~ A Service of
’. b Leibniz-Informationszentrum

.j B I l I Wirtschaft
) o o o Leibniz Information Centre
Make YOUT PUbllCCltlonS VZSlble. h for Economics ' '

Huynh, Thuy Tien; Truong, Dang Thuy

Article
Disparity in housing affordability: evidence from a
developing city

Cogent Economics & Finance

Provided in Cooperation with:
Taylor & Francis Group

Suggested Citation: Huynh, Thuy Tien; Truong, Dang Thuy (2024) : Disparity in housing affordability:
evidence from a developing city, Cogent Economics & Finance, ISSN 2332-2039, Taylor & Francis,
Abingdon, Vol. 12, Iss. 1, pp. 1-18,

https://doi.org/10.1080/23322039.2023.2297604

This Version is available at:
https://hdl.handle.net/10419/321399

Standard-Nutzungsbedingungen: Terms of use:

Die Dokumente auf EconStor durfen zu eigenen wissenschaftlichen Documents in EconStor may be saved and copied for your personal
Zwecken und zum Privatgebrauch gespeichert und kopiert werden. and scholarly purposes.

Sie durfen die Dokumente nicht fiir 6ffentliche oder kommerzielle You are not to copy documents for public or commercial purposes, to
Zwecke vervielféltigen, 6ffentlich ausstellen, 6ffentlich zugénglich exhibit the documents publicly, to make them publicly available on the
machen, vertreiben oder anderweitig nutzen. internet, or to distribute or otherwise use the documents in public.
Sofern die Verfasser die Dokumente unter Open-Content-Lizenzen If the documents have been made available under an Open Content
(insbesondere CC-Lizenzen) zur Verfiigung gestellt haben sollten, Licence (especially Creative Commons Licences), you may exercise
gelten abweichend von diesen Nutzungsbedingungen die in der dort further usage rights as specified in the indicated licence.

genannten Lizenz gewahrten Nutzungsrechte.

-. https://creativecommons.org/licenses/by/4.0/
Mitglied der
WWW.ECOMSTOR.EU K@M 3
. J . Leibniz-Gemeinschaft


https://www.econstor.eu/
https://www.zbw.eu/
http://www.zbw.eu/
https://doi.org/10.1080/23322039.2023.2297604%0A
https://hdl.handle.net/10419/321399
https://creativecommons.org/licenses/by/4.0/
https://www.econstor.eu/
https://www.leibniz-gemeinschaft.de/

cxgent

economics

I55M 23311983

WELES  Cogent Economics & Finance

i
1 }Eiﬁr!" "

1 e

ISSN: 2332-2039 (Online) Journal homepage: www.tandfonline.com/journals/oaef20

©

Taylor & Francis

Taylor & Francis Grou

P

Disparity in housing affordability: evidence from a
developing city

Thuy Tien Huynh & Dang Thuy Truong

To cite this article: Thuy Tien Huynh & Dang Thuy Truong (2024) Disparity in housing
affordability: evidence from a developing city, Cogent Economics & Finance, 12:1, 2297604,
DOI: 10.1080/23322039.2023.2297604

To link to this article: https://doi.org/10.1080/23322039.2023.2297604

8 © 2024 The Author(s). Published by Informa
UK Limited, trading as Taylor & Francis
Group.

% Published online: 12 Jan 2024.

N
[:J/ Submit your article to this journal &

||I| Article views: 1773

A
& View related articles &'

@ View Crossmark data (&

£
2

[y

Citing articles: 1 View citing articles &'

Full Terms & Conditions of access and use can be found at
https://www.tandfonline.com/action/journallnformation?journalCode=oaef20


https://www.tandfonline.com/journals/oaef20?src=pdf
https://www.tandfonline.com/action/showCitFormats?doi=10.1080/23322039.2023.2297604
https://doi.org/10.1080/23322039.2023.2297604
https://www.tandfonline.com/action/authorSubmission?journalCode=oaef20&show=instructions&src=pdf
https://www.tandfonline.com/action/authorSubmission?journalCode=oaef20&show=instructions&src=pdf
https://www.tandfonline.com/doi/mlt/10.1080/23322039.2023.2297604?src=pdf
https://www.tandfonline.com/doi/mlt/10.1080/23322039.2023.2297604?src=pdf
http://crossmark.crossref.org/dialog/?doi=10.1080/23322039.2023.2297604&domain=pdf&date_stamp=12%20Jan%202024
http://crossmark.crossref.org/dialog/?doi=10.1080/23322039.2023.2297604&domain=pdf&date_stamp=12%20Jan%202024
https://www.tandfonline.com/doi/citedby/10.1080/23322039.2023.2297604?src=pdf
https://www.tandfonline.com/doi/citedby/10.1080/23322039.2023.2297604?src=pdf
https://www.tandfonline.com/action/journalInformation?journalCode=oaef20

COGENT ECONOMICS & FINANCE
2024, VOL. 12, NO. 1, 2297604
https://doi.org/10.1080/23322039.2023.2297604

c&gent

8 OPEN ACCESS ‘ ) Checkforupdates‘

GENERAL & APPLIED ECONOMICS | RESEARCH ARTICLE

Disparity in housing affordability: evidence from a developing city

Thuy Tien Huynh ** @ and Dang Thuy Truong®

3Department of International Economic Relations, University of Economics and Law, Ho Chi Minh City, Vietnam; ®Vietnam
National University, Ho Chi Minh City, Vietnam; “Department of Economics, University of Economics, Ho Chi Minh City, Vietnam

ABSTRACT

This study addresses critical gaps in the existing literature by investigating housing
affordability in developing countries and integrating quality considerations into stand-
ard affordability measures. Using survey data from a random sample of 670 house-
holds in Ho Chi Minh City, Vietnam, we conducted a distributional analysis to examine
disparity in housing affordability and regression analysis to investigate factors influ-
encing housing affordability. Our results reveal significant disparities in housing
expenditure within HCMC households. On average, housing expenditure accounts for
12.78% of total household income, with renters bearing a disproportionate burden, as
rent alone consumes a 27.19% of their income. The highest income quintile dedicates
three times more to housing expenditure and consumption than the lowest quintile.
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The highest housing expenditure quintile covers 90% expenditure, while enjoying
50% of the housing consumption value. Regression results illustrate that housing
expenditure and consumption are responsive to long-term income fluctuations, and
more responsive to short-term income changes when comparing to results from the
distributional analysis. Regressions also reveal no gender-based disparities in housing
affordability. Our findings suggest a gender-neutral, affordable housing programs
focusing on low-income renters, and the incorporation of flexible payment plans to
address income fluctuations.

SUBJECTS

Urban Studies; Urban Policy;
Development Studies;
Population & Development;
Development Policy;
Economics

1. Introduction

Housing affordability presents a predominant policy challenge for large cities worldwide (Favilukis et al.,
2023). A rapidly growing body of literature has emerged to address this critical issue (Lee et al., 2022;
Malpezzi, 2023). Evidence suggested a decline in access to affordable housing, particularly for low and
middle-income households (Lee et al., 2022). This challenge has been compounded by the escalation of
house prices, the diminishing rates of home ownership, and the rising rents (Barrett, 2023).

Housing affordability issues addressed in the literature are also found in Ho Chi Minh City (HCMQ),
Vietnam. With a population of 9 million, HCMC is Vietnam’s primary economic and financial hub, account-
ing for 9.35 percent of the national population, according to (Vietnam, 2022). The 2019 Vietnam
Population and Housing Census. Due to the city’s enormous population and ongoing influx of immigrants,
the cost of housing has skyrocketed, placing an enormous financial burden on its residents. The presented
situation poses a considerable challenge in attaining the targets set by Sustainable Development Goal 11,
which seeks to ensure universal access to safe, affordable, and adequate housing for all individuals.

According to the 2019 Vietnam Population and Housing Census, the majority of households own their
housing units, with an overall ownership ratio of 88.1%. However, there is a notable urban-rural dispar-
ity, as 77.9% of urban households own their homes, while in rural areas, the ownership rate is signifi-
cantly higher at 93.6%. The remainder of the population resides in rented housing units or dwellings
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with unidentified ownership, with the rate of households in rented accommodation showing a consider-
able 5% points increase since 2009. The rate of rented households is higher in urban areas, which is 3.5
times higher than in rural regions, largely due to migration and urbanization. In highly industrialized cit-
ies such as Ho Chi Minh City, the prevalence of rented housing is remarkably elevated, reaching 32.8%.

Dominant housing types include townhouses and detached houses, while apartments constitute a
mere 2.2% of the national housing stock, primarily concentrated in large cities. Urban areas exhibit a
higher proportion of apartments at 5.8%, a trend driven by limited land availability and escalating land
prices. The average housing area per capita stands at 23.2m?/person, with urban areas averaging
24.5m?/person and rural areas providing 22.5m?/person. Regarding quality, housing units in Vietnam
are usually assessed based on three fundamental components: load-bearing columns and walls, the roof,
and enclosing walls, categorizing them as “solid houses and semi-solid houses” or “simple houses.” The
overall prevalence of solid and semi-solid houses is 93.1%, with a breakdown of 90.3% in rural and
98.2% in urban areas such as HCMC.

In recent years, the Ho Chi Minh City (HCMC) government has adopted various measures to promote
affordable housing and boost the housing stock. From 2013 to 2016, the government extended a loan
program worth 1.3 billion USD to assist low-income households in purchasing houses. In 2020, it allo-
cated an additional 130.4 million USD from the state budget, with about 43.4 million USD designated
for the Bank for Social Policies and 87 million USD for four national banks to support housing loans.
While these policies have yielded some positive outcomes, a significant proportion of HCMC's populace
still contends with inadequate housing. According to the 2019 Vietnam Population and Housing Census,
approximately 690,000 urban households (equivalent to 3.2 million individuals) reside in substandard
housing conditions, with an average living area of less than 6 m? per person. Thus, despite the govern-
ment’s efforts, more comprehensive and effective measures are required to address the persistent issue
of housing deprivation in HCMC.

Housing costs in HCMC represent a significant financial strain for its residents compared to other
countries. In 2020, the average household in HCMC allocate approximately 50.03% of their total dispos-
able income on housing-related expenses, including rent, imputed rent, and maintenance and decor-
ation costs. By contrast, housing expenditure in 2020 (including rent, imputed rent, gas, electricity, and
water costs) in the United States accounted for 17.7% of disposable income, while in Australia, Canada,
Japan, Korea, and the Slovak Republic, this figure ranged from 13.1% to 25%. It is generally accepted
that countries where housing spending exceeds 30% of total income, face significant housing difficulties
(Barrett, 2023). Thus, the proportion of housing expenditure in HCMC, which stands at 41%, highlights
the formidable housing cost burden faced by its residents. This trend highlights the urgent need for
comprehensive and effective measures to address the issue of housing affordability in HCMC.

The escalation of housing prices in HCMC has outpaced the growth of residents’ incomes. According
to Numbeo, the house price-to-income ratio in 2023 is 35.17, indicating that it takes workers in HCMC
35years of income to purchase a housing unit, a significantly more extended period than in other
nations, where the process can take as little as 7 to 10years. Additionally, HCMC's housing conditions
appear inferior to those in other countries. As of 2020, the number of bedrooms per capita in HCMC
stood at 1.5 rooms per person, which is notably lower than the average bedroom rate of 2.3 rooms per
person in EU countries. For example, this figure ranges from 2.9 rooms per person in Slovakia to 2.0 in
Germany, Denmark, Finland, and Sweden. Consequently, residents of HCMC must contend with limited
living space and disproportionately high housing costs compared to their peers in other nations.

Housing studies have centered on the critical aspect of securing housing that is both of high quality
and affordability (Barrett, 2023). It is widely acknowledged that a single metric cannot fully encompass
the myriad factors influencing households’ access to suitable housing (Robinson et al, 2006; UK
Affordable Housing Commission, 2019). Among the most commonly employed metrics to gauge housing
affordability are the price-to-income and expenditure-to-income ratios. The house price-to-income ratio
serves as an indicator of housing costs in relation to income levels. The housing expenditure-to-income
ratio is concerned with the proportion of household income dedicated to housing expenses (OECD,
2021; Robinson et al., 2006). Nonetheless, these ratios provide limited information into how affordability
is distributed among various demographic groups (Leishman & Rowley, 2012; Meen, 2018). In addition,
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both the price-to-income and expenditure-to-income ratios do not cover the quality aspect of housing
(Barrett, 2023).

Our study are based on a random sample of households in HCMC. Our examination involves two key
housing affordability measures. First, we gauge housing expenditure, which encapsulates out-of-pocket
housing expenses, covering items such as rent, mortgage payments, and maintenance and decoration
costs. In tandem, we assess housing consumption, including rent (for renters) and imputed rent (for
non-renters), and maintenance and decoration expenses. The research objectives of this paper are two-
fold. Firstly, we conduct a distributional analysis of these two crucial indicators. Secondly, we investigate
the determinants of those two measures. Through the examination of housing consumption, we address
a dimension of housing quality, echoing the perspective offered by Barrett (2023), which may be over-
looked when focusing solely on housing expenditures. The distributional analysis of both indicators ena-
bles an investigation into the heterogeneity within housing expenditure and opportunity costs, in line
with the insights from Meen (2018). Secondly, we examine the influencing factors of the two housing
affordability measures, each with three variants including the housing expenditure/consumption, the
expenditure/consumption per capita, and expenditure/consumption-to-income. To the best of our know-
ledge, no study has explored this specific issue in the context of Vietnam.

The remainder of the paper is structured as follows. Section 2 offers an overview of the literature rele-
vant to the research objectives. In Section 3, we detail the identification strategy and data collection
methods. Section 4 presents the distributional analysis of housing affordability measures, and Section 5
regression analysis results. Finally, Section 6 concludes the paper by summarizing the key insights and
highlighting the implications of the study’s findings for future research and policy.

2, Literature review
Measuring housing affordability

Several measures of housing affordability exist, with most typically comparing housing costs to house-
hold incomes (Bentley, 2021). Among the most common are housing expenditure-to-income ratios,
house price-to-income ratios, and residual income measurements (OECD, 2021; also see Meen, 2018;
Ezennia & Hoskara, 2019; Robinson et al., 2006). It is widely recognized that no single measure compre-
hensively accounts for the various factors influencing households’ access to suitable housing (Robinson
et al., 2006; UK Affordable Housing Commission, 2019).

The residual income measure diverges from others by emphasizing the amount of income remaining
after housing expenses. Its focus is on determining whether a household has sufficient income left to
cover essential non-housing expenses (Stone, 2006). Typically, it strives to establish a household’s basic
non-housing spending needs and then evaluates whether the residual income can meet housing costs
(Meen, 2018). This approach encounters challenges in establishing a uniform set of non-housing costs
for diverse household types. Moreover, the determination of residual income cut-off points tends to be
arbitrary. Additionally, this approach does not provide insights into housing quality (Murphy, 2014;
OECD, 2021).

The house price-to-income ratio, on the other hand, is a straightforward indicator that relates housing
costs to income levels. It quantifies the relationship between house prices and annual household
incomes and is widely recognized as a simple rule-of-thumb measure of affordability (Robinson et al.,
2006). However, at the aggregate level, such ratios offer limited insights into how affordability is distrib-
uted across various demographic groups (Leishman & Rowley, 2012). As such, they have limited practical
utility for policy makers seeking to target housing support (OECD, 2021). Conversely, the housing
expenditure-to-income ratio focuses on the proportion of household income allocated to housing
expenses (OECD, 2021; Robinson et al., 2006). This measure offers a clearer perspective on low-income
households, which tend to allocate a substantial portion of their incomes to housing costs, making it a
common tool for assessing affordability.

Various studies have examined the composition of housing expenditure in empirical research. Rent,
mortgage interest, property taxes, maintenance and repair costs, insurance fees, housing insurance, pur-
chase fees, the operation of household appliances, as well as gas, electricity, water, and other costs,
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have been identified as components of housing expenditure in previous studies (Combs & Park, 1994;
Fontes & Fan, 2006; Lino, 1990; Moon & Joung, 1997). However, some researchers exclude the costs of
household appliances and equipment, as they are not considered expenses related to living space. Bui
et al. (2015) suggested that housing expenditure should only include rent and repair costs, while Tian
et al. (2017) proposed that electricity, water, property taxes, cleaning, and maintenance costs should
also be considered as part of housing expenditure.

In addition, imputed rent has been suggested as an essential component of housing expenditure for
homeowners, as it reflects the opportunity cost of living in their own housing units, similar to the rent
paid by tenants. Some studies suggest that including imputed rent in housing expenditure would pro-
vide a more accurate measure of the opportunity costs of owning one’s own living space. Others include
monthly interest and mortgage payments instead of imputed rent. However, Ulker (2008) argued that
these amounts do not accurately reflect consumption and should be replaced with rental equivalence,
which represents the amount that homeowners would have to pay if they were renting their own home
or imputed rent.

Permanent income and housing expenditure

Research on housing spending behavior is often based on the theoretical model of Muth (1969). In this model,
individuals are assumed to choose the housing expenditure that maximizes their utility, and thus the housing
expenditure function mainly depends on rent, income, and travel costs from home to places of need.

However, some scholars argue that housing expenditure is a longer-term decision because it mainly
relies on choosing the type of home to rent or purchase with long-term restrictions. As a result, a static
model may not be applicable. Muth (1974) developed a dynamic housing expenditure model where a
household’s housing expenditure decisions are made throughout their time in a home, from the
moment they move in until the time to relocate. This multi-stage utility maximization problem, akin to
the single-period case, also features an income constraint with some modifications. In the single-period
model, the household is assumed to consume all its income on housing and other goods. In the multi-
stage model, the total income during the study period is given, including the property remaining at the
end of the period. This anticipated residual asset is equivalent to the portion of income left after spend-
ing on housing and other goods. The dynamic model implies that the demand for housing services
hinges on permanent income rather than income in a given period.

The rationale of the dynamic model is consistent with the concept of permanent income of Muth’s
(1971), which is the income an individual or family expects to have during their lifetime. Permanent
income is defined as the income that an individual or household expects to earn over their lifetime and
reflects their expected wealth accumulation. However, measuring permanent income is challenging, and
total expenditure is often used as a proxy for permanent income in empirical studies.

The relationship between income and housing expenditure has been extensively studied in the litera-
ture, and the findings are mixed. While some studies suggest that current income is the primary deter-
minant of housing expenditure, others have used the concept of permanent income and found a
positive relationship between permanent income and housing expenditure (Andel-Ghany & Sharpe,
1997; Fontes & Fan, 2006; Sanz, 2017). However, other studies reported no significant impact on housing
expenditure, particularly for divorced or couple households. Tian et al. (2017) argued that income has no
effect on housing expenditure for immigrants, which suggests that the impact of income on housing
expenditure may depend on the sample characteristics. Fan et al. (2002) supported the view that per-
manent income negatively affects housing expenditure. Overall, the literature on the relationship
between income and housing expenditure is inconclusive.

Other determinants of housing expenditure

Employment has been identified as a primary source of financing housing expenditure in the literature,
with several studies highlighting its importance. Studies by Lino (1990) and Nam and Park (2015) con-
firmed that families with employed heads tend to have higher housing expenditures due to the secure
source of income. In contrast, Spalkova and Spalek (2014) found that households with more unemployed
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members tend to reduce their housing expenditures. Furthermore, working experience has been found
to positively affect housing expenditure, as shown in the study by Kain and Quigley (1975).

Although some studies have found no significant differences in housing expenditure across occupa-
tional groups (Fontes & Fan, 2006; Sharpe et al., 1995), many other studies have found that occupational
categories do affect housing expenditure. Specifically, certain occupational groups tend to have higher
or lower housing expenditures. For instance, Fontes and Fan (2006) found that families with self-
employed main income earners tend to have higher housing expenditures than those in agriculture,
services, education, and management. In contrast, Vipond & Walker, 2009 found that unskilled workers
spend less on housing.

Numerous household and individual characteristics have been found to affect housing expenditure
beyond employment and occupation. Existing literature shows that higher education is associated with
higher housing expenditure (Lino, 1990; Fan et al,, 2002; Spalkova & Spalek, 2014; and Bui et al., 2015),
with the exception of Sharpe et al. (1995). The marital status of the primary income earner also has dif-
ferent impacts on housing spending. Fontes and Fan (2006) revealed that families with single primary
income earners tend to spend more on housing, while Spalkova and Spalek (2014) found that married
and divorced individuals have higher housing expenditures. However, some studies found no significant
impact of marital status on housing expenditure (Abdel-Ghany & Sharpe, 1997).

While many studies have analyzed the effect of family structure on housing expenditure, particularly
household size, number of adults, and number of children, the impact of these factors on housing
expenditure remains an empirical matter due to differing results across studies. For example, some stud-
ies suggest that larger families tend to spend more on housing (Fontes & Fan, 2006), while others find
that larger households spend less on housing (Bui et al., 2015; Nguyen et al.,, 2017). Some studies, such
as those by Moon & Joung (1997) and Lino (1990), have found that household size has no impact on
housing expenditure. Further analysis of household structure has shown that the impact of family size
on housing expenditure differs for different types of families (Cage, 1994). Additionally, some studies
suggest that the homeownership rate increases with household size (Fontes & Fan, 2006).

Apart from household size, the number of adults and children also affects housing expenditure. It is
widely assumed that households with more adults will spend more on housing (Fontes & Fan, 2006).
However, the impact of the number of children in the family on housing expenditure is more complex.
While reasonable accommodation for children may lead to increased housing spending, families with
young children may have higher expenditures and may spend less on housing (Fontes & Fan, 2006). In
some cases, the two effects cancel each other out, resulting in the number of children having no impact
on housing expenditure (Kain & Quigley, 1975; Sharpe & Abdel-Ghany, 1999). These results suggest that
further research is needed to determine whether households with many children are likely to require
housing assistance. The authors expect that households with a higher proportion of older people and
children will spend more on housing.

Studies have also shown that the type of urban area in which a household resides is negatively
related to housing expenditure (Spalkova & Spalek, 2014). Research by Tian et al. (2017) found that
rural-to-urban migrants who buy or rent houses have higher rates of housing expenditure, while those
living in dormitories have lower rates. Fontes and Fan (2006) suggest that households living in areas
with more than 1.2 million population have lower housing costs than households in other areas. The
authors expect that households in the inner city and those who own a house or live with other family
members will spend more on housing expenditure.

In general, the drivers of housing expenditure vary across different housing markets, subjects, and
periods. Most studies suggest that housing expenditure is affected by income, employment, or house-
hold demographics. Concerning income, some studies suggest that permanent income is a more appro-
priate measure than current income. This study focuses on the impact of permanent income,
employment, and other factors on housing expenditure.

3. Methodology and data source

In this study, we use two indicators to assess housing affordability: housing expenditure and housing
consumption. Housing expenditure includes all out-of-pocket expenses related to housing, covering rent
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(for tenants), mortgage payments (for homeowners), maintenance and repair costs, as well as expenses
for decorations. While housing expenditure reveals the financial burden associated with housing, it may
not provide a comprehensive reflection of housing quality. This limitation arises from the fact that indi-
viduals who own their homes outright or reside in houses owned by relatives do not incur rent
expenses, resulting in lower expenditure.

To address the quality aspect of housing, we use the housing consumption indicator in this study.
Although housing consumption is less common than expenditure, it has been mentioned in the litera-
ture (Aladangady, 2017; Shelton, 1994). This metric includes rent (for tenants), imputed rent (for non-
renters), maintenance and repair costs, as well as expenses for decorations. The inclusion of imputed
rent recognizes that individuals who do not pay rent may still incur an opportunity cost comparable to
the rent they might pay if they were renters. Housing consumption do not replace housing expenditure
but complement it, providing a more holistic perspective on housing affordability that accounts not only
for the financial aspects but also for the inherent quality of housing, thus offering a more comprehen-
sive understanding of the housing situation.

In our distributional analysis, we examine housing consumption and expenditure across different
income quintiles. This approach allows us to understand how housing affordability measures vary among
households with different income levels. Additionally, we construct Lorenz curves for both housing con-
sumption and expenditure, offering a graphical representation of the distribution of housing affordability
within the studied population. These analytical tools reveal the disparities in housing affordability.

To analyze the factors influencing housing affordability, we use an equation of the form

H,:oc0+oz1ln?,-+oc2D,~+a3F,~—l—u,~ (M

where H; includes the two housing affordability measures, including expenditure and consumption. As
mentioned, housing expenditure consists of mortgage payment (for non-renters) and rent (for renters),
maintenance and repair costs, and decoration. For renters, we collected data on their monthly rent pay-
ments, while non-renters provided their monthly mortgage payments, if any. For other items in housing
expenditure, we asked respondents how much their households spent on repair and maintenance and
decoration in the past 12 months, then taking the monthly average. Imputed rent, which is used to cal-
culate housing consumption, is collected by asking non-renters the estimates of their housing unit’s
market rental value at the time of the survey.

In the regression equation, Y; is the household’s permanent income, D; the characteristics of the pri-
mary decision-making member, who is identified as the main income earner in the household, and F;
household characteristics. Characteristics of the main income earner include occupation, working experi-
ence, intention to change jobs, age, educational attainment, marital status, and gender. For household
characteristics, we use household size, percentages of children and elder in the family, whether the
household is doing home businesses at the housing unit, region (urban or suburban), and housing
tenure.

For household characteristics, we collected data on household size, the percentage of children and
elderly members, whether the household conducted home-based businesses, the region (urban or sub-
urban), and housing tenure. Household members were defined as those residing at least six months
within the last 12 months. Children were identified as those under six years old, while elderly members
were aged above 60 at the time of the survey. We assessed home businesses by asking respondents
whether their household operated a business at home. To assess household income, we asked respond-
ents to choose from 18 income intervals, such as ‘0 to 5 million VND,’ ‘5 to 10 million VND,” and so on.
The use of income intervals helps mitigate potential self-reporting bias. We then calculated household
income using the midpoint of the selected interval. For housing total expenditure, we requested
respondents to estimate their households’ total monthly expenditure using an open-ended question.
During the survey, these expenditure estimates were cross-referenced with reported income to identify
any unexpected patterns or discrepancies.

The present study posits that the concept of permanent income advocated by Muth's (1971) dynamic
housing expenditure model is more fitting for HCMC. This assertion is grounded on the fact that housing
expenditure is largely composed of rent and imputed rent, which are relatively fixed and thus
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impervious to short-term fluctuations in income. Additionally, given the high costs associated with relo-
cating, housing expenditure is less responsive to changes in current income.

The correlation between certain forms of expenditure, particularly on consumer goods, and temporary
income fluctuations is noteworthy (Winger 1968). Therefore, when estimating permanent income, using
expenditure as a proxy may reduce income elasticity. Winger (1968) also argued that total expenditure
is not a reliable indicator of long-term income in housing studies due to the influence of household
characteristics. To minimize such variations, we perform a regression of total expenditure on household
and main income earner characteristics and utilize the resulting fitted values as a proxy for permanent
income. This approach can be expressed mathematically in the form of an equation

InY; = ag + oyIn (M;) + 02D; + o3F; + uj ()

where Y; is the expenditure of household i, M; is current household income, D; and F; are characteris-
tics of the main decision-making member and the household, as described earlier. Permanent income is
then estimated by

InY; = g + oy In (M;) + oaD; + a3F; (3)

The predicted values then become estimates of permanent household income after removing unex-
plained fluctuations. Note that these fitted values are used as a covariate in Equation (1).

Equation (2) is estimated using the Ordinary Least Squares (OLS) estimation method. Equation (1) com-
prises six variations with six dependent variables, encompassing two measures of housing affordability.
Each measure includes three variations, including the natural logarithm of consumption/expenditure, con-
sumption/expenditure per capita, and the percentage of consumption/expenditure in household income.
Equation (1) with housing consumption is also estimated using OLS. However, the three variations of
housing expenditure are censored at zero, as a significant number of households report zero housing
expenditure. Consequently, we employ a Tobit regression

Hi = XiB + & 4

Hi=0 if H <0

Hi=H; if Hf >0
Here, H; is the latent variable, assumed to be a linear function of X, which includes all the groups of
variables mentioned in equation (1), and f is the vector of coefficients to be estimated. In a Tobit model,

B indicates the marginal effects of X on the latent variable H;, not H;. The marginal effects of X on H; is
given by

OEHIX] . (XB
()

where ¢ is the standard deviation of H*, which is estimated in a Tobit regression, and ® indicates the
cummulative standard normal distribution function. For Tobit regressions, we report the marginal effects
on H; instead of the estimated coefficients p.

We employed a systematic sampling method to select our sample of 670 households from a compre-
hensive list of approximately 2.55 million households in Ho Chi Minh City, sourced from the Vietnam
Population and Housing Census. This systematic approach began with the random selection of an initial
household, denoted as ‘household i, from a range of 1 to 3800. The value 3800" was determined by
dividing the total number of households in the list (2,550,000) by our target sample size of 670.
Subsequently, we expanded the sample by including households at regular intervals of 3800
(i+3800*n), where ‘n’ represents consecutive positive integers until the end of the comprehensive
household list was reached. This systematic selection method was chosen to ensure that every house-
hold on the list had an identical probability of being chosen.

When addressing survey error, our use of the 2019 Vietnam Population and Housing Census provided
a sampling frame closely aligned with the target population, minimizing coverage error. Our systematic
sampling procedure, as explained earlier, helped eliminate sampling error. We minimized attrition by
allowing respondents to pause and resume the interview at a convenient time for them. Upon obtaining
consent, enumerators conducted interviews with the primary income earner or the household member
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responsible for managing expenditures. Respondents were fully informed about the study’s purpose and
content and must sign consent forms before participation. It is important to note that, among the
selected households, 40% participated in the survey, while non-responses were attributed to various fac-
tors, including instances where no one was present at the selected household after two visits, the inabil-
ity to locate the address, or refusals to participate. In cases where addresses were not found,
enumerators were instructed to approach households with address numbers that were closest to the ori-
ginally selected ones. If a selected household was absent or refused to participate, enumerators would
turn to the closest neighboring household. These replacements were made within the same neighbor-
hoods, where households tend to share similar housing conditions and lifestyle, minimizing the potential
bias and preserving the overall representativeness of the sample.

The survey was conducted using Survey Solutions, a computer-assisted personal interviewing (CAPI)
system developed by the World Bank. Survey Solutions allows for real-time checks of response consist-
ency across different sections of the questionnaire. Additionally, the platform records response times for
each question, enabling us to identify any attempts by respondents to skip questions, which we can
analyze. Each enumerator used a tablet to collect responses while also sharing their live locations, pro-
viding us with real-time information about their whereabouts during the survey. To ensure data accur-
acy, we compared demographic information from the survey with data from the 2019 Vietnam
Population and Housing Census. We also cross-referenced this information with customer records from
electricity and water utility providers, which we had access to, in order to identify any discrepancies. In
cases where inaccuracies were identified, we ask the enumerator to revisit the household to validate or
correct the responses.

The survey instrument used in this study was divided into three key sections. The initial section col-
lected data on household demographics, including information about the primary income earner, as
well as their spouse. The second section collects housing-related details, including ownership, expendi-
tures, and conditions. Lastly, the third section was dedicated to quality control measures. It is worth not-
ing that the data collection for this survey took place in Ho Chi Minh City (HCMC) from May to June
2020, during a period when the local housing market remained relatively unaffected by the COVID-19
pandemic and social distancing measures, maintaining its stability and positive trends.

Our survey statistics closely align with national and city-level data. According to the Vietnam
Household Living Standard Survey (VHLSS) 2020 and General Statistics Office (GSO) HCMC, average
monthly household income is 1,012 USD. In our survey, it is 952 USD, similar to the official figures.
VHLSS reported HCMC households spending 589 USD per month; our survey is 500 USD (excluding
rent), but adding rent brings it in line with population statistics. We do note a higher average household
size (4.55) compared to VHLSS (3.6). This is due to our method of counting members who are perman-
ently living in the households, whereas in some cases, respondents may report only registered house-
hold members (as in household registration books in Vietnam) in official surveys.

4. Distributional analysis of housing affordability

Table 1 presents the summary statistics of the data used in this study. Approximately 57% of the primary
income earners in the sample households are male, and 78% are married. The average age of the pri-
mary income earner is 44years, and the average tenure with their current employer is 9.7 years.
Educational attainment varies, with 29% completing high school, 25% completing secondary school, and
20% earning a university or higher degree. The sample is diverse in terms of occupation, with 23% work-
ing in unskilled labor, 25.5% in skilled labor, 15% in office jobs, and 11% being self-employed. Only 10%
of the respondents indicated plans to change jobs in the near future.

The average household size in the sample is 4.5 members, with a monthly household income of
US$953, of which US$500 is allocated to expenditures. A proportion of 10 %of the household members
are over 60years old, and 7 %are children under 6. In terms of housing tenure, 56.7 % of households
own their housing units, 23 %reside in houses owned by relatives or other family members, and the
remaining 20.3 percent are tenants.

Table 2 provides a comprehensive overview of the housing affordability measures and their compo-
nents. The average monthly housing expenditure stands at US$95, with a per capita housing
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Table 1. Summary statistics (N = 656).

Criteria Mean SD Min Max
Household income (USD/month) 952.78 783.29 109 8,210
Household expenditure (USD/month) 499.99 447.65 43 7,821
Age of main income earner (years) 43.62 11.50 18 86
Working experience of main income earner (years) 9.71 8.76 0 53
Household size (persons) 4,54 235 1 25
Rate of elders (over 60 years) (%) 10.05 16.19 0 100
Rate of children (under 6 years) (%) 6.65 12.39 0 66.67
Gender of main income earner Male: 372 (56.7%)

Female 284 (43.29%)
Education of main income earner Elementary school or lower: 99 (15.09%)

Secondary school: 163 (24.85%)

Highschool: 189 (28.81%)

College: 71 (10.82%)

University or higher: 134 (20.43%)
Occupation of main income earner Unskilled labor: 152 (23.17%)

Office workers: 98 (14.94%)

Workers in transportation and tourism: 73 (11.13%)

Skilled labor: 167 (25.46%)

Retired or unemployed: 38 (5.79%)

Self-employed: 74 (11.28%)

Others: 54 (8.23%)

Main income earner plans to change job Yes: 64 (9.65%)
No: 599 (90.35%)
Marital status Married: 514 (78.35%)
Single: 142 (21.65%)
Housing tenure Owned: 375 (56.73%)

Owned by relatives: 152 (23%)
Rent: 134 (20.27%)

Table 2. Measures of housing affordability and their components (US$/month).

Expenditure items Obs Mean SD Min Max
Measures of housing affordability
Housing expenditure (USD/month) 656 95.03 258.51 0 3,132
Per capita housing expenditure (USD/person) 656 25.98 73.94 0 783
Percentage of housing expenditure in income (%) 656 12.78 39.62 0 600
Housing consumption (USD/month) 656 389.61 425.70 6.52 4,707
Per capita housing consumption (USD/person) 656 94.51 109.02 3.26 1,176
Percentage of housing consumption in income (%) 656 50.03 57.13 0.67 800
Components of housing consumption/expenditure
Imputed rent 522 385.09 348.02 43.45 2,607
Rent 134 208.16 226.51 6.52 1,303
Mortgage payment 522 14.9 101.72 0 1,521
Maintenance 656 29.22 162.66 0 2,534
Decoration 656 11.43 87.80 0 1,801

expenditure of US$26. Housing expenditure comprises just 12.78% of the total household monthly
income, a figure significantly lower than the 21% observed in OECD countries and well below the sug-
gested 30% threshold for affordability as outlined by OECD (2019). This is partly due to the fact that
only 20% of households in the sample are renters, and among homeowners, just 17 households are
making mortgage payments. The majority of households either own their homes outright or reside in
properties without rent. However, when we factor in imputed rent while excluding mortgage payments,
the housing consumption rise to an average of US$390 per household per month, equating to US$95 in
housing consumption per capita. As a result, housing consumption accounts for 50% of the monthly
household income, highlighting the substantial opportunity costs associated with housing in HCMC.

The average monthly rent among renters is US$208. Housing expenditure constitutes only 12.78 per-
cent of the household income, but rent alone accounts for 27.19 percent of renters’ household income.
While housing expenditure may not appear significantly high for the overall sample, it places a substan-
tial burden on renters. Similarly, imputed rent takes up 38.47 percent of homeowners’ and individuals
living in relatives’ houses’ income. This imputed rent doesn’t immediately burden these groups but ren-
ders those without homeownership more financially vulnerable, making it challenging for young adults
to establish new households. On average, mortgage payments constitute only 1.5 percent of income.
However, it's important to note that among homeowners, only 17 households are making mortgage
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payments, and for this specific group, mortgage payments account for a substantial 48 percent of their
income. Maintenance and decoration costs represent a small proportion of total income, accounting for
3% and 1.2%, respectively. When comparing these figures to data from OECD countries, it is evident
that home decoration expenditure in HCMC is approximately ten times lower than that in the OECD,
whereas imputed rent in HCMC is around 30% higher than in the OECD. Furthermore, actual rent in
HCMC is twice as high as in the OECD.

The distribution of housing tenure by income quintile, as depicted in Figure 1, reveals distinct pat-
terns. Homeownership rates range from 50% to 62% across quintiles, with the highest income quintile
demonstrating the highest prevalence. However, no clear linear trend is evident between income and
homeownership. In contrast, the proportion of renters shows relative stability in the first three lowest
income quintiles but significantly decreases in the fourth and fifth quintiles, reflecting a decline in rent-
ing as income rises. Furthermore, the prevalence of living in relatives’ houses increases with ascending
income quintiles, indicating a growing preference for this housing arrangement among wealthier
households.

For the distributional analysis, the sample is stratified into income quintiles. In Table 3, we present
housing affordability measures and household characteristics segmented by these quintiles. The highest
income quintile exhibits an average monthly income of USD 2252, which is approximately seven times
greater than the income in the first quintile. This difference indicates the significant income inequality
within the dataset. The total household expenditure for the 5th quintile is approximately 3.6 times
higher than that of the 1st quintile, implying a considerable divergence in spending capacity across
income groups. When considering income on a per capita basis, the inequality appears less severe, but
it remains substantial. It's important to note that the 5th quintile has a larger household size, with an
average of 5.79 members, compared to 3.55 in the 1st quintile. This implies that when income is distrib-
uted per capita, the impact of income inequality is somewhat mitigated, although it still prevails.

This inequality is mirrored in their housing consumption and expenditure, with the wealthiest quintile
spending an average of USD 185.50 per month, while the lowest quintile spends only USD 64.14.
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Figure 1. Housing tenure by income quintiles.
Table 3. Housing consumption and expenditure by income quintiles.
Household Total household Housing Housing
income expenditure Household size consumption expenditure Housing floor
Income quintile (USD/month) (USD/month) (persons) (USD/month) (USD/month) area (m?)
1 32261 255.07 3.55 241.13 64.14 76.30
2 542.95 346.62 4.20 260.79 93.56 85.76
3 740.58 458.15 4.69 320.66 55.35 99.28
4 1,052.98 573.24 4.67 405.25 90.63 101.35
5 2,252.45 915.54 579 755.23 185.50 161.36
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The same pattern emerges in housing consumption, as the highest quintile allocates more of their
resources to housing, averaging USD755 per month, compared to the lowest quintile’s USD241. For both
housing expenditure and consumption, the values of the highest quintile are approximately three times
higher than those of the lowest income quintile.

The inequality becomes more pronounced when considering the percentage of housing consumption
and expenditures in household income. In terms of expenditure, the lowest quintile allocates approxi-
mately 20 percent of their household budget to housing, while the highest quintile spends only 8 per-
cent. Remarkably, a substantial contrast exists between the two lowest quintiles, where this percentage
is about 10%, and the higher quintiles, where it ranges from 18 to 20 percent. Housing consumption
exhibit even greater disparity, consuming 75 percent of the lowest quintile’s income, while only consti-
tuting 34 percent of the highest quintile’s income. This emphasizes the high opportunity costs associ-
ated with housing in HCMC, particularly affecting households with lower incomes.

Figure 2 displays the Lorenz curves for housing expenditure and housing consumption. In Figure 2a,
the concentration of housing expenditure is evident, with the first three expenditure quintiles allocating
no expenses to housing, placing the entire burden on the two highest housing expenditure quintiles.
Notably, the highest expenditure quintile bears approximately 90% of the total housing expenditure,
highlighting a surprisingly high level of inequality in housing expenditure. This inequality is even more
pronounced among the sub-sample of renters, as Figure 2b illustrates, with the Lorenz curve for renters
significantly lower than that of non-renters. The Lorenz curve for renters exhibits a substantial reduction
compared to that of non-renters, emphasizing the significant differences in housing expenditure distri-
bution between these two groups. Among renters, a disproportionately small segment of households
bears the financial burden of housing, further exacerbating the inequality within this sub-sample.
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Figure 2. Lorenz curve for housing expenditure (panel a and b) and consumption (panel ¢ and d).
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Housing consumption, inclusive of imputed rent, reveal a somewhat lower level of inequality, yet
they still indicate significant disparities, as depicted in Figure 2c and 2d. Figure 2c demonstrates that the
lowest housing consumption quintile accounts for just 4% of the total housing consumption, whereas
the highest housing consumption quintile assumes the lion’s share at 52%. In this distribution, we can
discern the potential role of housing consumption in reflecting housing quality and well-being, empha-
sizing substantial inequality in housing well-being across households. The pronounced variation in hous-
ing consumption among quintiles implies that certain households allocate a substantially larger
proportion of their resources to housing, incurring higher opportunity costs. This, in turn, raises ques-
tions about how these disparities affect the quality of housing and overall well-being among different
income groups.

The inequality in housing consumption is not uniform across all households. When we further dissect
the data to differentiate between renters and non-renters, a striking difference emerges. Figure 2d illus-
trates a higher degree of inequality in housing consumption among renters, underscoring the pro-
nounced disparities in how renters experience the consumption and potential opportunity costs
associated with housing. This distinction emphasizes the varying degrees of inequality within different
housing tenure groups and their respective well-being.

5. Regression results

Table 4 presents the regression results for Equation 1. Note that we have two housing affordability
measures, namely, housing expenditure and housing consumption, each with three variations (the nat-
ural logarithm, the per capita value, and the percentage in household income). Consequently, we con-
ducted six separate regression analyses. The first three columns of the table pertain to housing
consumption (Models 1-3), while the last three columns relate to housing expenditure (Models 4-6).
Because housing expenditure being censored at zero, we employed Tobit regression for these analyses.
The last three columns of Table 4 the unconditioned marginal effects of variables on housing expend-
iture indicators.

The results of the three regression models indicate several significant factors influencing household
housing expenditure in HCMC. However, these factors have varying effects on housing expenditure and
consumption indicators. Specifically, a 1% increase in permanent income is associated with a 0.94%
increase in housing expenditure but only a 0.54% increase in housing consumption. This suggests that
as income rises, households allocate a larger portion of their budget to housing. This budget allocation
increases at a rate that surpasses the rate of increase in housing consumption, where imputed rent plays
a significant role. Models 2 and 5 also indicate a $0.65 per capita increase in housing consumption for
every 1% income growth, in contrast to a $0.25 rise in housing expenditure per capita. Additionally,
Models 3 and 6 demonstrate that a 1% increase in permanent income leads to a 0.44 percentage point
increase in the share of housing consumption in income, while housing expenditure as a proportion of
income remains unaffected. This suggests that housing expenditure increases proportionally with
income. These findings indicate that income growth exacerbates disparities in both housing consump-
tion and expenditure, posing challenges to the goal of achieving affordable housing for all.

This finding from regression analysis complies with previous studies such as Fan et al. (2002), Fontes
and Fan (2006), and Bui et al. (2015), but does not align with the distributional analysis in Section 4,
which indicates that households with higher current income spend a significantly lower proportion of
income on housing. The critical difference is that permanent income used in regression is income after
removing random shocks. The difference between the two findings implies that a significant portion of
the impact of income on housing expenditure is due to income fluctuations that are not permanent. In
order words, households tend to adapt their housing expenses and costs in accordance with their pre-
sent income rather than their future earning potential. This suggests that people are more inclined to
make immediate adjustments rather than taking a more strategic and far-sighted approach to their
housing expenditures.

However, removing the effect of random income shocks from the analysis provides a clearer picture
of the long-term relationship between income and housing expenditure. The smaller impact of income
on housing expenditure after removing the effect of random income shocks suggests that households
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Table 4. Regression results for housing consumption and expenditure.

OLS Regression coefficients Unconditional marginal effects from tobit regressions
Model 3 Model 6
Model 2 Percentage of Model 5 Percentage of
Model 1 Per capita housing Model 4 Per capita housing
Log(Housing housing consumption in Log(Housing housing expenditure in
consumption) consumption income expenditure) expenditure income
Log(Household permanent 0.536%** 64.95%** —43.59%** 0.935%** 24.646%** 0.574
income) (0.0795) (17.97) (6.739) (0.176) (4.384) (2.355)
Household characteristics
Household size (persons) 0.057%** —12.43%** 2.173 —0.011 —2.903%** 0.369
(0.018) (2.276) (1.322) (0.036) (0.944) (0.475)
Percentage of children (%) —0.001 —0.611%** —0.163 0.007 —0.023 0.041
(0.002) (0.214) (0.113) (0.006) (0.158) (0.085)
Percentage of elders (%) 0.002 0.354 0.296* —0.002 0.052 —0.034
(0.0016) (0.333) (0.152) (0.005) (0.13) (0.071)
Home business at 0.295%*%* 21.64% 5718 0.4717%%% 12.254%%% 4.682*
residence (1 =Yes) (0.0617) (11.3) (5.042) (0.18) (4.422) (2.411)
Region (1 = Suburban) —0.269%** —16.82%* —16.57%%* 0.207 2.086 0.772
(0.0633) (8.309) (4.338) (0.199) (4.928) (2.661)
Housing tenure
(reference = Rent)
Owned 0.544%%* 29.10%** 19.59%** —3.294%%* —53.055%*%* —26.891**
(0.073) (10.88) (6.178) (0.193) (5.089) (2.788)
Owned by relatives 0.643*** 37.26%** 28.52%%* —2.984%** —46.439%** —24,525%%%
(0.090) (12.99) (7.704) (0.233) (5.958) (3.26)

Characteristics of the main income earner
Occupation (reference = Unskilled labor)

Office worker 0.161 —1.883 12.57** —0.204 —-11.16 —2.361
(0.105) (13.82) (5.796) (0.287) (7.133) (3.861)
Workers in 0.122 —-2.8 5.875 0.387 1.499 2.383
transportation/tourism (0.089) (10.06) (4.375) (0.277) (6.81) (3.7)
Skilled labor 0.385%** 42.96%** 24,53%%* —0.029 3.423 —0.464
(0.099) (13.08) (8.413) (0.245) (5.997) (3.27)
Retired and unemployed 0.0773 —0.156 11.71 0.215 —2.144 0.364
(0.121) (13.65) (7.352) (0.366) (9.127) (4.937)
Self-employed 0.336%** 13.62 25.89%** 0.229 —-5.192 0.688
(0.104) (14.59) (7.246) (0.287) (7.078) (3.855)
Others 0.199** —5.025 18.83** 0316 —1.275 6.119
(0.092) (11.48) (7.292) (0.31) (7.642) (4.111)
Working experience with —0.0002 0.294 0.094 0.0002 —0.02 —0.088
current employer (year) (0.003) (0.551) (0.28) (0.01) (0.236) (0.128)
Intention to change job —0.0971 5.594 2.744 0.187 4.041 0.856
(1= Yes) (0.104) (15.48) (13.2) (0.256) (6.24) (3.399)
Age (year) 0.0117%** 1.063*** 0.420%* 0.025%** 0.583%** 0.397***
(0.003) (0.309) (0.204) (0.009) (0.213) (0.116)
Educational attainment of the main earner (Reference = Primary school or lower)
Secondary school 0.155%* 6.584 10.32% 0.306 —0.269 1.472
(0.08) (10.4) (5.437) (0.25) (6.142) (3.315)
Highschool 0.292%** 22.06* 21.08%** 0.261 —1.287 2,611
(0.08) (12.29) (7.088) (0.248) (6.098) (3.288)
College 0.307*** 11.27 11.10%* 0.211 —2.403 0.947
(0.094) (13.38) (5.603) (0.314) (7.733) (4.189)
University or higher 0.545%¥* 56.17%%* 6.223 0.856** 16.728** 5.139
(0.096) (15.65) (5.093) (0.284) (6.968) (3.787)
Marital status (1 = Married) —0.171%* —40.40%** —6.309 -0.327 —14.239%** —8.651%**
(0.0806) (13.74) (7.289) (0.217) (5.308) (2.899)
Gender (1 =Male) —0.006 5.891 —8.799* —0.131 0.776 —1.691
(0.0698) (10.67) (4.738) (0.185) (4.522) (2.47)
Constant 0.742* —325.3%*%* 252.9%** NA NA NA
(0.435) (100.2) (37.04)
R-square/Log-likelihood 0.49 0.25 0.22 —1204.34 —2107.34 —1921.87
N 656 656 656 656 656 656

Note: The number in brackets is standard error; *¥**, ** * statistically significant at the 1%, 5%, and 10% levels.

tend to allocate a larger portion of their long-term income to housing than their short-term income.
This could be because households, in the short term, prioritize spending on other items such as savings,
investments, or other essential expenses that are not reflected in their long-term income fluctuations.
Using the exponential formula ef — 1 to calculate the effects of dummy variables, our analysis reveals
that homeowners experience housing expenditures approximately 96% lower (732 — 1) than renters,
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while individuals living in relatives’ houses also face housing expenditures about 95% lower than renters.
On the other hand, both of these groups incur housing consumption that are 50-60% higher than rent-
ers. These findings indicate that in comparison to renters, non-renters bear a significantly lighter burden
of housing expenditure while enjoying a higher level of housing quality. Models 2 and 5 further illustrate
that non-renters spend approximately $50 less per month on housing expenditure per capita than rent-
ers. Simultaneously, they enjoy housing consumption that is $30-37 higher per month. Non-renters also
exhibit expenditure-to-income ratios that are 24-27 percentage points lower than renters while experi-
encing housing consumption values that are 20-29 percentage points higher in relation to their income.

Households with an additional member tend to experience a decrease in housing expenditure per
capita by $2.9 per month, but this does not alter the total housing expenditure or its proportion to
income. Moreover, an increase in household size reduces housing consumption per capita, yet leads to a
rise in total housing consumption. As a result, housing consumption value increases by 5.7 percent with
the addition of one more member. In summary, the number of household members does not signifi-
cantly impact the burden of housing expenditure. This finding challenges previous research that sug-
gested a negative relationship between household size and housing expenditure, as documented in
studies by Bui et al. (2015), Nguyen et al. (2017), Abdel-ghany, and Sharpe (1997), Cage (1994), and
Combs and Park (1994). Conversely, other studies, including Moon & Joung (1997) and Lino (1990),
found no significant effect of household size on housing expenditure.

The presence of children and elderly members in a household has no significant impact on housing
expenditure, its share of household income, or per capita housing expenditure. This suggests that the
burden of housing expenditure remains consistent regardless of household composition, indicating that
affordable housing policies should not be tailored to specific family structures. Nevertheless, an increase
of one percentage point in the number of children in the household leads to a per capita reduction in
housing consumption of $0.6 per month. Conversely, an additional percentage point of elderly members
raises the proportion of housing consumption in household income by 0.296 percentage points. These
findings indicate that household structure may result in different housing consumption values, but their
housing expenditure burdens are not significantly different.

Households with home-based businesses at their residence exhibit significantly higher housing
expenditure and consumption, with their per capita values and proportions in income also being not-
ably elevated. This can be attributed to the specific location and housing conditions required for home
businesses, which tend to be costlier. Notably, there is no discernible urban-rural disparity in housing
expenditure, its per capita value, and its proportion in income. However, there is a substantial diver-
gence in housing consumption values. Specifically, households in suburban areas of HCMC experience
housing consumption that are 23.6 percent lower (e7%26° — 1) than those in urban areas, with per capita
housing consumption being $16.82 lower per month, and the proportion of housing consumption in
income being 16.57 percentage points lower. This disparity can largely be attributed to imputed rent,
which is significantly lower in suburban areas where homeownership rates are higher, resulting in
reduced housing consumption. These results also indicate that while suburban areas may offer lower
housing quality, they share a similar financial burden in terms of housing expenditure, implying that
housing policies should not exclusively focus on metropolitan areas.

Some characteristics of the main income earner appear to be important factors in housing expend-
iture and consumption. There is no significant difference in housing expenditure and its burden in
income between occupation categories of the main income earner, implying that housing affordability
policies should not focus on any specific occulation categories. However, officer workers tend to have
higher proportion of housing consumption in income compared to unskilled labor. Skilled workers tend
to have higher housing consumption, housing consumption per capita, as well as housing consumption-
to-income. The situation is similar for households with main income earners are self-employed and those
belonging to “Others” occupation category, except that their housing consumption per capita is not sig-
nificantly different from unskilled workers. This implies that households with main income earners of
unskilled workers, office workers, workers in transportation and tourism, and those retired or
unemployed, are experiencing lower housing quality and could be a target of housing policy.

The educational attainment of the primary income earner does not appear to influence housing
expenditure, aligning with previous research findings in studies such as Sharpe et al. (1995), Moon &
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Joung (1997), and Nguyen et al. (2017). However, it significantly impacts housing consumption and
related indicators. Individuals with higher levels of education tend to exhibit notably higher housing
consumption, increased housing consumption per capita, and a greater proportion of housing consump-
tion in household income. This implies that higher education may lead to an overall rise in housing con-
sumption, but it does not necessarily equate to a higher burden of housing expenditure for individuals
with greater educational attainment.

The results of the regression analysis reveal that working experience and the intention to change
jobs have no significant impact on housing expenditure. However, households with older main income
earners tend to allocate more of their income to housing, resulting in higher per capita expenditure and
a larger proportion of income dedicated to housing. This outcome aligns with previous studies by Fan
et al. (2002), Fontes and Fan (2006), Cage (1994), and Spalkova and Spalek (2014). In contrast, other
research, including studies by Sharpe et al. (1995), Moon & Joung (1997), Bui et al. (2015), Lino (1990),
Sharpe and Abdel-Ghany (1999), and Tian et al. (2017), has reported no significant impact of age on
housing expenditure. Additionally, the regression results indicate that older main income earners also
tend to have higher housing consumption. Conversely, married income earners exhibit reduced spend-
ing on housing, along with lower housing consumption. Furthermore, female income earners do not sig-
nificantly differ from their male counterparts in housing expenditure and costs. These findings highlight
the significance of age and marital status as determinants of housing expenditure, while demonstrating
that there is no gender-based disparity in the financial burden of housing expenditure and housing
consumption.

6. Conclusion

This study is motivated by gaps in the existing literature, particularly the lack of research on housing
affordability in developing countries and the common oversight in commonly used housing affordability
measures, which often fail to account for housing quality. To address these issues, we conducted both a
distributional and regression analysis based on a random sample of 670 households in HCMC. The distri-
butional analysis involved an examination of housing consumption, reflecting housing quality and well-
being, as well as housing expenditure, capturing the financial burden of housing. The regression
analyses aimed to identify the factors influencing these housing affordability measures. For each of the
housing cost and expenditure variables, we explored three variations, including the natural logarithm of
the value, the per capita value, and its proportion in household income, resulting in a total of six separ-
ate regression models.

Our analysis reveals considerable disparities in housing expenditure and consumption among house-
holds in HCMC. While housing expenditure represents 12.78% of the average household income, this
burden disproportionately affects renters, for whom rent alone constitutes a significant 27.19% of their
household income. These figures highlight the substantial financial strain on renters in the city.
Furthermore, the highest income quintile allocates roughly three times more to housing expenditure
and consumption than the lowest quintile, exacerbating inequality. The disparity intensifies when assess-
ing the percentage of household income dedicated to housing, with the lowest quintile allocating
approximately 20% while the highest quintile spends only 8%. These findings emphasize that non-rent-
ing households shoulder a considerably lighter housing expenditure burden while enjoying higher hous-
ing quality. Non-renters also exhibit significantly lower expenditure-to-income ratios (24-27 percentage
points less than renters) while experiencing housing consumption values that are notably higher (by 20-
29 percentage points relative to their income). Consequently, implementing an affordable housing policy
tailored to low-income renters could serve as a promising avenue for reducing inequality in housing
expenditure and consumption.

The regression results indicate a notable relationship: both housing consumption and expenditure
increase in parallel with income growth, but expenditure displays a steeper growth rate. This implies
that with rising income, disparities in housing consumption and expenditure are amplified, potentially
hindering the goal of ensuring affordable housing for all. In contrast to the distributional analysis, which
reveals that individuals tend to make short-term income adjustments rather than adopting a long-term,
strategic approach to managing their housing expenses, a significant challenge emerges in the pursuit
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of affordable housing. To address this challenge and enhance housing affordability, it is imperative to
explore policies that incorporate flexible payment plans within affordable housing for rent initiatives.
Such policies would adapt to tenant income fluctuations, bolster housing security, and provide a founda-
tion for stable housing arrangements.

Using 10% level of significance, the regression findings reveal that the primary income earner’s occu-
pation category does not significantly impact housing expenditure or its proportional burden on income.
Moreover, higher educational attainment is associated with elevated housing consumption, but this
does not necessarily result in increased housing expenditure for those with advanced education. The
results also emphasize the significance of age and marital status in shaping housing expenditure, while
indicating a lack of gender-based disparities in both the financial burden of housing expenditure and
housing consumption. These findings suggest the importance of inclusive housing affordability policies,
gender-neutral approaches, and targeted support for groups with lower educational attainment.

Future research in the field of housing affordability should consider a more comprehensive assess-
ment of housing quality, incorporating factors such as housing conditions, amenities, and access to pub-
lic services, which extend beyond the scope of housing consumption and expenditure. Additionally,
addressing potential bias in self-reported imputed rent is essential, and exploring improved methods for
collecting imputed rent or alternative measures is warranted to enhance the accuracy of housing quality
assessment. Furthermore, the current study focuses exclusively on HCMC, which may not be representa-
tive of all regions in Vietnam. Therefore, future studies should consider a broader geographic scope,
examining various regions within Vietnam to account for potential regional disparities in housing afford-
ability and housing quality.
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