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Abstract

The paper surveys existing literature on methodologies available for estimating
number of housing starts in different areas, and make comparison amongst them. Based on
two fundamental underlying concepts - property cycles and stock-flow adjustment of
housing market, the estimation could be carried out using either structural models that
incorporate both demand and supply in the estimation, or time-series models that examine
changes in housing starts over time. While the survey cannot establish a conclusion as to
which model is superior, it reveals that structural models would be more preferred for more
detailed, spatial-oriented, and short-run analyses. The survey also suggests that estimation
would be freer from problems if three important elements are recognised. These include
the delays of construction, the existence of vacancy at a time, and the fact that housing
starts are constrained by long-run equilibrium in housing market. It also provides critiques
on different measures of variables concerned. Last, the empirical evidence surveyed in this
paper agrees that house prices, rates of interest, conditions of credit market, number of
existing housing stock and vacancy, and government policies have significant impact on

housing starts, magnitudes of which varying from areas to areas.
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AD > AS Rate of increase in
supply in relation to an
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Contract construction;
Some firms face bankruptcy
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Slump
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Adjustment

External
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availability & other investment-
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lag between housing starts and completion

The Next Cycle
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“The demand for and inelastic supply of housing services determine the price per unit of
housing services. This price interacts with operating costs (including depreciation), alternative
asset yields, and risk premia to determine a capital value per unit of housing stock. The capital
value relative to the supply price of new stock determines the flow of new construction.” (Smith
et al, 1988, p. 34)
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AS, =C,_ =55, Eq. 12
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loenind Sepdulfuuudaasiifiannsifen (single equation model) §wiumafinmag

3 1 [ a Ty ) & ni [l 1 a o A e ]
msnimue e dhutians AedFinumanesiefiatndulua uardhulsBasy fadhusehes
Aflanafgmniushimuediinumenasiie uddmiuiuydaesiduszuuaams (simultaneous
. o ] v Ao [« . A A v v 6w
equations model) MMUTUARLFINANWMULIIN endogenous variables #9D1IRANANNENNUDNL
futstue day datudeSinemstadnutsene ufitaedldunhénusladudulsdasy wia

Fudsladudnudsena dwiudhusifendasluuudassfidny ded

n) USnamsnasiefiagadelnl (C)

1
14 a

fayafiuanstaianmmsnastiefiogordelysl (housing starts %38 new construction) 7

Tarflurmdnmnluafndlagaesiia deihathinluil
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. Swmbeurasfagadeidanasiuadalmal o nawile (umber of dwelling units

started) Ifuromans Puri and van Lierop (1988) Mayer and Somerville (2000a)
Fullerton, Jr et al (2001) Malpezzi and Maclennan (2001) Way Harkfoort and
Matysiak (1997)

9. aﬁwmumhmaqﬁaq’mﬁaﬁﬁ%ﬂmﬁ’mﬁa ™ nmwﬁm (housing completion units) |
U283 Kenny (1999) Iulosuaud

f. Qﬁmm‘sﬁaﬂ%ﬁﬂ@mw 3l L’meﬁd‘] (aggregate value of construction) % Malpezzi
and Maclennan (2001), Brox (1993)

1 dwmbaviedanmandsunlamesfiogedeituaygaliimaneste w m
Wﬁd"”] (number/ rate of permits issued) Idurnueas Thorson (1997), Mayer and
Somerville {2000b), McDonald and McMillen (2000) wa Stover (1986)

Tneménmsuda me¥amuuuy () dasasiumstailndidesiomoednniian onnaasd
h gheiGaneshoi asdesuduade) udlumeAiRud mﬁﬂwudﬁa;dafﬂ;iﬂﬁﬂgagﬂu
asmerndoiann o Jedosmdfutoyatiomnaaiiaficaiata (nauu 2) wu Gl
Hoyafisuyrol uifiidodauseiian Bnmmereshofishasiatonduioshoded tn uaeild
suvaudumaneaieivaate) Wl ¢ ilienuududwasmadssnasonadosadluls dwsu
mﬂ%&hmuﬁagawﬁaﬁiﬁﬁaumm (permits) MUY (4) ﬁuﬁmmsnﬁﬂﬂz;jmiﬂismmﬁ@'imdwﬁ
il (underestimate) Wothann ivmslumefidin Biladeoule Smdasdimndilésy
augnavovmnay ot wathwangs el Pnmmaneatefiaosdasdsnyawmantanin
fiaanedasiuimuthuiodan lidmmmemmemenssioiugstumauy @) ddl

3 mesdhuysnaifiendedayashen dsznauii

Snwosuan sansanawinldlaa WiRnsandafaaseihmsnestdasdnmdunn 1 41
nm dalaeihlinwu¥oray 90 rasmasaugresnasdumsteaivaiimely 2 lasng
(Mayer and Somerville, 2000a) o haas@lildantiodu 2 lasmna Ausmeh fintjodufiay
shaadalu 2 lasnadhanth (s,.,) S %uagjﬁmﬁmu housing starts figdrefrananiannafiuii
(S..) %ﬂﬁagﬂué’mﬁ’m (1-2) ﬁm’wmumsdaﬁ%’wﬂmﬁSu%u‘lu‘lmmaﬁa@ﬂu (C) RIENTDTEY

aNMINuEAIUTNYR4 housing starts (96iak (Lee, 1999)

S.,=0-2)S_ +C, Eq. 17

t+2
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V70
C,=S,,-(1-2)s Eq. 18
FalumaUfididhs ffnsASuaramiana housing stock Ianmdmlu il
HS, = HS,_, +C, - DE, Eq. 19

Tnefi HS, Ao housing stock Wil © Aldanmssals dwm C, fa Wisoms
roafalvmalull ¢ wer DE, Ao 1Hsnmifingandufignsonaulud ¢

1 G A dl dl ] A v ! } 4 A! o [ A’
BEJ'N\liﬂG\ SLHL’JG'I‘VI‘LN"] mm@magmﬁammsnummw‘l& ‘Ngnmwummu

K-
Va = -—-& Eq 20
K
loefi v, fio Sasnhuin (vacancy rate) K fadwiufiegeduria uas Q, fa Y5

aUMUTIago ey tw enwile]

nuwdedl ThivenshshulnBnoreahaldlusiuuises §fl McDonald and
McMillen (2000) Iiemall siude  frivue i wnufagodiagldsuaygnlinieatll
(building permits: B) 1 axdpafusmouilinasomowmiivendsfimndafonnm waeld 1

o 1 } a 1 9 [ ! LY n‘ dl
Wudanmanaaiauymeaada (replacement rate) udm fudaedh Sanmawheunamadiay
0y Mo inlddn dndmaasiadendedidsueynabitoadilul (B) de s
(K) t emilen) Fegnimualiifuwiardurasdamimimusamail 20) uae Sannidulaues

1521n3 (G) ik

B
—=(r-bV,)+bV,+cG ,b<0 Eq. 21
K
a A 1 A d v e A o a A 1 o Ada ' J

loofi b Aeenafl Auamaliiufisdanmadowwasiatandufifideanauansussnig
(% L4 1 A‘ a A‘ a LY (Y L4 ' a d : 2 a
Santhwinfifieuads o Santhwhalessssund msf b < 0 usesliiufeforundn ame
flagéazimalfusnielbudgnaunmliszazen aehalsfia WoRasonaumsi (21) audiuh
v, fiudnuisflionasdanausaiudoyals duls lumafd mlsssnsoimueld @-bv) du

masf uaslilsenmen ladesumsnanaeidaduld (McDonald and McMillen, 2000)
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5wmmsﬁm§ﬂﬂwmiﬁ (21) Tmal azanansnaqlenn 5mmmﬂﬁauLLﬂaqmaaﬁagawﬁﬂ%uaaui
fudhuumdn 2 dh @ (1) enausnehsssrhasantwhaiintueie fusanthuialaessnnd
ez (2) dammadulesassznng %@Lﬁuﬁmmumﬁmmimﬁ&muﬂawaammé’aamsﬁaq’mﬁﬂ
wananil - mndamsdnsFiudienauansheudadeneiidousasiug LLazﬁiammﬁag
anvielnmalluiuiindaoms Reisenanamauindnusaiu (dummy) Wausmeamauansesasiniid s
Tusamsit (21) 1#%e Tag McDonald and McMillen (2000) IémaseuluidouSanaiiy counties
shee) Tuamsgoum ﬁwm’wLLWJ"‘J%miﬂszmmﬁwmumsﬁaﬁ%ﬁaﬁagjmﬁaslmi Hoftuodlusams
(21) Hterusansalumstineldimela Tnerafiaiigeil R-squared googflussiy 0737 uazld

'
mdutlseAnsassulyeinge A aymesia
2)  fulsnem

Saftldnanudai masslssnanadogads el | §dedumnnsdisnus
dl AI A v ) o 1 ﬁl a va I‘.’l g A ) dl i L t A i !

nenfigadie [fuazuinghidoran Fslumeflidiu nmeevioufiogardulsadunamiasu
(’: 1 dl 1 4 AI v Adu & (% ] [3 14
e dumsnoiiahnfedudifidnwasmanmmeusssznausagudnmniesen annang vl
fauls N fagadudiunmasmaen dnsznaufiagsiaiu fsaagnimalasudasdnm
uanehariuly wananil endleanansndSufeuldhatanaieuiuameidgnmeaasnm

Wonefiogoduulsiulimadnndiegadude vhinbioafine(price) Wenfimmnem
udnstiodnenicriagordvile 16 wenandl dhuls e fafufefimbicnmnanifudaysldlas
139 Y uLnensdidiaaldaunu (proxy) Tumsdinm Teefingenéle (expenditures) Foiin

Aefimdanausafudayald widitnndasd leemauansasewie meflagerds M mesefiog
il @erlewh Ter Tuudnils nemamesemhprasRuh wiiladuslnadevdadhiiagerste
il udmasdsfimenadetu sfanehadefiogord FaRennmademigmdie
Wanomadlne mldlmmenssl dasfudosmdenonediuinum (proxy) 28emen fin
wuh relifnemsemandaulumassnold
Tisvflnmasitszanoinsmaminanasygifuondmgemaaiin  isdasiinmisan
nenfiegadefivancan dirnedldmdaeiiufey 2 % de mestesiineuuiglein

(hedonic-based housing price) Warms repeated sales approach
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nssnmnmeaeinialadin (Hedonic Approach)

FMITHINTAULY  hedonic  SmanAnaanmaiiensiaudifenamanmme
(differentiated products) ‘%\‘1 Rosen (1974) {éWannan Lancastrian Consumer Framework
(Lancaster, 1966)  uassisnfialdhi At Werawhanmislundalssmerdsiamuas s
Wanhud (géhathodu Abelson, 1997; Herrin and Kern, 1992; uat Waddell et al, 1993 (Jusiu)
semmeiilselumiathaios 4 1sems (Maclennan, 1977)

thzmrausn Wasnnisiidsfideuheasiianuedesh sunsaufunasuldiunsenms
Semeiiquusha i sibimmanandssfiuemdyresdnunsshe sesfiogandelasiFoy
eld v mmansan 1 Pasha and Butt (1996) uas Waddell et al (1993) hinediatianite
memsdheretsmsnisehe tasfatadelanBoudioy vasmviaes dafinendidmansmily
él%lﬂmnmm‘sluﬂmmmamslﬁl,ﬂu@lm@a}aém (submarkets) 1% lasewfuamudidnyradtiadusen
Tnuueuifiey (4 9989 Goodman and Thibodeau, 1998 Wa¥ Bourassa et al, 1999)
ﬂ'ii[ﬂ%ﬁ*ﬁ’aﬁﬂﬂﬂa_jﬂsﬂmﬁﬂwmﬁﬁm Tude mademsimauAnuasassyiuaiaimenes
NANAGA ﬁﬁm%aﬂummmiam weie (9w 989 Sheppard, 1999 wag Wallace, 1996)
wastszmagayny fa maheaida hedonic Fpaneuidnumd e inadounauiififieay
youefisald (vu 91989 Richardson et al, 1975 iugh)

Fomaeaeeiknenuy  hedonic ﬁagﬂiﬁqéu 2 funau Imamﬁuﬁugmmmmmjmam%
qamefridualnaannidsuessntssluminnmaslnefiogoduifionsnuoesneein. damild
meu.@iazﬂu‘lﬁagamLtﬁé’nwm::ﬁLﬂuﬁhuﬂ'iznammﬁaE,J"mﬁaﬂyfwiwﬁu Iﬂmzﬁmmmmmﬁéﬁiﬂﬂ
eriu Lﬂmwmmaﬁagjmﬁaﬂ”’mﬁw mﬁammimesm‘lﬁdwé’nwmﬂmaaﬁagjmﬁaﬁﬁw%wasiami
Auema TNl wasianaddyatelsdanalaayn

el H Junnnefiednunshe tesdfiegods (h) udr menfatad (8,)

anusniden et

H = (R ko)

Eq. 22
P, =P(h,h,,....h,)

fimualimauslneqauisnwuzehas) maaﬁagjmﬁaLﬂuvlﬂmmmaamiamﬁaunauawaq
assnilselumt (law of diminishing marginal utility) W83 PWEAIN Lﬁ'aﬂ%mmﬁaqmmwmaa
Qmﬁnwmzl,l,siazﬂixnﬁﬂnaqﬁagiawﬁzjﬁlﬁu%w,l,é’a 31mmaaamé’nwmxﬁm3Lﬁ'34%u61ué’mwﬁamaq
nanfe
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P, =h" .. h", where 0 <q, <1 Eq. 23

g a € A o A& CY i ' [ ' o
Falunsdlrnamslinnsiideonaiadenaihgiuasiagedofenanamaadihyiuzes

wavlstlemidne (e fagldsuluawan mmsnsoduuanms (23) 1Wludnguuuunie fail

P, =[hl”' .h;’z....h:"]eﬂ'D‘sz”'“*ﬂ’D’ Eq. 24

loefi D, fla dummy variable Aifieifiu 1 Tuaa + uandiu 0 Tumaus dw BD, usas

' ] 1
a &K A

SanmanAeuulasesnanfiegedeluiif ¢ fafla take logarithm fuanms (24) udaeldh
log(P,)=a log(h)+a,log(h)+...+a,log(h,)+BD, +..+ fD, Eq.25

maUssnnEnms (25) anhWimlden o, fudesliiiulidninarasgmineme b, fifide
=3 L3 1 A‘ ) X ! o :; .
nenhilnauifiadle  uasehduszAnsmainsiimamanimb lgiuneufisasasmaatieman

alafinvasfiagodusmsgunile) mafidesms (quality-controlled housing) l@lasmsunmen

4 e A oA A v . g My Ay eoaAs
mmmanwmwagmﬂammmﬂuammw (23) umamwnumnen P, mmz\lmswmmgmﬂumm

939 (true housing price) dmiuldluszunsnmsvasuuuassfiagadfuiotssanaanndiat

U

anéfelnaldaly™

Repeated Sales Approach
mysaiulsnadneds hedonic mamuaudundhadiinanazgsennmwnelitayamn

Touswsdaynfintuauinenmadiagode middummaiudoyadeudog fofu Tunme
Nk éﬁwmmmzﬂwmmﬂ‘%mmﬁaq’mﬁaﬁu\lﬂa%ﬁqﬁaLLﬂ‘mme’fw%% repeated sales price W
AuUuULBY Thorson (1997) Ua¥ Mayer & Somerville (2000) %@ﬁmsmmww:ﬁa;imﬁaﬁﬁm‘s
Fomuannih 1 afs (repeated sales) it lnefidosninfiagerdemhniudinunmaada”
(wmetheaslimmSussnmnwls fassilinamgetw
Ftennanndennmatsznumauuy hedonic maiitmualusamsd (25) idlag

v 8 g J A l’: | LY : [ %
ﬂﬂM P, UWHOIDIMINEMEN U P, ﬂamm‘rnﬂumanammuum

© g Ferri (1977) dwitdumaumaszsnumeninumefiaslainlosaudon

17 v aXay a A Mp v a - 1 5[
YnANNAUNTRAUTEMINTAN Gladﬂ\ﬂﬂLiadfﬂﬂﬂﬂEJHLL]JﬁJ‘IJENﬂﬂ']L‘lI’]?jC’]ﬂUﬂ']W UITHCE
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T T
log(Pl)_log(P2)=Zﬁ1Dtl —ZﬂlDlz Eq. 26
t=1 t=1

loe#i D! Apimavasinuiniu (dummy) fudasiufinoaiousn uar D? Aawavasiuls
¥ (dummy) Auaaaiuiimensonge W hitagodumieifimsteneiuaiisgaugnmi 6

1 dl a1 ! e té ) . 1 v ) { o
fugae D! =Tuag D! fue) slenwihiueud Joaziun Tuaumsi (26) Alisierunaehan fidien
v oW d. 1 ] ° L% 3 n‘y A v d' v dl i [ N dl
fudnwmsfiagordulnngey  yhidaeenndidiuidesifoyaifeniusnumsiogaiduss  uasi
[ v & A A [y dl ° g : g ] u’: A A va
Anmndammuailifesnmnauariu nmivimgans 2 efs@gawiniu fwmnajid anse
misfinnmesaumamngegedevagin

L as ay A tdl ! 1AV A o ) d\lv ad
Wi 35 repeated sales awiifadluuiiazaannh  wdfideRedaneh  wafildainds
z v oA { () o [l o A 1
repeated sales WAadafinefiagand (price index) lalldsvsurasmen (price levels) Faupnsg
ad . A o 2/ [ % v !l v < [ A A

9P hedonic Mhlfimaunomaziuments lumsdnniadasieseisluGasmafionw uasms
sqedeulennade

o [ [~ nunq‘; 1 al ¥ s 1 4 Adz

gmiumafudeyalimalfiidie  wuhfloudnmmmamud idedhsinuimendngit
dasdhadiu mnudl¥dayadun duduvu 19U Price index on sales price of housing (Mayo and
Sheppard, 1996) Gafienuoinuien wasnafidu (Brox, 1993) way GNP Deflators 11 lnain

989 Malpezzi and Maclennan (2001) Wudu dmnsdivassumelnesin wunl¥duinendio
&’ d’ sd [ L) | 3 : dl

oweidudnlsznouniisrosirinedudduilne (P dudwmlvy YolfiRaemazmnas

mathzanne fefinuh nafisassuld  uasitlinunilifymlen  fandesdemsldingonams

Uszanuiiddesatheann
@) FUNUMINeET

dunumaneshadutihiuddguneimuasFnumsneshefiegodelnl  loefiaund
! dll 1 .4 dl 3 o L4 e o

guhazdialuneay  asnnduyumanieshofigetn  awhenaanansnlumavimlseas
fszneumsanas foii PSnmmsnaaialnsifiavanashy Tuussduasmatiszanoiu fduls
nanedhfisansoasiauduuninaaiield wu Semeanidy  musedud uay eriagfuser
fudu athalshd fagaedinwaiu differentiated product wawdsnduiiaiumaraet
tsznauiiu 1w Siudund laabifussnulild vie fussomudlidfagaulule smdnwmansau
2K |9 v n: nl‘d | W s 1 ¥ o, A L% LI 1 | dl 14
ImeewesiuladmfiGenh  deilinese  Jessnsnaviauliifuduumsnasien

vwiinaaatiadushen) sarululdeehadaea @i Mayer and Somerville (2000b) Hamuddty
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fueneshefiduingfufadunefiuriads (real building material cost index) wanaNfiiso1ad
fulsdu 1w ﬁ‘ﬁﬁﬁunumdaa%’ni’m (Kenny, 1999; Kenny, 2000; Hakfoort and Matysia, 1997,
Thorson, 1997; ua¢ Mayo, 1994) TIONTIAU LALAIRALTBIMLTTBIAUNUILMANEATI (Riddel,

2000) Wushunmidwmumsniastaldde
3 a0

fmiumeianaranaIIneg 1893y Sutlsenaude mamvuawamslanan sudey
!n:iln [~3 1 - 1 Aunz A - o 2/ e/ ] :.‘; [
maldfau uazmafuesrtionsnen Tuneafifiu mednmdaSninlfhulmwiaiona
] i v H ] [ 1 Py A ) a AY o 1 a €
nwwvusansRaa o lmihacinarnnieay eathalsfid  fdadaneh  msadilensing
nesy s Suanmatvuadtinnasmemaniaderan e msasiaranItILYed
zoning fimsnean wazlndifesiign dnndasimuaiumasmatidiulisudeudny mnzaziinade
mImAMIImMiuemaa (Neutze, 1987) UONAINK FDINITLIININATDINANIENLDIRUANGI
fiuldluudiazgaonm vlidwlsfieelfanansznees zoning ersgnimmaliaaninia initial
impact Wa¢ long-run impact 18 aehalsfia Mayer and Somerville (2000) datadanalinms
o a:l’ I3 ™ vy [ 1 1
Savweraananaznuuuuii avn dldthemnarasdathalallngwe
dwsudhula ¥ anarasmeimuamaldfion  dun  Swondeududfidaadialidmsu
mtaaunednaIIsenasi  Fawamsinmfinmannun  edwawdeunidaada lidmsums
Al z o Ve A. ] L73 v a .
gpaugaingu fash dwawiagadesuauqnefioansdieiossy 2025 (Mayer & Somerville,
2000) via AdwwAlY dummy wwimuelidu 1 defimslfasmaniis) viafimafiven

-3 i 73
TN LA
333 inaflansyszanauaziigm

Hymlwdasmgitoniatuldnmmany  wegiriddnmiulFmsssnowuyle
ém%uﬂr:ymﬁwumnﬁu%%miﬂszmml,musl%'wmaﬁums i ﬂzymmmﬂmmmﬁlau fifeanmat
Fusdaseluanmamtlafienmdiusiususmuasdnaumamils (simultaneity bias) Tomai
arlilldldsusddryadliussuuaums wasansRewaaosmanwennsel %qnWiazLLﬁﬂmmWLmdwf:
fa mavihdamndumefiamasnndudandu 1w three-stage least squares WAL
dummy variable th¢ W4 Follain and Velz (1995) dmsuisufilgmennameiniousasns

Wennsoh 91 Fullerton, Jr (2001) Wa¥ Puri and van Lierop (1988) 198 ARIMA and random walk
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uanmn*ﬁ Salo (1994) 1’ Engle-Granger Two step Cointegration LﬁﬂLLﬁﬂtym non-
stationarity ﬁf‘iasl,ﬁl,ﬁﬂ spurious regression WaY Hua et al (2002) 1‘6”3%‘ two-stage least squares
LﬁaLLﬁﬂmmmmﬁuﬁuﬁsmdn disturbance terms fUGUUsBESY (explanatory variables) §19¢)
dwisimuhiduitluganadidmiumasznnde full information maximum likelihood S
Tumalfiifudrdagilosann  wnzanaenanIaIMILsTano ifm%w'faﬂﬂﬂﬂl,ﬂwéu%a@ﬁ:
wanzan ueiAwaasiiFnatathg 19w Brox (1993) wenant Swwrh mstssanoimanes) aaiitigm
# disturbance term l§nssaeduutng (nomal distribution) ¥ bkendNLlEANST
emAmnAEY (Kenny, 1999; 2002) St mvisanoifiagafiarbinalfusiueniu dadlidy

avdpUgMENTIAMInTEedYa) disturbance term ferndmsnszauuundnsala

4. 1mL%'uuﬁ\lé'a‘mmsﬂszqnsﬂ%’aﬁmsﬂszmmhaq

muﬁnwﬂuaﬁ@wﬁqﬂwqjLﬂmmﬂlﬁw%uﬁm%uLﬁaméa'ffluﬂizmﬂﬁﬁwmLtﬁfs AnNNIEB
Tutssneindaweann (94 Kinzy (1991) ﬁnmﬁ%imuma%, Ohsfeldt and Smith (1990) &nwf
Sqmnda uwat Thorson (1997) AnwisgBoduand sy mofidwuil dovwitadwnnedoya
ganlszmeiannudinflatandisnsuimuuasasysoind Tneiawzathaiisdasammitogande
dmmfidnsnuRenfednnewndnsmmasmnasagadtlmlluswhadiessandles vie
snnmiiuilagiosnd wu Stover (1986) uay Mayer (2000) Fsnwufiomaner) Wasluignany’y
eLuﬂS'JLYIﬂﬁM%jE]LN%ﬂﬂHL%GL‘]J%EJULﬁEJLI WaY Malpezzi and Maclennan (2001) fnwi/Seuiien
am¥geuAm uay avmEendng TN waauAufiuamninsaamafioge g
frrouamsmendlanday  dwfiansssmeuioiofoiuifite W Mayo  and
Sheppard (1996) %aLﬂ‘%ﬂmﬁﬂumm@ﬁagmﬁwaﬂwsJ Nutrumeanaidy way mvald e

nummisaRiinglsvasdaden i nanda dmianlsinmumsnsusussraimaniouiag

' '
o )

Hnagunufisgadadansufswnamen (Bodnianils fe anudangueasgunuiiagnde
doman twas) uavajersassrannianamurasmawSeuuasiudaudsnediaus fendulas
natnama uayvide Adullmanlenny fagildarfnafiagedelns
Tunwraiu sudnmamlngwuhemediogodeingfinssisaaadasiuwnfenugm
. nl ' dl 1 LY el, ] a ,3 \‘LDG 1 t.il o A | i i °
stock-flow adjustment fiifioganée msisnansnasiioaulondedle amatlitashesmhdmam

fatndenilatasaiunaunmassgmudiogendalussareny daiu dmau stock 2esfiagmdef



35

-1 1 a i'ﬁ ) (v 1 2 ] % ;% 2 [~3 1 =3 d' 1 (3 d’
NBQL@N%H@QSLH‘SSGWU@QE]QLLM LLazmaﬂuNmajﬂaamwwywnma Auaaed URanmiiago e
a g ' =) IDJ ] a ‘3 a Z A | o PN § iﬁl
aufenu vdaziiuwlitanas way wihnmasisiu madisawrasfiogaduazamsnaniiaiulaiu

w Y 1 -1 =Y ] “ A‘ U o 1
danfideuted  nadifianananuans WmulwgaBnaldenuenduyseansanduiutseninaSnm

[y

fiogdelvl (C) fugumudifiog o Bud (s,) Aleundigwinsilenduauadedyguh
°_ W [ [ ! e ¥ v dl ' A 1 [
amamdsiududigaaumwluszozem dagulunsdlvaslsemeléviug woh Sty -0.36
(Hua et al, 2001) dwamifiWinalwdeliviudneiu foglbisnmin whitnudla swees Malpezzi
and Maclennan (2001) fidnminsifivasamiganidn uasdangy Fehedinemilite amedindede
o [ [ A a w v ' [ % 51’ ' \1 i a X e 51, 1 Y [
e 2 wisdauisarimeBudougs manesensunuazliion favhaulanhndumadums
dl A dl ' v
wasulanagaedy
g a v € L 1% A | % [y A (A A
wonani i udolssinmdunuynaudsinaiirenafasiumeud usihmaaau
A 1 o a é’ A o i | § A t L
wamaimafiegmduasfionn  wiesdarnwbisugasmiglasduasgivmaasiiogods  ua

Uinomaniesafiagadulmifazulsfanlymamsnfommsimendanande
a dl o 1 ' dl
41 unGswisaImenausussrasatmuiisgardudenisiisuudasnan

3.1/ ° i d{ A. 3 ! i 1 L3
mungrasgmwin mssmevhweldn Wenadadudn B namanassiiogade
nl g .u ,_-_; 1 | 4 i .73 H
aufinau loefidadumafowiamesSnummesiufinausuasdadadmm s asiuamen
d‘ RS ;’3 g 1 | A 1 a -=; ' [ ° 2
ik asnnvsaraeiun  usgiiueensbaneurasgUmuSnudiagodlmidene vhlims
a d‘ A ) [ dl ' A [ ) AI Al | 9 A’ 2’, ]
A Fnmumonite JsmTsfiasssnmeenadianeudanam FaSuduaudoud de Leeuw
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Author

Coverage of Study

Price Elasticity of Supply

Developed Cities
Salo (1994)
Malpezzi & Maclennan (2001)

Hakfoort and Matysiak (1997)

Riddel (2000)
Kenny (1999)
Kenny (2002)
Mayer (2000)

Mayer and Somerville (2000a)

Finland (1960-1988)
US: 1889-1994

UK: 1860-1995

The Netherlands (1977:1-1994:4)
USA (1977:1-1994:4)

Boulder, Colorado {1981-95)
Ireland, 1975:4-1997:1

Ireland, 19756:4-1998:3

USA, 1975:1-1994:4

44 US metropolitan areas,

1985-96

0.50

US prewar: 4-10

US postwar: 6-13

UK prewar: -1

UK postwar: 0

2.3 (short run) & 6.1 (long run)
1.0 (short run) & 3.0 (long run)
0.053

0.839

1.02

0.08
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A d‘d L4 18
BHBINENTIMLANUDY BENNBYERY 20

RO
Mayo and Sheppard (1996) Korea More stable, forming around 0
Developing cities
Mayo and Sheppard (1996) Malaysia Range of < 1 to 4.5
Thailand Range of 3 to 7

Studies based on total cost function

Stover (198)
Thorsnes (1997)
Brox (1993)

American urban areas (1976-81)
Portland, Oregon, USA
Quebec, Ontario, and British

Colombia, Canada (1973-87)

0.95-0.96
0.88
1.413
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@191f 1. Standard neoclassical theory and North’s institutionalism

Aspects

Standard neoclassical theory North’s institutionalism

Unit of analysis
Objective of
actors

Cognition

Information
Approach

Method of
analysis

Change

Equilibrium
Central concept

Econometrics
Modelling

Extent of market:

determines
specialisation

Approach to
development

Role of prices

Individual
Self-interested utility
maximization

Rational

Full
Universalistic

Mechanistic

Movements around
equilibrium based on
changes in relative prices

Efficient solution
Optimise efficiency

Well adapted

Highly developed,
equational

Limited by government
barriers to the free

movement of capital, people,

goods

Market liberalization, getting

price rights

Central

Transacting parties

Utility maximization within a framework of
institutional cooperation to reduce
transaction costs, and secure property
Rational within a framework of mental
models and culture

Limited, subjectively processed
Universalistic, with some attempt at
historical

Combination of deductive use of
neoclassical analytical tools with reference
to history

Through periods of prosperity and
stagnation, based on efficiency of
institutions in lowering transaction costs
and securing property rights

No presupposition of movement to
equilibrium

Explain the rise of the West and current
regional economic disparity

Il adapted

Informal, general framework

determined by efficiency of institutions in
lowering transaction costs

Institutional refinement leading to lowering

of transaction costs and security of property
over wider areas

Important but incremental impact over time

Source: By the author based on North (1981, 1990), format from Paarlberg (1993, p.824)



Eﬂ'ﬁ 1. The Evolution of Development Thought

GOALS OF DEVELOPMENT

Freedom

Sustainable
development

Nonmonetary indicators
Gross (Human Development
domestic index)
product
> Real per capital > ) Mitigation ) Entitlements
GDP of poverty and
capabilities

MACROECONOMIC GROWTH THEORY
Harrod-Domar ) Solow sources of ) “New growth theory”
analysis growth
CAPITAL ACUMULATION

Physical capital > Human capital > Knowledge capital > Social capital

STATE AND MARKET
Market failures [ g Nonmarket failures | ] New market failures |3 Institutional failures
GOVERNMENT INTERVENTIONS
Programming and Minimalist Complementarity of
planning ’ government » government and
market
POLICY REFORM
"Poor because Poor because poor “Get institutions
" —p -—— “Get all Polici —P>
poor policies “get prices © ?ight? cles right”
riaht”

#an: Meier (2001)
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zﬂﬁ 2 9N Harvard ij Chicago ij the New Institutional Economics

Macro

Get the prices right

Micro Neoclassical

Get the property right
Institutional
(General) theory

Institutions more

generally Direct

Get the institutions

Governance/mechanisms

fan: Williamson (1994)

U1 3 A Layer Schema

Institutional environment

A
Shift Strategic

G n
overnance Feedback

effect

Endogenous —p
Behavioral i ’
Ind%ect preferences

Individual O E—

s Williamson (1994)
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