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ABSTRACT: In terms of the practical urban housing problems #he ideological changes, China initiated
the reform of the socialistic public housing systenthe 1980s. Along with the transition to markebnomy,
the radical housing reform in 1998 finally ende@ tocialistic public housing system through housing
marketisation and privatisation. The radical hogs&form destroyed the balance of urban housintksiad

did not solve but caused more urban problems, difu social polarisation/segregation and threats to
economic and ecological sustainability. The goveanimtherefore reemphasised the social housing
development and the intervention to the housingketan recent years. However, facing the challerafes
the inexperience on public intervention, the resise from vested interest groups and the absenciwibf
participation, the correct approach to rebalanceé&de urban housing stock is still a question. ¥hilban
renewal in the mode of rehabilitating former puliiousing neighbourhoods is a potential answer - the
feasibility is to be tested and modified in pragtic
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After the People’s Republic was founded in 1948¢eialistic public housing system was establisined i
China. The ideological thought is that the houstng fundamental welfare for urban residents, inctvithe
majority is working class. The planned economictesysand the nationalisation of urban land ownership
conditioned the large-scale development of low-sattialistic public housing for urban residentsinst
cases, th®anwei (Work Unit) as representative of the state (ordbkective), including the public-owned
enterprises, institutions and the governmentates directly took charge of the public housingedlepment,
distribution and management for its employed@herefore, the socialistic public housing systisnalso
called “Danwei welfare housing distribution systemn’ China. The socialistic public housing system
formerly played a very important role in solvingethousing problem in Chinese cities and, in general
ensured the effectiveness and evenness of housimnidpation for urban residents.

However, since China initiated the “Reform and Operup”, which is actually a market-oriented
transition driven mainly by top-down force, the wentional socialistic public housing system became
increasingly inadaptable to the changing socio-enoa situation, especially after the transformatiorihe
“Socialistic Market Economic System” from the begimg of 1990s. The reformation of the urban housing
system had therefore become inevitable in Chinaa Assult of housing reform, the public housingtesys
was brought to an end in 1998, and the urban hgusiovision was mostly committed to the market.

Nevertheless, the market-oriented housing reforthdit successfully solve the problem of housing
shortage. On the contrary, the over-marketisatibriausing stock has brought a series of new urban
problems, particularly in the big cities like Beijj. The urban questions related to housing issaes h
become the hot topic for the public. To answer ¢hqaestions, it is necessary to review the histdry
Chinese urban housing reform and the process odasoning.

! Under the planned economic system of China, Dapn@iided most welfare, including not only public
housing but also hospital, pension and sometimesatithn, for its employees in the form of benefit&ind.

A strong dependency was built up between urbandeats and their Danwei so that the “Danwei
Community” was the basic unit of urban composition.
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1 EARLYATTEMPTSOF HOUSING REFORM IN THE 1980S

The reformation of the urban housing provision eysin China can be originally traced back to the
early 1980s. In order to understand the reasonmmittating the housing reform, we have to reviesattbthe
practical housing challenges on the one hand amdd#vological change in the definition of housingtbe
other.

The practical challenges of the urban housing skatktwo main aspects: the housing shortage and the
financial deficit in housing development. On theedrand, the lack of emphasis on housing development
after the 1950s, together with urbanisation hadnbée cause of urban housing shortage until 1978.
Moreover, the economic development that broughugaliee Reform further accelerated urbanisation and
improved the housing standard. As a consequeneepribblem of urban housing shortage became more
realistic and challenging. In contrast, insuffidigublic housing investment emerged as a criticabjem,
along with the decentralisation process in therrefolhe deficit of urban housing investment, whieas
mainly afforded by the state, became serious whemtoportions of Danwei and the individual sigrafitly
increased in the distribution of national incomatthad once been centrally controlled by the sfhbe.
conflict between the increasingly “commercialisegfonomic structure and the still “planned” housing
investment/consumption gradually came to the fore.

Nevertheless, the ideological redefinition of hogsiwas more fundamentally conducive to the
initiation of housing reform. Urban housing wasnferly defined as a form of welfare — a means of
subsistence that was centrally provided, by thie $ta urban residents (the working class). After start of
Chinese Reform, which also pertains to the proaassheoretical reinterpretation of socialism, the
understanding of housing became a question. Assefidebates tried to re-clarify the essentiaitaites of
housing through the re-explanation of the classidlings of Marxism. Finally housing was labelled
“commodity” at the beginning of the 1980s. Thigihtition was confirmed when “the planned commaodity
economy” was established in 1984. In general, tientation of housing reform was guided to promote
commercialisation, in order to realise a finanskglf-balance in housing development and management.

With the socio-economic reformation, more diversel aecentralised approaches were adopted to
encourage urban housing development. The roleseoindividual and Danwei were emphasised in the new
housing construction. In the mean time, real estigeelopment was legally admitted in 1984. The
“commodity housing” thereafter was able to be tchletween different entities. Since the Danwei jgubl
housing system was still dominant, the majoritg@fmodity housing was “group-purchased” by Danwei.

However, the reformation of the public housing rdisttion system, which is the core issue of housing
reform, was not as successful in the 1980s. Thgnali aim of state government in the housing reforas
to increase the share of the individual in theltothan housing investment to a reasonable lenadyder to
realise self-financing of the public housing systéBut several attempts to reform the socialistibljgu
housing system in the 1980s failed, these attemmatmly focused on the enhancement of housing rent
associated with the subsidised sale of public IngssiThe enhancement of rent was not easily aatdpte
the tenants at a time of high inflation, while tentinuous low-rent policy reduced the possibitibysell
public housing at a reasonable price. The emergefdbe sale of public housing, which particularly
benefited powerful and rich families, began to ke critique as to the inequality inherent in tlwaiging
privatisation. As a result of the failure of howugireform attempts in the 1980s, the shortage abdlanced
structure of urban housing investment was not iwgdo On the contrary, the proportion of housing
expenditure as part of the total expense per haldetecreased from 2.3% (1975) to 0.74% (1990). The
search for more radical reformation of urban hogigialicy seemed to be necessary.

2 HOUSING REFORM IN 1994 AND ITS CONSEQUENCE

The housing reforms of the 1990s, however, showddnbt only seen as the response to those
unsuccessful attempts in the 1980s, but also aslpg considering the social, economic and ideobdgi
transformations of Chinese society in the early0E99

As in the 1980s, the transformation in the 1990s wimectly induced by the process of top-down
reform. The Chinese government pushed ahead witmoedic reform, in which marketisation was
confirmed as the orientation, after the instabilitglomestic economic development in the late 128@kthe
collapse of the “communist camp” in the Soviet Unand Eastern Europe. In 1992, the transition ftioen
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planned economy to the “Socialistic Market Economws announced in the "L &ational Congress of the
Communist Party. This transition fundamentally aththe orientation of housing reform.

As a presupposition of market-oriented housingrrefdhe land form is indispensable. In China, urban
land is state-owned. Under the conventional plaremxhomy, land was regarded as a means of productio
and therefore centrally distributed by the govemirieee of charge. At the beginning of the 1988s, land
lease system was introduced. The amendment of hiree§e Constitution in 1988 and the promulgation of
the “Interim Regulations of the People’s RepublicChina Concerning the Assignment and Transfehef t
Right to the Use of the State-owned Land in theadrBreas” in 1990 legislatively separated the right
urban land use from the land ownership, as a “codityio After the transition to the market economgdh
begun, the process of land reform gathered spetel.filst example of land lease in Beijing occuried
1993.

The release of land use transfer boosted the rateedevelopment but also land and housing
speculation, which directly caused the economicrioeating of 1992 and 1993. The state government
thereby had to strengthen their economic “macrdrotinto deal with the overheated real estate econo
However, the housing reform did not stop, but fertlleveloped as an important part of the effort to
establish a socialistic market economy.

In 1994, “The Decision of State Council on Deepgnihe Reform to Urban Housing System” was
declared. In order to boost the housing refornretheere two new but critical policies in this doamh The
first was to establish two separated housing pimwvisystems — “the affordable housingrovision system
with the character of social security for the maldihd low income households” and, “the market husi
provision system for the high income householddie Tsecond policy was to generalise the Housing
Accumulation Fund SysteinThese changes in fact indicated that the purpdseousing reform had a
changing emphasis, from the improvement of publicidng system associated with market housing
development, towards an effort to establish a mamédied “commercialised” housing stock, mainly
composed of owner-occupied housing. Neverthelbsshousing reform decision in 1994 still preserthesl
Danwei welfare housing distribution system. PoBcie enhance public housing rent and to partlygbise
public housing continued within this system. Thesisien also proposed the development of a housing
exchange market as well as a housing maintenanoaffeenent market.

However, the measures of housing reform in 1994dcoot be well implemented in practice. The
efforts to enhance housing rent and to partly getllic housing at cost price were still unsuccdssthis
was due to opposition from both the “privilege grbwho occupied many low-rental houses but also the
low income group — the “loser” in the economic refip who was guaranteed by public housing. While
affordable housing was gradually developed, itradtland could not replace the role of public hogsiFhe
Housing Accumulation Fund only covered the govemimagencies and public enterprises/institutions but
was not largely applied in the growing private sect

On the other hand, the housing reform that stamed994 encouraged real estate development in
Chinese cities. The development of market housiag @aiso thought to be an efficient way to increase
government income and to promote economic develaprii@e majority of the trade of commodity housing
gradually shifted from the Danwei to private purshaln Beijing, the proportion of private purchasehe
sale of commodity housing doubled from 19.6% (0v@8ion m2) in 1995 to 39.7% (1.02 million m2) in
1997.

However, the incompatibility of the socialistic piebhousing system and the transition to the market
economy presented itself as an increasingly seripablem. The self-financing of public housing
development, and even maintenance, could not tisedaAlong with the process of market-orientefma,
the housing standards of the Danwei and individ@aither differentiated. Ironically, the public h&ing

2 Affordable Housing is a government subsidised, emotcupied housing system. The governmental
subsidies to affordable housing development incfoeke land lease, financial support and tax redacftrhe
price and profit of affordable housing are hightntrolled in order to ensure its affordability fine middle
and low income groups.

% The Housing Accumulation Fund is a public fund thdy paid by the individual and his/her Danwei
(according to the individual wage and the total esmgf employees) it is reserved for purchasing,
constructing and repairing housing. The savings iatefest in the personal account of the accumdlate
housing fund will be refunded upon retirement.
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system that was originally designed as a basicanelfor urban residents, contributed to the foramatf
privilege in housing distribution. In the mean tintewvas impossible for the Danwei public housiogover

the increasing private economic sector. A unitang a@ocialised public housing stock was never really
established. Therefore, further reform to the Cégnerban housing stock, dependent upon the Danwei
distribution, seems inevitable.

3 RADICAL HOUSING REFORM IN 1998 AND THE FOLLOWING URBAN PROBLEMS

Unfortunately the next step in housing reform was toward socialisation but marketisation. The
reason for this change was rather complicated. tApam the practical questions (as aforementiontdd,
influence of ethical/ideological transition shourddt be ignored. The “Reform and Opening-up” proaass
China was timely in catching the wave of globalmatafter the 1970s, which also brought neo-libstral
thought to China. The Chinese Reform was a progkssp-down economic marketisation, in which GDP
growth gained priority and even the remaining puikctor became profit-oriented. It was thus naased
“the neo-liberalism with Chinese characteristicy’ David Harvey (2007). Until the 1990s, superstitio
towards the market prevailed in the think tanksGiifinese government. The market was ideologically
aggrandised as a panacea, and therefore the hqursinigm became distorted, believed to be fundaatignt
solved by the free market. The proposal to estakdianono-structural housing stock dominated by the
owner-occupied market housing was promoted.

Besides that, the “Growth Machin&” particularly emphasizing economic growth or cdpita
accumulation was also an important driver forceHousing reform. In order to attract investment &md
increase the local fiscal income, the pro-growtdal@overnment, for whom the land transfer fee thedreal
estate tax were principle incomes, would like tonpote a housing stock based on real estate devetdpm
The high savings of Chinese urban residents wagded as a “pre-condition” for housing privatisati@ll
parties were theoretically prepared for a morecaldhousing reform, which further deviated from its
original track.

Under these conditions, the strategy to completedyketise urban housing stock and to promote real
estate development was adopted by the Chinesergoeet in order to sustain the economic growth after
the Asian Financial Crisis in 1997. “The NoticeSifite Council on further Deepening the Reform tbdur
Housing System and Speeding up the Housing Conistntievas declared in July 1998. The Danwei welfare
housing distribution was totally ceased, but “tlegvrdeveloped affordable housing in principle sballonly
sold but not rented”. The urban housing distributivas absolutely “monetised”. The socialistic peibli
housing system thereby finally ended, so that i housing policy changed from the state guaeante
public rental system toward owner-occupation depahdn the housing market.

As a direct consequence of the radical housingrmefim 1998, most public housing was privatised
within a few years. The government almost compjeteithdrew from direct intervention in the housing
stock. Urban housing provision mainly dependedhanreal estate market. As a result, the propordfahe
private, owner-occupied sector in the urban houstogk sharply increased to 81.62% by 2005 (semdid).
Finally, as a form of private property, the privéieusing ownership was legally recognised and prete
according to the Constitutional amendment (2004))tae promulgation of Property Law (2007).

* Growth Machine, is a pro-growth mechanism of Armeni cities described by urban sociologists Logan
and Molotch in order to indicate the blind competitfor economic growth between cities, which ictfa
destroys the fortunes of ordinary urban resideimstheir latest writings, the Growth Machine wasaal
applied to illustrate the pro-growth urban develepinin China. For the details, please see J. LaganH.
Molotch, “Urban Fortunes: The Political EconomyRi&ice (Deluxe Edition),” 2007.
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Figurel The proportion of private owner-occupied housingg@ein Chinese urban housing stock

As a strategy to stimulate the economy, the 199&ing reform was successful in the short term.
Housing consumption and investment enlarged theedimmarket. The real estate sector soon became on
of the most important engines of the Chinese ecgn@n the other hand, the government was finalkbg fr
from its overloaded investment in public housingd dhe problem of the privilege or injustice in pab
housing distribution was superficially “solved”. Wever, the long-term impact of radical housing refo
was unexpectedly negative.

It is firstly an ethical problem that the housingjose attribute is fundamentally a basic humahtyig
was capitalised to be a property. The housing probdlmost became a merely economic issue for the
government. Without an effective balance force,ltbaesing market was destined to be polarised ahadffu
speculation. Meanwhile, on the institutional leweke public interventions to the urban housing lsteere
deficient and inefficient. The social-oriented hiags including affordable housing (for the mid alodv
income families) and low-rent housing (for the Isivencome group), were not sufficiently well-devyetol
in practice because they were not attractive tgptlegrowth local government. For instance, the amof
annually completed affordable housing only represri/10 of market housing in 2006 in Beijing (see
figure 2). In addition, the Housing Accumulationnieusystem had not been truly established. Bestikes t
absence of a well-developed social housing systieenfinancial intervention to the real estate makas
deficient. Loans and mortgages for real estatestmvent were not under efficient supervision. Fadimg
opposition of interest groups, the levy of reabhtsiproperty tax or land value increment tax walsustder
debate. Hence, the housing speculation could neffbetively restrained.
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Figure2 The comparison of market housing and affordablesimgudevelopment in Beijing (2006)
(Source: Beijing Statistical Information Net)

It was only a few years after the housing reforit th series of intractable urban problems emerged,
especially in the big Chinese cities, like Beijidgthough the urban housing building floor area papita
quickly increased from 18.6141998) to 26.1 M(2006) through the enthusiasm for real estatesimvent in
China, the urban housing shortage was not sucdlysséived but transformed into a structuralisedistal
problem with a background of fast urbanisation smcial stratification. A result of housing privai®n and
marketisation was the soaring price of market haughe average newly developed market housing: fimic
the central city area of Beijing had reached ove000 RMB yuan/ by 2008, which was already
unaffordable for the average income group order to earn high profit, the developer ahe $peculator
controlled the housing sales so that a large amotinacant market housing existedContrary to the
imagination of the promoters of housing privatisatithe end of the public housing system did nstraim
but, ironically, intensified the injustice in urbdrousing distribution. Since housing was convelited
private property, the corruption related to housdiggribution or exchange became much more seriehie
the opportunity for ordinary urban residents tolgfpr public housing disappeared... Generally, imtg of
the absence of an effective balance to the maokeé fand especially in regards to the insufficieoicgocial
housing, the Chinese urban housing stock signifigapolarised. The structural housing shortage
increasingly presents a situation where low-incéaneilies faced severe housing shortage while ttte aind
upper class occupied large amounts of housing. Everxistence of the middle class is threatenethby
mortgage burden. These factors reactively promotdxhlanced social differentiation and polarisation.

The differentiation and polarisation was not orynporal but also spatial. This is clearly presetined
the change of urban spatial structure. Under therd economy, the social composition in a neighimmd
was rather mixed, according to the Danwei publiading system, and the urban spatial structure based
the Danwei community was homogeneous. By the y@a0,2the spatial structure of Beijing had changed t
become heterogeneous according to the economimad households, for which the housing reform was
one contributory factor (Feng Jian, 2004). Alonghwihe transformation of Chinese society, the docia
stratification started to present itself in thenfioof spatial differentiation and even segregationyhich the
land and housing reform provided the institutiopdcondition. Different stratums were “filteredbfn the
originally mixed neighbourhood, so that the homaggtion of neighbourhoods and the heterogenisation
between different neighbourhoods were proceedinmlsaneously. The economic dimension has become

®> The average annual wage of workers in Beijing erdy 44,715 RMB yuan in 2008.
¢ According to Beijing Municipal Bureau of Statistiche total floor area of unsold vacant marketsiray
had reached 4,876,00C in April 2009.
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the most decisive factor for this spatial differation (Liu Fang, 2007). In Beijing, the gated commiiies
for the rich and upper stratum occupy the besttioca of the city, and the middle class can onfgraf the
market housing prices of the outskirts. Most ofi@ecriented housing neighbourhoods were less addes
and far from the city centre. The mid-low and leawome groups have to live in decayed, old areasowe
to the suburbs as relocatees of urban reconstructie a phenomenon of residential inequity, thisiao
segregation is presenting in Beijing and otherGiignese cities.

Thus, whether temporal or spatial, the over-maskéittn of urban housing provision induced more
urban social problems. The housing reform towandagisation and a unitary owner-occupied urban s
stock speeded up the process of social polarisation

The irony is that the radical housing reform didt mmly bring urban social problems, but also
threatened the urban economy, whilst it was orlyine@garded as an efficient tool to stimulate emoit
growth. In terms of the lack of effective interviemis to balance market force, the housing market wa
unprecedentedly “prosperous” after 2000 and thk esate development became an important “pilldr’ o
national economy. Capital largely flowed from thamafacturing sector, which is the base of the Gléne
economy and provides the majority of job opporiesijtto the real estate market as short-term imersis
with high profit. The following economic virtualisan and shortage of job opportunities startechtedten
the sustainability of the urban economy. Additibyyalhe popularity of housing speculation presended
danger to the financial system. On the side of wontion, the absence of an efficient social housiygiem
inhibited the growth of domestic consumption. Behthe economic boom and the low inflation of recent
years, was the higher growth of expenditure for housing other welfares (i.e. hospital, pension, edanati
etc.), so that the increment of individual incoraeely converted to increased domestic consumpfibis
further limited the development of the manufactgrindustries. As a structural problem of the Chines
urban economy, at least partly induced by the eddiousing reform, this has been an evident factohe
latest Global Economic Crisis.

Furthermore, the privatisation and marketisatioruidfan housing stock also caused ecological urban
problems. Unlimited real estate development consulage amounts of land resources and speededeup th
process of urban sprawl and suburbanisation. Tieupurban area of Beijing city rapidly sprawlédm
488.28 ki in 1998 to 1180.1 kfrin 2003 and further to 1289.3 krm 2007. Along with the urban sprawl,
the daily mobility between city centre and subutpédly increased, thereby creating increasingly reeve
traffic jams and air pollution. On the other hatttg profit-hungry real estate development sectowhich
one-time investment was much more of a decidingpfatian the lifecycle cost of building, obstructibe
widespread application of ecological building tealmgies for energy saving. Without a balanced hugisi
stock, the ecological problem will present an elaeger challenge for Chinese cities.

All of the aforementioned urban social, economid atological problems, brought about through
radical housing reform, have severely threatenedstistainable development of Chinese cities. Starti
from the debate on soaring housing price, the Ingugroblem has increasingly become a hot topic gmon
the public in recent years. Hence, the Chinese rgovent started to intervene more frequently inut®an
housing stock, in order to stabilise the marketsigiprice and to re-establish the social housystesn.

4 THE EFFORT TO REESTABLISH SOCIAL HOUSING SYSTEM AND THE EXISTING
CHALLENGESFOR HOUSING INTERVENTIONS

Since 2003, facing the problems of an overheatfngal estate investment and soaring housing prices
the state government began to carry out a seriggafentions to regulate the disordered housiagket.
But the housing problem was still misunderstooda@sething that could be solved by the market. Eken
regulation of the housing market mistakenly relledadministrative means. The interventions wereethe
inefficient in practice. In addition, the pressfmem the alliance of local government, developed bank —
the beneficiaries of housing marketisation — leagdlicy reversals. As a result, the incrementeai estate
investment actually speeded up from 2003 to 20Q¥ tae market housing price was not stabilised but
continuously increased. The urban housing problasidecome more prominent.

" From 2001 to 2007, the average annual GDP graatthaf China reached 10.2% but the inflation was
controlled below 5%.
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Tablel TheFramework of Urban Housing Provision System Adaptableto the Demands of Different

Households
(Source: Ministry of Construction, “The Researclp&¢ of Multi-level Housing Security System,” 2007
. . . Rental
Typology Target Group Policy Orientation M ar ket
High-grade Market _ Limit the hou;mg §upply by land provisiop,
Housi High Income Earners| tax and credit policy; regulate the housirg
ousing X -
consumption by tax and other policies
Strictly Limit the housing supply by land
Super High Income | provision, tax and credit policy; strengthen
Villa ; . .
Earners the regulation of housing consumption by
tax and other policies
Apply different land provision policies to| Market
small and medium housing and large sale or
housing, and appropriately choose the  rental
Market location of small and medium housing b
Housing . Mid-high, Mid and ot st >0 ISIng by
Ordinary Market - considering cost of living and job
. Mid-low Income o ; X
Housing opportunity; strengthen the intervention by
Households . . X . S
differentiated housing credit policies;
improve housing tax and differentiate tax
rates; ensure a certain proportion of the
housing below 90 fn
Limited Price Mainly for Housing Mainly composed of 90 frhousing, and
. Needy Households and " .
Ordinary Market limit each household to buy only one
Housin Relocatees below the dwelling; supported by land provision
9 Mid-low Income g: supp y P
Income Housing onlyfor
9 Strictly control housing standard to be sale
Needy Households : . .
. . . mainly below 80 fy clarify housing
Affordable Housing with a Certain . L
- ownership; supported by land provision and
Ability-to-pay, tax policies
Supplied by Queuing P
. System
Social - -
Security Goverr)ment-lljvest(_ad housm_g developn_1 ent
. - or family housing aid according to housing
Housing . Low Income Housing e ) .
Low-rent Housing affordability; set housing aid standard
Needy Households ; )
(counted by floor area) according to local
condition onlv for
Low-rent Housing Needy rer):tal
Housing for Households within thg Absolutely housing guarantee; provide the
Lowest Income Minimum Living full or most of rental subsidy
Households Security System
Housing for Farmer| Migrant Workers from Land provision, tax and long-term
Worker Rural Area financing supports
Civil Servant of
Government
Housing (standards Continue the execution of housing subsidly;
for differentiated between as an interim measure, admit the unified
Particular| Housing for Civil central and local development of civil servant housing | For rental
Group Servant government, between within a certain period; build civil servant or for sale
different regions, and apartment referring to the preferential
between high-rank policies of affordable housing
ranking cadres and
new civil servants)

Preceding those unforeseen housing problems atiémfes, the attribution of housing had begun to be
rethought. Housing was re-cognised as a necedsityrnan well-being. Therefore, the state has enmpbds
the reestablishment of a “social security housiygtein”, which was symbolised by the declaratiofiTdfe
Observations of State Council on the Housing Problef Low-income Families” in 2007. The aim was to
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build a binary urban housing stock composed of etahlousing and social security housing. The Chinese
Ministry of Construction (which has been renamethasMinistry of Housing and Urban-Rural Constranti
since 2008) accordingly clarified a new framewaook &n urban housing provision system (see tablénl),
which the majority of social-oriented housing irddal limited-price market housing, affordable hogsand
low-rent housing. Following on from this, the newbfic-rented housing was proposed as a solutichdo
housing problems of the “sandwich” classinder pressure from both the state governmenttagublic,

the local government also reinforced the sociatfigdd housing development. In 2007, Beijing muailifyp
made a developmental plan of 15 milliorf affordable housing / low-rent housing and 15 millinf
“double-limited” housing (24.4% of total urban housing construction) by @0ihcluding the priority of
social security housing development nearby mettiosts and the mixture of social security housintg the
newly-developed market housing neighbourhoods.0B92 the municipal government announced a further
plan, to develop public-rented housing neighbouchdde low-rent housing was planned to be mergtd in
public-rented housing system by transforming thiekband-mortar aid into monetary aid for the lowest
income group in the future.

In the mean time, the public intervention in larehsaction and the housing market was reinforceld an
improved. In 2004, in order to protect land researand to curb land speculation, the transfer rd lase
rights in private was banned so that land leaseé brienacted through public auction, tender oribgidrhe
government retook control of vacant building pld#ore, strictly financial means were applied toulege
the housing market in 2007. Foreign investment be teal estate market and mortgages for
non-owner-occupied residential property, such sscnd home, were limited. The housing speculatias
hence partly restrained.

According to the implementation of these new ingations, the Chinese urban housing stock would
have been optimised in 2008. Nevertheless, a bathadan housing stock is still under-constructiamg
inconsistency of housing intervention still exidtge to the interference of various interest grolipg urban
problems related to housing issues are still chgdable.

Although the development of social-oriented houshmgs been reemphasised, the social security
housing system still cannot cover the demands frachand low income families, who are the majorify o
urban residents. With the continuous rise in mahaising prices, the “sandwich” class is incredging
enlarging. The confused attribution of limited jrimarket housing and affordable houdingreates the
opportunity for corruption and speculation, unchegtky the deficient financial regulatory systenpofate
property in China, so that their sustainabilitgi@ibtable. In addition, ambiguity also exists ia #itribution
of so-called “civil servant housing” for particulgroups, which has been criticised for creating hewsing
privileges and inequity. The approach to transfdsucial security” housing to actual social housing
therefore still needs to be explored. Meanwhile, lttations for newly-developed, social-orientediding
neighbourhoods are usually chosen in less-valuacep] which are far from the centre, less accesaid
without adequate service facilities. The rate atcttsocial security housing is planned to be mik&d
newly-built market housing projects is still tooMdqusually about 15% in Beijing). Hence, the threht
socio-spatial segregation is unprecedentedly tealis

Besides the problems in social housing developntkatpublic intervention in the housing market also
met difficulties. The tax interventions to limitexpulation, such as property tax or land value menmt tax,
still cannot be implemented, due to the oppositibrmested interest groups. Under the pressurerukitte

8 The “sandwich” class indicates the mid or mid-lswome groups of urban residents (including young
professionals and new immigrants) who cannot affbedprice of market housing but also are not cedver
by the social security housing system.

° “Double-limited” housing is a kind of limited pecmarket housings in Beijing, in which the pricel dhe
floor area of dwellings as well as the profit ovdeper are limited by the government. The targetig of
double-limited housing is the mid-low income houses whose annual income is lower than 88,000 RMB
yuan.

% The ambiguity of affordable housing is always #ical question. Even according to the new regatati
on affordable housing declared by the Beijing Mipatity in 2008, the newly-built affordable housiogn

be traded in the housing market in 5 years afterhitme-owner obtained the property rights whil St 7af

the spread between sale and purchase price hdwe tepaid to the government (the rate of repayrsent
even only 10% for the affordable housing that wasipased before T1April 2008).
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economic growth after the Global Economic Crisiee Chinese government deregulated the restraints on
bank loans for real estate development and morsgyesecond homes, since the end of 2008. Sonad loc
governments also took this opportunity to slow dawa development of social-oriented housing. These
measures, taken in order to revitalise the econdiahynot only rescue developers and speculatorsalsot
caused a new round of housing price escalatio®@9 2The state accordingly restrained real estaiies and
mortgages once more. Thanks to the Crisis, neaodliisen with Chinese characteristics was revitaligsed
Chinese housing stock. The reversal of and inctargiy in housing policies was repeated. The lardl an
housing speculation has not been efficiently cdieo This will further damage both the equity aban
society and the sustainability of the urban economy

In general, the urban problems following the raldi@ausing reform are not solved, while the effdds
redevelop social-oriented housing and to furtht@rirene in housing market have been emphasisedughr
marketisation, the urban housing in China has bieeMarxist terms, alienated as property. This tjsied
transformation is not only practical but also ethidVhen people enthusiastically devoted themsetvélsis
capitalisation, the mechanism of market and capitah destroyed the original balance of housingksamd
caused social conflicts. Alongside this chaotimsrion, the effort to rebalance is inevitable. Barty
attempts to rebalance housing stock are facingrtaingy and challenges.

On the one hand, there is the challenge of an emexpced government to intervene in the housing
stock under the market economy, while the overredton of market force has been rethought ancciséd.

An effective and efficient approach to balance seial and the market is still under constructidhis
challenge critically presents itself in the pubiitervention of urban housing stock, including the
development of a new social housing system. Onother hand, any intervention to balance the housing
stock is increasingly challenged by vested integestips. The social stratification, brought by deenomic
marketisation, created those groups who were hlsdwinners” of housing privatisation and markediisa.
They include groups from local government, bureatscrdevelopers, banks, speculators, and otherynewl
wealthy groups attached to academia and media,eard some of the middle-class property owners.
Together with the upward growth of market forcas thew rich and privileged class, which is a monste
created by the mixture of capital and bureaucratiwer, becomes influential through lobbying theesta
government or controlling public debate through snagdia. They obstruct any social-oriented intetiven

to the housing stock which will damage their vesi@egrests. This is the reason why the inconsistenc
ambiguity and reversal of housing policy making angdlementation repeatedly appear.

Except for the inefficiency of top-down governmdrtdervention and the interference from interest
groups, the insufficient participation of resideisalso a key challenge for rebuilding a balanadobn
housing stock. Three main actors in Chinese houstimgk — government, developer and resident (LingFa
2007) respectively represent the political exeaufirce, the market/capital force and the bottonsogial
force. Compared with the former two, the bottomfoze from the resident is rather weak. This is oy
because of the growing combination of capital aatitipal power but also derives from the deficieray
civil participation in the traditional centralissdcio-political structure of China. But the unba&arbetween
the three acting forces is certainly reflected byiabalanced urban housing stock. In the transitanarket
economy, which means the twin processes of thentietisation of top-down social administrative powe
and the centralisation of market/capital forceyilt be difficult to balance the market force withe absence
of a civil voice from urban residents.

Without effective answers to these challenges, uh@an problems, including social polarisation
/segregation, economic unsustainability and ecoldghreats, caused by unbalanced housing provisioin
distribution will still exist or even be exacerbétén order to solve the present structural probtdrarban
housing stock, the possibility of the next housiafprm has been argugdAnyhow, how to establish an
urban housing system with the balance between ewierefficiency and social equity is still a questio

5 URBAN RENEWAL: A POTENTIAL APPROACH TO ANSWER URBAN HOUSING
QUESTION?

Evidently, a return to the dated socialistic pulblizising system will be impossible. And the largals

™ In August 2009, 14 Chinese housing experts signjeiht petition of “the second housing reform” toe
central government in order to restructure the mitb@using stock.
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development of new social housing areas in therfghin the short term would be unbeneficial notyanl
terms of economic infeasibility but also the threbsocio-spatial segregation. Urban renewal, h@rezan

be a potential solution to the problem of the striad housing shortage. In fact, the urban renestalld
residential areas has been listed as one of thermpproaches to recover the social housing syétem
However, the mode of urban renewal is still und&cuksion. Most of existing cases are based on
reconstruction, in which capital played an importesie. This means that the threats of segregadiuh
gentrification still exist. On the other hand, vehihe renovation of old housing has been proceedting
focuses only on the technical matters without matténtion to the community and the housing stot¢kusT

in order to deal with the existing challenges ibalancing the urban housing stock, a new but feasib
methodology of urban renewal must be developed.

The new methodology will probably involve the retigdtion of old neighbourhoods, especially of
those modern-designed, former socialistic publicding areas that still provide for the housing loé t
majority of Chinese urban residents. Urban reh@litin does mean that the conventional mode of
demolition-reconstruction ought to be avoided, bat tthe local community, including the low-income
inhabitants, can be maintained in their originalcgl Yet the housing condition must be improvedtter
local residents, not only through the renovatiorolof buildings and outdoor environments but alsdlypa
through demolition and new construction. In the mé&ane, it will be an opportunity to reintroduceeth
public-rented housing into the old neighbourhookdiough the repurchase of vacant apartments or by
increasing the housing density. In order to balahesesconomic costs for these social-oriented dg@veénts,
the public-private-partnership (PPP) will be anvitable strategy, in which private investment wi
involved but under public supervision. The purposthe PPP strategy is not only economic but ateias—

a mixture of market housing and social housingvioichspatial segregation. More importantly, withdlg
participation of local community, the PPP mode dfam rehabilitation would never be truly successtiie
community participation even offers the possibitilyintroduce innovative typologies of social haggisuch

as community collective-owned housing (Guo Xiangn206). The bottom-up force from urban residents
will thereby be strengthened in the housing staelst but not least, the rehabilitation itself persato an
ecological approach; the longevity of renovatedidigs will be effectively extended, the waste of
demolition will be avoided, and the applicationaafequate technologies in renovation will also imprthe
energy saving of old buildings...

As a response to the existing urban housing chgdlenthe rehabilitation mode of urban renewal
indicates the possibility to discover an efficiapiproach to solve the urban problems related ttdsing
issue. However, the mistake of superstition to pasticular modes, theories or methodologies has bee
proved through the lessons of history. Similar twy dorm of intervention, the approach of urban
rehabilitation must be tested and adjusted in mecbut may produce new questions. With the ttamsof
Chinese modern society, the questions faced byutban housing stock are changing and yet await
pragmatic answers.

6 CONCLUSIONS

In terms of the practical urban housing problentsideological changes, China initiated the procdss
housing reform at the beginning of 1980s, alond\lite socio-economic transformation brought abgut b
the Reform. However, the early attempts in the $380eform the public housing system, in orderetise
the self-financing, were not successful. A furtheusing reform in 1994 started to change the daoect
towards the promotion of owner-occupation. Heawrifluenced by neo-liberalistic thought, the radical
housing reform in 1998 finally ended the sociaidtiousing system. Most of the public housing was
privatised, and the owner-occupied market housewglbpment provided the majority of urban housBigt
the new social housing system was not really dstadd at the same time.

However, the long-term impact of radical housinfpma was more harmful than good. The market
housing prices soared to an unaffordable leveliwithfew years, and the balance of urban housiogkst
was massively degraded. The over-marketisatiordpsation of the urban housing stock caused assefie
urban problems, which did not only increase theiatopolarisation/segregation, but also threatened
economic and ecological sustainability. In ordesddve those problems, the Chinese governmentedtéot

' Please see Ministry of Constructiorz @R X B REARMF (The Research Report of Multi-level
Housing Security System),” 2007.
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re-establish a social security housing system argtrengthen the regulation of the housing marsiete
2003. These efforts, however, were not smoothlylémented, and policy inconsistency and reversal
repeatedly re-emerged. The inexperience in govemtahéntervention, the resistance from vested ader
group, and the absence of civil participation hb&eome major challenges to further efforts to rafet an
alienated urban housing stock.

Urban renewal could be a potential response forstieg housing challenges. However, the
methodology of urban renewal is open for discussitmstead of the conventional modes of
demolition-reconstruction and technical buildinghaeation, the rehabilitation of old neighbourhood,
especially former public housing areas, will beeasible approach to solve the urban problems tetatéhe
housing issue. Any new approaches, however, mugedéted and modified in practice. Faced with the
continuing process of “neo”-liberalistic globalisat (which is probably nothing really new after thieth of
the modern capitalistic ethos), in addition to ghewing obstruction from domestic, bureaucraticizdistic
groups, it seems that both top-down (i.e. furthetitutional reformation of the urban housing psian
system) and bottom-up initiatives (i.e. communggrticipation through urban renewal) have to be
combined. Concerning the historically developingteat, the balance of socialisation and marketisati
the urban housing stock might still be a criticakstion in the transition of Chinese society.
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