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SUMMARY

Minimum Housing Standard, Affordability and Rent Subsidy

Hye- Seung Kim

The Jonsei system has been one of prevalent rental contracts in
Korean housing market for the last twenty years. In Jonsei system,
tenants make a Jonse deposit to landlordsin advance, stay in the rented
unit for the contract period and get the deposit back with the termination
of the contract. Generdly, the Jonsei deposit amounts to more than half
of housing price. In 2000, 43% of the tota households were renters and
two-thirds of them were Jonsei tenants. Recently landlords tend to
switch their Jonsei housing to Wolsei (monthly rent with initial deposit)
housing in order to avoid lowered interest income due to lower interest
rates, resulting in a dramatic increase of Wolsel tenant households. In
addition, Jonsel price indices have been showing a continuous increase.
These sdituations cause housing affordability problem of renter
households and call for an effective rent subsidy system as an important
policy measure.

According to National Basic Livelihood Security Act enacted in 1999,
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housng subsidies have been provided for adequate recipients
independently with livelihood aid. This act was an initial step to
introduce rent subsdy program in Korea. However, there have been
no sufficient discussions and studies on rent subsidy programsin Korea.

The purpose of this study is to discuss the theoretical framework
to specify rent subsidies under the concept of affordability in connection
with households housing costs and to try to compute the size of rent
subsidy required for each household using the Survey on the Rental
Housing Market in 2001. Especialy, this study focused on finding the
methodology for the computation of rent subsidies on the bass of
minimum housing standard and housing affordability of each household.
This sudy argued that rent subsidies should be targeted to tenant
households whose real incomes do not meet the level of consumption
expenditures required for the socialy-desirable minimum standards of
both housing and non-housing consumption. The minimum level of
housing expenditures was calculated by substituting the market rent of
housng to meet the minimum housing standard based on the
characteristics of each household and region. Then the minimum leve
of consumption expenditures was computed as the sum of the minimum
levels of both housing and non-housing consumption expenditures.
Therefore, the size of rent subsidy of each household becomes the gap
between their minimum level of consumption expenditures and their real
income. Based on these methods, we can aso estimatethe ratio of tenants
who need rent subsidies out of total households.

This study contributes to present logicd methodology for rent
subsdy system, to compute the size of rent subsidies and to estimate
the number of adequate recipients. Also this study can be very useful
to policy-making decisons for housing welfare of low-income
households.
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