Y R
N\l S

United Nati
4 nited Nations
UN-HABITAT ESCAD

7

housing
- POO0I*
=am 1N Asion
cihes

neglected housing option for
the poor




Copyright © United Nations Human Settlements Programme and
United Nations Economic and Social Commission for Asia and the Pacific, 2008

ISBN: 978-92-113-1946-0
HS/959/08E Housing the Poor in Asian Cities, Quick Guide 7

DISCLAIMER

The designations employed and the presentation of material in this publication do not imply the expression
of any opinion whatsoever on the part of the Secretariat of the United Nations concerning the legal status of
any country, territory, city or area or its authorities, or concerning the delimitation of its frontiers or boundaries
regarding its economic system or degree of development. The analysis, conclusions and recommendations
of this publication do not necessarily reflect the views of United Nations or its member States. Excerpts may
be reproduced without authorization, on condition that the source is indicated.

Cover design by Tom Kerr, ACHR and printed in Nairobi by the United Nations Office at Nairobi
Cover photo by United Nations Economic and Social Commission for Asia and the Pacific (UNESCAP)

The publication of the Housing the Poor in Asian cities series was made possible through the financial support
of the Dutch Government and the Development Account of the United Nations.

Published by:

United Nations Economic and Social Commission for Asia and the Pacific (UNESCAP)
Rajdamnern Nok Avenue

Bangkok 10200, Thailand

Fax: (66-2) 288 1056/1097

E-mail: escap-esdd-oc@un.org

Web: www.unescap.org

and

United Nations Human Settlements Programme (UN-HABITAT)
P.0.Box 30030 GPO 00100

Nairobi, Kenya

Fax: (254-20) 7623092

E-mail: tchb@unhabitat.org

Web: www.unhabitat.org



Acknowledgements

This set of seven Quick Guides have been prepared as a result of an expert group meeting
on capacity-building for housing the urban poor, organized by UNESCAP in Thailand
in July 2005. They were prepared jointly by the Poverty and Development Division of
UNESCAP and the Training and Capacity Building Branch (TCBB) of UN-HABITAT, with
funding from the Development Account of the United Nations and the Dutch Government
under the projects “Housing the Poor in Urban Economies” and “Strengthening National
Training Capabilities for Better Local Governance and Urban Development” respectively.
An accompanying set of posters highlighting the key messages from each of the Quick
Guides and a set of self-administered on-line training modules are also being developed
under this collaboration.

The Quick Guides were produced under the overall coordination of Mr. Adnan Aliani, Poverty
and Development Division, UNESCAP and Ms. Asa Jonsson, Training and Capacity Building
Branch, UN-HABITAT with vital support and inputs from Mr. Yap Kioe Sheng, Mr. Raf Tuts
and Ms. Natalja Wehmer. Internal reviews and contributions were also provided by Ms.
Clarissa Augustinus, Mr. Jean-Yves Barcelo, Mr. Selman Erguden, Mr. Solomon Haile, Mr.
Jan Meeuwissen, Mr. Rasmus Precht, Ms. Lowie Rosales, and Mr. Xing Zhang.

The Guides were prepared by Mr. Thomas A. Kerr, Asian Coalition for Housing Rights (ACHR)
based on documents prepared by Mr. Babar Mumtaz, Mr. Michael Mattingly and Mr. Patrick
Wakely, formerly of the Development Planning Unit (DPU), University College of London; Mr.
Yap Kioe Sheng, UNESCAP; Mr. Aman Mehta, Sinclair Knight Merz Consulting; Mr. Peter
Swan, Asian Coalition for Housing Rights; and Mr. Koen Dewandeler, King Mongkut Institute
of Technology, Thailand.

The original documents and other materials can be accessed at: www.housing-the-urban-
poor.net.

The above contributions have all shaped the Quick Guide series, which we hope will contrib-
ute to the daily work of policy makers in Asia in their quest to improve housing for the urban
poor.

QUICK GUIDES FOR POLICY MAKERS 7, RENTAL HOUSING



Contents

Housing in Asian cities: To OWn it OF t0 FENEIL? ......ccvevieieicsicee s 2
Rental housing: An important part of urban housing markets...........c.oeeererennceninne 4
4 reasons why rental housing in cities tends to be invisible

8 common myths about rental NOUSING ..o
How do people access rental housing in the first place?...........ccoovvivvniinsni,

CONCEPTS

Who are the 1andlordS? ...
5 types Of [ANAIOFUS .......cvuveeiricic e
How demand for rental housing is determined
How do landlords and tenants work out their rental arrangements? ...........cccccoeeenee 14
How the duration of rental agreements is negotiated............ccovevvrvereirinniniininns 15
Landlord-tenant relationships ..........ccccoeerrninncens

When tenants are their own landlords

APPROACHES

The supply of rental ROUSING ........cc.ceiviiiieicieicie e
HOW MUCh rent t0 ChAIGE? .......covierericieereeisee et 21
Policies which regulate rental housing in ASian CitieS..........ccovvireerieniiiesniennnns 22

TOOLS & GUIDELINES

6 ways to promote rental housing in housing POlCIES .........ceerieerirrririeriririinenes

RESOURCES

Books, articles, publications and WEDSILES ............orrrrrrrirrnirnirsesereeeeesseseeees

QUICK GUIDES FOR POLICY MAKERS 7, RENTAL HOUSING



It is a common misperception that everyone
wants to own a house. For many people,
rental housing is a better option. |

PHOTO: ACHR

S
Rental housing: A much
neglected housing option
for the poor

QUICK GUIDE FOR POLICYMAKERS NUMBER 7

Millions of people in Asian cities are tenants. Rental housing may be only a partial
answer to urban housing problems, but it is an important housing option — especially
for the urban poor, and particularly in situations where people are not ready or able to
buy or build houses of their own. In spite of this, governments in Asia have done little
to support the improvement of rental housing which already exists or the expansion
of affordable rental housing in new areas.

Rental housing markets are influenced by, and respond to, local economic and
political conditions and regulatory frameworks, and can be very different from city to
city. Landlords, tenants and investors develop and use rental housing in flexible and
inventive ways, so as to satisfy needs and maximize its asset value. All this makes
rental housing an integral part of well-functioning housing markets.

It is important that policy makers understand the intricacies of their cities’ rental housing
(both formal and informal) and know how to formulate effective, flexible policies to regulate
and promote it. The first section of this guide reviews the characteristics of rental housing
markets and how they function. The issues of demand and supply of rental housing are
discussed, including the concept of rent-free housing. The later part of the guide presents
policy options to regulate, promote and expand rental housing — especially for the urban
poor.

This guide is not aimed at specialists, but aims to help build the capacities of national
and local government officials and policy makers who need to quickly enhance their
understanding of low-income housing issues.
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CONDITIONS

Housing in Asiom cities:

to ovwn it or to rent it?

In the past few decades, governments in
many Asian countries have actively promoted
homeownership through various means:
subdividing new land, extending infrastructure
and transport grids into new areas, making
housing finance easier to access and more
affordable to more people and smoothing the
way for private-sector housing developers.
Expanding a city’s stock of owned houses and
apartments creates employment, stimulates
local economies and is seen as contributing
to social and political stability. In most places,
homeownership has come to be seen as the
most secure and most desired housing option,
and therefore ideal for Asia’s urban citizens.
When people own their home, it is a source of
pride, happiness and stability.

At the same time, rental housing suffers from
a bad reputation: landlords are often perceived
as being exploitative and only too happy to of-
fer crowded and sub-standard housing at the
highest price they can get from the vulnerable
poor. Rental housing, especially at the lower
end of the market, has also often been seen as
being shrouded in illegality and as contributing
to inner-city decay. The frequent eviction and
mobility of tenants have been likewise seen as
potential sources of civic unrest.

But even so, great numbers of people who live
in Asia’s cities continue to rent rather than buy
the housing they live in. In fact, the numbers of
people living as tenants in cities are increas-
ing. Rental housing today constitutes a large
proportion of the urban housing stock in many
Asian countries — and in many other countries
around the world.

Why do people rent?

For many people, the decision to rent hous-
ing is a deliberate, reasoned choice. It is
not just because they can't afford to buy
a house. People’s reasons for making this
choice are not all the same, though:

Renting lets people stay mobhile and
move away when good work is available
elsewhere, without being tied down to
any particular place or to regular house
payments.

Renting gives people flexibility in
how they manage their household
budgets, moving to cheaper housing
when times are hard and to better housing
when their incomes increase, or freeing
up more of their earnings for more essen-
tial needs like food, education, medical
care or emergencies.

Renting accommodates people in
transitory periods of their lives, when
they are not yet ready to settle down in
one place.

Renting accommodates people who
may not want to make the long-term
financial commitment that comes with
buying a house, or to face the long term
costs involved in repairing and maintain-
ing their own house.

Renting allows people to send
more of their city earnings home to
relatives, or to invest in buying land or
building a house back in the village.
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Almost half the urban population in
most developing countries is made
up of tenants.That is hundreds of
millions of people.

Source: UN-HABITAT, 2003
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Urbu:n rental statlsl:u:s cox'e not easy
to assess

Itis difficult to collect and compile comparable data on rental housing. Many countries keep records
which do not separate rental housing from non-rental forms of housing which are not ownership,
such as sharing. Sometimes the distinction is hard to make, especially in Asian countries where
extended family households are still common, in which relatives and grown-up children with
households of their own still live in the family home. In addition, national rental statistics can be
misleading, since they may suggest overall national patterns of rental housing which hide local
realities. Rental housing patterns tend to be much higher in cities than in rural areas, and also
vary greatly between cities within the same country. For example, the national average proportion
of renters in India is only 11% but for the city of Bangalore, it is 55%.

Housing tenure in countries  Housing tenure in cities
Owners  Renters Other Owners  Renters  Other

Germany 40% = 60% Berlin 11% 89%

Netherlands 53% = 47% — Cairo 37% 63% —
USA 66% 34% — Bangalore 43% 55% 2%
U.K. 69% 31% — New York 45% 55% —
South Africa 69% = 31% — Rotterdam 26% 49%  25%
Brazil 4% 25% 11% Johannesbhurg 55% 42% 3%
Egypt 7% | 22% 2% Bangkok 54% 41% 5%
Bolivia 60% 18%  22% London 58% 41% —
Thailand 87%  13% — Santa Cruz 48% 21%  25%
India 87% 11% 3% Sao Paolo 70% 20%  10%

Figures include both formal and informal urban housing. Sources: UN-HABITAT, 2003 and Kumar, 2001
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CONDITIONS

cem importent peot of
urbem housing menkets

In any city, rental housing is an important element of a well-functioning housing market that re-
sponds to the full spectrum of its citizens” housing needs — rich and poor. In some cities, rental
housing adds up to a considerable proportion of the total housing stock, while in others it may
be less. But rental housing is always there and it is always needed. It is not just the poor who
need rental housing, or economically poor cities that need to offer rental housing: even in some
of the most affluent cities, the complexities of urbanization patterns and state policy translate into
thriving rental markets.

|l What is rental housing?

At the upper end of the market: Rental housing for better-off tenants could take the form of
luxurious apartments or sub-let condominiums in city-centre high-rises, row-houses or detached
houses of all shapes and sizes.

For the urban poor: Rental housing might come in the form of cheap rental rooms in small
owner-managed apartment buildings, apartments of various sizes in subsidized public housing
blocks, or rooms built with substandard construction on illegally-subdivided land or partitioned
within dilapidated older buildings. It could be a shack, a room built in a slum or behind the owner’s
house with shared services. It could be rented space within a shared room, or even the right to store
one’s belongings and occupy a certain space within a shared room for part of the day, according
to the occupants’ working times.

Land rental for housing: Rental housing could also come without any house at all, and could
simply be a plot of leased land, with or without services, where people are free to build their own
house. Land rental continues to be an important rental housing form in several Asian countries,
for both poor and better-off tenants.

4 Who produces it?
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