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Abstract

Since early 1990s, Malaysia experienced rapid uibation in line with continuous economic growth.spite
various housing programmes implemented by the Maaygovernment together with private sector tovjte
housing for the low income people but the numbesqofatter settlements continue to grow. In 19986, tttal
people living in squatter is more than half of moill including the illegal immigrants from the nelghuring
countries. The government began to increased nuroberew housing stock in order to resolve the issue
However the government later realized the issuwifonger related to housing production but duen@fficient
allocation system. Many studies indicated problanefl by the low income people to purchase the hduseo
bureaucratic process and corruption practices amtrgbureaucrats and politicians in housing alldoat Thus,
in 1997 the Computerised Open Registration Sys@RS] for low cost housing allocation was introdubgdhe
government to provide efficient and more transpassstem of allocation. The system not only usedlldoate
the house for sale built by the government but #isse built by the private sector. Finally theteys not only to
ensure the targeted people will eventually ownesl ldw cost house but also to reduce corruption Wwhg
common problem in developing countries.

Keywords: Low Income People, Low Cost Housing, SeuaDeveloping Countries, Housing
Allocation

Introduction

According to United Nations Human Settlements Paogne Global Report on Human Settlements
(UNHS 2003) in 2001 924 million people or 31.6%tud world’s urban population lived in slums. The
majority of them were in developing regions and 60Pthe world’s total slum dwellers lived in Asia.
The report also suggested the number could increagebillion people live in slums in the next 30
years if no firm and concrete action is taken. Mdaite, the process of economic liberalization dgrin
the 1990s forced many governments to move towaat&aheconomy and retreat from direct housing
provision as promoted by international agenciesvéier the move contributed to widening income
inequality and slum formation during the last thdeeades in many developing countries.

During the early 1990s, Malaysia has experiencqddr@&conomic development and urbanization
alongside other East Asia countries (World Bank38)9Malaysia also labelled as ‘Asian Four’ or the
second generation of New Industrializing CountfdfCs) together with Thailand, Indonesia and the
Philippines. These countries according to World iBame more typical of developing countries
compared to other ‘East Asia Tigers’ such as Sdidghea, Taiwan, Hong Kong and Singapore. In
Malaysia, the pressure on housing is enormouscpiéatly among the low income people. More people
demanding better quality of housing in line witkimg income but at the same time thousands sl li
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in poor condition squatter settlements throughbet dountry. The social and economy change of the
people in the country required improvement in tbading condition over the years. Despite Malaysia
rapid economy growth and the success of variousihgyprogrammes implemented by the government
during the 1990s, the number of people living inaters continues to increase. Thus, raised questio

== among the policy makers and scholars about theteféamess of low cost housing allocation system in
—— Malaysia. Most studies in the past tend to focusethe issues related to housing policy, developmen
~— and construction in developing countries (see eXxampgh 2001; Jenkins et al 2007) and Malaysia in
- particular (see Johnston 1980; Drakakis-Smith 198dlpezzi and Mayo 1997; Bertaud and Malpezzi

2001). But there are still lacked of studies on hberlow income people access to low cost housing
and the role played by the state in the housintiligion and allocation process.

Therefore, this paper will focus on the role oteta low cost housing allocation in Malaysia famfe
ownership. The paper will divided into five partsdiscuss, first the literature review related dw |
income housing provision in developing countrieecé@d part on low cost housing provision in
Malaysia, third on issues related to housing atiooa fourth on low cost housing allocation under
Open Registration System and finally the conclusion

Literature Review: Low Income Housing Provision inDeveloping Countries

Much of the early theory and ideas for low costdiog especially for developing countries during the
1970s to 1980s were written as a reaction to thaities of squatter settlement or to the
inappropriateness of public housing. More appraoerienowledge gradually accumulated from the
experience of experts in United Nations (UN) sentatlvice governments in developing countries
during the 1950s and 1960s. The emergence hougtengtlire of the 60s depended upon ‘learning by
observing' experiences of the authors in Latin Aiocger Africa and Asia. Among them is Charles
Abram, a UN expert and author of the book ‘Man’su§gle for Shelter in an Urbanizing World’
(1964). According to Abram, housing conditions e tdeveloping countries were bad because the
problem had largely been ignored and although he imitially doubtful about the feasibility of state
assisted site and services schemes, he later bemdwoeate of both in-situ slum improvement and
instalment construction by self-help. Another siigaint scholar is John F.C. Turner was more detaile
observer of self-help housing. Turner was advogated self-help’ housing with the state assgstin
with regularised tenure, provision of plots in swimted land and basic affordable utility infrastiue
services. In 1970s, the World Bank adopted Turheoiies into their development programmes. The
‘aided self-help’ housing represented a paradigifi shthe theory and practice of low income howsin
(Pugh, 2001 p.403). Though it ran into conflictiwihe professions which held to high-standard, &rm
social housing and with political leaders who fanemlithe marks of technocratic modernisation in
housing and urban building.

However by early 1980s, self-help approach coutdkeep pace with continued growing urban housing
demand and spontaneous occupation (squatting)ndf fiar informal housing continued to increased
world wide (Jenkins et al. 2007 p.162). By mid 189&@cording to Jenkins et al., the new approach was
introduced by the World Bank characterised as rsitian from housing supply to support policies for
state intervention. The enabling market approack a@dopted by most international agencies and
countries based on the World Bank Report (1993tijodluction of new policy direction in housing
provision by the international agencies accordimgki@kis-Smith (2000 p.163) still could not resolve
housing issues in developing countries which sasulzstantial retreat of the state. Neoliberal reform
towards low income housing clearly has had funddaateémpact on housing provision particularly
related to public sector investment in land andastfucture. During the 1990s most developing
countries also experience the growing expansioimfaimal housing in the form of squatters and
slums.
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Similarly Pugh (2001) argue housing sector develmnin the developing countries has taken a
different course and has been subject to far greaternationalisation then was the case for the
developed countries during the 1990s due to filstnographic transitions have produced higher rates
and volumes of demographic growth due to the eaaljes of marriage and improved health. Second,
economic growth has been characterised with greatgrhasis to the service sector and the rate of
saving and investment has been largely insuffidiergbsorb the annual volume of new labour supply.
Third, effects from the first and second factordlioms have been economically pushed into the mrba
informal sectors where income is low, intermittamd uncertain. Finally, urbanisation and housing
sector development have been subject to mass sgaattiement. To resolved the issues, during 1990s
almost all low cost housing was provided eithetthmy state or within the existing rental market. §hu

in developing countries according to Drakakis-Snf2000) still concern about conventional public
housing scheme, large scale clearance and redevettpMalaysia is one of the countries pursuing
conventional public housing programme with largalscsquatter clearance particularly during the
1990s. Since 1980s, the government are not keémglement the squatter upgrading and self-help
housing programmes as suggested by the World Balikeuother developing countries. Instead, the
government rely on private sector to provide cotiegal low cost housing in addition to public
housing programmes.

Low Cost Housing Provision in Malaysia

Federation of Malaysia consists of 14 states iriofyidrederal Territory and cover an area of 329,750
sq. km. (refer to Figure 1). According census iO@Qpopulation of Malaysia is at 20,966,284 people
with 81.6 % live in Peninsular of Malaysia. The ptation are projected to be at 28.3 million peaple
2009 (Statistical Department Malaysia 2009). Maspydation concentrated along the west coast of
peninsular of Malaysia especially in the Klang ¥gltegion, Penang Island and Johor with 55% live in
urban areas in year 2000. Consist of three majoesiathe Malay/Bumiputera (65.7%), Chinese
(25.6%), Indians (7.5%) and others (1.2%) and fbezehaving one of the most complex ethnic mixes
in South East Asia (Funston 2001 p.160). The palitstability has been the key factors for Malaysia
continuous economic growth since independent.

Housing provision in Malaysia are divided into sedecategories according to selling price namely
high, medium, low medium and low cost housing basedlinistry of Housing and Local Government
definition. Unlike other housing categories, s@liprice and buyers for low cost housing in Malaysia
are controlled by the government (refer to Tablesibye independence. The target group usually are
low income people with maximum monthly householdoime determined by the government from
time to time. Since 1981, the ceiling price was &RM25,000 per unit for people with income
between RM500 to RM750 per month. For seventeersytba price remained the same throughout the
country regardless of project location, house typé inflation. Despite many complained from private
housing developers since early 1990s (Morshidi let1897; Saleh and Lee 1997), MHLG only
introduced the low cost housing new price structor@une 1998. The determination of new low cost
house price is based on the land cost where thgegbréocated. Therefore, it reflects market
consideration in the pricing of low cost house $ate. However for the public housing projects, the
price structure is slightly different with lowerlisgg price according to location. The maximum low
cost house price fixed at maximum RM42,000 for gtievsector projects and RM35,000 for public low
cost housing projects. The government also impas86% low cost housing quota for every private
sector residential development regardless of thiggirlocation.
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Figure 1. Map of Malaysia

Source: http://lib.utexas.edu/maps/malaysia.html
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Table 1: Low Cost Housing Price in Malaysia

il

Period House price/unit Area House Type Target Grop
Before 1970 RM 5,000 to All All Income less than RM300
RM 12,000 per month
1970 - 1980 RM 15,000 to All All Income RM500 — RM
—] RM 18,000 700 per month
—— 1981 - 1997 RM 25,000 All All Income RM750 — RM
1,000 per moni
__________ 1998 — to date RM 25,000 — Based on According to Income RM750 — RM
RM42,000 land value | location 1,500 per month

Note: 1.00 Malaysian ringgits = 0.21 British pounds sterling (as of 31> May 2010)
Source: Asek 2007

From 1971 to 2005, a total of 1,047,861 units @f tost house were built by public and private sscto
in Malaysia with another 165,400 units planned £®0€06-2010 period. Overall, private sector
achievement is much better than public sector ajhahey only began active involvement since 1980
with total 546,563 units completed as comparedutalip sector with only 501,298 units completed. The
private sector contributed bigger portion of lowsthousing since Sixth Malaysia Plan (1991-1995) in
line with global trend towards market provision.vitever the contribution by private sector began to
decline following to Asian Financial Crisis in 19@&fer to Figure 2 and Figure 3).

Figure 2: Completed Low Cost Housing Unit by PubliePrivate Sector from 2 to 8" Malaysia Plan

Unit
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2nd (71-75)  3rd (76-80)  4th (81-85)  5th (86-90)  6th (91-95)  7th (96-00)  8th (01-05)  9th (06-10)
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Source: Various Malaysia Five Years Development Pia
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Figure 3: Share of Public-Private Low Cost HousingProvision from 4" to 8" Malaysia Plan

4th (81-85) 5th (86-90) 6th (91-95)  7th(96-00)  8th(0L1 -05) 9th (06-10) * Malaysia Plan

[Public Sector @ Private Sector

Source: Various Malaysia Five Years Development Pia

Meanwhile in term of public low cost housing expitmick in Malaysia, since 1971 the public housing
expenditure is steadily increased in every fiveryitalaysia plan (refer to Figure 4). However the
government began to reduce the public housing eltpge during the Fifth Malaysia (1985-1990) and
Sixth Malaysia Plan (1991-1995). This is in linglweconomic liberalisation and increased role maye
by the private sector in housing provision during booming period. But since the crisis, the exjiera
continued to increase sharply in line with biggaemlayed by the state in housing provision. Altaf
RM9.4 billion allocated for low cost public housirdpuring the Ninth Malaysia Plan (2006-2010)
compared to RM4.2 billion in the Eight Malaysia ®Ig2001-2005), an increased of more than 110%.
Unlike in the public sector, there is no recordgios expenditure spend by the private sector indost
housing provision. If the expenditure for privaez®r low cost housing is included the figure coloéd
more than double.
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Figure 4: Public Low Cost Housing Expenditure (19742010)
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The Structure of Housing Provision (SHP) in Malaysising framework developed by Ball (1986),
indicated growing state intervention in low costusiong provision in Malaysia despite pressure from
international agencies particularly Internationapridtary Fund (IMF) for neoliberal reform and state
retreat during the Asian Financial Crisis (referRigure 7). In addition to private sector provisitine
federal government is also involved directly in l@ast housing provision through implementation of
People Housing Programme (PHP) since 1998. Undé&, RHotal of RM 2.32 billion was allocated for
construction of 52,496 unit public rental housethini5 years (1998-2002) nationwide. For the peabd
2002-2006, another 50,000 units were planned fatateand 40,000 units for sale. The objective &f th
program is to spur economic growth following theaksFinancial crisis and to eliminate the squatters
(Asek, 2007). Federal government believe by bugdiental houses not only use for squatters
resettlement programme but also crucial to kicktdtee economy through construction industry during
the crisis (refer to Figure 6).
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Figure 6: Squatters area redevelopment for low cost housing under PHP
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Source: Author Collection

PHP is the largest public low cost housing prograndiadicated for rental since independence by federa
government. PHP for rental initially planned aspenary house to relocate the squatters and latebevi
offered to other low income people when the Zeroad®gr Programme have achieve it target. Meanwhile
PHP for sale are targeted towards low income pepaftéicularly squatters at the discounted price of
RM35,000 per unit. Among important features of PHEluding the federal government are no longer
have to rely on state government to provide thel lbat can resort to buying land directly from the
market. Under the programme, the house is stiletiout at a very low rate of RM124 per month to
make them affordable to the squatters (Asek, 200221). Although the state governments still
responsible for low cost housing allocation, bu¢ federal government realize the need for them to
monitor the allocation process at the state goventrievel. Therefore, federal government requirergv
state government to use the Computerised Open tRegia System (ORS) for low cost housing
allocation for both PHP and private sector low dusfising. However the analysis in this paper iy onl
based on the allocation of low cost house for sale.
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Figure 7: The Structure of Housing Provision in Mahysia After 1997
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Issues related to Low Cost Housing Allocation in Miaysia

Despite the success to increase low cost housiogjsoon by both public and private sector in Malays
— since 1980s. The study by MHLG (1999) and stat&elfngor (1997) revealed there are total 571,261

o= people still living in squatters throughout the ooy (refer to Table 2). The squatter areas comated
—— mainly in the Klang Valley (Selangor and Kuala Lumy Johor, Penang and Sabah. State of Selangor has
= the highest number of population live in squattéthwi71,396 people or 30% of the total. Meanwhile
— Sababh, the squatter residents are mostly illegaligmants from Southern Philippines which becomeahr
— to national security (MHLG 1999). Therefore, thevleost housing provision issues in Malaysia is no
——— |longer at the development and construction stagesather on consumption stage.

Table 2: Squatter Settlements, Buildings and Poput&on according to State in 1999

State 19.99 -
Settlements Buildings Population
Selangor (1997) 314 40,064 171,396
Sabah 143 32,235 148,099
Federal Territory Kuala Lumpur 197 26,941 134,345
Johor 74 7,708 30,832
Sarawak 75 8,268 29,173
Perak 118 3,945 14,991
Kedah 58 3,074 12,822
Pulau Pinang 26 2,009 6,985
Perlis 22 1,380 6,558
Pahang 23 1,074 4,511
Federal Territory Labuan 1 1,315 5,978
Terengganu 12 792 3,915
Negeri Sembilan 9 256 1,460
Melaka 5 56 196
MALAYSIA 1,077 129,117 571,261

Source: Ministry of Housing and Local Government, 06

There are two main reasons identified which coutglan why government could not resolved the
squatters problem during the 1990s. First, accgrtinSalleh & Chai (1997, p. 217) is due to misthatc
between low cost housing supply and need. Thisl@nolalso contributed partly by the blanket 30% low
cost house requirement imposed by the governmetitetgrivate housing developers. Hence, the supply
does not reflect the actual housing need in thécqodar area. Similar issue also raised by Siratl.e¢1999)

as they argue that private sector failed to delilerhouses where demand was most pressing partcul
in urban areas. With most squatters settlemengddawithin existing town but it was identified mosw
low cost housing development located in the sulauirdnd rural areas. Second, related to poor system
low cost housing allocation system as highlightgdriany researchers (Salleh and Meng 1998; Siralt et
1999). Poor allocation practice and corruption tedlifficulty faced by the genuine applicants irdihg
the squatters to get access into low cost housing.
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—— At the same time MHLG also received many complaifiech the public including the houses were not
-—— sold to the target group and the selection proekbsyers is highly questionable (MHLG 1998). Thiass
~—— important for the Ministry to intervene and startized the selection criteria for low cost housedyayin

order to resolve the issue. The MHLG's officer mtews revealed there are three main reasons béénd

‘"% federal government intervention in low cost housatigcation. First, is to ensure the low cost heuse
——owned and occupied by the genuine low income peddldLG need to make sure only eligible low

—— v

f negotiation by the housing officers and eventuediyld eliminate the corruption. The reform in adtion

income people are allowed to purchase low costéolise new housing allocation system could reduce

practice is crucial to reduce misused of power l®y politicians. With the system linked directly ttee
MHLG, the officers at the state level are unlikelijl delete or amend the applicant information. $hat
the same times promote greater transparency irctmivhouse buyer selection. This it is very imputria
order to restore people and private sector configethe low cost housing allocation system in Mala.
The effort is also in line with government strategymprove public sector management and governasce
promoted by the international agencies.

Secondly, to assists private housing developersown cost housing provision. This is in line with
recommendation by the World Bank in 1993 for goweent to become facilitator and enabler for marget t
work (World Bank, 1993). With the role for low cdsbusing provision has shift from the public sedtor
private sector during 1990s in Malaysia, the MHL&what ever it can to facilitate the market. Withou
reliable data on low cost housing demand accorttingarticular area, most private housing developers
reluctant to built the house. Thus the creatiora @entralised low cost house registration at theL®H
could provide valuable information to the privateter in their planning. With the list of eligibluyers
provided by the state government, housing devesogenerally don’t have to worry about saleabilityhe
houses. Thus, indirectly the state is helping natkeoperate efficiently. Finally, is to provideeth
information required for low income housing plarmioy the government and the private sector. Thd nee
to plan for the Five Years Malaysia Plan requiresnprehensive housing demand data. With other
demographic and housing condition data, Ministrl} lae able to project the total housing need adelya
The data available in the system not only usefuldar cost housing planning in the public sector &lso

for private sector. The data also could be usetktermine people migration pattern and housing lesed
requirement in Structure or Local Plans by localharities. The data in the low cost house buyer's
registration system could be used by both publid private sector in low cost house planning and
development.

There are also limited studies focused specificallylow cost housing allocation system in Malaysia
except by Alithambi (1979), Norehan (1984) Agus88Pand MHLG studies in 1996, 1998 and 2006.
Meanwhile other studies focus mainly on the lowt dasusing provision but indirectly discussed traues
related to low cost housing allocation (Malayan slog Trust 1956 and Ministry of Housing and Local
Government 1968). Therefore it is difficult to dongprehensive analysis of low cost housing allocatio
system in the past. As shown in Table 3, the statefederal governments are always played an import
role in low cost housing allocation in Malaysia.€Timain eligibility criteria are hardly changed esphy

the household income and number of dependent. lldw@ton system also remained the same since 1970s
which is still based on waiting list system accoglto ethnic quota. While many other countrieshie t
region such as Singapore are no longer use wdithgystem and move towards more market oriented
allocation, but the practice in Malaysia still igadhe market input in the allocation process.odl981,

the government role in low cost housing allocatooy limited to public housing allocation. However,
when private sector actively involve in low cosukimg provision during the 1980s, the governmegahe

to intervene in the private sector low cost housitigcation. Thus, since 1980s the allocation systevere
used for both public and private sector low costdiryg.
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Table 3: Low Cost Housing Allocation System in Malgsia

Period Allocation System Key Eligibility Criteria R esponsibility
1950s ‘First Come First Served 1. Household income of less than Federal Government
System’ (public low cost RM300 (Malayan Housing Trust and
housing) Local Councils)
1960s ‘Waiting List System’ based on| 1.Household income of between| Federal Government
First Come First Served (point| RM300-RM750 (Malayan Housing Trust and
based for public low cost 2.Dependents up to 16 person | Local Councils)
housing)
1970s ‘Waiting List System’ with 1.Household income of between| Federal Government
Ethnic quota in some state RM300-RM750 (Malayan Housing Trust and
(point based for public low cost 2.Dependents up to 16 person | Local Councils) and State
housing) 3.Period live in the state government
1980s ‘Waiting List System’ with 1.Household income of between| State Government
Ethnic quota in some state(point RM500-RM750 (state government allocation
based for both public and 2.Dependents up to 16 person | system)
private low cost housing) 3.Applicant’s Age
4.Type of House
5.Period live in the state
1990s Waiting List System’ with 1.Household income of between| State Government
Ethnic quota (point based for RM500-RM750 (state government own
both public and private low cost 2.Dependents up to 16 person | computerised allocation
housing) 3.Applicant’'s Age system)
4.Type of House
5.Period live in the state
1997 to ‘Waiting List System’ with 1.Household income of between| Federal Government (Open
date Ethnic quota (point based for RM1000 — RM1500 Registration System)
both public and private low cost 2.Dependents up to 7 person
housing) 3.Applicant’'s Age
4. Disability

Source: 1) Malayan Housing Trust Annual Report, 1957
2) Ministry of Local Government and Housing, 1968

The low cost housing allocation system in Malaysa gone through many changes since British Cdlonia

3) Alithambi, 1979
4) Agus, 1986 and1992

5) National Housing Department, 2006

period. For the purpose of this paper, the disonssi the next section will focus on the developmahn

low cost housing allocation system under Open Regiien System (ORS) for low cost house buyersesinc

1997.
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Low Cost Housing Allocation in Malaysia under the (pen Registration System (ORS)

In view of various issues related low cost housitigcation during the early 1990s, the federal gorent
believed there is a need for more efficient andgparent system for low cost housing allocationtlier
whole country. The Research and Development Dinigio known as MAHSURI (Malaysia Housing
Research Institute) of National Housing Departnvess responsible to come out the proposal to establi
the Open Registration System (ORS) in the early619ORS finally approved for introduction and
implementation throughout the country in May 198H(G, 2004 p.1). The ORS aim to standardized the
policy and selection criteria for low cost houseydwufor all state governments in Malaysia. Before
implementation of ORS, low cost housing allocatisnresponsibility of respective state government
without MHLG intervention.

The new allocation system not only limited for séifen of buyers for public low cost housing butaals
include those built by private sector. The systésn mcorporates systematic and effective meadorabe
buying and selling of low cost houses. There are finain purposes of the ORS establishment accotding
MHLG (MHLG 1998). First is to provide a countrywideaiting list” of eligible low cost house buyers.
Second, to standardized the criteria for the seleatf eligible buyers that are considered qualifand
therefore can be “short listed”. Third, to avoidsoonduct in the selection of eligible low cost hous
buyers, Fourth, to ensure that only eligible buyeils be entitled to buy and subsequently own loostc
houses and that no buyers shall be allowed to psecmore than one unit of low cost house; andlyital
make the selection process are more transpareatféeberal and state government believe it is ingmtrt
for them to control low cost housing allocatiortle private sector to make sure the house areosdycto
low income people. Under ORS, the applicants wipirago purchase a low cost house must registdr wit
the MHLG through the respective state (refer touFég8). The registration is open throughout ther,yea
which explained why the system named as ‘Open Ratan System’. Registration can be done manually
at all state housing sections or district officgdiliing in the provided form. Subsequently MHL@rbugh

its agents at the state level then will inputsdhta into the computerized ORS.

Upon receiving the form, the state government stdlrt processing the application. Data on the aapts
are sorted by computers and on the basis of thewnies, dependence, age and their housing needs,
numerical scores are assigned to each applicaatitiPwill be given to eligible applicants with ¢hhighest
points to buy low cost house based on ‘Waiting ISgstem’. According to MHLG (MHLG 2006) full
implementation of the ORS throughout the country mherive several outcome, first data on the paaénti
and eligible applicants and supplies of low cosidiiog stocks can be compiled by relevant autheritiea
more systematic and comprehensive manner. Secbadallocation processes can be monitored with
relative ease. Third, evaluation of backgroundshef applicants and selection of eligible buyers lban
done within a shorter time frame; and finally ORBwed a more transparent and fair distributioricaf
cost houses.

Since it establishment in 1997, ORS has undergerakphases of improvements. However basic criteria
such as applicant’'s income, dependents, occupatiga, and disability are always used to determine
buyer’s eligibility. The first edition of Guidelinfor Selection of Low cost House Buyers under thpe©
Registration System was issued in January 1996.gUideline later revised in September 1997 (Second
Edition) and April 1998 (Third Edition). The guidss issued by MHLG provide guidance for the state
government to set the eligibility criteria for heubuyer selection. The latest revision to the dirids
implemented since April 2006 (refer to Table 4)atidition to income, the current house location all

be considered in awarding the point since it réfl¢lse burden faced by the applicants. The incanadsio

will be adjusted based on Consumer Price Index)(@Rd only real income will be used to determine th
applicant eligibility. For the first time, economfactors such as cost of living and CPI are takeo i
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—— account when making decision to allocate the logt bouse. Simple application form are aim to eragerr
-—— more low income people to apply and register witb system. Under the revised system no additional

— document are needed during application except & obpdentity card to ensure only Malaysian citizen
: apply for low cost house.

Figure 8. Allocation Process for Low Cost Houses uter the ORS 1996-2005

’iinh‘llmh

Fill in Application Form

ﬂ

v Sublmit %
State Housing District
Division Office

I I

'

Input Applicants Info.
Into Computer

* Send Successful
Short Listed Applicants List to
Successful Applicants »|  National Housing
for Interview Department for
* Record
Conduct Interview
Selection of

Successful Applicants
using Computer

v

Screening by State
Selection Committee

List of Successful
Applicants
| Distribute
v v v v
National District State Housing Housing
Housing Dept. Offices Agencies Developers

Source: National Housing Department Malaysia, 1997
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Table 4: Eligibility Criteria according to MHLG 200 6 Guidelines

Rank Main Criteria Max Points

Monthly household income 30
Dependents 30
Applicant age 10
Marital status

Applicant Disability status
Health status

Status of existing house
Ex-police/Army
Occupation

Registration duration
Disable children

Disable spouse

N~N~NNOOGOORWNERE P

NNNNWSAMOOOO

Total Max. Points Awarded = 100

Source: National Housing Department, Malaysia 2006

In December 2001, MHLG began to implement a cemoahputerised database system for ORS because
some of the state governments still don’t havertbein computerised system (MHLG, 2004b p.1). The
computerised system was created in order to gettagdnformation on the low cost housing applicatib

the state level for monitoring and record purpo3$ée data from ORS data base would allow for istate
cross-checking for low cost house applicants infdiom, eliminate multiple applications, statistical
purpose for low cost housing planning and resebychlinistry or state governments (MHLG, 2004b p.2).
Under the new computerised system introduced i 28i0 state governments are provided with compguter
which linked directly to Ministry of Housing and tal Government database in Kuala Lumpur (refer to
Figure 8). The registration and applicants datddcbe up-date immediately by the state governnigmts,
enable an on-line inter state applicant’'s databasss-check, inter state application and an on line
application status checking by the applicants. Fddgvernment therefore will be able to keep triwk
registration and allocation practice at the stateeghment level.

MHLG also believe involvement of the politician agdvernment officials in the state during selection
process could be minimized using the improved cdenmed allocation system. At the same time it will
promote greater fairness and transparency in altotarocess. During the 1980s and early 1990stiqxl
intervention and corruption in low cost housesadtmn is rampant as explained by Agus (1986 & 1992
thus hampered federal government effort to imprbeeneownership among the low income people.
Centralised computerized system also mean applideorn different state can now apply low cost hdase
another state (i.e. by retired army or governmentants). Data from the system not only can be tsed
identify local people demand but at the same tioreiriter-state low cost house demand. The allooatio
process also will be improved which includes appeatess for unsuccessful applicants directly tol/@H
and easier access for application. In the pastppea was allowed for applicants failed in the ciide
process.
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Figure 8: Computerized ORS Operations in Malaysia Bice 2006

SARAWAK
SELANGOR @]

Ministry of Housing
&Local Government
Malaysia ORS Database

District 3

Source: MHLG, 2004

Since it establishment in 1997 until 2005, a tofa#92,150 people already registered with ORS (MHLG
2005). The low cost house applicants are sortedrdity to different status in the system beforengei
place in the waiting list. As of 31 December 208%¢tal 119,964 people has been offered to purdoase
cost house through ORS. Under the Ninth Malay&a P2006-2010), measures for further improvement
of the registration and allocation system for lomstchouses to ensure proper distribution and pteven
genuine target groups from being denied the oppiiytio buy these houses. Information in the databa
will be regularly updated and the criteria for stilen of eligible buyers will be revised and starised for

all states. The existing centralised database mysteMHLG will be upgraded and integrated with the
database administrated by state governments titdeeithe selection and distribution of low costikes in

a more systematic and transparent manner (Mala38@6 p.447). The new improve system also allowed
applicants to check application status on-lineimtarnet at Ministry of Housing and Local Governren
website (refer to Figure 9). The moved is cleaplymtake it easier for low cost house applicantshieck
their status and at the same time to promote greratesparency into the system.
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Figure 9: Example of On-line ORS Application StatusChecking from MHLG's Website
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—— With strong commitment from the public and privagetor to provide low cost housing combined with an
-—— efficient low cost housing allocation system un@RS, Malaysia successfully reduced the number of

people living in squatters. The data from MHLG ra&eel, in 2006 the total number of people live in
squatter has reduced significantly to 102,045 f&fh,261 in 1999, reduction of 82.1% over sevensyear

:E period (refer to Table 5). In some more urbanisatedike Selangor and Kuala Lumpur, the achievensen
—— very impressive with more than 90% reduction in bemof people living in squatters. Therefore, the
__— government is committed to improve allocation sysie order to provide better access to low cosshau

— among the low income people.

.= Table 5: Population of Squatter according to Statén 1999 and 2006

Changes (+/

)

Population Population -
State (1999) (2006) Population %
Selangor 171,396 3,928 -167,468 -97.7
Sabah 148,099 38,868 -109,231 -73.8
Kuala Lumpur 134,345 11,969 -122,376 -91.1
Johor 30,832 11,411 -19,421 -63.0
Sarawak 29,173 9,515 -19,658 -67.4
Perak 14,991 7,766 -7,145 -48.2
Terengganu 3,915 846 -3,069 -78.4
Kedah 12,822 3,520 -9,302 -72.5
Pulau Pinang 6,985 5,835 -1,150 -16.5
Perlis 6,558 2,266 -4,292 -65.4
Pahang 4,511 2,928 -1,583 -35.1
Labuan 5,978 1,068 -4,910 -82.1
Negeri Sembilan 1,460 247 -1,213 -83.1
Melaka 196 85 -111 -56.6
MALAYSIA 571,261 102,045 -469,216 -82.1

Source: Ministry of Housing and Local Government, 206

Conclusion

The squatter’s population during 1990s in Malaysa shown an increasing trend despite rapid ecanomi
growth and active low cost housing provision byhbstate and the market. The trend is also common in
other developing countries. The Malaysian goverrinrealize without efficient, transparent and fair
allocation system, the objective to ensure homeeoghip among low income people and squatters
elimination could not be achieve. Therefore in 198% Ministry of Housing and Local Government
(MHLG) established the Open Registration System §DRor low cost house buyer registration in
Malaysia. Among the objectives of ORS are to elaténthe corruption and political intervention imwlo
cost housing allocation which could jeopardize tmances of genuine buyers. The practice low cost
housing allocation in Malaysia is rather uniquaha sense, the state not only control the sellingublic
housing but also those built by the private seaMthough implementation of ORS managed to improve
housing allocation system in general, but at theeséime it restrict the private sector to sell loast
houses directly into the market.
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—— Unlike in other developing countries, the Malaysgovernment is willing to implement large scale low
-~—— cost housing programmes such as People HousingaPnate (PHP) for rental and sale in order to clear t
squatters since 1998. For the first time since peddence, the government undertake large scalécpubl

: housing programme to solve squatter problem in {ada The government also skilfully tab the potanti

== of private housing developers to provide low costiding without direct subsidy. This is unique i th

—— sense both state and market worked together tdderdwusing for low income people. Despite various
~__—rules and regulations governing private sectory tsll managed to deliver the low cost housing as
— intended by the government. Thus, low cost hougirayision in Malaysia is clearly did not fit with
== neoliberal model as suggested by the internatiagahcies. The state clearly intervened directlpuwncost

~— housing provision and showing no sign of retreahanear future.

However the practice of low cost housing provisam allocation in Malaysia could provide bettervesrs

to growing housing issues in other developing coesit The improvement of housing construction alone
proved difficult to achieve better access to hogisimong the low income people. Therefore it is irtga

for government to intervene to ensure only targgi@adip eventually buying and live in low cost hagsi
Although the government control in housing allogatis common in other countries but mainly for bl
low cost housing. But the control of private sedtaw cost housing allocation is the key to governtne

success to reduce the number of squatters in Mal&ysthe last 15 years.
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