Allocating Social Rented Housing in Hong Kong:

We sidestep these problems by exploiting a unique data set provided by the Hong Kong Housing Authority (hereafter referred to as Housing Authority) on the applications for publicly subsidized sale flats in Hong Kong. Established as a statutory organization since 1973, the Housing Authority is now the largest landlord in Hong Kong. It acts as the government's agent in implementing the public housing program and currently provides accommodation for over half of the local population. It is responsible for planning, developing, allocating and managing public sector housing, which includes both subsidized rental and sale units. The government provides land and financing to the Housing Authority on concessionary terms to meet the public housing production targets. With the various forms of government subsidies, the housing rents and prices of these public housing units are much lower than full market values. Households have to meet certain demographic characteristics, income limits and resale restrictions before they are eligible to apply for these public housing units 


Our estimate of optimal housing site area is based on the preferences indicated by the applicants for the publicly subsidized sale units. All these units were sold at a discount from the full market value. The majority of them came from the Home Ownership Scheme, but a few units belonged to other subsidized sale housing programs such as the Private Sector Participation Scheme administered by the Housing Authority. 

For all these programs, the Housing Authority periodically conducts an allocation exercise (referred to as a "phase") of its housing stock. Flats from several different housing estates are made available for application in each phase, and applicants are requested to indicate their preferred choice of up to four estates. 

Successful applicants are drawn by random lottery, and their final selection of flats does not depend on the preferences stated on their application forms. 

We assume that the preferences stated on the application forms are the applicants' true preferences. Since these priority orderings have no effect on the actual allocation of flats, there is no strategic motive for the applicants to misrepresent their preferences in order to improve their chances of success. Given our assumption, the popularity of an estate (i.e., the number of times an estate is cited as a preferred choice in the application forms) is directly related to factors that enhance the value of housing. For example, if a larger site area of the estate increases the amenity value of a housing unit, larger estate will be more popular. The subsequent analysis confirms that more desirable housing sites (e.g., those in urban areas) tend to be more popular. This increases our confidence that the stated preferences are not arbitrary, even though they do not directly affect housing choice.
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