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Abstract— The involvement of housing developers in the 

development of affordable housing has attained public attention. 

One of the internal factors influencing the participation of 

housing developers in the development of affordable housing is its 

organizational structure. The aim of this study is to analyze the 

relationship between organizational structure and private housing 

developers’ participation in development of affordable housing. 

Data for the study are collected from a sample of 352 licensed 

housing developers that are based in Peninsular Malaysia. The 

Partial Least Squares Structural Equation Modeling (PLS-SEM) 

is adopted for data analysis. The results approved the hypothesized 

immediate effects of organizational structure (formalization and 

centralization) and private housing developers’ participation on 

the development of affordable housing. The results carry an 

enormous effect; therefore, its empirical research is developed 

into the context of affordable housing development. 

Index Terms: Affordable housing, internal factors, 

organizational structure, housing developers’ involvement. 

I. INTRODUCTION 

Housing is a crucial national issue that concerns great deal 

of political, social, and economic affairs [1]. It is the 

fundamental social needs too; it is one of the most vital 

aspects of urban economy growth in any country, the 

socioeconomic steadfastness of a nation is commonly 

accountable on the housing affordability of the country. For 

this particular reason, housing is a treasure that always carries 

an immense impact on societal prosperity. The society 

certainly benefits from the act of curbing housing issues that 

requires the attention of scholars, administering the surge of 

housing price [2].  

Currently, the housing industry of Malaysia is looming 

significantly reaching new levels, beyond the visions of most 

industry builders. Due to developing perceptions of ways of 

living by the population and substantial population growth, 

the need for development is constantly expanding [3]. In fact, 

the Government of Malaysia realized that housing is a key 

human needs and one of the vital mechanisms in urban 

economy [4]. In accordance to that, the task of catering  
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housing needs for all residents is designated for The National 

Housing Policy of Malaysia specifically for those of 

low-income earner groups [5]. It is the developer’s capacity 

that being the driving factor that ensures housing industry 

meets the need for low, middle and high earners groups of 

society. However, in the context of modern dynamic business 

environment, housing developer capacity are significantly 

relying on its organizational structures as a critical aspect for 

the company. The organizational structure apportions 

managerial machineries and work roles to assist an 

organization to lead, accomplish and manage its resource 

flow and business process [6]. Nonetheless, there is an 

insufficiency of studies concentrating explicitly on the effect 

of organizational structure on private housing developers’ 

involvement in building economical housing. Ergo, the 

objective of this study is to assess and verify the magnitude of 

the significance of the organizational structure on the 

involvement of private housing developers in the 

development of affordable housing.  

II. LITERATURE REVIEW 

Affordable housing 

Affordable housing is construed in various ways. One of 

the most commonly accepted definitions of affordable house 

is ‘… housing that meets some manner of affordability 

touchstones, it could be the size of the residence, ratio of 

house price to annual income or income level of the family 

[7]. The term affordable housing is coined to accommodate to 

a large group of people living in a diverse environment 

ranging from low to modest incomes. Affordable housing 

varies in aspects between regions and its people. The phrase 

concerns the housing categories for low to medium income 

groups [8]. For years, affordable housing dilemma has drawn 

countless researcher’s attentions. Discussions on granting 

affordable housing are infinite, but to establish affordable 

housing certainly creates challenges in the research realm of 

housing. To comprehend the concept of budget-friendly 

housing, the definition and characteristics of affordable 

housing should be presented first. As demonstrated in 

literature review, flourishing enthusiasms from heaps of 

theories have transformed the nature of affordable housing 

[9].  
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Recently, in [9] suggests that affordable housing terms 

adopts a wide-ranging interpretation by incorporating the 

need for help for low-income households. The most 

reasonable house implies that the cash to be paid by home 

buyers to build or purchase a house during a period, may 

happen without any risk or repercussions.   

As proposed by [10], affordable housing is a characteristic 

of a housing convenience that is associated to home buyer’s 

inclination and covet to purchase a house. Furthermore, as 

being suggested by the scholars above, affordable housing 

reflects a relation between housing and population. It 

demonstrates the cost of buying a home, as well, which is a 

choice employed by a family between housing and 

housing-associated matters. Affordable housing is assessed 

for diverse objectives, such as examining patterns, managing 

regulations identifying individuals who can enjoy housing 

subsidies, and meanings, predictions and appointments, 

contrasting distinct household classes and detailing typical 

family housing [11]. 

Recently, a new housing review have been governed by 

common interests not only among the developers themselves, 

but also to discern the elemental causes of housing limitations 

[12]. There are needs to study both of what confines or 

promotes the growth of hypothetical housing and the 

comprehension of the motivations and significances of 

behavioral shift in the industry of household [13]. 

In Malaysia context particularly, there is no exact 

definition of ‘affordable housing’. PR1MA (Perumahan 

Rakyat 1 Malaysia - My First Home Scheme) [14] and 

people’s housing program [1] have provided Malaysia’s 

economical housing projects. The people’s housing program 

governed by the National Housing Department involves 

residences that costing between RM30,000 and RM35,000. 

At the same time, PR1MA provides assistance to purchase a 

house with 100% financing for houses costing between 

RM100,000 and RM400,000 with a 30 years of repayment 

period that facilitates the youngsters who gains lower than 

RM15,000 monthly [14].  

Additionally, assorted planned actions have been 

completed to further facilitate the development of 

economical housing in Malaysia. In the Eleventh Malaysia 

Plan (2016-2020), the aim of this extent of time was to 

administer high quality, budget-friendly and sufficient homes 

for every income classes. Ironically, even after more than 50 

years of independence, reasonable housing issues are still 

significant, chiefly for the lower income group. Hence, the 

government of Malaysia is still attempting to ‘perform steps 

in all germane ways’ to establish progress of each 

development plan [9].  

Due to the growing cost of living in Malaysia especially in 

urban areas, there is a substantial demand for affordable 

housing, too [15]. Inexpensive residences are those 

subsidized houses that are priced below the market price 

offered to the lower and middle income earners parties under 

the arrangement of local or state law [16]. Distinct group of 

people are addressed differently in different countries 

together with their economical housing policies [15], [16].  

Organizational structure 

The impacts of formalization are based on context and may 

be, positive, negative or neutral [17]. The organizational 

structure involves formalization, intricacy and close 

attention. Most scholars, too concede that the facets of the 

structure are centralization and formalization, nonetheless, 

the centralization is a prominent dimension of firm structure 

elements, ergo, according to a study by [18], it suggests that 

formalization and centralization as a company’s dimension of 

structure to be examined among developers. 

The formalization concerns the magnitude of the work 

course guide that is transformed and governed the work 

movement at the particular company. It allows a mutual 

understanding among employees and permits productive 

communication within the company circle [6], [18], [19]. The 

formalization serves as a scaffold for the responsibilities and 

power among organizational members and to its written 

forms of methods, directions and standards, too. In addition, 

in [18] suggests that formalization is delineated as the 

measure to which decisions and working relationships are 

administered by formal rules and standard policies and 

methods in housing development companies, in this study. 

Meanwhile, in the housing industry context, housing builders 

that is equipped with formal structures will require particular 

procedures and approaches that demonstrate what staff 

members should do [18], [19]. This exercise hampers the 

staff members of the housing development companies from 

doing more or different activities, daily. Hence, the 

hypothesis 1 of the study is as shown in Fig. 1. 

Hypothesis 1:  

There is a positive momentous relationship between the 

structure of the housing developer organization 

(formalization) and the participation of housing builders in 

the development of affordable housing. 

In [18], [19] propose that centralization works in reverse of 

the number of decision-making authorities within the 

organization, and the intensity to which organizational 

members engage in decision making. This meaning is 

complex in nature as it comprises both power and 

engagement [6], [19]. From the context of a huge company 

with branches and subsidiaries, centralization is a 

fundamental aspect that discloses how the authorized people 

decides to share between branches and headquarters. It 

concerns too, on ways they work as a specialized center and 

contribute product-specific services [20]. Hence, hypothesis 

2 of the study is as shown in Fig. 1. 

Hypothesis 2:  

There is a positive significant relationship between the 

structure of the housing developer organization 

(centralization) and the participation of housing builders in 

the development of ecnomical housing.  

 
Fig. 1: Conceptual model of study 
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III. METHODOLOGY 

The questions adopted a 5-point Likert scale. It suggests 

that the respondents’ scores were then interpreted by 

deducing the scale as following (1 = most unimportant, 2 = 

unimportant, 3 = slightly important, 4 = important, 5 = most 

important). The questionnaires were answered by Managing 

Director, Senior Managers and Manager of the participating 

companies. The questionnaire was classified into 3 sections; 

Section A concentrates on questions which relate to the 

respondents’ company profile. Section B contains 

organizational structure (formalization and centralization) 

taken from [6], [19]. The final section, i.e. Section C, 

discusses private housing developer’s involvement adapted 

from [21], [22]. Pilot test was carried out on 100 private 

housing developers and five experts for validity. Then, minor 

adjustments were done before the final questionnaires were 

distributed throughout Peninsular Malaysia to collect data. 

The proportionate stratified random sampling then being 

employed to do so. Questionnaire were collected from 

population and self-governed. A total of 416 questionnaires 

were assigned and total of 352 responses were gathered 

(84.6%). Every Cronbach’s Alpha (α) values acquired 

throughout this study were above the 0.7 minimum 

acceptable values (refer Table 1). 

Table 1: Factor loadings and reliability (measurement 

model result) 

Constructs Loadings α CR AVE 

Formal  0.902 0.927 0.719 

Fo1 0.859    

Fo2 0.855    

Fo3 0.854    

Fo4 0.819    

Fo5 0.852    

Central  0.892 0.925 0.756 

Ce1 0.865    

Ce2 0.908    

Ce3 0.850    

Ce4 0.853    

Involve  0.887 0.916 0.647 

In1 0.814    

In2 0.865    

In3 0.863    

In4 0.859    

In5 0.801    

In6 0.589    

Note: (AVE > 0.5, CR > 0.7, loadings > 0.5) 

IV. RESULTS AND ANALYSIS 

This section examines organizational information for 352 

respondents of private housing developers. Organization 

information encompasses company size, duration of the 

company joined the housing industry and respondent’s 

position. Distribution of organizational information is as 

Table 2. Based on company size, respondents representing 

smaller sized companies are more than 124 (35.2%) in 

comparison to 123 (34.9%) large and medium companies of 

105 (29.8%).  

When studied in terms of the length of the company 

involved in the housing industry, the largest number of 

companies participated in the 11 - 15 years’ period was 124 

(35.2%). Meantime, the second highest place for the 

company engaged in the housing industry was 21 years or 

more by 123 (34.9%). Following that, for a period of 6 - 10 

years of 70 (19.9%). Then, companies joined the housing 

industry for the period of 16 - 20 years shown a figure of 18 

(5.1%). The lowest is less than 5 years which is 17 companies 

or 4.8% only. 

Respondents recorded as Manager showcased highest 

participation of 124 persons or 35.2%. This was followed by 

the Managing Director which recorded as 123 (34. 9%). 

Lastly, the Senior Managers who successfully engaged in this 

research as 105 or 29.8%. 

This study employed Structural Equation Modeling (SEM) 

method, completed adopting Partial Least Squares (PLS) for 

its data analysis. The technique allowed the analysis of both 

measurement model (testing the reliability and validity of 

measures) and structural model (assessing the relationship 

among theoretical construct) [23]. PLS is a wise research tool 

as it demands for a small amount of places and sampling, 

bears less limiting demands of residual distribution [23], 

[24]. Our data is analyzed using two steps approach as 

suggested by [25]. The first step applied the analysis of 

measurement model while the second step assessed the 

structural relationship among latent constructs. 

Table 2: Distribution of respondent organization 

information 

Information  F % 

 

Firm size 

Small 124 35.2 

Medium 105 29.8 

Large 123 34.9 

 

 

Duration 

Involvement 

< 5 years 17 4.8 

6 – 10 years 70 19.9 

11 – 15 years 124 35.2 

16 – 20 years 18 5.1 

> 21 years 123 34.9 

 

Respondent’s  

Position 

Managing Director 123 34.9 

Senior Managers 105 29.8 

Manager 124 35.2 

Note: F – Frequency 

Measurement model 

Measurement model is created with the purpose of 

examining the degree to which the research items measure 

what should be measured, its accuracy in representing a 

construct and will subsequently fulfill the standard of validity 

and reliability. In an investigation, testing of the 

measurement model is necessary [24]-[26]. The testing of   

the measurement model includes internal consistency, 

indicator reliability and construct validity comprising 

convergent and discriminant validity. Additionally, as 

suggested, the other elements of internal validity to be 

observed are composite reliability [24], [25]. In [24] 

proposed [24] that the employment of Composite Reliability 

(CR) as a step to manage any measurement deficiencies while 

using Cronbach’s alpha. As recommended by Chin, the value 

of the composite validity must surpass 0.7 [24]. 

In evaluating the model, Fornell and Larcker 

recommended that item loadings were tested and only those  
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items that loaded above threshold value of 0.70 were 

retained. In contrast, the internal consistency was intended by 

composite reliability, having extended the fulfilled criteria, 

the minimum is .916 and the maximum is .927. Hence, the 

entire items in determining model must exhibit plenty 

convergent and discriminant validity as a condition for 

establishing how valid the constructs are. Moreover, in 

analyzing the constructs’ Average Variance Extracted (AVE) 

(Table 1), every value recorded they have met the least 

requisite of 0.5 [27] with the values that range from .647 to 

.756 which [25] realizes as satisfactory reliability. 

We accepted and described the discriminant validity of 

constructs based on evaluation between correlation matrix 

and the square root of AVE across diagonal. By adopting the 

[27] standard the values of square root of AVE surpassed that 

of the inter-correlation among the constructs in the model. 

The discriminant validity decides whether the measures of 

construct are distinct from one another [23]. Table 3 shows 

the results of constructs’ discriminant validity. 

Table 3: Discriminant validity of latent variables 

Constructs Ce Fo In 

Centralization (Ce) 0.869   

Formalization (Fo) 0.530 0.848  

Involvement (In) 0.595 0.710 0.805 

Structural model 

Partial Least Squares (PLS-SEM) path modelling adopting 

SmartPLS 3.0 application package [28] was also effective in 

testing the hypothesis (i.e., Table 4 and Fig. 2). We adapted 

bootstrapping approach for observed data set to assess the 

significance of path coefficient (t value) and we also 

discovered Beta (β) value to detect path coefficient value. As 

being forecasted in Hypothesis 1, organizational structure 

(formalization) is certainly associated to private housing 

developer’s participation (t =12.056, p = 0.000). Hence, 

hypothesis 1 was supported. This applies to relationship 

organizational structure (centralization) too, and private 

housing developer’s involvement was significant (t = 7.461, 

p = 0.000). Table 4 exhibits the results of the hypothesis 

findings. Other than that, the value of the strength of the 

relationship between the constructs is exemplified by the 

Beta (β) value while the value of the contributions of all the 

variables is seen through the value of R². Chin suggested 

[23], the value R² => 0.67 is strong / high, > 0.33 = moderate 

and > 0.19 is weak. In testing the R² of the model 

(involvement), it is proven that the value of 57.1% is 

classified as moderate strength relationship. 

Table 4: Path analysis and hypothesis testing 

Hyp

o 

thesi

s 

Relatio

n 

ship 

Beta 

(β) 

t 

Values 

p 

Values

** 

Result 

H1 Formal   

-> 

Involve 

0.548 12.056 0.000 supporte

d 

H2 Central   

-> 

Involve 

0.305 7.461 0.000 supporte

d 

Note: (R² = 0.571, p** < 0.05, two-tailed = 1.964) 

 
Fig. 2: Result of the structural model analysis 

V. DISCUSSION 

The study was completed to test the relationship between 

organizational structure (formalization and centralization) 

and private housing developers’ involvement in affordable 

housing. For hypothesis 1, the relationship between 

organizational structure (formalization) and private housing 

developer’s involvement was supported (t = 12.056, p = 

0.000). Meanwhile, hypothesis 2 is also consistent as there 

was a relationship between organizational structure 

(centralization) and private housing developer’s involvement 

result (t = 7.461, p = 0.000).  

The element of formalization in this study too, is translated 

as the degree to show that both choices and working 

relationships are motivated by procedures and definitive 

policies in housing companies. From the perspective of the 

housing industry, housing developers with formal structures 

will need the creation of particular rules and procedures that 

lead staff members on what to do. This study proves that 

there is a positive relationship between both the participation 

of private housing builders and formalization in the 

expansion of affordable housing. This leads to a statement 

that suggests that when these companies have higher formal 

regulations then they are progressively affected in the 

development of affordable housing. 

The principal objective of this integrated structure within 

the company is to minimize the probability of error by staff 

due to insufficient of information or skills, allow them to 

employ specialized expertise skills, and take control over 

organizational operations and cultivate homogenous policies, 

[18]. In the housing industry lens, housing builders who 

adopts centralized structures, do limit managerial authorities, 

from the aspect of composing decision and single decision 

authorities assigned in the hands of chief executive. 

Therefore, the centralization averts supervisors or managers 

from becoming flexible or promote the initiative in carrying 

out their responsibilities. On top of that, in this study the 

relationship between the centralized organizational structure 

and the involvement of private housing builders is positive, 

too. This highlights the fact that when there is a heightened 

centralization, there is an increment in the private housing  
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builders partake in the development of economical housing, 

too.  

VI. CONCLUSION 

In this research, we explore the level of the organizational 

structure (formalization and centralization) and private 

housing developers’ involvement in affordable housing. We 

adopted proportionate stratified random sampling on 352 

licensed private housing developers given by the National 

Housing Department of Malaysia. Our discovery proves that 

formalization plays a highly important role while 

centralization plays a moderately important role among 

housing developers. This confirms that housing developers in 

Malaysia can be defined as organizations with formal rules 

and working relationships and decision-making centers. The 

practicality of this study lies in the better comprehension of 

the features of the housing developers. This paper gives a 

straightforward guide to examining other factors that may 

impact the involvement of private housing developers in the 

housing and other industries. 
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