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Introduction

Two years ago, the Saudi economy has witnessed a noticeable increase in the overall level of prices whose features appeared clear in the sharp increase of food bill and housing rents, which exceeds the increases of the other groups that form the Cost of Living Index.
Despite stability of the Kingdom's economic situation, inflation rates recorded a noticeable hike of about 9.6% in March 2008* compared to an annual average rate of 6.5% in December 2007. Inflation, by definition, is a general rise in price levels. It is a phenomenon that copes with economic growth. This inflation was alarmingly reflected on the prices of major food commodities and on rents as well as on the cost of residential buildings in particular. That is why this paper addresses the problem of residential rentals and the unexpected increase in rents over the past two years.


* Saudi Arabian Monetary Agency, "Economic Developments during 1st Quarter of 2008".
1- Issue of the Study:

The issue of the study is associated with the continuous and rapid increase of house rental rates at the kingdom in general and in major cities such as Riyadh, Dammam, Jeddah and Mecca in particular, which increase has taken place dramatically over the last two years. This paper raises a number of questions over the increase of house rentals that can be a gateway to investigate the reasons. The questions raised include the following:
· Why have the house rentals increased dramatically over the last two years in a higher rate than the standard level of prices of other products and services?
· Is this price increase a real one and caused by international and national aggravations or is it unreal that happened only as a result of land speculations after speculators had returned from the stock market to the real - estate market? 

· Is the house funding policy, the lack of land put up for building and the increase in building material prices representing the most important obstacles to large segment of Saudis for not being able to own their own houses, and hence they sought rent a house, which forced rental rates to rise up as seen nowadays?

· What are the reasons for high demand? Is it a shortage of land and prefabricated houses? And, what did the achievement of plans do about this shortage?
This study will seek to answer these questions as much as possible according to the information available from competent authorities and by way of office studies and concerted effort by government and private sector in this regard.
2- Objectives of the Study:

The study aims to analyze the Kingdom's housing issue and its effect on the increase of house rental rates at the kingdom in general and in Riyadh city in particular. The paper also aims to draw the justifications and the causes that led to this situation. The paper will also attempt to suggest some solutions that restrain the problem and address some of the shortcomings that accompanied the housing planning through the various development plans of the government. 

The paper also aims to analyze the real estate finance policies and their responsibility for the increase in rental rates as a result of the citizen's inability to obtain enough finance to build his own house. Thus, the shortage in supply against demand created an imbalance that led to increased rentals especially for low-income segments of the society that represent the vast majority of the citizens.

3- Approach and Methodology of the study:

The study follows an office descriptive and analytical method through monitoring the literature of the field of study, the available information from the competent authorities and from case studies prepared previously.

4- Inflation and Its Various Definitions:

Before talking about the details of the problem and solution suggestions, it seems important to clarify some meanings and definitions; so that the unspecialized reader can understand and absorb the meaning of these words and terms wherever mentioned or referred to.
4-1. Inflation

Inflation can be simply defined as a continuous increase in the general level of prices, or in another way, it is the decrease of purchasing power of cash value.

4-2. Imported Inflation:

It is the inflation that occurs as a result of high rates of imported goods and services because of the rise in global prices, which would be reflected in higher rates of domestic products and goods concomitantly.

4-3. Suppressed Inflation

It is the inflation that can be controlled by government regulations such as the prescribed pricing of commodities, the use of ration cards and other forms of government interference. This policy may lead to temporary stability of prices, but it cannot prevent prices from being increased or the emergence of Black Market as a result of disappearing of goods, which leads to deformation of the market system.

4-4. Creeping Inflation

It is the inflation that results from a slow and continuous increase of price levels as long as there is a surplus in the aggregate demand. It does not stop until the balance between aggregate supply and aggregate demand is achieved.

4-5. Low & High Inflation

It is the inflation that is referred to as one digit inflation, less than 10%, while the inflation is considered to be high if it exceeds 10% annually. 
4-6. Hyperinflation 

It is the inflation whose monthly rates exceed 50%, and the annual rates reach about 600%. This inflation results from the increase in the amount of money and the decrease in the supply of goods.
5- Cost of Living Index
This index measures the changes in prices
 of a fixed series of goods and services. The vast majority of people choose these goods as being the most consumable goods. The index is published monthly, quarterly and annually by the Central Department of Statistics and Information.
To be aware of the general trends of prices, the Cost of Living Index should be reviewed according to statistics of the Central Department of Statistics & Information for 2006 and 2007 and the first quarter of 2008.
Table 1

Cost of Living Index for 2006, 2007 and the First Quarter of 2008

	Total Goods and Services
	2006
	2007
	1ST
Q 2007
	1ST
Q 2008
	Change %
1st Q 2008 & 4th Q 2007
	Annual average for 2007

	General index
	101.8
	106.0
	104.1
	112.9
	8.5
	4.2

	Foods and beverages
	112.2
	120.1
	118.6
	132.5
	11.7
	7.0

	Textiles, clothing and footwear
	87.7
	85.6
	86.4
	85.3
	1.3
	2.4

	Renovation, rent, fuel and water
	101.0
	109.2
	104.1
	119.6
	14.9
	8.1

	Home furniture
	95.15
	96.4
	95.9
	99.6
	3.9
	1.3

	Medical care
	102.7
	107.0
	103.8
	111.6
	7.5
	4.2

	Transport and Communications
	88.9
	88.1
	87.8
	87.8
	0.0
	0.9

	Education and entertainment
	98.7
	98.9
	98.7
	100.4
	1.7
	0.2

	Other goods and services
	114.6
	120.7
	116.8
	131.4
	12.5
	5.3


Source: Saudi Arabian Monetary Agency, Inflation Report of the 1st Quarter 2008.
Table 1 refers to the most consumable goods and services at the kingdom, as the index monitors 406 goods and services in 16 cities. The table indicates that the overall annual level for 2007 has increased by about 4.2%, compared to that of 2006, due to the increase in renovation, rent, fuel and water group to 8.1%, the highest percentage in the chosen groups. Food and beverage group ranked second with a rate of 7%. The cost of renovation and rent index reached 120 in the first quarter of 2008 compared to 104 for the same period of 2007.
In the following parts, we will review the current and future situation of the supply and demand for houses in the Kingdom.
6- Supply of and Demand for Housing in the Kingdom
The cost of house rentals, like any commodity or service, is usually determined by the law of supply and demand; the rent increases and decreases accordingly. The Eighth Development Plan (2005 - 2009)* showed that the cost of house rentals has increased by 30% in the Seventh Development Plan compared to 26% in the Sixth Development Plan according to the average family income in the Kingdom.
Accordingly, house ownership rate has decreased during the same period from 65% to 55% due to citizens' inability to own their own houses either due to limited funding opportunities, or due to low income and diminished savings.
The plan estimated that the cumulative demand for houses by the end of the seventh plan was about 270 thousand houses, though there were vacant and non-leased houses ranging between 12% - 15% during the same period. This suggests that the average price of available houses is beyond the purchasing power of large segments of community.
Table 2 shows the demand for houses in the Eighth Development Plan and the unfulfilled cumulative demand carried forward from the Seventh Development Plan.
Table 2
Demand for Houses in the Eighth Development Plan

And Cumulative Demand from the Seventh Plan
	Regions
	Demand in the 8th Development Plan 2005-2009
	Unfulfilled Cumulative Demand
	Overall Demand
	Percent
%

	
	000'
	Percent
	000'
	Percent
	000'
	

	Riyadh
	180
	24.7
	40
	14.8
	220
	22

	Mecca
	195
	26.7
	44
	16.3
	239
	23.9

	Medina
	39
	5.3
	20
	7.4
	59
	5.9

	Al Qassim
	25
	3.4
	12
	4.4
	37
	3.7

	Eastern Province
	138
	18.9
	27
	10.0
	165
	16.5

	Asir
	35
	4.8
	32
	11.9
	67
	6.7

	Tabuk
	17.5
	2.4
	12
	4.4
	29.5
	2.95

	Ha'il
	18
	2.5
	19
	7.0
	37
	3.7

	Northern Borders
	8.5
	1.2
	8
	3.0
	16.5
	1.65

	Jizan
	35
	4.8
	30
	11.1
	65
	6.5

	Najran
	9
	1.2
	8
	3
	17
	1.7

	Al Baha
	16
	2.2
	8
	3
	24
	2.4

	Al Jauf
	14
	1.9
	10
	3.7
	24
	2.4

	Total
	730
	100
	270
	100
	1000
	100


Source: Eighth Development plan (2005-2009).
Table 2 points out that the demand for houses as estimated by the plan is well over one million houses with an average of 200,000 houses per year. 
*Source: Ministry of Finance, Eighth Development Plan, 2005 – 2009. 

Since the plan will be completed in 2009, it is premature to talk about what has been already accomplished against what has been planned, but the evidence shows that the real estate sector is heading upward to further growth for several reasons, including:
 1. The increasing growth of the Saudi population (about 67% of the population is under thirty years old)1.
 2. The emergence of economic cities will contribute to the prosperity and development of investment movement.
 3. The increase of financial surpluses in the Kingdom due to the increase in oil prices.
 4. The return of investors to the real estate market after the stock market had collapsed.
 5. The large shortage in the number of houses; it is estimated that about 38% of the population do not own their own houses, and therefore there is a need currently for an estimated one million houses, while more than 4.2 million houses will be needed until 2024(2).
 6. Progress and promotion of regulations and legislations of real estate, mortgage law, and the code of building and others.
 7. The entry of many foreign and Gulf companies into the Saudi market to establish branches. Gulf companies are allowed to invest and own properties in the real estate market.
7. Housing and Houses in Riyadh

Riyadh, the capital, represents the center of gravity in terms of population as it is inhabited by about 24.1% of total population according to the demographic survey in 2007. Moreover, it is expected to host more internally migrated people due to its economic, geographic and political position and because of the development and availability of services as compared to other Saudi cities.
7.1 Demographic Features of Riyadh City
The High Commission for the Development of Arriyadh has conducted a comprehensive study to the housing problem in the kingdom, emphasizing the housing future in Riyadh in the light of available data on residents and residences and the expected demand therefor. The study also pointed out that the normal population growth is about 3.1%, and that the population is now estimated at more than 4 million people. Given the current growth rate, the population in Riyadh would reach about 7 million people by 1445H.
The rapid growth of Riyadh's population is attributable to the fact that about 58% of Saudi population is under 25 years of age, which means that youths are the dominant segment of the population, and hence these youths would naturally seek to make a family, which increases the need for more residences.

7-2. Reality and Features of Riyadh Residences
The increased growth of Riyadh population resulted in a steady increase in the number of residential buildings that reached 803313 (368504 flats, 154268 villa floors and 280541 Villas), in addition to classical houses, while the number of residential buildings was hosting about 146 thousand housing units in 1417H.
7-3. Allocations for Spending on Housing in Riyadh
Estimates vary across the rate of spending on housing as a proportion of the individual income depending on the segment he belongs to according to his annual income. Data of the Cost of Living Index showed that the amount of money usually allocated by a family for rent in Riyadh city according to the type of residence (villa, flat, traditional house ... etc.) ranges between 14% and 18% of the family total income. Saudi families living in leased residences are about 45% of the total number of families in Riyadh.
A study showed that spending on housing is inversely proportional to a family's annual income; i.e., the lower the family income is the higher the rate of spending on housing will be. It became clear that a family with an annual income of less than 36 thousand riyals (SR 3 thousands a month) spends about 45% of its annual income on house rental.
This family is considered to be a weak segment as this spending rate is one and half times higher than the global rates that do not exceed 30% of total income
(1) High Commission for the Development of Arriyadh, "A Seminar on the reality and future of housing in Riyadh," May 20, 2007.
(2) Central Department of Statistics & Information, Demographic and Residential Features in the Kingdom of Saudi Arabia (2007).
(3) Central Department of Statistics & Information, Demographic and Residential Features in the Kingdom of Saudi Arabia (2007).
7-4 Availability of Residential Land in Riyadh
According to specialists and observers at the real estate market, the increase of rental housing rates goes for the non-availability of land put up for housing and the increase in prices of the land that exceeds the purchasing power of many people. 
However, the area of Riyadh city is about 528 thousand hectares (hectare = 10,000 square meters), according to the survey of land use for 1429H including the first and second urban zones and the borders of development protection. The survey showed that about 45% of the total area is vacant planned land that can be developed while the area of housing land is only 3.4% (18 thousand hectares) of the total area of ​​Riyadh city.
The survey revealed that there is abundance of developable planned land, but the lack of government funding capabilities and the inability of Real Estate Development Fund to respond to requests for loans on one hand and the insufficient private funding on the other hand have led different segments of citizens to be unable to own their own houses, especially those of middle and low income. Therefore, they go for renting, which leads to the increase of rates.
7.5 Development of Housing in Riyadh

The report on present and future housing in Riyadh city showed that the number of residential buildings in Riyadh has increased from 146,000 in 1997 to 802,000 in 2007 as the concept of the Saudi citizen of living in separate villas has changed to living in condo buildings. The study showed that condo buildings, for example, accounted for about 46% of the total residences in 1425H, villas accounted for about 26.5%, while those buildings consisting of two residential units accounted for about 27.5%. This means that the percentage of buildings with one entrance was about 54% of total buildings. Villas are considered a common residential pattern in Riyadh, as they accounted for 57% of the total residential units, followed by flats with 38% of total units.
This evolution in the concept of housing to multi-storey buildings became desirable with the population growth and the inability of vast majority of people to construct a separate house because of many reasons; the foremost is the lack of suitable building land, high prices of available plots, lack of purchasing power and absence of funding policies, which reasons we will review in the following section.
8. Kingdom’s Policy of Home Finance
8.1 Real Estate Development Fund
The Fund was established in 1395H to provide loans to citizens to help them build their own houses. The Fund extended around SR 30 billion in loans by the end of FY 1425/26H. This resulted in the construction of nearly 992 thousand housing units. Table 3 below shows the details of the number and value of loans and the housing units until 1425/26H.
Table 3

Development of Home Loans Granted by Real Estate Development Fund through 1425/26H
	Year
	No. of Loans
	No. of Housing Units
	Loan's Amount (SR Million)

	Before 1410H
	365959
	439141
	95466

	1410/11H
	8121
	9754
	2224

	1411/12H
	4578
	5494
	1252

	1412/13H
	5035
	6042
	1392

	1413/14H
	21996
	26395
	5961

	1414/15H
	10691
	12829
	2865

	1415/16H
	2294
	2753
	628

	1416/17H
	6685
	8022
	1811

	1417/18H
	6155
	7386
	1707

	1418/19H
	5616
	6739
	1565

	1419/20H
	6710
	8052
	1863

	1420/21H
	7237
	8684
	2018

	1421/22H
	6890
	6268
	1927

	1422/23H
	9016
	10820
	2530

	1423/24H
	6705
	8046
	1875

	1424/25H
	5866
	7039
	1645

	1425/26H
	14078
	16921
	3972

	Total
	493632
	592385
	130701



Source: Real Estate Development Fund, Annual Report for the two fiscal years 1424/25H and 
    1425/26H.
High Commission for the Development of Arriyadh, "A Seminar on the Present and Future of Housing in Riyadh," May 20, 2007.

Despite the effort of the Fund in advancing real estate financing, yet the truth is that the problem is big and the Fund cannot face it alone in spite of the additional funding of SR 9 billion to replenish the capital of the Fund.
Reports indicate that the Fund's loans have not funded but only 8% of the houses that were built, and that 86% of purchased homes were paid for in cash, also that the remaining 6% was funded by loans from the commercial banks and different finance companies. 
Riyadh city has received about 30% of the Fund's resources, followed by the Eastern Region with 25%, and Mecca with around 22%. The remaining 23% of loans was extended to the rest of the Kingdom's regions. Perhaps this justifies the large number of population in these three areas in particular.
The frequent requests for the Fund's loans and the inability of the Fund to keep up with the demand have resulted in the expansion of the gap between supply and demand. By the end of 1425/26H, the number of applications submitted to the Fund for loans were about 451 thousands, with a total value of SR 123 billion. This might have delayed the response to the requests for several years. The main reasons for this delay is the difficulty of collecting debts owed to the Fund from individuals as the proportion of delay in paying debts has exceeded 30% in 2004, and the annual applications submitted to the Fund were about 30,000 a year.

8.2 Non-Governmental Funding
The State reached a conclusion that all current indicators show that the government effort to meet the increasing demand for housing and bridge the wide gap between supply and demand for housing is insufficient, which led housing rentals to soar and the vast majority of citizens unable to get economic comfortable residence. The Minister of Finance suggested that it is essential to conduct comprehensive studies that have been initiated by the Ministry of Finance to develop an institutional real estate funding system that responds to the needs of the market, encourages private investment and provides effective protection to the interests and rights of all parties; investors, developers, owners and tenants.
There were initiatives by some government agencies and funding companies to search for funding sources other than government funding through the Real Estate Development Fund that proved, despite its appreciated effort, unable to meet the increasing demand for housing with its insufficient loan amount for building a house, which in best cases does not cover more than 40% of the cost of constructing a house. In this context, the Public Pension Agency has launched a program for funding a purchase of houses and scheduled repayment of installments within a suitable period up to 25 years. It is expected that the program will be completed after negotiations with the commercial banks on how to manage the program had been conducted.
Most observers and those interested in the real estate sector would say that the absence of home funding mechanisms and unavailable controlling law is considered to be one of the important obstacles hampering the emergence of giant real estate companies. As housing market forces (developers, financiers, property management, valuation firms, construction companies and engineering and consulting firms) suffer from weakness in their abilities, which led to their weak contribution to solving the problematic housing buildings and providing proper mechanisms to assist house seekers in the kingdom.
8.3 Commercial Banks
Commercial banks retain lots of cash money, but the transferring and lending policies of these banks have turned to consumption loans rather than productive ones. As a result of this policy, the value of loans extended amounted to about SR 197 billion by the end of 2007. While the value of non-performing loans reached SR 7 billion, which is equivalent to 3.6% compared to SR 9 billion in 2006, representing about 2.7% of the value of loans granted in that year (SR 188 billion). Consumption loans (loans to buy cars and luxury items and to speculate in the stock market) represented about 90% of the total personal loans. Youths, ranging between 20 and 40 years old, represent the main category that acquired these loans, since they are still working in the government and private sectors. The regions that obtained these loans were Riyadh, Mecca and the Eastern region. These regions, also, are the most densely populated areas as they have more than half of the Kingdom's population.
Many economists and experts in finance field see that the negative side of commercial banks in real estate funding is due to the lack of motivational policies to attract investments and turn them from consumption to real estate and housing loans. Furthermore, it is also due to delay in activation of laws, rules and regulations in this field and to the absence of sufficient guarantees. This discouraged the commercial banks from getting involved heavily in that field and perhaps the experience of Real Estate Development Fund in this field has been the best proof of that.
To encourage the commercial banks, real estate finance companies and foreign investment companies to participate in pumping money into urban and housing development in particular, the policies of urban planning, land distribution to individuals and the policies of partial funding of land or buildings should be reconsidered. Further, the concept of common or shared housing rather than solo housing should be encouraged, the policy of non-independent vacant land should be terminated, and establishing major financing and real estate companies that would undertake turnkey houses and offer them on concessional terms according to the ability of different segments should be encouraged.
9 - Factors Affecting Increases in Home Rentals
There are many factors that are responsible, individually or collectively, for sour housing rents in the Kingdom in general and in Riyadh city in particular. The increase in housing rents is considered to be a result rather than a cause. To address the causes, we should go back to the roots of the problem and search for solutions, and that will have an effect on the result, namely the increase in housing rents.
Some look differently to the causes of the increase in housing rents depending on the party responsible for that. Accordingly, there are the government policies that govern the preparation and distribution of land, and there are the government and private funding, which plays a significant role in the current situation including the increase in the rates of housing rents unjustifiably - as many people believe- in the context of monetary, financial and economic development of the Kingdom.
In general, most of the people who are interested in the field of housing and population agree on the factors affecting the increase of rents and ascribe it to the following reasons:
1. The increasing growth of population that ranges between 2.8% and 3.2% annually.
2. The internal migration to the major cities, especially to the capital city of Riyadh due to the unbalanced development policies region wise, which led to this migrated people who come in search of work, education or to obtain the essential services including electricity, water, health and education.
3. The increase in the rates of land due to the scarcity of developed land within the range of urban cities.
4. The increase in the cost of construction materials (iron and cement), although they are locally produced in commercial quantities.
5. The difficulty of obtaining finance from the Real Estate Development Fund as a result of the increasing demand for funding and the inability of the Fund to provide all the credit required by the citizens.
6. The small size of a loan as it does not cover more than 30% to 40% of the total cost of building a house, as well as it takes too long to obtain a loan.
7. It is difficult to obtain a loan from a commercial bank to finance building a house due to a high interest rate.
8. The decreasing purchasing power of a large segment of the society and the inability of such population segments to buy those parcels of land offered for sale.
9. The inexistence of large construction companies that have abundant financial abilities and that are specialized in building houses and large housing complexes.
10. The increasing speculation on land and real estate as the latter is considered to be a safe haven for investment after the bad experience passed through with stock rates and the risk thereof, which led those speculators to shift to ​​real estate sector, and the buying and renting rates to sour. 
11. The absence of laws and regulations that govern the relationship between the owner and the tenant caused legal disputes in court. This led the owners to impose their terms on tenants as the latter are not forced legally to pay the rent on time, which led the owners to refrain from renting their property and caused rents to sour and tenants not to be able to meet the financial obligations of the new situation. This, as a result, led to a vicious circle between the owner and the tenant.
10. Experiences of Some Countries in Housing Field
Countries differ from one another in the field of housing issues and policies depending on the nature of their economies, but most of them agree that the State alone cannot solve the housing problem. Therefore, the State encourages the private sector to play the major role in this regard.
For the private sector to succeed in the role assigned thereto, it is necessary to harmonize the three key elements of legislation, funding and development through specialized companies in the field of housing.
In addition, the State can establish specialized government institutions in the field of social housing for low-income to assist those who are unable to take advantage of what is provided by the private sector in housing programs through providing facilities, guarantees, direct and indirect aids.
10.1 Housing Policies in the United States*
The United States has established a system that consists of four giant entities or companies to solve the housing issue. Each one of these companies has a specific and a complementary role with other entities, including:

* Total financial gain
1. Federal National Mortgage Association (Fannie Mae)
It is a public shareholding company whose stocks are traded in the stock exchange since 1938. It is the largest non-banking financial services institution for housing in the world since it has provided about US$ 8 trillion in funding in 30 years and more than 30 million families benefited from its services.
2. Federal Housing Administration:
The task of the Federal Housing Administration is to provide insurance to funded loans extended to recipients by financiers from the private sector, and to set construction code, but it does not involve in funding or in providing loans or home construction.
3. Freddie Mac Foundation:
It is a major institution that works according to legislations of the US Congress. Its main objective is to pump money into the market for home financiers, support loans with governmental guarantees and provide better funding methods.
4. Research and Development Foundation
It is the leading entity among these four institutions, and it sets policies and guiding programs for citizens concerning getting a suitable house that goes with their budget. It provides grants to research and development for construction models and code of building materials, monitor inventory and make forecasts about crises. The Research and Development Foundation has its own funds to finance its activities.
It is noticed through this experience that the state does not interfere in the process of actual construction of 
houses but leave this business to the private sector through the associations and coalitions of realtors and developers. The State educates and trains those in need of houses to build their own houses by themselves so they will gain the skills of the profession upon which they can establish their own business in construction industry.
10.2 Canada’s Experience in Dealing with Housing Crisis
Canada’s experience represents a typical example in solving housing crises as it realized since 1940s that the comfortable house is an integral part of the essential services provided by the State to Canadian citizens such as health, education and employment. So, Canada Mortgage and Housing Corporation has been established for this purpose in 1946 as a royal corporation that was able in a commercial and investment way to help, encourage, prepare and enable citizens to get economic and comfortable homes. The corporation has succeeded in achieving its objectives as it could help one third of the population in Canada to get a home since the beginning of its activity. It is one of the strongest Canadian corporations in terms of financial position and power of cash money. It currently holds assets of (CAN$ 22 billion) and CAN$ 224 billion of Insurance loans and valid mortgages, with more than 1,700 employees all over Canada. The system of this corporation indicates that its basic objective is represented in:
· Constructing, renovating and modernizing houses.
· Facilitating housing and making it available for various segments of the society, as well as providing alternatives and options for them.
· Facilitating real estate funding with lower interest rates than the market rate.
· Improving the overall environment of living in houses.
· Encouraging the private sector to invest in housing, especially for low-income earners and middle-class segment. 
This corporation succeeded in enabling about 80% of the Canadians to have their own houses through the available mechanisms of the private sector in housing. The success of the Canadian experience can be also noticed in the integration and harmony of the basic mechanisms such as legislation, funding, development and construction, which gave the opportunity for the low-income people to get a suitable house through concessional installments for as long as 30 years. The amount of each installment is about a monthly rent for the same housing unit. This policy has led people to flow to the banks and finance companies, construction and development companies to get a house in a package that includes land, construction and related services.
10.3 Liberal Europe’s Experience
The European experience is represented in the European Housing Research Network (EHRN), which is based on the idea that no indirect or hidden support is granted for the purchase of land to any of the social segments. But, on the contrary, with the free market system followed by the European Union, this network provides about 39 support items that are not directed to individuals but to activate supply and demand mechanism through incentives, taxes, regulations and laws. These countries do not tend to support low-income segments neither do they allow providing cash support but in limited cases, as the focus of its support is turned to activate the role of the real estate developers and groups of consumers such as cooperative associations and local councils, through guarantees, loans, tax exemptions and funding for all categories of the society in case of economic solvency of the individual and his ability to pay the required amounts.
Table 4 below shows the axes of government support for the housing sector in EU countries being divided into three groups of supply and demand, in addition to regulations and laws that help to implement them.
Table 4
Axes of Government Support
for Housing Sector in a Number of European Countries
	Demand
	Taxes
	Support
	Legislations and Regulations

	Demand
	Group (1)
1. Reduction of mortgage interest rate.
2. Reduction of housing ownership tax.
3. Provide a privilege tax for housing saving funds.
4. Tax reduction for rental residents.
5. A privilege tax for low-income.
6. Tax exemption for the first mutual sale of the real estate.
7. Tax facilities for accommodating low-income employees.
8. Tax exemption for those who buy ac house for the first time.
	Group (2)
1. Priority in housing eligibility.
2. Supporting the housing Saving funds.
3. Supporting mortgage for low-income people.
4. Grants  and aids to those who buy a house for the first time.
5. Grants and aids to low-income buyers.
6. Priority of eligibility  and reduction for buyers of public housing.
7. Grants and support for the improvement of low- income house owners
	Group (3)
1. the state tends to provide houses for low-income segment of the society.


	Supply
	Group (4)
A. Income tax
1. Income tax exemption for public housing.
2. Tax facilities on the construction of houses, for rent or sale, for people of low-income.
 3. A privilege tax for rented houses.
4. Interest rate discount for land owners' loans.
 5. Tax reduction of real estate capital for land owners. 
6. Tax facilities for mortgage extended to low-income people.
7. A privilege tax for the employees housing and people of low-income
8. A privilege tax for house construction firms. 
B. Real Estate Taxes
9. Tax fees on vacant parcels of land to encourage the construction of houses.
10. Tax fees on the vacant real estate to encourage using it.
11. Tax reduction for renovated or renewed properties.
C. Value added Taxes
12. Tax reduction on changing the ownership or new construction
13. Tax reduction to real estate owners.
	Group (5)
1. Support construction or renovating low-income houses.
 2. Direct support, as loans, to producers of low-cost housing.
3. Make available of land to producers of low-cost housing at fewer rate. 
4. Provide grants for rehabilitating vacant and dilapidated real estate.
5. Provide government guarantees to loans for housing associations.
6. Provide government guarantees for mortgage or rent to low-income people.
	Group (6)
1. A commitment by real estate producers to allocate a specific percentage from a housing project for low-income people.
2. Determine rents.
3. Commitment by employers to provide houses to their employees.
4. Eliminate selling rented houses.



Source: Dr. Salahuddin Mahmoud Osman "Towards a Methodology to Direct Governmental Support of the Housing Sector in Sudan" Khartoum University - Department of Architecture 2000.
10.4 Conclusions of U.S. and Europe’s Experiences

By going through these experiences, we can summarize the lessons learned therefrom as follows:
The direct support to individuals by government through the distribution of land for free or by cheap price without the land owners being able to build the land due to lack of or insufficient funding would necessarily lead to force these individuals to liquidate this implicit support and sell the land to able people who may monopolize the land and speculate on it, which would lead to price increases in unjustifiable manner. Accordingly, the land will be left purposely for a period of time in anticipation of higher prices with the increase of population and demand, so this land becomes out of the reach of the vast majority of individuals, which would thus exacerbate the crisis and turn it into a social and economic one.
The distribution of land without being aware of the solvency or the financial ability of buying individuals and without sufficient funding for the construction of the land would make this policy a part of the problem and not a part of the solution.
To direct support and tax-free incentives to developers, financiers and building companies, with fostering such policies with regulations and strict rules away from bureaucracy, and surrounded by transparency and equality would lead to encourage these companies to invest in housing construction, which would achieve the goal of solving this housing problem.
11 - Conclusions and Recommendations

11.1 Conclusions

Through the text reviewed in this paper, the most important results concluded were as follows:
1. 
The issue of high rates of rent is mainly due to the lack of supply as opposed to demand for housing, and therefore rates increase as a result.
2. 
The major reasons for high rates of rent are due to lack of construction land, scarcity of home funding and high prices of land.
3. 
The high rates of rent have resulted in the decrease of purchasing power for a large segment of low-income people due to the lack of financial resources.
4. 
The cost of building materials and the other related materials increased as a result of the global inflation.
5. 
The absence of a comprehensive view of housing and the reliance of this sector on individual initiatives, which does not create a balance in supply and demand, leading to aggravation of the housing problem.
6. 
The lack of funding mechanisms for housing and the reliance of individuals on the Real Estate Development Fund. The huge increase in demand for the Fund's credit greatly disrupted the process of funding as the Fund couldn't respond to many requests submitted thereto for funding.
7. 
Limited contributions of the commercial banks to the funding of home construction as banks prefer consumer loans to real estate loans because of the risk of non-repayment, the long period of loan and the absence of enough safeguards to pay the loans.
8. 
The outdated laws and regulations on buildings, and the delay in the adoption of urbanized zone and in granting approvals for the development of urban plans as well as the complexity of the procedures of construction permits.
9. 
The policies followed in the distribution of land for the various segments of the society without the land owners being able to build a healthy comfortable house even with a loan from the Real Estate Development Fund have led the owners to leave the land unconstructed in anticipation of increase in prices or sell it to those people who can afford it where they could use the amount to meet the cost of living such as the rent and the other family obligations.
10. 
The policy of land distribution for independent houses in the long run has led to the expansion of Riyadh horizontally as a result of urban planning, which created long distances between the regions and districts with few residents, while the vertical expansion must be applied to solve the problem of housing and the land may be used in economic manner.
11.   The small number of real estate finance and construction companies that are specialized in the building of housing complexes.
12.
Deteriorating and falling houses in strategic central areas of the city without rehabilitating or removing them and compensating their owners, which resulted in the increase of demand for housing, and the exacerbation of the problem.
11.2 Recommendations
In the light of the above and based on the conclusions of the paper as well as the international experience in the issue of housing, the paper suggests some recommendations that we hope they can contribute to solving the housing crisis. These recommendations are as follows:
1 - In the Field of Real Estate Funding:
1.1. 
Enhance the role of the Real Estate Development Fund and expand its services to meet the needs of low-income people for houses.
1.2 
Encourage the commercial banks to appropriate part of their funds to finance the construction of houses with specific guarantees of payment from the beneficiaries.
1.3 
Provide the necessary incentives to encourage the private sector to establish real estate funding companies and invest in housing construction.
2 - In the Field of Land Distribution:
2.1 
Reconsider the current policies of land distribution and ensure the solvency of individuals in the construction of housing.
2.2 
Encourage owners of vacant land that is provided with infrastructure and services to construct their land in a short period of time and follow up this issue.
3 - In the Field of Administrative Procedures for the Secretariats and Municipalities
3.1 
It is suggested that city secretariats or municipalities establish units and sections relating to housing plans and unused land to complete the transactions and services in a short period of time away from complexity and office bureaucracy, which would encourage land owners to develop charts and thus increase land supply.
3.2 
Involve the private sector and engineering and consulting offices with city secretariats and municipalities to speed up the completion of transactions in a record time with an incentive fee to encourage landowners offer their land charts to the public for sale. That is called “shortening the administrative shadow”.
3.3
Benefit from the European experience in providing ​​support and incentives to enhance the increase of land supply as well as the demand. Activation of systems and regulations is also necessary in this regard.
4- In the Field of Laws, Rules and Regulations
4.1 
Speed up the application of the real estate mortgage law and issue the bylaws that would, in the execution, provide for all guarantees necessary to all concerned parties in order to avoid mortgage problems that led to the financial crisis in the United States.
4.2 
Consider establishing special housing tribunals in order to take fast decisions concerning disputes that may arise as a result of buying, selling and other transactions concerning housing sector.
4.3
Issue new regulations to reduce conflicts between landlords and tenants concerning the increase of annual rate of rent.
5 - In the Field of In-City Urban Planning
5.1 
Review the construction system to allow constructing multi-storey buildings in various regions without confining this to particular streets.
5.2 
Develop the land by the government and grant it to eligible people as land development costs huge amounts of money that the developer does not have. However, in case he could develop the construction land, the purchase price will be doubled, which will make it hard for many people to buy it.
5.3 
Reconsider the regulations of municipalities on divisioning the land, reducing the areas of land to increase the beneficiaries, reducing the cost of building and promoting the building of adjacent houses to save areas.
6 - In the Field of Research, Guidance and Awareness
6.1 
Intensify research and studies in the field of economic housing that fits the environment with the development of local standards for construction, quality control, and encourage the vertical expansion instead of horizontal one.
6.2 
Encourage philanthropic and voluntary organizations to build houses for the poor class and fight poverty, as it is one of the policies that the government cares about.
6.3 
Acquaint with and guide landowners of the importance of fighting monopoly and land speculation, as well as establish the concept of not considering land as commercial commodity, but rather as an asset that we must know how to use it.
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