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Introduction

2 rlousirng Is zunorng e

3 Generall characteristics _of_ lgusn'fg imcludes average
monthly housing-caests (rent, taxes, utilities), typology and
condition of the housing units.

3 These Iinfluence housing location, standards and
‘affordability’

3 A base definition of affordability can be stated as the
ability of a household to purchase a home based on
median monthly income.

N This abilitysimplies that other essential living costs are
not affected due to the expenditure on housing.

3 This study will be limited to comparison of housing cost
to - this means a concentration, en
hoeusing finance institutions and mechanisms.

3 Relevance: the current situation of housing provision and
the sense of impending housing crisis calls for a look at
housing affordability in Saudi Arabia very Seriously .




Introduction
N objective. ofithe study;

to define afford ity of nousing in the local context
I empasis o1 housmg OYWHETSIIIPrand ariavesat:
directions for-future research.

methodoloegy-and limitations of the study
use available statistics to define affordability.

review literature to identify definitions, policies and
implementation strategies in vogue glaehally.

To arrive at guidelines from case-studies.
significance and application of the study:

onthe.subject is_-¢Z in the local
contexdrandritiierefista needto bridge the gap
between global knowledge and local application.

the study is limited to housing finance other
parameters also need an in-depth analysis.

ayvolyacd in tha

70s the il boom prompt‘e‘d=publlc SPERdInG and
mfusion of enormous funds INto Infrastructure
building and financing for constructing homes.

principal players and functions:

government - real estate, construction, finance
private sector — construction, furnishingrand finance
citizens - construction.

urban areas

faced a huge influx due toyrapid develepmentsand
urbanizatieiMeachiedMevelsTeifup to 80% in a span
of three"decades - a huge demand for middle and
low-income housing arose.




Traditional attached houses not very popular due to
changing demographic structure and
life styles - funded by mostly collective
family savings.

Apartments - built by government, real estate developers
Funded by government or private
sector speculators.

Housing Compoeundsy..mostly, privaterewned and catering
10 expatriates.

Funded by Pvt. Firms or ministries.

Affordable Housing Concepts

Affordable Housing: Housing costs equal to or less that 30%
of household income.

» Example: $18,000 annual income = $1,500 monthly income.
Affordable housing is $450 or less/month.

* Minimum wage is $5.15/hr ($10,712/yr): That makes
Affordable housing is $268/mo or less.

Assume that the Fair Market Rent for a 2-bedroom
apartment is $730/month. At $5.15/hour, you need to work

109 hours per week or earn minimum of $13.98/hour for 40
hour week for 2-bedroom apartment to be affordable.




The Department of Housing & Urban development

computes and publishes the “Area Median Income”
(AMI) for all parts of the US.

HUD Household

Income categories Household incomes
Very-low income Less than 50% AMI
Low income Less than 80% AMI
Moderate income Less than 120% AMI

Housing Determinants

Finance:
REDF
Banks

Employers (Pvt.)

formal loans Land:
Labor: Informal loans
Skilled MOMRA

Unskilled
Professionals

Bldg. Materials:
Ministries
Pvt. Manufacturers
Suppliers

Royal Court
Real estate firms
Pvt.Owners

Services:
Municipalities
Ministry of Agri.
Ministry of PTT.
Elect. Companies
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Government Housing:

- Ministry of Public Works &
Housing

- Government Agencies (for 221000
employees)

Sub-Total 245540
Private Sector:
REDF Finance 33,300 573,000 18.3%

Self Einance 250,000 2,308,000 7:3:8%)

Sulb-motal 2831300, 2,681,000 92.1%

Total 283,300 3,126,540 100.0%

House Rent-to-Income Ratio in Cities
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House Price to Income Ratio
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30% and;80% ofthe Communlty s‘medlan MCOTMEs

Due-to the relatively low per capita incomes “ it is
generally means “housing that is provided for the
lower middle and low-income groups who need
assistance or supplements to fulfill housing needs”.

The statistics and costs of.housing acquisition
show,that vast majority of households that have an
average median monthly meeme; off abour Ve eSAR
or_lessaiEvEMor speRaMmueEnT more than 30% oOf
Income ftor housing acquisitionghence liable for
assistance.

ree Iand grant prograrrr‘ﬁn‘d
REDFEICoans.

High rise public housing.

Housing by charitable institutions

Various ministries have provided either
Housing or loans to their employees.
Universities.

Developers, independently or with assistance
from government.

JEESIGEKICOmPARIES™

Istitutions like ARAMCO,SCECQO, Saudi Real-
Estate Company.

Informal financing and individual savings.




y = Policias Tz fic
affordable housing.

el R S as o) S atiniZe SSrieas, S IS
a major contribution to cost.

Indigenous labor and technologies
are limited to the small proportion of
professional labor.

lack of codes and standards is also adding to
the costs of housing construction:.

municipalities play a limited role.

Construction material affordability
and guality is not addressed; tiisisTaniancas
LEEEEUlageyprvateysector participation.

Policies and laws governing'services do not
recognize the aspect of sustainability and
adversely affect housing affordability.

Cost of even a modest | resenis the
et lzitselsEvinie s o f tnsclizirrfovusshiolds forovar
20years.

The-public sector caters to a very small portion of
the affordable housing requirement.

The private sector finances over 90% of the housing
but has no specific mechanisms to address the
issue of housing affordability.

The presence of extensive infrastructure and
facilities is not utilized to address the issue.

Thereiis,adack of discussiom@andiiterature ontie
SsuUeNElfahitrda ity e fiousing in Saudi Arabia.




¢ institutions througi

QUETanLees ‘UT‘T*"iUvq\)eng_of ~clowe)
payment by granting of higher loans.

Invelving-all levels of government through taxation
subsidies.

Community based non-profit organizations are being
organized at local levels to assist in affordable
housing provision.

The main ingredients of land finance and
management expertise are pooled together by
voluntary» erganizations threugh creatingga.nexus
betweemEeyemmentyprivatesananon-profit players;

frax-credits to developers in return;for provision of
affordable housing units.

AR



--*‘affordzibl ousmgvmts jr) Ci -yacenfers and hlstorlc
cores.

7... Distribution of sites for affordable housing to
facilitate integration with society and maintain the
market value.

8. A strong political will is essential to enforce policies
and bring together government and private sectors.

9. At the grass-roots societies with a co-operative
outlook can help organize loans, build housing units
and foster savings.

110! Certaimautenemyitedocal@eyeriiments to deal
effecuvalyAWitn regional peculiarities and players.

11.Planning tools like land-use can be effectively
employed to include affordable housing in new
developments.

2 The urbanization of developihg countﬁes from about
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In" the backdrop of the huge housing demand-and
unemployment integrated approach to housing and
employment has emerged as a viable solution.

The effectiveness of the informal sector in
affordability is due to, choice of sites for
settlements, selective speculation by developers to
offset infrastructure costs and curbing speculation
by compelling immediate occupancy

Informal sector strikes a balance in the trade of
betweenrhousing quality..and: price..Jhis,lack,of
flexibilityainuthegformal secleoisra major hurdietm
ReusIigraiiordabrlty

The idea of Mutual Self-Help groups with revolving
funds and help with expertise for a community helps
in increasing affordability and foster savings.

In-the backdrop of the huge housing demand and
unemployment integrated approach to housing and
employment can be explored.

Some features from the informal sectemfror housing
affordability like, choice of sites"for settlements,
selective speculation by developers to offset
infrastructure costs and curbing speculation by
compelling immediate occupanecy.canjheadepted@as
Ujeldlifi2s for oolicias, -

Informal™Sector strikes a balaneerin the trade of
between housing quality and price. This lack of
flexibility in the formal sector is a major hurdle in
housing affordability
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to ascertain suitability.

5. Eifae iV S St Of fasouress zrcl itz o)
between different players in the housing  sector
implies a certain amount of autonomy to local
bodies at the level of the municipalities.

In the formal sector many of the approaches like
insurance cover for mortgages, employing land-use
tools for ensuring affordable housing, provision are
potentially practical.

Non-government organizations..can help at grass-
roots level implementation of strategies.

We have attempted to identify the parameters that
affect housing affordability and identify the bracket
needing housing assistance.

Further research is necessary to give an in-depth
analysis of each of the inputs and players role in
“housing affordability” in the context of Saudi Arabia.




