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ABSTRACT

Be private sector has moved down-market in 1986, initiating at
Past 37 new projects which offer housing at prices ranging from
$B0.000 to 250,000 baht. A sales office survey was conducted in
¥l these projects, as part of the Bangkok Land Management Study.
Wtese 37 projects are now producing more than 6,800 low-cost
whsing units, usually single-storey and two-storey row houses on
#all, individually-owned plots of land. The bulk of the houses
e in the 175,000 to 200,000 baht range, with average down
yments of bZ,000 baht., and monthly payments of 1,750 baht on
i-year mortpage loans bearing an 11.75% interest. A significant
Mmber of houses are in the 150,000-175,000 category, with
Brerage down  payments of 46,000 and monthly payments of 1,500

ht . A  comparison of rates of sale shows that these low-cost

fouses are now selling three times as fast as other land-and-
Muse packages on the market,
H Wwe assume, as is the common practice, that new home buyers

M1l be willing to pay 25% of total household income for housing,
¥hen households with a monthly income of 6,000 baht can now
Bif ford a house in Banghkok. A comparison with conditions in the
Bousing  market in 1980 shows that at that time, almost no
Pousehold with a monthly income of less than 10,000 baht could
gfford a house produced by the private sector. At that time 85%

i the households in Bangkok, had incomes below that figure.
hiven the growth of household incomes. the reduction of house
Eizes and plot sizes, the increased availability of long-term
financing, the reduction of interest rates, the increased
revalence of installment plans for down pavments, and the

Billingness of developers to cater to the low-income market, only
g5% of the households in Bangkok could not afford to buy a small
[iouse in 1986-87. One-third of the population living in slums can
how afford to own a small house.

'’he private sector is now producing houses for sale at prices

pthich are right in the middle of the price range of

houses
bffered for sale by the National housing Authority. If the NHA
prant.s  to continue to operate in its traditional markets, it can

o  longer assume that it can independently determine what it
Wishes +to produce with the assurance that low-income people will
jpurchase whatver it has to offer. More realistically, it may
find itself having to respond in a flexible ahdycreative manner

;0 the changing demand and supply conditions in Bangkok’s dynamic
[housing market.

i




UNRaLa !

o 1 4 4
Tt w.d. 2529 Tﬂﬂnﬁstﬂﬁauﬂwaﬂaﬁﬂwagaﬂﬁﬂﬂﬂqn1ﬂLanﬂu Tasnan

v oA v o o . d. - ' 4 00
Lanﬂu1ﬂLiuaﬂwwiﬂiqnwsaﬂﬂﬁiﬁwusnﬂwgn PWNTATINIINAN LUUN TR HIAUZUDH AN
dlﬂl N ] )4 5 ) 9/
ndan 37 TASINIT 5IAIBIEIENIIS 150,000 B9 250,000 VM LT R AGERURE AL
o :i r-'; o -dlna o v ==
SLEEEFRERI! LﬁudauwuqﬂﬂqTﬂiqnwiQﬂn15wﬂu1un§qwauunuﬂi AM3uIBn 13 AnE

e Y] w~ o - o 5 '
1818756 312 TagIn 1 Tuas Fun eEwiEn U818 909U 37 TATINNTAAREINS LU Y
o Y ' 2 U 27 ¥ o 4 Y
NNadY 1UINNA 6,800 MUY uuuu1uﬁau1wmaztﬂuuquunaﬂutﬂﬂa nintinuunagaatiu
ﬁwwwnazuﬁqﬂsstnwﬁﬂuﬁﬂﬂiii1ﬂ1gnﬂ1u53ﬁU5ﬂﬂ1Q3ﬁ1n1inuﬁqaan1ﬁtﬂuﬁaqU53an

1 il Y] U o J
Tug 2 fa dsziamusn BwdwngegnssAusA13EMIng 175,000-200,000 UM
- o d. : ] o L] w
LIUAIILTAYLAAY 52,000 UM HEUZITZLABURY 1,750 UM SLHSLIAY 15 U ANs)

E] o 4 - ' - .
AANLUY 11.75% @IUANUSSLAWMLANTINNTZWING 150,000-175,000 UM L JUA9U

v, -4 = o e '
46,000 UM WASHBUAITLLAAURY 1,500 UM IINNE LUSHULMEBUAATINITAIHTENI N

o w ’ v o v o, o . ¥ 5,

Tﬂian1su1uaﬂﬂis51ﬂ1gnnuiﬂiqnwsu1uaﬂﬁﬁiau a nabag lunanzusun 11 i

o H «f [ | '
And7 5711008 1 fAn 1109 mLIN

9 . o lc: - o 4 4'. 17
twnaz fadumAgud el diuagio a 1y fa A32L 3aui L RaTa
|34 ] 4' s -!I' d'n [ . w o -4
Tnauunn M salun s8Ny samatatfdersennn 25% 185wliasa13au
¥ ] voooA A;-:I Y] 1 - %u [ Y &
UU AHIMAIINIATILIAUNHTHIN 6,000 umraLaay drnnsadat A msudnun o i
-vlll wow L7 ™ - - w (-l.l w y LI 7 - rll
EREVRIRRERIERINN 01lUiHUlWHUﬂUﬁnﬂuﬂ1ﬁmWﬂgﬂ1ﬂH1uﬂ 2523 fawuani 11 50um
ﬁy v oy | a X @ - ° v o4 a 5
aliudndsstangulfasfiaalisgld 10,000 vmauly §rdaltuatuundaSauasiinaun
=© -dl- Iy L LY uguun -4
04 85% w1uﬂ1u1§u§au1uQﬂﬁisﬂaqn1ﬂlanﬂu1ﬁ uﬂHWMSUﬁQQHuuUHQHﬂﬂﬂ a fa 31lA
X -
ﬂﬂdﬂiiliﬂuﬂlwuﬂu MRV U IR uﬁaawwuwuﬂuWﬂLﬂnaa ﬂﬁsﬂﬂ ALURTEBEENY LAY
H \'
amiwﬂanLUHwﬂﬂaa wazns LN AU s L JuarniLiuaon Uﬁ“nﬂunﬂﬂUWNﬂ01QQiq
v ) dl v ogav g T ©w v M TR |
ﬂaqnqﬂtanﬂu?un13aﬂﬁi1qwaﬂawﬂﬂﬂwnuwu3131ﬂuaﬂ g lnamNnaliag 1L saulu
nsqwauwﬂuﬂ3m301mﬂ1uwiaﬁauwuwaqLan 9 1§ dmauiies 45% il w.d.2529-

2530 uauwuqﬂuﬁwuﬂaqawuauﬂiaLiaUﬂqnﬂﬂaanﬁHHHTuﬂuﬂuuQaﬂ .:f,



I INTRODUCTION

long as the public sector can justifiably olaim that the
vate sector is ignoring low-income house buyers and focussing
. marketing efforts on the rich, it can fruitfully engage in
e production and sale of low-cost houses without competing
yeotly with the private sector. Indeed, there is usually a
oad segment of the housing market, a specific market ’'niche’,
~ which housing authorities can operate without significant
mpetition from the private sector. Lack of private-sector
erest in  this niche leads to the c¢onclusion that it is
srofitable, and provides the rationale for central government
udgets, concessions, subsidies and foreign loans which are all
quired to  assist bhousing authorities in providing houses to
gse in need despite the losses it entails. One of the key
estions being explored by the Bangkok Land Management Study is
hather or not such a niche exists in Bangkok at the present
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" ) 'he findings of the Stady indicate clearly that the private
ctor now provides housing arrangements that are marketed to all
ycome groups without exception, and that almost all the housing
ackages produced by the National Housing Authority., with the
saible exception of its basic core houses, must compebe, Lo a
‘sater or lesser extent with private- sector housing.

racent emphasis of the Thal Government on the “privatization’
7 ite public enterprises in gensral, and the Hational Housing
ithority (NBA) in particular, ecalls for operating the Authority
A self-financing institution, without the traditional support
‘om  the central government in the form of subsidies, but still
h special concessions and with access to forelgn loans. This
sentlally requires the NHA to fend for itself and Lo operate on
no-loss basis., with the income from the sale and management of
wousing estates covering its expenses, Given the dynamic nature
T the private housing sector in Thailand and its rapld incursion
to new markets, the NHA has no choice bhut to face direct
ompaetition from the private sector.

e NHA, given its size. will have to maintain & certain market
hare. To do so, it <an engage in any one of three complementary
trategies: Direct competition in the more lucrative markets,
oopaeration and income~sharing with the private-sector in  the
mited number of arrangements which can satisfy bolth parties,
movement  further down-market where it.may have a reslative
omeptitive advantage. There is no doubtithat the NHA will
ttempt to explore all three strategles. Regardless' of which one
takes precedence, all three require a keen market orientation
a deeper understanding of current market opsrations.

The Land Management Study seeks to provide the HHA with a broad
berspechtive of the present housing market, as well as with more
detailed studies of specific segments of the market_ﬁhich focus
their efforts on low and middle-income groups, traditionally
considered the market ‘niche’ of the NBA. Four such active
Mmarkeat. segments have bheen identified:

{1y The Jow-cost land-and-house market, which is  the



\ subieat of Lhis Working Maper;

come Distribution Data: The National Statistical Office has

ublished +two reports on incomes in the Greater Bangkok area,

(2) The informal land subdivision market, oiferin 1 : ) : . ’
unfilled  large plots with minimal services . hich includes the Bangkok Metropolis, Nonthaburi, Pathum Thani
traditbional £ orm of 'sites-and-services’ (Ge ind Samut Prakan. These reports provide data on the income
Working Papesr 5 istribution in 1975-76 and in 1981. An interim report on

verage income, but not its distribution, in the first quarter of

(3) The land rental market, offering small plots for e year was published by the NSO in 1986, These three sources

ere used to interpolate the income distribution in 1980 and to
stimate the income distribution in 1986. Additional income data
rom 160 slums surveyed by the NHA in 1985, and consumer price
ndices published by the Bank of Thailand were used to complement
he NSO data (see Annex 2).

construction of Lemporary shelter, mostly in
"slam’ eategory (see Working Faper 4); and

(4) The low-cost rental market, offering small rooms g
apartments uzually in row houses and low-ri
apartments. ;

NHA House Price Data: Data on house prices of all units built in
angkok on land purchased and developed by the NHA were assembled

y the OGtudy Team from files in the Finance Department of +the

HA. Prices of 18,000 housing units put on sale by the NHA

etween 1981 and 1985 were compared with prices of low-cost

ouses currently produced by the private sector (see Figures 15

nd 18, and Annex 3).

The low-cost housing market in Dangkok is definitely a ne
rhenomenon ., 50 new. in fact that no study or assessment of .
exists. This Working Faper is the first attempt to describe
to  provide an initial explanation for its rise, and to begin’
assess Lhe polliey implications of its future growth.

2. The Down Market Trend

{1 THE DOWN MARKET TREND )

etween 1974 and 1884, private-sector land-and-house projects in
Bangkok expanded at an unprecedented rate. The total number of
ousing units in these projects increased from a mere 20,200 in
974 to 113,800 in 1984, an increase of 460%, and an annual
nerease 19%, <1> This rapid increase in the number of houses
ffered for sale over the past decade, first to high-income and
ter to middle-income families, resulted in a saturation of this
arket and +the slowing down of sales in the more-expensive
ousing categories.

1. Methodolopgy

The analysis of the down-market trend in housing production
Banpkok is based on data from four major sources:

(1) The 1980 Housing Market Burvey carried out by the NB

2)  The 148Y suvvey of low-cost housing projects carriec
out by the Hanpkok Land Management Study team; - By 1986, while economic conditions and purchasing power improved,

nd while developers could gain access’ to cheaper capital and
home-buyers +to lower interest rates, there still appeared to be
an excess capacity in the housing construction sector. As a
. esult. a number of pioneer developers, some new to the field and
(4) NHA house prices data from the Department of Finance ome already established and experienced in the production and
of the NHA ' : narketing of houses in the city, attempted to capture new markets

. appealing +to lower-income families, This resulted in +the

reation of new housing estates in 1986, where some or all of the
houses were targeted at groups which were previously excluded

Ltrom the private-sector housing market. - ./ -

N
*

(3} Income distribution data, mostly from survevs by the
Natioval Shatistical OFFice (NSOY: and

The 19530 Langd _ vhudy s The NHA  conducted an  extensive
housing market survey in August of 1980, under the direction of
Mr. Alain Bertaud. The study, entitled "Pregsent Standards an
Prices on the Housing tarket in Bangkeol (August 1980)" was basze
on the analysis of sales office interviews in 126 land-and-louse
projects, excluding luxory housing estate:

Low—oost ‘houses in these new estates differed mafkediy from the
typical houses produced in 1980, and documented in the NHA 1980
Housing Market Study in several important aspects:

I ! 4 The Bangkok Land Management
Study  team  conducted offfice ionterviews in more than 120
projects, including all projects that could be identified in the
city, whether frowm newspaper or television advertisements., or
from windshield subveys, Lhat  were selling land-and~hous
packages for less Lhan 2L0.000 Baht. A total of 37 such projects
were located during Javuasry and February, 1987 (see Annex 1)
Valuation suvveys were carried oulb by a team of trained valuers
in  several projects.  wilh the purpose of determining their cost
components and protit lovaelo,

The 1987 Low-Cost Housi

{1) Floor areas were smaller;

{2) Houses were almost exclusively row houses;

1> Results of a comparison of air photographs taken in 1974 and
1984 for +the Bangkok Metropolitan Region &tudy, and later
malyzed as part of the Bangkok Land Management Study.



(3) FPlots were smaller; and the shift from Lhe 1980 Lo Lhe 1986 curve) and combine it with
he reduction in land prices due to increased distance from the
center (movement along the 1986 curve), we find that the increase

n land prices in the new low-cost projects is considerably

(4) Frojects were located further.

In addition, houses became more affordable because of recen gher than expected. As can be seen from Figure 1, land prices
changes in economic conditions: ' hould have decreased from 2,800 Baht per sauare wah in 1980 to
' - -, 200 1In 1986 at the new locations. Instead, they increased to

(1) There Wwas marked increase in liquiditiy in loca ,400. This +tends to suggest than on average developers were
financial wmarkets, improving access to capital waking considerable profits on the sale of developed land in
construction, and inducing many newcomers into hese projects, In individual terms, some developers which

housing sector; ought land and =old it soon afterwards made large profits, while

: thers sold some of their land holdings at cost prices to reduce

(2) There was a marked reduction in interest rates; helr land inventories,

{(3) Many local commercial banks, finance companies
insurance companies started to compete 1in
long tel v mortgage loan market,

(4) Faying for the down payment in several installment

1: ACTUAL AND EXPECTED LAND PRICES AT
over a period of six months and more, becane mud AVERAGE PROJECT LOCATIONS, 1980-1986
more prevalent: and ' AVERAGE LAND PRICE (BAHT PER SQ.WAH)
. 5000 [T T LI e —— T
{5) Household incomes have increased, both in nominal and - .
in real terns. L .
A  comparison of actual changes in the averages values of thes | i
key parameters between 1980 and 1986 reveals that floor area :
in the new low-cost projects measure less than 50 square meters 4000
compared with 86 sguare meters in 1980 - a 42% reduction in hous i i
slze. Average plot =slzes are 18 square wah (1 square wah =° " ACTUAL A
square meters) in 1886, compared with 44 sguare wah in 1980 3400 ~— - P 1986 ) .
56.5% reduction. - \\ | _ 1
- 3000 i
In addition, the sale price per square meter of completed hou 2800 e : ! .
changed from an average of 3,500 Baht in 1980 to 2,600 Baht i ACTUAL | ]
1986. This change was partly due to a significant reduction i | 1980 | |
the cost of construction financing because of  lower interes EXPECTED ‘
rates and faster construction tLimes, and poqalbly because of i _ 1986 ]
sdméwhat lower quality of the finished product. Developed lan 5 2000 l
prices, on the other hand, Iincreased from an average of 2, _ | AVERAGE DISTANCETO ]
Baht per sguare wah in 1980 to 3,400 in 1986, even thoug 'Hmﬁwspmmaﬁs .
projects were located further away. : ' - 1880 — -
In 1880, the average distance of land-and-house projects from th 1000 |
city center was 14.5 kilometers. This distance did not incresd ]
appreciably for new land-and-house projects that were not in 't N
low-cost category. In 1887, +the average distance of these né [ AYERAGE DISTANCE TO |
. L LOW-COST PROJECTS, 1986 wm——p- .
land-and-house projects from the city center was 15.7 kns. Liow: | » ] ;
cost land-and-house projects, on the other hand, were located a U‘ L Do jl L l i Ues mad‘f***—-—_i

an average distance of 22.2 kilometers from the city center (se

Tt hed ) 10 4.5 20 222 30 40 50
attacnea map). ¥

DISTANCE FROM CITY CENTRE (KMS)

Average land prices per square wah for sach sub-district (kwaeng
in Greater Bangkok were estimated from assessed market value
published regularly by the Department of Lands. <2» These value
were then plotted against distance from the city center to obtaln
a curve of average land price asz a function of ditance from -the
city ecenter. The land price curves for 1880 and 1986 are show
in Figure 1 below.

<2> Department of Lands, Assessed Market Land Values for Bangkok
Metropolis, Nonthaburi, Pathwn Thani, Samut Prakan, Samut Sakhon
‘and Nakhon FPathom, Central Valuation Office, Department of Lands,
Ministry of Interior, Bangkok, 1980 and 1986. '

When we examine the inorease in land prices between 1980 and 198




verall rveduclion  in averape wonthly payments amounts  to  BO%,
hich does nol mean that houses were now 60% cheaper, but rather
hat new houses in the 150,000 - 250,000 Baht range are now being
ottered at monthly payments which average 40% of the prevalent
wnthly paymentbs. in 149850,

§ 4. The lpcrease in Alfordability

Except for the increased distance frowm the city center, coupley
with the increase in developed land prices, all other paramstep
acted together to make land-and-house packages more affordable
The percentage of the total cost required as a down raymei
remained approximately the same, but it has now become a gener
practice to pay it in installements ranging from 3 to 15 month
Interest vrates, which averaged 16% per annum in 1980 are nes
averaging 11.Yh%, In addition, average household incomes {
Greater Bangkok increased by 37% during this period, while - Ll
Consumer Frice Index increased by less than 32% <3»

1f we assume, as it commonly done, that new home buyera are
willing and able to spend 25% of their monthly household incomes
on monthly payments, we can examine the target income groups for

2. TARGET INCOME GROUPS FOR
" PRIVATE-SECTOR HOUSING IN 1980

The @ ’ s et has bhoe = arke ey a1 i : “ioe
The overall effect has been a marked reduction in the price DERGENT OF HOUSNG UNITS SURVEYED
80

houses offered by the private sector, an additional reduction iy
monthly payments because of the lower interest rate, and &n
additional dincrease in housing affordability because of the ris
in incomes.

77.9% ]

60
The effect of these key paramaters on monthly payments i
illustrated 1in Table 1 below. The average values for eaél
paramter in 188U were replaced, one by one, by the new values fo
1886, and their effect was calculated using the compound interest
formula for monthly payments. The reduction of {floor arés
resulted in a 28% reduction in average monthly payments and the
reduction in plot =ise in 14%. The reduction in the sale pri
per square meter resulted in a reduction of 15%, and the increas
in - developed land price resulted in a corresponding increase
monthly payments of 9%. JFinally. the reduction in interest rate

40

20

1.4% 20k

0.0% 0.0% 0.0% 0.0% 0.3% 0.6% . it _
0 18T. 2ND  3RD 47H 51}5 6TH 7TH 8TH 9TH 10TH

INCOME DISTRIBUTION DECILES

TABLE 1: A COMPARISON OF AVERAGES OF KEY HOUSING PARAMETE
- AND THEIR EFFECT ON MONTHLY PAYMENTS, 1980-1986 :

AVERAGE VALUES THE PERCENT EFFECT 3. TARGET INCOME GROUPS. FOR LOW-COST
: % ON MONTHLY PAYMENTS
PARAMETER 1980 1986 CHANGE DTN PRIVATE SECTOR HOUSING, 1 986-1987
FLOOR AREA (SQ.M.) 86.7  49.7 -~42 | - -28 NO. OF HOUSING UNITS
PLOT SIZE (SQ.WAH) ' 44.4 19.3 -57 -14 3000 2677
i {39.8%) 24090
HOUSE PRICE (BAHT PER 5Q.M.) 3500 2600 -26 S )
2500 3 =
LAND PRICE (BAHT PER SQ.WAH)| - 2800 3400 +21 +8 s
INTEREST (PERCENT) 16.05 i1.76  -27 -17 2000
MONTHLY PAYMENT (15 YEARS) 4380 1760 ~B80 -80 0
150
<1> The percent effect on monthly payments was calculated assuming all
other paramaters remain unchanged, and using the compound interest "
- formula for monthly payments. 1000 _f
: 223
500 5 o a0 91&) (33%) o 0
S . (0.0% (0.0%) L3%) (4% (0.0%) (061"/;)
{a» Bank of Thalland, Guarteriy bBulletin, Vol.26, Ho. 3, _ 0" {8T 2ND 3RD  4TH  5TH 6TH 7TH 8TH  @TH 1

INCOME DISTRIBUTION DECILES

deptembar, 1386, Table L4, p. 84,
resulted in an a reductlion of 17% in monthly payments. The



in a  span of slx years, there was a major increase of

Private-seclop hentsas
Private sector houses became

in 1980 and for IO s 51
} d for low-cost private g

houses ir g .

offered ;gr iﬁii“ Aﬁrﬁlgure ¢ above demonstrates most e =ing affordability in the city
- o o male dn 1980 wape targeted at + At ‘Oft h S}lf g L T i : T -
of the income distributio T --g? 2d at the 9th and 10th dea iderably more affordable by middle and low-income groups, and
85% of the houﬂeholds jh g%rT}p§¢EQ{_95 the.1980 NHA study HE by large segments of the slum population. An initial
Béht Py month, coufd n;{bqﬁif Lh9ﬁe with incomes below 1: mination by the Land Management S5tudy team of the income
time, In  othey Woréﬁ 8%? toﬁdkt? burchase a house at - tribution in 1985 of more than 1,000 slum households in the
required monthly payments of of the houses offered fop s established slums in Bangkok (those improved by the National
: o ° more than 2,500 Baht. using Authority, which normally do not include the lowest-
that one-third of +this slunm

squatter communities) shows
ilation could now afford a low-cost house, provided they were

In 1986-1987, low-post |
The average distance of the

Land-and-house packages were targeted
: C

the 56th - 7th itaomes R N
- Bigniticant numberégg} tﬁﬁtilgﬁ_ ?5 ?hOWn in Figure 3 ab Ting to move out of the slums.
of less than 1,500 Béh£ an&u;fa{ev?faliable for monthly Payvme is from the city center.,  however, 1is less than 8 kilometers,
less than 6,000 Baht‘pprm : t;ub dtrOTQ§Ple by households ear 2sting  that many low-income people place an important wvalue
ey mohth. By 1986, therefore, given access Lo income-earning opportunities, despite the miserable
: conditions and the insecure tenure in the slums in

ironmental

reduction in month
PR RS L Ilf_,llj_v L&IV!HV A Ea— . . " 4
Y payment 5 . ; ,
I 1ts and the increase in incomes,
ch they 1live, To take advantage of the new housing

4 5 5"( D ? ) Y - . AR .
byofh;tpi?iﬂrguobhfids could not afford a house offered fo
’ : dbe Sector.  This {1« b ame 2 PLle Or s . . .
4. : Fhis is Pllustrated graphically in i portunities, they will have to trade their present proximity to
city center for a hetter house and a more secure land tenure

a more distant location.

ile it may be difficult to determine actual preferences, it is
tear that there is considerable demand for these low-cost houses
the present time., and that distance does not pose an
surmountable barvier to sales. A comparison of rates of sale in

4: INCREASE IN AFFORDABIL
ITY OF PRIVATE- |
SFCTOR HOUSES IN BANGKOK, 1980-1985 :, 3T Brodocts surveved with 3o ether housing prodects in the

100 [EPCENTAGE OF BANGKOK HOUSEHOLDS ; | . '
1sing  projects averaged 13.5% per month, compared with only

i ' [ijiq:ijj:[irjz 5% per month in other land-and-house projects. In other words,
ook Ao ] w-eost‘ housing projects are scold out on average in 7.5 months,
COULD NOT AFFORD A HOUSE IN 1980 ﬁgN@)F:T’, e times Taster than other land-and-house projects, which are
85 ] S S (ﬂﬁo 1d out in 22.5 months.
3 1
80— S _ w®
- &
| (&8
0p———J | i [il THE MAIN SURVEY FINDINGS
i 6@ N
S ,
&S - . : : :
6o —0; 1. Numher, Logcation and Size of FErojects
K |
ad Lo
N lhe number of projects: The study attempted to identify all
50 5iiD NOT AFFORD A ToUG rojects currently selling houses for less than 250,000 Baht in
45 'mr-—--7L. £ IN 1986 ' Greater Bangkok area. Most of the projects advertized in the
N dia, some had posters on busses, and some had billborads on
40 —_— ] ] highwavs. Altogether, 37 projects containing low-cost
- were identitfied, but it is suspected that there are at
30 | 50 such projects in the city at the present time and that
T —1 | | number 1s prowing rapidly. The Bangkok Land Management
~ > v identified more than 500 land-and-hoyse projects currently
20— N g elling houses in the city, which would “mean that low-cost
-t pProjects now form some 10% of the total number &F projects.
i Unfortunately, these are only rough estimates. A more detailed
10 ’ indshield survey carried out by the Study Team in the northern
\ T dorrvidor area of (Greater Bangkok, extending northward from
r o Ramindra and Cheong Wattana Road to the northern border of Pathum
0 T ST W § Thani province also tends to suggest a 10% order of magnitude.
2000 4000 6000 8000 16000 Isoos T Loy | : ;
000 10000 12000 14000 16000 18000 . ' - s
20000 The location of the 37 projects

he  location of  projects:
ttached map. As menticoned earlier, the
.t

average distance of projects from the center of Bangkok (taken to
be the Hualampong Railway Station) was 22.2 kilometers. Most
‘Projects were located on the edge of the urbanized area, but at

MONTHLY HOUSEHOLD INGOME (BAHT) surveved is given in the a
<




least one third wepre located in the less developed COIUnUN §:
within +the boundary ol Lhe nrbanisec drea, '

e T
toarea ol prodects was much larger than suggesteé,g¥ Lg;
Do Lo L{if:Jr%TPrwd For sale, The average dlb? ]5
» ALY 2T eyed Tor Prage 2
: » as L0 uiai (L rai = 0.4 acres),  but _ph?lb ??Ojebt
OJeCtb wqi“fﬁvg*ﬁ A% can be seen From Figore 7 b@%uw. l]‘.;iqe
i p??J%thf““fmuhalmost evenly distributed in ?(Q giu
aas ?&ndﬁ%wA U—a}{itife as a few ral to as many as 1,10 x i
;er?ﬁi‘{l?giﬁg VﬁenéitQ of 12 low-cost uni?S per rii;n 10
. CU?f?iii ooﬁ}dﬂ;ccommodate up to 1,800 units, mﬁie there
o plUbe;*J*éiﬁniﬁﬁ now being offered. ,Altogeg,vr}.3went5
e nuij}fgiﬁrPlthan 5.500 rai of land in the 37 EIEngrQ
veye totﬁﬂ’fulzﬁamvouid provide a potential reservef'bié and
u'VEYﬁthO ];;nglﬁﬂh;ﬁﬁinﬁﬁunitm if they proved marketable =
an ol b . X ST

iber of low-cost 3
Bangkok isg expanding along seven  established corridors
‘northern  corridep following Vibhavadi highway towards Ayutt
the northeastearn COYridaory cxpanding towards Minburi andg ‘N
Chok, the eastern corridor expanding towards Lad Krabang
Chonburij., the southeasteyn carridor eXpanding towards
Samut Prakan, the Benlthwestern corridor expanding
Fhrapadaeng and Ratburana, the western corridor expanding
Buddhamonthon and Nakhen Fathem. and the northwestern COrpi
expanding towards Nonthabuyi While almost half of the new
Cost  units  were Llocated along diftffevent corridors inp east
Bangkok, mere  than  half wers located in  the horthwest
corridor, in uewlyﬁaccessible areas in Nonthaburi, opened
development by the new hatanathibet Road bridging over the -
Fhya river. This is illustre ' '

otfitable.

zated in Figure 5 below

6:NO. OF UNITS PER PROJECT

PERCENT OF TOTAL '
40

5: LOCATION BY CORRIDOR
NO. OF Housing UNITS 3 ]
4005 =
3153
{46.3%)
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UNITS PER PROJECT

s Nw
DIRECTION

7:PROJECT AREA

Low-cost housing Projeclts  are conspiciously absent from NO. OF HOUSING UNITS
2060

Taling Chan digtriet along the Wastbern corridor, where many nes
housing projiects catering te higher-income EXOups are now beir

1674
; {24.6%) e .
built, This ares ras beepn the target of intense speculativ = kY
Purchase of land, particularly along the newly-opened highway t ST 110 e ———— ) ,
Buddhamonthon, and BEcaept for the

very farp locatinns along tl 1
highway, Jland abppedrs to be too expensive For low~cost, projects (%3% (E?% B8

{11.4%} 774

E;giggp Slzae: Many, Lf not most,  of  the projects surveye
contained tow-caost housing units as well asg medium-cost ones
The average numbey eof Low-nogt units par broject was 184, bu
actual numbers varisd from as little as 10 to as many as 1,400
The distribubion of the numper of units peyr Project appears it
Figure g e owe, SﬁOWiHH that the larpger Projects coentained most
of  the units offered. In fact, soMe projects offered 4 Vary
small number Sf tow-cost 225 for sale as g means  of attracting

customers to their saleas O o, “only to find out that all the
low-cost units wepe alresdy =o)q

1000

500

ol ~ - Q00-800 : HBOD
- 01-200 201-400 4
tER e Eimio0d NO. OF RAl




House types:

houses, and

and one-dquarter were

were  duplex
housas sold

The smaller

perspaectives

and Houses

More . than 96% of the houses
of those three gquarters of the units were one-store
tworstoray row-houses, '
houses of one ov two-astorevs,
for more  bthan  200,00G Baht, .
variations of row-house [Joor plans are shown in Figure 8 below
ones  contain  two rooms, plus
bathroom. and the larger ones an additional
of low-cost houses are shown in Figures 9 and 1Q.°

3.16

offered

remaining
and all
Saveral
kitchen and:
Typic

. . ’ AR

ro

; 1N

=R N

L
2
A

15.30
15.00

—

18 A: HOUSE 29 SQ.M. 132,600 20A: HOUSE 42 SQ.M. 119,000
LAND 23 SQ.W. 57,500 LAND 24 SQ.W. 60,000
TOTAL ' 190,000 TOTAL 179,000

__‘_’.i'Q__}
. 4.00 |
L - ! .
[:,
T ol
‘ 4.00
NS s =N
1 © ©

1B: HOUSE 40 SQ.M. 99,000 36A: HOUSE 60 SQ.M. 131,000
| LAND 20 SQ.W. 60,000 LAND 16 SQ.W. 48,000
TOTAL 169,000 TOTAL ‘_A_%‘I?Q,OOO

' TYPICAL FLOOR PLANS AND HOUSE PRICES (IN BAHT), SCALE 1:200
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1A: HOUSE 37 SQ.M. 65,000

LAND 20 SQ.W. 60,000

TOTAL 125,000

i ;
AR T
k]

: i)

36A: HOUSE 60 S8Q.
LAND 20 SQ.W. 48,000
TOTAL 179,000 e

- TYPICAL PERSPECTIVES




T e it

3A: HOUSE 40 SQ.M. 130,600
LAND 18 SQ.W. 68,400

| TOTAL 199,000

0
LAND 20 SQ.W. 76,000
TOTAL 229,000

10: TYPICAL PERSPECTIVES

S

iy
e s

Gy
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f'loor areas in tliese houses average 50 square meters, but almost
third of the houses offer H0 - 60 sguare mebters  and an
dditional 15% offer more than 60 square meters, as shown in
Hepure 11 bhelow,

verage plot size was siighly higher than 18 sguare wah, but more

han 43% of the plots were 16 square wah, the most typical plot
izme, as shown in Figure 12 below.

11: HOUSE SIZE

NO, OF HOUSING UNITS

4000 0
3003
0
2000 {10.9%)}

2000

1000 520

(40.8%)

30-36.9 40-459 H0-59.9 " 60-69.9 E 70
SQ.M. OF FLOOR AREA

12: PLOT SIZE

NO. OF HOUSING UNITS

4000
3000
2000
. 1209
{17.8%)
1000 :
-.«‘:-‘ﬁ'. >
223"
443 °
(3,4%) {2‘1%)
0

12-16 16 18-20  21-25  26-30 __ 31-48
. NO. OF SO,WAH

and and house prices: Bangkok developers typically guote a
separate  price for the plot of land and a separate price for the
house, The price of the house is almost always ~the actual
construction price plus a small percentage of profit. The land
Price psually  inclades Gl raw  land price, the cost of
Infrastructure davelopnent., the cost  of management and
upervision and expenses on promotion, marketing and sales, as




well as the developer’s profit.
from the sale of the plot itsgelf
to sell plots.

As mentioned earlier,
built house was 2,600 Baht in 1986,
in Figure 13 below,
less than 2,500 Baht per square meter.
developed land was found to be 3,400,

plots were sold for 3,000 - 3,500 Baht per square wah,

~ 13:HOUSE PRICE

210(86 OF HOUSING UNITS

3022

360 2360 2880 40
BAHT PER SQ.M.

14:LAND PRICE PER SQ.WAH

iﬁ% OF HOUSING UNITS

3641
. {53.5%)

3000

2000

1000

AND PRICE (BAHT)

-—l
9
>
r.<
~

Given these prices,

3 99

; This énables de?elopers to g
vacant plots in their projects, realizing almost all their prof
. Developers interviewed by

study team went as far as saying that they build houses in orde

the average price per square meter of:

However, as can be obsery
more than half of the houses were sold f

The average price
and more than half of

as shoy

more than three-quarters of the low-cos

susing units surveyved sold fom_less”than 200,000 Baht. Iq”fact,
% of the units sold for less thar 175,000 Baht, as shown in
ijpgure 15 below. o ' _ N

15: LAND AND HOUSE PRICE

NO. OF HOUSING UNITS
3000

2693
f (89.5%
: 2456
2500 (36.1%)
2000
1500
1100 ] :
500 T
0 5.00 .

' 200,001- 2
000 525'000 . 250

;oo, .00
TOTAL PRICE (BAHT)

own, payments and monthly repavment: One of the major obstacles
the purchase of houses by low-income households in the past
5 been the Jinsistence a down payment, amounting to
proximatley 2b% of the total price of +the housing package.
us, while many households could in fact afford the monthly
ments, thev could not assemble sufficient savings for the down
ment. This obstacle appears to have been overcome. Almost
% of the developers offered installment plans for the down
yment, ranging from 3 to 15 months. Most of them required
000 Baht as a registration fee, an average of 13,000 on the
assion of signing the contract, and installments averaging

ng-term mortgage loans were offered in all projects without
caption, with interest vates ranging from 11.25% to 14.00%, but
eraging 11.75%, There were many sources for +the leoans.
ides +the traditional predominance of the Government Housing
nk, all major commercial banks, as well as several finance and
nsurance companiss offerad 10-vear, 15-year¥™and sometimes 20-
ar leoans at competitive interest rates. " ; .

ven the availability of long-term financing, typical 15-year
tgage payments averaged 1,750 Baht per month. But, as can be
en from Figure 16 below, 42% of the units offered for sale
quired monthly payments of less than 1,500 Baht. Assuming that
W home buvers are willing and able to pay 25% of their_gmonthly
usehold income on house purchase, these units were affrodable
- families with monthly incomes of less than 6,000 Baht.

ales office personnel Iinterviewed estimated the household
Noomes of buvers to be of the order of 5,000 - 7,000 Baht. This
bVggasts that the 25% figare used for estimating housing




for

in Thonburi I (1981, Thonburi TII (1981), Hus Mark

LI

(1982), situation

in the housing market.

giﬁ:ﬁizf FPri en?wg5homﬁ buyers iz  not  altogether unrealisti '177 bJFi/\ F1
- rrice Indlces Tor the Banghkolk Met ‘ o g - -
Bank of Thailand <4> take hous 11:9 orpon: '; ltigafﬁipizkuig bz % - OUSE PRICES, 1981 1985
R S - e 2etkiy =
the order of 23 24% &t the present time. ' NO. OF HOUSING UNITS
5000
3739
M 4000 b0—— . - ! 36586
16: MONTHLY PAYMENT 205%) g0 (soam)
NO. OF HOUSING UNITS
3000 -
2731
(40.1%) 3000 e
2500 ' {12.9%)
2000 — ,_mﬁtp%L_
00— H®e ey {760 —— —_—
1000 —
1500 '
1000 0 100,000- 750,000- 200,000= 250,000~
R 100,000 150,000 200,000 250,000 300,000 350000 400,000
BAHT
500 :hile one third of the NIIA units were indeed offered at lower
prices than houses now being offered by the private sector, one
a hird competed directly in the 150,000 - 250,000 price range, and
%%%%- 1§51— }gg&— 1751~ 2001- 2251~ ', additional one-third was 1in  a higher-price category
1500 1§0$hé' 2250 3000 1together. Unfortunately data on present prices and monthly
- PAYMENT (BAHT) ayments in new NHA projects is not available:, as no project is
urrently on sale, Neither has 1t been possible to compare the
ctual products offered by the NHA with those of the private
31 S ' terms  of location infragstructure services and
IV TR ot T e e e e ector in 7 , sty :
- THE IMPLICATION FOR THE NHA menities, floor and plot areas, finishes and quality of
"This ‘Working Faper . " - onstruction. NHA houses are traditionally unfinished structures
from the aboég dgfﬁvbfoﬁb ?OE att?mpt to draw  final conclusio ith considerably better infrastructure and community services
Land Management Stud . w;%(h forms only one part of the Bangk hat those offered by the private sector. It may be guite
will form an lnl;;rjt 1 e policy recommendations of the Stu ossible that NHA products are indeed better than those offered
Final Report Lh;ﬂtiiip} WhOib and will be tncorporated into t v the private sector, but what is of issue here 1is their
possible at,tﬁl pnl;; ';1 PUhll‘atJ”“ in Auvgust., 1987, Tt arketability. At present, the NHA may be losing an important
from  our majo; findiﬁTloWPv 1 tifdraw an important implicati arket in the 150,000 - 250,000 category, without necessarily
directly competing WITF'thndmb ¥y that the private sector is _no' sserting itself in the higher-price housing market, particularly
g e National Housing Authority, at 't} ith its current emphasis on unfinished honges
very core of its traditional market . : ' T ) T CTo T
This 1is s The above analysis does not necessarily imply new directions for
paymente 2?dfgi:ii®ELAbT examining the sale prices and monthl the National Housing Aonthority. Instead, it aims at exposing the
Team has aséemhled fQUJ{hE projects in Banghkok. _ The Stu Authority to the fact that the private sector is moving into its
located on Eﬁn&. 1“t5?1? pllb? }ﬂfurmatlon for all project; raditional markets, and that in the future, in order to maintain
transferred f;eé tb{yﬁfly_?grghaged by the NHA, rather than ts  market share it would need to compete 1Q,th housing market
Bangkok ares vinc; jg§§b1 uifeygd housing units for sale in  th place. Whether it aims at cooperating with the private sector or
» since 1 .. All together, 16,000 units were offers at pursuing its goals alene, it needs to b0uomn more aware of the

FPossibly for the first time,

Frachanives ] a982) ad Ky v v @ =
(1985) . Tge giéai{}azn »  Lad Krabang (1984), and Bang Flee the NHA may find itself responding to market demand and supply
in Annex 2. The die trfilips and mouthly payments are presented pressures, rather thay determining independently what it wishes
is given in Fipurs lfJbeloS 1on of hHouse prices in these projects to produce with the assurance that low-income people will
i . purchase whatever it has to offer. ,
2
<4> Bank of Thailand, Quarterl - b i ~ ; -
: L ; erly Bulletin Volume - ¢ &
September, 1986, Table 54, p. &4, 7 e 26, No. 4
3 o4 o e




ANNEX 1: SUMMARY RESULTS OF SALES OFFICE SURVEY OF 37 LOW-COST PRIVATE- SECTOR HOUSING PROJEGTS
IN BANGKOK, DECEMBER 1986 - FEBRUARY 1987 -
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ANNEX 2: THE INCOME DlSTRIBUTION FOR GREATER
BANGKOK, 1980-1986

Income Income Range (Baht}
Decile Percentile 1980 19886
st 0 - 10 0 - 1955 . 0 - 2827
2nd 10 - 20 1956 - 2583 2628 -~ 3495
3rd 20 - 30 2584 - 3225 3496 - 4415
4th 30 - 40 3226 - 3937 4416 - 5387
5th 40 - 50 3938 - 4664 5388 - 6369
6th 50 — 60 4665 - 5487 .. 6390 - 7611
7th 60 - 70 5458 - 6741 7612 - 9433
8th 70 - 80 6742 - 8488 9434 -~11820
gth 80 - 90 8489 -11575 11821 -16012
10th 90+ 11676+ 16013+

Source: The Bangkok Land Management Study, March 1887.
Calculated from National Statistical Office data
for 1875-76, 1981 and 1986.

National Statistical Office (NS0O) publis ‘hed two soclo-
sconomic studies which contain income distributions tor Greater
: and for langkolk's city <core, one far 19746t and one for
. More recently., the NSO published a diraft reporit on average
1ngome5 during rthe Tirst guarter of 1386, Thess three gources
used to calculate the incone distribution in Greater Bangkok
1980 and 1886 shown in the above table. The 1980 income
distribution was calculated by interpolation. assuming a constant
rate of growth in all inconme categories.

Average monthly ineomp* in Greater Bangkok grew by 24% Dbetween
1981 and 1986, trom 5,972 in 1981 to 7,410 in 1966, The 1986
income distirbution was calculated by assuming a gtowth of 24% in
all income categories.

Greater Bangkok includes the adjolining provzn(L% ot Samat Prakan,
Nothaburi and Pathum Thani were rural incomes are lower-than the

average incomes in the city core and in the suburbs. Bangkok
city core incomes are 20 - 2b% higher. in terms of housing

Caftordability. therefore, a higher percentage ofF  the ocity’'s
households can now afford low-cost houses., possibly as high as
BL% of the total.

The Bangkok Land MHanagement ttudy has assembled hous 51ﬁjd incone

figures from a survey of more than 2 000 households in 180 slum
locations in Bangkolr where the NHA has undertaking slum
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SUpbgrading.,  While the slums are not necessarily the pPoOrest, .
most  of the poorest Fawmilies live in Bquatter-Slums whers La
tenure conditions e not allow the NHA o intervene effective]
these slums de represent the gresat majorvity of Bangliok sl
which are in fact vental Slums . While the averade  hougel
5ize in Greater Banpikok was reported to be 4.0 4 L4881 and -
1986, slum households average 4.9 persons pep housshe [d .
these householdy 'haﬁ'monthly incomes of noye Ll 8, G0
and could thus alfford a low-cost house .

ANNEX 3: PRICES AND MONTHLY PAYMENTS OF;
NHA HOUSING UNITS IN BANGKOK, 1981-1985

'<1> SALE [NO.OF  unIT DOWN ~ INTE- YEARS MNTHLY  LOAN TOTAL HMNT
PROJECT NAME YEAR {UNITS  PRIGE  PMT REST TO PAY CHARGE REPAYMENT PAYMEN:
; (Baht) (Baht) (%) (Baht) (Baht}
1. Thonburi I 1981 500 100100 14000 15 15 210 1208
: 1640 2875398 15000 15 15 280 " 3815
264 386114 20000 15 15 375 5124
2. Thonburi TIII 1981 B50 180754 20500 15 15 210 1963
_ 600 324400 45500 15 15 290 3903
3. Hua Mark II 1982 890 229300 18000 15 15 210 2957
338 281800 42300 15 15 320 3352
806 296800 27000 15 15 270 3773
134 394500 73700 15 15 290 4490
4. Prachanives III 1982 1811 188500 27400 15 15 236 2255
868 236200 3g100 15 15 235 2885
1010 300300 as700 15 15 295 3703
183 392503 &5000 15 20 285 4313
5. Lad Krabang 1984 286 70700 7000 15 20 160 839
787 77800 7500 15 20 170 928
272 101600 10000 15 20 180 1208
705 115800 11600 15 20 190 1380
134 134898 17000 15 20 195 1552
226 150000 19000 15 20 200 1725
455 154000 13000 15 20 260 1857
221 188200 20000 15 20 195 1951
254 195122 25000 15 20 210 2240
14 214143 30000 15 20 220 2425
40 287500 40000 15 20 230 3381
6. Bang Plee I 1985 1260 79237 6000 156 20 " 200 964
L2802 128118 12000 15 20 220 1529
832 250230 30000 15 20 255 2900
788 347201 42000 15 20 260 4019
TOTAL 18000
WEIGHTED AVERAGQG E 205640 22083 15 17.3 2a7 25186

Source: Bangkok Land Management Study, March 1987. o

<1> Includes all housing units built on land purchased by the National Housing
Authority in the ‘Gréater Bangkok area excluding shophouses, flats and units
leased rather than sold sutright,
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