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PREFACE

This thesis atternpts to analyze housing and its markets

frorn the eyes of government housing agencies, private

developers and buildersr clty plannlng authorities and

houslng consumers. Methods of evaluating and interpretíng

the various denand and supply forces at work in the housing

market are therefore presented with a view to enabling wide

application of the techniques in decision rnakíng by all
partles concerned. Main emphasis however will be placed on

the use of market analysis by government houslng agencies

and plannlng departrnents in formulatlng thelr housing and

development pl-ans.

In tlme of a natlonal housing crisis which is characterized

by housing shortages and rising prices of land and housing'

private and public bodies should see the problem in its
proper perspective through housing narket analysis. Obstacles

to residentlal construction activities ean then be identified
and removedr and catalysts to housing supply and consumption

introduced.



2-

ONE. TNTRODUCTION

Housing market analysis provides the factual basis and pre-

dictions for decision-making by prívate enterprises and 
,.,,

public bod.ies in residential construction and development c :',

In the publie sector, government housing agencies collect

and analyze infor,mation on popuJ,atíon and. housing charact- 
.,.,,
',t '

eristiesn housing stock, economic baser cost and availabÍlity 
.,,

of mortgage moneyrland,building materials,and. labour for the dual ¡'

purpose of exarnining the populationcs housing condition and

the governmentts role in direct and indirect provision of 
l

housing, This analyticaL proeess serves not only to d.evelop

anð,/or expand needed housing polieies and programsrbut also

to evaluate the effectiveness of these instruments and public

ínvestment.

City planning authorities are concerned wíth meeting present

and future space and servicing requi.rements of urban d.evelop- i'r'

ment. Iïousing narket analysis serves to generate forecasts of 
",1'.

housing requirements, which can then be used in calculating

residential land requirements, the derived demand for muni-

cipal and community services, and the cost involved in the i:
.,:.

provÍsion of these services.

Since any tax or monetary ineentives to buy or to build

houses lead to eonsumption of land and municipal servi.cesr
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clty planners must be aware of the influenee of government

pollcies and programs on urban development and its spaee and

sen/ice requirements. .â,lthough Neighbourhood fmprovement and

Residential Rehabilitation Programs may not require additional

land or services, eity pJ,anners ca¡r have a more intimate role

to play in improving the quality of residential neighbourhoods.

In the private seetor, developers and bullders conduct market

analysis as a means of investrnent deeision making. Findings

of housing market analyses are fed as ínputs into other related

economic studies, such as feaslbility study, highest and best

use study, marketability study and investment anaLysis. Such

mar,ket analyses may vary in scope and depth as warranted by

the size and nature of housing developments. Cost and

availabíIity of financing, Land, labour and buílding materials

Ere fully lnvestigated while on-site analysis of the surround-

íng neighbourhoods is also perforrned to ensure a profitable
return on residential real estate investment.

Prospective housing consumers, be they buyers or renters, do

a certain amorult of *comparÍson shopping" before paying for
their best choice. Through comparative shopping, the con-

sumers "analyze" the housing markets from a different view

pointr usually with the help of reartors and rental agencies.

However, it is not the way consumers analyze the housÍng

¡narket that ls important to planners, but their housing sat-
isfactlon and preferencês¡ For those prospective houslng con-
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sumers who are dissatlsfied with their existing housing

condition, the sources or causes of their dissatisfaction

must be uncovered so that planning of housing and environment

can be geared towards accommodating the wishes and changing

needs of the people.
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TWO. EC9N0MTC &A.SrS FoR HoIISTNG ANAIYSTS

Before dealing with the methodologies, it is approprlate to

outllne factors which are of significance in houslng market

analysis.

1. Housing ís the composite of services and amenities rendered

by a dwelling unit and its location.

fhere are two types of housing needs r

(a) Physical housing need is the quantity and quality of

housing and its amenities considered neeessary to bring

the housing eondition to a socially acceptable leve1'

(b) Finaneial housing need is the gap between the eost of

an adequate housing unit and the proportion of the income

that should not be exceeded to pay for it.

Housing needs shoul-d be differentiated from housing demand

which expresses the desire for housing, for which people

are willing and able to pay

Housing is not an ordinary conmodity and many of the

distinetive features of the housing market result from

íts peculiar commodity charaeteristics, Insofar as they

affect economic analysis, the effects of durability, rlon-

homogeneity, spatial unÍ-queness and market imperfectíon

warrent attention.
(a) The durability of housing means that tt is an invest-
ment good, and that a very high propontion of the potential

2,

3,
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supply is represented by the existing stock.
(b) The non-homogeneity of housing poses problem of
aggregating demand sehedules of lndividuals entering the

market. The differentiations of housíng t¡ryes and tenure

amangements also present problems of comparability in
market analysis. !/
(c) Housing has the attribute, unique amongst consumer

durables, of being fixed in loeation. Iherefore, every

house or at best small groups of houses, are unique good.s.

Since spatial- relationshíps of a location and its neigh-

bourhood characterístics often enter peoplers preference

function with different weights, the phenomenon of spatial
uniqueness introduces analytieal problems. /
(d) Irnperfection in the housing market is attributable
to the non-homogeneity of housing, imperfect knowledge

of market conditions and opportunities of housing and

credit availability, externalities or "neighbourhood

effect", and the intervention by public authorities in
the forsr of regulationsr subsidies, grants, etc.

l+, Housing preferenees are the choices made (with respect

to housing-typer size, style, tenure, location and. expend.-

itures) after evaluating other combinations of qualitative
features of housing that are withÍn oners finaneial reacht

demand is simply the expression of preferencês.

See SmithrlV. F. nd Econ tst
University of California Press, 19?O;-1.5O;

!/
2/ KirwanrR.M. and MartinrD.B. "The economie basis for mod.els

"r Centr
London'- Wp 62, t97}t p,tZ.
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Housing preferences are revealed in market behavior but
nay be independent of objective factors sueh as househord

characteristics (e.g. income) ar¡d market phenomena (e.g,

rent). For instance, individuals having the same household

charaeterístics and work-prace location may differ only
in the value they set on travelling tine, and therefore
Iiving in different loeatione.

Housing denand and supply are influenced by economÍc as

well as non-eeonomic variables such as social, demographic

and ínstitutional factors.

The denand for housing other than rental units is nade

up not only of a demand for shelter but also of an in-
vestrnent demand. Homeownership thus provid.es shelter as

well as a hedge against inflation, the sherter demand is
mainly governed. by the number, size, age-sex composition

and income of households in the study area now and in the

future r

Exísting housing satisfaction and housing expenditure,

cost of living, inflationary expeetations, cost and.

availability of mortgag€sr government housíng policies
and programs all have significant influence on effective
demand for housing in the market. The addítionar explan-
atory faetors needed to explain neighbourhood housing

demand include enplo¡rment locations, availability of
public services including schools and hospital, environ-
mental quality, aceessibility to community facirities,
and incidence of property tax.



Investment in a home is made attractive by the Federal

Income Tax Àct which exempts the principal resid,ence from

capitaL gains tax, and by the National Housing Aet which

provides mortgage insurance and other aids such as the 
,,,:,,,,

Assisted Home 0wnership Program.' Some provincial govern-

ments al-so "subsidize" investrnent in home by making avail-
able home purchase grants. An increasing housing demand ' 

.,,,,.,,,,
' i:::::'

pressure ls created by i-nvestorsr/speculators. The result- '"",,' ,

ing turnover of residential property for capital gain 
;;,t,:,,

objectives only worsen the house price inflation and lead

to compounding of trading costs such as real estate

commissions. y

?, The supply of housing consists of vaeant units of houSlng 
i
l

stock and the flow supply of new and unoccupied unitsr i

Differentiation therefore must be made between resaLe/ 
i

l

reabsorption of existing units and salerlabsorption of new 
i

units. Housing construction ín terrns of the number of

houlirg starts Ís a function of rent and price of new,and ',:,,:,:¡,,

existing units¡ cost and. availability of moneyr land., ,i,,:,i,.

'',.-,
labourr and buildíng materialsl vacancies, the number of

newly completed and unoccupied unitsr and units under

construction; and.. government housing policies and progrâns¡ : :

B. The housing market is a mechanism of alLocating houslng

to households. It ís divided into different sectors. The

najor d.ivisions are between the private and public sectors

and between the rental (housing service) and sal-es (housing

t/ Creater Vancouver Regional District, Seminar on Ma¡e,gem-en!,
of Growth, February l9?4, p.c-þ. 

-
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stgck). sectors. .

9, The housing market is often terrned as the submarket of
the (urban) la¡rd or real estate market, !/ However, in
this thesis, housing market is not referred to as a single

market in a classical sense but a series of overlapping

submarkets differentiated by locati,on, type of dwellirg,
type of tenure, âBer and quality. ?/

10. A housing submarket is composed. of dwelling r.rnits which

are close substitutes for one another, and. are linked
in a chain of substítution with Llnks of Varying length

between them. 'Thus, there is a Ïocation link, tenure

link, type of structure Iink,.value 1ink, and so onor.

llhe combined dístance of the links between the two markets

reflects the degree to which price or rent changes in one

market wilL not affeet the other." y
Since the submarkets defined in terms of the objective

characteristics of housing may not reflect the fact that

"utótitotability exists in the eye of the consu¡ner, they

must be defined in terms of demand groupings rather than

supply groupings. The search behavior of an individual
household seeking aceomodation will define a set of sub-

stítutabLe dwellíngs. In aggregate the mobility field of
a particular group of households wilL also defÍne that

!/
?/

v

Ratc1iffrR,U. Urban Land Economics, McGraw-Hi1l, N.Y. 1949,
p ,29 5.

Pgqg"tÞerry,J. Business Cvcle and Eqono!Êlg_Srywth, McGraw-
Hi1I, N.Y.- 1958

G!ÍgsbyrW.G. Housing Markets and Public _!ql¿çy, Unlversityof Pennsylvan .
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group's submarket. / fnus, there are two deflnltions of
spatial submarket of houslng i "demand' spatial submarket

a¡rd "supply' spatial submarket. Dema¡rd spatlal submarket

as seen by households nay not necessarily be a contiguous

area while supply spatial submarket is a contiguous resid-
ential area with similar locational eharacteristics,

11. Most macro-economic nodels of the housing narket d,eaI

with aggregate supply and d,enand relationships, abstract-
ing from the spatial dimension. lhe rnodels are used to
generate econometric estimates of the parameters of the

varlous variables affecting housing and new residential
construction, / ELasticities of variables (e.g. housing

starts) with respect to other variables (e.g. NI{A mortgage

rate) are generalJ-y ealculated , artalyzed with past trends,
a¡rd. used for pred.iction purposes o

L2, Von Thunen's theory of Location rent differentials (t826)
serves as the foundation for tod.ayrs micro-analytÍc model-

ling of the houslng market. 2/ Utany rnicro models treat the

spatial dimension of the housing narket explicitly and

attenpt to determine residential location in terms of

1

Ì

u

BenidgerJ.D, lhe=Housing Market and Urban Residentía1
Structure ¡ .â. Review, Cèntiè f udies,ó'nesãarõtrpaperl¡ò.it,i'ii;ö.,,j;----'
Two such rnodels can be found ín L.B.Smith, Housing in Canada¡
Market strueture and policy perforrnance, cMW
în exposition of von Thunents location theory can be found.ln .I.W.Alexander, Economic qesgiraphy, prentióe-Hall , t96?,
-pp16_13-6L6. An-ex tion is furnistred-bi'
M.J.Beekmann, "Apprication of a ñeoelassieal von Thunen
Model to the Ho ience,ffi-rg?r
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rnlnimizlng the journey to work. These rnodels are rnerely

classical budget constraint models solving, for a given

leveL of income, the combination of housing space, tran-
sport and al-I other goods that would maximize an individ-
ualrs satisfaction or utiJ-ity. y
Muthfs general equílibriun modeL Ü presents a comprehen-

sive treatnent of the economícP of demand and supply in
the housing market which satisfactorily accommodates such

factors as spatial uniqueness, d,ifferent housing t¡pes and

the existenee of a stock of houses of different ages and

whích aecounts for phenomena like the price-distanee

function and the density gradient" Since the model de-

monstrates analytieally the interactions between market

phenomena such as price, densíty, oceupancy rates and

travel behaviorr it provides "a bridge between the anal-ysÍs

of the detezminants of demand and supply behavior at the

margin and the analysis of housíng demand and supply in
the aggregate," 2/

!3, Society may fail to aehieve an efficient allocation of
resources ín housing beeause the índirect benefits and.

costs (Í.e. externalities) are not considered. in private
housing marlcet decisions. when the existence of such

E/ See Àlonso, "A_Theo êt", Papers
and Proceedings of
L96o¡ and ¡ecãtion Land Use, Harvard

ation, Vol"VI,
University Press rtg6l+,
of Chicago Press rL969,g/ mutnrR.F. Cities_ en¡i Housingn University

2/ t<írwan and Martin, op.cit. , p,)2,

ïl'
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externalities results in too f,ew housing unlts being

produced and. qensunsfl 
- 

too few to maxími.ze net
social benefits, public intervention is justified. Y

Ll+. rt ls a futile attempt to operate a housÍ.ng policy which

is concerned with occupancy rates, rents and prices

independently of a planning policy which is concerned

with the location of jobs and houses a¡¡d transport
improvements.

g/ fiavemanrR.H. The Ec-onomics of the public sector. John
Wiley & Sonsr '
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THREE. METHODOI,OGTES FOR HOUSTNG MARI(ET ANALYSTS

Housing market analysis ls conducted for the purposes of
investrnent decision making in the field of housing and related 

,,,:,,,,,,,

services, There arer howeverr several approaehes to understand- :" '

Ing the structure and performanee of the housing market. This

can be explained by the fact that the partieipants, namely 
, .

the government housing ageneÍes, investors, developersr/uuiloers, :,,,:,,.,;,,r,

.:
housing eonsumers, and city planning authoritiesr have their 

,;i,,,..,,,.,

ov,rn objeetives and criteria of investment, and consequently, r'::::::

the scope and leveL of rnarket analysis they und.ertake.
l

i,

Before presenting the methodologies, it is appropriate to 
i

introduce two conceptuaL models of the housing market and its ;

basie prlncipals and ínstitutions ín the housing production 
i

and aLloeation process" The two flow charts, diagrams 1 and 2) 
l

serve rrot only to define the interaction of the partieipants

but also to delineate the scope of data collection for analysis. .

i,t,.t ,'.',

t. ,"., ,1 ', .'

The hor¡sing production and alloeation process involves mainly ,¡ ,', ,r,',

the consumers, the three levels of government, and. the houslng

deve1opmentindustry'Investors'1endinginstitutionsland'
professíonals sueh as planners and lawyers also play significant r, 

".',,','::.-,_.:..:,':

roLes in the supply of housing.

the three levels of government vírtually set the framework of
the whole process. The Federal Government, through the Central i..
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Mortgage' and llousing Corporati'on, sets building standards,

and provides grants and loans to the provinces, municipalities,
developers and consumers for the purchase and provision of
housing. -- '.' ':

'" .t
'::.":j'-:.

The provincial governments may intervene directly or indirectly
in the housing field. The N.D.P. government of Manitoba, for 

i,r.,.,.,:,,j

.exa¡nple1 has estabLished the Manitoba Housing and RenewaL .,, ,,,;

Corporation to develop and. execute public housing and land ,:,

assembly programs. Programs directed to reLieving Manitobans 
: i ':1

in particular the lower income group from the high cost of
housinginc1udeapropertytaxcreditp1anandhomeownership

l

subsidies of up to $3oo a year for quaJ-ifying fa¡riLies buying
t.

a home under the Federal Governmentfs å,ssisted. Homeownership i

)Program:.

:

lrhe nunieipal governments regulate and, control residential
developnent by zoning and by settÍng servicj.ng standards, 

,:,..,.:;,;:;,:,,,,residential densitÍes, and subdivision design criteria. The ,;,;:,::,: ,,

':, :
other participants in the housing field have to operate with- ''" '.|
in the above parameters as defined by the governments.

The development industry incrudes land deveropers, deveroper- ,,,,,,,

buirders and buirders. rn winnipeg, arr the principal particí-
pants in the housing industry are deveroper-buil-ders with vary-
ing degrees of vertical integration in the construction and

marketing of their housing units. These conpanies are involved ..:.;,',,:



in all aspeets of the housing production processr from land

assenbly and subd.ívision design to servicing of the lotsr and

from design of the houses to their sale or lease to the public.

l{hile decisions to build in the private sector are strongly

influenced by CMHC progr¿ms, the lending institutions, the

marketing and finaneíal analysts, and the planning and design

teams, the final investrnent decisions are made by the housing

producers.

The following topics are usually included in housing market

analyses. In specific situations, howeJ¡er, not all of these

nay be covered or others may be incLuded.

1. Population and Housing Characteristics

2, Supply of Housing

?, Urban Land Supply and Development

Is. Housing Money (Residential Mortgage) Market

5. Economic Base

6. Performance of Housing Markets

7, Consumersr Housing Perferences

B. Government Housíng Policies and. Progra.ns

9, Cost and .A.vaiJ.ability of Residential Construction Inputs

10. Neighbourhood and Site Charaeteristies

Â11 of the above factors must be studied in relation to eaeh

other and in relation to past developments, fn thís manner,

both short- and longer-ra¡ge market trend.s may be identified
and used as the basis for estimating future probable market

changes.
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Thorough eonsíderation of the range of factors is an imposing

task. ft is not surprising, therefore, that much residential
real estate invesùnent analysis is carried on at substantially
Iess sophisticated leve1s.

This thesis identifies six approaches to housing market analysis

and the methodologies are discussed in the following pages.

The Stock Flow âpproach distinguishes between existing housing

stoek and new housíng supply in evaluating housing narket per-

formar¡ee. The Subnarkets å,pproach identifies the various housing

submarkets in a local area, and pennits the construction of
ineome demand schedules for a mix of housing and locations.
The Maero-Miero Âpproach integrates both the Stoek Flow and

Submarkets frameworks to analyze in aggregate and in part,
the structure and performance of the housing markets. The use

of Econometric Mode1s ís to simulate the workings of the housing

market for prediction purposes. Other forecasting techniques

such as those used for assessing housing need.s or housing

requirements, and. those for estimating housing supply and

market performance are presented as the fifth approach. Thres-

hold Anarysis which is an assessment of buildable land supply
and capaeities of utility systems, provides the basis for
decisions on the supply side of the housing market.

Although these approaches may individually produce results for
housing market analyses with different ob jeetj-ves r âriv compre-

hensive housing studies undertaken by governments and their

,.' .. --: ..
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'..t,1,,

housing agencies should incorporate all of the above approaehes

so that the houslng policies and prograrns developed wi}l be

effective and wiLl not lrnpede the supply of housing by the

private sector.
... .:

.:.:.

f

All Of the aforementioned approaches rely, to a varying degtreer 0"Ð. 
I

lnformation supplied by Statistics Canada on population' housing, 
,.

enployment and j.ncomes. .A great deal of housing market data is ,,,'',

also furnished by the Central Mortgage and Housing Corporation 
i.,,,:

which publishes monthLy, quarterly and annual statistics related. ' :::

to housing construetion and lending activity under the National

Housing Act. To nake housing market analyses easj-er, various i

federa1andprovincialdepartrnentsandagenciesprovide
i

statistics on general economic trendsr poputration projeetionsr 
l

ernplo¡rroent levels, etc, Most fírst hand information on the

existing housing stockr building permits issued' community

faeilitiesr utilities, and. development plan are made available

by the municipalities. However, inadequacies of available 
,:,:,.

lnfonration exist, for exampl-e, household income cross-clâSS- 
,',,

ifying ty?e a¡rd tenure of aceonodation. Moreoverr there are ..1;-....

statistieal gaps which have to be filled, sueh as the lack of

statistics at the neighbourhood level. Even when data are

available, eaution must be taken to assure comparability between 
;,,,,i

the different data soüf,c€sr
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r. å.TocK Fl,olv ÀPPRo¡.CH

The Stock FLow Approach dlstinguishes between occupied housing

stock and newLy conpleted. and unoccupied units in the aceount-

ing of total housing stock and housíng supply. This enables

market analysts to see how significant the flow supply is in
responding to the demand pressures as manifested by the inade-

quacies of the housing stock in housing the growing population.

Diagram 3 shows the dividing line between the fl-ow suppJ-y and

the housing stock, Absorptions of newly conpleted units in the

new sales and rental- markets "turned" flow into stock, and

these newly occupied units becane additions to the existing
housing stock,

Housingunitsmayhavedifferent"1abe1s,,attaehedtothem
during their stay ín the housing market. These labels such as

vaeancies are used to identify one group of housing units from 
i,,,,

::

the others in eval-uating the perfortnance of the housing rnarkets. 
,,,,

the terminology of housing statistics is partiarly presented :':

here in the following housing supply fl-ow-chart. Other terrninology
can be found in chapter Four when characteristics of housing 

::units and. ¡narket indícators are enployed in an anal.ysis of i,,

the Winnipeg housing market, Lg6t t9?j¿

rn diagram 4, only the supply side of the housing market is
shown to facílitate understanding of the stock flow concept. :.,,
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the vertÍca1 portion of the supply curve polnts to two thlngs
ln the market ¡ the quantity of occupied housing stock (i.e.
aggregate of the quarititative and. qualitatlve housing mix)

and the market clearing price/rent structure. Flow supply is
represented by the dotted line extendÍng frorn stock suppry to
s1. when J.istings or units waÍting to be resold. are add.ed to
the flow suppJ.y, s1 becomes Sr. similarly, s3 takes into account

s, and vacant u¡rits in the exlsting rental market, and it re-
presents the total housing supply in the market for absorptions,
resaLes and reabsorptions.

fhe dotted line extending fror¡ the stock supply to point vt on

the horizontal axis indicates the number of housing units to
'be dernolished or withdrawn from the market. Redevelopment,

change in land üsê¡ and change in dwelling use usualJ.y follow
changes in real property value, and they account for reductions
ln the housing stock. The housing units involved, in the process

of withdrawal are those whieh can command only meagre rentals,
and those which are dilapidated and. their rather low replace-
ment eost plus cument value offer profitable returns on

redeveLopnent.

rhls approach offers a systematical way of keeping traek of not
only addltions to and reductions in housíng stock, but also
turnovers or activities in the housing market. [he use of stock
flow concept is basic to any presentation of housing statistics.
.â'n example of its appJ-ication is provided in chapter Four.
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II. SUBMARKETS APPROÂCH

the purpose of analyzing housing market at the rnicro level is
to deepen our understanding of the functional structure of
housing submarkets in ord.er that selective housing policies
and programs could be for:nulated to maxímize the efficiency
and effectiveness of governmentrs involvement ín the fleld
of housing,

The subrnarkets Approach is an attempt to fill- the need for
"some form of rnatríx analysis whích wirl enabre us to see at
one tine the aggregate market, thg indÍviduaL parts, and the
interrelationships of these parts," ! Ít invorves the appli-
cation of the concept of consumerrs surplus to the construct-
lon of a housing survey questionnaire. Given the assumptions

underlying the concept, the survey results are used to derÍve
housing denand curves of income groups in each submarket which

ls defined by house type, size, tenure and location.

Interrelatlonships €Lmong household and dwelling characteristics,
housing satisfaction and residential mobility are then analyzed
in conjunction with exísting housing market phenomena (such as

rent, priee, mortgage financing, slze, density, quaLity, rocat-
ion, turnover and vacaney rate of housing) to herp Ílluminating
the interdependency of or linkages between submarkets as indicated
by coefficients of consumeris surplus.

1.,/ eúgsby,trl.c. ,..University
2,

Housine Markets Public Pollc
a Press, Phi â1 l9bJ. p.of Pennsylvan
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I,. METHODOLOGY

-

since housing policies and programs must be geared to the needs

and aspi.rations of the people they affectr âD investigation
of the demand side of the housing market is essential. This
eal1s for the design of a survey questionaire that can extract
inforrnation necessary to identify the various housing submarkets
(define¿ by the characteristics of housing as wel.l- as that of
the inhabitants) so that seLective demand and ;üþüv poJ-ieies

and programs could be devised accordingly.

The methodology presented here is.not sínply a survey method-

olog¡r applying conventional statistical techniques to housing l

behavior analysis¡ it is an attempt to derive housing demand

schedu1esofineomegroupSineachofthehousingsubmarkets.
By aggregating an ineome groupfs denand eur\res for a certain 

i

mix of house tJæe, size and tenure in alr locl_ities, a total.
market demand curve of the income group for that certain 

,:.,

housing package in the study area can be d.erived.. å, comparison ,,,,,,

of the denand curves of atl incone groups for a certain housing
package in a J.ocality or in the whoLe study area can then be

made, thus satisfying the need. for seeing at one time the 
:,.,,,aggregate market, its submarkets and the interrelationships ., ,.

of these submarkets.

The derivatLon of submarket demand curves involves the
appl-ication of Marshallts concept of consumer's surpJ-us to the
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forurulatlon of the survey questionnaire. The eoncept emphasizes

that a consumer recei.ves a greater amount of utility than he

pays for, and the definition ean be used as a device to measure

this surplus of utility (i,e. total utility minus effeetive
utility). Marshalf L/ defines consumerts surplus as the

difference between the sum a consumer has to pay for a quantity
of goods and the sr¡n he would be willing to pay. Graphica1ly,

Lt can be equated with the roughly triangular area lying und.er

a demand curve and above the rectangle which represents actual 1,r...,,

money expenditüpê¡ (See Diagram 5) Z/ tn a later note, Marshall
adds that the concept assumes that the marginal utirity of
money is constant, so that the ineome effect resulting from

a price change is neutralized.

since there is no price-quantity movement along the housing

d.erra¡¡d curves¡ the assumption can be rel-axed in this respect. l

To make an income group homogeneous, however, the assunption
of constant marginar utility of money for good.s and services 

.,.,:,,

has to be appried to every indlvidual- or household in that ,,t ,,.,t,1

incomg group, " 
"..

To conpLete the list of assunptions made with respeet to the

g/ see.BlangrM.-FggnoTie Thgorv in Retrospect, Richard D.frwin Inc., Illi Bishop¡R.L.
l9onsuTerls=Surp1y r¿iñaf-útlfiiv', Quartei.ÍyJournal of i.'

U U+:yebread and Bird defined consumerrs surplus as the positlvedifferential between a householdrs reservation pric" and therent ín its existing dwerling. see ,,Rent, surplirs and theEval-uation of Residðntiat nniiron nen

.. .. ...1
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derlvatlon of housing demand curves, homogeneity of all dwell-

lng units in a housing category, and knowledge on the part of

the consumers of the housing market are incl-uded.

|fhe construction of the demand curves adopts Marshallrs extra- 
:::':'i::r:l

expenditure method, however, if we put Marsha1lrs question,

and aSk hOw mUCh m.fe a c'nsumer wOuld be prepafed tO pay 
i:,:.::, ..:

rather than go without his present housÍngr sl€ eould not get ,,,.';',i;,r',

a sensible and unanbiquous extra-expenditure. Modification of ,, :

the question is therefore necessârlr A consumer is asked to

express his consumerrs surpLus in terms of the extra rnonthly

housing expenditure if he is satisfied with his present housing,

and. prefers staying rather than rnoving to other physically
simiLar dwelling in the study area. Ihe submarket demand sehedule

ofanincomegroupforhousingcanthenbederivedbyarraying
eonsumerst surplus (on housing of a certàin mix of house typer 

,

size and tenure in a certain locafity). in descending order

above their respective levels of housing expenditure on a two 
i

dimentional plane with housing expenditure on the y-axis and 
ì,

quantity of housing on the X-axis. (See Diagran 5) ','

Regression lines for consumerst surpJ.uses above their respect-

.ive housing expendituré intervals are construeted. The combin- 
ì,.:j,r..t':,,1,::

ation of these regression lines form the effective d.eurand. curve
of ân income group for housing of a certain mix of house type,
size and tenure in a locality. slopes of these housing demand.

curves can then be computed for comparison. Since demand elast- ,,,,,.,,..,.,,
l -:-.:.i : : a::::,: .
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lcities decline along a linear den4nd curve, they cannot be

used for comparing housing demand curves of income groups.

â, unifo¡rn basis for lntra-income group or inter-rental goup

comparisons is offered by a coefficient of consumerrs surplus,

i.ê. average consumerrs surplus exper.ienced by an income group.

Potential housing demand curve are derived in a sinilar way

as the effective demand curves, lhey express the extra-expend-

itures households are willíng to pay for housing in other
localiti-es beeause of housing dissatisfaction. As housing

satisfaction is measured by consumerrÉ surplus, the reciprocal
of the coefficient of consumerts surplus thus provides a relat-
ive measure of residential mobility potential.

since the slope of a housing demand curve depends heavily on

the income and housing eomposition of the selected sample of
households, a sample accurately representing the population

in the market area is requíred. lhís ealls for firstly the
subdivision of the housing market area into localities or
supply spatial market¡ secondly, a breakdown of the population
i.n each of the localities by income, tenure and. housing

expendituref thirdlyr'a breakdown of the housing stoek in each

of the localitíes by type and size. A random sample ean then
be systematicaLly selected.

Turning baclc to the survey questionnaire, five interrelated
aspects of houslng behavior, namely, household characteristics,
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dwelling. characteristlcs, housing satisfaction, housing

preferenees and resÍdentlal mobility are eovered. The questions

formulated serve to indleate the scope of housing analysis

that can be undertaken.
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B. SURVEY QUESTIONNAIRE

1. Household Charaeteristics

rÊ à. single
. b. married

c. seperated
d. divorced
e¡ widowed

emplo¡nnent
status

'É'.'

oceupa
ron or
school

is{Í à. fuLl-time
b. part-time
c¡ self-employed
d,. unemployed
ê. unemployed, but not lookingfor employrent
f. retired

Ann
$

household income to the cr.osest thousands (before taxes) ¡
uaI

â¡
b.

embers by relation-
hip or connection
o Head of household

(it any¡

to work
or school

average trave
time to work
or school

means of transpo
to and from workro ano Irom worK or
school

Major sources of íncome¡
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2. Dwelling Charaeteristics

Address r

nunber street (apartrnent no. )

Nane the two streets at the intersection
residence r

community

closest to

postal code

your

How long have you been staying at
Structural type of dwelling unit r

your present address?

(cheek one)
detached single family house
duplex
row or townhouse
walk-up apt.(3 storeys
highrise apt. (4 storeys
other
if converted

please specify 

--

please indicate origfnal
type and number of
s ê 1 f -õo:r-ñEin e d s u i t e s_

with clear title to their property -
the past 5 years, please give r

amortization period
principal plus interest per

or less)
or more)

total floor area of dwelling unit in square feet
Iot size in acreage or square feet
number of bedrooms
average floor area of bedrooms
is dwelling furnished by you?
monthì-y rental
real-ty tax payrnent (excluding sehool- tax)
present market value of entire property
date of eonstruetion
age of dwelling

1o be answered by homeowners
If you got clear title within
a) date of purchase e)
b) down payment d) month

- ,.,,,,,;.

house? : ::How much would you have to pay for rent if you rented your
To be answered by home owners wlth outstanding mortgaget
please give r a) date of purehase

b) downpa¡rment
c) amortization period
d) principa| nluè interest per month
e) outstanding nortgage
f) detaits of-secona mortgâgêr if any.
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3, Housing Satisfaetlon

Are you satisfied with your present housing condition?
|f- not, what are the reasons for your dissatisfaction?(check where appropriate, and theñ number those you checkedin order of priority or significanee)

interior and/or exterior of building need(s) repair.
inadequate utilities (sueh as hot water, showerretc.)
please specify

â,t

b.

d.
êr
1,
$.
h.
1.

J.
k.

not enough space for cñÏlld'ren.
not enough light and/or ventilaffinf
lack of privâcy.
inconvenienr iõcaffinf
rent or P.I.T. is too hi$.=_ _is-it over one-third of fourãnffi:fy income (before taxes)?
neighbourhood considerations .

not enough bedroons¡
not enough bathrooms.

0ther

of

like
and shops)

class

would be

neighbourhood very much,

in what way?-_

please specify

Please cheek those state¡nents that fit your description
the neighbourhood envirorìment 3

,à,
b.
Ce
d.
9o
f.
$.
h.
I.j.
k.
1.
llr
Ilr

Oc

noisy, heavy traffic
dirti, crowäed
too many childrL
undesirable neighbõffi-_
little or no plestige iñ-Tñe city
lack of commuirity aõtivities
no one seems to care what ttreiffinbourhood look
conditions of buildings are generally poor
remote from community facilities (suòn-as sõ'ñIpoor public transit service :

encroaching industrial activffi
residents are in roughly the same socïãl-economicf feel very much I belong hereI think building a new hõme in ñFneighbourhood
ä wise investmeñt
other

4lf in all, wouLd you say you tikelike it noderately well ór-dislike
Like it very muchlike it modèratelyffi
dislike it

this
it?

?L¡
b.
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If you are satisfied with your present housing, and if you do
not expect to move within the eoning t2 monthsr how much moreper month would you be willing to.pay to remain staying in
your present dwelling ?

How much would you be willing to pay per month to stay rather
than move to ¡ locality Â? locality B? locality C? localíty D?

If you are not satlsfied with your present dwelling, please
specify your preferred house type, size in terrns of number
of bedrooms, tenure and location.
So be answered by those who prefer rental housing -- How much
rent per month would you be willing to pay for your preferred
dweJ-ling, if it is unfurnished? if it is furnished?
To be a¡rswered by those who do not own their homes and prefer
home ownership -- How much downpa¡ment and P.I.Î. per nonth
wouLd you be willing and able to pay for your preferred house?
For how long? (i.e. length of amortization period) fO years or
less, t5 years, 2O yearsr (check one)
To be a¡¡swered by those who are homeowners with outstand.ing
4ortgage -- providing that the equity in your home is trans-
ferred for the purchase of your prefemed dweJ-ling, how muchP.I.T. would you be willing to pay per month? For how long?
1.ê,.length of amortization period, 10 years or less, L5, Ze,
25, (check one) r

1o be answered by homeowners with clear titLe to their property
:- Providing that you sell your house 5-n exchange for your pre-
ferred dwelling, would you have clear title to ittIf not, how muðh-more iñ aggregate would you be willing to pay?
Please give details of desired nortgage financiùg¡:if, iequiieá,

- r: ...

Do-you.think you can acquire your preferred housing at theplice lreqt 9r P.f.T.) you are willing and able to pay in theCity of Winnipeg? If not, why not?

TI yot¡ were !o p?y the-same rent or P.I.T. for a dwelling unitthat ls physically similar to yours in another localityr-how
puch_qore per month would you be willing to pay to 1ivê in ILocality â,? locality B? locality C? locality- D?

would you be wirling to pay the sa¡ne rent or p.r.T. for a snalrer
dwelling- unit in your preferred locality? yes _ no _r_I y""r how g?ny bedrooms in your present dwelffi or ñõ-much
{1oor spagg (in square feet) ùould-you be willing-to sacrificefor a smaller dwelling unit in your- prefered roõarity?bedrooms _ or floor area souare feetrIf you arã-ffiing or owning yõFñouËe, r,uould you ue interestedln renting a physlcally similar house in your þreferred location?



5, Resldentiâl Mobility

Did you move ín the past J years ?

ff yes, how many moves did you make ?

name the two streets
rt the i-ntersection
:losest to your forrn-
er resideneerstartpith the most recent
Iove

tenure
â.o renting
b. buying, outstand-

ing mortgage
cr own outright,

clear title

house type
ão single family
b. duplex
cr townhouse
d. walkup apt.
ê¡ highrise apt.

number
of
bed-
rooms

is dwell-
ing
furnished
by you ?

travel
time to
work or
school

monthJ-y paynrent of rent
or P.f.T. (please include
informati.on on the amount
of equity and outstnding
mortgage & terms of payment)

reason for rnoving
a.change in family

size
D.Cnange ].n ].neome
c.other, specify

Do you expect to move within the next 2 years ?

no _ not likely _ probably _ yes _ undecided _
If yes, what wouLd be the reasons for moving ?

ào a change in property value _ increase or decrease ? _b. a ehange in family äize _-fficrease or d.eerease ? __-
c o a ehange in income __ iñõease or decrease ?
d. job relocation
ê r ñousing dissatiffietion
f. in excñange for another ñõse _ please specify house type,

size in terms of nunber of bedrooms, tenure and location-i.fit is not your preferred housing.
$r other, please specify

Would you move to a location a. eloser to the eity centre ?
b. just where you are ? or c. farther from the cLty centre

Please give two reasons for your deeision r â. b.

0n the enclosed map of Winnipeg, a. Outline your preferred locality(ies)¡ b, Mark your present address with #l c. mark your former
addresses with + and number them chronologically. e.g. *t?0,
*r72^t +t?zb.
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C. PRESENT¡.TTON ÀND A.N¡.LYSTS OF SURVEY FTNDINGS

Besides the derivatíon of housing demand curves, the survey

findings provide answers to questions, and illuminate relat-
íonships, such as those listed below. ,',.,

- whether there is a housing problem or an income problem ?
relationship between need and demand.

relationships between effective and potential demand for
housíng (by ineorne group, housing characteristics and. location).

- whether irousing needs are to be fiIled with new stock because
of overcrowdingr or rehabilitation because of poor housing
quality, or improvements on municipal utilitiesr etc.?

- what are the housing characteristics of the various socio-
economic groups?

- what are the consumersr housing preferences?

- what are the characteristics of those who car¡not afford
their preferred housing?

- what are the eharacteristies of the preferred locations? :

- relat'ionshíp between travel tíme and. ineome of the househoLds, :

- what are the reasons for residentíal mobility?

to what extent is geographic mobility related to socio-economie
urobility ¡ a different job, or a change in social status? r'

- what are the linkages between housÍng subrnarkets?

survey findings can be tabulated and/or presented graphically
as follows I



variables

eorrelation
matrix

nix of housing services

coefficients of
consumerrs surplus
by ineome group

variables

loealitÍes

number of
dwellings

locality
J.ocaIity

house types



socially
Ievel of
density

aeceptable
occupancy
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number of
households

average house size(no. of bedrooms)

overcrowditq 
- \-_-__ì

locality

loeaJ-ity
.\a

'--
--/'

a¿¿t
a

, Iocality

- loeality

house
types

,, renters

- owners

- buyers

average
household
size

A.
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The next step in the analysis consists of comparing existing
housing market statistics with survey findings, and using cor-
relation matrix as a means of analyzing interrelationships
among selected household and housing variables. Multiple re-
gression equations (such as residential mobility = function
of housing díssatisfaction, job reLocati.on, change in inconê... )

nay be fornulated to identify acceptable and, significant ex-
planatory variables for prediction purposes.

One of the desirable final products of analysis is the delineat- "i" 
,'

ion on the rnapr of housing submarkets aecording to the d.egree

of housing substitutability in terns of price, rent, p.r.T.,
typelsize,tenureand1ocation'Ifthemethodo1ogyproveSto
provide a valid a¡rd enlightening framework for housing analysis , t,

periodic surveys would servè to check the accuracy of the pre- t,

idictíonsr and establish a basis for intertenporal comparisons, 
i

thus converting the rather static analytical framework into a 
.

dynamic housing market modeL. ,,
;.- , . , - ,:'

' ',i 

t'i 
''

,,.t,::.,',-,:.
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III. MÂCRO;MICRO FRAMEWORK

|lhe Macro-Micro rYamework is an integration of both the stock
Flow and Subrnarkets Approaches in an attenpt to analyze, in
aggregate and in part, the structure and performance of the

housing markets. fhis approach is rather comprehensive a¡rd its
nethodology is prenised upon maintaining a balanced d,enand-

suppS-y relationship.

The total housing picture is abstracted graphically into four
intemerated sectors. statistics on population and housing

charaeteristics are presented. in the forrnat as shown in Diagram 6.

.lrhe 
demand "quadrant" shows the income distribution of house-

holds which are classified by age of household head, type of
household, incid.enee of overcrowd.ing, type of tenure, and. ratio
of housing cost to ineome. Housing conditions of an i.ncome group

are evaluated and the extent of physical and./or financial, needs

are assessed in the manner as depieted in Diagr em ?,

rhe abilíty to pay "quadrant" !,/ compares the existing rent/p.r.T.
(principal, interest and taxes) to income ratios (R/y) of the
-income groups with the socially acceptable or poritically

E/ tne ability to pay notion must be differentiated from will-Lngness to_pay as discussed in the section on the SubmarketsApproacl.. some households may prefer better housi"ã-lälel'nã*"-ownership) to luxurious autoño'¡ites and are thereiõr" "îifi"ä-to spend more than say jo% of their income on nousi;g.
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number of
households

rent,
P. r. T.

demand =. supply

n/y = zS%

ABTLTTY TO PAY

gross annual
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number of
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Díagram 7

finaneial
housing need

gross annual income

physical
housing need

Keyr 1
2
3

l+

5

- age of household head
- lypg of household (F--family or N--non-familv)
- incidence of overerowding (óver 2 persons,/uãäioom ordoubling up)
- type of tenure (o--owned or r--rented)
- ratio of housing cost to income (R/y ZS/")

Noter llousing indicators 3 and J are simillar to the ,,crowding
index"(number of . 

persons_ þer logm) - and "rent(o" "ãi"ãl--F""roon as a_percentage of household income" as propoeed Uy tneEconomic council of canada in its ?th Annuar ñeview, tgit+,

number of
households
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determined leve1. thls reasonable leveL of n/t usually lies
somewhere between 22% and, 3Ùfr of onets gross income, depend-

ing on his income level and the cost of living in his community.

Any divergence between the existing Rrlï and the ideaL n/y, at the 
,;.:,:

upper income levels, however, should not warrant as much attent- r::

ion as the Rrly gaps at the lower en¿ of incone scale. Sinee the
progressive income tax structure leaves more disposable income 

,,,,,..,,,

for families with ehildren than fanilies with no dependent in 
1,,,,

the same i.ncome group, R/Y will- not be adjusted for variations .: :

tn fa¡nily size. i"'":'

[hesuppJ.y"quadrant"disp1aysthenu¡nberofexistinghousing
unlts by rentrlP.I.T. (price), tenure, type, size, quality and. 

'

rocation . !/ lhe mix of housing is irrustrated in Diagran 8, . I .,,

tvhen the availability of housíng is analyzed. with the demand i,.
and the ability to pay for housing, shortages of housing if l

any at affordable levels of rent/P.r.[. for some income groups

will- surface. There may be a surplus of housing at eertain ::.:.
":rr.l . .,,,higher tent/p.r.T. levers, however they are useless in over- 
'.',,t,,,

coming shortages in the Lower end of the shelter cost scale. 
"', 

,',i,'

If it is assurned that both finaneial and physical needs can be

fulfilled and. eliminated by increasing the households in need ,:'.,.ì..

,their ability to pay for housirg, the rent/p.r,T. structure of
the housing mix by geographical area is the onry signifieant

t/ 4" index-rneasuring the quality of Canadats housíng stockis contained in Patterns of Hòusing euaLity by J.S.Kirklandof C.M.H.C,¡ t9?- # ' ,,,'',,', 
,
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rent,
P.r.T"

number of dwelling units in loeality A

housing mix

owned or'rented
publicLy assisted

,/\flow stockl\' "/),
private

flow stoek

L12tj

Keyr sf - single family house t¡pes
mf - multiple farnily house types

2r3 - number of bedrooms

Note¡ housÍng qualíty is ranked by charaeteristies of safety,
lealth, conveníenee and comiort under trrrãã-mãjor head-ings-, housing faeilities, structurar-cõnãiiiðñl andneighbourhood environment.

DiagTam B QUANTITATIVE & QUALIT¡.TIVE MIX OF H0USING



variable ln the supply quadrant. Cross-classification of house-

hold characteristics by dwelling characteristics can therefore
be abstracted.

The market 'quadrant" matches the total demand against the ,i', "
total supply of available housing units. Demand equars supply

when they meet along the 4J' line. In order to alLow for house- 
,,,,,,,,hold formation, undoubling, residential mobility and replacement ,,.:,,:,

of denol-itions; the point of junction of denand and supply 
,,.,,,iishould ideally be located to the right of the 45, line. ''"

This Macro-Micro Frannework, as its name suggests, can be applied 
:

to analyze a housing market of any size. Statistics at the neigh- 
I

' bourhood or. rniero level can be aggregated for an overall view 
i'of the total housing market cond.ition, thus satisfying Grigsbyrs 
i

requirenent for housing market anarysis to see the whole

. and its parts at the same tiroe.

By examining the four sectors of this housing mod,el, physical
as well as fÍnancial housing need.s and the target groups can

be identified. The model thus provides a rationar basis for
the formation of government housing poJ.icies and progr¿Lms, and

for the allocation of funding.

rn the event that effectiveness and. iurpact of the houslng pro-
grams have to be evaluated, statistics on the number of house-
holds classifíed by income and by government housíng programs
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ls required for the demand quadrant, Other pertinent inforrnat-
ion need.ed are income qualífications or cost of housing to
lncone ratios under the various prograns in the ability to pay

quadrant¡ the nr¡mber and characteristlcs of public and publiely 
;.,: :: :.:

assisted housing in the supply quadrant¡ and the volume of ''"'""

publie and publicly assisted housing in the market quadrant.

see Diagram 9. Effectiveness of the housing programs or im-
:.;;: ::.. ,:-:. -.provement of the target groups ! housing condition can then be 
,..,,,,:,1,..1,

assessed by reviewing the nr¡¡nber of households oceupying the 
;, .,,,.,,:,,

-- pubJ-ic housing stock and. the -target groups,- R/x ratios a yean , ;'':':1'""':"

or two after implernentation of the programs.

The suecess of this franework ia housing market analysis de-
pends on the availabiLity of poputration and housing statistics 

,

in the specified format. Unfortunately the inad,equaey of housing 
i

data and. the insufficient depth in eross-tabulating household i

ìcharacteristics have thwarted apprícation of thÍs approach. l

A somewhat sinpJ-ified version of this framework was j-ntroduced " ',1',,,,,,':,

r.:-1., l.- -,- -. 
.

by the Vancouver CÍty Planning Department in its Quarterly ':'',,,'.:'1,1,'

Review, May, tg?l+. The sales sector of the vancouver housi_ng
i

market as shown in Diagrarn 10 is represented. by two distribut-
ion curvês¡ one showing house price and the other, household 

i,,,r;,'.¡¡¡,¡¡,,,

incomeexpressedintermsofa2Jyeat,tQ%rnor'tgage(ifone-
quarter of inco¡ne is for mortgage pa¡rnents). The superimposition
of these two curves determines the number of households that
are abl-e to buy houses and the number that are not able to . .. j.:.: :.
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number of
households

rent,
P.I 'T.

number of
households

rent,
tlTm¡ aIa¡.

Keyr ph - public housing
ld - limited dividend

ahop - assisted home-ownership

DiAgrarn 9 GOVERNMENT HOUSTNG P0LIOTES .â.ND

i.......

\
I
I
t

number of dwelling

n/Y = 25%

ABILITY TO PAY

gross annual income

PROGRAMS AT WORK



enter the sales market,

label-Ied C and A in the

-48-

These households occupy the areas

diagram.

number of units
avaiLa:ol.e/
households with
payment ability

Diagralr 10

available income,
households with equity

ber of units available
at price specified

vailable ineome,
households without equity

price of available unitsr/
cunulative income, households

Sourie¡ Vaneouver City Planning Departrnent,
Quarterly Review, M"yrt974, p.1p.

As house prices increase, the house price distribution curve

wiLl shift to the right. rf household ineomes increase at a

lesser rate, the area of superinposition of the two curves

wilL become smaller. This means that fewer families will be

able to buy a home. Those who can barely afford a house must

then buy one with less value, relative to the whore distri-
bution of availabLe dwellings.

For people entering the sares market for the first time, there



is the problem of down

of tight money supply,

being priced out of the

to value ratio and the

-49

payment required, especially in time

That is why so many households are

sales market by the decreasing loan

increasing downpa¡rment requirement.

The curve of available income of househoLds with equity theo-
retically takes into account also the equíty in the sold pro-
perty. The Yaneouver city planning Ðepartment is attempting
to quantitatively deseribe this curve by assigning particular
equities 'in properties known to have been sold to the i_ncome

group of the household who, in all probabilit¡r, sold it. when

this curve ís superimposed on the curve of availabl_e units by
price, it defines area'B and D whieh represent the potentially
unsatisfied market to households even with equity, and. the

narket only accessible to households with equity at the tíme

of purchasee respectively.

ÂLthough this approaeh can prodo"" .r abstraction of the over-
all sales rnarket Ín an urban areao policy implícations are
vague and attempts are being nade by the staff of the depart-
ment to define or ídentify those groups of people 

,who are

affected by rising dwelling prices, from those affected onì.y

to a small extent to those being excluded. from the housing

market altogether.

:: ì\¡,
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rv. ECONOMETRTC MODEI,S

Econometrie models are economic models using statistical
nethods to quantify relationships between variables. With the
growth in computer technolory and the availability of ready-

made "debugged" prograrns, nany eeonometric models are devel-
oped to test the practicability of theories explaining the

workings of housing markets, Relevance or significance of
explanatory faetors ( or independent vari-ables ) are d.etermined

in the testing process. Responsiveness of dependent varíable
to a change in an independent variable is also calculated. for
prediction purposeso

whenever several variables act i-n common to produce a single
result, multiple regression can help to disentangle their
seperate effeets. rt is therefore the most commonly used

technique in econometric mod.els. A multiple regression equation

is usually presented in the following fom r

Y = a * byt ,z3xL * byz ,L3xz * by3 ,tzx3
Where a is the constant or T intercept and by!,23, by..!3,
and btr,Lz aîe the regression coefficients. rn this equation
there are four variables 

- 
one dependent (T) and three in-

'dependent (xtr xz, *3). The regressj.on coefficients indicate
the unit change in Y associated with
other independent variables included

held constant. This is lmplied by the

with eaeh regression eoefficient, for

a unit change in X, all
in the analysis being

subscripts associated

by'.13 means "the slope
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between T and .x, with x, and x, held constantn. .â, rnultiple
regression coefficient (R) can be calculated, and. a multiple
coefficíent of detennination (n2), to show the closeness of
ihe relatÍonship between the dependent variables and inde-
pendent variables taken together.

since it is the validity of this method or approach that is
relevant to us, one of r. B. smithrs modeLs of the canadian

housÍng market is presented here , !./ However it shourd be

noted that, econometrie results of his other model g/ eonplernent

findings of the stock adjustrnent model as presented below.

.:a-:,al

STOCK ADJUSTMENT MODEL

The general form of the housing stock adjustrnent model con- 
i

structed by L. B. Smith ls as follows , .

(Hs,/ram)x = Nf ( Yd/fam, Yn/Pgner rrn¡ rm - rb, cMHc)t - w(snÆam)t_r.

The per family demand for new housing starts (HsÆam)t is ,,.,,,:,,,:,:i,l

.'.:satísfied in any quarter t if the desired stoek in quarter t 
¡,,,,,:.r.,,:,,

equals the actual stock (Sn/tam)*_, at the beginning of any 
:::":::.:

quarter' It le the stock adjustment required to eliminate the
gap between the desired and actual stoek of houses. The desired. 

:..::.:;::.:.
stock is expressed as a function of per family permanent real ,:'.:::.:,:.:

disposabl-e income (Td/fam), the price of new houses rela.tlve

/ lroi!h'ï,.B. et structure and policy
Performance

g/ snitl't:P. 
^HoÌsing alrd=Yoltse anada, Bank of .:.,: ,.,.CanadaStaffReS'.-.:-.'':'..:..''
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to the price of alternative goods and services (pn/yïne), the
cost of mortgage credit (rm), the availabirity of private
nortgage credit, represented by the yield spread between

mortgages and bonds (rm - rb) r ârrd the volume of dlrect
CMHC mortgage lending (CltHC),

The estirnated housing start regressions are presented in the

following equations usi.ng quarterly observations, t9S?-Lg6?.

(rcr/fan¡* = .089 . .O05OS1 + .00125, +,OOZ3S, + .OO19WW
(3,72) ( rr .85) U+.t3) (5.O2) (e.4a)

.002862mt-1 + .oo1?4(rm-rb)t-l + .0000031+(H)a
(5,t+5) (z,gt) (,9?) 

I':

+ .0000063(9$F)t_1 + ,o3z(ralraro¡r_, .021( pen/psne)t_r 
i(t.78) (3.?t+) (3,25) - 
:.i

:.O82(Sh/farri) t_1 i

( 3.03 )

.00199rnt_1 + ,001?r+( rm - rb) t_1 + . O0OOOZB t ffil,(3.08) ( 2.55) (.?o)

+ .0000111tffi1t_1 + .019(ya,/fam)r_, .013(ph,/pgne)*_,(3.23) (z,tu¡ ( r .4r )

:94!(ph/fam) t_1(L,59 )

]4S? - t+q6?, R2 = ,93, frZ =, .6g, sEE = .oooggr DW = L.g3



- 53-

HS - Total housing starts in thousands of units
fan - Number of families in thousands

t - Time period

Yd,/fan - Peruanent real fanily disposable income in milr- 
,.iions of dollars per thousand fa¡nilies ':

Pn - New NlfL hone price index (t95? = 100) calculated
as the average selling price of new NIIA single 

:.i:detachedr seni-detached, and row d.wellings for i,;'.
owner occupancy 

i',..Pg¡e fmplleit private GNE deflator (tg|? = 1oO) :

nn Average nortgage interest rate

i rb - .â.verage bond interest yield.
r CMHC - Volune of direct CMHC lending in millions of dollars 

i

t'sh - TotaL stock of housing units in thousands
I' Pcn Index of the cost of new NlfA homes (t957 = 1OO) 
i

for new single detaehed. NHÂ dwellings 
i

Ph - Housing priee index (tgl? = 100) ealculated as ana-r¿ E-Évvs g

'..:,s1rs2rs3 - seasonal dumny variables for the first second., a¡d
third quarters respectiveLy

l'tt{ - winter housebuilding incentive program d.ummy

variable¡ taking the value one in the last quarters ;:.,r..,'..,

of t963 to t96S and. zero elsewhere

Âfter calculation of housing stock adjustrnent or stoek dernand
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elastieities !/ wit}r respect

income, 2) relative price of
Il) credit avallabillty proxy,

sunmary form as follows t /

to 1) per:nanent famlly disposable

houses, j) mortgage rate and,

Smith stated his conclusions in

1. rf one accepts a stock adjustrnent model as appropriate
(that is, a constant speed of adjustrnent), housing stock
has a speed of adjustrnent of between ,L? and .?g (an

average of approximately ,Zj), This means that sufficient
. housing starts to elininate hal-f the gap between the desired

and actuar stock of houses occur in approximately two and

three-quarter years. rf we assume an average construction
period from start to cornpletion of just over slx months,

'approximately three and one-quarter. years are required to
reduce half of the discrepancy and just under six years

are required to reduce three-quarters of the d.iscrepancy

between the desired and actual stock of houses.

The equilibrir.rm per family stock demand. elasticity for
houses with respect to permanent famiry d.isposable income

is approximately ,Se, and ,the impact elasticity (one-quarter)
is approximately .04.

Elasticity-refers to relative responsiveness of one variable
!e.9. housing stock. deinand) to change in another variables
f:.9:_mortgage rate)¡ in other wordã, the percentage changeln the forrner variable resurting from a 1 þercenta[e chan[ein the tatter, when the eoefficlent or "r"äii"i;t-;õua1son€r demand has unity elastieity, rf the eoefficient isgreater than 1, demand is said io be elastic. niñ"rry, ifthe coefficient is less than 1, demand is inerastlã]"

g/ snith,L.B. Hous

2,

v

c
Perforrnane e-;-õññ pp ,62-6J .



3. the equilibriun per fanily stock d,emand eLasticity for
houses with respect to the rerative prlce of houses

(Pn/pene) ts approximately -.25 and the impact elasticity
(one-quarter) is approxinately -.016.

,, .,,

ll, lhe equilibriun per family stock demand elasticity with
respeet to the ¡nortgage rate 1s between -.2! and -,2?) 

,.,,,,.and the impact elasticlty (s¡1s-euârter) is between -.OLZ .,,,,,..

and - .O!?.
i.'t''
':. 1

5,Theequil.ibriunperfami1ystockd'.emande1asticitywith
respect to the credit avairabirity proxy (tne raortgage- 

,

bond yield differential) is between ,OZ? and .050, and 
I

the Írnpact elasticity (one-quarter) is ,OOZZ. i

I

.

lhese regression coefficients and the coefficients of erast- :

icíties are estimates of the relationship between variables
and provide the basis for predietÍons, for exanple of the 

,.,,,,,,.

effeet of rnortgage rate variations on housing starts. This ""

kind of econometric model is therefore particularly helpful '',,'.rì'

1n formulating and evaluating housing policies.
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V. FORCASTTNG TECHNIQUES

In addition to regression analysis and coefficients of
elastlcities, there are other techniques and indicators which

nay be used for purposes of forecasting housing demand, housing

supply and performanee of housing market, fn what follows,
objectives and procedures of some major forecasting techniques

are outli.ned.

Forecasts of housing denand and supply may have many purposes de-

pending on their use by the various organization and individ-
ual,s having an interest ín housing as consu¡ners, public

authorities, Í.nvestors, bui].ding industry, and firms producing

equipment and faeilities for dwellings.

A. HOUSTNG DEMAND

In the case of housing demand forecasts, information on pro-
bable denand behaviour of households and their housing pre-

ferenees ean be used by producers and investors in their
decisions regarding the voltuûe of house building, and by public

authorities for taking measures to regulate the housing market

in accordance wlth their housing policíes. Y

The basic components of housing demand for forecasting are

population, net household formation, household characteristics

1r/ United Nationsr -Economlc Commission For Europe, Housing
RequilenqqUs and Demand ¡ Current Methods of .â,ssEsmffi
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(e.g, age of head, family size), and household income.

Projeetlons of these components (under a certain set of
assumptÍ,ons of future rents/prl-ces, housing supply, price
elasticity of housing demandr and general economic conditions)
rnay indicate the quantitative and qualitative houslng require-
nents at various income levels.

current methods of projection applicable to an area experienc-
ing growth in population include r extrapolatlon of past trends
of population growth, lines of extrapolatlon may be modified
according to basic assrrmptions on socio-eeonomic determinants
of the population growth¡ cohort analysi.s (i.e. estimation of
future âge-s€x eonposition of population on the basis of
current age-specific survival- rates and fertílity rates)¡ and
'extrapolation of marriage rates, growth rates of non-family
househords and. net migration as a basis for estination of
net household forrnation d.uring a certaj.n time period. y/ sínce
recent trends of family size and non-family
household size in major population centres indícate a eteady
decline, the eurrent average household sízes are usualÌy
considered acceptable for calculating future dwelling size mlx.

Estination of distributlon of households by incone intervals
and size, and by age of household head at a certain date in

E/ nor -estÍmates of household formation at sub-national levels,see Kirkland, J.S. Demograph:lg__¡lg¡rqçt" of U""ri"*
!986, Staff stu¿Yrffi

,:.:
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the future involves first of alLr estlnation of total .income

of all households Ln a eity under study on the basis of the
baslc or export aetivitíes of the local eeonomy, and then an

examination of past household incorne distribution patterns.
rn the short-run, incorne distribution.is a rather stabre
phenomenon, atthough a gradual process of income redistribution
ls going on, J.eading to the decrease 9f the proportion of the
lowest and highest income groups.

The statistics on households by sÍze, and income courbined, with
assumptions on the ability to pay for housirg, are then used

in forecasting the effective future de¡nand for housing. The

extent of ineffective demand. is also esti¡nated in the processr
Ineome elastícity of demand for housing obtained from regression
analysís of hístorie data can be used to írnprove the reliability
of these demand estimates. The complexity of estimating future
housing demand is systematized by the following flow chart of
the basic parts in demand forecasting. see Diagram 11.

Estimates of future housing demand derived from applying the
above nethodology shoul-d also include allowance for residential
nobility, existing housing shortages, and replacement demand

created by the number of dwerlings which will become unfit
for occupation.

B. HOUSING SUPPIY

Forecasts of resldential construction actívities rely mainly
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on econonetrie anarysis of effeets of variables such as mort-
gage interest rate on housing starts. However, eeonometric
nodels which are so tíne and energy consr.ming may not be

appropriate forecasting tools for builders and srnarl planning
departrnents. Â few simple 'rules of thumb' are presented here
as aids to estiraation of housing starts and housing eornpletions.

"Since shifts in housing starts have both an imnediate impact
on earnings and a deJ-ayed reaction on shelter standardsr" !
research attempts were made at the prairie Regional Office.of
the centrar [fortgage and Housing corporation to eo¡ne up with
proven procedures for forecasting housing starts and complet-
lon in the five najor prairie eentres (namely winnipeg, sask-
atoon, Regina, Edmonton and Calgary). Suceessful and. reliable
forecasting will certainly lead to more effective policy
planning in the field of housing.

l

Âfter examination of historic d.ata on the frow supply of 
j,,;housing, it was discovered that the housing inventory of 
,,ì,builders (i.e. total number of units under construction and. ,'

unlts newly completed and. unoccupied) at time t is inversely
related to the number of housing starts regístered in the
s¿tme time period. Àn explanation for this relationship is that ,,.:.:,

builders may require sale of units buirt before they can re-
finance construction of more new units. rn periods of

1rl tilaiselrs.J. "@luation in Residential con-struction 
,Fõ6'0.
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exceptionally tlght money and/or economie reeession,
absorption of newly compreted housing units however may not
lead to housing starts at a revel as indicated by the past
trends or the inventory-starts relationship. rt is therefore
concluded that the use of this rure o.f thumb requires also
knowledge of the state of the economy, and of the trends in
city planning.

In tirne of housing shortages, what most politicians and

. public officials concern about in housing is the volume of
housíngstarts."0ncethestarthascommenced,concernends"y
Seldom does the length of housing construetion or the number of 

f

i; cornpJ.etions receive the same amount of attention except when j

' prolonged rnaterial 'shortages or strikes are naking headlines j

:

require estimation of housing supply, ways of estirnatirrg Dllh- i

:

. ber of completions are investigated.

1,.,,t .,tt. 
t,.-., 

r-;tt,.,

cornpletions of single detached, semi-detaehed and duplex units . ,,,.,.,.:,
can be assumed to be an exact function of starts six months .::::::::;::!'::

earlier' Âlthough housing units started in winter months
generally take longer time to finish, six months appear to be

. ...: _ : :

.the average J.ength of construction for this type of housing. j'î,'.,.,,,,.::
':Conpletions of row and apartrnent unÍts can be estirnated on the

basis of the size of the project, i.ê. the more units are

1/ Pennis and Fish, programs in search of a. po¿-&y, Hakkert,Toronto,t9?2.p.i.'...:....-..'...:'.....:



-62-

lnvolved, the ronger the length of construction wirl be. This
comeration between size and length of construction can be

extracted fron the registry of dates of'starts and completions
of multiple family housing projects already on the market. I/ ,,,,,,,,

:ì--:::;.::l

A simpler way to forecast compretion of one and two family
units ls to shift the curve showing number of housing starts , ,,.,

six months forward to the right on the time axis to ind.icate .:',:,',.¡,',

nonthly completions in the coming six months. rf ten to f if.teen 
l,::.,:'ri,:

months appear to be the average rength of construction for
mu1tip1efami1yunitslthenthecurveshowingrowandapartment
startscansimiJ.ar1ybeshiftedtentofifteennonthsforward

l

to show monthly or quarterly vorume of compretions within ',

,i

that period..

C. HOUSTNG M¿.RKET PERFORMANCE

There are a few housing narket ind.icators that govern the rate
of residential eonstruòtion, Ân example is the apartment ,.,,.',,i, .': : :

vaeaney rate. A d.ecrease in the vacancy rate (nultiplied by 
.,:,,,.,,,'1.

the apartrnent vacancy survey universe ) in¿icates reabsorptions "''i" '

of existing unoceupied units, while an increase in vacancy

rate means more vacant units of the existing stock and the
. ::¡:: ;:.:.:

newJ.y completed and unoccupied units that are more than six r;:::..:;:':.i;r;l

nonths old. Normally, housing starts will increase if the hou-

sing rnarket is tight, and sracken when the vacancy rate is high.
:

g/ eavancements in buirding technology have not shorten the :l-ength of construction õf single iamily homes to-a notice- ::.i,:; ,;.:

abre gxtento 
";' 

:'.'
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If housing demand as indicated by the current low vacancy

rate is confronted wlth little or no completions (i,e. flow
supply) r ân even lower vacancy rate can be expected. More

reabsorptions in the existing rental market wíll take place

as there will be linited flow supply in the new rental mar-

ket. Statistics on absorptions and reabsorptions in the five
prairie centres indieate an inverse relationship between

absorptions and reabsorptions. rn other words, high levels of
absorption are associated with low levels of reabsorptions

and low levels of absorptions are compensated, by high levels
of reabsorptions. see Ðiagram tz. fhe Line yr (budget line)
and ff (indifference curve) in tire dÍagrarir need to be researched.

further before their use in housing market foreeasts can be

finali-zed.

Diagram 12

reabsorptlons

tions

A+B=
YY-
ff-

total demand
"communityostcommunityts

for apartnents
budget line for apartrnent consumptlon"
decislon or preference"



rf the current level, of effective housing demand. in the apart-
nent rental sector as represented. by the vaeancy rate is known,

the number of new units to be put on the market during the

comíng six nonths will serve to indicate the level of vacan-

cies at the end of the six rnonth period.. predictions of
vacancy rates ean then be incorporated into estination of
housing starts to enhanee the reliabirity of the whole fore-
casting procedure.

6t+ -

1."..::.'a;..';:t::;.-.
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VI. THRESHOLD ANALYSTS

The preeeeding methodologies deal mainly with housing de¡nand

and supply and the housing cond,ition of the popuLation, and

llttre has been said about the physical linitations to the
suppLy of housing. Threshold analysis.is coneerned with such

lÍnitations to housing d.evelopments . Y

Housing suppry is generally expressed as a functlon of cost ,,,.,,

and availability of money, land., rabour and building materiars,
However, threshold. or maximum capacity of a municipal service, 

:

such as water supply or sewage treatrnent, ean exert pressure
thwarting residential construction when the water or sewage

treaünent plant in question is already operating at full cap- 
i

acity. capital investnent and tíme are need.ed for the expan- l

sion of the plant before the service can be provided to the
marginal subdívision. It is therefore neeessary for developers/
builders to find out Ín the planning stages if their servicing ..,.',.

requirements can be met by the municipality in whlch housing i,.,,r.,
::::: : :

developments are to be located.

slnce it is the responsibil-ity of city planning authorities 
,:,:::t,.

to forecast future demand for devel-opable land and municipal :::'::::

see HughesrJ.T., and KozrowskirJ. nurban Threshold rheorv
gn$-SLE-i-9.", Journal of the TownYoL53¡ t9_6?t p-p,55-60. and ,'rnresrrofa ânäIvõIã-- ¿n
Econgnig, Tgof foï e tudies¡VoI.5, t968, pp

!/
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utllítleÈ an¿ to make steps to'meet those needs, threshold
analysis provides the anaLyticar framework necessary for
urban development planning.

This method calls for flrstry, identification of the physical
lirnitations to urban development and secondly, caleulation of
the costs required for expansion of public services and util-
ïties. rt may be neeessary for pLanning authorities to compare

the eosts of improving the infrastructure with the benefits
of urban growth so that pranning of new residential d.evelop-

ment can be made to conforru to the criteria of optimal city
size, y and any adopted regional.development plans.

Fiscar squeeze at the municipal level of government is a maní-

festation of the onset of development threshold.. .â.s uunicipal
revenues eannot keep abreast with rising expend.itures on

muniçipar services, a readily available solution is to slow
down or to restrict urban growth. rhis causes delays in the
approval of proposed housing developmentsr and. contributes to
escalation of housing costs and land. prices. threshold analysis

!/ ln optimal city size is the population level where marsinal
socl-o-eeonomic benefits (of asgtomeration eeonomies) añe
9{ua_r to marginar socio-eeononie costs of urban problems.' see Duncanr0:D. "Optinum size of cities" in Hatt-& Reiss,
eds, Reader in Ur ist of criteria uåedln determining an.optimum citÍ çíze, Â comprehensive summaryof studies investigating the èxistence of economies of scaläin cost functions for lõca1 public'. services ( such as ed,ueat-
iot_t-r police and fire protection, gâsr electricity, reruJà-collection, and sewage plants) is-provided by vI.Í:Hlrsch
"Tle Þupplv of urban public serviees", in peiloff & wingo Jr.
[eo,s., lssues in Urban Economics, Johns Hopkins, 1968.
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thus offers insights into the obstacles to housing suppry,
and it nay well be a more realÍstic approach to forecasting
housing supply and the maximum number of housing units that
can generate enough tax revenues to justify their developurent. U

i

ti 1_ :'-..:.:i::1::

see sternriebrG. et.al. Housing Deveropment and lr/iunicipal
Çosts¡ Center for Urban y,ñît-re? j.

u
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FouR. A HISToRTqÂL PERSPECTTVE 0F rlm STRUCTURE AND

PERFoRMANCE 0F THE HoUSrNc MARKET IN WrNNrpEc,

the foLrowing is a housing narket profite of Metroporitan
winnipeg, prepared for the Prairie Regional office of CMHC

in the summer of L9?3. Given the statistics that were available,
the structure and performance of the housing market in winnipeg

from L96t to 7g?3 were analyzed within the stock flow frame-
work. Housing rnarket indicators were developed to show the
reLationships between demand and supply of housing. However,

analysis of aggregate data,seldon can develop the needed hou-

sing policies and progams at the neighbourhood level.

I. PO.PUT"ATION AND HOUSTNG CHAR.å.CTERISTICS

lletropolitan Winnipeg comprises Jl+,?y'o of Manitobaf s total
population in tg?L eornpared to lL,61l in t96t ltotal population
for the Metropolitan area has increased Ín absolute terns at
a near constant rate during the census period. from tg61 to
tg?t (tg6t tg66 = *i¡1,??ot L966

lable 1.1. As indicated by the total. provincial growth rate
of ltlr38o and 25r78L for the s¿une tíne period,s, winnipeg is
continuing to be a najor growth centre in Manítoba.

The process

rural areas

of

or

urbanization¡ í.ê. the shift of population from

snaller centres to netropoJ.itan areas, together

'1.:: :: .::;i
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with the post-wâr baby boom which is now having its greatest
iurpact in the housing narket, have contributed to an accele-
rated demand for new housing space. .å.s shown in Table 1.1

and its corresponding charts 1.1,1 and. L,!,2, the age groups

which have been growing more rapidly are the younger married,
the singler and the senior citizens of the populatíon.

The number of family formations in i,Iinnipeg was torLza between

l96t and L966, and LzrZzS from Lg66 to tg?I. It includ.es new

families forrned by marriages, undou.bling and in-migrated fam*

lly households. The nr¡mber of non-farnily households forrned.

showed a higher rate of increase from ?,zog in the Lg6t-tg66
period to LLrs]-o in the Lg66-tg?1 period. The nunber of family
households 'as .a percentage of the total number of households

declined from 86.2% ín tg6t to ?g.Z% in l9?t. Moreover, dur_
ing the inter-census period of t96r-tg?1, the average size of
fanily households decreased fron j.9 to l.J persons while that
of non-family households showed a reverse trend, 1.J to 1.8.
(see charts 1.1.3 and 1.1,4) .â.1r this explains partly the
growing preference of the housing population for rental
aceomod,ation as indicated by the rising ratio of rental oceu-
paney to homeownership in Chart 6.!.j,

lfousíng statistics of the tg?t census indlcate a general
improvement of housing eondition over 1961 and tg66. This is
evidenced by a decrease in the number of households sharing
accomodation and/or household. facilitles with other households,
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overerowded'dwelllngs and the average nunber of persons per
room. (see Tabre 1.1) Because of the ambiguity and subjectlv-
ity involved in the evaluation of the structural condition of
dwellings by the occupants themserves, census statistics on

the quality of housing are not inc1ud.ed,.

Maps showing housing conditions can be found in the Detailed Area

Plans. They were prepared by the planning Departrnent of
winnipeg on the basis of survey findings of exterior dwerling
eondition and realty tax assessment figures, Âttempts to update
these maps are being made by both the Flanning priorities com-

mittee of cabinet and the pranning Departnent of the city.

rI. SUPPIY OF HOUSTNG

A. Flow Supplv of Housins

0n the suppJ.y síde, annual new add,itions (or flow suppry) of
sÍngle famíly dwellings to the housíng stock have been propor-
tionately less than that of apartnents (see charts ?.L,1 and

2,L,2). fhe relatively inelastÍe suppry of singre famiry
housing has been driving up prices in the rather tight sales
market, makÍng homeownership more diffícult for an íncreasing
number of fa¡nily households.

Structural changes on the supply

scarcity of servieed land and the

Ion, rislng construction eost and

side, sueh as the artifícial
resulting land price lnflat-
the general inflation, have
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thwarted private housing production of a qualitative coü_
position and at a scare that could, arleviate the demand pre-
ssure in the housing marketr êspecially the sector of low
cost housing for homeownership. ,: :::

:1::;:ìt.j

Table 2.2 shows the rising trends of the consumer price index
and its housing component (which includ.es rental shelter and. 

:,,:,,,,,,,household. operation only). Fron its base of 100 in 19ó1, the ,''.,,,'l,,:,

general consumer price index climbed to L3s,5 in L9?2, while 
;.,,,..',,:
t"ttre housing component ind.ex rose to Lzo.6 in tg?z from 100 i

in 1961.

j The annual average selling price of new single d.etached dwell- i

ings finaneed und.er N.H.¡.. and sold by builders has been in
1the neighbourhood of Ûzzr000 for the last five years. The annual I

laverage resale price of existing houses, however, has increased :

fron $r3rg?g in tg6? to g1gr5?g in tg?2. see Table 2,2. priees
f new dwerlings for sale in the private market are not avail- .,,:,,i.i,:,,,

'j':.: 
.able for comparison, however recent exper5-ences indicate prices r,,,.,,, ,

r- . : .

are skyrocketing and. most houses were sold in the range of "" "".'''j

gz5,ooo to g4orooor

The average down payment on new NIIA single detached dwellings '. ''-':.,'.'

dropped from the L96g-Lg?O leve1 of g4,300 to $3,400 in Lg?t
and t9?z (see îable z,z) whire the average g?oss debt service
renained Ín the neighbourhood of $2 rieo. These eost movements
are accounted for by the lowering of the NIIA nortgage interest ,:: ::,,
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rate (Chart 2,2.8) together with the L9?Z amendmente to the
National Housing å,ct.

rn August t9?2r the maxímurn NlfL loan for single-d.etached, seni-
detached and fanily row-housíng units. was raised from $e5rooo
to $3orooo for new construction. The loan ratio was set at
95fr of tending value. rn additionr the calculation of a

boFowerrs income now ineludes a portion or all of the spousefs
incone in order to estabLish a gross debt servÍce ratio of
3o1ß, up 3ø frou the prevÍous GDS ratio.

since there is no resÍdential eonstruction input price index
for census metropolitan areas, average cost of new NIIA financed
single detached dwellings as estimated by loan applieants,
either owners or builders, is used to show the iising trend.

of land and eonstruction costs (see lable Z,Z'). The average

estimated dwelling cost rose bv $4roo0.fron $19r 6?b in Lg6g

to #z3r69t in t9?2, although there had been a reduction in
the average floor area of the units in response to a decline
ín fa¡nily size of the average NllÂ home purchaser. The average

land cost estirnate inereased from $4r160 to $5r190 in the
same time period while construetion costs on a square foot
basís rose from $t3.gj to $1?.00. (see Explanatory Notes of
Tabre 86 on Page 98 of the canadian Housing statistics, tg?z)

Land cost as percentage of the total dwelling cost estimate
however remained in the neighbourhood. of zt/( during the past
five years, indicatlng a rather constant rerationship between
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the two cost components, Iand, änd buÍlding.

B. Stock Supply of Housing

The lack of statistics of stock ad.justment on an annual basis,
i.e. the nr.¡mber of net additions to stock by eonversions, poses

a problem in calculatÍng annual housing stoek and consequently
restriets stock flow analysis and narket performance evaluation
to be conducted onry on an intercensual basis Lgs6-Lg6L,
tg6t-tg66 and Lg66-Lg?L.

The following table outlines the different cases which may or
may not requíre a conversion permit from the planning Depart-
ment, rt can be seen that the registration of a conversion
does not necessaríry result in an addítion to or a reduction
in the housing stock.

III. HOUSTNG MONEY MARKET

The prices of money and alternative Ínvesünent opportunities
(with higher yield, shorter maturity and more liquidity) affect
the cost and availability of mortgage credit to both the hou-
sing suppliers and consunersr âDd subsequentry housing starts.

Mortgage interest ratesr âs weLl as bank

surged upward in the latter half of Lg6g

lnflationary policies, and reached their

rates and bond yields
as a result of anti-
highest peaks in the
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tg6g-t9?0 period' (see Table j.t and charts 3,!.1-3.1.4) The

rather tight noney market situatÍon depressed all t¡rpes of
housing starts except row and semi-detached units which in
aggregate elimbed to its all time high of 1 1635 starts in Lg?o,

rn tines of general price infration, restrictive fiscal and.

monetary policies appear to be incompatible with an expan-

sionary housing policy which aims at stimulating housing

demand and supply by extending easy and relatively low eost
credit to both housing consumers and prod.ucers. However, the.
co-exístence of high unemplo¡rment and infration may require
a selective control of credit¡ Í.ê: to curb excess demand. and

consumption of some other goods and services whire ensuring
adequate fund.s availabre at low enough interest rates for
housing production and consumption.

With the èxpansion of the Âssísted Home-Or,¡nership program

which provides to those who qualify, an annual grant or $3oo

and a 95y', Loan to amortize in 35 years at ? S/B1l interest rate,
the soeial-economic pressure for row cost mortgage loans and

the rather tight housing money market can be relieved.

[he role of government in the financing of new houslng through
cMHc is indicated by the ratio of NHÂ financed housing starts
to conventionally financed housing starts (see Table 3,2),
Non-NHÂ lenders had been responslble for a large position of
new residential constiuctlon prlor to tg?o. The introduction
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of four special housing progr¿uns by OMHC during -Lg?o-Lg?L is
refl,eeted by the ratio which rose from 0,63 ín Lg6g to r+,5g

in L9?2.

URBâ,N I]AND SUPPLY AND DE\IELOPMENî

The map showing historical growth pattern in the Metropolitan
winnipeg Deveropment Plan serves to illustrate the spatial
eonfiguration and age composition of all buíldÍngs and

structures established up-to Lg66. -land developments from
t966 to tg?3 can be seen by comparing the afôrementioned map

with the L973 nap of t{innipeg (prepared by surveys, Mapping

and r,ands Branch, Departrnent of Mines, Resources and Environ-
mental Management, ìvinnipeg).

The ownership and avaiJ-ability of serviced or developable

land influence to a large extent the volume of new residen-
tiar construction and price/renl structure of the new units.
The Pl-anning Deparünent has designated areas which wÍIl be

available for residential deveropment ín the next five years
as ïA Areas"r and areas that wllr be ready between t9?g anð,

1985 as "B Areas". Total acreage a¡nounts to zlj-?o in Â Areas
and 8r4J0 in B Areas, making up a grand total of 10,620 acres.
I' nap showing the distribution of A and B Areas can be obtained
fron the Planning Depart¡nent.

The land ownership pattern is strongly in favour of.large

-76
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developersr/uuitaers who hold 54fr of A Areas and 24% of B Areas,

whi1e the city own t9% of A Areas and a meager L% of B Areas.
(See Tab1e 4.1) In aggregate, large developers/builders con-
tror 30% of tþe residential land supply in the next ten years

whiLe the city commands only S% of this rand inventory.

The number of residential lots in January Lg?3 plus the num- 
,.,,,,,.,

ber of serviced lots that are expected to be eoming on the ..,.',...,,

land rnarket in tg?3 yield a total of 31380 rots, and they are 
.,1,,,,,,.,,

selling in the range of $95 to $f 3.J a frontage foot, . -. . l'.' ''"

V. ECONOMIC BÂSE
I

i

rhemeaSuresinTabIeJ.1arese1ectedtoindicatetheper-
iformanee of the locaL economy as it relates to demand for 
l

construction and residential development. In ord.er to deterrnine

whetherthe1oca1economyhasbeencond'ucÍvetonewresidentia1

construction and perhaps renewal activities, the folJ-owing 
,;,1:,,,:,.,

factors must be considered together with the cost and avail- i,l...1i.,

ability of land, building materíals and money as discussed in "..',ì'-".'

prevÍous sections.

1. the roLe and efficiency of the rnunicipal goverrunent in the
,:..1:.,.: ,:;::',provision of servi.ees to new subdivísionsi 
::,:::::..,.

2, The size of labour force and the rate of unemployment;

3, The level and distribution of household incomes.

å'n atte¡npt was made to forecast future housing demand by
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retating population growth to a 0.1 rise in the emplo¡naent

ind,ex (of firrns with ZO or more employees). ff the tg66-Lg?t
trend were to contihuê¡ an increase of 0.1 in the emplo¡rment

index would represent a population growth of 543 people. How-

ever, a change in the mix of economic activities and demo-
graphic characteristics¡ êeg, population nobility, nay in-
varidate this method of housing d.emand projection,

VI. PERFORMANCE OF HOUSTNG }IARKETS

the strength of housing denand and the responsiveness of
housing suppJ-y in neeting dernand are measured. by the follow-.
ing indícators:

L, Absorption Rate - defined as the number of new sares and

rental- units absorbed as a percentage of flow suppry in a

tine period. The formulas for calculating absorption rate
on a nonthly, quarterly or annual basis are¡

a) Monthly .â,bsorption Rate

FSr=NC&tJt+Cz

AZ=ffiZ-NC &UZ

AR2=þ- Loofr'"2
where FS = FIow Supply

NC & U =_ Newly cornpleted and unoceupied
C = Completions
A = Âbsorptions
ÂR = Absorption Rate
2 = of month 2



b) Quarterly Absorption Rate

FS,n, 
516 = NC & Uj * C4rSr6

A4rsr6= FSr*r5r6 - wc & u6

,5,6=ffi,r*Looi-
where l4r5ró = of months 4r5, ø 6

e) Annua1 .â.bsorption Rate

FS=NC&U12ofy_1+Cy

Ay=FSy-NC&UlZofy

o*y=fi* rcof"
:

wherey=yeary
12 of $-1 = of month 12 in a year prior to y 

,

lÌ:::

j

i

2. Ø Sales i stines - d.efined as the nurnber of sales as a 
i
ipercentage of listings ln a time period. îhe fo¡rnulas for I

calculating the rate on a quarterry or annual basis ares
;t,t'.1"ìa) euarterLy y'" saLes/r,istings = s4r5 ,6/Lur5r6 x too4,o ,1,,,,,
,.j,.:._:::..

:::-:lU3=t3-t3
NL4=t¿l-U3

Lrrrsr'= u3 * *Lrnrir6

where U = Unsold listings
L = Listings
S = Sales
NL = Additions to Listings
) = of "month 3
¿+r 516 = of rnonth br|, e 6
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b) Annual lE Sates/tistings = s/t , x toofr

Ly = u12 of y-1 + NL,

wherey=yeary
t2 of y_1 = of month 12 in a year príor to y 

..,..; ,,,,,

rt should be noted that not all house.s are resold through the
nultiple listing servi.ces some are sold through excrusive
lístings while others are transferred without going through 

,¡.;:;:;:: ,.

real estate agents. lhe nr¡mber of listings entered into the "',','"''."' 
r'

resales narket may be reduced by being delistedr thereby :,:::,::,, i,:
: -.t -.'-.

lowerÍng the nr¡¡nber of net additions to the multiple listings
service. Furthermore, sales of existing houses for red,evelop-

nentorothernon-residentia1useshavetobetakenintocon-
sideration when interpreting the saLesr/tistings percentages.

3, Quarterry Housing Market rransaction Rate - defined as the
totar of absorptions and sales as a percentage of flow supply
and Listings dver a three month period, to measure the
aggregate performance or tightness of the resaLes, new sales 

'.,;.,;,,,,.:,;,.,i:- :. .: .. ....

and new rentaL markets,

lhe above indicators are meaningful onry when they are

interpreted in conjunction with their base figures¡ ioê.
totar frow supply or listings ln absolute te¡rns. rn other .: :.

a-t':..'.--,,'.:''l _: :'_

words¡ a high percentage d.oes not necessaríly infer a :r:":rr;'r'r'

Large volume of absorptions or sales.

4, Apartment Vaeancv Rate - expressed by
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* rcon- 
ïf,"'iîåii::""
of the rental
market.

5, - change in starts per 1OOO .,,..1.,,.

incbease in population be-

tween two census years.

6. - change in starts per 1O0O ..,1,,',

inerease in households be- ".''ì

: .,t. 4 ,:'tween two census years. ,., ..,,

?. ACompletions 1000 population 
:

i8. A0ompletions 1000 Households
i

9, AAbsorptÍons,/A1ooo ttouseholds

I

For market performance indicators (il - g), cumulative starts i

betweenr sâI/ t96t and, Lg66, is caleulated. by adding one half l

of starts in 1961 and Lg66 to starts between L96z anð. tg65. :

Mo-bile units of the housing stock are not included in the ,,.,...,.
l:-1 - :'

calculations. The difference between values for Índicators ,,.;.,',,,, r,,

(S) and (9) yields the ratio of Aruewty Completed & Unoccupied 
; :';:'¡:

/Anoo Households for the same inter-census period..

.. ..-.jj:::

'The following ratios are attempts to quantify physlcar housing .''r.,..,...i

need on the assumption that each household. should possess one
dwetling unit, OvercrowdÍng and the quality of housing are not
considered because of the risk of double-counting and the lack
of meaningful'measures for housing quality. ,,,,..,.,,
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10. Oceupied. Dwellings,/Households - ratio of occupied
dwellings to number of households (derived by undoub_

ling households with two or more famÍlies).

11. Housine stoek,/Households - ratio of total housing stock
to nr.¡nber of households.

rn order to alLow for household formatíon, und.oubling, rê-
sidentiar rnobility and repraeement of demolitions, urarket
indieators (6), (8) and (9) must show a value weLl above 1000,

whíle indicators (10) and (11) must be eonsiderably higher
than 1.

L2, Rented q'ned - ratio of rental occupancy to honeownership.

!3, - ratio of public to private
stsck of housin€.¡

Indicators, in particular (B), (9), (11) and (LZ) together
with the eharts showing average prices of new and used houses,
household income distribution and the qualífying incomes under
the various government housing programs can explain to a large
extent the affordability or economic accessibility of housing.

ås shown in Table 6.!, annual flow supply increased. from 3s5z
units in L96? to the reeord hlgh of Bg41 units in 1921 while
annual absorptions rose from Zgt+S to BZZ} in the same period.
AJ-though the flow suppry of housing d.ecJ.ined from its peak in
t9?t to 7700 in t9?2r the number of absorptions (ZtSl) was



high enough to yield an annual absorption rate of 92.9y'o,

since about half of the annuar flow supply had been made up

of apartrnents prior to L9?z (see Table z.t), absorptions in
the last four or five years were mainly that of apartments

Ín the rental narkè't.

lhe number of listings entered into the resales market has

been on the increase for the last few years, from 3gzg in
Lg(rB to JB1l in Lg?z, signarling a combination of firtering
d.orvn, residential rnobility, speeurative profiteering and a
tight new sales market ( see Tab1e 6,2). A.nnual sales also
experienced a rising trendr üp from 3662 in 196g to 55zo in
Lg?Z' The fact that annual sales as a percentage of annual
listings remained in the neighbourhood. of g5% índicates that
the resales market was rather tight during the Lg6B-Lg?z per-
iod. rhe new rental, sales and. resales markets combined also
showed sinilarly high rates of housing market transaction,
around 95% duríng t)68-Lg?z except for L9?o when there was

a sharp increase in the flow supply.

The apartrnent vaeancy rate stood at L"5% between tg6? and tg6g,
The tlghhress of the rental market prompted the supply side
to respond with a large injection of housing starts, particu-
1arly of apartrnents which amounted to 6180 units or 6g,bu%

of all starts in 1969 (see Tables 6,! & Z.!),

.â.s shown by indicators (il (B) in TabLe 6.3 and Charts 6.3"2.
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- 6.9.5, frow suppty of housing increased at a faster rate
than population growth and household formation over the two
inter-census periods. The number of completions per 1000 in-
crease in popuLation during Lg6t-tg66 was larger than that of 

,,,,,,,,:,:the L966-t9?1 periodr suggesting a larger volume of household '::':)

formation and dwellings under construetion in the latter period..

,', '.,rndicators (10) and (11) show improvement of housing supply 
't,,,,r,

in satisfying physíeal housing need (as defined earlier) 
,,,,,i,
,...:. 1.: .between t96t and tg?L (see Tabre 6.i) while the rising ratios ; r:

of indicators (tZ) and (tÐ offer a partial explanation to
this improvement of supply relative to physical housing need. 

i



ÎABLE 1.1 POPULATION AND

85-

HOUSING CHARACTERISTICS

1961

475,989
92L,686

;:::,1.;,-.4.--:.:;.:,:r.;::::::::i:;:::ì:ítì1:".; ì-l:t.f::,"i::-l:l:,¡l¡:ri",-rj:::

L97t

54O,262
988,247

Male Female

Total Populatfon, Metro Area
Provfnce

Sex

Age Group: 0-4
, 5-g

t0-14
15-19
20-24
25-29
30-34
35-39
40-44
45-49
50-54
55-59
60-64
65-69
70-74
75-79
80-84
85-89
90-94
95+

Population

Sfngle Persons
Sfngle Persons Aged 15+
llarried
Wldowed
Divorced

Average Number of Children (faní1y)
Average Number of Persons (Family)
Average Number of Persons (Non-Family

Household)
Average Number of Persons (Household)

lotal Occupied Dwellíngs

SÍngle Detached
Sfngle ^i\tÈached
Apartment
Mobtle

Owned
Rented

Total Households

Non-Farnily
One Family
Tr¡o or More Familles

Average Number of Roorns/Dwe11ing
Average Nurnber of tsedroons/Dwelling
Average Nunber of Persons/Roonr

Households r,¡lth Exclusfve Use of Flush
Tof 1e Ès

llouscholds wlth Excluslve Use of llath
Or Showcr

Female

1966

508,759
963,066

I'fa1e FemaleIale
27,065
24,672
21,310
16,119
15,862
16,851
L6,637
17,005
L5,L92
14,044
LL,754
9,59g
7,967
6,7gg
6,259
4,383
2,108

794
190

27

234,637 24L,352

26,017 24 ,535
26,209 25,27r
24,266 23,277
2L,628 23,r44
18,848 20,376
15,547 16,015
15,602 15,465
15,563 16 ,519
L6,L95 17 ,793
r4,532 15,5gg
L3,493 14,654
11,076 L2,048
8,835 9,720
6,855 8,012
5 1647 7 ,2r5
4,403 5,292
2,677 3,221
1,071 1,363

250 42t
44 88

248,757 260,002

244,666
95,098

233,728
27,901
2,564

1.6
3.9
I.4

3.4

143,710

97 ,L75
5r9ol

40,442
L92

91,007
52,703

143,710

24 tgOO
115,717

3,093

2r,g5o
25 ,430
25,370
25,L85
25 ,720
20,3gO
tr5 ,845
75 ,255
14 r 815
15,465
13 ,550
12,670
r0,080

7 ,810
5,450
4,090
2,750
1,455

380
75

2r,270
24,360
24,6LO
25,690
27 ,290
19 ,995
15 ,655
14,980
15,610
17 ,L45
14,890
L4,32O
11,450

9 ,345
7,].9O
5,795
3,960
2,I50

640
155

263,750 276,5L2

25L,245
L08,250
253,700
29,rg5

6 ir25

1.5
3.5
1.8

3.2

166,480

105,565
8,100

52,465
350

98,375
6g,105

166 ,665

36 ,4 10
127 ,945

2,3r5

5.1

0. 62

160,785

158,835

25,807
23,536
20,971
17.,267
17,608
]-6,286
L7 ,'Ú4L
!8,562
16,054
L4,977
L2,5r3

9 ,948
8,440
7 ,587
6,664
4,554
2,290'927

276
60

223,480
80,119

226,000
24,4r9
2 r0g0

1.5
3.9
1.5

3.6

128,530

90,4r2
6,27t

31,666
181

85,831
42,699

128,532

L7,692
105,597

5,243

4.9
2.4
0.73

111,377

113 ,791,
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Table 3.2

MORTC.AGE FIT{ANCING OF HOUSII{G STARTS

Starts

NON-NHA

N.H.A.

NHA tO NON-NHA
Ratio

..:.:..:.:.1:..

1961 Lg62 1963 Lg54 1965 Lg66 i,i.:i,',:i

4rI87 2,957 4,5L9 4,Lgg 3,ggg 2,992 ,,,:.,_,1
:.. . - .1.

2,283 Lt475 2,799 L,877 2,L72 L,753

I,9O4 I ,392 L,73O 2 ,3L2 L,726 I ,239

I

0.83 0.s4 0 .62 L.23 0 .7s o .7r I

l

L967 1968 Lg6s L2l9 L}TL Ls72

3,2L6 4 ,7 39 g, o3o 6,66L 7 ,7 26 g , L34

2,L9L 3,L29 5,544 2,2g5 l,gla 1,633

1,025 1,610 3,486 4,376 5,852 7,sOL .,t,.:;

'''
o.47 0-51 0.63 r.9l 3.L2 A.sg i:'t,,:,",'
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,Table 6-1
':.:.'':' ¡ABSORPTIoN R,ATES e ÀPARTMENI VÀcAI\¡cY RAIES

Publicly ard privat,ely
-Àbsorption Initiated ÀparrmentYear guarter Flow Supply Àbsorptions Rate t 'Vacanq/ Rate June (Dec.)

1963 3.81964 5.6
1965 4.91966 3,978 3,522 90.g2 : .: :.'

..:_ 
-: :.::l_ t,392 76L 54.67II L.972 I,061 53.BO 4.LIII 1,356 904 66.67rv I,L52 796 69.10

1967 3,552 Z,g4S 82.91r 605 2A4 46.s4II 9O7 564 62.18 I. 5 ... ;.;.
IIf 1r 159 ' B9S 77 .22 ,,,,,,t,,,,IV 1,809 L,2O2 66.45 ": :1'

1968 4t222 4,o2g 95.41 ,':,,'.1'.,f Lr2G9 929 23.13 ,t,''..','.:,..

II 1,310 891 68. 01 I.5III 1,488 I,2O5 80.98rv I,198 1,004 83.81

1969 5,929 5,590 95.90r 1,538 L,226 79 .71rr L,4L3 g57 67.73 r.5IIr 1,776 L,623 91 .39rv 2,023 L,784 88.19 (1 .6)
' L9TO 7,296 5,856 80.93

. I L,272 708 55.66 
;rr 1,318 865 65.63 2.5III 3,259 2,113 64. g3

rv 3,550 2,I7A 6r .13 ( 3.3) 
l

,1971 8,841 8,228 93.07r 3,607 L,927 53.42rr 2,78L 1,618 58.18 3.4rrr 3,O2O 2,492 B2.1g .-,.,..:,i,:,
IV 2rBL4 2,2OL 78.22 (5.5) ,,'. j,','

. . -: :. .:..L972 7,7oo 71153 g2.go ,,', ;,.,,;;.,f lrgt7 1,119 61.5g ::.:::::.,t,;,

Ir 2, 115 1,488 70.3 5 5 . Irrr 2,681 2,075 77.40rv ' 3,018 2,471 81.8? G.2)
1973

r 2,612 L,gg{ 76.34
II 3.9 .i-:.:..:r:'
III 1,'.t,,,,i,,,
IV
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. Table 6.2

I

t SALES,/LISTIIiGS ÀND HOUSING I4ARKET TRÀNSACTION RATES

t Sales,/ Sales & Listings c
.Sales Listings Listings ÀbsorpÈions Flow SuoolvYear

t967

1968

1969

1970

L97L

L972

L973

Quarter
Housing Market
Transaction Rate t

¡
II
III
IV

I
IT
ITI
IV

I
IT
III
rv

r
rI
III
IV

3,380
630

1, llg
1,003

629

3,662
775

1,097
L,O2g

76L

4,000
873

|,279
1,108

740

4,235
L,9O2
1,r73
L,26L. 899

4,95O
1,113
1,561
1,359

918

5,520
L,z]-g
L,720
1,606

97s

1,45L
1,719

1,498
1, 436

804

. 3,829
L,067
L,426
l,3oo

928

4,]'48
L,2L8
1,503
L,4L4

888

4,448
L,269
I,699
1,730
1, L12

5,L17
1,663
1,959
1,830
1,085

5,811
I,66L
2,I7I
2,001
L,239

l, ggl
1,969

7 4.63
69.85
78.23

95.64
72.63
76.93
79.ts
82.00

96.43
7L.67
85. 10
78.36
83.33

95. 21
7L.L4
69.04
72.89
80.84

96.74
66.93
79.72
7 4.2L
84.61

94.99
73.39
79.23
4o.26
7A.69

77 .I4
87.25

6,325
914

I ,692
l, ggg

1,831

7,690
1,700
1, ggg

2,234
L,765

9,590
2,o99
2r236
2,73L
2,524

10,091
1,610
2,O3g
3,37 4
3r069

13,178
3,040
3,L79
3,940
3, I19

L2,673
2,339
3,2O9
3,681
3,446

3,445

2,4O5
2,595
2,613

8,051
' 2,336

2,7 36
2,788
2,126

9,977
2,756
2,916
3,190
2,g]-.l

11,684
2,54O
3, 017
4,999
4,662

13,958
5,27O
4,739
4 r950
3,ggg

13 ,5 11
3,478
4,286
4,692
4,257

4,493

69.94
73.L4
70 .o7

95.52
72.77
72.66
B0 ..r. 3
83.02

96.12
76.16
76.68
85.61
86.71

86 .37
63.39
67 .55
67 .63
65.83

94.4I
37 .69
67.08
79.18
79 .99

93.80
67.22
7 4.85
78.62
80.95

76.67

I
rI
ITI
IV

I
II
rII
IV

I
II
ITI
IV
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FIVE. PLâ,NNTNG OF GOVERNMENI HOUSING POLTCIES .â.ND PROGRAMS

lfhen the housing narket fails to take into aecount spillover
benefits of housing production !/ and produees insufficient
volune to meet societyts needs, ?/ government action becomes

necessary to adjust the non-optimal output levels generated

by the imperfectly operating free market. This requires first
of atl an assessment of the housing gaps, and. then derivation
and serection of policies and programs that can effectively
elose the gaps.

what the federal government hopes to aehieve in the field of
housing is "to ensure that every canadian is abLe to exercise
... his soeial right 

- 
the right to good housing at a

reasonable eost in a decent community environment.,, 2/ Ít
goes without saying that this nati.onal housing objective can
be attained by making adequate housing availabre, at reason-
able cost, in required variety, at a suitabre quality, and

at desirable locations.

The market anarysis stage of the housing planning process as

discussed in the first half of this thesis helps to identify

l/ n+ypl"g of social benefits ?re ernplo¡rment effect, incomeeffect (or.multiplier effect) and õiner non_quantífia¡leenvironmental efiects.
fn particular the need for low-income housing.
Hon. Ron Basfold, speech to Regional TrÍ-level conferences,Peterborough, lútay 28, tg|3,

?/
3/



1,20

the kinds of housing that are.insuffícient, the groups who

are in need, and the loeaLities where the needs exÍst. With

the aid of policy-oriented rnethodologies, such as the Macro-

Micro and submarkets å,pproaches, existing housing policies
and programs can be evaruated and new ones developed within
the analytieal fra¡neworks.

I N ì'N OTERVTEW OF HOUSTNG POI,ICTES ÂND PROGRAMS

rt should be noted that no one program offers the solution.
Prograrns are sinply instruments employèd singly or in eom-

bination to achieve certain housing objectíves. However '...
withþut better market understandíng, there is danger that
public actions will be frequently blunted in their intended
effects, that some of the results may be the reverse of those
intendedr or that rside effects' wiLl create new and difficult
problems requiring further publíc attention," !

A good example of conflicts or unwanted effects of housing po-
licÍes is rent control, which stabilizes rent increases for the
benefits of the lower-ineome renters on one hand, and discourages
the suppJ.y of new rental units on the other. Rent control in the
province of British Columbia has contributed to se,vere apartrnent
shortages in vancouver (a vacaney rate of 0 ,L16 was recorded in
Deeember, t9?4), It is therefore inportant to understand the

v ll:ll_11:b'$. . , centre for urban poticy
Xesearch, Rutgers University , NJ. 1966, p.3.
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nature and purpose of indlviduar programs so that when

exísting instruments are applicabler, ãrr appropriate mix can

be struetured to fit the tine and the circumstance.

There are basically two kínds of programs ¡ demand strategies :" : :r'::"i;i

and supply strategies, programs that have a direet effect of
inereasing the houslng consumption power are demand-support

i,.:.. ,.,'..':,r'.
strategies, while programs that stimulate and generate more i:.,.;,,;',..,,,.,

housing supply are supply-expansion strategies. These strate- ],.,,1,;,,:,,,,,,

gies or prograns are classified and summari.zed in the follo- i':'':"" 
"""

wing table forn. lJ rheir nain objectives and financial im- f

plications are also ÍdentifÍed. i

i

i

Demand strategies and sr.lpply strategies alîe equal.ly important 
i'in stabilízing the cost of housing. There must be timing and. i

:balgnes between the two kind.s of market interv"rrti-o-r, in order ,
¡\v u +^Á vv- Y 9¡¡ v¿v¡¡ t¡¿ v¿ (¡Etr

that one complements the other to produce the desired, levels
.of housing supply, housing consumption and. housing cost. For 
;,;,,;,,.,;,,:,,;r,,

exampJ-et if the housing gap were to be narrowed by making 1 ,,, , ,.,.'.
;: 

: :r: :,:,i :;r.: ¡ ;,',direct,pa¡tuents to low-Íncome families without increasing the :r::::. :i::

. supply wel"l in advance, the sudden increase in effective d.e-

mand would merely drive up the general level of rents to the
benefit of the rental property owners . 1.,,,,.,,.,.',;::f;

t.--,_1.: :. : -.

/lasedon-theChart..Pre1im?ryHousingProgranAna1ysiS..in
ÏorkíngPapers¡Vo1ume1by-the0ntãrioÃ¿"isòryfasrForce on Housing policy, tgbr pp,t]'-L? o
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.OBJÐCITVE TI,]PLTCÃrIONS
DE

1.,2 ? T S A BEMARKS
I

2')

A. TNCoME REDTSTRIBUTÏON

1) Shelter Cost Rebate

3) Interest SubsidY

t+) Direet lending

Guaranteed â.nnual Income To assure a minimum ineome and allow
Iow-income people to decide for then-
selves how much theY want to sPend

i

To allow deduction of rent or mortgager X X X

narnnents in accordance with some tax
iebate forrnulas on ineome tax returrlso

1) ft has advantages of ad¡ninistrative
simplicity and universal partici-
pation. Howeverr the tax rebate may
not be spent for better housing.

2) Freedom of choice;by lorv-income peopì-e
may invalidate thr rent to income rat-
io as an indicat

When construction is limited by lack of
materials, labour or building capacityt
liberal eredit is nore likely to push
up costs and priees than increase
production.
The net effect of the subsidy in time
of ínadequate supply may simply increase
the effective denand for housj.*g' and
thereby bid up prices.

It is questionable whether the grants
have the effect of reducing the end
price of the home to the Purchasero

.â, short-run measure in time of adequate
supply of rental units.

X X X A short-run measure; extended rent
control leads to restrieted supply
and degrading housing quality.

1) å' property tax eredit plan or rebate
scheme that is tied to income will
have more desirable income redistri-
butive effectsc

B. MORTGAGE MONEY

1) Mortgage Insurance

2') Liberal,ized Lending Tenns To increase the minímum loan to value
ratioc the l-oan maximum and amortiza- i

tion period so that downpayrnent re- 
i

quirerìrent and. rnonthly carrying charge{
are reduced. 

i

To lower the cost of borrowing, and 
I

hence housing cost to buYers and 
Irenters, '

To provide first or second mortgages 
I

below market rate to home buYerso I

c, qITANT

1) Universal Capital Grant To lower the cost of purchasing new
housing units by means of a lump sum
grant to buYers.

2) Selectíve Capital Grant fo lower the cost of homeownership
1., ___ for special groups 
i

D' RET.' |UPPTEME*' äïrîËl:ååå',;"îiålå"în3îi"i:H"Tn" i

x

2)X

3')xX

5) .A,ssisted Homeownership To provide families with 1ow eost
mortgages plus direct assistanee

ÍffiîiäË:"å"H"1ffi'åilu'ä;Ë:l'o'"'* -

X

xx

F. TAX,¡LTTON

1) Property Tax Reduction
2) Tax fneentive

( Registered Homeowner-
ship Savings Plan)

To reduce property tax. X

xfo allorv deductions under the plan of
up to $1000 annually from taxable ín;'
come to a max.imum of $10,000 per tax
payern for the purchase of his first

rent and seared-to-
To establish ceilings on rent
increases.

home.
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IITIPLICATIONS

PROGRAM TYPE DESCRIPÎTON REMÀRKS

A.
1)

MORTGAGE LENDING

Non-profit Housing
(Limited DividendJ

2l Co-operative Housíng

To provide non-profit organizations (or
builders) with long-term and low cost
loans to build rental housing units for
low-income, elderly, or handicapped
persons.
To provide building and
sine eo-operatives with

Xx

x
2) It may not be easy for interested per-

sons to get the necessary organization
and manaserial skilIs.

continuing hou-
low cost loans.

B. PUBLTC HOUSTNG To provide loans and
for the development

grants to provinces
of public housing.

X Public housing proieets require special
consideration of their size' locati-ono
deslsî and community faeilities.

C. MUNTCIPA], SERVICES To provide loans
palities to help
sehools. ete.

and grants to munici-
provide services,

XX

D. PUBLTC LAND .ê.SSNMBLY

E. PLÁ,NNINq CHANGEq

1) Development Approval

2) Change in Standards

1o provide loans at a preferential inte-
resi rate to provinees ano muni"iprilti"qfor assemblinþ and servicing land. 

I

To speed land development approval pro-
eess.
To reduce land developrnent standards,

xX Outright competition with the
sector in land assembly will
land prices.

private
bid up

2) Provineial iniervention is required for
setting mininum standards.

ÀND LAND BANKTNG
ASSISTANCE

X

1)

2)

t\. ,

X\,.
\\

'\"
X ",.'

F. IMPROVTNG EXTSTTNG
STOCK

Rehabilitation
Assistanee
Neighbourhood
:fmprovement

To provide funds to renovate inadequate
and substandard housing.

to munici-
older re-

groups

self-

1) Â grant to
ably príced

first-time buyers
new houses is an

of reason-
aLternative

G. TAX- TNCENTTVES

1) Building S{aterial Tax To reduce or remove the building mate-
rial tax.

2) Depreeiation Allowance [o increase the tax shelter of invest-

dividuals and organizations undertaking
research or developmental work whieh aim
ed at lmproving housing and urban affai

X

Keyr 1.
2ç3

3,
F
I'

S.

To meet physical housing need
To meet general financial housing need
To meet financial housing need of speeial
Program with financial impiications-
Program with financial implications, but
supporting or income producing
Admin istrative action only,A.
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slnce it takes tlne for the housing supply to respond to
changes in demand, both the short-tern and long_terrn effects
of government intervention in the housing market have to be

considered. For example, to lmplement rent eontrol without 
¡,,,,,,i.;,,,,,;increasing supply nay benefít rent_ers. in the short run, but

wiLl restrict suppry of rental units and decrease housing
quality in the 1ong run. y

i ,.,::.i,:, ,.,'...,

i . ..

Planning of programs for poorly housed Low-income fanilies 
i,,.,,;,.,¡.,,,,.,,,
l:.: ::..: -:;.-i,.1

may require additional research efforts. the Subnarkets å,pproach j

is most appropriate in this dírectíon of enquÍ.ry. Sinee the
housing probl-em of low-income families is one dimension of the 

l]'muLtifaceted problem of poverty, "it seems essential that we 
l1earnmoreaboutthekindsoffami1ieswhoaremost1ike1ytoi

experiencehousingprob1ems¡thespecifienatureofthekinds
of housíng problems from which they suffer¡ the ways in which 

l

particu1arnon-housingorhousingre1atedprob1emsare1ike1y

to nininize the suceess of sorving their problens througn ai- ¡;,,,,.i".,,,.

rect housing measurest and finally, how some housing problems
mlght be best dealt with indirectly through non-housing means.u /

Grigsby has identified twerve dimensions of the housing pro- , ,

_blems of low-ineome families and a typology consisting of nine
problerns t¡ryically associated with occupancy in substandarcr

!/ cgntrolled rents below tl".narket priee (ana therefore cost)of housing will read to deterioration of the rentaL units.
il lly*anrM.A. (ed.) Housing and Eeononjcsr The Amqrican

Dllemma, M.f.T. pre 
OL_ZOZ.



-LZS-

housing, E/ lt "housing problen 
- 

popuration natrix"
einilar to what Grigsby has suggested can be constructed as a
supplementary basis for progra¡n development. see Diagram L3.
ff these problems had not been satisfactorily explored before
solutions were proposed,, our so-ealled housing experts would.

mereLy have, aecording to Grigsby, ,,accumulated a kit of toors
which they are trying to fit and refit to a changing probleß.,, U

!/ grigsby,W.G. Mineographed outline for semi hcgs¡Ig,University ot
g/ erigsbyrw.G.

menorandum,
"Housing á.sneets of poverlyr', 

_mimeographed,un Lg65: - -e--f
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Dlagrärn Lj
HOUSTNG PROBI,EM - POPUI,A.TTON MATRIX

Dim ons the Iow-ineom ous blen

Î¡rpes of
low-income
fa¡nilies
experiencing
housing
problems

Fá.MILIES

1.
2,

3,
l$,

Non-white

þreg families, especially
female-headed
Welfare families
Families experieneing
interruptions in incõme

5. Fanilies with partieularly
high nonhousing expenses

6. Síngle mal-es

7. Mentally or physically
handÍcapped

B. Families who are bad
tenants either because ofimegularity of rent pay-
ments, failure to keep
quarters reasonably clean,or abusive behavior

9, Recent immigrants with nocredit rating, etc.

PRUBIiE[TfS

A. Lack of adequate quality,' including equipment and
services

B, Lack of adequate space
C. Irack of adequate

furnishings
D. Poor neighbourhood

envirorrnent
E. Excessive housing costsrelative to income
F. Exeessive housing costsrelative to quality, space

and neighbourhood enviiorrnent
G. Lack of tenure choice
H. Lack of locational choice
f. Racial- discrimination
J. Involuntary rnobility
K. Stigrnatizing way in which

housing servicet are provided
L. Lack of housing-related

services¡ êego meals, for
the partially handicapped

A L



- L2? -

Ir.

Fisear and monetary polieies are the tools of the goverrunent

for regulating economie activities, rn a mixed economy such
as oursr manipulation of these tools is generalJ_y what econo-
nic planning is a1l about. For exarnple, a combination of de_

creases in taxes and interest rate with lncreases in goverr¡ment

expenditures and money supply wirl stimulate increases in con-
sunption and emplo¡rment and thus ineome and economic growth.

Although monetary policy Ís not forr¡urated espeeialry to
influence the lever of residential construction, the adoption
of restrictive monetary polici es y by the federar government

in combating inflation has the effect of increasing mortgage
interest rates and red.ucing the availabi].ity of funds for
residential construction and consurnption. National housing
pollcies and. prograns therefore have to be forrnulated within
the general framework of eeonomic planning.

PLanning of income redistribution at the macro Ievel involves
also redistribution of resources in the field of housing for
the attainment of housíng and other economi-c objeetives, such
as fulI ernployment and price stability. Most housing polieies
and programs do have positive employment effects and lncome

!/ tn tine of inflation, government roay restrict the frow and
9uppIy of money- through open market operation, j..ê. sellingbonds to the pubricl incrãasing bank iater or inereasln!legal reserve ratio of charterãO banks.
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redistrlbutional results, Howeïer the mix of housing programs

should ideally serve the dual purpose of increasing residen-
tial construction and -promoting economic stabirity, because

wíthout a elearLy defined set of priorities, housing programs

that are pro-cyclícar (or highly inflationary in time of
rlsing prices) will have to be sacrifi.cÍed. for economic

stability, .A,ccording to I,. B. snith¡ trunless the nation is
experiencing a severe housing shortage, the social benefits
of general stabiLization wir-l probably outweigh those of
additional housing expenditures ." !./:

fn addition to policies and programs which directly redistribute
íneone for housing assistance purposes, there are housing
progran that operate through the mortgage market. These programs
exert their influence on the flow of funds for housing produc-
tion and consumption by altering lendíng terrns g/ of govern-
ment insured. mortgage credit (thereby altering relative yields
on other financial Lnvestments) and advancing mortgage funds
directly to the private sector.

The supply of mortgage cred.it fro¡n private financial institu-
tions depends upon the desirabílity of mortgages as an invest_
g/ smithrL.B. "Th ousins Market the Housin Problem

Go PoLic of f ic er and Smfih
onomlc

p,256,
and Policies, McGraw-Hil_l, Toronto,

tan
t970,

g/ tnterest rate, maximum loàn amount, minirnum loan-to-value
13tio, amortization term, and the rerationsnip-ü"i"""r,the bomowerrs inc'ome aná the gros"-debt 

""""i"".'



ment compared with other investrnent alternatives. The loan
lnsurance program provid,es such desirabirity by rnaking rnort-
gage lending a virtualry risk-free investment. By varying
lending terrns of the government insured mortgages, the volune
of new residential construction can be deereased to curb in-
flation or increased to combat unempro¡rnent and to put housing
within the reach of more farnilies. rt "no't¿ u" added, here
that "the loan maximum may be used as a poliey tool for other
than stabilization purposes, since variatÍons in the relative
loan maximums. per unit for single and nultiple dwellings ean
substantially affect the single and multiple nix of construc-
tion," !

Eirect lending is to ma-ke residential-constructÍon loans out
of public funds to stinurate building activity when private
credÍt gaps arise or when mortgage funds are searce. under
the National Housing Actr direct loans can be made by OMHC

under a variety of programs 
- 

Limited Dividend, Low Rental,
Non-Profitr Public Housing, Student Housing and so on 

- 
and

to persons unable to obtain private mortgage credit on NltA

terms.

since the NHA terms are usually much more favourable to
the borrower than conventional terms, it is likely that the
increased availability of roans on NHÂ terms reduces the

g/ smith'L.8. _Hogsing,in c?.nada ¡ Market structure anÀJeli-çJPerforrnance,
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demand for conventional mortgages, and, consequently, the
volume of conventionarry financed housing starts. 0n the
other hand, it may be argued that cMHc participation inereases
the total flow of funds, thereby redueing the conventional
nortgage rate and stinulating conventional housing starts. But
the additional government demand. for funds for OMHC rending
nay raise bond rates and result in a reduction of mortgage
availability. E/ rne method of funding a direct lending pro-
gram therefore warrants the attention of economi.c pranners.

rf funds are raised by selring government securities to
financial institutions, the ability or willingness of these
institutions to invest in mortgages may be diminished for
security saLes tend to raise bond yields relative to mortgage
bates. rf fund.s are raised by security sales to the central
bankr the money supply in the eeonomy will be increased.
Finally, if funds eome out of additional tax revenues or rê_
duced spending on other programs, the incid.ence of the tax or
nature of the foregone expenditure will determine the extent
of the offset in the housing sector . ?./ rn times when restric-
tive policies are needed, sale of seeurities to the central bank
wourd appear not to be an appropriate way of funding direct-
Iending prograns.

E/ smith,L.B._Hogsinfi.in c3nada ¡ Market struelure and po.l.igJ;erlor*ar-rce

!7 SmithrL.B. 'The Housins Market, the
Government p
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Because of the influence new housing has upon the consÌ¡mer

appliances and. furnishing industries, public utilities and.

conmunity facilities, economic pranning and housing planning

have to be coordinated to come up with a desirable combination

of monetârv, Íncome redistribution, direct lending and credit
terrn policies for the achievement of both eeonomic and housing

objeetives.

ÏII.

sinee no society has an unlimited eapacity to redistribute
ineome, the vari.ous government programs which involve redis-
tribution have to compete with one anotnàr tor funding.

trlhen the housing prioríty is determin"a .tta- a budget is approved

for direct provisi-on of housing, allocation of the. rinited re-
sources anong the various sectors of needs should comply with
flndings of housing market analyses. ff we want to achieve effec-
tiveness and efficiency in the use of the housing dol}ars,
evaluation of program alternatives on the basis of some

objective selection criteria is required.

A. P. solomon suggested the forrowing list as a basis for
policy choices t !/

i .-- 1-t.'

/ SotornonrÀ.P. lousinq and Publ-ie Poliey .â,na1ysis, Working
Paper No.12, Joint Center for uruffi.I.T. and
Harvard University, L97Zr pp,3-4,
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1. MaxÍnize' aggregate housing .eonsumption¡

2, Pro¡n'ote equal residential opportunities (freedom

3. close the housing gaps in the most cost effective
l+. Redistribute housing consumptÍon equitably.

of choiee) ¡

mannert

The first criterion in program selection is to determine which
program combination will contribute rrost to the overall con-
sunption of housing. rhis requires inforrnation on the respon-
i-veness of housing supply to a shift in housing demand. rf the
suppJ-y of housing services ís perfectly inelastic and the ftâ.r-
ket does not respond to a change ín housÍng demand., a demand.

stratery êrgo rent suppJ.enent program will simply cause rent
Íncreases without commensurate inprovements in housing quality.
The existence of a perfeetly inelast!.c supply therefore signals
the use of supply-oriented strategies in increasing housing
supply to meet the rnarket d.emand. 0n the other hand, if hou-
sing suppry is pçrfectly elastic and responsive to ehanges in
denand., adoption of supply strategies wilr have no effect on

the equilibrium price or the quantity of housing consr¡mption.
under such a condition, demand. strategíes will be required to
increase housing consumption power in order to bring about
more housing consumption.

Both supply and demand strategies, when appropríately applied,,
will create housing consumption benefits, solomon suggested,

the dollar amount of the governmentrs subsidy as the measure

of such benefits. However caleulation of these benefits may

not be easy if benefits other than monetary are includedr
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The housing consurnption benefit for public housing is the
differencebetweenthetenantlsrenta1paymentandtheesti-
nated rent for eomparable housing on the prívate market. Si-
milarly' the portion of the narket rental paid by the government

I ,nder a rent supplement program gives the value of the con-
sumption benefit" A eomparison of these dollar values under
all tentative programs complete the selection process aecor-

. ding to the first criterion. !/

The seeond criteríon coneerns rvith eonsumer sovereigntyri.e. :

the choiee of location, structural type and design of housing 
,unit' rn eontrast wíth public housing tenants who may have 

,,

little or no freed.om of ehoice, NlfÂ participants under the 
iå'ssístedHome-0wnershipProgramcou1denjoyasmuchfreed'om

as home buyers without public assístanee. Housing programs 
f

ean be ranked ín order sf how werl they comply with this j

performance standard. i

The third eriterion is cost-effectiveness which can be measured .,i',,,,,,,,,
t', 

-', 
t.','-'.,'.by estimating the number of household.s moving to stand.ard hou- ,,:,.. ,,' ,

sing for a given expenditür€¡ A comparison of progra^ms aecording
to thís effieiency or least cost prineiple will involve ealculat-
ion of the eapital, operating and administrative costs of each 

,,¡.,.,..,,,,,
.:::::::.: t::program for a standardized dwelring unit. A uniform measure

!/ rt the housing p!!å'rams 3re designed to achieve housingobjectives as-wèlr-as other u"orrõ*i" obj;;{i;"J, "ã.ratuation
.of plgsram benefits wiLL have to irr"rrau soeial econornicbenefits such as emproyment anrr incõme effeets.
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such as total costs per unít per month rnay be helpfur in
detennÍning the most eost effective approaeh to closing the
housing gaps.

The fourth criterion concerns with both vertieal and horizon-
tal- equity in redistrÍbuting housing and housing subsidies.
Before federal housing aid reaches the target population, it 

:.:

must pass through several- intermediaries sueh as provincial ,..,',.'.,t,,,,:,

housing agencies, deveJ-opers/builders, and. property owners. 
i,,..,,,.:.,,¡,1,.

This crÍterion stipuLates tnat 'tlie anobnt of resources deffect;
edtotheseintermediariesshou].dbeminima]-.Ânana1ysisof
thea11ocationofbenefítsunderthevariousprogramswi1I
point to the program that deU.vers the highest proportion of

I

the housing do3.lars to the target population. Demand strate- 
igies¡ ê.gr rent supplement, will score high on this scale of l

verticaL equíty. 
l

The second measure of redistributive efficíency is horizontal ,,

equltyr i.ê. equal assÍstanee to those with equal needs. â.

comparison of potential rnarket rental of publÍc housing units
with the mean rent for "standard," private dwerrings paid by

other low-Íncome households in the same area wilr show how

-suceessful public housing progra¡ns are in rreeting this
criterion.

Many progran perforrnance críteria, such as universality, roay



be added to the above list, y" However, as the saying goes,
too many cooks spoir the broth. Even when the eriteria are
quantifiable, they may not be commensurabLe. rf all the above
four criteria are used in progra¡n evaluation, we may have to
assígn weights to each criterion to reveal societyrs preferences,
so that the prograrns selected will attein the housing objective
in the most effieient and effective manner.

L/ L sínÍlar set of criteria can be found in Grebler, L.raisinE Gove ent Housiânerican- nõõñomlã

:-i':'::: li:a:':::¡.t:

n

Review, May, 96Q, PÞ. 2L-332.
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SIX. DECTSTON-MÂKTNG IN PRTVATE HOUSTNG DEUEIOPMENT

Housing narket analysis is essential to sound decision-
naking Ín housing production. the profit urotÍvated d.evelopers/
builders nay analyze the narket conditions and find answers
to the forlowing questions ¡ Âre housing demand and supply
ln barance? Âre there profit-naking opportunities in housing
produetion? lvhat is the house type that is in demand and
that offers the highest rate of return? lthat will the future
demand be? what are the narket effects of governrnent inter-
vention? what are the competitorsr market shares and their
produetion schedules? For whom are the dweJ.lings built?

With these questions in mind., developers,/builders or their
economie consurtants will eonsider the relevant demand and
supply factors as welr as the neighbourhood and site charac-
teristies Íf land for d.evelopment is available. The amount
of information to be colleeted and anaLyzed will depend on
the l-evel of risk associated with real estate investment.
Beeause of the size of capital investment invorved., rarge-
seale subdivisíon or high-rise deveÌopments usually carr for
comprehensive market studies.

One may question the need for narket studies when the housing
market is tisht, and is ready to absorb an increase rn suppry.
rt ls true that market anaryses are superfluous under such
market condition for snallr síng1e purpose projects with
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relatively short-term goars. But for conprex, long-terrn
and largê-saal€ projects, forecasts of demand and possible
government actions together with neighbourhood and site
anaryses are indispensable. since housing investrnent must
eompete with other forrns of investrnents, and must offer
eomparable prospects of return, ',housing market analysisÉ or
rather prospecting is armost a daily routíne for d.evelopers/
builders . !"/

while general information on the housing urarket can be ob-_

tained from statistics canada, government housing ageneies
and city plánning departnents¡ developersr/tuilAers need. to
conduct their own neighbourhood and. site analyses before
feasibility'of the proposed, deveLopnents can be determi.ned.
l{. N. Kinnard reconmends the forlowing list of faetors re-
quiríng eonsideration in neÍghbourhood and site analyses, Z,/

Factors of Neighbourhood Ânalysis

stage in r,ife cycle r comparison with eompetitÍ.on, âc-
tual versus effective aget

stability ¡ conforrnity or compa.tibility of uses and users,
zoning, codes, other use regulations,

sinee land eapital, labour and building naterials can havealternative uèes, d.eve1op"r"r/uuiiã;;;-;ay turn to greater re_venue-producing projects i.ê. commercial- and office build-íngs when the ðolts of land an¿ nonãt-;;" high.

äàïHî,$I;l¿i.a , society

A.

1.

2.

v

U
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3. Access. ¡ transportation, shopping, ernplo¡rment facilitíes¡
ll. Va1ue Level r protection, distribution¡

5. Proximity of curtural Facirities ¡ schools, churches,
libraries, parks, playgrounds, theatres¡

.,,t,,

6. community services : garbage.and rubbish removal, poliee
and fire protection, utílities¡

7, Population r typical income spread, ethnic characteristics, 
:.',,,:t'. t l'

area density, transiency, fanily size and makeup¡ 
,,::,:
i.:.;.:.'.8. Physical characterÍstÍcs r topography, possible hazards -.. .l

(landslides, floods, subsideRee), naturar and. man-mad.e ,

barriers ¡

g.Nuisances:odours,smoke,citytraffic,noice.
l

B. Factors of Site Anal-ysís
I

Most of the above factors apply here, with addition emphasis ons 
,

1. Physial characteristics ¡ size, shape, dimension, topography,
bearing capacityl 

,,,:i,,,i

:;l:.,.: 
.2. Zoning ! use restrictions, structural restrictions, set ,,:,,,,,:l

back requirementsr height linitations, on-site parking
requírements, population density limitations¡

3. litle Linitations : linesr easements, special assessmentsr ,,:,,:,1:.:rl ::

convenants i

t*. Aceess r transít, highways, visual aceess,

5, com¡nunity service l water, sanitary sewer, storm sewer,
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Bâsr fire and pollce, trash and garbage collection,
sidewalks, street lights t

6, Proximity to Shopping Facilities¡
7. Proximity to Centres of Emplolnnent¡

8. Land .â.vailability r priee, financing terms.

Subsequent to housing market analysis, a building firm requiring 
;,,:,.,,

nortgage financing may commission an appraisar before making ,, ,,,'

its go-no-go decision. since the mortgage loan is directly 
i,,,,i,

re1atedtotheappraisedva1ue(orexpectèdj.neome)orthe-..
project,L/anappraisa1wi]-1servetoindicatethenaximum
loan amount the project can qualify. ïn an appraisal for a 

'

lhigh-rise apartrnent for exa¡rple, the appraised market value 
;or capitarized value can be caleulated by the following
:

i

I

formula

Capitatized. Valu" - å'nnual Gross Eenl,--4'nng?1 Opefating Expenses
Capitalization Rate ,

the major faetor in determining an acceptable capitalization :.

ratæ is the mortgage interest rate the higher the interest ¡.,.,

rater the higher the capitalization rate. Since the capitalized
value is inversely proportional to the eapitalization rate¡
the effect of high interest rates is to reduee capitalized. .,;.:,

: 
-.',.

E/ For an incorne-producing property, the rnost rational method
of.appraisar is the income method. The other two appraisal
nethods - repracement cost and conparabl-e sales --may behelpful as a eheck. See Stew_artrJ.f .Îìeal Estate AppraisäIln a Nutshell, university of roront@for a
ã-escFIFãIõn oi tne three- approaches.
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value and the maximum loan amount of the project. Thls in
turn rai-ses the cash investrnent required frorn the developer,/
bullder and lowers his financiar reverage or profit-equity
ratio, y High interest rateg thus have the effect of depree_
sing a development projeetrs investnent prospects by reducing
the mortgage loan amount for which the project qualifies and

by raising the ownerts operating expenses. U

l{hen the projectts mortgage ter:ns are known, the builder/
developer can decid.e on the feasibility of the project. rf
ít ca¡r be buirt within the bud.get, and. is expected to yield
an acceptable rate of return on equity investrnent, then the
projeet is feasible.

rn apartment house investnents, tax considerations are of
major concern as financing terms. rt is therefore irnportant
for the developerr/Uuilaer to be knowledgeable in how taxes
affect cash flows. Depreciation is one of the tax advantages

for reaL estate investment. ït can be eomputed. ',straight line'
or "accelerated" to reduce the amount of taxes payable. y

!,/ Leverage is a measure of the relationship of the amount offunds put in the venture by the o'¡¡ner as compared. to the*,Pylt^!|pplied by lending institutions. rf ä project yields
? $10r000 net annuar return on a $ror0o0 cash invéstrneät,it has ten times the leverage of à $íoro00 return-on a
$fOro0o cash investment.

?/ gritfin,L.!,I. Developmen ,the American '

21 tne different depreciation methods are d.iscussed inttlendtrP.F. and cerf ,4.R. Real Estate rnveslment Analvsis
and laxation, McGraw-Hill
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AJ.though real property ean often be depreciated at accere-

rated rates durlng its early years, its aetual value often
apprepriates during these years because of inflating land
and eonstruction costs.

When the depreciation deduction fails to provide shelter to
taxable income from the project, the developerr/¡uil¿er may

decide to sell (or refinanoe) nis property. The sale-Iease- 1,,r,ì.,1,:.,

'backandvariationsonitsbasiethernehavebecomeÍncrea-
t:t-::-::;:

singly popular. However, dÍseussion of .a11 faetors-entering ,'.i'ì,.'i'

such a deeision is beyond the scope of this thesis.



t42 -

SEVEN. CTTY PLANNTNG

since housing is the largest user of urban space, and is
the major deterninant of the quality of urban Life, housing
narket analysÍs is an integral part of the city planning
process.

I. RESTDENTT.{I, SPACE AND MUNICIPAL SERVICE REQUIREMENTS

The housing analysis teehniques as discussed in the previous
ehapters can be used by planners to generate housing d.ata at
the neighbourhood. level, and. to produce projections of future
housing needs and housing reguirements . !,/ Given prevaíring
standards of or realistic assunption on residential densities
and housing types, future housing unit requirements can be

translated into residentiaL land requirements, d.emand for
municipal services, l/ and, location and. spaee requirements
for related comnercial and community facilitieÈ. y

The spaee and service requirements are then matehed against
the land supply and capacities of the various municipal serviees
g/ tor.example, the e-stimated population under age 1p dividedby the average number of cnilãren per family äi"eá theminimum number of single family units nèã"íi"ã;---
g/ ndueation, police and fire protection, pubtic worksr sârli-tation and waste removal, rècreation ánä cõrr""ity services.
! 2:g.chapin Jr. r urban Land use planni¡g, university ofIllinois press, 

c



such as sewage treatment pLant and water suppLy system to see

if and when extention and expansion of services are required.
The subsequent allocatlon of future housing additions to the
different parts of the city together with their requirernents
for services and community faeilíties then forur the basis for
developing urban growth policies, and for d.rawing up or revi-
sing communi.ty develop:nent plans. see Diagram 1ll.

with property tax as their rnajor revenue source, municipalities
are responsible for provision of the necessary services to al1
property owners,/oceupants. since some housing devel0pments can
generate enough tax revenues to eover costs of servíces while
others eannot, municipalities tend. to favour developnents with
positive fiscal impaet, !/ wltin the notion that the surplus
revenues could be used. either to improve existing services at
cunent property tax rate or to reduce the tax rate whire
maintaining the same level of servicêsr

Munieipar revenues are quite often insuffieient to meet grow-
ing costs of services because the property tax base d,oes not
grow rapidly enough to support development. when a municipality

E/ See SternliebrG. et.aL.
$,þl (Rutsers universiifiscal impaet on both a münicipalitt;å'opã""iiiä-üüaäet andeducational expenditures or noüsit !"aãrrãropments eharacter-ized bv variouè contieuraiio""i ãnã ãã*õe".phie patternsc

l.-
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is faced with fiscar squeeze, !/ and, is rel-uetant to increase
property taxes, / it will try to slow down or stop residen-
tial growth by r a) delaying senvi.cing landr b) "exclusionary'
zoning, e) lengthenÍng the developnent approval process. These

delays in turn restríct housing supply and. contribute to
rising land values and. housing prices. l{hat these measures

mean to the new resi.dents is that in addition to the average
cost of urban growth¡ i.€. property taxes, they have to pay

the "artificially created rnarginar costs of urban growth" in
forn of higher housing pricesr

rf housing planning and physical planning are to be integrat€dr
planners should not be mainly coneerned with muni.cipal cost-
revenue balance of new housing developments, and ignore the
socio-econonic effeets of inadequate housing such as criure an¿

fire hazards, Accordíng to Benjamin Disraeli ¡ *The best security
t/ 4l pointed out by NetzerrD. in Im fthEffect on Housin land Use, Lòcffi

Rese?rch
Problems, Government printilg 0ffice, wastriãgtõ;rD:-c .,- yiag,the principal remedies for flscal sqúeeze must take the formof some reduction in the reLiance ori tñe property tax forthe financing of urban publÍe services" ¿rnonä-ñiå .üäg""tiorr"are! an increase in cost sharing with senior"lã"ãrõ-õrgovernment; and a new base for froperty táxatión;-I,è. randvalue Ínerements. This kind or táx"iã äi*ãä-;t-;å"äpi""l"e-for- the government 

_a_ higher proportion-of what ãõóñ-omistscalred the unearned inciement oi external ecônoriõô-l tn"rise of land value that occurs, not through erroits of anowners' but through goverrrmental action (õubway riã"",sanitary sewers, ãoning changes, etc,) an¿ tnräuãñ-$owthof the popuration and industiy ót trre-cãmnuniiy.=-- --

U ly should. be noted that property taxes are regressive, andhigl ProPerty taxes can ãisõouräge eonsumption-õi-an¿' invãst-ment Ìn housing, especially inveãturent in^ "õn"¡iirtation ofunmodernized older irousingl
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for civilÍzation is the dwelling, and. upon proper and becoming
dwellings depends more than anything else the improvenent of
rnankind'. Such dwellings are the nursery of all domes.bic virtues,
and without a beconing home, the exercise of those virtues is
irnpossibLe." L/

ïI. PLANNING CoNTR0Iô .â,ND HOUSTNG COSÎS

Planning controls such as zoning¡ building codes, subd.ivision ,:,,:.:-::::'::eontrols, land use contracts¡ and the developnent approval. .: : :':

procesSservetonou]-durban<1eve1opmenti'ntoadesiredpattern,

and to protect existing land uses and land values (on which
propertytaxesarebased.).Butthesecontro1smaynegative1y

affect the suppry and costs of housing Íf ÍnapproprÍately 
,

inposed or appríed e.g. rarge-lot zoning and restrÍctions on 
l

the number of bedrooms in apartment struetures. ft ís therefore 
i
:

important for planners to understand the drawbacks of these '

eontrols and to try to ressen their ad,verse effeets on the . :r:; :-::..:'
:.ì -.:.':.: .: _:.1housing narket.

Â, Zoning

current zoning and. zoning variance practices perform an inpor-
tant economie funetion, that is "to prevent individuals fron
creating harmfuL neighbourhood effects (negative externalities)
,Iikely to bring about unfair incone losses and inefficient

v Quoted from Fisher¡,R.M. twe
Harper & Bros,r LgSg, p,E. :
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land üs€o " y Ideal1y, the allocation of land for residentiaL
and other uses should take into account present and future
housÍng needs and their space requirements. However, when zoî-
ing is predominantly governed, by nunieipal cost-revenue cor-
siderations, the prime objectives of zoning are lost. physÍcal
zoning becomes fiscal zoníng which seeks to attract uses that
can prod.uce a net tax revenue and, exclud,e consumers of larger
amounts of public services.

Fiscal zoning may take the form of exclusionary d,evelopment
controls such as minimum lot si.ze, minimum lot frontager
buiLding size, excJ.usion of mobile homes and, multiple family
dwel-lings. These regurations are public poriey determinants of
housing cost and suppJ.y, and they tend to res:brict the housing
supply, in particular low and. moderate-cost housing, and, to
raise housing prices or rents. 0verzoning land for non-resj-den-
tial uses is another exclusionary device. The resultant re-
duetion in the amount of land avaiLable for rapidly expand.ing
resid,ential use wouLd increase the prices of available
residentially-zoned land . ?/

since large lot size and frontage are usuariy found to be

E/ CriesonrR.E. Urban Economies. Read.in¡

that'an actiyrty_that geñeräteé a léeati"ã ðitðrñãrliJ-riehrstill be desiratle for the ggrr""iiv"if it= ¡""ãïit" outweÍghthe costs of its negative effects.
U 2^ç^1yn-and Sterllieb, Zonins and Housins Cogts, RutgersUniversity, New Jerseyrffi
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positively reJ.ated to house size, price¡ and income of residents,
rarge-lot zoning / appears to have the effect of screening out
inexpensive housingr âDd thus achieving the objective of fiscal
zoning, i.ê. to maxinize tax revenue and rninímize service costs.
But large-J.ot zoning aLone cannot attract expensive housing,
nor can i.t gUarantee the ability of new developments to "pay
their way". ?/ rn the absence of other exclusionary contrors,
we can expect from large-lot zoning a dinrinishíng suppry of:.
land for low and moderate-cost housing.

zoning regulations affect not onry the supply of land and.

housingt but also housing cost. A recent study correlatÍng land-
use controls and housirrs .ol" in New Jersey for¡nd that ¡rininu¡r
zoning and developmental requirements'are significant factors
expJ,aining selling price variation of single fanily homes.

Dwelling size, whieh is directly affected, by the mininr¡m size
reguration and indirectly eonditioned by mininun lot size re-
quirements, is the single most irnportant factor e:çlaÍning
selling price variati.on, 2/
g/ targe-lot zoníng is often consÍderedto insure proper health standards inwater supply or sewage disposal, and

developmen!. See American Society of
New Ðireetions in Connecticut p1ánn
of Conn

cago, nois, Feb, L962, i,tj7;¡9ç
U r\e reason that there are other factors which are moresignificant than. density in deter:nining r""iõipãi costsaccompanying residentiai development, Íor eianñË, -sãryicing

standards' availability of exceès sewage proce'ssiás-õãpãõiif.

as an inproper means
areas without public
to avoid. leap-frog
Planning Officialã,

sla
Statu

2/ Sagalyn and Sternlieb, óp,cit. p.4g.
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B, Building Codes

Building codes share the objectives of zoning by-raws. The

building specifieations and performance standard,s serve to
protect the occupants, the passers-by, and the neighbouring
property and its occupants from potential hazards of buíldings.
However, undury restrictive cod.es mean higher costs of con-
structi.on. fn final anal_ysisr ,costs in the for:nr of reduced
housing consumption and related side-effects could well exceed
the costs of a sright i.ncrease in risk to neighboursr pâss€f,s-
by, and occupants, íf provisions of the codes were relaxed.r. !/

ï,oeal building codes and zoning by-laws often express the desire
of nunicipal councils and ratepayers to ensure that prevairing
high com¡nunity standards are maintaíned, or that new d,evelopment
will not adversely ãffect the local tax base. Âs a result, 'the
generaL effeet of the laws and regulations coneerning housing
produetion is to obtain good quarity housing, but at high cost
and at a delayed rate of producti.on. " ?/

subdívision regulations specify the developnent or 
""".ri"ir,gstandard.s and. conditions under which land can be subdivided

g/ øurns and Mitterbach, "Effieieney in the Housing rndustryr,Tire Report of the presÍ .rrcìñ.r-

c.

,{c;¡

'r-rre õe-oer'.r/ or rne rresrdent's committee on urTechnical Studies, VoI.ff, Housing-Có"i", pro
erl uroan nous]-ng,Technical studies, vor.rr, Housing-Cósis, rroductlõ;-

*fll:i"",:I:,-Iil?i:e,-Manpoîgl, r,añ¿, cõrr"rr*ent prinrinsOffice, Washingtcn, D.C ,- 1969:

ivisi

E/ On+,ario .Advisory Taslc Force on Housine lg$cyr, Working papers¡vol¡ne z, Queen's printer for ontàrioi tgij;"ó.ii:
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prior to development. Most subdivisf.on regul-atÍons require
private deveropers to provide the necessary on-site services¡
sueh as roadsr cüfbs, sidewalks, street lÍghts, stonn drainage¡
etc., and to dedicate or reserve land for school sites,
recreation areas, and street ríghts-of-way. some cities may
also require developers to make financial contributions toward
off-site services such as sewage treatnent plants, widenÍng of
arteríaL roads, acquisition of schoor sites and construction
of new school buildings or expansion of existing,ones. Naturally,
the costs of the on-site services, the financiar contributions
rnaderthe land reserved or dedicated to muníeipalities for publie
uses are ineluded in the end price of the 10t and the final
selling price of the house , y rf the servicing stand.ards are
set beyond reasonabLe hearth and safety requirements, or íf
'too much rand are requÍred for public uses by nunieipalities,
subdivision contrors can negatively affeet the supply and cost
of housíng 1and.

Delay in municipal approval of subdivision proposals is another
cause for restricted rand supply and higher housíng prices. rt
can be explained by r

a) îhe negative attitude of ,,concerned.,, residents toward new
d'eveloprnent, and their vocal opposition in publie hearings¡

b) the adversary approach to resid.entíal planning whereby

E/ tne fact that the expansion of existing services benefÍt thenew residential areaè rationali;Ë-tñe-striitir,ã-oi tn"marginaL servicfng cosiå rorwarã-io -ïn" 
puchasers,/rentersof the new housin[ units.
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municipalities attempt to extract concessions from developers.¡
c) the Lack of municipal planning and the resulting anti-

growth attitude¡ and

d) the ehanging rore of pranning fron development guidance to
one of purely development control;

Time-consuming proced.ures cost developers money and. needress
to sâvr the extra land carrying costs are passed. on to the
housing eonsumers.

The above discussion of planning controls and houslng.costs
echo one of the conclusions made in a recent Vancouver housing
study ¡ "The cumulatÍve effect of the negative laws, regulations,
policies¡ and attitudes, and. the long and extremely complex
development process are the problems affecting the suppry of
land for housing and therefore the supply of housíng,* !/

Before city planners ean beeome

housing probJ.em, there are steps

ning more responsíve to present
to lessen the adverse effects of
supply and housing costs r

a) To develop an und.erstanding of the workings and trends of
the residential construction and. housing markets¡

b) lo weigh the social benefits and eosts of planning controls.

E/ tCO-Real Estate Management Ltd,., ,The
ee_jt_effeets the suõptv of-ñ;;'rioffi

part of the solution to the
they rnust take to make plan-

and future housing needs, and

planning controls on housing

Vancouver RG

larid Devel ent Process
within reater

Estate Board o



c)

d)

Lsz ;

Alternative rnethods of control must be devised. to replace
those with negative effect on housing suppry and housing
costs ¡

To streamline the land development approval proeessi
To establish a new set of rninimum developnent stand,ards that
reflect basic public health and safety requirements¡
To take into consideration fed.erar and. provineial housing
prograns, such as the financiar assistance for rand banking¡
sewage treatrnent plant, neighbourhood. improvement and re_
sideniial rehabilitation, when makíng land use and. redevelop-
ment plans, and timÍng serviee expansion.

e)

r :.: s,
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EIGHT. CONCLUSION

Housing is shelter for people, a prace where most people
spend at'least half their life time reJ-axíng, eating, sociarí- 

, :: ::zing, and in short, enjoying life. And yet different people :::':'1:::,

see housing in a different way. rt is a social good to the
government; a profit-making product to the developersr/Uuilders 

,r,,,, ,1,::lending ínstitutions, and suppliers of building materials an¿ ',.t.,,.:,
home furnishingsg an election platforrn for the poriticians; and 

,,,1,r:,,:,
i.-'-- . .,a raisgn crêtre for planners. But there are very few peopl-e who i':ì';"::r;''i

really und.erstand the complexity of the problem of generating
housing" 

'

:

lVfhat housing market anarysj-s offers to the housing planning ,

process is a rneeting ground where alr the parties concerned.

can understand peoplets housing requirements, the obstacl_es to 
;

housing production and consurnption, and. the viewpoints and l

pro'rrlerns of the other partÍcípants. rt is with this kind of 
,;,,,:,,;,ì,;:,;,;,.,mu'cual understanding that we can expeet a concerted effort in ': : : :1:r .

'''- -1- .
'.1 :,-.j-: :.-.. ,- lhousing'production for the welfare of the people. 1,',',,,,.'' 

.
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