 2006; Maliene
and Malys, 2009; Podvezko, 2011); Rafi,
Wasiuddin and Siddiqui (2012); (Kalia, 2013;
Mulliner, Smallbone and Maliene, 2013;
Albert, Hallowell and Kleiner, 2014; ILO, 2014;
Mouzughi, Bryde and Al-Shaer, 2014; Rossi
and Civitillo, 2014; Worldometers - Elaboration
of data by United Nations, 2015; Mulliner,
Malys and Maliene, 2016)

Housing affordability is related
to income

Hulchanski (1995); Statistics (2005-6); Stone
(2006); Tirmzi (2007); Cook (2009); Fisher,
Pollakowski and Zabel (2009); Tang (2009);
Nenova (2010); Alaghbari et al. (2011a);
Alaghbari et al. (2011b); Roy, Hulme and
Jahan (2013); Isalou, Litman and Shahmoradi
(2014); Calnan (2015); Hertz (2015); Marom
and Carmon (2015); Javaid (2016); Napoli,
Trovato and Giuffrida (2016); Sharafat and
Sharafat (2016); Yap (2016); Elkins (2018);
Herbert, Hermann and McCue (2018);
Islamabad (2018); Anacker (2019)

$2 a day household income

(Kakakhel, 2014; Rizvi, 2015); (Kakakhel,
2014; Siddiqui, 2014; Islamabad, 2018)

30% income to expense ratio: a
household should not spend

(Fisher, Pollakowski and Zabel, 2009;
Dulgeroglu-Yuksel, 2010; Waseem et al.,
2011; Amjad and Idara-e-Taleem-o0-Agahi,
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more than 30% of their income
on housing

2012; Amjad and MaclLeod, 2014; Isalou,
Litman and Shahmoradi, 2014; Kakakhel,
2014); (Elkins, 2018; Islamabad, 2018;
Schwartz and Wilson, 2018; Anacker, 2019;
Commission, 2019; Saunders, Lewis and
Thornhill, 2019)

The housing affordability is not
just a result of changes in
housing costs, but is also a
result of changes household
income.

Jewkes and Delgadillo (2010)

Primary dwelling:

Gross rent; mortgage interest
payments; mortgage protection
premiums; capital repayments

of mortgage.
Primary dwelling:

Rent 1: gross rent; less housing
benefit, rebates and allowances
received.

Mortgage: mortgage interest
payments; mortgage protection
premiums; capital repayment of
mortgage. Outright purchase:
deposits for secondary dwelling;
council tax, mortgage, insurance
Charges: council tax; water
charges; service charge for rent;
refuse collection, including skip
hire.

Moving house: property
transaction - purchase and sale
transactions. other payments:
maintenance and repair of
dwelling; central heating repairs;
house maintenance etc.; paint,
wallpaper, timber; equipment
hire, small materials.
Alterations and improvements to
dwelling: central heating
installation.

DIY improvements: Double-
glazing, kitchen units, sheds etc.
Home improvements -
contracted out: bathroom fittings

Morduch & Schneider, 2017; Warren & Tyagi,
2003; Prochorskaite et al. (2016); Giles
(2003); Harris and Giles (2003); Horsfield
(2015); Office for National Statistics, UK
(2015); Desmond (2016); Cohen (2017);
(Anacker, 2019)
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; purchase of materials
for capital improvements.
Household insurances:
structure; contents; household
appliances.

Non-housing expenses such as:
cost of commuting and
transportation; expenses to use
health and education facilities;
cost of clothing, every day
utilities; child and health care;
savings for retirement and
emergencies; food, ill member
of the household, kids with
special needs, days out, meals
and foreign holidays, issues
such as housing design,
features, structure, quality and
location, end-users’ geopolitical
and socio-economic situations,
demands/needs and some other
criteria as well
Other non-housing prospects
such as: starting up a small
business and perusing higher
education; premium price for
better environment and
neighbouring surroundings;
school going children; a chronic
medical condition in the family,
elderly parents or kids with
special needs; days out, meals
and foreign holidays, etc.,

Prochorskaite et al. (2016); (Anacker, 2019);
(Drew, 2018; Sawhill, 2018); AHURI (2019);
(Cohen, 2017); (Hertz, 2015); (Haq, Khan and
Khurshid, 2013; Herbert, Hermann and
McCue, 2018; Nikodem, 2018; Schwartz and
Wilson, 2018; Anacker, 2019; Commission,
2019; Saunders, Lewis and Thornhill, 2019)

House prices in relation to
incomes

(Bank; Hulchanski, 1995; Stone, 2006; Tirmzi,
2007; Fisher, Pollakowski and Zabel, 2009;
Nenova, 2010; Alaghbari et al., 2011b; Clinton,
2014; Isalou, Litman and Shahmoradi, 2014;
Calnan, 2015); Fisher, Pollakowski and Zabel
(2009); Suhaida et al. (2011); Kalia (2013);
Yao (2013); Velma Zahirovich-Herbert (2014);
Ghar47 (2015); Javaid (2016)

Rental costs in relation to
incomes

(Casallo Blanco et al., 2005; Cavill and Sohail,
2005; Fisher, Pollakowski and Zabel, 2009;
Maliene and Malys, 2009; Banuls and Turoff,
2011; Podvezko, 2011; Zami, 2011; Rafi,
Wasiuddin and Siddiqui, 2012; Xia and Chan,
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2012b; Kalia, 2013; Mulliner, Smallbone and
Maliene, 2013; Enterprise, 2014; Isalou,
Litman and Shahmoradi, 2014; Birko, Dove
and Ozdemir, 2015; Gocer, Hua and Gocer,
2015; Jozi, Shoshtary and Zadeh, 2015;
Karachi, 2015; Renzi and Freitas, 2015;
Risberg et al., 2015; Wang et al., 2015; Zuo,
Zhong and Kang, 2015; Mulliner, Malys and
Maliene, 2016)

Interest rates and mortgage
availability

Cavill and Sohail (2005); Rizvi (2009); Nenova
(2010); Rizvi (2010); Kalia (2013) Hjort and
Widen (2015)

Availability of social and private
rented accommodation

UN-Habitat (2008); Maliene and Malys (2009);
Andrea Bacova (Flexibility and Variability et al.
(2011); Kalia (2013); Mulliner, Smallbone and
Maliene (2013); Mouzughi, Bryde and Al-
Shaer (2014); Marom and Carmon (2015);
Mulliner, Malys and Maliene (2016); Napoli,
Trovato and Giuffrida (2016); Roberts (2016),
Anacker, (2019)

Residual income measure

Stone, (2006); Hertz, (2015)

Availability of affordable home
ownership products

Mulliner et al. (2013)

Social Criteria

non-housing expenses:
cost of commuting and
transportation, expenses to use
health and education facilities,
cost of clothing, utilities,
transportation to work, child and
health care, savings for
retirement and emergencies,
starting up a small business and
pursing higher education,
premium price for better
environment and neighbouring
surroundings, a chronic medical
condition in the family, elderly
parents or kids with special
needs, days out, meals and
foreign holidays

Anacker, 2019; Drew, 2018; Sawhill, 2018,
Cohen, 2017; Meen, 2018 Hertz, 2015

Geographic location, social
pressures, neighbourhood and
environmental issues, etc.

(Sohail, Maunder and Cavill, 2006; Maliene
and Malys, 2009; Podvezko, 2011); Rafi,
Wasiuddin and Siddiqui (2012); (Kalia, 2013;
Mulliner, Smallbone and Maliene, 2013;
Albert, Hallowell and Kleiner, 2014; ILO, 2014;
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Mouzughi, Bryde and Al-Shaer, 2014; Rossi
and Civitillo, 2014; Worldometers - Elaboration
of data by United Nations, 2015; Mulliner,
Malys and Maliene, 2016)

Safety (Crime level)

Albert, Hallowell and Kleiner (2014)

Access to employment
opportunities in the closest
proximity of the affordable

housing

Fisher, Pollakowski and Zabel (2009); Geneva
(2013); Albert, Hallowell and Kleiner (2014);
Calnan (2015) <Low income housing in
Pakistan with focus on urban
housing_10_Oct 2015.pdf>); Bank ; Sohail,
Maunder and Cavill (2006); Stone (2006);
Tirmzi (2007); Fisher, Pollakowski and Zabel
(2009); Nenova (2010); Alaghbari et al.
(2011b); Clinton (2014); lIsalou, Litman and
Shahmoradi (2014); Calnan (2015)

Access to public transport
services

(Sohail, Maunder and Cavill, 2006; Isalou,
Litman and Shahmoradi, 2014; Jozi,
Shoshtary and Zadeh, 2015) Casallo Blanco et
al. (2005); Fisher, Pollakowski and Zabel
(2009); Albert, Hallowell and Kleiner (2014);
Hjort and Widen (2015)

Access to good quality schools

Fisher, Pollakowski and Zabel (2009);
Podvezko (2011); Al Shareem et al. (2014);
Amjad and MacLeod (2014); Calnan (2015);
Wang et al. (2015), (Zami, 2011; Al Shareem
et al., 2014),

Access to shops

Casallo Blanco et al. (2005), Mulliner and
Maliene (2012)

Access to leisure facilities

Mouzughi, Bryde and Al-Shaer (2014),
Mulliner and Maliene (2012)<Workplace Risk
Assessment and Managment for Small and

Medium Sized
Enterprises_18 Apr_2015.pdf>); Geneva
(2013)

Access to open green public Mouzughi, Bryde and Al-Shaer (2014),

space

Mulliner and Maliene (2012)<Workplace Risk
Assessment and Managment for Small and
Medium Sized
Enterprises_18 Apr_2015.pdf>); Geneva
(2013)

Quality of housing

Fisher, Pollakowski and Zabel (2009); Maliene
and Malys (2009); Mulliner, Smallbone and
Maliene (2013); Mulliner, Malys and Maliene
(2016)

Affordable housing is that which
is adequate in quality and

(Fisher, Pollakowski and Zabel, 2009; Maliene
and Malys, 2009; Sohail and Cavill, 2009b;
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location other basic living costs
or threatens their enjoyment of
basic human rights’

Sohail and Cavill, 2009a; Hallowell and
Gambatese, 2010c; Amjad and Idara-e-
Taleem-o-Agahi, 2012; Mulliner, Smallbone
and Maliene, 2013; Albert, Hallowell and
Kleiner, 2014; Amjad and MacLeod, 2014;
Popovic et al., 2014; Gocer, Hua and Gocer,
2015; Wang et al., 2015; Mulliner, Malys and
Maliene, 2016),

The notion of reasonable
housing costs in relation to
income: that is, housing costs
that leave households with
enough income to meet other
basic needs such as food,
clothing, transport, medical care
and education

Australia National Housing Strategy (1991);
Burke (2004)

Affordability is not simply a
matter of housing costs and
income levels; it is about
people’s ability to obtain
housing and to stay in it

Housing New Zealand Corporation (2005)

Desirability of neighbourhood
area

Mulliner and Maliene (2012)

Deprivation in area

Mulliner and Maliene (2012)

Presence of environmental
problems (e.qg. litter, traffic)

Casallo Blanco et al. (2005), Mulliner and
Maliene (2012), Cavill and Sohail (2005);
Hallowell and Gambatese (2010c); Pannucci
and Wilkins (2010); Zami (2011); Albert,
Hallowell and Kleiner (2014); Cheng (2014);
Popovic et al. (2014), Isalou, Litman and
Shahmoradi (2014)

Built Environment and Environmental

Housing affordability is a multi-
dimensional issue that affect
households, including
economic, environmental and
social aspects (Mulliner and
Maliene 2011).

Amaratunga et al. (2002); Maliene and Malys
(2009); Hallowell and Gambatese (2010c);
Adegbehingbe (2011); Folaranmi (2011);
Huang and Hsu (2011); Madawaki (2011);
Stanley and Orobowale (2011); Zami (2011);
Mulliner, Smallbone and Maliene (2013);
Albert, Hallowell and Kleiner (2014);
Mouzughi, Bryde and Al-Shaer (2014); Birko,
Dove and Ozdemir (2015); Carrilho da Graga,
Daish and Linden (2015); Gocer, Hua and
Gocer (2015); Ibrahim, Costello and Wilkinson
(2015); Jozi, Shoshtary and Zadeh (2015);
Risberg et al. (2015); Wang et al. (2015); Zuo,
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Zhong and Kang (2015); Mulliner, Malys and
Maliene (2016)

Access to open green public
space

Huang and Hsu (2011); Zami (2011); Mulliner,
Smallbone and Maliene (2013); Albert,
Hallowell and Kleiner (2014); Birko, Dove and
Ozdemir (2015); (Calnan, 2015); Ibrahim,
Costello and Wilkinson (2015); Jozi, Shoshtary
and Zadeh (2015); Mulliner, Malys and
Maliene (2016)

Quality of housing

Fisher, Pollakowski and Zabel (2009); Maliene
and Malys (2009); Mulliner, Smallbone and
Maliene (2013); Mulliner, Malys and Maliene
(2016) authority interview

Energy efficiency of housing

Isalou, Litman and Shahmoradi (2014); Gocer,
Hua and Gocer (2015); Risberg et al. (2015);
Wang et al. (2015); Zuo, Zhong and Kang
(2015)

Avalilability of waste
management facilities

Casallo Blanco et al. (2005), Mulliner and
Maliene (2012), Cavill and Sohail (2005);
Hallowell and Gambatese (2010c); Pannucci
and Wilkins (2010); Zami (2011); Albert,
Hallowell and Kleiner (2014); Cheng (2014);
Popovic et al. (2014), Isalou, Litman and
Shahmoradi (2014)

Presence of environmental
problems (e.qg. litter, traffic)

Cavill and Sohail (2005); Hallowell and
Gambatese (2010c); Pannucci and Wilkins
(2010); Zami (2011); Albert, Hallowell and
Kleiner (2014); Cheng (2014); Popovic et al.
(2014), Waseem et al. (2011)

Housing affordability is also
dependent on social and
environmental criteria such as
geographic location, social
pressures, neighbourhood and
environmental issues, etc.

(Sohail, Maunder and Cavill, 2006; Maliene
and Malys, 2009; Podvezko, 2011); Rafi,
Wasiuddin and Siddiqui (2012); (Kalia, 2013;
Mulliner, Smallbone and Maliene, 2013;
Albert, Hallowell and Kleiner, 2014; ILO, 2014;
Mouzughi, Bryde and Al-Shaer, 2014; Rossi
and Civitillo, 2014; Worldometers - Elaboration
of data by United Nations, 2015; Mulliner,
Malys and Maliene, 2016)
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Economic, social and
environmental criteria should
also be considered to assess

the housing affordability.
Housing affordability is a multi-
dimensional issue that affects
households, including
economic, environmental and
social aspects
Access to open green public
space; quality of housing;
energy efficiency of housing;
availability of waste
management facilities; presence
of environmental problems (e.g.
litter, traffic)

(Sohail, Maunder and Cavill, 2006; Maliene
and Malys, 2009; Podvezko, 2011); Rafi,
Wasiuddin and Siddiqui (2012); (Kalia, 2013;
Mulliner, Smallbone and Maliene, 2013;
Albert, Hallowell and Kleiner, 2014; ILO, 2014;
Mouzughi, Bryde and Al-Shaer, 2014; Rossi
and Civitillo, 2014; Worldometers - Elaboration
of data by United Nations, 2015; Mulliner,
Malys and Maliene, 2016)

Researc

h related to Pakistan

Affordable Housing in Pakistan
Habitat International.

A Comparative Analysis of the
Role of the Private Sector as
Education Providers in
Improving Issues of Access and
Quality.

Academic effectiveness of
private, public and private-public
partnership schools in Pakistan.
Restricting of research and
development in Pakistan
Science Vision.

What Does Minimum Wage Get
You in Lahore, Pakistan?
Something Far Away from the
Pakistani Middle Class
P.D. Urban Land and Housing
Market in the Punjab, Pakistan.
Urban Studies.
Beautiful House for Rent in G-
11/4
Pakistan housing market enjoys
price uptick in 2015.
Pakistan Minimum Wage and
House Price.

The three major cities: Rise and
fall in property prices.

(Dowall and Ellis; Afshar, 1991; Niazi and
Khetran, 2001; Pakistan, 2001la; Pakistan,
2001c; Hasan and Mohib, 2003; Casallo
Blanco et al., 2005; USAID, 2005; Sohalil,
Maunder and Cavill, 2006; Tirmzi, 2007;
Pakistan and America, 2008; Cook, 2009;
Pakistan, 2009; Shirazi, 2009; Pakistan, 2010;
Rizvi, 2010; USAID, 2010; Tariq, 2011;
Waseem et al.,, 2011; Amjad and lIdara-e-
Taleem-o0-Agahi, 2012; Jahangir, 2012; Lodhi,
2012; Masood Rafi, Wasiuddin and Hameed
Siddiqui, 2012; Rafi, Wasiuddin and Siddiqui,
2012; Today, 2012; Haq, Khan and Khurshid,
2013; Report, 2013; Sheikh et al., 2013; Amjad
and MacLeod, 2014; Aslam, 2014; Enterprise,
2014; Kakakhel, 2014; Malik and Sajjad, 2014;

Siddiqui, 2014; Tarigq, 2014; Butt, 2015;
Ghar47, 2015; Islam, 2015; Islamabad, 2015;
Jabeena, Shengb and Aamir, 2015;

Journalists, 2015; News, 2015; Rizvi, 2015;
Shahid, 2015; Statistics, 2015; Worldometers
- Elaboration of data by United Nations, 2015;
Gerrity, 2016; Javaid, 2016; Shaikh, 2016;
Sharafat and Sharafat, 2016; Shaikh, 2017;
Islamabad, 2018)
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Understanding Slums: A Case
Study of Karachi Pakistan.
Pakistan Real Estate. Ghar 47.
Enhancing Builder Finance in
Pakistan. Economic benefits of

low-income housing in Pakistan.

Housing Crises in Pakistan:
Review of Population Growth
and Deficiencies in Housing
Laws and Policies.
The Need of Research Culture
in Pakistan.

Current situation of Pakistan’s
real estate market, and its long-
term economic forecast.
Slums in Islamabad.
Earning $2 a day, 60.19%
population live below poverty
line. .

A pilot study of researching the
research culture in Pakistani
public universities: the
academics’ perspective. .

In conversation with Jawad
Aslam: The challenges of
providing affordable housing in
Pakistan. .
Assessment of fire hazard in
Pakistan. Disaster Prevention
and Management.
Pakistan confronts with
challenges of housing backlog
of 9 million units.

Study on the State of Domestic
Commerce in Pakistan.
Punjab Public-Private
Partnership for Infrastructure
Ordinance 2009.
Pakistan Demographic and
Health Survey.
Pakistan Standard Industrial
Classification (All Economic
Activities) Revision 4.
National Housing Policy of
Pakistan 2001.
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Assessment of fire hazard in
Pakistan. Disaster Prevention
and Management.
Monsoon is not that pleasant in
slums.
International Housing
Challenge: Overview of Issues
and Answers.

Lack of funds affecting research
and development.
Pakistan's Real Estate Divide.
Housing in Equality in Pakistan:
The Case of Affordable
Housing.

Income Tax Slabs - Financial
Year 2015-2016 Pakistan.
Factors contributing to lack of
interest in research among
medical students.
Architecture: Using Mud to Build
Homes.

Pakistan's Urbanization
Effective regulation for
sustainable public transport in
developing countries.
Household Integrated Economic
Survey (HIES).
Facilitating Community
Development with Housing
Microfinance: Affordable
Housing Solution in Pakistan
after Disasters.
Facilitating Community
Development with Housing
Microfinance: Appraising
Housing Solutions for Pakistan
after Disasters.
Sustainable Urban Development
Strategies for the Provision of
Low-Income Housing in
Pakistan. .

No more living on the Ravi.
USAID Country Profile:
Pakistan, Property Rights and
Resource Governance.
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Land Tenure and Property
Rights in Pakistan.
Epidemiology of major incidents:
an EMS study from Pakistan.
Pakistan Population Forecast.

The literature reviewed (Table 2.7), helped to make better understanding of global
affordable housing situation. Global affordable housing best practices (Section 2.5)
aided to find out a possible solution for affordable housing in Pakistan. Later this
Table 2.7 provided a base and material to develop a questionnaire for the fieldwork

survey.

2.13.2 Difference between housing and non-housing expenses

Literature review indicates (Table 2.8) that housing affordability is a mixture of
housing and non-housing issues related to social, environmental and economic
criteria. A difference between two major household expenses have been presented

in Table 2.8 derived from the literature.

Table 2.8: Housing and non-housing expenses with references

Items References
Type of
expenses
Housing Primary dwelling: Morduch & Schneider,
costs or Gross rent; mortgage  interest 2017; Warren & Tyagi,
expenses payments; mortgage protection 2003; Prochorskaite et al.
premiums; capital repayments of (2016); Giles (2003);
mortgage. Harris and Giles (2003);
Primary dwelling: Horsfield (2015); Office
Rent 1: gross rent; less housing benefit, for National Statistics, UK
rebates and allowances received. (2015); Desmond (2016);
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Non-
housing
expenses
or life’s
other
necessities

Mortgage: mortgage interest payments;
mortgage protection premiums; capital
repayment of mortgage. Outright
purchase: deposits for secondary
dwelling; council tax, mortgage,
insurance Charges: council tax; water
charges; service charge for rent; refuse
collection, including skip hire.

Moving to a new house: property
transaction - purchase and sale
transactions. other payments:
maintenance and repair of dwelling;
central heating repairs;  house
maintenance etc.; paint, wallpaper,
timber; equipment hire, small materials.
Alterations and improvements to
dwelling central heating installation.
DIY improvements: double glazing,
kitchen units, sheds etc.

Home improvements - contracted out:
bathroom fittings ; purchase  of
materials for capital improvements.
Household insurances:  structure;
contents; household appliances.
Non-housing expenses such as: cost of
commuting and transportation;
expenses to use health and education
facilities; cost of clothing, every day
utilities; child and health care; savings
for retirement and emergencies; food, ill
member of the household, kids with
special needs, days out, meals and
foreign holidays, issues such as
housing design, features, structure,
quality and location, end-users’
geopolitical and socio-economic
situations, demands/needs and some
other criteria as well

Other non-housing prospects such as:
starting up a small business and
perusing higher education; premium
price for better environment and
neighboring surroundings; school going
children; a chronic medical condition in
the family, elderly parents or kids with

Cohen (2017); (Anacker,
2019);

Prochorskaite et al.
(2016); (Anacker, 2019);
(Drew, 2018; Sawhill,
2018); AHURI (2019);
(Cohen, 2017); (Hertz,
2015)
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special needs; days out, meals and
foreign holidays, etc.,

2.13.3 Affordable housing versus housing affordability

In the United States and in Britain, housing affordability is usually expressed in terms
of ‘affordable housing’, however, housing affordability is not a characteristic of
housing, and it is a relationship between people and housing (Stone, 2006).
Government’s subsidized housing for low-income households is called affordable
housing, whereas, housing affordability is a general level of household income
relative to a general level of housing price, as explained by O’Toole (2017).
Affordable housing is often measured by dividing median home prices by median
family incomes (Fisher, Pollakowski and Zabel, 2009; Boulkedid et al., 2011;

Baranoff, 2016).

2.13.4Income threshold to assess the housing affordability of low-income
households in Pakistan

In the context of this research, 30% of the income to expense ratio will be used as
a guidance reference. It is a standard income threshold to assess the housing
affordability and has been used by the US government since 1981 (Schwartz and
Wilson, 2018). Previous studies (Fisher, Pollakowski and Zabel, 2009; Dulgeroglu-
Yuksel, 2010; Waseem et al., 2011; Amjad and ldara-e-Taleem-o0-Agahi, 2012;

Amjad and MacLeod, 2014; Isalou, Litman and Shahmoradi, 2014; Kakakhel, 2014;

pg. 107



Elkins, 2018; Meen, 2018; Schwartz and Wilson, 2018) have quoted 30% IER
criteria as standard and have not found it to be invalid. Table 2.9 presents the income

threshold for low-income households of Pakistan.

Table 2.9: Income threshold for Pakistan

Criteria Income Per day Exchange Rate: Rs. 163
Poor $2 (USD) a day Rs. 326 PKR
Low Income $2.01-10 a day Rs. 326-1631

Lower middle income

$10.01-20 a day

Rs. 1631-3262

Upper middle income

$20.01-50 a day

Rs. 3262- 8156

More than Rs. 8156

High income More than $50 a day
Source: XE.com as of 28" June 2019

The underlying theory is that those on upper income level and spend more than 30
percent of their funds on housing do so as a personal choice and such housing
expenses have no or little impact on the household's ability to spend money on life's
other necessities (such as food, health care, education etc.) (AHURI, 2019). Anacker
(2019) have divided households into following categories based on their income: i.
most low-, very low- and extremely low-income. The parameters given in Table 2.9
have been set to determine the household income threshold for low-income

households in Pakistan for this research.

2.13.5 Housing situation in Pakistan

Housing situation in Pakistan has also been reviewed (Table 2.7) to highlight the
challenges, indicators and housing structure. A review of literature related to housing

situation in Pakistan (Section 2.10 and 2.11) provided a logical approval for this
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research study for example, the population of Pakistan is around 192 million
(estimated at July 2016, Table 2.6) and the daily News (2015) reported that Pakistan
need almost 9 million housing units to facilitate low and middle income population.
Population is the biggest challenge to provide affordable housing in Pakistan, as it
ranks number 6 in the list of countries by population. A labourer on daily wages earns
almost $2 a day (Kakakhel, 2014). HBFC is the only government subsidized housing
finance company and use IER to assess the housing affordability and they use
minimum of 60-70% loan to value ratio (HBFC, 2019). Literature review (NHP, 2001)
has revealed that, there is an eminent need for new housing policy and strategy to
tackle the deficit situation in the country especially for the low-income segment of
the population.

The literature reviewed related to Pakistan (Table 2.7) build up the argument to find
the answer for the research questions (Section 1.3) and provides a logical reason to

conduct this research.
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3 CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Introduction

The forgoing chapter is about the concept of affordable housing and the housing
affordability assessment criteria. It requires some clarification of underlying
philosophical assumptions and usage of appropriate research method(s) to make a
research study valid and to establish knowledge. This chapter mainly focused on the
conceptual and philosophical clarification of affordable housing concept, how and
why building affordable housing for the low-income households in Pakistan. The
chapter presents a review of research methodology used for this research study.
This chapter, therefore, review some literature to find the best-suited philosophical
assumptions and design strategies to support this research study. At the outset,
common philosophical assumptions have been reviewed and presented and both
positivistic and the interpretive paradigm have been reviewed to establish their
suitability for the agenda of this research. Later, the chapter highlights the research
methodologies, and research design used in this study including strategies, tools,

collection of data and analysis methods involved in the study.
3.2 Description of research paradigms and philosophies

According to Morgan (2007) ‘paradigm’ is a set of beliefs to guide a field within
science studies, whereas, Creswell (2014) calls it ‘worldview’ instead, some
researchers also referred it as an ‘epistemological stance’ or in simple words a
shared belief within a specific subject area (Morgan 2007). Mainly the process of a

research project is to explore the unanswered questions and implication of
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philosophies within a framework. It is vital to make the research process unbiased
and the findings reliable, for that it needs some testing procedures, methods and
techniques (Kumar, 2011). There are three major research dimensions in a
research process: i. Ontology, ii. Epistemology and iii. Methodology. Research
paradigm is a comprehensive scheme of interrelated perception and practice that
outline the nature of investigation along these three dimensions (Terre Blanche and
Durheim, 1999). In research, ‘paradigm’ is a set of beliefs to guide a field within
science studies (Morgan, 2007); it is also known as ‘worldview’ (Creswell, 2014).
Paradigm is a conceptual framework shared by group of scientists, which help them
to establish an appropriate model to examine a research problem 