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Characteristics of 
Various Economic Studies 

Anthony Downs 

Farmcrjoncs owned 160 acres of ferile land right on the edge of a fast

growing metropolitan area. For years hc had made a decent living raising vegetables; 
however, he was well aware that the city was creeping out toward his farm. Finally. after 

new homes and shopping centers began to spring up all around him and a giant super

highway was routed past his back 40, he decided that it was time to make his move. 

Being a shrewd twentieth century citizen, iewould not accept any offers for his land 

until he first"had a study made" of its pocential. So he called in Appraiser Smith to do the 

job. 

Smith's assignment seemed simple-just appraise the land. But the more he thought 

about It, the more perplexing it became. Should he start with a market analysis, or a high

est and best use analysis, or a land use study? Or should he use a feasibility analysis, or 

perhaps a marketability study? Or maybe even a cost-benefit analysis? Every time he 

hard time distinasked a colleague for advice, he learned anotulcr term which he had a 

guishing from tae ones he had aiready heard. Even consulting the textbooks was not 

much help, since most of these words were not mentioned at all. 

Smith's confusion illustrates a growing problem in the 2ppraisal profession. Today 

more and more tCl estate appraisers arc inaking studies that go far beyond the hounds of 

normal propctty valuation. The complcxity of current transactions means thzt they must 

devote more attention than ever to gencral market conditions-sometimes as much as 

they devote to the char-actcristics of the particular parcel or parcels being appraised. 

As this need for broader studies of nuarlcts has grown, a confusing crop of terms to 

describe them ha come upon the appraisal scene. Concepts of 'feasibility study," "mar

kCt analysis," "economic study," and "mrkctibility study" frequently arc used as if 

they all meant thc same thing. Moreover, academic economists arc further littering the 

verbal landscape with such terms as "cost-benefit studies" and "land use studies." 

To clear a path through this tcnninologica: jungle, I propose to set forth definitions of 

these terms and a few others. These dCfinitions will enable every appraiser and econo-

SOURCE Mepdnnd fron TheAppraisalJournal (July ' n.-3M.1 116 by the Americ.an InsllutO Of 

inIEstahe Appfaisers ol the NATIONAL ASSOCIA1 IO OF REALTORS1. 
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Even i not il appr2isers agree with these definitions at IAst they will serveas a focus
for debate which, It ishoped, will evcntuialy lead to wiepred acceptanice ofstandard
meanings. 

Specific Kinds of Studies and Their Traits 
The tetins to b, discussed are: appraisal, cost-benefit study, economic 

study, ecnomic base study, feasibility study, highest and best use study,Lind use study,
lind tidllat!on study,market study, marketabil!ty study,and r-use appraisal.a " To differentiate anong thcse tcns, I have identified eleven diffcrent chaacteristics 
that anygivenstudy might conceivably exhibit... Each ofthime "fingerprin" cra|ts can 
be described aifollows. 

VI&Wdpoint 
Some studies are conducted from the viewpoint of aprivate developer or

investor; others from the viewpoint of the government, the pLbicat large, ora detached 
observer, The viewpoint embodied in a study need not be ciat of th person making the
study oi the,person sponsoring It. Thus, a government a.gency can sponsor afeasibilitystudy conducted from the viewpoint oftprivate profit-orinted Investor. 

Use ofo&Gen .uSupply-eandAnaos 

Some studies concentrate solely upon the characteristics of a particula
piece of propcrty; othcrs embody an an2lysis of the general supply-dcand situation for 
the entire class of properties encompassing the subject property. 

Conslderatlon ofMultiple Uses 
in some studies, the 2n2lyst scans the economic horizon for any land uses

which .lght prove practical at the subject site; In other Cases, he considers only two or
three alternative uses; and in many studies, he confines his attention to a single use
cspeciay If the property isalredy improved so as to best serve that toe. 

Use of a Preexisting Development Concept 
Many studies require the evaluating or testing of the market for a specific 

propo -d development, rsuch as a 25- tory. high-rent apartment building, oai-.opplng
ccntercontalInr,3 500000 uare feet including two dcpartmcnt stores. Others requireevaluation of asite for which no particulur developments have been proposed, or anal
ysis of the d sr-abilityeota gcneral type of land use, such as housing or retail, at the site. 
Although the litter studies may require the analyst to assume aspecific development con
cept, he is notgiven 2.preconceived notion from which he must build the study. 

Explict C ulation of Rate of Return on Investment 
In certain studies, the analyst must carry out a complete fiancial analysis

of apital costs, operating costs, and revenue flows In order to determine the fiaci 
rAte of rcturn that the Investor or owner can achieve. 

Estimation of Value 

Some types of studies require the analyst to make a definite estimate of 
mnAcrt value, but most do not. 

i1
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GroupsAllocation of Costs and Benotits to DIt~ront Persons or 

Studies conducted from 	2 single viewpoint, such as that of an investor, 

among different person,;. But studies involving
need not distributc costs and benclits 

multiple viewpoints must take into account the fact that the persons who pay the costs 

do not always receive the benefits, and vice versa. 

Calculation of Absorption Raes 

In some cases, the anal)'st rust deccrmine how fast the land uses contern 

plated can be marketed, and convert that rn-z.of-salcs into a schedule of land and Im. 

provement absorption over timc. 

Progranm ,tic Contont 

llrogram atic studies must specify what concrete actions can-or should 

periods in the future. An example would be a description of the-be taken at various 

steps to take before marketing agiven propeity Whereas a plan indicates what should or 

can be done, a program also provides practical recommendations about how to do It. 

ConsIderation of Nonpecunigry Factors 

some studies consider only financial or monetary costs and bene

account nonpc, niiry factors. rxamples of such factors are 
Whercs 


aes
fits, others take Into 

thetic effects, compatibility with surrounding land uses, and employment impacts upon 
s one or many

the community as a whole. This Is relared to whether the study embodi 

viewpoints. 

Focus on a SpecfIc Parcel or Propqrty 

Most of the studies %hidx we "re considering focus on particular proper

ties, or on a single property. IlowCver, 0mC are analyses of entire communities rathr 

than any one part thereof. Still othec studies may exhibit either type of focus. 

A Short Discussion of Each Typo of Study 

bercin and to illuminate the differences 

7among them. let us brielly examinc caCti IyF.,plaing Ctphasis on the characteristics -t 

iifr sornewh2t forn the more traditional def-

To dcfine the studics couNidc -,J 

vill
forth above. "llcscdcnitini , tlhr-., 

initions and t.plaif tons of h 

Appi.tlsal 

An appljaisal Ls irt tl.iitC w' valuc-stlsually marnket value. Hence it must 

concern a spejCifi v pjro '.Cad u), l, ii. ,lye suffiiccill dctailed analysis to arrive at 

h.ta "" ifictype of liud usc must bc assumed wht.n
quantitative a.Lwcis. lhis rncaas 

kic.is., it is rclatively obs uius which type of 
an app-aisal f iUl pr Cc Is ii1. hi 

land use is both Ic;ll.i undrc cxistinIg uriru; t will produce t"ir highest return on the 

land. in .rat casc, :io,letAil.Ihihst Aitd l,, tuc stuly ooSt br t.rAde. But in otier cs, 

such a study is rcquirCd as pat of the aI ,pp I.,sinc:e itmay 11('t 1w clear just what type of 

use would he tnost profitt !r.Smititit ,"Appc-ais i tcqui;c z dctailcd market study;l . 

others do not. 
' , c rxisti g ,!,vulopui. urt concept depcnds

Whether or not -,ai pptjikl (1,at v. 

at is lci:q, Atlraiscd. 11Ic ltii I i ,ticis l i1ig oitttariscd without reference to 
upon r' 

Icparticu.at imtpros cunts, thcitsuch a c ,..,'pt should ti,,( iced But If vacant land is 

being apwaised is If Aic-dy dcch ,put ii arcordarrir with ,mlie ctincept (including 
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c-ses where the envisioned improvements already exist on the land), then the concept 
mut be used. 

An appra;sa requires ,s;imates of absorption rates whenever it involves such 2 large 
property that marketing it is likely to take 2 considerable amount of time-. This is typical 
of land on which new improvements are being constructed in units that can be sold or 
rented individually, such as apartme', units, blocks of office space in a single building, or 
sites in an industrial park. 

Since appraisals usually are economic in characte-, they do not consider nonpecunlary 
factors except insofar as such factors influence nurket value; for example, extreme ugli
ness may reduce fC value of a home. Similarly, appraisals estimate the value of a prop
erty to a hypothetical well-informed buyer or seller; hence no a1oc.ation of costs and 
.,nefits among different parties nomally is required, unless a partial interest is involved. 

Fit.ly,an appraisal per se is a specific estimate of how the markct currently valu"s a 
property, or would do so as of a certain ctte; hence it usually does not embody recom
mendations for action, which are essentially a part of a consulation rather tran ar p
praisal. However, in some cases the appraiser's client -nayask him to include .nurketlng 
rccomrnendatlons along with the 2ppraisl, evrns though technically they arc not part of 
the appraisal Itself. (We will dLcuss this further under Rcuse Appraisal.) 

Cosi-3enefit Study 

Cost-bencfi, studies generally are used by public agencies to help in their 
decision of whether or not to construct certain capital improvements, such as express
ways, shipping canals, or irrigation systems. Usually, the analysts calculate all of the be-e
fits that a proposed improvement will create (often including nonpecuniary benefits) and 
weigh therftagast the cost of creating the improvement. Then they calculate a benefit
to-cost ratio, which must exceed 1:00 for the improvement t. be considered "desir
able." The benefits and costs considered sometimes include secondary impacts upon su: 
rounding properties, as well as direct user benefits. Since cost-benefit studies reflect the 
effects upon many people, they embody multiple viewpoints; hence the costs and bene
fits should be allocated to different groups. 

Economic Study 

This term encompasses any analysis involvirog economic variables; hence It 
is so general that every one of the other eleven studies considcred herein could be con
sidcred a particular type of ectuomic study. Therefore, when appraisers encounter the 
term "economic study" in discussions or contracts, the)' should ask to have it replaced 
by a less general term, or at least have itdefined very specifically to fit the particular situ
ation. 

Econom!c B.-,o Study 

"Tiis tyre of study is dcsigjc-d to analyze the entire economy of agiven na. 
tion, region, or metropolitan area. (A single city within a metropolitan arC usually is too 
Integral a part of the whole area to be analyzed separately.) It is most frequently used to 
establish the framework within which city planners can develop specific comprehensive 
or conununity plans. Several approaches can be employed in making an economic base 
study; however, each involves classifying all of the economic activities carried out in the 
area into a numlxtr of categories which are then utilizcd in the detailed analysis. TI-e sin
plest classification distinguishes "basic" activities-those with outputs primarily In
tended for export to other areas, such as a steel mill--+tofm "hnnha.ic" or "local" activi
tics_-those with uutputs mainly cousuilmcd within the subject atea, such as a grocery 
.qore.ThPe to t complc-x classification o curs in the "input -output" approach, which re
quitre a d tailcd breakdcwn of activitics into specific industries or nonindustry group

1-4 
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ings. An economic base study does not focus on particular properties or even on particu
lar industries, nor does it Involve market analysis in the usual sense. Moreover, it is 
always conducted from the viewpoint of the community as a whole or a detached ob
server. Since It does not usually involve consideration of any specific policies, an eco
nomic base study does not describe costs a: id bencfits ofvarious action programs. 

FeasibilityStudy 

A feasibility study Is any analysis aimed at discovering whether a specific
project or program can actually be carried out successfully. Hence, every such study in. 
volves a particular development concept on a particular site. The precise nature of the 
analysis depends upon what Is meant by "successful" accomplishment of the proposed
development. In almost all situations which the appraiser might encounter, "success" 
implies a sufficient return on the capital required to attract private investors to carry out 
the development. Hence, feasibility studies nearly always involve computing the likely 
rate of return on Investment for the one or more uses envisioned on the land involved. In 
many cases, this implies that a marketability study must be done as part of the feasibility
study in order to discover just what uses are plausible, and what revenue flows could be 
expected from marketing those uses. However, a project can be markcrablc but not feasi
ble. For example, analysis might show that 200 apartment units proposed for a given site 
could be rented quickly at the planned rental levels, but the difficulties, expenses, and 
time lagt involved in purchasing and clearing the site would reduce the profitability of 
the project below acceptable levels. In some situations, such as broad urban renewal stu
dies, feasibility studies are aimed at discovering whether a given project is "plausible" in 
concept (that is, seems likely to have a possible chance of success) rather than "success
ful" as an Investment. 

Hlghost andBest Use Study 

This type ofstudy seeks to ascertain what particular use of a given parcel
will provide the maximum return on investment, within the constraints of zoning laws 
and other legal limitations. Hence it always involves a particular parcel, and never em
ploys a single pre-existing development concept. In theory, the analyst "scans the hori
zon" for all conceivable uses and analyzes each to determine its likely rate of return. In 
practice, analysts mentally consider many uses but immediately reject most of them as 
inappropriate for relatively obvious reasons, such as incompatibility with surrounding 
uses, inappropriate parcel size, improper accessibility, etc. "fhcn they study the remain
ing small set of uses more intensively,perhaps through market or marketability studies. 
This step usually eliminates several more possibilities, leaving only two or three for de
tailed feasibility analysis. 

The necessity of considering so many uses, and carrying out so many analytic steps,
makes highest and best use studies among the most complicated and difficult of all of the 
economic studies that appraisers must perform. As a result, many highest and best use 
studies arc done in very abbreviated form, containing only cursory consideration of all 
but one or two uses. and perhaps incomplete feasibility analyses of these. Yet a true high
est and best usc study requires a complete financial analysis of "prototype" improve
ments for several uses so as to arrive at probable rates of return on investment. Such stu
dies normally are made from the viewpoint of a single investor and do not take 
nonpcuniary factors Into account. 

Land Use Study 
A land use study normally is a complete inventory of the parcels in a given

ominiualty or othtr irta classified by type of use, plus (in some cases) an analysis of the 
spatial patterns of ue rrevealed by this inventory. It does not embody the viewpoint of 

1-5r 
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any particular investor, nor does it focus on any one parcel. Furthermore, no consider

ations of markets and feasibility normally are included in a land use study, although they 

may be added as supplements. In some cases, the term "land use study" is used loosely to 

indicate a highest and best use study, since the latter also analyzes the use of land. Confu

sion may also arise from the similarity of the tcnts "landuse study". .j "land utilization 

study," as described below. However, the distinction will remair, clear if the term "land 

use study" is used only to denote the type of inventory dcscribcd above. 

Land Utilization Study 

This is a specific type of highest and best use study required by the Urban 

Renewal Administration as part of a land utilization and marketability study, or LUMS. It 
cstuse study except two. Whereas ahas all of the characteristics ofa normal highest and 

normal highest and best use study takes into account all land uses which appear both lc

gal and :conomically feasible, a land utilization stud) considers only those uses ap

proved by the local public agency in charge of the reneal program. The agency may 

rule out certain economically feasible uses becausc of nonmrket constraints imposed 
it will fit into some larger plan for the surupon the development of the land, so that 

rounding area. The second difference is that a land utilization study may not involve de

tailed calculations of the rate of return on investment. Such calculations are not essential 

when the local public agency has narrowed the range of possible uses down to so few 

alternatives that it is relatively easy to determine whether they are appropriate to the site
 

and which will yield the highest rate of return.
 

Market Study 

Any analysis of a real estate market in general is a market study. Examples 

are a study of the demand for office space in downtown Cleveland, and an analysis of the 

deniand for high-rise apartments in Beverly Hills. Although every market study is general
 

because it involves more than one piece of property, It also considers only properties
 

within certain geographic boundaries. These boundaries differ in size dL.pending upon 

the type of property being considered. Usually those which are not directly competitive 
even a general market studywith some geographic area of focus are excluded. Thus, 

must have some geographic referent, although it is always broader than a single property. 

as the above examples illustrate. 
it is true that some studies that are called "market studies" consider the general market 

first, and then "zero in" upon the market for a specific property. flowever, such specifi

cally focused studies really are marketability studies. even though each includes 2 general 

market analysis. It is the general analysis which constitutes the market study, not the 

focus on one property 
Every market study involves an analysis of two items. One is the present and future 

demand for a certain type of land use. The other is the present and future supply of com

petitive facilitic- of that type in the area. 1, may be conducted from the viewpoint of a 

detached observer or that of a private investor, but it does not involve calculating return 

on investment. Nor does it normally involve nonpecuniary factors (except insofar as 

they affect dermand) or any allocation of costs and benefits. A market study often includes 

a land absorption analysis. It may even involve recommendations about how a certain 

type of improvement oc a particular improvement can best be marketed under existing 

conditions. 

Markotlallty Study 

Ths typ" of study involves dectrmining to what extent a particular pieccof 

property can he metced. Every such study analyzes the likely present or future demand 
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for that property and the existing and likely future supply of closely competitive facil-

It then formulates three kinds of conclusions: 
which the particular property might be sold or ities. 


The first concerns various prices at 

rented. 
The second estimates the quantity, such as apartment units or square feet of office 

space, likely to be sold or rented per year, or other time period, at those prices. 

The third discusses specific conditions, such as financing terms, sales techniques, or 

certain amenities, which would encourage relatively rapid sale or rental. 

As noted above, almost every marketability study includes a market study of the gen

',rlass of property being considered. In some cases, particularly those involving va-

In'id,marketability cannot be determined until some prior analysis indicates which 

t. ocular possible uses should be analyzed. But such prior determinatk. n cannot be 

.Lade through a complete highest and best use study That type of study inherently re

quires a determination of the marketability of the property in each of scveral possible 

use can be chosen. Hence, many marketability studies require
uses before the "optinlal" 

an initial scanning of possible uses and a narrowing down to a few seemingly feasible
 

ones without performing a full feasibility or highest and best use analysis.
 

Marketability studies differ significantly from feasibility studies. The former consider 

only the way inwhich the property concerned can be marketed. The latter also consider 

whether such mrketing will be sufficiently profitable to make th deal successful. Thus, 
market study since it includes a market 

a marketability study is more complex than a 
on one property; it is less complex than a feasibility study since it 

study and "zeros in" 

does not involve calculating likely return on investment.
 

Rouse Appraisal 

A rens- appraisal is an appraisal of a specific parcel based upon some use to
 

which it is assumed the parcel will be put once the existing improvements thereon have
 

are almost all conducted as part of a federally fi
been demolished. Reti' appraisals 

nanced urban renewal program; hence their nature and contents are greatly affected by
 

the regulations and practices of the Urban Renewal Administration and local planning
 

agencies. In most cases, the specific future use or uses assumed are furnished to the ap

praiser -'sa result of prior studies-specifically, land utilization and marketability studies.
 

Iicnce,_euse appraisals generally do not include determining what uses to consider. In
 

reuses considered is often significantly influenced by

fact, the nature of the particular 

nonmarket constraints imposed by local planning agencies, as mentioned earlier. More

over, reuse appraisal reports generally include specific suggestions for methods of mar
ap

keting the parcels involved after they have been cleared. Ilence, the typical reuse 


praisal really combines an appraisal with elements of a marketing consultation. In other
 

respects, it has the saime characteristics as any other appraisal. 

Characteristics Table 

Table 1.1,a summary of the preceding discussion, indicates which of the 

traits used in this analysis axe exhibited by each of the eleven kinds of studies we have 

indicates that a particular type of study always possesss the trait
considered. A "yes" 

means that it never does. The other items cover most of the possibili
concerned; a "no" 

the trait concerned is not applicable to 
ties between these extremes. "NA" means 1112t 

that particular kind of stud)'. 
C-areftdlan2!ysis of this table reveals that cat h type of study has characteristics different 

rocn any, o(thcothers. Hence, it is possible to u.e the table as a dictionary defining the 

studies arid showrilg iheix distinguishing featuces. 
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Tablo 1.1. Charelsrlalls 

S "- 0 0 0 0. 
_0.0 ,v, U = C 

- ~r0 = 0- = = . 
E *~~S c o -. 

Appraisal private owner yes not not yes yes not no not no yes 
or Investor always always always always 

Cost-benefit 
Study 

general public 
or government 
2gency 

yes no yes yes no yes no yes yes not 
always 

Economic Study could be any 
viewpoint 

yes not 
always 

not 
always 

not 
always 

usually 
not 

not 
always 

no: 
always 

no usuafly 
not 

not 
alw2yS 

general 
term 

Economic Base 
Study 
Feasibility Study 

community as a 
whole 
private owner 

no 

yes 

NA 

usually 

NA 

yes 

NA 

yes 

no 

no 

not 
alwa'. 

yes 

not 
always 

not 

no 

no 

NA 

no 

no 

yes 
or developer not always 

Highest and Best 
Use Study 

private owner 
or Investor 

yes yzs no yes no yes not 
always 

no no yes 

Land Use Study detached no yCs no no no not no, not no no 
observer or always always always 
general public 

Land Utiliztion 
Study 

private investor yes yes not 
always 

not 
always 

no no not 
always 

no no yes 

Market Study private owner 
or detached 

yes not 
always 

not 
always 

no no not 
always 

not 
always 

no no not 
always 

observer 
Marketability private owner yes usually yes no no yes not no no yes 
Study or developer not always 
Reuse Appraisal private owner 

or developer 
yes no yes yes yes yes yes no no yes 
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James D. Vernor, ed., Readings in Market Research 
for Real Estate. Chicago: American Institute of 

Real Estate Appraisers, 1985.
 

Housing Market 
Analyses 

Michael Sumichrast 

Forecasting Housing Demand 

The loan application packages typically supplied by buddcr-developers to 

mortgage lenders usually include some statement of demand. based on analyses of the 

strength of the local economy and population projections. Indeed, if there isnot an opti

mistic outlook for Ical growth In population and.income. and hence in housing de

mand, there is no point in submitting the application. 

The difficulty is that lenders may believe the projections without examining the foun

dation on which the whole structure of analysis is built, or that they may not carefully 

examine the analyses themselves. There is the tendency for builders to build anything 

they can mortgage out of, or produce with little or no equity. Thus abuilder-developer 

will commit himself to a parcel of land, possibly subject to getting financing, get a re

search study-mortgage package on a project, and then submit it to a lender. It is then up 

to the lender to determine whether the local market really needs more of what the 

builder-developer or equity investor wants to build. 

In looking for a !acc of strong demand, builders and lenders alike want local econo

mies that have growth potential. They also want a viable community, able to respond to
 

the forces of growth, so that the construction will be feasible. If the community also has
 

stability, so much the better. 

The Economic Outlook 

The questions askcd about the economic outlook consider employment.
 

income. nd construction. Naturally, the cost and availability of money are of particular
 

concern. The first question concerns the national outlook; the second concerns the local
 

economy.
 
Avariety of national outlook services are readily available from various sources. DRI,
 

Wharton. wnd Chase provide the most prestigious national models. A daily reading of
 

Maury Seldin. ed., The Real Estate Handbook 
SOURCE: reotirked with' permslon a' the author from 

3 33 7. IDI DO by Michael Suinichrast.
(Homewood, IiL: tEow Jogetlrwtn,198j 14
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The Wall StrctJountal or 2 weekly reading of Business Wi-ck, Ncwswceko or Time pro
vides information on the latc:,t developments. 

A regional and state model of housing starts is available at the National Association of 
Home Builders. 

Economlc-Base and OtherEmployment Analyses 

An analysis of the loc il economy starts with a deermination of its employ
mcnt base, using the categorics of the standard industrial classification (SIC) codes. An 
economic-basc forecast uses ernply-rnent rates at a given time to forecast employment 
changes, w~iich are the basis for a projected change in population. 

Other employment analyses can be as simple as identifying the major employers and 
assessing their future. 

The employment opporturtity analyss are useful for judging the character and stabil
ity of the community and for assessing the potential for development. In essence, both 
lenders and developers need to be able to judge the quality of the community. Some num
bers are usually available for this purpose; the thing to do is look to the nurpbcrs and form 
an independent judgment as to whether there will be jobs in the community, what kind 
of income they will generate, and what the character and the extent of the demand for 
housing will be. Table 8.1 gives a summary of where to obtan various types of 
employment-based information. 

Table 8.1. The Economic Base: What Facis to Get and Whero to Get Thom 

Type of 
Information How Measured Where to Got Facts 

Employment 2r d Number of people State employment agencics 
uncmploymt.nt Number of men Bureau of the Census 

Number of women State departments of economic 
development 

Manpower commissions and 
Federal Htousing 
Administration (FIA) 

New Industries Type of industrics Dcpariment of Commerce 
Numlr of people to be Employment agencies 

employed Newslapers 
Wages and Salaries Utility companies 

Councils of government 
Business conditions Retail sates State tax offices 

D parment store sales Sals Management magazIne 
Bank conditions Federal Reserve Board (national 

and regional) 
Cha1ibcrs of commerce 

What to look (or 
Econonlc-base analysis must not be a static collection of data. "he analyst is looking for 

I. Trends hnflumncing the denmand for homics 
2. Changes In spending pattems 
3. Changcs In employment levels 
4. C:ha.cs In ecponomlc levels 
5. Charnps in the mix ol en'loymcnt opportunities 

5Z'hat Sit.; rorvficr]dd
I. (;emmrrai bu,imme.s =tondititons 

2. Bank deits 

h. Drpamlincnt %toresars 
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Table &I.(contflnued) 
Opening or closing of facilities providing employmentc. 

2. 	 Employment trends by industry 

Trends in unemployment3. 

where 10 get I 
The chamber of commerce is a good place to start-but not to stop. Go forprimary source 

materiS.
 

Population Projectlons and Forocasts 

Typically, analysts will accept population forecasts done by dCMographCrS, 

which arc usually supplied by planning bodies of local political bodies. States also make 

attempts to forecast population, as do private individuals. No single method of estimat

ing population has ,hown consistently greater accuracy. Evidence also shows that a 

error can be obtained by averaging several estimates made by different 
lower average 
methods. 

There are probably as many as two dozen methods for small-
Methods. 

area population forecasting. Of these, four are the most consistently recommended (see 

table 8.2). 
The summary of forecasts is a very impor:Snt step in housing analysis, but it should not 

be an overwhelming issue. The analyst need not bcComC a demographer and go into the 

great detail that accompanies population forecasting. The methods described in table 8.2 
are many more 

should srve more as a reminder that such methods are available. ,-re 


very complicated.

than those described, some of which are 

Housing Market Data and Sources fo' Population Farocasts 
Table 8.2. 

Whero to Got Data 
How Measured

Method of Estimating 

Bureau of the Census


Census of Ilousing
Housing Inventory method I. 	 Dept. of Housing and Urban 

2. 	 Updhtc by 
Development annual 

a. Complctcd units by 
metro surveys

type 
net Building rermit office

b. Adjust for 
Laggcd oivations of permits to 

removals 
completion if completions

c. Adjust for change in 
not availablevacancies 

Pcrmit office for removals;
3. Determine housing by 

check census for trends 
a. [iomc ownership 

Census of lopulationb. Rcniers 
Building owncr's association 

4. Apply avcrage number of 
for vacancies pcr.ons per: 

a. Owner 

b. Reiter 

State employment service 
I. Employment by

Labor participation rates 	 Planning boardsindustries 
Local economists at banks. 

2. 	 Projection of 
industries, etc.

employment 
Chamber of commerce

Trcnds of cmploymcnt,3. Utility companiesmen and womcn 
Sakcs anagcmcnf4. 	 Devclop participation 

rAies and trend 
5. 	 Translaic into 

population 
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Table 5.Z (continued) 

School cnrollment 1. School population, past School boards 
participation rates 2. School population, Parochial schools 

present and expected in Individual prvatce schools 
future Bureau of theCcnsus 

3. 	 Translate into 
population using census 
school enrollment 
techniques for 
population 4 through 15 
years old 

Vital rates I. 	 Trends in birth and Bur,2u of the Census 
death rates for small State health departments 
area; to Cstimate, follow County clerk 
trends of the state, metro Utility companies 
area, or region Planning boards 

2. 	 Get actual birth and 
death rates to obtain 
separate population
estinutc 

3. Avcragc both methods 
4. Deduct or add military 

pcrsonncl 
5. 	 Allow ,Jr in- :nd 

out-migration by using 
census techniqucs 

Before accepting the forcast, the forecaster should 

1. 	 Review the numbers for coa-,istcncy.Do they make sense? is this fore
cast possible? What is the record of the forecasting agency? 

2. 	 Make sure he is getting the same data from various sources. Sometimes 
the data base in various forecasts is quite different. 

3. 	 No data should be accepted as fact. The data should beverified and the 
validity of the sourcc assesscd. 

HouseholdProjections 

Population estimates such as those discussed can hc translated into demand 
for new homes. Using an estimated number of persons per household, the raw popula
tion data can be tra.slated into a forecst of new household formations (table 8.3). 

Table 8.3. Population and Household Growth In Moflgomery, tvarylad. 1960-1990 

Household 
Year Population Size Households 

1960 340.900 365 92,400 
n
1970 522,800 3., 156,700
 

L975 572,100 305 185.600
 
fl"80 600.000 2 Id 206,000
 
1985 635.000 2 7. 230,400
 
1990 66,000 2.70 250,000 
Incrtase
 

196 0-70 1H1,900 - 64,300
 
1970-80 77.200 - 49.300
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rable o-t (conUinuoM 

1980-90 86,000 - 44.000
 
1980-85 35.000  24.400 

9.6001985-90 51.000 

1970-90 103.200 
 - 93.300 

Socwr: U.S.Bureau of the Census. Cres&sat the Population. 1960. 1970. U.S.Depmnnscm or Commece. Btreau of coi 
.unic Analysis; Meropoli.tan WastihngtonCouncil o( Goneenments. 

QuantitativeHousing Demand 

Effective quantitative housing demand uses the housrhold projections as a 

base from which an annual dcmand for housing is derived. This procedure is presented in 

table 8.4. 

Table 8.4. Forecast of Ouantitathe Housing Demand, Montgomery County Maryland, 1974 

Total For Sale For RentStep 	 Item 

I. Projectcd !,nuschold increase 	 6.365 3.820 2.545 

2. Net removals (0.68% of the standing inventory 
of 182,128r 	 +1,236 +136 +1,100 

3. Gross dcm2nd (I + 2) 	 7.601 3.956 3.645 

5,040 8I0 4,2304. Available vacancies' 
5. Normal vacancies (0.8% ownership; 5.4% 

4.040 780 3,260remtaly 
6. 	 Excess of vacancies (4 - 5) 1,000 30 970 

6) 6,60! 3.926 2,6757. Quantitative dennd (3.-
8. Units under construction" 	 7.500 3,600 3.900 

9. 	 Normal rate of construction' 5.500 3.000 2,500 

Sales, 10 months (4,500 units) 
Rentals, 12 months (2.500 units) 

10.. Excess of new construction (8 - 9) 2,000 600 1,400 

i1. Net drn:ind (7 - t0) 4,600 3,326 1,275 
4,600 3.326 1.27512. Annual demand 

ereesintic-f(rtaya.Between 1960 and 1970. Montgomery County pastproduction actlty shows iha 46% of at]umits 
tinse 8S.5811 units wcre produced, or which 39.0$4 weresnglk4annLlytsu and 64% were mutlfarrily units. During thai 


uits.The high ratio of multiples waudue to two years of unusually heavy mulfanily salvity. In 1966 and 1967. bc-
 tuo 

rtdefinition oztoning foe apartint hoelts. activity just befor the cutoff dare sotsrd Io record k-tts. Thesetwo yesrs. 
-(Anlly unlu .1908. 196' . and I10. wtWt".ngl i 


counted for &N-1(0% (t thetotal. This shire was epectied to continue and-a usedIn this tabl.

thesefo. 	 asteasotypic.l toe in line with past activity armthe yeas 

b.Net tnovsl htaye ben cstintated at0 68% ofthe aerai arnnualInvenirty (mnoltkxonin ayear) Most o the menoasa 

Ceurr d in mulhifi-ily units. 
Whes the ctnus wa tiken on April 1. 1970. the datashowed ac. VC. .-" wsereaetived frorn updating te 19710census. 

relativcly tow nuern of vaaiscies. The ct'n-. dat wcr updated for the balanceor 1970 and thu tr-h 1974. There tun
 

beenrapid InCreas ,1 ea-soc sinte rAptt- dAtC.
 

d. The Igh mAtl)ility rt 1t Morrttnet"yr county puts the noonral vacancy rateat0 8% forhon owtsrss and as5.4% for 

td d t relleet nlinnrory,.toc only
c. Units ult c-ntutliudcs ivtid trotsItA.t.J litentory Suveyt )aa wcm 
Inno tntoryr1.s a a--ftaradby FitA. 

flnetat dterived fron past hIstorical relatios mi, the rate tit alaaaptlon for the perlodf. Normal rite of c art Irs.a 

1970-73.
 
Sousrce: Suretal..ast and1a4ty Setaln. ItousingtAi-fac.torat. Ill.: I)tn JoneIrwln. 
2977).' 1977. Do.sbMkhIre 

JYtra Ir in.
 

Coastralnts Affecting IIousing Demand. IC arithmetic presented in 

tabl 8A shows a demand for 4.600 new units for 1974. "Tis is substantially below the 

when 10.554 units were gven builting permits, or in 1972, 

when pcrtnits %ccouxtedlor 1i.380 units. Even production in 1973 was considerably 
levcB offirodl'actioa in 1.971, 

higher, at 7,625 vutiLs. 
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Under normal conditions, the forecast of 4,600 units does not seem out of line. But 
examining the numbers clearly suggests a great deal ofove juilding, slow-moving inven
tory,and erosion of the economic base. The booming economy was just about to bust. 

In addition, Montgomery County had started to experience the impact of a sewer mor. 
atorium which began in 1970. This sharply curtailed production had caused builders to 
move their new-housing efforts to nearby Virginia. Too, the expectation of a tapering of 
the economic boom brought about a fear of changes in interest rates and a decrease in 
mortgage funds. This has always had an immediate impact on housing production. 

Net deMan6 should be adjusted to such interference with market forces. This, of 
course, is casier said than done, since to a large extent it involves judgment on how se. 
vere an impact these variables may have on production. To put the impacts in a model 
using regression analysis is not practicable because :.ome of the impacts are difficult to 
quantify In addition, not enough experience has been accumulated to come up with a 
good impact measure as far as sever moratoriums are concerned. The impact varies from 
place to place, depending on the enforcement in any particular area. 

What is needed is a line item that would translate net demand into net effective de
mand, or units that will be absorbed, given the local economy and allowing for adjust. 
ments in supply. One way of doing this is presented in table 8.5. 

Table 8.. Net Effective Demand, Montgomery County, Maryland, 1974 

Number of Units 
Item Tctal For Sale For Rent 

Net demand 4,600 3.326 1,275
Adjust for I%.increasein mortgagc rates -500 -400 - 100 
Adjustment for ch.ngcs in employment, 4,100 .X88% 

index 3,610 2,575 1,035
Adjust for scwer moratorium, 45% 1,620 1,160 460 
Net effective dcmind for 1974 1,990 1,415 575 

Sowr e: V.khwl Sum¢htim &M Miury 5cd;n. IHowing Mu sc(no-,,cwood, Ilt.: *Dow ) o--h.rin. 1977). 1977.Dow 
Joe-.l ,in
 

A Shot Method for Determining the Strength or Weakness ofHousing 
Demand
 

Suppose that an inv,"stor want; to verify quickly whether there is a market 
for, say, 500 ncw homes, with construction starting in the next three months and spread 
over the next two yars. A few numbers could give a clue to the situation. The quick an
swer could suggest strongly that a more thorough examination should be made before 
proceeding, or it may verity what the investor already knows: that the market is viable 
and that he or she should proceed. 

For single-family (for-sale) housing, a short mCthod of demand analysis is shown in ta
ble 8.6. 

Segmented Analysis 

[his section breaks down the housing rtiarkct into site and product anal
ysis. It is designed ;s a practical application ofa market analysis to a specific problem and 
is illustrated with examples. 

Segmented Demand by Income 

Housing needs are not synonymous with housing demand. A poor area 
may have great needs but littl demand for the housing that can be supplied. Much de
mand for new housing is caused by upgrading and mobility. 
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Example of the Shod Method for Determining the Market Situation of New Fo-Sale 
Table 6.6. 

Housing, Fairfax County, Virginii, January 1.1975 

Ratio 
Signifying 

Current Overbuilding 
Market RatingUnits RatioRatios 

2.220 
I. 	 Unsold completed new homes 


2s2 pcrcentagC of: 25% Too high
5,328 42% 
For-sale units. annual production 	 Too higha. 	 100% 
Houses currently under construction 2,640 119% 

b. 	 250% 
Annual starts (not available) 	 TOO highc. 	 100%2,297 103% 

d. 	 Unsoldunitsunderconstruction 2.297 
Unsold houses under construction2. 

Itsperccnt2ge of: 75% Toohigh
2,640 87% 
e. 	 Total houses under constuction 


4,517
 
3. 	 All unsold houses 2,220

Completed 2,297
Under construction 

as a percentage of: 40% Too high
5,328 85% 

For-sale annual productionf. 
4. 	 presold units asa percentage of 

g. All completed new units. (Sample only:	 
30% or below Too low 

817 presold to 4.628 completed.) 17% 

M 14.-y Scidin, HousJirMarkets(nlo wood.lil:Dow Jones-rwa, 19T). * 19I7. Dow 

So.,.: M e Sumntdas a 
tirei . signifying a sever ovctbuildingsiw cton.
 

Allrltings artJoanesIrwin. 

Incomes determine the price level ot the units that can be absorbed. Combining data 

on incomes with the price ranges of the new homes being built and the homes beingsold 

should give sufficient detail as to the potential price ranges of the houses that are likely to 

be in demand. The nine steps be'ow illustrate how this can be done. 

Step 1.Get the income distribution of the families of the area under investigation. This 

canbe in the form presented in tahle 8.7 or another similar form. 

Htow to interpret the data: 

a significant drop in the number of families with incomes 

under $9,999. This income group decreased from 55,274 in 1970 tot. 	 There was 

30,600 in 197 4-a drop of 45%. 

The major growth was in the income categories of over $25,000, from 
2. 	

to 22,400 families in 1974-an increase of 
9,888 families in 197(0 
126%. 
The largest single income category remained between S15,000 and 

3. 	
or 53,600 families, in 1974. But even this category 

$24,999, 32.1%, 

increased 16% since 1970.
 

Overall, there was a significant improvement in incomes, suggesting a 
4. 

b~ettcr support for housing purchases in the future. 

Step 2.Gct a reacling on what is bcing huilt, by price ranges. Tlhis is shown in the first 

two comoirum of Wible 8.8. 

Step 3.Get a reading on how well the price ranges of new homes are selling by price 

range. This is illustrated in thclist two columns of table 8.8. 
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Table 8.7. Distribution of Family!ncome, PrInce George's County, Maryland 

1960 Average Annual Average Annual1970 1974 Change, 1960-1970 Change, 1970-1974Number Percent Number Percent Number Percent Numbor Percent Number Percent
Total families 87.453 100.0% 163.400 100.0% 166.700 100.0% 7,595 8.7% 700 0.4% 
Family Income

Under 14,000 O.H4H 12.4 9.820 6.0 4.700 2.814.000-14.999 - 103 - 1.0 -1 .100 -11.27,276 8.3 4.108 2.5 3.400 2.0 -317 -4.4 -200 4.9
15,000-S7.999 30,921 35.1 21.224 13.0 9.900 5.9 -970 -3.2 -2.500 -11.838.000-19.999 15.962 38.3 20.122 12.3 12.600 7.6 416 2.6 - 3.700 -8.5sIO.000-S 1 1,999 -1.700 -5 
12.000-S14.999 17.853 20.4 21.925 13.4 16.800 10.3 3.410 19.1 -1.00 -5030.028 18.4 24.400 14.6515.000.124,999 - 1.300 -4.33.918 4.5 146.28s 28.3 53.600 32.325,000- 34.999 675 0.8 9.73 5.6 

4.237 08. 360 3.57.20 30.3 2 3.. 
S50.000 ndover 4.200 2.5 5 29.4715 0.4 1,000 0.6 8.4
Not reported - - 18,900 11.3 - -

Median income S7,344 $12,450 $15.400 

Note ramily inco.-T n saIutt-d fur inn.tion. Data In boxes are uaed 4" law I.,.
I. Rounded to the neartst 100. Figures under 100l rounded to tht ncarsca 10.Source: U.S. Bureau of the Census. Censuj othe Populatiohn. 1960. 1970;. Vl5jhin ionl Center foe Metropolitan Studki; Metro Metrics. Inc. 
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Table A.. 	Completed New SIngle-FamIlly Units, Washington, D.C., SMSA and Prince George's 

County, Maryland (percentege by price range) 

Prince 

Washington Prince Gaorge's George's Co. 
Co., Md. Unsold Units Interpretation

Price Ranges SMSA 

525,000-1127.499 1.1% 
$27.50C h29.999 5.6
 
130.000-434.999 7.9 13.9 3 72% %try slow sale=
 

Slow 5sles .	 16.9 I 30.8% 65S35,000-39.999 

22.2 6541.7 Slow sales

S40,000-14.999 14.5 
Wry slow sales 

$45,000 $49.999 9.9 19.5 4 67 
53 Slowales

$50,000-59.999 19.9 15.0 
Mediocre sales27.5 4560.000-169.999 17.0 8.0 

40 Reasonably good
$70,000 and over 13.0 4.5 

60% (average) Bad ,ueituilaon
Total I O0.-O% 100.0% 

in all categorics 

n1A. DC. Irtdlnt ()(4cv.Fi ' 2,%9K%. 197%.SOumv-; Mshinittim. 

How to interpret steps 2 and 3 for Prince George's County: 

1. Over 40% of all new single-family units built wcre In the middle price 

range, between S40,000 and 550,000. 

About 30% of all units built were under 540,000.2. 
More than 27% of the units were over $50.000.3. 
The cheapest units did not sell as well as the most expensive units.

4. 
No single price range was selling well. This was a strong indication ofa

5. 
bad market. 

Step 4. Recap the .hanges in families from income groups (extract the data from the 

boxes in table 8.7), as shown in table 8.9. 

Number of Families with Income over $15,000. Prince George's County, Maryland.
Table 8.9. 

1974 

Families Average Annual 
Change in Families. 

Percent 1970-1974Income Bracket Number 


32 1% + 1.,641(
53.noOSI5.OOO-24.999 
10 3 4 2.71M)525,000-S34.99 17.200 	 -4 
2 54,200$35.000.49.999 + (A11.000 06 


Toal 7,00 455% + 4. ,(1
 
$50.000 and ovcr 

How to Interpret the data: The income d(istributi(n indic'atcs that the tower end of the 

,ironcst. At $20.000 income., the 
single-family de tched housing mnakct is by far the 

mipoint of the S15,(000424,999 range, with a 2.5 price/incoie ratio, the market for 

the greatest potential. Thic strong market ranges down In S40,000,,ilt 

can be built, atndup to $60,000, which is ihinr.ing out and approaciing the next category. 

a ratio of either 2 or 2'l1 times the family In

$50.90O&nitss. 

Step 5. Match incomes 1n loans (using 


conic). T is is sthown in table 8.10.
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Table 8.10. Conventional Mortgage Loan Ranges, Prince George's County Meryland, 1974 

Debl-Free Debt-Free 
Loan Range @ Loan Range @ 

Income Bracket 2 Times Income 2'h Times Income 

S15,000-124.999 S 30,000-150.000 5 37.500-162,500 
125.000-134.999 $ 50.000-570.000 S 62,500-587.500 
135,000-149.999 S 70.000.1100.000 5 87.500-S125.000 

50.000 and over S100.000+ $125,Oo + 

How to interpret the data: Family incomes in the rangcs shown in table 8.10 are con
sidered viable potential new-home purchasers. Most lendcrs operate within the follow
ing guidelines in accepting mortgage loan applicants: 

1. 	 Conventional loans are made at two times gross income. 
2. 	 The Federal National Mortgage Association and the Federal Home 

Loan Mortgage Corporation set the guidelines in their underwriting, 
and 80% to 90% of the lenders use these guidclines so that they can 
package and sell loans to these two agencies. 

3. 	 Another mcLsure used for conventional loans is that 33% of gross fam
ily income can be used for PITI (principal, interest, property taxes, in
surance) and outstanding debts that have more than six months of pay
ment remaining to be made. 

4. 	 FHA and Wterans' Administration (VA) loans are handled under more 
liberal terms. Loans can be made at 21/z to 3 times gross income. 

5. 	 At a $15,400 median family income, a family without debts could qua.-
Ify for a S31.00 conventional mortgage loan or a 146.000 Mk,mo't
gage. 

Step 6. Blow tipthe 45.5% total of income groups considered in table 8.9 to 100%. 
Table 8.9 shows that 32.1% of all families in Pr'nce George's County had incomes ofbe
tween $15,000 and 124.999. Altogether, about 45.5% of all families in the country dfN 
not have income high enough to be considered potential home buyc-s. Thus, more than 
one half of all families do not have income high enough to be considered potential home 
buyers. Using a universe of families with incomes over S15.000, or 76,000 families (table 
8.9), the 45.5% income group is increased to 100%. as shown i 'table 8.11. 

Table 8.11. Convefslon of Petcantages ofFour Categoiea of Incomes to 100% 

Percent of Converted to 
Income All Families Percent 

515.000-524.999 32.1% =70
$25.00-134,999 tO 3 - 22 
135.000-:149.99) 2.5 6 
$50.000 and over 0.6 = 2 

Total 45.5% = 0(;i3 

5ource Mkh.l SurnKihmm. a M.u.q 5"d,1. 'r"""'* Abrhn, ( Ikl0[ JH.n.Iin, 1977) 0 1977, Dow 

Step 7. Using Sales Management (ta or a filner bic.-kdowlt of Incomes from a county 
office (oran update from the drcennial ccnsus), a more detailed breakdown of each In
come gVoup Lsderived. The income group and home price (or home loan) ranges have 
ben ldcntifedin table 8.10 for either 2 or 21h times the family income. When the largest 
group. funilics making between S15,0O and $24,999 annual income, is broken down, It 
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is found that the 70% of families in this price range have the potential to qualify for the 

price range at homes shown in table 8.12. 

Table 8.12-	 Breakdown of S1 5,000-S24,999 Inc.ma Group to Qualify Families for Certain Price 

Ranges of Homes (using two times Income ratio) 

Percent of Families In Group WhoPrice Range 
Could Qualify for These Homesof Homes 

23%$30,000-534.999 20135,000-1139,999 
15140,000-6 14.99 

S45.000-149,999 12 
70%
Total 

HouajngdFtl (Hormwood. ILL:D1r<xI)onc1If. 191 0 1977. Dow 
Soexe: Mkitad Semkh andMawryScidl n 

)onrwtifl. 

Step 8. Break down the remaining income groups into various price ranges of homes. 

The distribution of thr: price ranges of the homes for which the balance of the Income 

groups could qualify is indicated in table 8.13. 

Tao 8.13. 	 Percentaga of Families Who Could Oualify for Homes in Price Ranges over $50,000 

(using two times Income ratio) 

Price Range Families Who Could 
of Homes Qualify for Homes

Income Bracket 
12%$50.000-5 59.999125,000434.999 10S60,000-69.999$35.000-449.999 8$70.000 and over$50,000 and over 
30%
Total 
 100%exhibit 12 and exhibit 13 totalsGrand total, 

Jo.ci-Irn. 1977/. 0 1977. Dow
11-uIng AIrk,1s (Itwnl.vod. DL.)owMitt:.rcrt Mih,.d Sumihrlm andMsury ScIdin. 

J.n, ,Ir-in. 

Step 9. Rccap the average annual dernand and the price ranges. The annual demand for 

1976 and 1980 was cstimated at 5.860, or a total Of 
Prince George's County betwecn 

29.300 for the period. Of this total, the demand for single-family homes was estimated at 

19,000. or 3,800 annually. The demand for singlc-family homes by price ranges is shown 

in table 8.14. 

Projected Demand for Slngle4:omlly Homes by Price Ranges. Prince George's
Table 8.14. 

County, Maryland, 1976-1980 

Price Range NumberPercent 

$30,000-Z534,999 
S35.0C(',-t39.999 
140.000-44,999 
.45,000-$49.999 

550.000-159.999 

23% 
20 
is 
12 
12 

87t0 
760 
570 
460 
4W0 

$60.000-169.999 to 380 

5.10.000 and over 8 300 

Tota tOO% 3.800 

cct Mihct., S. n..,,r..1 -a.Mawy 5. din. I,..,in. Altrie, (1(IInc . Ill.:tiw J.. w.Irw.nl . 19T7). * 1977. DoW 
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Segmenting the Housing Marketby Location 

These arc the major steps one should undertake to determine the demand 
for housing in a narrow geographic area. 

Step 1. Determine whether or not the market is in balance in the general arc in which 
construction will take place. 

Step 2. Determine what types of units arc being built and are selling (see table 8.15). 

Table 8.15. 	 Types of Units Built and Monthly Sale Rates, 26 Subdivisions, Suburban Township, 
January 1976 

Percentage Monthly Sale
 
Breakdown of Cost per Rates per


Type of Unit Units Built Square Foot Subdivision
 

Two-story 28% S31.6.4 4.55
 
Split-foycr 44 37.36 3.50
 
Split-level 18 38.59 2.80
 
Ranch 14 39.78 1.80
 

Total 100% S36.3( 3.16 
(av .,age) (average) 

Source: MchMl Surmichrs nd Maury Scldin. IiHouainjMarker (lornrwud. Ill.: Dow Jones.Irwin 19771 19'77. Oo.w 
onc..Ir'.n. 

Step 3. Identify the price range scllinig (see table 8.16). 

Table 8.16. 	 Identification of Price Range Selling, 26 Subdivisions, Suburban Township. 
January 1976 

Monthly Rate
 
Average Square Feet Cost per of Sales per

Price in Unit Square Foot Subdivision Interpretation
 

S46.933 1,000-1,300 $39.95 4.90 Excellent 
552.200 1,300-1.600 38.58 3.30 Very good 
160.725 1,600-2.000 34.52 4.20 Exccllent 
S67.740 2,000-2.500 30.48 1.75 Satisfactory
 
$97.900 2.500 and over 35.92 1.32 
 Slow 

s mce Mch d Surnichrai and Maury Scldirn.Htmwuritt,-&.-I , . lit. Do- -.. in. 1977) " 1977. Dow(Mttnsnk Joc I 
Jones.Irw in 

Escalating Potential Supply 

Analysis of the supply side of the housing market is less complicated thar. 
analysis of the demand side. It is not, however, confined simply to the enumeration of 
the existing structures and their occupancy. Rather, this analysis involves finding out 
what commitments have been made to development, what constraints there arc on fu
ture commitments, and what the current market situation is. In analyzing supply,consid
crtion must be given to the general conditions and charactcristics of housing and "lnd 
availability and to the aspects of supply. Many of these critical components are often ig
nored in making supply decisions, causing numerous failures. 

Most of the information dealing with the general characteristics of housing in a given 
ara is rextily avatlable, either through the federal censuses of housing or through local 
survcys. Oycrill ch-rWhes irv -se total invCntory arc slow, and the location, size, age, type. 
and materi;,s xvscd are generally known. As to physical conditions, a personal survey of 
an area will re '-al the degree tf dcterioration, the condition of streets and public walks, 
and the appearance of new housing developments. 
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Housing Starts and Units In the Housing Pipeline 

In order to analyze the situation in housing, it is important to havc data on 

the existing inventory. However, it is of Ittle value to know the exact status of this inven

tory. It would also bc impracticable; it is too expensive to establish an information system 

that would continually monitor the Cxact status of housing. In Its Annual Housing sur

veys the Bureau of the Census now provides information on a sample basis of some 

75,000 households. 
There arc many counties in the United States that. through their planning boards or sta

tistical services, provide some degree of detailed information on the housing inventory. 

But this still does not answer the question that an investor or a developer must face: 

What are the chances of being successful in selling or renting new space when the hous

ing to be produced hits the market? 
Information on the supply of new housing and on the competition is therefore impor

tant. Such information is not shown in either building permits or housing starts. Impor

they are, these data represent only a fraction of the actual and projected activity.
tant as 
An excellent illustration of why this is so can be found in table 8.17. 

Of the 133.551 proposed housing units, 13,925 were committed construction (8,820 

already started and 5,105 in outstanding permits). Another 39,000 could be classified as 

anticipated production. They fell into the category of the phn review process, had al

ready been approved, or were eligible for sewer and water permits as well as building 

permits. 

Proposed New Housing Units, Farfax County, Virginia, January 1975Table 8.17. 

A. STAGE OF COMPLETION 
Percentage

Distribution of 

No. of Units Proposed Units
Stage of Completion 

8,820 7.0%
Under construction 

5,105 4.0
Outstanding building permits. not started 

12,118 9.0
Plans approved 

27,475 21.0
Plans under review 

7,155 5.0
Rezoned recently 0.0
Rezoning: Likely 

67.54 5 50.0Rezoning: Likelihood uncertain 
0.0

Rczoning: Unlikely 
5.333 4.0

Rezoning: Recently denied or withdrawn 
133.551 100.0%

Total units proposed 

B. COMPARISON OF PERMIT DATA 
No. of Units 

104Permits issued. January 1975 
4.834Permits issued, 1974 
3.157Permits issued, 1975 

T d l N h ( ' *  " 
.1 |9'i?%):I- 1 vid (n Or 

Cotlml. O...s3fttJ, h ad( fIInt kk ,,'.,' tkp lmCfllS-tcc A F1 2 ,i C oy .. tr.tp...fr ' d I NI~.nI|tA,..m~ 
x.tu b r,.Em(,1,-,n the rl" 

i5h tIrt,,n tk<vepm,,nIt nf,,nmIn2%.,tlm. 54.5 |2)',, 

Compare this to the permits actually issued inJanuary 1975 in Fairfax County: 104 sin

glc-hmily units. Or to the 3.157 permits issued for the year 1975. or the 4,834 permits 

issued fcm the ycj 1974. 

Thus therc is much more in the housing pipeline than the permits or starts data indi

calc. The 2mlyti wants In know what housing can and will be forthcoming, and when. 
The best statistical series ofSupply DctcrrnInants and Constraints. 

supply information comes from the building permits office. This. however, is already 
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past information, focusing on very near-term construction. Thc best forward.Iooking in. 
formation comes from planning offices, including the county court records ofsold land,
zoning and rezoning applications, -nd preliminary submissions of plans for engineering
land dcvclopment work. All of these data are rclatcd to future activity and as such arc
immensely important. They arc hard to get and cxpensivc to collect, and they arc gener.
ally not readily availablc, but they arc valuable. 

Thc market provides a good deal ofsolid information on what ia happening. The most 
important information is the information on the vacancy of rental units and the inven
tory of unsold homes. These arc the rcsiduals of market forces. 

Tot2l Completions versus Unsold Inventory. Another quick look at 
the current situation uses only two types of data: total completions and unsold new
units. Thcse data can be matchcd up to various parts ofa metropolitan area or compared 
to the data for oth,:r arcas (see table 8.18). 
Table 8.18. Completed and Unsold Units by Geographic Areas, Washington, D.C., SMSA, 

January 1,1975 

Completed Percent
 
County Units Unsold Unsold Rating
 
Fairfax 4,628 1.707 36.8% High

Loudoun 1,193 
 573 48.0 Wry high

Prince William 760 
 579 76.2 Extremely high
Prince George's 1,274 609 47.8 Wry high
Montgomery 1,551 417 26.8 Aboutnormal 

Total 9,406 3,885 41.3% High (avcragc) 
(average) 

Source: Mkitucl Sumk-hrms a Maury Sckin, Husing Mjrkcls (Hl~ucwoud. Ill: Dow joK-s.lrwln. 1977). * 1977. Dow 
)on -trwirn. 

Another way to look at the picture of completed and unsold units is to break down
units by type: single family, town houses, and condominiums, as shown in table 8.19. 

Table C.19. 	 Percentage of Unsold Units to Completed Units, Washington, D.C., SMSA, January

1,1976
 

Completed Percent

Type Units Unsold Unsold Rating
 

Single-family
dctichcd units 3.756 164 4 4% Excellent markct

Attached units 2,627 473 18.0 Excellent market 
Attached condos 750 244 32.5 Medium to bad 
Multicondos 3.686 1.689 45.8 Wry bad--overbuilding 

Sour": Mwhul Sumlchmi am Mury Scdin, H-,tng Markn, (Iriuras ,d Ill: Dow Jones-Ir-in. 1977). e 1977, Dow 
JoceS- r,.ln 

The condo market dtta can be misleading, however. A field examination m.ad- it clear
that this markct was conccntratcd largely in AlCxandria, Virginia (about 80%), but that 
there was little surplus of condos in Montgomery County.

A good way to measure the strcngth or weakness of the for-sale market is to examine 
the time in which the new unsold inventory has bccn on the market, as in tablc 8.20. 

Measure of the Market by PrIce Ranges 

An analysis of various types of units by price rangc is presented in table. 
8.21, whichshows the distribution of unsold units by single-family detached units, town 
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houses, and condominiums. The condo markct in gcneral was in real trouble at the time 
of the survey, especially in the price categories $27,500-529,999 and 535.OO-39,999, 
with a total of 1,368 unsold units. The 522,500-424.999 category was also very weak, 
but at least the number of unsold units (236) ws relatively low. Even among condos, 
however, the most expensive ones, selling at over 560,000, did quite well. 

Table 8.20. 	 Unsold Inventory of New SIngle-Family Detached Homes, Washington, D.C., SMSA, 
1974-1976 

Unsold Under 30-90 90-180 180-365 Over One 

Date Completions Completions 30 Days Days Days Days Year 

174 9,284 1,843 375 244 172 542 510 

1/75 
1/76 

9,406 
3,756 

4 
T . 

958 
23 

814 
29 

1,239 
6-4 

874 
48 

483 
71 

Unsold units as apercent of completions 

174 19.9% 4.1% 2.6% 1.8% 5.8% 5.5% 

1V75 4 10.2 8.6 13.2 9.3 5.2 

1/76 (6. 0.6 0.8 1.7 1.3 1.9 

ro w..-,..muk. 0 Strw ,Mukrt. 
So e:FlIA. VmoldIn,,,morSurw.,y0Sfanury 1976). 

Table 8.21. 	 Unsold Units, Actual and as a Percentage of Speculatively Built Homes, 
Washington, D.C., SMSA, January 1975 

Units Percent 
Price Range Town Town 

Singles Houses Condos Singles Houses Condos 

Under S17.500 

1 3%I 17.;')O-119,999 

120,000-1122,4W 10 	 42 

92122,500-S24,999 	 23 

125.000-527,499 4 	 320 9% 70 

127,500-929,999 254 30 654 48 	 22% 72 

50 76S30,000-134,999 279 258 969 44 

E2 8235,.000-39.999 [ ] 42 -fl [J 
140.00o.944.999 298 281 234 (7) 03 67 

145.000449,999 356 120 138 53 35 48 

I50,000-159,999 2.094 423 269 52 { ] 33 

$60.000 and over 193 (0) 46 a 

Totil 3.885 1,726 2,680 49% 48% 63% 
(2sCr2gC) (aver2gC) (average) 

0 2 0 t, m = .t'ck .aIlkt 
2-5I.. 

Good mmj%ct. , 	 Wry:.% 
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The single-family market was also overbuilt: 49% of 211spCculativcly built units wcr.'unsold. However, the $40,000-$44.999 price range was doing quite well, with only 27%
of all single-family units unsold. Compare this to the cheaper price range of 135,O0.
S39,999, which had 60%, or 600, singlc-f::mily units unsold. 

Such a price distribution a so gives the analyst a glimpse of the price distribution In theoverall market. The absorption rate by price range is a pretty good indication of whatshould or should not be built. It shows the rcsidual of all market forces. 

Pipeline ProJaclions 

The projection of units in the pipeline is simply an extension of land-com.milted analysis. It means getting together in one form all there is to know about the construction and development activity already under way, or in the pipeline.
Units Authorized. Part of this projection shows the number of units

permitted in building permits by months, or cumulative for a calendar year. The projcc.tion should also show the number of units projected. This information can be presentedgraphically, perhaps combined with the number of units permitted but outstanding (not
used), as shown in figure 8. Ifor Fairfax County, Virginia. 

Figure 5.1. Building Permit Activity by Planning District, Dwelling Units Authorized and 
Outstanding, Fairfax County, Virginia, April 1975 

Units (000) 

10 -
CLE 
0.0 

Total number of units authorized between . 
9-- Jan. 1. 1972 and April 1, 1975 U 

Number of units outstanding as of o 
April 1. 1975 C 

C 
0 
F 

V C 
0. 

.. 
c E 0 

.7 0 

2 a-

7i c LL> 
0 

Z;
C 

D 

a 
(n 

0 -J 

Sourrc: Urbmn ')vclopmnt In rmain- Systm. 'rtm) 7. vo1 I I.I1. M y 1971
 

Permits Outstanding. The number of p-crmits authorized but not usedis very important in the ictermination of the total pipeline figure. Figure 8.1 includes thisinfornution, and figure 8.2 shows a monthly average of outstanding permits issued In 
Tairfax County. 

Site Plans and Subdivision Plats. Pipeline figures include the numberof tants irsubmittcd plans that will be competing with the proposed development.
Rezorintg Cases Granted and Pending. To round up the total pipelinefigure, the rezoniing granted must bc known, as well as what has been already submitted 

for rezoning. 
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Other Pipeline Indicators. When an area is subject to local. state, or 

federal restrictions, the whole of future development may bc ahicred. Zoned land cannot 

san indication of the future, since it may be unusable due to sewer moratoriums
be used 

.;no-growth policies.
 

Figure 8.2. Monthly Average ofOutstanding Units, Fairlax County, Virginia, 1972-1975 

1973 
1972 

1974 

1975 

-

13,70018,5()0 20,0300 16,000 

thli Symm. (0,lctr9, 1975. p.2-Z
Soujrcc: Uorbn Dcvcl~op nmnuiio 

Some More Tips on How to Analyze Housing Markets 

This section offers some down-to-carth, practical suggestions on what to 

housing marker analysis.do and what not to do in undertaking' 

What to Do beforo Undertaking a Housing Market Analysis 

what it is you arc trying to accom-
I. 	 Set up an objective. Spell out 

plish. This objective must be definite, factual, and to the point. 

This outline must be very specific and
2. 	 Make a detailed outline. 

must include all of the thinking that has gone into setting the objective. 

Decide on the scope of the research project. lere you must dc
3. 	

cide what data you should get, what information to collect, and what 

information to leave out. 
Determine tie time needed to finish the research. Obviously,4. 
time isusually the dcteruining factor in an) analysis. If you have only 

one week, then the oudine will reflect that, the amount of data to be 

collected will depend on it, and so on. 
Pick up one or more

5. 	 Determine the methodology to be used. 
with. )o you need a "red flag'" ap

that you will feel comfortable 
proach or a full-blown analysis? 

'Ilic distrittion of certain tasks
6. 	 Decide who will be doing wbat. 

is essential. Do not try to do it all yourself. (;ct some other people to 

serve as your eyes and ears. This is usually chcapCr, and it is many times 

more fruitful.
 
Before you start, decide on the format of presentation. This


7. 	
decision early in tihe game will save you a lot of headaches later on. You 

will collect thr material with an eye to how it will look in the final pa

per-instead of deciding on a format at the last minute. Get the infor

.2ftion youi nreed, not the information that is easiest to find. 

What Kind o,1 I itAnalysis to Conductarf 


Minimum dara rcquirrocnts include 
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I. 	 What is selling by type and location 
2. 	 What price ranges are selling 
3. 	 What is unsold 
4. 	 What is head in the pipeline 
Time needed to collect: two to four weeks.
 

This data collection can be done by
 

I. 	 Relying solely on internal company personncl
2. 	 Using company pcople plus hiring "scouts" to comparison.shop
3. liring a consultant to do itall 

When done by the company staff, the cost will involve few, if any,cash outlays. The costfor scouts ranges from under S1,000 to $3,000, and the cost for consultants ranges from$4,000 to 18,000 (both in 1980 dollars). These rates aic for relatively typical areas withgood public records on pipeline projects. Large or problem projects could double the 
cost. 

Other essential data include 

I. 	 Economic trends-local 
2. 	 Employment opportunities and changes 
3. 	 Household formations 
4. 	 Income distribution 
5. 	 Sale characteristics 
6. Buyer characteristics
 
Time needed: three to six week.,.
 

The company can collect these data itself, but only if it is already set up to do housingmarket analysis. If not, a competent analyst should be hired. The cost for a consultantwill be $6 ,000to 512,000. However, once a Lsic study has been completed, it isadaptable to other projects, and the cost to update it may be only about half of the initial cost. 

SomePoints to Remember 

I. 	 Do not flood the study with a lot of data.2. 	 Do not accept any data without checking them. Question all data.
3. 	 Ask: . the source of data questionable? What were the reasons be

hind the publication?
4. 	 Do not accept press rcleascs without checking further.
5. 	 As " rule, do not accept interpretations ofpolitically oriented groups.

If possible, talk to professionals, not px)liticians.
6. 	 Develop sourcc th.., you can tnist. Select balanced sources of data.7. Make sure that the supply,demand, and absorption analyses get a fair 

sh; r: of the study.
8. 
9. 	

Use few data rather than many. Make sure you use key information.
It is important to get all the critical data. Concentratc efforts on what 
is really needed, not on what is readily available. 

What to Avoid In a Makotlosarch Study 

I. Do not attempt to gather more data than you can comfortably digest.2. 	 Avoid generalities. I)(not use flowery words. Make your point
clearly and conciscly 

3. 	 Do not write 2 m-,ter'sthesis. This is not a school exercise.4. Do not get to. 2n-,imiious; decide in advance what you really need. Itis casy iu r,oi -apt]on without adding to the substancc of the report.
"rhcc 
asc!,cr doc5 not get paid hy the weight of the document; nel
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ther do houses sell or investors get their money back because of 2 

weighty document. 
5. 	 Do not spend more than has been budgeted. Keep costr down and 

under control. 

6. 	 Avoid repetitions. Avoid repetitions. Avoid repetitions. 

7. 	 Avoid foldout tables; they arc costly and hard to read. 

Spell out the proper source of the data. with clear identification for
8. 

future reference. Credit the people who supply you with data. 

9. 	 Avoid personal references and prejudices.
 

Ask yourself this about the information:
10. 
2. Does it make sense? 

b. Does it fit a pattern? 

C. Is it complete? 
d. Is it a part of an established trend? 

e. Do other data verify tnis trend? 

What to Watch Out for In Collecting Housing Data 

1. 	 Permits. 
Are permits issued for one unit or one structure of several units? 

a. 
Are permits issued for residential or nonresidential purposes?

b. 
What is the type of housing: single-family detached, attached 

c. 
(town house), condominium, rental? 

d. 	 What is the type of structure: low-rise, midrise, high-rise? 

For a large project. was the permit actually used, or is it still out

standing? If it was not used, determine why,and estimate when it 

will be used. 

e. 

aref. Check the indicated price. Typically, price figures incorrect, 
to 40%.with a tendency to underestimate the actual price by 30% 

2. 	 Production. 
Starts data can be accepted from the U.S. census or from state o.
 

local governments.
 
The only real way of knowing starts data, however, is by checking
 

a. 

b. 	
the excavations or foundations poured or possibly the clearing of 

the site or demolition. 
Data on units under construction-ntion2l and regionl---cn be 

accepted as supplied by the Bureau of the Census. 

surveys cover only medium and large projects, not total 

c. 

d. 	 FIIA 
units. 

information on both s'arts 
c. 	 Utility companies may have thc best 


and units under construction, as 
well as completions. 

For data on c.plctions, use utility company installations of me
. 

ters for gas, electric, or water hookups. 

3. 	 Vacant units 
Sold signs in the windows may not indicate that the unit has actu

a. 
ally been sold. Pins in the sales office indicating sold units may or 

may not represent the trie picture. 

b. 	 Check unsold inventory with the FIIA office or lenders; get a feel 

for the market.
 

Do noe trust the 1:1IA post office vacancy survey. Check with FHA
 
c. 

personnel and let them explain the problems and pitfalls. Check
 

previous surveys: Do 1liey make sensc?
 

Check with local home builders" associations for unsold homes.

d. 
c. 	 Check with buildcr-owner management associations for informa

(ion on rental vacancies. Also, large management companies 
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know what the situation is. 
4. 	 Pipeline figures. 

a. 	 Make sure you know what the "pipeline" means-units which 
will be coming on the market and competing when aproject gets
under way and runs through sellout. 

b. 	 Check with a planning board or a county housing expert.
c. 	 Do not accept generalities such as -X number of units ready to get

under construction.~ Ask for specific names, location, types, and 
dates. 

d. 	 Check with financial institutions: applications for loans, FHA loan 
activity, and subdivision plans.
 

5, Costs and prices.
 
a. Check local cost data with local home builders' associations or

with the National Association of Home Builders in Wa-shingtcn.
NAHB provides cost information broken down to 25 basic cost 
itris for some 400 cities. 

b. 	 The FFIA has a great deal of cost information, as does the Farmers 
Home Administration and the V. 

c. Know whether you are getting an avcrage price or a median price. 
There is quite a bit of difference.

d. 	 Multiple listings and sales figures provide a good information 
source for the sale of existing homes. Distinguish between of
fered price, accepted price, and closing price. They are generally 
all different. 

e. Get price ranges rather than ;,erages. The price distribution is 
more important than the average or the median, which really
meai. little to your work. if you need it, figure the median your
self, or make sure that your number is right.

f 	 Other cost information is available :rom the American Appraisal
Company. E. 11.Bocckh. the FIIA. the VA, and others. 

Conclusion 
These tips on how to analyze Ihousing markets are based on

substantial experience and atheoretical framework for understanding how
the housing system wcrks. The best advice that can be given to those who 
have housing decisions to ,nake is to get the proper analyses conducted andto understand thoroughly how these analyses fit into the decision-making 
strategy. This rcquircs: 
I. 	 An understanding of how the housing system works. 'rle decision

ntakers and :nalysts should have a sound understanding ofthe tleoret
ical framework. 

2. 	 An understanding of one's own expericticc Why did things work out 
well in the past, or why were there diificuhics? Understanding past cx
perience is important if one is to benefit from it.

3. 	 An application of hoth the experience and the theoretical framework 
to the new sitction. New situations require getting new facts. Do not
stint ongciing 1tc ditra; it is expensive not to know what is really hap
pening. But in addition to having the facts, it is important to relate 
them to the'currnt situation and the rapidly changing environment.

Finally, watch the housing market environment. This is best done by forecastingchangingcohditions and having something to gauge events by If you have a good idea of
what to expect, you will have ample opportunity to make money by serving housing
needs. If you watch events as tiey maturialize and compare them with your plans, a 
proper strategy will keep you from losing your assets. 
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AND POLICY COI'EXTIT. ECON4IC DEVELOPMENT 

A. BACKGROUND
 

I. Jordan's Economic Performance and Development 
Strategy
 

some 350,000
remittances from the 
Fuelled by growing levels of 


Jordanians working abroad and by high 
levels of Arab donor aid,
 

Jordan's economy expanded rapidly in the 
1970's and early
 

1980's. Remittances stimulated both growing 
levels of
 

consumption plus substantial investments 
in housing which, in
 

rapid developnent of a construction 
materials
 

turn, spurred the 

donor aid provided budget support for both 

industry. Arab 
and Jordan's ambitious development budgets. 

current expenditure 
earnings in 19a1, remittances
 

Since the sharp drop in Arab oil 


increasingly unpredictable. 
Unrequited 
transfers,
 

have become 
 in 1987 as588 million 
predominantly Arab grant aid 

stood at $ 
compared with $ 1,338 million in 1980. 

In response to reduced Arab donor 
aid, Jordan at first expanded
 

revenue collections and curtailed 
growth in overall
 

domestic 

More recently the government has 

raised
 
government expenditures. 
 Total government
 
expenditure levels to stimulate the 

economy. 


12% in 1985 and 22% in 1986. Wnile 
rose sharply byexpendituces 

the budget forecasts 
the 1987 increase was a modest 2.8%, 1988 

boost to aggregate
6.6% growth in expenditures a considerable 

zero. Increases
that inflation is virtually

demand considering 
in domestic revenue collections have 

not been sufficient to
 

offspt cising expenditures and 
falling foreign donor budget grant
 

As a result, the deficit (after including 
foreign grant
 

aid. 

of GNP in 1906 and 1987. The deficit has 

aid) reached some 16% 


[2rgely financed through government 
(including that from the
 

been 
and M2, the broadest measure of money
rose 52%
Central tiank) 


1986.supply, increa:;ed ny 14% over 

in the region coupled with 
Depressed economic conditions 

mineral exi" rts 
continued 10.1 7orld coI-rJ)dity pr ices for Jordan's 

external sectorthe perforr'once of Jordan'sadversely affected 
several years,38% of GNP. In the past 

hoost to growth,
which represents 

sp nding has provided a keygoverment lagging
to sorl, extent the stafrntion in exports and 

offsetting 
of slowing remittances and

As a reslltworkers' remittances. remained 
poor export perforukince, GD1P annual rate of growth has 


3% since 1983.
at less than 



Lower world oil prices, reduced private consumption, lowered
 
investment, and consumers' expectations of continued hard times
 
have all led to a compression in imports. Fron a peak of $3.2

billion in 1982, merchandise imports fell by a quarter to $2.4
 
billion in 1986, but exports expanded in 1987 and the downwara

trend in Jordan's trade deficit was reversed. There is a major

structural imbalance in Jordan's external accounts: exports of
domestic goods cover only 25-30% of Jordan's merchandise import
bill. The need to finance current account deficits in the rivngeof $250-350 million annually not only caused a rapid drawdown on 
Jordan's foreign exchange reserves but also resulted in a 
dramatic rise in foreign debt. In 1980, Jordan's external public

debt totalled $1241 million equivalent to two-ti.i rds of GTP. A
 
significantly large portion of this increased debt is now on
 
harder, commercial terms. Borro4ings from foreign banks and
other commercial sources now comprise 37% of total foreign debt
 
as against only 17% in 1982. 
 Debt service is escalating rapidly,
and at $564 million in 1987 is more than double the level of $242
 
million three years ago. As remittances and foreign aid
 
declined, Jordan continues to face a foreign exchange shortage.

Official foreign exchange reserves have sunk even further to $186
 
million. In the face of the dwindling foreign exchange reseves,

Jordan has abandoned its official peg to the SDR and allowed the
 
dinar to depreciate some 16% against the SDR since December

1986. Jordan's debt service ratio rose from a level of 7.4% of

goods and services exports (including workers' remittances) in
 
1983 to 17.5% in 1987.
 

One important measure of Jordan's need for external financing is
 
the goods and services deficit which must be financed by a

combination of grant aid, foreign borrowings, and drawdowns on
 
foreign exchange reserves. Between 1982 and 1986 this deficit
 was reduced very substantially from $1395 million to $726
 
million. 
 In 1987, due to the reverse in imports and decline in
workers' remittances, the goods and services deficit rose by $212
 
million to $938 million.
 

Despite the possibility of some increased aid and trade for

Jordan from peace between Iraq and Iran, the outlook for the

Jordanian economy is gloomy. Unemployjent is rising inexorably

in the face of labor force increases of 4-5% per annum.

Prospects for the exports and remittances remain dim as the

recession continues in the Middle East and global overcapacity in
phosphates keeps world prices li for Jordan's fertilizer exports. 



The policy of bolstering aggregate demand by iintaining high
 

levels of government expenditure cannot be continued, given the
 

liquidity overhang this policy has Laused and Jordan's rapidly
 
leeway once provided by amplemounting debt service burden. The 

has tecently greatly narrowed, coupledforeign exchange reserves 
with rapidly expanding debt, and an increasing portion contracted
 

cannot to borrow on 
on harder, commercial terms, Jordan afford 

the international capital market without jeopardizinq its
 

external position to reaching irreversible limits. he Housing
 

Guaranty Loan provides free foreign exchange for the Jordanian
 

Government, and at a time of very low levels of reserves, is
a
 

Also the IKGloan ay be more desiraole than a
welcome prospect. 

syndicated loan due to the fact that the former has longer
 

C iL,,
maturity. This is particulatiy LOP: 1" ligh ,hp L& 

prospects for the Jordanian economy. 

2. The Role of the Shelter in Jordan's Development
 

The widespread distribution of remittances from Jordanians
 

working in the oil pcoducing countries, the importance that 
Arab
 

families place on homeownership and the lack of viable investment
 

alternatives have translated Jordan's recent economic prosperity
 

into a housing Loom that begun in 1973, reached its peak in real
 

terms in 1982 and only recently began to subside. Annual housing 

investment in current prices rose steadily from JD59.3 million 

(roughly $160 million) in 1975 to JD160 million ( 432 million) in 

1984 and then dropped somewhat to JD140 million ($378 million) in 

1985. Total housing investment during the 1931-19R5 Plan period 

was JD 792 million ($2,138 million). A total of some 108,000 

housing units were built with the private sector responsible 
for
 

construction of roughly 90% of these units.
 

Interms of its size relative to total gross fixed capital 

formation, housing constitutes one of the most (ifnot 
the most)
 

w)ring the decade
important sectors in the Jordanian economy. 


1985, annual investments in housing construction
from 1975 to 

averaged roughly 30% of qross fixed capital toriratiun and 

Plan
comprised 30% of all actual invest;ents during the 1981-1985 

period. The imVx:rtance of housing in the overall economy can
 

also be seen througn its mltiplier effects, which for low
 

around 1.96, ranking fifth among
income, o ,T1er-buiit hosing is 

all sectors.
 

opportunitLies for
Slower economic growth, reduced (,i )loylent 


abroad! awI increased out[pot from the
Jordania s to work 
educational system will produce increasingly higher 

rates of
 

future. The 1986-1990 Plan
unemployment in Jordan in the near 

therefore, places great erplihasis an emp]oypn and wage policies 

and on the creation of new jobsz. Although the housing sector 

will not he a major creator of new employment the Plan calls for 

an annual growth of 4% in the con;truction sector and the
 

generation of 12,300 jobs. 



A conservative estimate of future housing needs based on analysis

using the Housing Needs Assessment Model shows that the total
 
number of housing units to be produced in 1991 is around 22,380

units. 
 There will be a continued need for significant resources
 
from the Gi budget to provide necessary tertiary infrastructure
 
to accomnodate housing development and to support ongoing

government housing programs UDD,
(eg. Housing Corporation,
Military Housing Corporation, etc.). 

3. Consistency of this Program with USAID/Jordan Development
 
Strategy
 

USAID's early efforts in housing and urban developrent in Jordan
primarily included the funding of advisors to several planning
projects, the execution of an Urban Development Assessment, and
the formal US-based training of Jordanian professionals in
 
housing and planning.
 

More recently USAID has made substantial investments in

large-scale water and wastewater projects for a number of 
Jordan's major urban centers. USAID's contributions to these

projects doring the period 1981 - 1984 represented approximately 
60% of its total funding level.
 

A Housing Guaranty Program was added to USAID's activities in
1986 with a total of $50 million authorized as of September
1987. The purpose of this program is to stimulate the production
of low-income housing units by private developers and to supportmortgage financing for low-income families by the Jordan Housing

Bank.
 

Most recently IISAID has funded the develoynent of a National

Housing Strategy which was undertaken in collaboration with the
 
Ministry of Planning.
 

The pruposed sector program approach for the Housing Guaranty
Program in Jordan fully supports the current Country Development
Strategy Statement (CDSS) which calls for a major shift away from
large-scale, capital-intensive public infrastructure projects
towards activities that will help the Government restructure its 
economy to provide greater incentives and resources for private
sector investr2nt and do:nestic job creation. 

The sector prolrai aprroach repre;ents a logical continuation of
USAID's recent developmental efforts in both the urban and
housing sectors. In particular, it will support and continue thebroad-based policy dialogue tnat has been established with the 
OW as a result of the current Housing Guaranty Program and the 
development and review of the National Housing Strategy. 

3 



A policy-related 	sector approach will provide 
additional support
 

to several major policy dialogue initiatives 
that ISAID/Jordan
 

The new prcxran will:
 has been conducting with the GoJ. 


. lend support to land-related policy 
recommendations that
 

promote more efficient use of existing urbac
will 


infrastructure (partially financed by USAID) 
and better cost
 

recovery,
 

the existing impediments and/or
 . help remove some of 


coistraints that small scale private housing 
developers face
 

in setting up business and/or entering 
into the low-income
 

market, and
 

. add support to USAID's efforts to help 
liberalize financial
 

markets.
 

in removing

Recent policy successes have been achieved 


constraints to business establishment 
and in liberalizing
 

A package of new measures to simplify
financial markets. 

reduce protectionism,


business licensing and registration, 

introduced in
 

encourage investment and promote exports 
were 


August 1988.
 

lending rates prevailed in
 a ceiling on
Up until June 6, 1988 

financial institutions lending only to the
 Jordan resulting 	in 
 The interest
 

most established of clients on a collateral 
basis. 


rate policy followed by the Central 
Bank of Jordan until recently
 

has affected the spreads between borrowing 
and lending rates and
 

sector. Tlhe financial sector
 
thus profitability of the financial 


operated under a 	fairly detailed interest 
rate structure where
 

lending and deposit rates by instrunpents 
and
 

ceilings on both 
fixed by the Government. Competition for 

were 
the sector between banks conpled iith theinstitutions 

deposits within 
of funds abroad pushed the on transfer 

rate close to the ceiling. Together with thetheoretical restrictions 

effective deposit 
tile spread between lending and 

ceiling on lending rates, 
curtailing the profitability

borrowing rates were reduced, thus 


of the finaucial szstem.
 

On June 6, 1988, the Central bank of Jordan issued new 

rates. Whereas the ceiling on 
regulations pertaining Lo intereist 

are
 same, all financial institutions
lending rates renviined the 


rate of coumission they deem
 
now at liberty to chirq! any 


This has in effect liberalized lending 
 rates. As far 
necessary. 


cei iny; on certicicates of deposits 
as depo)sits are conc(erned, 


of JD 1O0 or more and of duration of three 
months or ore have 

and for the purpose of information, the 
been removed. flowver, 

Bank of JYidan rcojuires the banks to submit, at the end 
Central 

rate taken on direct 
each week, the InxiurTr comissionof 

baoks can charge 	 more for
these recent changes,credit. With 

riskier or costlier lending.
 



4. Existing mOJ Policies and Programs in the Sector
 

The rapid pop,.lation growth and urbanization that occured in 
Jordan during the 1970's created a number of problems n the
 
housing sector that were further exacerbated by the impact of
 
refugee influxes from the West Bank, rapid incceases in the
 
prices of urban residential land, higher costs for building

materials and a significant rise in the cost of living. Tnile
 
there was considerable investment inhousing for middle and
 
higher income families, a widening gap between supply and demand
 
developed for housing for lower income groups. Aware of this

situation, the Government enacted several institutional measures 
to be better able to provide housing opportunities for specific

population groups and lower income families:
 

. The Housing Corporation was established in 1966 and began

actual construction of its first housing projects in 1969.
 
Since then it has built some 20000 units mostly for government

employees and for lower income families in rural areas.
 
Despite good intentions, the units produced by the Housing

Corporation are costly and have required a growing amount of 
government subsidy in order to be affordable to target group
 
beneficiaries.
 

qhe Housing Bank was estabiished in 1974 to provide finance
 
for housing.
 

. Housing and in most cases housing finance has been provided
by the Military Housing Corporation established in 1969 and by

the Jordan valley Authority which began operations in 1972.
 
The Military Housing Corporation currently provides housing
loans to soldiers departing from the Army, Air Force and 
Public Security after 16 to 20 years of service.
 

. In 1900J the first Urban Deveto.Nrunt Project was started with 
a loan from the World Bank to provide improved shelter and 
associated services for low income households in the mmnan 
area. Projects are now being planned for other municipalities 
as well.
 

• In 1980, a VArld 13ank lcun was granted to support the newly
created Cities and Villages Development Bank. Tihe CVDB makes 
loans to munici[olities and villaes to increase their 
capacity to pLovide urban service. to their populations. 

. Finally, the G(U has made major investments in many urban
 
areas to improve the availability of potable water,

electricity, sewerage and access roads.
 

';-C
 



Eam[ lies, the
',,and infrastructure,for a large number :of.Jordana
!/;IY 

institu,,,ml;ii
'''sect'or coninues :to be*plagued by a lack of 

......
:- :co.ordi.nat -an-d ufficieb-t efforts-to assiist bcwer'iTome ion f 

families:. !Increases inland and construction costs amd
S 
inflexibility in the laws and regulations concerning plot
 

significant portion of
subdivisions effectively have excluded a 


poor[families from obtaining 	affordable shelter.
)er 


"
 - "5. Investment Resources 


All evidence :suggests •that housing investment depends to a great 
Previous
extent on remittances from Jordanians working abroad. 


Sstudies have shown that up to 25% of these remittance are used 
to
 

finance the purchase of land and the construction of housing.
 
Given that recorded remittances for the period 1980-1985 reached
 
JD 2,197 12 million ($5,932.44 million), the amount of remittances
 

going into land and housing construction would~have been 
roughly
 

JID 554 mi'llion ($1,495,.80,million), equivalent to 62% of total
 

housing investment for' the same period. 

The current Development Plan forecasts housing investments of JD
 

518 million ($1,399 million). 	 This amount-is sufficient to meet
 
projec'tedhousing needs provided there are reductions inhousing
" 77-7 

demand for low income, housing.standards and costs to. meet 

No substantial 'amount of additional investment by the Goa 
is
 

The intention of the
requiredby this HousingGuarantyProgram. 


program is to establish a comprehensive set of policy 
measures
 

that will enable the government to more efficiently 
use previous.
 

to direct private sectorinvestments in infrastructure and 

investment towards housing for lower I ncome families. A 

reordering of priorities in the provision of tertiary 

infrastructure may be required in order to service housing areas 

where greater demand exists.
 

6. Target Population
 

A primary purpose of the .Housing Guaranty.Program is to 
support 

Housing strategy.' Thethe implementation of the National 
to benefit allof this Strategy are designed 

Jordanians although a particular emphasis is placed on makingrecommendations 

families.housing mo~re affordable to low 	 and moderate income 

Objectives of the Nationalllousing Strategy specifically 
aimed at
 

low income families include:
 

•provide 	 adequate affordable hlousing for all income groups 
or subsidies,with minimum recourse to direct indirect 

•develop a precisely targeted program for serving the 
minimum
 

shelter needs of the lowest income groups,
 

http:5,932.44


. increase the flow of resources to lower income groups 
through formal and informal channels, and
 

* improve the efficiency of urban land markets in each mnjor
toLwn so that land ceases to be a constraint to lower incense 
households wishing to build the first stage of a complete

house. 

As for all Housing Guaranty Programs, the target group includes
 
households with less than the median income. Results from the
1986 National Housing Survey indicate that median monthly 
household incomes for Greater Amman, Other Urban Areas and Rural
 
Areas are JD268, JD201 and JD174 respectively. 

The share of household income devoted to housing ranged from
 
26.5% to 17.8% in Greater Amman, from 26.8% to 17.7% in other
 
urban areas and 20% to 15% in rural areas. Within the last few
 
years, most of the completely new residential buildings have been
 
built on land that was bought several years earlier when land
 
prices were considerably lower. Building additional floors on
 
existing units isalso quite common and one way to minimize land
 
costs.
 

Tie National Housing Survey found that inGreater Amman, 
no
 
household earning less than JD 100 per month expressed interest
 
in buying or building a new housing unit. Roughly two thirds of
 
those households between the 10th and 30th income percentile
answered that they would be willing to spend JD 10,000 or more on 
a new unit, while roughly half the households between the 30th

and 70th percentiles would be willing to pay JD 15,000 or more.
 
In Other Urban areas, 50Z of households earning between 2(th and

50th rx!rcentile were willing to spend between JD 400 and JD 7,000 
for a nc,4 bu-it. The:se responses po)int out the willingness of 
families to pay more [or housing than indicated by their incomes 
and the pxotential availability of additionil financial resources 
once the prospect of a new housing unit becomes a reality. 

Despite these [ktential resouurces!, the high thre:shold cost of 
residential land reiN-ins a critical problemi for low and middle 
income households. This Housing (;uaranty Program specifically
addresses the land cost problem by seeking to have a greater
number of smiller sized plots placed on the market. 
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ANNEX I
 

STRUCTURING DATA FOR USE IN THE MODEL
 

A. INTRODUCTION
 

to three distinct
 
The Housing Needs Assessment Model can 

treat up 


For Jordan, these have been 
geographical disaggregat ions. 

established as:
 

as all urban and ruraldefinedGreater Owno 
within geographical boundary of Greater 

settlements 
the accompanying map.Amman shown by 

localities identified as 
o Other UrbanI including all 

thefor 1979.urban" by the Department of Statistics 
the East41 of these localities in

Census; there were 
197V Census whose 

Dank of Jordan at the time of the 

was 500t0 more;or andpopulation 

remaining settlements that have 
Rural including allo or Other 
not been counted as part of Greater Amman 

Urban areas. 

the base year for all dataashas been establishedThe year 1986 
inputs. 

include an analysisreeds must
Any assessment of physical housing 

of two broad categories;
 

- einsting hUig Uopd including housing that requires 

and any additional dwellings
or replacement 

existi,,g overcrowded conditions; andupgrading 
needed to reduce 

to arise during the planning 
- ne, hcUsig oreds expected 

decaypopulat ion growth and the 
period as the result of 

stocl..of the existing housing 

two categories and
ho, isi, g ,ends from these

The Model estimates aretiLest. Calculations 
the capital investmert required to, mee-t 

owi,] fWiv data sets: 
made using .,ariabiles from the foll 

o population growth and household 
formation
 

o condition of the existing housing 
stock
 

its distribution
 o household income and 


o 
 housing affordability and the cost 
of capital
 

o 
 housing standards and costs.
 

can 
run tie IHIu-ii',' Needs Assessmient Model 

All inpiut ,edpd to 


I;e found i t.L.sc data sets.
 

q
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GREATER AMMAN - _________ 
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data set in
 
The remainder of this note will deal with each 


The Model can be used continuously throughout
greater detail. 


process to present a better "picture" of the
 
the planning 
 It is
 
existing housing situation and projected housing needs. 


tool to help measure performance in the
 
a relatively simple 


subsidies
to estimate government efforts and 
housing sector and 

minimum standards.
required to improve all housing to 


B. POPULATION GROWTH AND HOUSEHOLD FORMATION
 

needs.

the principal element in assessing housing
Popilation is 


needs

the fact that the majority of new housing

This is based on 

in population and
 

and demand are determined by the overall growth 

Since the original Housing


of household formation.
the rates 

Needs Asessment Model technical memorandum, 

the Shelter Unit has
 

national population projectiors from the Department of
 
obtained 
 increase
on (a) forecasts of natural and
 
Statistics based. 


These figures

increase plus migration assumpticns.
(b) natural 


are as follows:
 

NI + migration
Natural increase 

assumption
only 

-------------------.---------------------------------------3.3 3.31906-90 

3.6
3.1
1991-95


1996-2000 2.9 3.4
 

3.2
2.7
COu0-2005 


this point in time D.O.S. has no information on growth rates
 
been
At 

so that the national figures have 

by urban/ rural divisions use the natural
has been decided to
model. It
used in the 


and the higher rates assumingin Baseincrease figures the Case 
The Base Case forecasts are
 as a sensitivity test.
in-migration 


as fo llows, therefore;
 

F'opulation
Area 


1996 2coolI 20106
1936 1991 

150.3 1759.7
1335.2
974.6 1146.1
Greater Amman 


1007.1
I"432.( 1651.91045.2 1229.1Other Urban 


10205.6 1377.3
877.0 1045.0
762.0
Rura 

3O012.2 40397.8 5024.1
2702.6 32"72.Total 




To establish trends in household formation, an average household
 
size in Greater Amman, Other Urban and Rural areas was determined
 
from the National Household Survey. The 19B6 figures are 6.9
 
for Greater Amman, 7.0 for Other Urban areas and 7.6 for Rural
 
areas. Since these figures indicate an increase in average
 
household size in all areas sinc-_a the 1979 census, it is
 
difficult to predict changes in average household over the
 
planning period. The 1986 figures are held constant over the
 
planning period in the Dase Case, therefore. In a sensitivity 
test, a lower 1906 household size and declining househld size
 
over time is tested.
 

C. CONDITION OF THE EXISTING HOUSING STOCK
 

Estimates of the occupied housing stock in the base 'year 1986
 
were obtained from the estimated nuibe- of households divided by 
the ratio of households to housing units found in the 1979 census
 
(1.013). The results are as follows: 

Greater Amman Other Urban Rural Total
 

P"opulat ion 974,.6 1045.2 762.8 2782.6 

Household size 6.9 7.0 7.6
 

Households 141 .2 149.3 99.1 390.04 

Occupied . .
 

Housing Stor': 139.4 14"7.4 99.1 325.2 

An assessment of the conditin, of the e~.is:.ing housing stock was 
made to estimate both present and future housing needs. Results 
were provided for each of the three geographic areas; Greater 
Amman, Other Urban and Rural. lHusingl stoc.. i, the base Veaf 
1206 is divided i"Lto three pri, ial catcgc, ie-: ",.cweptable" 
Upgradable" and "Non-upgradable". Modificat ions to the definition 
of these categories have bee, made based on the Nat ica 
Househo 1d Survey and recomme,,daitin s cf the Rural Ho,using 
subcontr-act. The revised definitiion s are a s follo ws:
 

ACc.lotable IHcots .iqUi f.3~
 

1huse uni ts mhee t Lie minimum standards for
 
iI fastIucLutii anc'i ad lousinq ccistttition. 
They arv a c,,,7,' I. pi i. suppl y- !. LY Water and 
e.age/ septic Q. I.,. itiC. and thpc walls and 
rcf aie build ci dur,,le ,dt elati,.: y' permanent 
materi-als s-uch q:,c:uLtWut,., ,-o_.turcce.d coc,ciete
 

fraeL or cement b Itl . 
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- Upgradable Housing Units 

These units meet the minimum construction 

standards for acceptable units but fail to meet 

the minimum standards for infrastructure. In urban 
areas the housing units do not have piped in water 
and/or electricity and/or a public sewage line/ 

septic tank. 

In rural areas th~ey include adequately built units 

that do not have piped i, water and/or electricity 
and/or sewage/septic t,;n[ and/or have a inc or 

mud rooof. 

Non-Upgradable ku.sirig U,-its 

I r urban areas thise 11 i a61 E i ther margiIal 

mobile or ,adte of mud c- rubble stonie as defined 

in the 1979 censLiS. 

In rural areas it Is iiaSsuiad that o.nly rubble 
stogie units are opg-aded, since there are very Few 

new mud crstruc:tiontraditional mud units ard ony 
would be of better quality' using new techniquesI. 
In fact not all rubble stone units would be 
upgraded since many of the currently vacant rubble 

stone uni ts have been permanently abandoned or 

converted to other uses. 

1. Distribution of housing units by category for 19B6
 

Tabulation of units by the quality cate-gories listed above, 

prepared from the 1986 National HousehOld Survey data, and past 

housing category trends are summarized in, Tabl,-e A. 

2. Building decay rates
 

Arlnnual bLi' ding decay ,rate.. for at:t~pLb e liuisi n.j ur.tS in tealC',I 

of the tiroe cleog-ophic areas were iiitall." ,i.stimated based on 

the 1961 aod 1979 aus,5 - Fr, -,C r r-.i, r,, the totaladat a from 

decay rate was datermi nod by -Uibtract il( 1:10he 1-iLflft(N? i C h, tiE,nfll]
Of 

units e istiio it) 1V61 aod z.t i I t.,,i, i r, I'; fr,-I, , tlie 

stir,g If OC 1 ', <,-!i t was L-.rt-o60s .rturber Lt11 i, l'- I 
i , I . - dEtff iidiv ded by the 1umher of un i L- -.:-'Li , 


the annual decay rate , the I:,t aI r a L( was d jl.idd Ly 10, the
 
i. i i iti plied by I (').ee, a,,d a 

t(:.gi 'e a percentaqe ,-gure. 
,lmbew,of year-s 1:,,at 1761 1'?';7r 
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TABLE : AI 
EAST BANK HOUSINO STOCK - DATA FOR 1961 . 1979 AND ESTIMATES FOR 1986 

Distribution of the 
housing stock by types 
of building materials 
PERMANENT
 
" Greater Amman 

" Other Urban 

" Rural 

TOTAL 


MUD/RUBBLE STONE 
"GreaternAmman 

" Other Urban 

" Rural 

TOTAL 


MAROINAL/MOBILE 
9Greater Amman 
*Other Urban 
aRural 
TOTAL 


TOTAL CONVENTIONAL 
"Greater Amman 

"Other Urban 

"Rural 

TOTAL 


TOTAL HOUSINO 
"Greater Amman 
"OtherUrban 
" Rural 
TOTAL 


YEAR 1961 
(from census data) 

Number X 

38182 23.73 
12492 7.76 
47722 29.66 
98396 61.15 

2457 1.53 
10574 6.57 
21226 13.19 
34257 21.29 

1506 0.94 
1038 0.65 
25721 15.98 
28265 17.56 

40639 25.25 
23066 14.33 
68948 42.85 
132653 82.44 

42145 26.19 
24104 14.98 
94669 58.83 
160918 100.00 

YEAR 1979 

(from census date) 

Number X 

129642 
75673 
124888 
330203 

34.40 
20.08 
33.14 
87.63 

1732 
8870 
22055 
32657 

0.46 
2.35 
5.85 
8.67 

744 0.20 
1228 0.33 
11990 3.18 
13962 3.71 

131374 34.86 
84543 22.44 
146943 39.00 
353865 93.91 

132118 35.06 
85771 22.76 
158933 42.18 
376822 100.00 

YEAR MID- 1986 
(estimated) 

Number I 

157144 
.163033 
111167 
431344 

34.26 
35.54 
24.21 
94.04 

917 
7906 
9108 
17931 

0.20 
1.72 
1.99 
3.91 

I 
1583 
3369 
4492 
9443 

0.35 
0.73 
0.98 
2.06 

158061 34.46 
170939 37.27 
120275 26.22 
449275 97.95 

158252 34.50 
175682 38.30 
124766 27.20 
458700 100.00 

NOTES:
 
" Apermanent housing unit is one which is built of solid materials such as cut stone, 

reinforced concrete or cement block. (Census definition) 
" A marginal housing unit Iseither abarracks building, hut or cave. (Census definition)
" Amobile housing unit is atent, hairtent, ship or caravan. (Census definition)
" Aconventional housing unit isavilla, apartment unit or dar made of permanent materials, 

rubble stone or mud block. (Census definition)
nwumbers in the table reflect the change in the Department of Statistics' definition for urban 

-Aid rural areas that occured between 1979 and 1986. 

SScurcc of Informat ion. Gensas c Population und Housing, Jordan 1961, 1979;
 
1986 National Household Survey
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----------------------------------------------- 
-------

-------------------------------------

Total decay rate is determined is as follows:
 

= Housing Stock - Housing Stock Built Before 1961
 Total Decay Rate and still standing in 1979
in 1961 


Housing Stock in 1961
 

The annual decay rate is determined as follows: 

x 100- Total decay rate
Annual Decay Rate 


18 years
 

in the
 
decay rates for acceptable and upgradable 

housing

Annual 
 and rural
 

areas were calculated for urban 
three geographical 

on weighted averages. For acceptable housing in
 

areas based 
the rvtc? wa5 determined toareasAmman avd Other Urban
Greater 


2.77 percent. For upyradable units
 Rural areas,
be 0.5% and for 

1.37% ,tnd 3.30%. The decay


established respectively as 
rates were 
was changed to 1 percentrural areas
acceptable Units in
rate for in the r-ural stock
 

the very substantial improvement
in light of 

the results cf National Household 
shown by
recent years, 
 units
in 

are presented for non-upgradable
decay rates
Survey. No be

all of these will eventually


it is assumed that
since 

replaced.
 

3. Overcrowding
 

1.013 households
 on the average,

The 1979 Census indicated that 
 to


This figure was first of all used 
lived in each housing unit. 
 the number of
 the 1936 housing stock; 

make an initial estimate of 

the of
numberdetermine 
was divided by 1.013 to 

households to reduce
 

Additional 
 housing urits reeds 

housing units. 


1.3% of the total.
 
were then calculated as 


overcrowding 


5. Vacancies
 

the number of housing units to be
 
underestimating
To avoid vacant
that all 

the Model automatically aus~ume5 

the 

upgraded, 
 Ii addition, the 

are in the "acceptable" categ.,-y. As
husing uinits a ccup ied housig s toc. . 
Model only deals with the 

the 1979 
of the hcusing stock indicated by
the 13%coseqence, to 1986.
in updati q f ig-ures

Censo- to be unoccupied is ignocred 
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6. 	 Assumptions about improving the housing stock
 

Substandard units in the base year are assumed to be upgraded or
replaced over the 20 year 	 planning period at 5% per annum. Themodel assumes that there will be no new overcrowded units after1906 and that no new substandard units bewill added to the
housing stock after 1936. 

D. 
 HOUSEHOLD INCOME AND ITS DISTRIBUTION
 

Household income anddata distribution is taken from the NationalHousehold Survey for Greater Amman, Other Urban and Rural areas.It is frequertly the case that households do not disclose theirfull 	 incomes in responding to household surveys. Therefore., acomparison was 	 made with private consumption expenditures asreported in the National Income Acccunts in order to'double checkthe above figures. This comparison showed that total privateconsumption e:penditure is substantially greater than the totalhousehold income fouLnd thewhen average household income ismultiplied by the total number of households. It becan assuimedtherefore, that income figures from surveys are considerably
under reported. 

In order to adjust for the under-repor ting of income, the 
following formula was applied:
 

% under reported 
 = PCE - THHY X 100
 

THHY
 

Where: PCE = 
 Private consumption expenditure in the study area 
THHY = Total household income 

The 	degree of under-reporting income therefore was found 
to be
33.O8. "This yields the following adjusted monthly and 	 annual
household income figures for 1906: 

Greater Amman 
 Other Urban Rural
 

Monthly income 
 JD. 375 JO. 283 JD. 223
Annual income 
 JD. 	 4500 JD. 3400 JD. 2800
 

2. 	 Distribution of income shares by quintile for Greater Amman,

Other Urban and Rural areas
 

The 	 distribution o~f income by quintile hased thebas on NationalHousetold Survey r~sul ts 1986 ai eof and ,..:pressed as percentagesof to tal household income. in the Bate Ca E scenario it has beenassumi4- that they will rLmain c,. rqtart trougho,ut the planning
period. The) income shares by quIi,,tile assumed ore as fto l lows: 
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Income share by quintile
 

Quintile 5
Quintile 3 Quintile 4
Quintile I Ouintile 2 


6.5 10.5 14.0 20.2 48.4
 
Greater Amman 
 45.5


6.8 11.2 15.3 21.1 

Other Urban 


15.8 21.0 42.7
 
8.0 12.5
Rural 


3. Rural share of GNP
 

to arrive
 
Data for the years 1991-2006 	were manipulated in order 


areas
 
an overall income growth rate for both urban and rural 
at 	

the planning period.

remained relatively constant over
that 

selected that would maintain the differences 
between
 

Values were 

in 1986 and not allow them 	to
 

urban and rural incomes present 

share of GNP was determined as follows:
The rural
increase. 


Ry x 100
Rs 


Ry + Gy + Uy
 

share (M) of total GNFRs = Rural 

Ry = Total income of Rural households
 

= income of Greater Amman households
 

Where: 


Gy Total 

income of Other Urb.a~n households
Uy = Total 


the planning period
4. Income projections during 


the Base Came scentario, national income has been
 
In ustablishing 

each respective five-year planning
assumed to increase during 

Third Five Year Plani, 1906-90.
 
period by 5.0., based on the 


E. 	 HOUSING AFFORDABILITY AND THE COST 
OF CAPITAL
 

the pla""Vio] pevriod depends on:
 Hcusiiq affordability duTring 


in 19060 household inco:,mes 

thereal! growth rates over
of national GNF 


planning period
 

devoted to housing 

D projectionuc 


share of ho.useco Id inciOTe2o 


general inflatioi levels
 

minimum hosiig stamdards and 	cost 
levels for 1986
 

o 


o 


rl
construction i"t tat
0 

r, trrms of hiousinig financ~e.
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Household incomes in 1966 and the projections for GNP growth

rates have already been discussed in this note. Minimum housing

standards and cost levels will be presented in the following

section. Consequently this part of the note will now look at the
 
share of household income devoted to housing, general inflation
 
rates, construction inflation and 
terms of housing finance.
 

1. Share of household income devoted to housing
 

The share of income that households actually are or .are willing
 
to devote 
 to housing was obtained from the National Household
 
Survey by analysing figures for 
those moving during the last five
 
years to get better information on home owner mortgage payments.
 

The rural share of income devoted to, housing is adjusted because
 
the National Housing Survey indicated that there is only a small
 
proportion of cwners who have mor tgages. Since the great

majority of rural hcuseholds are owners, the lack of e'penditu-es 
on a flow basis for housing causes the e::penditures figures 
to understate the households' ability to pay for housing.
Consequently the results were adjusted to be 2%.of the lower
 
three quintiles and 15Y for the highest two quintiles.
 

Recurring expenses were taken from the data 
 in the National
 
Househo ld 
Survey. This includes propel *;y ta:es and maintenance
 
costs. Results from the survey showed different rates ranging

from 9.2%, to 38% of total housing expenses.
 

2. General inflation
 

The overall annual price inflation was taken to be 5% during of
 
the planning periods, based on the Third Five Year Plan. The
 
sensitivity of the Model's results to 
these estimates can be 
achieved by running several simulaticns with varying inflation 
rates. Given the present economic situation in Jordan, 5% was 
considered a good appro:imation. 
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3. Construction inflation
 

To arrive at a reasonable approximation of construction
 

inflation, information on housing costs was analyzed in terms of
 

its three major elements: land, infrastructure and construction.
 
1984 were evaluated. 
 In order
 

Changes in costs between 1980 and 

was
 

calculate a rate for construction, the following formula 
to 

used: 

Rci = (Lp x SI) + (Cp x Sc)
 

for residential construction
Rci = annual percentageWhere 
inflation 

in the price of servicedLp = annula percentage change 
land
 

sI = weight applied to Lp
 

Cp = annual percentage change in construction cost per 
M2
 

Sc = weight applied to Cp
 

Note: S1 + Sc = I
 
Lp includes land and infrastructure
 

CFI, and the consumer price inden:
The relationship between the 

is important because

residential co, struct ion index, RCI, 

In most
sources.
CPI are available from otherprojection for the 
is a reasonably stable relationship between CPI 

countries, there 
data, this relationship

and RCI. Based on available was 
could then be applied
for the 1900-1904 period whichdetermined 
rate for constructionOn this basis, a 5.0%to future years. 

This figure has beenfor the planning period.inflation was set 
by the findings of the subcontract on "Housing

corroborated the Shelter 
Construction Costs and Technologies", udertake, for 


Unit.
 

4. Terms of housing finance
 

the was used to determi ne inteorP:t rates.
The following approach 

by the Housing Ban: for
of 0.5% actually usedinterest rate 

with modest incomes was applied to the lowest to the 
households 

rate of 10.5% forThe Hciusiog Bai.LL.west Four quintiles. 
used for the highest quintile.

c-ommercial loans wa',; 

t period for all quintiles was t,:,eo to be 15 
an ,. 

av.i~g loo,n ra-mpy.m/111e-t per-icds.The l, rep a, 
years, reflectl,io e:istlnug 

25 of the L, tIa 1housi ng unit cost 
CL, ocrrning downpayments, 

has beenad co,-tfuc: t in)
i ciwding lad, infrastruc tre 

quintiles.
adcptad as a re.inable down payment for all 

on pres- t cequirpments of the 
FerceC.age downt a iints Here based 

cf tlhe se,viced 
Housiing Bank. Dcnpayments includes the vaIle 


plot plus 
25% of the cnntruction cost. 
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F. HOUSING STANDARDS AND COSTS
 

Minimum housing standards and costs have been established in
 
order to estimate the investments required to improve housing for 
the entire population to these standards. Minimum standards for 
an acceptable dwelling unit are however, very difficult to 
deterTmine. Careful consideration must be given to what in really
"minimum". At the same time, projected total housing investment 
is very sensitive to changes in these definition,. 

In establishing inputs for the Dose Case, th. minimum standards
 
for a "complete" housing unit were defined as a covered area cf
 
70 m2 on a fully serviced plot of 150 m2. All infrastructure
 
services including piped water supply and public sewerage
 
connections are provided. This has been defined as Cost Level 3;
 
(see Figure 1).
 

A core unit of 15m2 was used in the Base Case which includes the 
construction of a sanitary core plus one habitable room. The net 
plot size is 150m2 and the plot is fully serviced. This has been 
defined as Cost Level 2. 

Upgrading a dficient housing unit to a minimum standard requires 
the installation of infrastructure services, mainly piped-in 
water, public sewe'ge or a septic tarn.: in Great&r Amman and Other 
Urban areas. In rural areas the upgrading includes the 
replacement of a mud roof by a reinfo-ced concrete roof and 
repairs to external walls, in addtional to meeting the same 
infrastructure criteria as in urban areas. 

G. INPUTS USED IN BASE CASE
 

The following tables show .he inputs used in the Base Case. 
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DATA INPUT TABLES FOR THE HOUSING EEDS ASSESSMENT MODEL 

POPULATION 
(Thousands) 

1 2 3 
AMMAN URBAN RURAL 

A 
B 
C 

1986 
1991 
1996 

974.6 
1146.1 
1335.2 

1045.2 
1229.1 
1432.0 

762.8 
897.0 

1045.0 

D 2001 1540.3 1651.9 1205.6 

E 2006 1759.7 187.1 1377.3 

HOUSEHOLD SIZE 

1 2 3 
AMMAN UREIAN RURAL 

A 
B 
C 
D 
E 

1986 
1991 
1996 
2001 
2006 

6.90 
6.90 
6.90 
6.90 
6.90 

7.0C 
7.00 
7. 00 
7.00 
7.00 

7.60 
7.60 
7.60 
7.60 
7.60 
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HOUSING STOCK IN BASE YEAR 
(Thousands) 

1 
AMMAN 

2 
URBAN 

3 
RURAL 

A 
B 

Non-Upgradaule 
Upgradable 
Acceptable 

1.5 
6.2 

131.7 

12.7 
6.9 

127.8 

7.6 
12.2 
79.3 

HOUSING TOTAL INVESTMENT, PUBLIC EXPENDITURES, AND DECAY RATE
 

I 
1926 

A Total Housing Invstmt (M) 149.50 
B Public Capital E~xpend (M) 485.00 
C Accpt Decay Rt, M / U (Z) 0.50 
D Upgrd Decay Rt, M / U (%) 1.67 
E Accpt Decay Rt, Rural (%) 1.00 
F Upgr-d Decay Rt, Rural (%) 3.30 
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ANNUAL CONSTRUCTIW' TO REDUCE SHARED UNITS
 
(Thousands)
 

1 2 3 
RURAL
AMMAN URBAN 


0.094 0.098 o.063
A 	 1986 / 1991 

1991 / 1996 0.094 0.098 0.063B 

C 1996 / 2001 0.094 0. 098 0.063 

D 2001 / 2006 0.094 0.090 o.063 

& UNIT VALUE BEFORE UPGRADINGNUMBER TO BE UPGRADED ANNUALLY 
(Thousands)
 

1 2 3 
AMMAN URBAN RURAL 

1986 / 1991 0.310 0.344A 0.610A 
B 	 1991 / 1996 0.310 0.344 0.610 

1996 / 2001 0.310 0.344 0.610C 
i) 	 2001 / 2106 0.310 0.344 0.610 

0.000E Debt before Upgrading (K) 0.000 0.000 



C 

ANNUAL CONSTRUCTION TO REPLACE NON-UPGRADABLE UNITS
(Thousands)
 

1 2 3 
AMMAN URBAN RURAL
 

A 1986 / 1991 0.)'/4 0.633 0.381
 
B 1991 / 1996 0.074 0.633 0.381
 

1996 / 2001 0.074 0.633 0.381
 
D 2001 / 2006 0.074 0.633 0.381 

BASE YEAR GNP & AVERAGE ANNUAL HOUSEHOLD INCOME 

1 
1986
 

A Gross National Product(M) 1950.00 
D Avg. Metro H-I Incc, me(K) 4.50 
C Avg. U-ban HI] Income(I() 3.40 
D Avg. Rural I1-I Income(K) 2 .80 
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GNP GROWTH AND INFLATION
 
(Percent)
 

3 41 2 
01/06
86/91 91/96 96/01 


5.0
5.0 5.0

A Country GNP Real Growth 

5.0 

5.05.0 5.0 5.0

Price Inflation
B General 5.8 5.85.8 5.2

C Construction Inflation 

INCOME SHARES BY OUINTILE, AMMAN 
(Percent) 

4 51 2 3 
0503 0401 02 

40.4
6.5 10.5 14.4 20.2

1986A 20.2 40.4
6.5 10.5 14.4
1991
B 14.4 2('0).2 48.4
6.5 10.51996C 20.2 48.11
6.5 10.5 14.42001D 40.410.5 14.4 20.2

2006 6.5E 

1i- 1 



C 

INCOME SHARES BY QUINTILE, OTHER URbAN
 
(Perceit)
 

1 2 3 4
 
01 02 Q3 04 


1986 6.8 11.2 15.3 21.1 45.
 
1991 6.6 11.2 15.3 21.1 45.
 
1996 6.8 11.2 15.3 21.1 45.
 
2001 6.0 11.2 15.3 21.1 45.
 
2066 6.8 11.2 15.3 21.1 45.
 

XNCOME SHARES BY QUINTILE, RU
 
(Percent)
 

1 2 3 4
 
01 02 03 04
 

1986 8.0 12.5 15.8 
 21.0 42.Y
 
1991 6.0 12.5 15.8 21.0 42.
1996 8.0 12.5 15.B 21.0 42.)

2001 8.0 12.5 15.8 21.0 42.
2006 8.0 12.5 15.8 21.0 42.7
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RURAL SHARE OF TOTAL GNP
 
(Percent)
 

1986 14.6 

1991 14.6 
1996 14.6 
2001 14.6 

2006 14.6 

& LANDINCOME DEVOTED TO HOUSING
SHARE OF HOUSEHOLD 

(Percent)
 

31 2 

AMMAN URDAN RURAL 

01 
02 
03 
04 
05 

26.5 
26.3 
19.8 
16.0 
17.8 

26.8 
26.2 
20.0 
15.6 
17.7 

20.0 
20.0 
20.0 
15.0 
15.0 



SHARE OF HOUSING EXPENDITURES DEVOTED TO RECURRING EXPENSES
 
(Percent)
 

1 2 3
 
AMMAN URBAN RURAL
 

A a1 19.8 35.0 15.0
 
B 02 17.4 28.9 15.0
 
C 03 35.0 13.4 17.0
 
D' 04 37.6 16.0 9.2
 
E 05 32.7 37.8 11.0
 

TERMS OF HOUSING FINANCE, METRO
 
(Percent)
 

1 2 3 4
 
a1 02 03 04
 

A Interest Rate (E) 8.5 0.5 8.5 8.5 10 
B Loan Term (years) 15.0 15.0 15.0 15.0 15 
C Downpayment Share (V) 25.0 25.0 25.0 25.0 25 
D Graduation Rate (V) 0.0 0.0 0.0 0.0 0 
E Graduation Period (years) 0.0 0.0 0.0 0.0 o 
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TERMS OF HOUSING FINANCE, OTHER URBAN
 
(Percent)
 

1 2 3 4 5 
Qi 02 03 04 05
 

A Interest Rate (%) 8.5 8.5 8.5 8.5 10.5 
15. 00 Loan Term (years) 15.0 15.0 15.0 15.0 

25.0 25.0 25.0 25.0C Downpayment Share C%) 25.0 

D Graduation Rate (%) 0.0 0.0 0.0 0.0 0.0
 
0.0 0.0E Graduation Period (yeArs) 0.0 0.0 0.0 

TERMS OF HOUSING FINANCE, RURAL
 
(Percent)
 

1 2 3 4 5 

0l 02 03 04 05 

8.5 10.5

A Interest Rate (%,) 8.5 0.5 8.5 

B Loan Term (years) 15.0 15.0 15.0 15.0 15.0 
25.0 25.0

C Downpayment Share C%) 25.0 25.0 25.0 
0.0 0.0


D Graduation Rate (%) 0.0 0.0 0.0 

0.0 0.0 0.0 t)i.00.0E Graduation Period (years) 
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CONSTRUCTION COST IN BASE YEAR
 

1 2 3 
AMMAN URBAN RURAL
 

A Upgrade (K) 0.4 0.4 1.2 
B Core House (K) 4.2 3.2 2.6 
C Standard House, (K) 7.9 6.5 4.2 

COST SHARES FOR NEW HOUSE CONSTRUCTION 
(Percent) 

1 
AMMAN 

2 
URDAN 

3 
RURAL 

A 
B 
C 

Land 
Infrastructure 
Superstructure 

36.0 
7.0 

57.0 

23.0 
0.0 

69.0 

6.0 
10.0 
84.0 

COST SHARES FOR UPGRADES 
(Percent) 

1 
AMMAN 

2 
URBAIJ 

3 
RURAL 

A I nf'.a truc tur e 
Sup1 rm truc ture 

100.0 
0.0 

100.0 
0. 0 

100cl.0 
O. 0 
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CHAPTER III: HOUSEHOLD INCOMES AND HOUSING EXPENSES
 

obtain reliable
it is quite difficult to
More often than not, 

income and
 

measures of household income. Although national 

the general


population estimates can provide some insights into 


level of incomes within a country, the only way to 
obtain data on
 

go out and collect it at the
 how this income is distributed is to 


household level.
 

reliable

problems however are encountered in collecting
Several 


The first is that household income,

data on household incomes. 


an intensely
in other countries, can be 

in Jordan as well as 


includes a strong reluctance to. respond

personal matter that 


it. Under reporting of total
 
truthfully to questions about 


income and/or

income that includes in-kind
household 
 because


from other family members may also occur 
contributions 

survey questions do not specifically enquire 

about each potential
 

source of income.
 

two other important though
Jordan are
Particularly relevant to 


measure sources of houehold income: remittances from
 
difficult to 


inter-household transfers.
 workers outside Jordan and 


known for example that remittances from workers
 
It is well 


a family's financial status
 abroad play a very important role in 

generally under-reported.


that these transfer payments are 


have been very beneficial in improving the
and 

While remittances 


lack of any real 
 knowledge

housing situation in Jordan, the 


obtain a clear
 
about them makes it considerably more difficult to 


measure of housing affordability. Households are quite obviously
 
on
than they apparently can afford based 
obtaining better housing 


The National Housing Survey therefore made
 their normal incomes. 

to date information on remittances.
obtain up
a special effort to 
 in the
 some definitional confusion 
There was unfortunately, 


"savings" 
that prevented

between "remittances" and 
responses 


this.
 

very positive influence in creating
 Remittances generally have a 

least a
 

eaual income distribution which may provide 
at 


a mere 

high housing standards
of the relatively
partial explanation 


throughout the country.
 

within the extended family

transfer payments 


largely undetermined

Inter-household 
 source


important and
constitute an equally 
 for those
particularly true 

of income. This appears to be 


Many of these transfers are
the lowest incomes.households with 
Evidence from


but also relatively stable. 
not only substauitial 
with very different population and economic 

several c(untries 
in most 

conditioTs, suggests that these types of transfers are 


with the majority of net transfers going tco 
cases pjrogressive, 

65% of the income distribution.
the approxir.0.ly lowest 

http:approxir.0.ly


G, ie, t1,at houE-ehc,ld= are generally more willirng to reveal howmuch m.ney they spend than how much they earn, a. complementary
set of questions on household expenditures was included in the
National Housing Survey. 
Results from these questions provided a
L'seful base for 
comparison in estimating household 
incomes.
 

Most household surveys, 
 including the National 
Housing Survey,
can provide only an 
idea of current 
incomes or a "snapshot" of a
household's income at 
the time that the survey is taken. They
do not take into 
account historical incomes or any 
 fluctuations

in household income that 
have occured over time. 
 Some unemployed
household heads for example, 
 can quite cofrectly b.i recorded as
having "zero" income, when in fact, they may 
have very recently
had significant incomes. 
 A good proportion of them may
retired, temporarily unemployed or waiting 

be
 
for another
opportunity to 
work abroad. 
 Current earnings therefore may 
be
significantly different 
from historic earnings and/or those 
 at
thLe time the housing unit was purchased or built. 
 In addition,
maniy household heads who are not working are often owners of 

their housing units or other buildings.
 

A recent UDD survey and 
in depth study of "D" zoned areas in
Amman looked at the hypothetical development 
of an extended
family from the time 
that the head of household married until his
retirement. 
 The intent of the exercise was to 
obtain a clearer
idea of 
 how the evolution of the extended household 
over time
relates to 
the number of workers in the household, its potential
earning capacity, 
and housing affordability. Table 3.1 
 shows

how this development of a hypothetical family occurs.
 

A precise identification and evaluation of 
 the components of
household 
income therefore 
is crucial in 
 making affordability

calculations. 
 Total household income, including the earnings of
all family members and incomes from all 
other sources (eg. inkind, properties, interest and funds, etc.), 
is generally used as
the most appropriate indication and measure of a 
 household's

total disposable resources and 
its inherent purchasing power.
 

A. Incomes and Poverty Levels
 

Monthly household 
income is frequently an important 
determinant

of the type and quality of housing that 
a family can afford. For
this reason it is consistently used as a basis 
 in identifying

target groups and beneficiaries for government housing 
programs,
in granting mortgage loans, 
 and in determining affordable cost
levels for housing and infrastructure services. 
 In addition, the
distribution 
of income is essential fcor determining whether 
government services have been equitably distributed. 



Table 3. 1: Development of a Hypothetical Family 

Year Age of Family Milestone Number of Workers Number of 
in Basic Household HouseholdsHead 


Household head marries & forms household 1 1
1 25 

I I
2 26 Birth of first son 

1 1
3 27 

I 1
4 28 

1 1
5 29 Birth of second son 

I 1
6 30 

I 1
7 31 

1 1
8 32 Birth of third son 

1 I
9 33 

1 1
10 34 

I 1
11 35 Birth of last son 

1 1
12 36 

1 1
13 37 

1 1
14 38 

I I
15 39 

1 1
16 40 

1 I
17 41 

1 1
18 42 

2 i
19 43 First son starts work 

2 I
20 44 

2 1
21 45 

3 1
22 '46 Second son starts work 
3 I
23 47 

3 1
24 48 

4 1
25 49 Third son starts work 

4 I
26 50 

3 2
27 51 First son marries 

4 2
28 52 Last son starts work 

4 2
29 53 

3 3
30 54 Second son marries 

3 3
31 55 

3 3
32 56 

2 4


33 57 Third son marries 

2 4


34 58 

2 4


35 59 

1 5


36 60 Fourth on marries 

0 5
37 61 Household head retires 

0 5
38 62 

0 5
39 63 


Assum , tions: 
Males mErry at age 25, and enler 'ator force at age 17. Mature family contains 4sons with average interval 

between wale births of 3 years 

Source UDD survey of "D"zoned areas, 1985
 



1. Early Surveys
 

Since the early 1970's, periodic attempts have been made for a
 
variety of reasons to estimate household- incomes in Jordan.
 
Major surveys in which information about household incomes was
 
obtained include:
 

a) Royal Scientific Survey
 

One of the first national studies on income distribution was
 
carried out bv the Royal Scientific Society in 1973/1974.
 
The study included a sample of some 15201 family interviews
 
conducted by the Department of Statistics. While results of
 
this survey are considerably outdated and no longer directly
 
useful, they provide an historical basis for the comparison
 
of present household incomes. Table 3.2 shows for example,
 
that differences in average incor.2 (including wages and
 
salaries, self-employment income and property income) are
 
relatively greater in urban than in rural areas.
 

Results from the study also show that there were substantial
 
differences between average incomes in rural and urban areas
 
within each governorate.
 

b) Family Expenditure Survey
 

The Family Expenditure Survey was executed in 19%0. The
 
median family expenditure per month according to the results
 
of this survey was JD 211 for urban families. The average
 
family size was determined by the survey to be 7.36 persons
 
per family.
 

Combining this figure for a typical family size with the 
1980 per capita GDP estimate of JD 447 yields an estimate 
of JD 331 per month for 1980. This figure is consistent 
with other income estimates for the same period. The Family 
Expenditure Survey of 1960 alsc. identified monthly 
expenditures for food items, shelter, other goods and 
services, and clothing, which made up 142.22%, 35,04%, 16.16% 
and 6.58% respectively of a family's total expenditures. 

As the second most important expense item, the cost of 
shelter is also a very important determinant of a 
household's financial lifestyle. Givern the high proportion 
of hoiseowners in the sample who would have fairly minimal 
housing costs, and particularly those households who already 
own their housing unit cutright, other households obviousl.y 
were paying a much greater propor tion of their incC.me for 
housing. 



Table 3.2: Some Indicators of the Regional Distribution of Income in 1973 

Ratio to Average Percentage
Average Factor Income 

Income in Ammanfor Earners in 1973 rices 
Urban
Rural
Urban
lovernorate 
 63100381603Amman Oovernorate 

62373 93Irbid overnorate 561 71 51 
Bal overnorate 428 308 

55 48Ma'an ernorate 33 291
Karak Oovernorate 487 276 46 46

6095362572East Bank 

Income share of top 10% of East Bank earners: rural 27.3%; urban 35.8% 

Income share of bottom 10% of East Bank earners, rural 2.4%; urban 2.0% 

Source: Royal Scientific Society, Economics Department, the 1973 Income Distribution Survey (unpublished) 



c) Urban Development Projects
 

population groups
 

part of the World Bank Urban Development
 
The 1979 income' distributions for three 


were estimated as 


in Amman. The groups included national urban
Project 

households, households living in Amman slums, and households
 

living in Zarqa slums.
 

was found that the richest 20% of
Among other things, it 

45% o-f the tctal income, and that the
households earn 


10% is 13 times that of the
 
average income of the richest 


poorest 10%. Table 3.3 summarizes the results from 
 this
 

sur vey. 

2. 1986 National Housing Survey
 

A National Housing Survey was conducted by the Shelter Unit 
and
 

This survey
in the summer of 1986. 

and rural areas.
 

the Department of Statistics 


included some 2246 households in both urban 

included at the
 

Questions on household expenses and incomes were 


end of the questionnaire.
 

a) Results of the Survey
 

i.e. before any adjustment
Direct results from the survey, 


for under-reporting, show that households at the 20th
 

income distribution earned

percentile of the national 	 JD.
 

JD. 100 in other urban
month in Greater Amman, 


in rural areas.
 
120 per 


areas, and JD. 90 


not disclose their total
 Given that households frequently do 

this no
 

income in responding to household surveys and that 

Survey, an
in the National Housing 


take into account the degree of
 
doubt occured as well 


attempt has been made to 


this under-reporting of incomes. To do so,. results from the
 

to orivate consumption expenditures as
 survey were compared 

National Income Accounts and adjusted


reported in the 

The degree of under-reporting was found to be
 

accordingly. 

the both direct and adjusted income figures are
 

33.8% and 


shown in Table 3.4. 

mcnthly income 
Figure 3.1 slhcws graphically these same 


Amman,

the three geographic regions of Greater
figures fcr 


areas and rural areas.other urban 

be ei:pected, there are substantial differences in
 
As can 
hC.usehC. Id ircome between the three reg ions. Cmpar i ng 

areas shows a relativelyAmman with "other urban"Greater 
ranges from 17% to 23% of 

constart difference in i-ncome 	 that 
from the 20th to 80ththe unad 1 uted itcome as cue goes 

betweun oierage householdDifferenLesi150o ,ri C:enk i I e. 
greater

incoe in, G4-, t F IIAt1, atind 	 "rUI a I areas" shows 

25% at the 2Kth percentile to
jar at o and ncreases from 

4 3% at the 30th percenti le. Ihe differeice betieen other 
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Tble 3.3: Household Monthly Income Distribution in 1979 

Zar SlumsAmman SlumsNationl Urban 19861979198619791979 1986 ustedPercentile A ustedA *ustcd 604263448760 8920 81 625696 139 1137840 107741681166080 175 254I L 112 163 116 168 

1981 (77),1980 ( 1.15), 
Note: The ertlmates of the Centrel Bank of Jordan for inflation are as follows: 

1985 (3.0%).
1982 (7.4%), 1983 (5.0%). 1984 (3.9%), 

Source: Helcrow Fox, Jordan Urban Project. Interim Report, May 1979 



Table 3.1: Income Distribution from the 1986 National Housing Survey 

Income Date Taken Directly from Survey 

Percentile by Oreater Other Urban Rural 
Household Income Amman Areas Areas 

10 100 75 70
 
20 120 100 90
 
30 150 120 100
 
40 172 135 120
 
50 200 150 130
 
60 230 180 150
 
70 280 200 170
 
80 350 270 200
 
90 500 350 270
 

Incomes AduJsted Upwards by 33.8% for Under-reportlng 

Percentile by Oreater Other Urban Rural 
Household Income Amman Areas Areas 

10 134 100 94
 
20 161 134 120
 
30 201 161 134
 
40 230 181 161
 
50 268 201 174
 
60 308 241 201
 
70 375 268 227 
80 468 361 268 
90 669 468 361 

Source: 1986 National Housing Survey, 1986 



-- 

Figure 3.1 (a): Income Distribution Directly from the National 
Housing SurveV 
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Figure 3.1 (b): 	 Income Distribution from the National Housing Survey 
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urban and rural areas ranges fi com I:% to 26% going from the 

20th to 80th percentiles.
 

b) Comparison to Other Surveys 

Even in light of the substantial difficulties involved in
 

obtaining the best possible estimates of household incomes,
 

there appears to be sufficient consistency in the results
 

of several recent surveys. These surveys include the
 
National Housing Survey, the University of Jordan Survey,
 
and a survey for the Jordan Urban Project. Table 3.5
 
compares the results of the three nurveys after all incomes
 

have been updated to 1986 figures. No additional
 
adjustments however, have been made for under-reporting.
 

3. Determination of Poverty Levels
 

In 1976, the World Bank calculated a poverty threshold of iD 720
 
per household per year. This poverty threshold was hasad on the
 

estimated costs of a minimum nutritionally adequate diet
 

comprised of locally obtained foodstuffs that were then added to
 

the costs of essential non-food items.
 

In order to update tnis poverty threshold figure to 1986, it was 
assumed that the amount determined in 1976 rose in line with the 

cost of living index. The World Bank report updated the 1978 
figure to 1980 based on the exact same assumption. The 1980 

estimate therefore became $2670 per household per year. Applying 
the 1980-1986 growth factor of 127.1 (1980=100) , the mid-1986 

figure can therefore be calculated as US$ 3394. Converted at 

$2.85/JD, the poverty threshold would be JD 99 per household per
 

month or JD 1188 per year.
 

In order to apply this threshold to results from the National
 
Housing Survey, the above figure needs to be deflated by 33.8%,
 

which is the estimated percentage for the under-reporting of
 

income in the survey. The reduced figure is therefore JD74.4 per
 

household per month.
 

Combining this figure with household income data obtained from
 
the National Hcusing Survey and interpolating between income
 

class intervals, the following percentages of households would
 
appear to fall below the poverty threshold in 1736 in each of the
 

geographic regions:
 

Greater Amman '.9% 
Other Urban 13. 
Rural 18.2% 

A detailed discussion of disad,.'antaged groups in regards to 
hosing can be fcund in Technical Memorardum 7, "Eisting Housing 
Conditions in Jocdcao". 



Table 3.5: Comparison of Income Results from Three Recent Surveys 
( Monthly Household Incomes Adjusted to 1986 Figures ) 

Income National Housing Survey University of Jordan Survey Urban Projoct 
Amman Other Urban National UrbanOther UrbanPercentile Oreater Amman 

87
95 89
20th 120 100 


116 139
135 138
40th 172 


164 168
180 200
60th 230 


248 254
270 306
80th 350 


Note: The figures do not Include adjustments for under-reporting 

(7C,
 



B. Housing Related Expenses
 

A series of questions were included in the National Housing
 
Survey that concerned monthly household expenses related to
 
housing. These expenses included mortgage payments, rents,
 
maintenance and property taxes.
 

An analysis of National Housing Survey results for households who
 
had moved during the previous five year period provided
 
information on the share of household income devoted to housing
 
and land. The resulting percentages, which were also used as
 

inputs in the Housing Needs Asses, ent (see Technical Memorandum
 
Number 5, "Revised Housing Needs and Associated Investment ir
 
Jordan (1986-2006)"), ranged (going from low to high incomes)
 
from 26.5% to 17.e% in Greater Amman; from 26.6% to 17.7% in
 
other urban areas; and from 20% to 15% in rural areas.
 

The rural share of income devoted to housing was slightly
 
adjusted upwards since there was only a very small proportion of
 
owners • having mortgages and because the lack of housing
 
expenditures on a regular flow basis caused expenditure figures
 
to generally understate a household's ability to pay for housing.
 

1. Recurrent Expenses for Maintenance, Taxes etc.
 

A series of questions were included in the National Housing
 
Survey on recurring expenses related to housing that included
 
property taxes and maintenance costs. Results from the survey
 
showed that these costs generally ranged from 9 % to 38 % of
 
total housing expenses. In Greater Amman, recurring expenses
 
ranged from roughly 20% to 38%; in other urban areas from 13% to
 
38%; and in rural areas from 9% to 17%.
 

2. Direct Housing Costs
 

The National Housing Survey also included several sets of
 
questions addressed to owner occupiers concerning the costs of
 

obtaining a housing unit. Separate indications were requested
 
for the costs for land, construction, the purchase of a housing
 
unit with land and vertical expansions.
 

Table 3.6 indicates the various ways in which present homeowners 

have obtained their housing units. The morst prevalent approach 

is to build a housinq unit on previous I* owned land. This 

accounts for 50., 44.7% and 65.1% of owner occupied housing units 
rr-spectively fcund in Greater Amman, other urban and rural areas. 

It is intere-.ting to note that in both Greater Amman and ct her 

Uirtan areas. approxim ately 10% of the owner occtipied units were 

n"w units built as vertical extensions to existing buildings. 
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Table 3.6: Method of Obtaining the Housing Unit 

House Type by Unit Bought Inherited Unit Built on Extension Other 
Owned LandGeographic Area with Land 

Oreater Amman 
* Dar (house) 31.2 8.1 43.4 5.8 11.6 

55. I i 3 2 aApartment 17.6 12.2 2.0 
" 72.7 18.2 9.19 Villa 

100.0 e Other 6.410.2 50.1 9.5Total 23.8 

Other Urban Areas 
3.7 21.916.0 47.2SDoar (house) 11.1 

44.3 29.0*Apartment 10.7 9.2 6.0 
- 25.0 •25.0 25.025.0a Villa 5.0 75.0 

a Other 10.0 10.0 
20.044.7 10.8

Total 11.0 13.5 

Rural Areas 4.5 
9 Oar (house) 3.7 22.4 65.7 • 37 

31.8 54.5 4.5 9.1 
aApartment -33.5 66.6
'Villa -


Other 
 4.83.3 23.3 65.1 3.6
Total 

Source National Housing Survey, 1986, Shelter Unit/DOS 



a) Purchase of a Housing Unit with Land
 

Table 3.7 presents the results of the National Housing
 
Survey concerning the costs of purchasing a housing unit
 
together with the plot of land. In all geographic
 
categories, the cost of the majority of these units
 
(including land) was less than 3D 5000. Given generally
 
high land and construction costs, this amount seems
 
surprisingly low. It may be that many of these purchased
 
units are located in multi-unit "dars" or apartments which
 
would significantly lower the share of land costs in the
 
total cost of the housing unit. Only in Greater Amman for
 
example, is there a significant percentage of purchased
 
units ccsting more than JD. 5000. Roughly 22% of the total
 
number of purchased units in Greater Amman fall between 3D.
 
5000 and JD. 15000.
 

b) Housing Construction
 

Table 3.8 provides a distribution of both the cost of land
 
and construction costs based on the results of the National
 
Housing Survey. A brief review of the reported costs of
 
purchasing land and housing unit together (indicated in
 
Table 3.7), as well as the land cost data (presented in
 
Table 3.8) appears to indicate a lower cost for land than
 
what would normally be expected given present land martets
 
etc. The reported cost of a residential plot of land for
 
example, is less than 3D 2500 in 03.4% of the cases in
 
Greater Amman, 92.2% of the cases in other urban areas and
 
85.1% in rural areas. Given an overall average plot size of
 
500 m2, this would mean that the land price would have to be
 
JD 5 or less in order for this to be true. It may also be
 
the case that the land was bought some time ago when prices
 
were considerably less.
 

Table 3.8 also shows that while it appears that Amman has a 
greater proportion of the more expensive units, the 
majority of units in each of the geographic regions have 
been built for less than JD 5000. 

c) Vertical Expansi-n
 

Poughly 10% of the owner built housing units surveyed in 
Greater Amman and other urban areas were units built as 
vertical e,!tensions to existing buildings. Table 3.9 shows 
the cost distribution of these units within the three 
geographic regions. It is interesting to note that the 
construct on costs expressed for these type of uci ts are 
higher than for new units bu ilt on previously owned land. 
In the majc-rity of cases, the cost of the expansion unit 
"owever is titill. less than 11). 10000. 

17
 



Table 3.7: Costs of Housing Units Purchased with Land 

East BankOther Urban Areas Rural Areas
Purchase Price of Greater Amman 

NB. Cases Cases zx NB. Cases z Z NB.
Housing Unit PLus Land NB. Cases 

44 11 91.7 117 80.162 73.8 88.09 Lo-5OO0D 1 8.3 13 8.9 
s 5001- IO000JD 9 10.7 3 6.0 

3.41 2.0 - - 5 
a 10001 - 15000JD 4 48 

7 4.82 4.0 . 15001 - 25000JD 5 5.9 
- 1 0.71.2 *25001 - 50000 JD 1 

•+50000JD 3 3.6 -2.1 

Toal, Sampnle 84 100.0 50 100.0 12 00.1 146 100.0 

Source. National Housing Survey, 1986, Shelter Unit/DOS 

Table 3.8: Land and Construction Costs 

East BankOther Urban Areas Rural Areas
Land Costs Greater Amman 

NB. Cases I NB.Ceses S Nx.Cases I
NB.Cases.Lo-2500 JD 126 83.4 118 922 103 85.1 347 86.8 

4.7 12 10.0 28 7.0
10 6.6 6e 2501-5000 JD 1.5- 3.3 6 - 0.86 4.0.5001 - 7500 JD 2.51 2.3 4 1.6 1034a 7501 - 10000JD 5 

- 5 1.2-
-2 1.3 3 a 10001 - 15000JD 4 1.0 - 2 2 1.3 - 400 100.0.15000 JD 100.0 128 100.0 121 100.0
Total Samnle 151 

Rural Areas East BankOther Urban AreasConstruction Costs Greater Amman 
i NB. Cases zNB. CasesNB. Cases INB. Cases Z 

61 368 69 40.6 129 43 1 259 40.8 
* Lo-2500 JD 141 22238 22.4 71 23.732 1939 2501-5000JD 11.4 68 10.7112 3415 90 19 
a 5001-7500JD 107107 68 


17 102 19 11.2 32 

a 7501 - 10000JD 55 8.712 7.1 24 80 
a 10001 - 1500'1.JD 19 11 5 

• 24 3841 5 1712 72 7* 15001-2500r 20 3.14 1310 60 6 3.5 100.0 635 100.0s' 25000JD 100.0 299166 lO0. 170Total Sam le, 


Souce National Housd'q Survey. 1986. Sheltp r 0.iit/D0,S
 

http:1500'1.JD


Table 3.9: Costs of Housing Units Added to Existing Buildings 

Construction Costs Oreater Amman Other Urban Areas Rural Areas East Bank
 
-Of Vertical Expansion NB. Cases X NB. Cases X NB. Cases X NB. Cases 
 x 
e Lo-2500 JD 5 15.2 9 17.3 7 467 21 21.0 a 2501-5000JD 9 27.3 10 19.2 5 33.3 24 24.0 
a 5001 - 7500 JD 1 3.0 10 19.2 1 67 12 12.0 w7501 - 10000JD 10 30.3 7 13.5 I 6.7 18 18.0* 10001 - 15000JD 4 12.1 5 9.6 1 6.7 10 10.0 
a 15001 - 25000 2 6.1 3 5.8 0.0 5 5.0 
o 25000JD 2 6.1 8 15.4 0.0 10 10.0

Total Sam9le 33 100.0 52 100.0 15 100.0 100 100.0 

Source: National Housing Survey, 1986, Shelter Unit/DOS 



d) Rents
 

Table 3.10 provides a summary of the results from the
 

National Housing Survey concerning both initial and present
 

rents based on the type of housing unit and geographic
 

region. Comparing the figures shown in both parts of the
 

table, there appears to be relatively little difference
 

This essentially means
between initial and present rents. 

effectively being


that the existing rent control regime is 


in both urban and rural areas.
followed 


for each
less than JD 40 


type of housing unit in each geographic area. Surprisingly
 
The clear majority of rents are 


however, rents for traditional "dar" type units in other
 

appear to be higher than those for similar

urban areas 


types of units located in Greater Amman.
 

Means of Financing Housing Construction
C. 


ways which
detailed information on the in 

their
 

More complete and 

the construction or improvement of 


can be found in Technical Memorandum Number 14,
 
households finance 


housing units 

in Technical Memorandum Number 8,
"Housing Finance in Jordan" and 


"Housing Delivery Systems".
 

Table 3.11 indicates the frequency at which various sources of
 
land,
used in, the purchase of a housing unit with 
financing are 


the purdhase of land, and the construction of a housing unit on
 

owned land. These are expressed for Greater Amman,

previously 


The table shows that "savings" is
 areas. 

source of housing finance in all cases.
 

other urban and rural 


clearly the predominant 

most households are using a combination of
 

It also indicates that 

how


finance their housing. A more detailed view of 
sources to 

presented in Table 3.12.
these combinations are made is 


Housing
D. Willingness to Pay for Better 


able and willing to
that households are
The proportion of income 


on housing related expenses varies considerably. 

It is a
 

spend 

but of several other variables as
income,
function not only of 


include the perceived cost/value ratio of
 
well. Some of these may 


household,

housing. family size, age and sex of the head of 


available financial assets, whether 
the household already owns a
 

hoLISi or rents their housing unit, etc.
 

'-'
 



Table 3. 10: Data an Rented Housing Units in Jordan 

Initial Rent Pald In JD per Month 

Monthly Rents O-20JD 21-40JD 41-60JD 61-100JD 101-150JD i50+JD 
Region-House Type Cases I Cases X Cases X Cases X Cases X Cases Z 

Oreater Amman 
a Dar (house) 40 656 11 18.0 6 9.8 4 6.6 - - - 
cApartment 53 27.7 53 27.7 44 23.0 28 14.7 - - - 
'Villa 11 20.0 2 40.0 - - I 20.0 7 3.7 6 3.1 

Other Urban Areas 
" Dar (house) 34 40.0 43 506 6 7. 1 2 2.4 - - - 
"Apartment 17 18.7 42 46.2 25 27.5 6 6.6 1 1.1 - 
0Villa .. ... .
 

Rural Areas
 
a Dar (house) 11 55.0 9 45.0 - - - - - - - 
* Apartment 1 50.0 I 50.0 - - - - - - - 
0 Villa - - - - - - - - - - - -

Present Rent Paid In JD per ointh 

Monthly Rents O-20JD 21-40JD 41-60JD 61:-lOOJD 101-15OJD 150+JD 
Region-House Type Cases Z Cases X Cases X Cases Z Cases X Cases X 

Oreater Amman 
• Dar (house) 33 54.1 17 27.9 7 11 5 4 6.6 - - - 
*Apartment 44 23.1 55 288 52 27.2 28 14.7 .6 3.1 6 3.1 
* Villa 1 20.0 2 40.0 - - I 20.0 - - 1 20.0 

Other Urbar Areas 
DOar (house) 32 376 45 52.9 6 7.1 2 2.4 - - - 

*Apartment 16 176 44 48 4 24 26.4 6 6.6 1 1.1 - 
•Villa - - - - - - - - - - - 

kural Areas 
: Dar (house) 10 500 10 500 - - - - - - - 
'Apartment I 500 I 500 - - - - - - - 
e Villa - - - . .. 

,lurce Nationa Hoit.ino ',urvey. 1986. Shelter U.;0ft'tZ 



ources of Finoncin 
g hic Area 

Oreater Amman 
syavings 
Sale of Jewels 
Sale of Property 
Remittances 
Assistance from 
Fr iends/,IletiVes 
Loans from Banks 
Loans from Friends/ 
Relatives 
Loans from Employer 
Other Financing 


ther Urban Areas 
Savings 

Sale of Jewels 

Sale of Property 

.Remittances 


Assistance from 

Friends/Relatives
 
Loans from Banks.

Loans from Fr iends/ 
Relatives 
3Loans from Employer 

.

Other Financing
.


Rural Areas
 
l.Savings 

? Sale of Jewels 
3 Sale of Property 

IRemittances 
Assistance from 
Friends/Relal1vi ; 
6 Loansfrom B1nks 

7 Loans from rr er ,' 
Relatives 

8 Loans from Employe, 
9 Other Financing 


Table 3.11: Frequency at Which Sources of Financing are Used 

( %of Households Using Sources of Finance to Obtain Housing Unit) 

Purchase of House 
with Land 

Land Purchase Housing CGostruction 
on Owned Land 

87 
19 
12 
5 
9 

80 
24 

.15 
2 
6 

78 
21 
18 
5 
6 

11 
16 

6 
18 

15 
22 

9 
18 

2 
3 

9 
3 

858885 
161113 
141313 

4I4 
612 

1I4 
18319 

526 
5
4
2 


878456 
121631 
13625 
726 
926 

8 
- 3 

221231 

5
26 43 

'3urce fNational Housing,'5urvey, 1986, 5helter Unit/DOS 

Expansion Unit on
 
Existing Builtin
 

86 
24 
16 
11 
8 

27 
27 

14 
-


81 
33 
8 
6 
6 

33 
33 

19 
6 

89 
16 
11 
5 
5 

11 
21 

11
 
5
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Table 3.12: Number of Borrowers Using Various Combinations 
of Financing a Housing Unit 

Sale of Sale of Bank Loans Friends/ Employer 
Savings Jewelry Property etc. Relatives 

Oreater Amman 
Savings - 16 10 8 12 8 

Sale of Jewelry 16 - 5 3 8 3 
Sle of Property 
Remittances 

10 
5 

5 
1 

-
2 

3 
3 

2 
1 

2 
2 

Help from Friends, etc. 
Loans from Banks, etc. 

I 
8 

2 
3 

1 
3 

1 
-

1 
2 

1 
3 

Loans from Relatives 
Loans from Employer 
Other 

12 
8 
1 

8 
3 

2 
2 
0 

2 
3 
0 

-
3 
0 

3 
-

0 
Total 60 19 12 16 15 11 

Other Urban Areas 
.avjngs - 9 7 *15 15 6 

Sale of Jewelry 9 - 2 I 6 1 

Sale of Property 
Remittances 

7 
3 

2 
0 

-
1 

1 
0 

0 
1 

0 
0 

Help from Friends, etc. 
Loans from Banks, etc. 
Loans from Relatives 
Loans from Employer 
Other 

3 
15 
15 
6 
2 

2 
1 
6 
1 
0 

2 
1 
0 
0 
0 

0 
-
4 
4 
0 

2 
4 
-
3 
0 

0 
4 
3 
-
0 

Total 59 11 9 20 19 8 

Rural Areas 
Savings 
Sale of Jewelry 
-ale of Property 
Rem:itances 

-
15 
8 
4 

15 
-
3 
1 

8 
3 
-

1 

.5 
1 
4 
0 

28 
10 
7 
1 

4 
4 
1 
6 

Help from Friends, etc. 
Loans from Banks, etc. 
Loans from Relatives 
Loans from Employer 
Other 
Total 

15 
5 
28 
4 
3 
95 

2 
1 

10 
4 
0 
18 

0 
4 
7 
I 
0 
17 j 

-
0 
0 
0 
0 
1 

4 
0 
-
2 
0 

33 

0 
0 
2 
-
0 
6 

Oreater Anmnan, 75, Other Urban Areas, 70; Rural Areas, 115 
Total households reportituse if funds under the column heading, many housholds used multiple sources 
-iff'rance so that the sum it thep ntries in the column can exceed ie total indicated 

Note fl4,l caose. 

Source Ta..ulation of data from the 1966 National Housing Survey 



services to its
A housing unit or dwelling provides a bundle of 

includes protection from the
 that among other things,
occupant 

provision of water and sanitation 

services, locational
 
elements, 
 and adequate


pleasing exterior and interior design,
attributes, 


space for daily household activities. 
A determination of housing
 

the amounts that
 
not only depends on
therefore
affordability 


pay for their housing, but
 
are financially able to
households 


to pay for housing having different
 
also 
 their willingness 


attr ibutes.
 

the market value
 
is often indicated by
to pay"
"Willingness this
Awareness of 


housing attribute or service. 
placed on each or for an
 
the most significant housing attributes,
"value" for 


example, can be
 
room or square meter of space for 
incremental 


the extra financial effort
 
in determining
very important 


to make in order to obtain better
 
would be willing
households 


housing. 

1. Dwelling Rents and House Values
 

pay more for what they
to 
are undoubtedly willing
Households 

This applies not only to
 

as a good "value".
perceive 

A series of regression
as well. 
consumer goods but housing 
 Housing
 

were carried out using the results 
of the 


analyses 
 housing "values".
 
Survey that attempted to analyze these 


identify the

the analyses was to 
The primary objective of 

through the interaction of 

supply
 
that the market,
values to
 

on various housing attributes 
and 


and demand, places 

the housing unit.
 

the most important features of 
determine 
 contract
 
The dependent variable in each 


case was either the 


owner's estimate of the value 
of the
 

the unit or the 


The independent variables basically 
described the
rent of 


property. 
 of rooms, services
 
its size, number
and included
unit 

time livEd in by renters etc.
 
zoning, length of 


that unit size,
 
Results of these regression 

analyses showed 


and the number of floors
 stone exterior,
finished
location, 
 in determining

had a significant impact
in the building all 
 more variancethere was

For owner occupied units 
rents. 
 For one
 

areas of consistency were found. 
although several is highly
in square meters
of the unit
the size
thing, somewhat
areas although
in all three geographic
significant The location
i, other locations. 
core prized in Amman than 

grocery
various services such as 
near 

health center


of the housing unit 
 surprisingly
 
post office, school or 


stores, 

its value.
reduce
tends to 


on the value or a clear impact
Zoningl categories also have 

in an areaA unit locatedin Amman.
of a housing unitprice for example, carries a 
or "B" categoryun the "A"zoned without


8.900 compared to those units 
premium ufT about JD. in the "C" and* areas zcnedthe Other hand any zorv,'.. On 

ro premium relative to 
ca tE'o r i .- Carry little or

"D" areas however, seems 
plo ti.. 7oning in other urhbn

urzoned In rural areas.
house prices.
to have very little effect on 
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by contrast, units in areas zoned for 
agricultural use carry
 
premiums compared to 
any other zoning categories.
 

Outside of Amman, a premium is 
also placed on having a
 
SLparat2 bethroom, while within Amman, 
central heating
 
carries a similarly high premium.
 

2. Indications from the Housing Survey
 

Several questions were asked 
in the National Housing Survey

concerning 
 the amount of money that households would be
 
willing to 
pay to either buy or built a new housing unit, or
 
to 
 simply rent a bigger and/or better unit. Results from
 
these questions for both Greater Aaman and other urban 
areas
 
are graphically shown in Figures 3.2 and 3.3.
 

Perhaps because of 
the higher land and construction costs
 
found in Greater Amman, virtually no households earning less
 
than JD 100 per month expressed interest in buying 
or
 
building a 
new unit. Roughly two-thirds of those households
 
earning 
between JD 100 and JD 150 per month however,
 
answered that they could spend than 3D
more 10000 on a new
 
unit. For households having incomes between JD. and
151 JD
 
300 per month, roughly half of them indicated that they

would be willing to pay JD 15000 or 
more a new housing unit.
 
This percentage increpsed tc more than 90% of those
 
households earning between 3D 301 
and 3D 500 per month.
 

In other urban areas, 50% of the households responding 
 to
 
the question and indicating a morithly income between 3D. 
 51
 
and 3D 
100 said they could only afford a housing unit if the
 
cost was 
less than JD 4000. At the same time, roughly 60%
 
of those households with monthly 
incomes between JD. 101 and
 
3D 150 said they would be willing to spend between JD 4000
 
and 3D 7000 for a unit while slightly less than half the
 
households earning between JD. 
151 and JD 200 indicated that
 
they could pay for a unit between JD 7001 
and JD 10000.
 

Households appeared considerably less willing to spend any

substantial amounts of money for rent. 
 Figures 3.4 and 3.5
 
show the rental that households are willing to pay based 
on
 
their income group.
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Figure 3.2: Willingness to Pay: Maximum Amount to Buy or Build a House 

(Oreater Amman) 
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Figure 3.3: Willingness to Pay: Maximum Amount to Buy or Build a House 

(Other Urban Areas) 
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Figure 3.4: Willingness to Pay: Maximum Amount to Rent a House 
(Oreater Amman)Number 
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III. 	OVERVIEW OF HOUSING STOCK IN JORDAN
 

of Stock by Type of Building

A. 	 Distribution Housing 


Material
 

which
1986 National Housing Survey provides figures
The 	
Unit to update the 1979 Census uf
 

enabled the Shelter 

Table 3.1 summarizes the current


Population and Housing. 


number of units distributed by main type of unit.
 

can be seen that there have been substantial 
improvements


It 
stock with virtually 100% of
 

in the country's housing 


Greater Amman housing being of permanent building 
materials
 

in rural areas. It

93% in other towns and 89% 


be noted that a significant proportion of the
compared to 

should also 


in rural areas is composed

mud/rubble stone housing stock 


many 	of which are in effect abandoned
of vacant units, 

in demand by village residents.
lonqer
because they are nu 


B. 	 Size of Housing Unit
 

3.2 shows the sizes of housing unit in the three main
 Table 

as a whole.
regions plus the East Bank 


Table 3.2
 

Size of Housing Unit
 

Cumulative percent
Percent
Area 


East
East Greater Other
Greater Other 

Amman Urban Rural Bank
Amman Urban Rural Bank 

12.6 14.7 15.5 14.2 12.6 14.7 15.5 14.2 
0-40m2 

35.8 35.0
31.9 37.4
20.3 20.8
19.3 22.7
41-60m2 


50.7 54.1
54.4 56.6
14.9 19.1
22.5 19.2
61-80m2 


75.4 67.3 72.7
18.6 74.520.1 18.8 16.681-100m2 

78.6 62.5
82.5 85.6
8.0 	 10.2 11.3 9.6101-130m2 

89.4 91.7
91.2 93.8
10.8 9.2
6.7 8.2
131-160m2 


8.1 6.0 10.3 8.0 99.3 99.6 99.7 99.7
 
161m2+ 

0.3 0.3 100.0 100.0 100.0 100.0
 
No answer 0.7 0.1 


100.0 100.0
 
100.0 100.0 100.0 100.0 I 100.0 100.0 

_-----------------------------------------------------
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Table 3.2 shows that there are no major differences in the
 
distribution of housing units by floor area. Key aspects are as
 
follows;
 

o 	 The largest share of small units (under 60m2) is found
 
in other urban areas (37.4%) compared to 31.9% in
 
Greater Amman and 35.8% in rural areas.
 

o 	 In the mid-range (61-100m2) there is a higher share in
 
Greater Amman (42.6%) compared to 38% in other urban
 
areas and only 31.5% in rural areas.
 

o 	 The share of large units, (101m2+) is almost equal in
 
Greater Amman and other urban areas, at some 24.5%, but
 
higher in Rural areas, at 32.4%.
 

For the purpose of other analyses, the average size of units
 
constructed at any time and those constructed in the past six
 
years is compared in Table 3.3 below:
 

Table 3.3
 

Average Size of Housing Unit (m2)
 

Area 	 All construction 1980-86 Construction
 

Greater Amman 85.7 
 123.0
 
Other Urban 82.1 84.1
 
Rural 90.2 
 96.2
 
East Bank 85.8 98.1
 

Source: Shelter Unit
 

The above figures include occupied and vacant units. It can be
 
seen that there has been a substantial increase in average
 
household size in Greater Amman hut relatively little in nther
 
towns and rural areas.
 

Table 3.4 shows the main divisions of the occupied stock by type
 
of building;
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Table 3.4 

Housing Stock by Type of Building
 

Marginal

Detached Apartment Villa House/stock Total
Area 


99.9
0.1
2.5
61.5
35.8
Greater Amman 

100.0
3.3
0.7
34.3
61.7
Urban
Other 

100.0
1.7 2.2
8.6
87.5
Rural 


1.6 1.9 100.0

East Bank 60.4 36.1 


100.0
3.9
0.2
29.1
66.8
East Bank 1979 


It will be seen that there has 
been a significant increase in the
 

concentrated
total housing stock, 

share of apartments in the 

mobile housing
 
mainly in the Greater Amman region. 

Marginal and 


has become an insignificant 
part of the total housing stock.
 

type
 
3.5 shows the distribution 

of households by size and 

Table 

of building;
 

Table 3.5
 

Distribution of Households 
by Size and Type of Building
 

Rural
Other Urban

Househli Greater Asian 


- -------------------------------------- Aprt. Villa Other Total

Villa Other Total HouseTotal House Aprt.

Size House Aprt. Villa Other 

------------------------------------------------------------------------- 100.0------------ 13.3 -- 26.7

10.0 -- 2L.0 100.0 60.0 
-- 1.00.0 70.0

I 3B.9 61.1 

10.3 100.05.8 100.0 84.6 5.1 --
-- 100.0 59.6 32.7 1.975.6 .2 20.0 100.0 

.. .. 100.0 68.8 10.5 --
68.9 3.3 -- 100.0 53.2 AS.2 2.6 

3- 29.9 

k.8 0.9 100.0
0.8 0.8 100.C 85.7 10.7 

2.0 - 100.0 57.3 A1.2
5-6 2?9.8 67.5 

0.3 100.0 65.4 27.7 0.8 3.8 100.0 B9.4 7.7 2.3 0.6 100.0
7+ 42.9 54.5 2.3 

3. ..........................
 
-------------------------------......... ;-------------
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Table 3.5 shows that the proportion of households in apartments
 
in Greater Amman is similar across household size except for a
 
significantly higher percentage of 2 person households.
 

In other urban 
areas there is more variation by household size.
 
It should be noted that a majority of households living in
 
"other" housing (i.e. marginal or mobile housing) is found in
 
refugee camps.
 

C. Tenure of Housing Unit
 

Table 3.6 shows the present tenure of household units in each
 
area.
 

Table 3.6
 

Household Units - Present Tenure
 

Type of Greater Other East East Bank
 
Tenure Amman Urban Rural Bank 
 1979
 

Owner 56.7 8.2
67.1 69.6 65.6
 
Renter 37.2 24.7 
 3.9 22.9 2B.4
 
Free 4.8 7.1 4.7
7.4 4.6 

Other 1.3 0.8 0.8 2.9 1.3
 

Total 100.0 100.0 100.0 100.0 100.0 

Table 3.6 shows that 
the proportion of households owning their
 
housing unit increased in the 1979-86 period for Jordan as a
 
whole. Owner occupation is the dominant mode in rural areas.
 

Owner occupation is distributed across all income groups, as
 
shown in Table 3.7
 

Table 3.7
 

Present Tenure Status by Average Household Income
 

-
__Terure Statts Sreatei Aiar Otier UMar, .ril
 

One: Frter Free Other rwrer Per.ter Free Other O.rer Fi.ter Free Oher
 
(.iarth)
 

0-5D 43.8 3,.'S 12.5 6.3 71.1 19.4 (.5 -- 6E.7 F.3 2(8 4.2
 

51-110 52.0 37.3 .3 1.3 .6.7 22.2 (.4 ',7 I r.l 5.5 7.3 1.2
 

101-155 48.3 43.5 6.8 [.4 t6.0 23.9 .6 1.5 87.6 4.1 7.3 1.0
 

lit-.C(,lt ',;.I 3 . .-2 1.5 60.0 33.1 6.2 Q.8 93.4 1.1 5.5 -

201-.OG 56.E 37.7 4.A [.1 ,7.9 2 .7 4.5 - h. 2.. 7.E -

301-50' 73.0 26.( -- I. 76.5 20.t l.5 ., 96.4 3.6 ..
 

+500 61.7 36.7 1.7 -- 59.3 17.? 3.4 -- 3.3 --- .? -
......... .......................... 
 ............ ......------------------....----
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D. 	 Number of Rooms
 

excluding kitchen and
 
The 	size distribution of housing units, 


(i.e 	number of habitable rooms) is as follows:
bathro:oms 


Table 3.8
 

Housing Units: Number of Habitable Rooms
 

East East Bank
 
No. of Greater Other 


Bank 
 1979
 
Amman Urban Rural 


Rooms
 
Habitable 


% Cum% %
% Cum.% % Cum% % Cum% 	 Cum% 

19.1 19.1
9.3 0.5 8.5 

1 8.3 8.3 8.1 8.1 9.3 


40.3 27.2 36.5 29.0 3j.9 37.5 56.6
 
2 28.3 36.6 32.2 


81.5
27.4 63.9 25.4 67.3 24.9 

3 30.0 66.6 30.5 70.8 


86.7 11.6 93.121.6 85.5 19.4
4 19.5 86.1 17.6 88.4 

4.2 	 97.3 
5 8.7 94.8 8.2 96.6 6.8 94.3 8.5 95.2 

3.0 	 98.2 1.7 99.0 
6 3.2 98.0 2.5 99.1 3.4 97.7 

0.8 	 98.5 0.7 98.9 ) } 
7 0.7 98.7 0.4 99.5 


99.6 	} 0.9 }99.9
0.8 	 99.3 0.7
1.2 	99.9 0.1 99.6
8 

0.7 100.0 0.4 100.0 )


9+ 0.1 100.0 0.3 99.9 	 I
 

99.9
 
All 	 99.9 99.9 100.0 100.0 100.0 100.0 99.9 


100.0 100.0 


It may be deduced from Table 3.8 that;
 

in number of
 
few significant differences 
o 	 There are 


rooms per housing unit in Greater Amman and other urban
 

67% of units have 3 rooms or fewer in
 
areas: thus 


in other urban areas.
 Greater Amman compared to 71% 


number of

units have slightly higher


" 	 Rural housing 


rooms on average.
 

has increased
size of housing unit 

o 	 The average 


as a whole.
the country
since 1979 over 

or more rooms in 1986
significantly 


Thus 33% of housing units had 4 


1979. Again, there were 8.5% of
 
compared to 18.5% in 


in 1986 compared to

1 habitable room
housing units with 


19.1% in 1979.
 

E. 	 Number of Households Per Housing 
Unit
 

housing
of nuclear households per

shows the number
Table 3.9 


uni t.
 



Table 3.9
 

Number of Nuclear Households Per Occupied Housing Unit
 

Number Greater Other East East Bank
 
H"holds Amman Urban Rural Bank 1979
 

1 91.9% 90.2% 89.4% 90.5% 89.6% 
2 6.8% 8.6% 9.5% 8.3% 9.1% 
3 0.9% 0.8% 1.2% 1.0% 1.2% 
4 0.4% 0.1% -- } 0.2% 1 -

5-- 0.1% -- } -- 10.1% 

All 100.0% 99.8% 100.1% 100.0% 100.0%
 

Table 3.9 shows that the ratios of households to housing units
 
has increased slightly from 1-1.10 to 1-1.12 in the period 1979
1986. Howe. r, overcrowding, measured by this ratio, is only a
 
minor problem in Jordan.
 

F. Age of Housitig Units
 

The high proportion of recent construction among the country's
 
housing stock is shown in Table 3.10 below.
 

Table 3.10
 

Year of Housing Unit Construction
 

Percent Cumulative Percent
 

Greater Other Greater Other
 
Year Amman Urban Rural Amman Urban Rural
 

pre-1951 9.1 5.5 3.9 9.1 5.5 3.9 
1951-60 24.4 13.5 7.2 33.5 19.0 11.1 
1961-67 11.7 13.8 11.1 45.2 32.8 22.2 
196B-74 23.5 29.4 22.7 68.7 62.2 44.9 
1975-74 13.8 18.9 19.5 82.5 81.1 64.4 
1980-86 17.5 16.9 35.6 I00.0 100.0 100.0 

All 100.0 100.0 100.0 100.0 100.0 100.0 

Table 3.10 shows that 31.3% of Greater Amman's housing stock has 
been constructed since 1975, 37.8% in other urban areas and 55.1 
in rural areas. 

In 0-ict, in rural areas 35.6% of housing units have been 
consntticted in the peritced 1980-86. 



The youth of the housing stock is reflected in the average period
 
of residence of respondents in the NHS, as shown in Table 3.11.
 
As might be expected, the average period of residence in
 

apartments in urban areas is lower than in detached houses,
 

reflecting the generally more recent construction of apartments
 

in Jordan.
 

Table 3.11
 

Residence Period in Present House
 

Period House Apt. Villa Other House Apt. Villa Other House Apt. Villa Other 
..............................................................................................
 

0-2 6.5 18.8 21.4 -- 11.3 26.6 -- 8.3 12.6 12.0 50.0 20.0 

3-2 9.1 17.6 28.6 -- 15.6 19.5 . -- 18.3 32.0 -- -. 

6-10 14.3 19.3 21.4 100.0 21.2 22.1 50.0 16.7 21. 24.0 30.0 40.0 

#10 70.0 44.1 28.6 -- 51.9 29.6 50.0 75.0 47.7 32.0 20.0 40.0 
..............................................................................................
 

99.9 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.1 100.0 100.0 100.0 
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CHAPTER IV. ASSESSMENT OF HOUSING QUALITY
 

A. 	 Criteria/ Standards Used For Assessment of Housing
 
Quality
 

A central objective of the National Housing Strategy is to
 
provide basic acceptable shelter conditions for all income
 
groups, judged according to commonly agreed criteria. However,

the definition of such criteria is difficult. First, because
 
definitions of acceptable housing vary depending on an individual
 
household's view of social, 
 economic, physical and environmental
 
conditions. Second, 
 because it is difficult to distinguish the
 
effects of investments in housing in achieving improved 
 welfare
 
from investments in improved water supply, provision of sewerage,

adequate nutrition, health care and other social programmes.
 

While the previous chapter has shown that the housing stock 
 in
 
Jordan has substantially improved in the past decade and is 
 now
 
of generally good quality, 
 there remain various deficiencies in
 
both building and infrastructure conditions which can be overcome
 
in the short to medium term. The criteria which can be used at a
 
macro level to measure these deficiencies are as follows:
 

a. 	 Housing Unit Internal Conditions;
 

o 	 ratio of people to habitable rooms (defined as any
 
rooms excluding kitchen or bathroom)
 

c 	 existence of separate kitchen, bathroom 
 and W.C.
 

o 
 size 	of housing unit by size of household
 

b. 	 Housing Unit - building Conditions
 

o 	 type of construction material for walls and roofs.
 

c. 	 Housing Unit - Services Available
 

o 	 source of drinking water
 

o 	 type of waste water evacuation
 

o 	 type of lighting
 

d. 	 Satisfaction with HOUse/ Neighborhood 

o 	 satisfaction with house
 

o 	 improvements to house required
 

o 	 number of appliaiices in household
 

o 	 satisfac2%ion with neiohbor,-chood
 

o 	 reasons for dissatisfactilil with neighborhood
 



---------- ------------------------------------------

--------- --------------------

-------------------------------------------------------------------

--------------- ----------------------------------------- 
---------

reason for moving from previous 
house
 

o 


wi

o 	 satisfaction with present unit 

compared 
th
 

previous unit
 

move 	within next 5 years
 o 	 intention to 


main 	reasons for moving.
o 


B. 	 Findings
 

criteria
 
The general findings on housing 

quality using the above 


are now described. Unless otherwise 
stated all date is taken from
 

the National Housing Survey and 
relates tu occupied units only.
 

Ratio of People to Habitable Rooms
 1. 


problem of overcrowding in 
the country's housing
 

main
The 	 rooms.
 
high ratio of people to habitable 


stock is the to

by the ratio of households 


as measured
(Overcrowding 
 Findings from the
insignificant).
occupied housing units is 	 in the

show 	a major improvement
Housing Survey,
National 	 the 1979
when 	compared to 
room 	overcrowding,
problem of 


census, viz:
 

Table 4.1
 

Habitable Room
Persons Per 


~--------------
East East Bank
 

Other
Greater
Region 	 Bank 1979
Rural
Urban
Amman
Persons Per 

room


Habitable 

--------------------------- 16.3%
35.5%
32.8%
34.6%
38.7%
0-1.999 	 23.3%
29.4%
29.4%
30.4%
28.3%
2-2.999 	 16.6% 21.9%
17.6%
15.9%
16.5%
3-3.999 	 9.2% 15.5%
10.1%
10.3%
7.2%
4-4.999 	 5.0% 9.7%
5.4%
5.3%
4.2%
5-5.999 	 4.4% 13.3%
4.7%
3.5%
5.1%
Over 	6 


100.0
100.1
100.0
100.0
100.0
All 


is living at
 
seen that ?a% of Jordan's 

population 

It can be 	 room, 46% are
habitable


less 	than 2 persons per
of 	 an
densities 	 10% at densities at 
room 	and 

living at densities of 2-3.99 

per 	
shows that
Table 4.1 


more 	persons per room. 
average of 4 or 	 other urban areas

higher in
slightly


roofm overcrowding is 	 in rural
 
and slightly higher again 


to Greater Amman,
compared 

areas; compared to urban areas.
 

is found in
of overcrowding


Furthr 
 on the problemdiscussion 

Chapter V.
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2. Existonce of Separate Kitchen, Bathroom a-I W.C.
 

A measure of housing acceptability is the existence of separate
 
cooking, washing and toilet facilities, as shown in the following
 
tables:
 

Table 4.2
 

Existence of Separate Bathroom
 

East Bank Greater Amman Other Urban Rural
 

Yes 72.4% 84.6% 74.7% 55.2%
 
No 27.6% 15.4% 2M.3% 44.8%
 

100.0 100.0 100.0 100.0
 

Table 4.3
 

Existence of Separate Kitchen
 

East Bank Greater Amman Other Urban Rural
 

Yes 89.1 94.5 92.2 78.6
 
No 10.9 5.5 7.8 21.4
 

100.0 100.0 100.0 100.0
 

Table 4.4
 

Existence of Separate W.C.
 

East Bank Greater Amman Other Urban Rural
 

Yes 95.0 97.4 97.2 89.7
 
No 5.0 2.6 2.8 10.7 

100.0 100.0 100.0 100.0
 

Table 4.2-4.4 show in general a high quality of provision in 
urban areas, but significantly lower standards in rural areas in
 
the provision of separate bathrooms and kitchens.
 

3. Sli~tndards of Building: 

Informitdon was colltected in the NHS on materials used in the 
construction of walls ard roos. Additional information was 
collected for rural areas as part of the Rural Housing Survey. 
The findings are as follows:
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Table 4.5
 

Materials Used for Wall Construction
 

Other
Greater
Type of 

Material Amman Urban Rural
 

3.9
6.9
19.5
Finished stone 
 32.3
20.2
27.1
Reinforced concrete 
 53.4
65.3
52.7
Cement blocks 
 7.2
4.4
0.7
Stone + Mud 
 2.5
2.4 

Zinc metal 
 0.7.
 
Other 


0.3 


100.0 100.0 100.0
 

Table 4.6
 

Material Used for Roof Construction
 

Other
Greater
Type of 

Material Amman Urban Rural
 

Reinforced
 
concrete 91.6 82.2 91.9
 
Zinc Metal 1.2 11.2 2.9
 

4.2 3.6
Mud 0.1 

Other 0.1 2.4 1.7
 

100.0 100.0 100.0
 

4. Housing Unit Services Available
 

was obtained from the NHS on the 
provision of four
 

Information 

waste water evacuation, type of
 

key services: drinking water, 

The findings are as follows:
 lighting and type of heating. 
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Table 4.7 

Source of Drinking Water
 

Greater Other East East Bank
 
Source Amman Urban Rural Bank 1979*
 

Public supply 95.2 88.7 82.8 89.2 69.6
 
Public tap -- 4.7 2.0 2.3 7.0 
Tanker 2.6 6.0 4.6 4.4 13.2
 
Well 1.5 -- 7.1 2.6 1.9 
Fountain -- 0.1 2.0 0.7 2.6 
Other 0.7 0.4 1.5 0.9 5.6 

100.0 100.0 100.0 100.1 99 9
 

* Source: Housing & Population Census - East Bank 1979 

It can be seen that there hps been a major improvement in water
 
supply over the past seven years, with high levels of public
 
mains water supply in all areas, thus the supply of drinking
 
water can now be said to be adequate over the country.
 

Table 4.8
 

Type of Waste Water Evacuation
 

Type of Greater Other East East Bank
 
Facility Amman Urban Rural Bank 1979
 

Public sewerage 79.6 4.5 1.7 29.6 11.8 
Septic tank 19.0 92.1 85.2 64.8 85.6 
Other 0.7 1.7 0.8 1.1 0.4 
Nothing 0.7 1.7 12.3 4.5 2.2 

Total 100.0 100.0 100.0 100.0 100.0
 

Source: Housing & Population Census 1979, Volume 1.
 

The sewerage network is now extensive in the Greater Amman area. 
In other towns, while septic tanks have been the norm, a very 
extensive programme of investment in sewerage systems is now in 
progress, so that within two ov three years a dramatic increase 
in the availability of public sewerage can be expected. The 
proportion of housing units served by public sewers in rural 
areas an be expected to remain low, since low densities in many 
villaigs and scattered settlements imply that septic tanks are a 
satisfa-atory form of wast e water evacuation. In summary, the 
substatn,ial improvement r-ted in the 1979-86 period may be 
expectetd to increase at a rapid rate over the next five years. 
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Table 4.9
 

Type of Lighting
 

East East Bank
Other
Greater
Type of 

Rural 1979*-
Lighting Amman Urban Bank -----


Public elect.
 
supply 98.0 98.1 82.3 93.0 71.5
 

Private elect.
 
0.6 5.9 2.
supply0.6 2.2 1.1 -1.0 0.1
Gas 


3.4 22.8
9.3
0.0 0.8
Kerosene -0.2
0.0 0.4 0.2 

Other 


99.9
!00.1
100.0 100.0 100.0

Total 


Type of Heating
 

4.4 3.0

9.2 2.1 1.5 


Central 0.6 -0.6 1.0 0.1

Natural gaz 


91.3
89.8 91.6
89.7 95.0
Kerosene or solar 
 )
8.3 2.8 5.7

0.1 0.8
Wood or Charcoal 


0.3 0.6 } 
0.3 i.IOther 


-

100.0 100.0

99.9 100.0 100.0


Total 


Source: Housing & population Census 1979, 
Volume 1.
 

* 

the past 7 years is
 
Again, the major improvement in lighting over 


urban areas may be considered 
to have
 

shown by this table. All 

is provided overwhelmingly by
 

satisfactory lighting. Heating 
significant in
only
with central heating
or solar
kerosene 


Amman.
 

Resident's Satisfaction with 
House and Neighborhood


5. 


housing conditions
 
Apart from the quantifiable indications 

of 
in the NHS
 

a series of questions were asked 
already described, and
with their house
satisfaction
resident's 

In addition,


concerning 
questions were asked conceining 

the
 
neighborhcod. intenclon to
 

from a previous dwelling and 
his 


move
resident'b 
 Findings and comments are now
 
some time in the future. 
mo e at 


shown in detail.
 

(G- 1i 

/ )/ 
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i. Improvements required fer the housing unit
 

Table 4.10
 

Perce~tage Respondents Indicating Improvement Needed
 

Item Greater Amman Other Urban Rural
 

Electrical wiring 7% 7% 6%
 
Water supply system 7% 7% 5%
 
Waste water system 11% 11% 10%
 
Interior finishing 24% 24% 27%
 
Doors or windows 15% 15% 18%
 
Exterior finishing 10% 10% 13%
 
Other 3% 3% 3%
 

ii. Appliances Available
 

Table 4.11
 

Percentage Housing Units With Appliance
 

Appliance Greater Amman Other Urban Rural
 

Television 92% 92% 78%
 
Video/VCR 23% 9% 4%
 
Refrigerator 8B% 85% 57%
 
Gns oven 67% 56% 53%
 
Washing machine 87% 86% 69%
 
Private car 73% 22% 21%
 
Telephone 45% 25% 15%
 

It can be seen that there is a very high levei of ownership of
 
television, refrigerator and washing machine in all urban areas.
 

iii. Satisfaction With House
 

Table 4.12
 

Percentage Satisfaction With House
 

Greater Amman Other Urban Rural
 

Vi y Satisfied 59.6% 56.4% 66.2%
 
S TAisfied 25.1% 31.3% 
 27.4%
 
No-t Satisfied 15.4% 12.3% 6.4%
 

100.1% 100.0% 100.0%
 

6141 
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with existing

shows a high degree of satisfaction
4.12 
 very
able 

85% being 	satisfied or
with
respondents,
ousing among 	 in

8B% In other urban areas and 94% 
atisfied in Greater Amman, 


ural areas.
 

v. 	 Satisfaction with neighborhood
 

their satisfaction
 
shows respondents estimation of 
able 4.13 


ith their neighorhood.
 

Table 4.13
 

Percentage Satisfaction With 
Neighborhood
 

Rural
Other Urban
Greater Amman 


74.6%
61.6%
54.5%
lery Satisfied 	 20.3%
27.5%
30.3%
iatisfied 	 10.9% 5.1%
15.2%
Jot Satisfied 


100.0%
100.0%
100.0% 


in all areas are

of respondents
a high proportion
Again, 


very satisfied with their neighborhood.
satisfied or 


with their
not satisfied
saying they were

Aespondents 

ieighborhood gave the following reasons:
 

Table 4.14
 

Reasons for Non-Satisfaction 
With Neighborhood
 

Rural
Other Urban
Greater Amman
Reason given 


M
73%
65%
General conditions 	 42%
41%
52%
Poor location 	 21%
60%
72%
Social environment 	 79%
54%
32%
Lack of services 	 33%
18%
22%
Other 

It will be noted that the two main 
reasons given in Greater Amman
 

In rural
conditions. 

the social environment and 

general 	
the main
are 	 are 


services and general conditions 
areas, 
lack of 


reasons.
 

Feasons for movirnq from previous house
 v. 

for moving from


their reasons 
were asked to give
Respoahnts 	 in order of priority,
he reas,,lns given,

their p mvious house. 


were as .ollows%
 



-----------------------------------------------------------

--- -----------------------------------------------------------

--- -----------------------------------------------------------

---- ----------------------------------------------------------

Table 4.15 

Reasons Given for Moving From Previous House
 

Reason Greater Amman Other Urban 
 Rural
 

% response Rank % response Rank % response Rank 

1. To own 
a house 30 (I) 39 (1) 43 (1) 

2. 	Change in 
family size 25 (2) 18 (2) 16 (2) 

3. 	Move close
 
to work 10 (3) 7 (4) 3 
 (7E)
 

4. 	 Move to 
better
 
environment 9 (4) 9 (3) (4)
 

5. 	 Change in 
social
 
status 5 (5) 6 (5E) T (3)
 

6. 	 Need for 
larger
 
house i (6E) 2 (8) 1 (9)
 

7. 	 Move closer 
to family/
 
friends 4 (6E) 6 (5E) 6 (5)
 

8. 	 House 
demolished 
 3 (7) 5 (6) 3 (7E) 

9. 	Improved
 

income 2 (8) 4 (7) 4 (6)
 

The following points emerge from the above table:
 

o 	 The five most common reasons for moving from the
 
previous house 
are the same for Greater Amman and other
 
urban respondents. 

c. 	 In rural areas, change in social status ranks third 
compared to urban areas, while the need to move closer 
to wc:rk drops to seventh ranking. 

Li The desire for owning a house and the impact of a 
change in family size are the dominant reasons given in
 
all areas.
 

I' 
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in Greater Amman said that they
79% of respondents who had moved 


qere more satisfied with the present unit than the previous unit,
 
change.


L2% were less satisfied and 9% considered there was no 

11% and B%
 

rhe equivalent figures for other urban areas 
were 81%, 


and for Rural areas, 88%, 9% and 3%.
 

Intentions to Move in the Next Five Years.
 

house in
Amman intended to move 
17% of respondents in Great-ev 

in other urban areas and 5% in
 

the next 5 years, compared co 12% 


rural areas.
 

a 	move were 
as follows:
 The too main reasons given for such 


Table 4.16
 

Main Reasons Given for Move in Next 5 Years
 

Other Urban Rural
Greater Amoan 


Ist 2nd Ist 


Reason 


2nd 1st 2nd
 

.........................--------------------------------------------------------
% N RI R % R % R % R 


I.Mlve tolarge house 28 (I) 28 (11 32 (1)21 (2) 31 (I 19 (2) 

31 (1) 4 (6)
2.Toown ahouse 27 (2) 2 (7) 28 (2) 3 (6) 

to house with3. love 

12 (3) 16 (3) 15(3) 11 (3) -- 33 (I)

mute roots 


(11 9 (3)15 (3)
4.Nicer enviioneert 12 (3) 25 (2) B() 36 


8 (4) 3 (61 --.
10 (4) 3 (6)
5.Pay lower rent 


6.Toline outside
 
6 (j) I (8) 2 (6) I (7) 19 (2) 7 (5)
Jordan 


insocial
7. harnge 

2 (6) II (4) -- 7 (5) --. 

status 


.. .. 4 (6)

B. Improved income 2 (6) 2 (7) 1 (7) 

9.To benefit fro%
 
-- 4 (61


public housing I (7) 5 (5) 1 (7) 3 (6) 


I0.	tolive closer to
 
work 
 I (7) I i8) 3 (5) 8 (4) 6 (4) It (4)
 

,lt 

-- 2 (7) 1(7)
 

II.hove tof)i;Ier
 
htuse 

12.huve nearer to 
1 (81 -- 3 (6) -- 4 (6)


family 


.. ....--
 3 (5) -
'3.Other 


R r Ranlinq 
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The following points emerge from the above table;
 

o As with the earlier question concerning reasons for
 
moving from the previous house, the most common first
 
reasons given for a future move are similar in Greater
 
Amman and other urban areas.
 

o 	 The aim of paying lower rent ranks fourth among first
 
reasons to move in Greater Amman and other urban areas.
 

o The aim to live outside Jordan ranks second among

respondents first reasons in rural areas; (although it
 
should be noted that the sample responding in rural
 
areas is small). The same aim ranks fourth in Greater
 
Amman and other urban area respondents' first reason to
 
move.
 

0 The need to move to a larger house was given as the
 
most common second reason for moving in the future,
 
followed by the need to move to a house with more rooms
 
and a nicer environment.
 

Those households who are intending to move within the next 5 
years were asked what arrangements by were making for such a 
move. The findings are as follows: 

Table 	4.17
 

Arrangements Made to Move
 

Arrangement 	 Greater Amman 
 Other 	Urban Rural
 

1. 	Constructing new unit 19% 16% 46%
 

2. 	Actively seeking to
 
buy unit from private
 
sector 11% 
 12% 13%
 

3. 	Waiting to receive
 
a house from public
 
sector 
 8% 	 8% 13% 

4. 	Actively looking to
 
rent a unit 47% 42% 13%
 

5. 	Other 16% 22% 17%
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It may be seen from Table 4.17 that:
 

- the largest share of Greater Amman and other urban
 

move are seeking rental housing.

households wishing to 


mover
the largest share of rural households wishing to 
-
(which from
 

are currently constructing a rnw unit, 


in the NHS is likely to be on land they

other data 


own). Although only a small percentage of
 
already 

existing rural households are looking to move in the
 

next 5 years, this figure suggests that the major
 

shown by the high proportion of 
 new
 
transformation 


areas is continuing.
housing stock in rural 


Pay for New Housing Units
7. Ability to 


Survey

data is available in tha National Housing


Further 
 move
 
amount respondents who are planning to 
concerning the 


building or renting a new
 consider they can pay for buying, 

is more appropriately analysed
housing unit. However, this 


Technical

the general question of affordability 

(see

under 


"Housing and Land Affordability").
Memorandum 13, 


BEST AVAILABLE DOCUMENT 
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C. 	 General Data on Owner Occupied and Rental Housing Units
 

Further information on the existing stock of owner occupied 
and
 
rented housing stock is contained in Annexes 1 and 2 to this
 
Technical Memorandum.
 

D. 	 Definition of Upgrading 
Used in Housing Needs
 
Assessment Model.
 

The 	previous section has shown that the main 
shortcomings in

housing conditions which can be met by physical investment are as
 
follows:
 

o 	 elimination of households having to 
share a dwelling
 

" 
 reduction or elimination of room overcrowding
 

o 	 provision of water supply, electricity and sewerage to
 
units currently lacking these services
 

o 
 improvement of proportion of rubble/stone structures in
 
rural areas by means of wall 
 rendering and/or

replacement of existiT.g substandard roofs.
 

It is emphasized that the National Housing Strategy 
will make
 
recommendations on policies and 
investment programmes related to

housing units and housing land. Naturally there is a variety of
 
improvements which 
 can be made at the local community levels,
 
e.g. provision of improved education, health, social and other

facilities, as well as further infrastructure improvements 
such
 
as 
 road, water supply and sewerage investment. However the
 
Shelter Unit assumes that 
 such investments fall within the
 
jurisdiction of other line agencies. 
 As proposed elsewhere, the
 
proposed structure and organization of the Shelter Unit will
 
allow proper coordination concerning area priorities, sectoral
 
priorities and responsibilities between the unit and such 
 line
 
agencies.
 

Housing stock 
in the base year for the model, 1986, is divided
 
into three principal categories; "Acceptable", "Upgradable" and
 
"Non-upgradable". These categories are defined as follows:
 

Acceptable Units
 

These units 
mLet the minimum standards for infrastructure
 
ser'eices and housing construction. They are connected to public

water supply and sewage/septic tank facilities and 
the walls and
 
roof's are built of durable and relatively permanent materials
 
sucl as stone, reinforced concrete frame or cement block.
 

6-20
 



----------------------------

------- -----------------------------------------------------------

------- --------- -------------------------------------------------

-------- ------------------------------ --------------------- 
------

----- --------------------------------------------------------

Upgradable Housing Units
 

the minimum construction standards for
 
These units meet 


minimum standards for
fail to meet the
acceptable units but 

In urban areas the housing units do not have
 

infrastructure. 
 line/

piped in water and/or electricity and/or a public sewerage 


septic tank.
 

Non-upgradable Housing Units
 

these units are either marginal, mobile 
or made of
 

In urba" areas 

rubble stones as defined in the 1979 census.
mud or 


units are
 
areas it is assumed that only rubble stone 
In rurol 

since there are very few traditional mud units and any


upgraded, 

be of better quality using new
would
new mud construction 


In fact not all rubble stone units would 
be upgraded


techniques. 
 been
 
since may of the currently vacant rubble stone units 

have 


converted to other uses.
permanently abandoned or 


stock according to these
 
the existing housing
A summary of 


categories is as follows:
 

Table 4.18
 

Categories of Existing Housing Stock
 

Rural
Other Urban
Greater Amman
Category 
 No %
No %
No. % 


8.6 7620 7.7
12650
1480 1.1
Non-upgradable 


12196 12.3
6870 4.7
6200 4.4
Upgradable 


94.5 127830 86.7 79264 80.0
 
131700
Acceptable 


99080 100.0
147350 100.0
139380 100.0
Total 


C1i
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MARKETABILITY ANALYSIS 

Stephen A. Pyhrr and James R. Cooper,Real Estate Investment:
 

Strategy, Analysis, Decisions. New York: John Wiley & Sons.
 

1982.
 

MARKETABILITY A." 'VSIS 

"Igel people to invest by selting them the depreciation" 
a nationally known syndicator 

WHAT IS MARKETABILITY ANALYSIS? 

A marketability analysis is a micromarket study. The mictromarket is the specific 
site that is being considered for possible investment. 

The marketability of a particular unit of space implies the ability of the market 
to accept the transfer, sale, or exchange of some or all of the rights in that space. A 
marketability study usually considers a specific use or uses of the space. This use 
may or may not represent the highest and best use, but focuses on what is 
marketable, 

A marketability analysis has been defined as a 

study to determine to what extent d piticular piece of property can be
 
marketed or sold under current or anticipated market conditions. It is
 
inclusive of a study (analysis) of the general class of property being
 
considered. Thus, a marketability analisis goes one step further than a
 
market study by identifying the numbvr of units that can most probably
 
be absorbed uithin that specific trading area (market) and over a
 
specified time period. Thus, the marketabiity analysis is not a project
 
feasibility analysis in that it does not take into consideration
 
development costs or profitability. In effect a marketability study is
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sandwiched in between the market study, on the one hand, and a basic 
financial feasiblii,, nalysis on the other.' 

The usual conclusions of a marketability analysis are the following: 

1. Quality, which in economic terms means the price or rent levels at which 
the market might accept the space.

2. 	 Quantity, or absorption schedule within the defined nmne period.
3. 	 Specific conditions, such as terms of financing, sales techniques, and 

amenities, which will enhance the acceptance of the property or encourage 
its acceptance by the market.' 

A marketability analysis should forecast gross cash revenue and project the 
market share to be captured. Specifically, Inan existing property situation (rather
than development) the market analyrt must project the gross possible income and 
vacancy rate under different economic scenarios for each year of the ownership
life cycle. Preliminary property value and operating expense estimates might also
be derived as an output of a marketability analysis; although this is cost efficient, 
it is not commonly done. 

Location, Neighborhood, and Site 

In 	Chapter 5 we noted that the location of an Investment is influenced by the 
investor's overall philosophy and strategy, by the negotiation process, by the stateof the capital markets, and even by nonpecufiary objectives. For the purposes of
marketat.iliy analysis, a location isdefined as the geographic area within which a
real estate product could produce adequate income without suffering undue loss
because of the absence or inadequacy of some particular factor that is usually
necessary for such a use. Obviously, this i, apragmatic recognition of the imper
fect efficiency of real estate markets. The same pactical approach is taken In 
defining the limits of a neighborhood when doing a sA,. analysis. 

GUIDELINES FOR A MARKETABILIT',' ANALYSIS 

As we have noted befot, the investor isa coordinatr of a process desiyned to
maximize returns and accumulate wealth. Since micromarkel analysis is quite
location specifi7 and requires extensive field survey w-.,k. the investor kill most
likely contract ,with a quaifid real estalh: appraiser or counselor, such as an SREA 
or MAI. to perform the marketability analysis. One of the mot valuable qualities of
such an expert is the fact that he or she may have acce_.; - data that are not
generally available. Espccially for out-of-lown investors it is important that 
w'hoevCr prr'f:Ms the mrkelability analysis be knowledgeable about the local 
real estate mark-ets. 

' BI N Po.,/' V-' Fstie A, r-- Te-n. . , G..ambndg-. ti, E 1!-. 07T. p 137.
'Stephen ) Me, r'e Rrvt N Bovcv. Harc (, and Rohe"rrnmble. I Ward Anal,,nng Real Estot 
Opporti~nt,- (C' 2 As Realtors, 197II t'. .r- i 43 
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ANALYZING REAL ESTATE MARKETS UNDER CHANGING CONDITIONS 

Because the uncertainty In much real estate Investment is greater than one 
believe that a marketability analysis

encounters with ordinary business risks, we 

should generate "optimistic," "most likely," and "pessimistic" levels of data. 

The following is a list of the components of a thorough and complete mar

ketability analysis: 

1. Establishing the boundaries of the neighborhood 

2. Neighborhood analysis 
3. Site analysis 
4. Survey of comp iftion, with interpretative analysis 

5. Marketing strategy and management plans 

6. Capture and absorption rate analysis 
7. Revenue and operating expense forecasts 

8. Summary and conclusions 

All of these components gre interrelated: The economic- demographic profile, the 

competitive survey, the analyses of market absorption and capture rates, and the 

revenue and expense forecasts are based on the marketing strategy and man

agement plans that the Investor expects to adopt for the specific site use. 

Establishing the Boundaries of the Neighborhood 

As we have noted, a location may have more than one neighborhood within its 

boundaries. Since time and budget constraints do not permit an analysis of all the 

possibilities, the niarket study should provide sufficient information to select the 

neighborhood that best conforms with the investor's philosophy and strategy. 
often established by natural barriers, such as

Neighborhood boundaries are 
as city limits, zoning

hills or bodies of water, or legal/political barriers, such 
or other artificial buffers, such as highways, rail

boundaries, or school districts, 
lines, or green belts. The key to practical neighborhood delineation is to keep in 

and lenders that establish and
mind that it is the competitive forces of users 

or statisti
change neighborhoods, and not the decisions of analysts, planners, 

On the other hand, time and budget constraints compel the investor to
cians. 

define aneighborhood to fit available primary data, such as census tracts, blocks,
 

or ZIP code areas
 
In summary, one should delineate the neighborhood with due regard for 

natural and political barriers, competitive forces, and the best available fit to data 

sources. 

Neighborhood Analysis 

the quality of access to public
Neighborhood analysis should provide detail on 

transportation, utilities, shopping centers, schools, religious and civic organiza

tions. hospitaK, community facilities, and recreational facilities, to the extent that 

they are pertinent to the use contemplated. Detailed information should be pro

vided on the socioeconomic level ol the neighborhood by income, education, 
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occupation, age, and population trends. There should be descriptive data ongeological, topographical, climatological, and other environmental influences.
There should be a narrative description of the history and nature of the neighborhood, how it intocame being, and past, present, and future trends. It Isreasonable for the investor to require a map pinpointing the location of the
neighborhood (and the site) within the metro area (locality map). Generally, the 
report should provide the following: 

1. A statement of u,,hat type of use predominates in the area, the degree of 
conformity or diversity, and the extent of inharmonious uses.

2. 	An evaluation of the area's reputation. 
3. 	 The representative range of sales and rentals, and the quality of


improvements relative to competitive and comparable submarkets.
 
4. 	An informed opinion on the general remaining economic life of the typicalproperties in the neighborhood area. Signs of spot blight should be 

observed. 
5. 	 A comment on the extent of neighborhood maturity and degree of


neighborhood sprawl. Is the location built up? Is it stable? Is it on the
decline? Is it being rehabilitated? Is there pride of ownership? What is the 
quality of routine maintenance? 

6. 	 A report on the typical source of financing and refinancing in the
neighborhood. An evaluation of the attitude of lenders toward the future of 
the neighborhood. 

7. An evaluation of how accessible the neighborhood is to the municipal
infrastructure, the urban economy, and essential services and amenities.8. A report on planning, zoning, and code controls. Are there any restrictive 
covenants? Are occupancy permits required for new owners? Is code 
compliance activity adequate or overzealous? Is there any illegal or
nonconforming use in the area? Isa zcnig variance, exception, or change 
necessary for the contemplated use?

9. An analysis of the nature and adequacy of available utilities and necessary
amenities and other essential facilitiesfor the planned use

10. 	 A report on the vacancy and occupancy rates that c, st in the
neighborhood as a result of current and/or long-term- conditions. This 
report should be stratified as to tenure (owner/rener) and price/income 
categories. 

11. A report on the turnover rate of ownership and/or occ Jpancy.
12. A comment on any known hazards, nuisances, noise, air or water pollution, 

traffic congestion, etc.
13. A comment on possible positive or negative effects of nearby major

facilities, such as schools, major complexes, regional shopping centers,
convention facilities, stadiums, and industrial districts

14. An evaluation of future trends for the neighborhood. The analysis should 
provide a faclual and objective opinion of both posiive and negative
influences, free from speculative bias based on prejudices of any sort. 
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Site Analysis 

Site analysis is an n-depth extension of neighborhood analysis Hlovwever, it fo. 

physical and geological conditions and terrain It reviews cuses more narrowly on 
other economic, legal. political, and sociologicalzoning. land use controls, and 

value of the site. If the neighuse and. hence. the 

analysis has made some reference to hazards, nuisances, amenibes, and
factor!, th'i- might aff:cl the 

borhood 
of the report should discuss their effect on the sitethe like. then this pan 

site analysis to contain the follou.irg site-
Generally. one should expect a 

specific commentary. 

of the site1. The dimensions. shape. and area 

2. Topography. 

3. Soil and subsoil conditions 

4. Quality of drainage 

5. Quality and adequacy of utilities 

6. The nature of on-site landscaping. paving, etc. 

7. Is the site typical and representative in nature? If not, what is the extent of 

its nonconformity'.?
 

Quality. adequacy. and level of maintenance of the municipal infrastructure
8. 

(streets. curbs, sidewalks, etc I. (Note: The neighborhood analysis should 

have provided information on the quality and level of police and fire 
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protection-., urban transportation, and sanitary hauling and sewage.
However, some special comm?nt may be necessary for a specific site. In a
built-up area, the very reason Iornondevelopment may often be the 
Inaccessibility of some such semvice.)

9. Time and distance to urban services and amenities.
10. 	 Comparison of the site with other competitive sites, using appropriate units 

of comparison (i.e.. ratios such as real estate taxes per square foot or rents 
per square foot). 

In addition to ;he foregoing, the Investor must continuously assess potentialusers' and lenders' attitudes toward all of these factors, for user preferences have
the greatest influence on current and future values. Exhibit 6- 1shows asegment
of the appraisal form developed by the Federal Home Loan Mortgage Corpora
tion (FHLMC) and the Federal National Mortgage Assodatio,'r (FNMA), which
effectively summarizes neighborhood/site characteristics as evaluated by a skilled 
appraiser.

Site analysis can be extended by the use of earth science mops.' Covering
anything from acity block to the entire planet, the calibrated scales of these mapsare appropriate for urban applications. (The camera resolution isso high that one can see even the height of curbs.) These maps provide the investor with valuable
Information on, for example, ease of excavation, landslide susceptibility, slopestability, seismic susceptibility, percolation rates, mineral potential, and solid waste
disposal. Neglerl of site condition variables can be dangerous, 

The Environmental lmpact Statement 

Today developers a-d investors must also keep in mind the need to comply with
environmental laws and regulations, for the cost of such controls can make a largedifference in profit potential. A site analysis, therefore, should consider the effect
of such regulations. Under the National Environmental Policy Act (NEPAl, Sec
tion 102 (2)(c), environmental impact statements must be filed on some projects
that set forth, among other matters, the folluu'ing: 

1, The environnental impact of the proposed project.
2. A report on its adverse consequences
3. Altemative uses that might be made of the environment. 
4. 	 Met:ods by which the proprsed use can be better adapted to the
 

environment.
 
5. The impact of the proposed use on long-term efforts to maintain or
 

enhance the environment.

6. Areport on the irre'versible and/or irretrievable commitment of resources
 

required to carry out the project.4
 

'G. D Robinson and A M Spieter leds. 1,"Nature to be 1-ommanded . Earth-Scence MapsAplied IoLand Use and Water Managemen. Gedoqrca Survey Professional PAper no 950 (Wash. 

ingon. D C. GPO, 197' "
 'Jane A Silvermar Inu,ror.mennLI imp'a o/Real Irneslments. 
no 17 {Fo"Alon. ass Wiro-. Gcoam o 

.late Reel t .ii'P vu,., Ponfolio 
& I , 
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EXHIBIT 6-I. A Portion of an FHLMIFNMA Reldentltl Appralial Form 

i0o.,, ' 0-. In 	 - '. Pb 3..'- 1% o1 -. -. 0 0 0 
' .... 7, ._ •... .-. 0 00 0 

. -.. .o.. -.-.-.- ' I0 0 0 0 

_. . 0 00 0 
• '___ _ .- 0 00 0 

, . n..-P.. .-- 0 0 0 0 
I._o- '. ____* __, .,, , 0 00 0 

SouAcE. Federal Natonal Mortgage Associaton, Form no. 1004, rev. 7[79. 

Highest and Best Use 

Many investors feel that a highest-ancd-best-use analysis should be part of the site 

analysis. This concept, developed by appraisers, is a useful method for prelimi

nary site use analysis. Since an Investor seeks the most profitable use of capital, 

the site use should meet the following cr.tea: 

1. It is reasonably probable. 
2. It is legally permissible. 

3. It is physically possible. 
4. It is adequately and appropriately supported by the market. 

5. It isfinandallV feasible. 

A properly executed marketability analysis must address each of these preliminary 

determinations regarding the feasibility of the contemplated site and use, except 
for financial feasibility 

Is the Site Use Reasonably Probable? The determination of what is rea

sonably, prudenty, and likely to succ,-ed is largely dependent on the separation of 

fantasy from what is likely to occur. Many raw land deals have been sold at 
exocbilant prices becbL-e buyers failed to consider when in the Immediately 

foreseeable future urban hinge land would actually be converted into suburbs. In 

effect, whether the use contemplated is likely to occur is determined largely by its 

current accessibility to the essental services of the metic, area. The determination 
of what is re."sonably probable depends on the screening lest, to be set forth 

,'hortly. The key Ic .uccessful hiqhesi-ard .,st-use arnaly,,, isto s&.lect the use that 

is the next mos probable profitable u'" the shor-tc: tutu; o 
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Is the Site Use Legally Permissible? Do subdivision regulations and zoning,
housing, and building codes permit the use intended for this location? Even if the
 
codes do permit that use, is itthe most productive for that location? Ifthe intended
 
use is now illegal, should zoning changes be sought? What Is the estimaled cost of
 
obtaining the change, and what is the probability of success?'
 

Is the Proposed Usie Fhysically Possible? Architects, builders, and engineers
have dEveloped construction technology to a point at which almost anything can

be built anywhere at any time. But what is economically feasible to the investor
 
may be a quite different thing.
 

The investor needs architectural, planning, and engineering ervices for many

situations. Engineers and architects can estimate the cost of siltation management,

which might require the removal of trees and ground cover and the construction
 
of water retention ponds. Subsoil conditions can be estimated prior to purchase.

Engineering studies also are often useful in determining the quality and adequacy

of heating plants, air conditioning, elevators, and roofs. Failure either to have the
 
seller cure defects or to take them into consideration in price negotiations 
can
 
prove disastrous to the investor,
 

Is the Site Use Appropriately Supported by the Market? The market for any

use-a new development 
 or improvements at an existing location-must be
 
thoroughly known to the investor, or else the supply and demand characteristics
 
of the contemplated use must be thoroughly explored. A site may be in the path of
 
growth, but expansion of the urban fringe or the filling in of urban sprawl may take

another ten years before it reaches 
 the site. For example, in one case county

planners had zoned an 
area near a regional airport for industry, but the acreage
available constitut2d a 200-year supply at the expected rate of growth. In another 
type of situation, there may in fact be a demand for 20( -O additional units of 
multifamily rental housing in the $250- 350 per-month range, but a survey would
reveal that ten developers were already building 2000 units each for the forecast 
period. During the 1970s most mator SMSAs had begun to signal obvious poten
tial distress due to overbuilding long before the overbuilding itself occurred. 

Ik the Proposed Use Financially Feasible? Since al! investors seek profitable 
use, an invesigatioi of financial feasibility is mandatory An appraiser makes such 
a study part of a highest-and~best-use analysis. However, this book defers discus
sion of financial feasibility until Chapters 10- 13, since we feel thai it warrants a 
separate study. 

Economic and Demographic Profile of the Neighborhood/Site 

Markets can be delineated in various ways: geographically, by political jurisdiction, 
or by time and distance radii. However, because of time and budget constraints 
we feel that the preferred choice is geographic delineation. A geographically
oriented, areal, economic-demographic data base report can be conveniently 

'Hinds. Dudley. el At Winning a Zoning lNeu, N , McGraw.-Hill. !9791 

BEST AVAILABLE DOCUMENT 
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produced at low cost by using a proprietary, computer-base6, data retrieval sys. 
tem like CACI's We %.luse CACI's Sitelinea and Site ' Potential4- systems to 
demonstrate the type of marketability report that is now available.' 

In 1970 the Census Bureau provided the Census of Populajon Housing 
Summary in computer readable form for the first time. Several organizations were 
formed to process the tapes and make them availabi, to users. 

In the Siteline system 98 key variables were selected. Tey include: 

* Total populanon 
* Population by race, age, and sex 
* Family income 
* Median income 
* Home values and rental prices 
* Major appliances 
* Occupation 
* Units in structure, including mobile homes 
* Automobiles 
* Education 
* Household and family composition 

The system provides a demographic data base covering 63,000 unique aominis
trative or political units. In addition, special comput. programs provide geo
graphic cross-reference files for very small areas, such as block groups, census 
tract districts, and ZIP code Identifiers, thereby enabling users to define areas of 
any size and shpe tequired. To use a program, the user selects asite. A site is a 
physical landmark, ruch as the intersection of two streets, that serves as a refer
ence point around which a number of area boundaries r'sy be geometrically 
defined. The populations of these subareas, called cases, are eq'Jal in sum to the 
total population of the site area CACI enahles the user to define up to 20 possible 
cases in any one computer run. Exhibit 6- 2 illustrates a few of tie ways in which 
a market might be deffned. In addition, wi iser can define - rnarl'et as composed 
of one or mote ol the foiloving (1) th.- entire United 3,i:, (2) states, (3) 
counties, (4) SMSAs. (5) ZIP code disirLt_ in SMSA,' ) .esus traf), or (6) 
minor civil divisions 

CACI pIoVIdes another example o proprietary dato retrieval systerti Vith 
Site Potential' 4 . With this sstem, user-s sinply define a ti odirg are.! of any size 
or shape. The system scaiis the CACI deni.- aphic base f, :htermine the demo
graphic charactenstis of the residents of lhe trading area anO then computes sales 
potential information. Though the Site olurntiall system is most uselul for retail 

'We gialefilly a.ioAhI iy.e fit- co0ileiAton of (eorK Msxrxe. Vce.Pi resrni. C,( I 1815 Fort Myer 
Drwc, AAnSlin VTm , 22209. ui rrakinq this CAUl malrear avaablc 

Scholarly 
' 
orc,n!!, the co. ei m rmbeddd in 'o,Js such as CACI i at, Did E Mie.Ralph 

L Keeney. and Join 0 C LIte. "AMarbel Shate Tneorem, Jounol q MorYriing l eorch, (Miay 
105). pp t30-. 141, "lhorna J Siariky and Murphy A Sewat. "nInrr l'itLs to a PrNohbilisic 
M,.!'-! j P., '' e n ' J, .ri.'oj t , .. (July 197i , . .. 1,ariley and 
S., -It. hfe 'o Mork. -tu.rhleArhin Ar,end pi ,. 'uStngsj (.(', . I- 1,1h.i'e Case 
C0,-in Hyiti'. 1977! 
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EXHIBIT 6-2 Daflning Geographlc Market Boundaries 

-,--hoose an area of 
any size or shape
anywhere Inthe USA. 

Al4 

... Or, any combination of cities, 
townshlps, counties, ADIs, DMAs, 
and SMSAs. 

SOURCE! Courtesy of CACI, Inc., Arlington. Va. 

or commercial investments, the methods andi techniques of analysis are appropri
ate, with modifications, for all kinds of real estate Investments. 

The older, now outmoded, methods of developing such sales potential for an 
area were of only marginal value for smaller tading areas because the procedures 
did not take into account many factors that influence expenditures, such as ethnic-
Ity, occupation, income, larmily size, education, household composition, and re
gional effects. CACI and other computer data retrieval systems, however, analyze 
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the relationship between consumer expenditures and their demographic and s,cloeconomic characteristics. The Site. Polential'3 system can generate both dmarket growth index (MGI) and a market potential index (MPI) for the tradingarea, as well as for each line of merchanise. The market growth Index comparesthe growth rate of total sales potential in the trading areas with the growth rate ofthe economic region inwhich the trading area islocated. This isvery similar to thetechnique of economic base analysis. If the MGI of the trading area is 106, thenthe total sales.potential of the area has grown at a rate that Is 6 percent greaterthan the potential for the economic region. The market potential index comparesweekly per capita sales potential of the trading areas with that of the economicregion inwhich the trading area Islocated. When, for example, the market potenial Index Is 123, the potential of the area Is23 perceiit higher than the averagepotential of the economic region. This information, covering over 74 	 lines ofmerchandise, Is currently organized into 29 standard reports. (See Exhibit 6- 3.)The presentation of the CACI information systems has enabled us to reviewthe nature of economic-demographic 
study of how they art 

data base profiles and provided a brief 
systems of this 

developed and made available. Obviously, proprietarykind ire relevant primarily to commercial and service realestate uses. However, once a neighborhood and site have been selected,such data retrieval systems can provide the demographic and socioeconomiccharacteristics that must be reviewed for any contemplated use within that geo
graphic area.

In addition to site evaluation, such data retrieval services might be used formarket share analysis, customer profiling, and tenant mix decisions, and as an aidin 	 forecasting market absorption and capture rates. The Siteline" reports areavailable by phone, and access to various subsidiary programs such as Site 1113and Site •Potentialr3 isavailable on nine time-sharing networks.Keep in mind that such services do not offer only simple linear projectionsThe projections are controlled by the most recent estimates for census tracts andminor civil subdivisions. Some projections are adapted for information from utilitycompanies, the construction industry, and environmental groups.A major shortcoming of such profiles must also be kept in mind. The projections provided are based on past activities; they are not predictions of what willactually occur. No model can take into consideration changes like the following: 
1. Rapid changes to higher and better land uses as a result of private or
governmental action, such as demolition, highway construction,
construction of public facilities, new industry in the area, conversions from

old to new uses, etc.2. Changes in technology or material shortages that are not yet reflected inconsumption activities like mess transit, energy use, etc.3. 	Rapid changes in consumer buying patterns, such as those brought about 
4. 	

by Kentucky Fried Chicken and MacDonald's.On an individual case basis, such statistics are necessarily silent on the
effects of competitors' plans. 
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Field Survey of the Competition 

This is a survey, by competent professionals, of exusting and planned real estate 

that will compete with the investment under consideration. Before proceeding 

with an acquisition, it is essential for an investor to discover how competitors are 

currently serving the area and how additional competitors are planning to serve It 

in the immediate future. With this informaticn thr investor can refine and improve 

the merchandising plan during the preacquisition stage. It is also possible that an 

investor will find that new construction contemplated is of such quantity and 

quality that interest in the particular site shou;d be abandoned. An investor must 

verify the accuracy of information gained from competitors' representatives. Such 

information can be cross-checked with utility engineers, other building contrac

tors, mortgage ienders, and government agencies. 
The data gathered from an appropriate competitive survey will provide direct 

market comparisons with alternative sites that are being offered to the tenants the 

Investor seeks to captu'e. Competitive data will sharpen the investor's definition of 

customer profiles, potential rents, vacancies, and expenses, and can test the kinds 

of amenity packages that competitors are providing. These critical data will enable 

the investor to test his or her plans against wvhat the market is already providing to 

tenants, and make it possible to identify what lenders have recently approved. 
The following are factors that should be covered in various kinds of competi

tive field surveys.' 

Residential Competitive Survey 

1. 	Map showing location of various competitive projects. 
2. 	 Number of existing or planned units in project. 

3. 	 Unit mix (i.e.. number of bedrooms). 
4. 	 Square feet per uni( (including balconies, patios). 

5. 	 Amenities of unit (carpets, drapes, appliarces, security). 
6. 	 Nature and quality of project amenities (recreational faLi!ities, clubhouse). 

7. 	 Price or rental range (sales price per square foot, expenses per
 

square foot)
 
8. 	 Tenants' lease tenns 
9. 	 Sales and financing terms of recent sales 

10. 	 Vacancy and occupancy rates (stratified by unit mix). 

11. 	 Quality and nature of management and merchandising strategy 
(advertising, models, signs). 

12. 	 Rate of absorption of new or vacanl units in recent months. 

13. 	 Nature of occupants (income. occupation, place of employment). 
14. 	 A judgmental rating of the overall competitiveness of the project on a scale 

from 0 to 10. 
15. 	 Date of field survey. 

' These guiddines ,ere adaiped trorn idezs presenird by John McMahan. Property Development 
(Ne. York McGraw tlI. 19761 A recommended book 
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EXHIBIT 6-3. CACI Standard Market Reports 

Choose any of 29 standard reports. 

Demographic Reports: 16. Department Store 
1. Income Forecast 17. Automotive Aftermarket 
2. Demographic Forecast 18. Home Improvement 
3. Income Update 19. Optical Center 
4. Demographic Update 20. Hair Salon 
5.Demographic Profile 21. Bakery 

6. Demographic Summary 22. Dry Cleaners 
7. Columnar 23. Photo 
8. Comparison 24. Appliances 
9. Growth 25. Ice Cream 
10. Component Area 26. Restaurant 

27. Commercial Bank
Sales Potential Reports: 28. Savings & Loan 
11. Shopping Center 29. Consumer Finance 
12. Grocery 
13. Drug ...or call us it you
14. Apparel have a requirement 
15. Footwear not listed here. 

- . .o . . - , - - -
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Retail/Commercial Competitive Survey 

1. 	 Map showing location of competitive projects (including time and distance 

indicators). 
2. 	 Gross leasable area (GLA) of competitive projects, broken down into major 

categories of goods and services. 

3. Parking index-number of parking stalls or square feet of parking area per 

square loot of GLA. 

4. 	 Sales or rents per GLA, broken down into categories of goods and services. 

5. 	 Identification of major anchor tenants and competitive stores. 

6. 	 An evaluation ol directly competitive users (comments on stores,
 

appearance, personnel, advertising, and promotional techniq ies).
 

7. 	 Opinion of the overall quality of the competitive center. ThiF should be a 

consideration of merchants' assocation, maintenance, shopping 
atmosphere, etc 

8. 	 An analysis of the area surrounding the center (presence of buffers, nearby 
uses, tansportation, type and quality of nearby uses, growth trends). A 
rating scale of 0- 10 should be used. 

9. 	 Date of field survey. 

0]. ce Competitive Survey 

1. 	Map showing location of competitive office buildings; the name of the office 
activity nodes where office uses cluster in the SMSA. 

2. 	 Gross building area, net rentable area, net rented area, net occupied area 
of competitive buildings. 

3. 	 Schedule of rents per square foot, broken down by tenant and floor
 
location of tenant categories.
 

4. 	 Minimum lease duration. 
5. 	 Items normally included in tenant finish allowance (partitions, utility outlets. 

lighting, carpets, drapes). 
6. 	 Lease terms (building services included in base rent, escalation clauses.
 

maintenance duties, risk of loss in the event of casualty).
 
7. 	Parking (provided, bow, monthly charge). 
8. 	 Other building amenities (function rooms, restaurants). 
9. 	 General profile of major and minor tenants. 

10. 	 An evaluation of the overall competitiveness of the project (maintenance
 

and management, appearance, locational advantages/disadvantages). A
 

rating scale of 0- 10 should be used, 

11. 	 Date of survey. 

Industrial Land Use Competitive Survey 

1. 	 Map showing location of competitive projects 

2. 	 Accessibility to various transportation modes (air, highway, rail, public 
transit), with time. distance, and frequency indicators 

,1-iI 
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3. 	 Nature, quality, adequacy of various utilities (capacity, limits on ut. ation, 

surcharges, tap-in charges). 
4. 	 Development controls imposed. 
5. 	 Altemative site developments permitted (build-to-suit, general purpose
 

only, saleAeaseback).
 
6. 	 Aaeage sold or rented to date, with annual absorption rate. 
7. 	 Acreage vacant or remaining to be sold or rented. 
8. 	 Profile of major and minor occupant firms. 
9. 	 Price or rental terms, per square foot, for various uses. 

10. 	 Lease terms (duration, escalation clauses, risk of loss in the event of 

casualty, renewal options). 
11. 	 Project amenities provided by owner (landscaping, street maintenance, 

snow removal, lighting, conference lacilities' recreational facilities,
 

restaurants).
 
12. 	 An evaluation of the overall relative competitiveness of the project. A rating 

scale of 0- 10 should be used. 
13. 	 Date of survey. 

The material listed here is schematic in nature and lacks detail. In Part IV we 

provide detailed definitions of man" of the technical terms plus grea;',r detail on 

the techniques of competitive analysis. 
Sound marketability analysis requires the development of a logical mechan

dising plan early in the prepianning stage. A better competitive survey will result if 

the marketing strategy and management plan have been developed, at least on a 

preliminary I asis, for the contemplated site use. This will lead to greaier accuracy 

in the market absorption and capture rate analyses. 

Marketing Strategy and Management Plan 

Each of these terms covers a separate, but essential, management function. 

Marketing Strategy Marketing strategy is defired as the investor's policy 

concerning the merchandising of the property Th:i policy isdesigned to achieve 

or maintain an adequate level of occupancy within acceptable market absorption 
rates, and to produce a minimum rate of rettim at an acceptable level of risk 

Although this definition differs from many, it isour belief that investment strategy. 

marketing strategy, property management, ard so forth are all parts of acontinu
ous process directed toward the goal of maximizing returns relative to risks. The 
functions should not be separated. 

The original market study identified marKet irras in an SMSA where possible 
investment opportunities could be found. Once the sile has been targeted for the 
contemplated use, a merchandising program must be devised to exploit the op

portunity at the sit,: 
A merchandising program varies with the neighborhood/site, the nature of 

the location, the degree and nature ol the competition, special advantages or 
disadvantages of the subject site, and the investor's evaluation of the effectiveness 
of other merchandising programs Although a market analyst issometimes asked 

'(- ] ( 
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to develop the merchandising program, generally the investor devises the plan 
with the assistance of a qualified property manager and/or real estate broker. 

In order to develop a merchandising plan, the characteristics and preferences 
of the target market must be described as precisely, simply, and definitively as 
possible. For example, the target market for an industrial park may be small 
business firms, young or mature, that require acombination of office space and/or 
warehousing, nonpolluting manufacturing, or a laboratory. An apartment building. 
might be aimed toward singles and empty-nesters eaming $20,000 or more who 
are interested insecurity, limited health facilities, and close i.r'ximity to hospitals 
and shopping. The target market for a boutique shopping center may be de
scribed As young executives and older couples with high disposable income who 
are interested in gourmet foods, art objects, high-fashion clothes, and other spe
cialty Items. 

Definition of the target market early In the preacquisition stage forces the 
Investor to asce..in whether or not the market currently exists in the targeted 
SMSA market .Clear characterization serves another valuable function in that 
it requires the investor to formulate a merchandising plan that is consistent with 
the needs and resources of the target market. When purchasing an existing project 
with apparently adequate gross rents, this exercise is quite useful as a way of 
evaluating the representations made by the seller regarding the occupation, in
come, and the like of the users. 

Although we cannot fully develop ageneral model of a merchandising plan 
here, we will note various decision points that are important in evaluating and 
estimating market absorption and capture rates, given the merchandising plan. 

1. 	Once the typical space user has been defined, ashopping service might be 
engaged to compare the target with its competition. 

2. 	 Having considered the comparative advantages and disadvantages of the 
targeted use, one might consider what design, repairs, or improvements 
might be necessary This could require amendment of the capital budget or 
renegotiation with the seller. 

3. 	 Every real estate project tends to develop an image in the marketplace,
 
even if it is so desirable that it is rented by word of mouth. Generally,
 
however, it iz necessary to promote a project in order to maintain high
 
occupancy levels throughout the building cycle.
 

4. 	 Careful attention should aso be given to the signage program, to the way
 
prospective user traffic wi:l be handled, how sales models will be shown,
 
and to the salesAease closing rooms.
 

The Management Plan A management plan isdefined as the tactical system 
that implements investment, marketing, and merchandising strategy in accor
dance with the investor's philosophy. It is the Investor's supervisory control system 
over the property manager. 

In Chapter 16 there is a detailed discussion of the property management 
function. Here we simply list the functions of the propery manager, who acts as 
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an agent of the owner. In general, the supervisory control system requires the 
property manager to provide the following: 

1. Space use planning to meet user preferences
2. Market promotion policies, mierchandising, tenant selection 
3. The maintenance and replacement policy4. Policies for control of major construction and contractors 
5. Accounting policies and control of reserves 
6. Management policies for operation of the property 

The Investor separates management of the property from investment management, which is concerned with acquisition, investment, and market analysis;nsk/retum evaluation; financing and refinancing; tax planning;, and disposal, orterminating the property interest. Although the investor may use an independentproperty manager to manage the property, control of the investment function 
should be retained. 

The Market Absorption and Capture Rates 

The Market Absorption R.ate This isthe rate at which the market Iscapable ofusing space for aspccified use. Sometimes the market absorption rate Isstated asa percentage, but often itmore is given as the ratio of the number of unitsabsorbed over the time it will take to absorb them into the markeL Since realestate Is relatively inelastic in the short run, it is quite possible that a marketabsorption rate of 100 units per month could result in aqueue of eager customers

until new units were built and brought on the market to satisfy the demand. For
example, at 100 units per moriih the absorption rate for 1200 units for the entire
 year (including both new and previously sold units coming back onto the market)
would be 8.5 perc,"nt. But to say that the absorption rate is 100 units per month or
1200 units per year iFnot 
enough. To be practical, the market absorption rateshould be related to bo:h demand and supply. In addition to knowing the standing
inventory for any given penod, one needs to know how many units are expected
to come onto the market during the same period.

A marketability analysis should provide absorption rates for stratified marketsinsmall geographic areas, and should do so with a low rate of error. Because userscan exercise a wide choice as to location-which isloosely defined as time anddistance from home to work-the market absorption rate for, say, aparlmentspace for an entire SMSA can be forecast with more accuracy than the effectivedemand for apartment space within a small geographic area. Under such conditions the usefulness of a proprietary type of demographic/economic data baseprofile for small areas is apparent, since it provides the means for matchingestimales of absorption rates with historical trend comparisons. Since the estirnahon of market absorption rates is more an exercise in human judgment than anobjective process of quantification, the investor should forecast data under: op
timistic, most likely, and pessimistic conditions. 
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Capture Rates A capture rate is an estimation of market share. An existing 

capture rate is the percentage of the total potential market that is currently re

tained by existing competition. A potential capture rate is the percentage of the 

total potential market represented by an excess of demand over supply. To the 

extent that the existing capture rate is less than the total demand for space, there 

exists an opportunity for the development of a real estate product to serve the 

need. 
Existing capture rates can be determined by comparing the total potential for 

the market area with the total number of existing units for the specified type of 
activity. An existing capture rate of less than 100 percent in retail sales, for exam

pie, Indicates that consumers are taveling outside the local market to acquire the 

necessary goods or service. This leakage can be captured by an attractive local 

retail source. Using the summation estimating technIque, the marketability analy
sis would first establish the potential of dollar expenditures for the particular use 

that would be originated in the market area. To estimate a reasonable market 

share for an existing site, one would allocate the appropriate share of potential 

dollars expenditures among the existing and pla,'ned competitive uses. The bal

ance, divided by the site's revenue units (e.g., apartment units or gross leasable 

area of retail space), will provide an estimate of the reasonableness of achieving 
this level of market share. 

A variation of this technique uses information produced by the field survey of 

the competition. Having identified the number of competing facilities within the 

market area, one proceeds to estimate the share of the market that the target site 

and the competitors have captured and/or are expected to capture in the case of 

new facilities. This is a judgmental estimation; it takes into account competitive 

locational advantage, attracbveness of facilities, and the like. At this point the 

capture rates can be multiplied by the expenditure for this type of consumption 

activity to provide an estimate of the sales that could be captured in this market 

area. When compared with estimates produced by the competitive survey, this 
acts as a check on the reasondbleness of estimates. 

In the ca:.e of a planned facility, the best available means of estimating a 

capture rate is to conduct primary behavioral research to supplement information 

on consumer expenditure patterns arising out of the data base profile. This is 

accomplished through personal interviews, phone interviews, or mail question

naires. Attitudinal surveys of this ! ,ndare fraught with the possibility of error when 

conducted by amateurs. Such surveys probably should be done by a market 

research analyst because of the special skills required. A crude measure of the 
potential demand for the contemplated use can be provided by an enumeration of 

how the respondents would want to use the facility. With a scientific sample, It is 

possible that an adjusted capture rate can be derived for the total projected 

population during the rent-up or sell-off peirod. Cerainly such projections should 
be judgmentally adjusted for the effects of competitive changes. One should also 

keep in mind that consumer surveys are an expression of wishes and desires; they 

are not measures of actual demand for the real estate product. 
Unfortunately, formal methods for the determination of capture rates have 

yet to be developed Therefore, the investor should use more than one of the 

7-19 



6/MARKETABILITY ANALYSIS 

methods indicated here. In addition, a range of capture rates should be estimated 
so that the reasonableness of the estimates can be assessed more effectively. 

Revenue and Expense Forecasts 

For existing properties the conclusion of a marketability analysis isa forecast oi (1) 
gross possible rent income and (2) vacancy rates for each year over the ex
pected holding period of the investment. Risk istaken into account by projecting
data for alternative economic scenarios, defined above as optimistic, most likely,
and pessimistic conditions. These data outputs from the marketability study will be 
used as input to the investor's return and risk analysis. We noted previously that 
some investors also seek additional information from a marketability analysis:
estimates of future property value, and expected range of operating expenses (as
inferred from the study of comparable properties). Estimating property value isan 
especially crucial issue in investment analysis and isaddressed more thoroughly in 
Chapter 7. 

SUMMARY 

A marketability analysis is a micromarket study of the specific site being inves
gated for possible investment. Generally, marketability analysis requires the ser
vices of people who have technical qualifications beyond those of the typical 
equity investor. 

The components of a marketability analysis include definition of the boun
daries of the neighborhood, neighborhood analysis, site analysis, survey of the 
competition, development of a preliminary marketing strategy and management
plan, identification and estimation of the market absorption and capture rates, and 
revenue and expense forecasts. 

A careful, subjective analysis of the highest and best use of capital at the site 
must be made. To carry out such an analysis the investor can use proprietary data 
retrieval computer seivces that generate economic-demographic trends for a 
chosen site. While such data are essential, the dynamics of the urban environment 
are such that field surveys are also an essential part of a marketability analysis.
Competitive surveys should be tailore to the type of site use contemplated and 
must discover not only existing but also planned competition. Because competi
tive surveys generate comparative data, the investor should develop a preliminary
marketing strategy and management plan so that decisions can be made about 
how the site will be used. 

Though the techniques for estimating market absorption and capture rates 
are still crude, the investor should press the analyst for such data for the specific
submarket. Capture rates should be stratified by user profile and limited to appro
priate time and distance radii. 

In conclusion, a rea! estate marketability analysis estimates the amount of a 
specific real estate use that will be needed by the localized market within the 
forecast period. Much judgment enters into the making of marketability analyses
because the techniques, concepts, and applications are not yet well developed,
and because they deal with the uncertain future. 
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Market Study + Financial Analysis 
- Feasibility Report 

John B. Bailey 
Peter E Spies 
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Introduction 
When property owne:s (corporate, institutional, financial, or Individual) 

perceive a need for real estate consulting services, they generally believe an appraisal will 

help solve myriad problems. The word "appraisal" is universally undcrstood, and ob
taining an independent estimate of property value is considered a logical foundation in 

making important real estatc-rclatcd decisions. In many instances, an appraisal serves a5 

an invaluable contribution in the decision-making process associated with a real prop. 
erty asset, but in other casCs an appraisal (in the classical sense) is unresponsive to a cli

ent's needs. Unfortunately. manN' propcrty owners are oriented towards seeking ap

praisals when they actually need other consuhing services 
The result of an "appraisal" is the single, "magic" number sometimes defined as the 

highest price in terms of money that aproperty will bring if exposed for sale in the open 
market, allowing a reasonahle time to find a purchaser who buys with knowledge of all 

the uses to which it may be adapted and for which it is capable of being used. There are 
other variations of that definition, hut they all boil down to the single figure called 
""price" at which achange of ownership would be justified, with neither buyer nor seller 
acting under undue compulsion. It is an idealized market situation presuming a prudent 

buyer and a prudent seller, both fully and equally informed. 
A feasibilit' study is an analysis aimed at discovrring whether or not a specific project 

or program can be carried out successfull %-withsuccess usually implying a sufficient re
turn on capital required to attract investors to carry out the development. In other 
words, feasible means sufficiently profitable for somebody to want to do it and feasibility 
study means an analysis to estimate whether or not it's going to be profitable. But how 

does that differ from an appraisal? Isn't a good appraisal a feasibility study? It can bc, but 
the two are not synonymous. 

SOURCE: Reprinted from The Appraisal Journal(October1977): 550.557. e 1977 by the American Institute 
of Real Estate Appraisers ot the NATIONAL ASSOCIATION OF REALTORSO. 
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How To Differentiate an Appraisal From a Feasibility Study 
Several differences distinguish an appraLsal from a feasibility study. First

the appraiser by definition must look at a project from the standpoint of a typical prudentbuyer or prudent seller. In a feasibility study, the consultant looks at a project from thestandpoint of the specific client or such other point of view as the client would like as.sumcd. If we appraise a project, we will give an opinion of what a typical buyer will payfor it. If we do a 'easibility study, we will tell the client What we think the project is worth 
to potential investors. 

Second, an appraisal is a specific estimate of how the market values a property as of acertain date. It usually does not embody a recommendation for action, which is essentially a function of the consultant rather than the appraiser. A feasibility study normally
should go beyond determining profitability and ad'. isc nc client on actions he or shemight take to maximize profitability over the long term. A property can be appraised at any point In its life span, but a feasibility study is needed only when something's happen.ing-new construction, changing use, renovation, remodeling, and so on.

Furthermore, an appraisal will estimate land value and hypotheticll proper costs lessfunctional and economic obsolescence, while a feasibility study is more concerned withland cost and actual improv:,:,ent costs, proper or improper, functional or not. TI-equestion is what the real dollkr in''simcnt is, not what the investment should be or 
should have been. 

Basically, the consultant should be more responsive to the client's needs than the appraiser, who is ethically bound to a more static role as a measurer of the nurket rather
than the dynamic role of adviser and counselor. 

To illustrate the basic components and analytic techniques of a feasibility study, weshall review an actual case study. A high-rise residential condominium development isused for demonstration purposes, but the techniques (with modest adjustments) can beapplied in conducting a fcasibility study involving most property uses.
A feasibility study requires two basic and interdependent analyses, including both amarket study and a review of relevant financial considerations. The following pages willaddress the two major considerations separately. First, a market study will be carefullydefined and illustrated. Next, the steps associated with the financial analysis will be explored. Finally, we shall summarize the basic ingredients inherent in a feasibility study. 

Market Research 

Market research can provide necessary oricnation when entry into a newmarket is under consideration. It can update information on areas in which one is currently working or provide direction in a land use study of a specific site. The contemplated use of the site can be residential, industrial, office, commercial, or a combination
of the above in an integrated planned unit development. The market analyst can be askedto determinc the highest and best use of the site, in which case both a land use and market
study are requited, or the use of the site may be predetermined. In the case study we shaU
examine, the site is intended for multi-family residential units under condominium own
ership. 

Residential Case Study 

Residential market research consisLs of the following genera-l steps: 1)defiriftlon of the market area, 2) analysis of housing demand factors, 3) analysis of housingsupply factors, 4) analysis of the physical and locational aspects of the site if a specificproperty has been designated, and 5) marketing recommendations with reference to the
specifie site, including type of development, size of units and unit mix, price levels,aM ;ly package and product features, and an absorption schedule. The emphasis of themarket research program, however, will differ depending on the proposed use of the site 
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under investigation and on factors peculiar to the area under analysis. The depth and 
scope of market analysis should be tailored to each individual situation. Any statistics 
mentioned should be cited in the context of how they relate 'o the property under con
sideration. 

Definition ofthe Market Area 

The first step in analyzing housing demand or supply is to definc the pri
mary housing market area. This is the area of primary draw of potential purchasers to a 
site. The general parameters for determining the primary market area arc that it usually 
lies within a five- to ten-mile radius of the site and that it is usually based on municipal 
boundaries to make data aggregation possible. The primary housing market area be
comes the basis for competitive housing analysis and for general impact analysis. For 
purposes of demographic analysis, our fictional market area in the case study has been 
defined as Central City and the two adjacent suburban areas of Gardenville and Sands 
Point, as noted on the area map (figure 23. 1). The subject site is located in an exclusive 
residential area of Central City, somewhat similar to Boston's Beacon Hill, New Ynrk's 
Upper East Side, Philadelphia's Society lill, or Washington, D.C.'s Georgetown. Essen
tially, the prime market isexpected to be drawn from those households who either live in 
Central City, or work in Central City and live in Gardcnville or Sands Point. 

HousingDemand Factors 

The second step in residential market research isto analyze the housing de
mand factors. When aspecific site has been located, as in the case study, the housing mar
ket analyst can relate the demand of the area to the specific site and proposed use. These 
housing demand factors include astudy of the current economic and demographic back
ground of the primary housing market area, analysis of four specific demand indicators, 
and a projection of housing market demand. 

Economic and Demographic Components of Demand 

The study of the economic and demographic background of the primary 
houing market area indicates if the market is growing and can support development. 
This encompasses a population analysis including projections, past trends of total popu
lation, age distributions and migration patterns, and ahousehold analysis including pro
jections, history, size, tentre, and age distributions. It also includes a study of employ
ment opportunities, with emphasis on the strength and diversity of the employment base 
and future expectations, as well as an analysis of the income distribution among various 
groupings in the market area Any other factors peculiar to the area under analysis also 
should be cited. 

The four specific indicators of housing demand that should be analyzed include I) the 
year househul!d5 iii dhc i.-kct ares moved into thcir preetnt housing. 2, %iranr"rates of 
housing in the market area, 3)the absorption rate of competitive units currently availa
ble, and 4) the financing practices of local lenders. 

The projection of housing marke:t demand will show total demand for new and exist
ing housing units throughout the forecast period and also can be allocated to type and 
price of unit. Specific projections of housing demand should be made only if the pro
posed number of units to be built represents a significant share of the total housing mar
ket or if evidence of housing demand (based on past trends) shows a particularly weak 
market. In this case study it is not necessary to project housing market demand, because 
th: total number of proposed units issmall (about 200) and preliminary analysis indicates 
an exceptionally strong housing market. 

Analysis of Demand In Primary Housing Market Area. To analyze 
housing market demand in the case study, we first looked at the economic and demo
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Figure 23.1. Location Map for Comparables 
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graphic background of the primary housing market area. We focused on determining the 

size of the potential market of high-income, small-sized households inthe city proper as 

well as those in the more affluent surrounding suburbs that could be attracted to a multi

family residential development on the subject site. 

learned that there were 491,603 households in the total market
From census data we 

Using the 
area in 1970. We then looked at the income characteristics of these households 

we estimated that households
normal relationship between income and house value, 

earning S20,000 or more could afford the condominium units provided in the subject de-

We also have included data for the number of households earning between 
velopment. 

19'0 to reflect the rapidly rising incomes during recent years, 
$15,000 and S2Q000 in 


which should now cause the households to be in the $20,000 category. We found that i)
 

$15 000, 2) 114,600 households
 
208,500 households (42%) have annual incomes over 


520,000, and 3) 66,300 households (14 %) have annual

(23 %) have annual incomes over 


that there are more than 200,000 households in the
 
incomes over S25,000. This means 


market area that are within the income range that can afford to buy one of the 200 units
 

on the subject site.
 
We also wanted to deter.


Income Characteristics of Neighborhood. 

mine the income characteristics of the neighborhood in which the subject property is lo

income in 1970 was $31,800, or three times the 
cated. The average annual household 


This indicated that the area is a highly desir
average income for Central City as a whole 

able section of the city, and that luxury housing units would be compatible with the 

neighborhood.
 

Household Size Characteristics. Household size data from the 1970
 

census were analyzed to determine the size of the high-income, small-sized household
of all house

the prime market for urban mid-rise residential units. As of 1970, 66.4% 

holds in the market area contained three persons or less. We have found in similar studies 

that focusing on the one- to three-person household size reduces the market potential bec

of the previously outlined figures describing households by in
tween 45,. and 50% 

come. Thus, the size of the high-income, small-sized household in the designated market 

100,000 one- to three-person households with annual incomes 
area is estimated to be I) 

over $15.000, 2) 55,000 one- to three-person households with annual incomes over 

to three-person households with annual incomes over 
S20.000. and 3) 30,000 one-


S25,000.
 
In conclusion, we have identified 100,000 households that are potential customers for 

the 200 units on the subject site. In technical terms, the capture rate of the subject prop

(200 units - 100,000 = .2%) of the designated households in the 
erty would be 0.2 


market area.
 
The age mix for those

Age NILx of Households By Income Category. 
as shown in table 23. 1,is sum

households in the market area earning more than $15.000, 

marized as follows:
 
7% earn $15,000 or more
Under 30 

37% earn S15,000 or more30-44 

45-64 
 51% earn S15,000 or more 

65 and over 5% earn 515,000 or more 

includes data for all-size households and does not apply only to one- to 
Table 23.1 

much higher percentage of the smaller-sized house
three-person households. Because a 

holds traditionally fall within the 45 to 64 age grouping, we tend to place more emphasis 

on the market demand from these high-income households than from other age group

ings. In other words, many high-income households with heods in their 30s have school

the households shrink in size suffi
age children, and not until they are in their 40s do 

ciently to be attracted to an urban mid-rise residential development. These data tend to 

to be those high
confirm that the largest segment of the potential market is expected 

income households of three persons or less. headed by people in their 40s and 50s 
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Table 23.1. Age Groupings of Households with More Than $15,000 Incomes In Market Area, 
1970 

Total Market AreaHusband-Wife Total Owner RenterFamilies Number % Number % Number %* 

Under 30 years oldI15,000-S 34.999 12,450 4,085 8.365125,000 or more 1.322 560 762TotalS15.000 + 13.772 ( 79) 4,645 (3%) 9,127 (19%) 
3044 years old
 

S15,000-S24.999 
 55,838 40,8401 2 14,9985,000 or more 16, 13468743 
Total S15.000 + 72,049 (37%) 54,308 ( 37%) 17.741 ( 36%) 

45-64 years old 
S15.000- 524,999 58,303 45,559 12,744S25.000 or more 41,485 35.079 6,406

Total S15,000 + 99,788 (51%) 80,638 ( 55%) 19,150 ( 39%) 
65 years and over

I15,000.-24,999 6,477 4,565 1.912£25,000 or more 4,079 3,053 1,025
TotalS15,000 + 10.5% ( 5%) 7,618 ( 5%) 2.938 ( 6%) 

All ages 
S15,00G-524,999 133.068 
$2 95,049 38.0195,000 or more 63,097 52.160 10.937Total $15,000 + 196,165 (100%) 147,209 (100%) 48.956 (100%) 

a Figures in pircnlhcsts arc the Irccntagc of ill agc h-uwsholdi 

Year Households Moved into Present flousing. In an attempt to determine the type of housing the desired households currently are occupying, we reviewed market area census data pertaining to the year in which households moved intotheir housing, as shown in table 23.2 Even though we found that much publicity hasbeen given to the transient nature of families in the market area, the data in table 23.2indicate that a fairly high percentage of households (particularly owner-occupied)moved intb their existing housing in the early 1950s and 1960s. This would be particularly true for those households whose heads are between 45 and 65 years of age. Mostyounger households with heads between 30 and 45 years of age, 
as one might expect,
moved into their present housing during the early and mid-1960s. The significance ofthese data to our analysis is that a large number of potential buyers are living in housingthat was built 15 to 25 years ago and probably has design and functional deficiencies.Some of these families can he expected to move into new units, such as the proposedmid-rise in Central City, that will provide the types of design and amenities that may notbe available to them in their present housing. 

Vacancy Rates. Another factor hat indicates strong housing demand islow vacancy rates. As seen in table 23-3, the overall vacancy factor in the metropolitanarea was 1.8% as of early 1972. Such a low rate is a strong indication of the need for additional housing units because a normal vacancy rate should approach 5%. In the subjectneighborhood the vacancy rate for both apartmen:s and residences was even lower, at0.4 %, which Ls further support of the strong housing demand and indicates additional 
housing units could be absorbed readily. 
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Year Moved Into Unit by Tenure of Houahold In Market AreaTable 23.2. 

Total Occupied Owner Occupied Renter Occupied 

48,107 (12%) 196.279 (41%)
1969.1970 244,386(27%) 

1965-1968 323,745 (36%) 
 123,123 (30%) 200.622 (41%) 

48.651 (10%)1960.1964 139,940 (16%) 91,289 (22%) 
27,907( 6%)

1950-1959 128,366(14%) 100,459 (24%) 


Before 1950 62,059( 7%) 50.567(12%) 11,492( 2%)
 

Sourc" US Centui t fluuslng. 1970 

Table 23.3. Vacancy Rates ofHousing In Market Area, December'January 1972 

Total Units Re.' ences Apartments 

1.9% 3.3%Subject city 2.7% 
0.4 %Subject neighborhood 04% 0.4 % 

Metropolitan survey area 1.8% 1.2% 2.6, 

Source: IUD Poutal '.%tcncySurvey,May t. 1972 

-aTable 23.4. Absorption Rate (Pace) per Month ofCondominiums In Market A. 

Total No. Absorption Rate Date of Sales 
Openingof Units Per MonthProject 

CENTRAL CITY 
Hazy Bottom 51 4 May 1973 

124 5 November 1971Dcerhall East 
161 49 unitssold- February 1973-TenantsPark Towers" 

absorption rate May 1973-Public 
not established 

265 25-30 December 1972-Tenants4600 Sound treet" 
March 1973-Public 

32 4 January 1973Breakwater' 

Capitol Houses' 269 Iq January 1973
 

138 Tcnan hought August 6, 1973Tle Briar' 

108 unts
 

108 All units sold -Tide Harbor North 

SANDS POINT
 
255 77 May 19. 1973
The Olympic Tower 

10 Janu2ry 1973
Spot One 300 

(trailcr only) 

Skyway Plaza North-468 468 (10 days) June 1972
 

South-472 472 (3weeks) August 1972
 
December 1972
152 12 


Point
 
Thomwood of Sands 

September 1972Highrise Villas 252 ls 


The States 459 
 36 January 1973 

GARDENVILLE
 
2 September 1972
The Crest 67 

28 Winter 1972Candelite Village 394 

4 February 1973
The Mews 36 


February 1972
Blakely House 289 15 
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Rc.dings in MArkcr Research forReal -itage 

Absorption Rates of Competitive Units. The high absorption rate ofcondominiums currently on the market is a further indication of strong housing demand.Table 23.4 details absorption rates of the individual new projects we surveyed. The rangeis from a low of four units per month to a high of 468 units pcr month. The two mostexpensive projects have experienced low absorption rates of four to five units 2 month.In addition, we found that most condominiums arc being sold from modCl apartmentsbefore the structures are built and, in certain cases, are even being sold, without models,from saCs offices located in trailers.
Other Factors Affecting Housing Demand. A sewer moratorium ineffect since 1970 in Gardenville, coupled with a decline in issuance of sewer permits inSands Point, coiitributes to the tight housing market in the metropol;tan area by reducingthe supply of available units. The net effect should be increased dcmand for new multi.family residential units in Central City itself, where sewer permits still arc availablc.In summary, the data analyzed to assess housing dcnand indicate that the demand forcondominium units in the designated market area is generally very strong. Approxi.mately 100,000 households are potential customers for the 200 units on the subject site. 

Housing Supply Factors 
The third step in residential market research is to analyze the housing sup.ply factors. The housing mar!et analyst must study the housing supply in the primaryhousing market area and relate it to the proposed use of the specific site. These housingsupply factors include an analysis of 1)building permit authorizations, 2) resale housingmarket price levels, 3) competitive housing developments, including those in the plan.ning stages, and 4) an inventory of available vacant land for residential units.Housing growh patterns define the current housing situation and give an indication ofshort-term growth direction. These growth patterns can be analyzed by reviewing thehistorical trend of building permit authorizations; this indicates the magnitude of annual

construction.
Resale housing market analysis is a further indicator of the strength of the market. Thiscan be done by reviewing deed transfers and interviewing brokers. The results canshown in terms of price, location, and volume. 

be 
A detailed competitive analysis of existing residential projects in the primary housingmarket area helps to qualify market depth and show areas that may be overbuilt or unde.rbuilt. This usually entails a visit to individual projects to determine the detailed charac.teristics of the competition, including U~nit types, price, size, financing, maintenance, andvalue ratio. Comparative data must be assembled and evaluated concerning annual absorption, best-selling units, and tihC amenity package and product features offered ineach project. This shows which items are necessary to any' residential development andwhich are optional. Recommendations about the amenity package and product featuresthat result from this study,could give a developer a marketing advantage.It is useful to otain information on residential projects currently in the planning stage,including their status, size, and probable market-entry timing. These projects on thedrawing boards probably will be directly co",petitive with the future development being
analyzed; they are good indicators of the direction of growth.
In addition, an inventory of other vacant land in the market area is useful to determine
the availability of competing sites on which future residentiat projects could be built.
This should include land value in terms of price per unit. 

Housing Supply Factors In a Residential Case Study 
To analyze housing supply factors in the case study we first analyzed building permit authorizations, which showed a steady annuai increase over the last 10 years.We then compiled a list of asking prices for resale single-family townhouses in the neighborhood of the subject property. 

1/
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Resale Hlousing. The ncigliborhood is primarily residential in charactcr2nd dominated by older three- to four-story townhouses. We felt that the marketabilityof residential multi-family units on the subject site would be influenced by the marketvalues attainable for nearby attached townhouscs. We studied these market values bynoting the range of asking prices for resale towohouses as reported by local real estatebrokers. Townhouses in the vicinity range from 160,000 to 5335,000, with the grcat.:rnumber priced around S100,000. Based on thesc market data, the recommended condominium units should be priced well below S100,000 so that they do not compete d~rectlywith these resale townhouses. 

Table 23.5. Condom!nium Project Summary 

Project and Location Total 
Units Sq. Ft. Price Price 

PSF 
OrangewoodCentral City 
Deerhall East 

Central City
Hazy BottomCentral City 
4600 Sound Street" 

'reakwaterCentral CityCondominium 

Apts., Central CityPark Towers' 

Central City 
The Briar'Central City
Park Houses" 

Central CityTide Harbor North' 

Central CityThomwood of Sands Point 
Sands PointThe Olympic Pla-za 
Sands PointSpot One 

HighriseSands PointVillas 

SkywaySands TowerPoint 

Sands PointThe States 

Sands PointBlakely House 

Gaxdenville 

-

124 

51 

265 

32 

161 

138 

269 

108 

152 

255 

300 

252 

940 

459 

289 

904-1563 
837-2656 

1606-2450 

556-1227 

842-1044 

981-2963 

1350-1900 

946-1481 

97a 

946-1900 

810.1370 

900-1493 

940-3940 

992.1842 

585-1291 

? -1674 

£ S4,000145,000 56793' 
56,000-174,000 64-68 

13,000-169,06 7 
68.70 

23,800- 48.000 37.42 

32,000. 43,000 38-42 

45.000-160,000 41.54 

48000- 78,000 
364I' 

42.000. 55,000 36-48 

55,000- 60.000 61 

33,000- 75,000 35-40 

30.000. 55,000 37-39 

32.000. 60.000 34-44 

4 1.000 t123,000 39.44 

34,000. 59,000 32-4 

35.000- 67.000 51-60 

32.000- 86,000 41-46" 

adheMewsGardcr vill e 
Candelite Village 

Gardenvillc 

36 

394 
1560-1990 

1360-2185 
85.000- 99.000 
50.000-100,000 

50.575 -5 

30-46 

The Crest 
Gardenville 

67 2400 85000- 95000 
3540 

- Convernion 
i.Askingpriceon Ielectd units 
b SeIccted units only 
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Competitive Housing Developments. A list of 23 condominium de.velopmenms completed or under construction in (he market area was compiled from local real e-sttc brokers and lawyers, housing specialists, builders, and advertisemcnts inthe local newspaper. among other sources. We prsonally inspected 211of these projectsand summarized much of our data in tahular form. Each project listed in table 23.5 also is 
loc2tcd on the area map (figure 23. 1)

Of the 23 comparabc projects, 13 arc lOCatcd in Central City, four in GardenvillC, and
six in Sands Point. The projects range from 32 to 459 units; the units range from 556square feet to 3,040 square feet; the salcs prices range from $23,800 to S174,000; and theprices range from $32 per square foot to $93 per squarc foot. We analyzcd the 23 compa.
rabies to try to determinc which ones would be most competitive with units on the sub. 
ject site. 

Eight of the projects in Central City are older rental buildings that are being convertedto condominiums. We do not consider them to be directly comparable to what is envisioned for the subject site. Four new projects in Gardcrville and Sands Point are town.house or garden aprt.ment.type condominiums and have more suburba.-oriented loca
tions. They are not directly competitive, either.

The eight most comparable condominium developments are found in table 23.6. Theyare two projects in Central City; five in Sands Point, and one in Gardenville. All of these
projects are currently under construction. We have compared the prices and square foot.age area for the full range of units in these comparable properties, as seen in table 23.6.For the two well located luxury projects in Central City, the price per square foot rangesfrom S65 to S75; for the six projects in more outlying locations, the range is from S32 to
$46 per square foot. This dichotomy by the type of unit is summarized as follows: 

Sales Price per Sq. Ft. ol Comparable CondominiumsLocation 1 Br. 1 BrJden 2 Br. 2 BrJden 3 Br. 
Central City $65.70 $70 $66-70 565-69 566Suburban 35-44 34-41 33-43 32.46 3143 

Recommended Pricing of Subject Housing Units. We b ieve thatthere is a gap in the market for the new condominium units in Central Cit. priced be.tween $50 and 560 per square foot, or roughly between $55,000 and S85,000. The pricerange for condominium units on the subject site should be established above the level received for the condominiums in the more outlying locations and below the level received for the more luxurious, centrally located projects of Hazy Bottom and Decerhall
East. The subject units would he properly priced in the $55 (o S60 per square foot price 
range. 

Absorption Rates of Competitive Units. As previously seen in table23.4, the absorption rates of the comparable condominiums ranged from 4 to 472 units 
per month, with large-scale developments typically ranging from 15 to 20 units monthly.The absorption rate for the subject units is expected to fall within this 15 to 20 units permonth range, presuming that a temporary building is put up with model apartments to

facilitate advance sales.
 

Amenities in Competitive Units. Amenities typically offered in thecomparable condominiums surveyed include a swimming pool, exercise facilities andsauna, security guards, 24-hour switchboard service, community room, individual storage areas, and convenience shops. Only those projects in more suburban areas have suffi
cient land for tennis courts, putting greens, and paddle tennis. Unit featu,"s typically offered include balconies, individually controlled heating and air conditioning, marblebaths and entrance foyers, parquet floors and/or carpeting, walk-in closets, eat-inkitchens or breakfast rooms, washer.dryer located in separate pantry, dishwasher, dis. 
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posa], trash compactor, no-frost double-door refrigerator, self-cleaning double oven, and 
wood kitchen cabinets. 

Competitive Devlopments in the Planning Stage. To analyzc hous. 

ing supply thoroughly,we also have compiled a Pst of three condominium projects in the 
planning stage, all of which are in Sands Point. They will have a price per squarc foot 
range of approximatCly S50 to 560. Furthermore, twO additional buildings are planned 
for the Deerhall E.t condominium project in Central City; the next building is two to 
two-and-one-half years off. Two additional condominium high rises arc planned for the 
Thornwood of Sands Point project. 

We thus have identified roughly 2,500 condominium units that arc scheduled for com
pletion in the mid-I 970s; under 300 of these units will be built in Central City proper. 
None will be built in tie subject neighborhood. 

Site Analysis 

The fourth step in residential market research is to analyze the physical and 

locational aspects of the property from a marketability point of view. This helps to estab

lish the limits on the use of the property. It includes the identification of opportunities for 

and major constraints on development such as I) the availability and capacity of the 
transportation system, including existing and proposed highways, the availability of 
mass transit, and commutation patterns and their relationship to the site, 2) the availabil

ity of sewer and water hookups, 3) the zoning and building code regulations applicable 

to the site, such as building coverage and height, 4) the location of services as they relate 
to the property, and 5) adjacent land use. 

In the case study we found residential usage was well suited to the site. The pertinent 
Iocational and physical aspects of the property that we considered follow: 

" Public transportation is readily available to the site and highway acces

sibility is excellent. 
* The site is located several blocks from a convenience shopping center. 
" Surrounding land use is compatible with residential development. It in

cludes small retail stores, a parking lot, townhouses, a heating plant, 
and a canal. Office and retail space soon will be developed nearby. 

" Although the subj :ct property is irregular in shape and the grade slopes 
downward, thes - factors will not hinder proper site development. 

" The current zorsing of the site is residential muhi-family It provides a 
75 % maximum lot coverage and a 90-foo, maximum building height. 

" Sewer and water permits arc readily avaihle. 

Marketing Recommendationsand Conclusions 

The last step in residential market rese-arch is to specify marketing recom

mendations with reference to the specific site. Such recommendations should give the 
builder a summary of the area dynamics as they relate to the site, as well as detailed guid

ance on the initial offering. It should include an absorption schedule for the proposed 

units based on the relationship of overall demand to the subject property. From this 

evolves an overall annual development program. It also should include specific recom
mendations on unit type, price, size, and mix, based on the economic and demographic 

composition of the primary housing market area, the existing comptitivi roiects and 

their exp rience, the proposed competitive projects, and the demand for various units. 

In addition, detailed rcommendations on the amenity package and product features are 
necessary to enhaice marketability and to give guidance to the design team. A descrip
tion of the charactt:ristics of the prospective buyer in terms of age, income, and lifestyle 
expectatio,,s also is useful. 
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Readings in Market Research for Real Esta(te 

Case Study Conclusions 

In the case study, we have made the following recommendations and con. 
clusions. The subject site is an excellent location for a mid-rise residential building in 
condominium ownership. The recommended unit mix, size, and price are as follows: 

Unit 
Mix 

Unit Size 
(Sq. Ft.) 

No. of 
Baths 

Price/ 
Sq. Ft. Price 

I Br. 20% 1.000 I 'h 60 160,000 
I Br./den 
2 Br./den 

5Q% 
30% 

1,250 
I,0 

2 
21h 

57 
55 

72,000 
88,000 

We recommend that 80% of the units be one bedroom-den and two bedroom-dcn con
dominiums because they sell most readily in the subject market. The units should range 

in size from 1,000 to 1,600 square feet. We recommend pricing the units at $55 to S60 

per square foot, or in the $60,000 to £88,000 rangc, depending on final determination of 
unit sizes. We estimate that between 15 and 20 units per month can be sold. 

Suggested project amenities should include (at a minimum) a swimming pool. security 

guards, switchboard service, and ample storage areas. We feel that one-and-one-half to 

two parking spaces per unit arc necessary in a luxury building. 
The typical buyer ofan urban mid-rise residential unit will be betwccn 45 'nd 64 years 

old, have an income of £20,000 or more, be a member of a small household, arid be living 

in housing that was built 15 to 25 years ago. 
In summary, we have found that there is a strong demand for a luxury condominium 

development on the subject site. A 2 10-unit, eight- to ten-story mid-rise, priced at $55 to 

$60 per square foot, should be absorbed readily by the market within two years from the 

opening of a sales office with model apartments. 

Use of Market Study Information 

A builder or developer must be geared to utilize the information from a 

market study such as the one we have just finished. The completed analysis gives the ar

chitect specific recommendations as to unit concept and establishes cost parameters. The 

absorption analysis helps the builder or developer plan the development program realis

tically. The description of the prospective buyer gives direction to the advertising agency 

and interior decorator in the levelopment of the marketing strategy Most important, the 

market study, which represents a fraction of the total project cost, can minimize down

side risk by preventing the developer from making costly errors, such as offering a prod

uct that is inappropriate for a given market. Market study recommendations also must be 

correlated with an investment analysis. The development may be marketable, but if the 

.rithmetic does not work out it may not be economically feasible. 

Financial Analysis Section of Feasibility Study 

The market analysis provides invaluable data concerning product accept

ance. People make real estate values. Because our market study has examined the various 

population characteristics found within a well defined market area, we can conclude 

that we can generate more than £16 million of gross sales revenue if 210 condominium 
units are produced in the recommended mix. 

We have not answered the question of profitability What concomitant costs will be in

curred, and will those costs, with all their inherent risks, justify the capital investment) 

These arc the twn basic questions that will be addressed through financial analysis. 
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DAILEY SPIES, and WEITZMtAN: Marker Study + FinancialAnafysis = Feasibility Report 

Four steps are involved in the financial or economic investigation. First, we must pro.
vide two raw ingredients including: 1) the total cost incurred during the entire develop
ment project, and 2) a projection of reasonable sales revenue. Next, a yCr-by-yCar pre
tax cash flow aralysis is prepared, comparing anticipated revenue with projectedexpenses. The rcsulting series of annual profits and/or losses then is equated to a specific
internal rate of return by a discounting process. The fourth and final step is an after-taxcash flow analysis, resulting in another yield calculation. We no longer can hide our
heads in the sand. After-tax cash flows arc the standards our clients arc demanding relative to their initial and subsequent capital investments. We shal, follow our case study by
presentation and discussion of the four basic steps involved.
 

Table 23.7 shows a 
 typical cost pro forma indicating a project budget of S13,350,000.
Several important factors warrant consideration. First, land value may or may not bc amisnomer. We are concerned primarily with actual rost. If the land has been acquired recently or if it is currently under contract, then we are dealing with historical price. Theland may have a greater or lesser value than its acquisition price, but the sophisticated
developer wants to know what the return will be on the actual cost. The exception tothis rule occurs when the land has been held for many ycars in the sa,"ne ownership andthe acquisition price is unrealisticzlly low; then we might estimate current land valuC and 
use this estimate in the cost summary. 

Table 23.7. Pro Forma 1974 210-Unit, 450,000 Sq. Ft. Condominium 

Per Gross Sq. Ft. 
Total of Bldg. 

L'nd value-55,500 sq. ft. @ $40/sq. ft. $ 2,220.000 S 4.93
 
Construction field costs

450.000 Fr. sq. ft. @ S20/sq. ft. 9,000,000 20.00
 
Architects and engineers

3.5% of £9,000,000 
 315.000 .70 
Construction lo2n interest

$9,000,000 x 
 I I% x 45% x I years 668,250 1.49Financing fees-2% 180.000 .40Real eState taXes 
Accotnting, legal, and supervisory 

100.000 .22 
300.000 .67SaJes costs 400,000 .89Contingency-2% of £9,000,000 180.000 .40 

S13.363.250 

(say) £13,350.000 $29.67 
The second mjor consideration is the allocation betw.'een direct and indirect con.struction costs. Direct or field costs refer to "brick and mortar" expenditures and include profit and overhead paid to a contractor required to wu.vi.c thc construction

project. The indirect expenses include architecture and engineering fees, interest on theconstruction loan, financing fees, real estate taxes during the construction period as wellas during the sales program, accounting, legal, supervision and consulting fees, sales
costs, and a contingency reserve. Not many years ago indirect expenses ran approxi
mately 18% to 20% of the direct construction costs. At the time of our analysis, theywere running closer to 25% to 30%, with long-term Ic"sehold development reaching theupper limit of this range. (With limited construction activity, it is difficult to estimate
what portion of the budget indirect costs would consume currently.) Clearly, these indirect expenses are a significant share of the total cost basis and must be recognized in a 
proper and thorough financial analysis.

In completing the cost pro forma section, two comments are necessar-y. First, the feasibility of any construction project is based on both the availability and the cost of financ
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Table 23.6. Comparable Condominiums 

One-Dedoom One-bodlooffUDon Two-bedroom 
Absor Type Type Type
 

Total Rate, Unt P Pr11e Month Unit Price' Pilcel Month Unit Price" Price/ Month. 
Prolect and Location Units onth 1.Bott Sq Ft (t0001 Sq Ft. Main. I Ralh) Sq Ft. (10O) Sq. Ft. Maint. tn Saitt Sq Ft. (3000 Sq.Ft. Man. 

-iAZYh i a I , (.i, it 170 alfi 1.949 tO li 2ilt. 169- 44.4.On-tO4 2 111 SON . 46 1. 

CenIal Ctl Z. I69 II 70 400 

1,-EtItA L EASr 124 1. I . 16 4. 6'. W. - - 2 t..1(19 . 66 -

C-n,.I Chi t I '6 2 Gi it1 % 1.,68 llt01 69 111 
r 

BLAKiLY IOUSE' 209 Ii t - l 5 - i5 I - 4111 - IA I .3i 5ttx 41 94 
G~rdcn.Me 

.)IGItRISEVtI.LAS' 212 10 1 4lo 41. 44. so - - 2- 39-- 90 

t.11O 410A 40 1.,iO 61 1 40Sinds Point 

TitIANI1 0) O(F 1I1 1 - - - - - t. 946- 33. . 69 - . . . 
-

902 30 33 atIANUS PoINT 

S.nd. Point 

TillOLYMPIC 2M1 '' I illto 460 It 1S I.1170.0 40- 37. 90- 2 t.09- 41- 39- 90. 
PLAZ..A 1 1.110 43 39 92 1.210 46 s? IO 

Sand, Pol 

SPOT ONt" So0 O In 900- %2. 16 7. - - - - - 2 1.24t- 42-12.1 34 Its 

Sadas P.ial 914 41.4 44 8 255 1.273 44-54.1 43 111 

KYW YTOW 0'E 940 468 Ilt 992 44,1. 3%. 70 11% 1.069- 301.. 34. 71- 2 1.321. 44. ,3- ga. 
land, Point (I itO datli 391 40 1.777 41.1 41 03 tl1.3" 101 37 96 

bdads1 471 
() iks)
 

czi 
m 
C/, 

Two-bedroom/Den Three-Bedroom 
Type Type 
Unit Price* Price/ Month. Unit Price' Price/ Month. 

Project and Location (NBath) Sq. Ft. (SO00) Sq. Ft. MaInt. (4 Bath) Sq. Ft. ($000) Sq. Ft. Maint. Comments 

IIAZY BOTTOM' 25V 2,41 t69 $61
) 

154a - - Occupancy Feb. 1974: high-rset 

CentralCity hulldinlt:parking Included; valet 
parking; pool; roo lterrncC; secu. 
ityfiuards; concrete foors. cmrl 

2Ic: slor2gcare; wathe-drycr. 

(I5 ,27 .5 2.656 174 2 14.6 0321 Occupancy Nept. 1973. to stories; 

Central City prkint 11.1100 ter space; p3l:cman 
DEERHALL EAS 25'. Zt29 1%711 

and doorman: 2 tennis courts; 2 

saunas;pool: roof Iardcn; stornjv, 
area; Individual control central a/c; 
-,,he.t-r: 2 additonal huiltd. 

Intnplanned 



Readings in Afarkrt Rcs'rc, (or Rcal Erat 

ing, i.e.,. Construction as well s permanent mortgages. In this example, constructionloan intercit rates were approximately I 1% and funds were available. All real estate con.s11 Ints must have a thorough and intimate understanding of current financing marketsII r.:sonable financing terms and conditions are not obtainable, a feaSibility study be:.comes a usceess and time-consuming exercise; without proper mortgages the project isnot feasible.

The second factor implicit in the 
cost analysis concerns architectural plans. Despitethe existcnce of elaborate drawings signifying large investments in both timc and money,the rcal estate consultant must review a11plans, particularly with rcference to productmarketability; wC arc charged with this responsibilit.interior room Exterior architectural design andlayout specifically fall within our purview. Changes must be recom.mended if the existing concepts are incompatible with market dictates.We rely heavily on the findings documented within the marketing section in projectinganticipated sales revenues. Table 23.8 shows an allocation among the 2 10 units betweenthe three recommended unit sizes. The areas (in terms of net salable space) for each unitalso are shown, and the suggested sales revenue per square foot is reflected. As shown,projected revenue from all sources is expected to equal S16, 100,000. 

Table 23.8. Estimated Revenue
 
42 I-Br. 
 1,000 sq. ft. units @ S6 0/sq. ft. = S 2,520.000105 1-Br., den 1,250 sq. ft. units @ $57.50/sq.ft. = 7,546,87563 2-Br.. den 1,600 sq. ft. units @ £55/sq. ft. 5.544,000

210 Units Average sale price-$57/sq. ft. S15,610,875
,Sale of parking spaces- 105 spaces @15,000 each = 525,000

Total revenue S16,135,875 
(say) S16. 100.000 

What is the best unit of comparison to use in ascertaining lJioss sales? We do not use asales price per room or a sales price per apartment unit of'.jmparison when analyzingprices of competitive units. Unit sizes vary widely and the nix between the various unittypes distorts resulting conclusions. Also, aper-room unit of comparison is unreliable hecause rooms vary significantly in size. In urban locations, with projects requiring largecapital outlays, we arc obligated to be as refined as possible, and a price per square foot ofrentable or salable area meets this criterion. It is true that the typica apartmentcondominium buycr does not measure renter orthe unit to compare it against other availableunits, but he or she is at least subconsciously aware of the greater light and air generatedby a larger unit and will base his or her "buy" or "rent" decision partially on the amountof space offered. 

Is the Project Feasible? 
Now we have the two basic ingredients with which a preliminary conclusion concerning project feasibility may be made. We have estimated a gross revenue ofS16, 100,000 and a cost of S13,350.000. We would be remiss if we simply divided thealmost $3 million profit by the 513,350,000 cost basis to devise a crude profitability indcx. The arithmetic would show approximately a 25% return on investment capital, butto conclude that this project yields a 25% return would be grossly inadequate. 

Pre-Tax Cash Flow 
The time value theory of money states that a dollar in hand is more desirable (and valuable) than a dollar to be received at a future date. Applying this principle toour financial analysis (bccause the revenues will be received over a period of years andthe expenses will be spent over that same time period), we must analyze our profit pic

B-Il!; 
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turc on 2 year-by-ycar basis. A pre-tax cash flow analysis compareS anticipated revenues 

with corresponding expenscs. The resulting profit will serve as foundation in calculating 

a more accurate depit.tin of investment yield. 
have anticipatedTable 23.9 illustrative of a simplified pre-tax cash flow analysis. W 

2 onC.and--h.ilf-ycar period from the time the project is conceived to the time ground 

can be broken to initiate construction. The construction period should take about one 

year, and the sales program should take approximately a year-and-a-half. We have antici

pated that approximately 70% of the sales revenue will be received in the first year of the 

sales program (which is the third year of the development program) and the remaining 

30% will bc received in the final year. 

Table 23.9. Cash Flow Study, Pre-Tax 

(O00s omitted) 
Years 1 2 3 4 

S $!1,300 $4,835Revenue 

- 3,000 6.000 -

Financing proceeds 
- $3,000 $17,300 $4,835Total aVailable cash S 

Expenses --2,200 
- 3,000 6,000

Land costs 
-

Field costs -- 220 95Architect and engineer -- 198 470Construction loan interest 
- - 9,000 -

Loan prepayment -90 90 -
Financing fees 

10 20 30 50 

Accounting. legal. and supervisory 50 100 1N 50
Taxes 


- -- 280 120Sales costs and commissions 
- - 125 55Contingency 

Total 2.350 3,628 16,1o 275 
Profit or (loss) (2,350) (628) 1,200 4,560 

Cumulative net profit or (loss) (2.350) (2,978) (1.778) 2.782 

Pre-Tax Yield Analysis 

-2,350 628Equity requirement 
1,200 4,560Equity return 

Prc.tax equity yield = 21% 

On the revenue side of the ledger we have included the proceeds of the construction 

loan. These funds will be disbursed at various times to pay ccrtain expenses. Specifying 

the period in which these funds are to be received is a necessary and helpful process. 
have shown repayment of the con-Of course, on the expense side of the ledger ve 

struction loan, which helps to ascertain our pre-tax cash position accurately. An impor

tant aspect of a pre-tax cash flow is the highlighting of those years when infusion of addi

tional capital may be required. or when significant profits can be expected. 

The first year experiences a significant loss of $2.350,000, but that loss is attributed 

primarily to the land purchase for $2,200,000. We have presumed that the developers 

paid cash for the land. Owning the land on a free and clear basis permits the developer to 

obtain a $9 million construction loan. In the second year $628,000 of additional capital 

is required, but in the third year a S1,200,000 profit is realized, and in the final year a 

vcry substantial $4,560,00 profit results. The cumulative net profit over the four.year 

period is 52.782,000. How does this equate with our capital investment? We have seen 

an investment of $2,350.000 in the first year and $628,000 in the second year. We have 

received S1.200,000 in the third year and $4.560.000 in the fourth yer. What is the in
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ternal rate of return that will equate our capital in-flows with our capital out-flows? Byuse of the discount tables or one of the more advanced desk-top calculators, we find 2 
pre-tax cluity yield of about 21%. This 21 % appears to be an excellent return. If all fac.
I,r, contributing to the investmcnt decision were considered, we would have little ap.
prehension in advising anyonc to proceed with the proposed development. 

After-Tax Cash Flow 
The last critical step involves an after-tax cash flow study. It is time we con.

sidcr the implications of federal, state, and local income tax rulings on ultimate profit
ability.'

The aftcr-tax cash flow study (table 23.10) is very similar to the pre-tax study; how. 
ever, 2 few major differences exist. First, proceeds from and repayment of the construe
tion loan are nontaxable events and cannot bc included. Secondly, the cost basis of: con
dominium comprises both direct costs and architectural and engineering outlays.
Furthermore, even though these expenses were incurred primarily in the second and
third years, for tax purposes they can be reported only in the years in which sales are
generated, i.e., the third and fourth years. Because 70% of the revenue is received in the
third year, 70% of these expenses serve as a cost basis in reporting profit to IRS. The re
maining 20% of the cost basis is accounted for in the final year. 

Table 23.10. After-Tax Cash Flow Analysis 

($000s omitted)Year 1 2 3 4 

Sales revenue I - S - 111,300 S4,835 
Deductible expenses
 

Cost basis of condos 
 - - 6.ioo 2,800
(field costs, arch. and eng.)

Land basis - - 1,540 660Construction loan interest - 198 470 -Financing fees 90 90 - -Taxes to 20 30 50Accounting, legal, and supervisory 50 I00 100 50Sales cost - - 280 120
Contingency - " 125 55 

Total 150 408 9.045 3,735
Taxable income or (loss) (150) (408) 2,255 1.100 
Taxes paa)'ble--sume 55% 

tax bracket None None (2.240) (605)
After-tax income or benefits 83 224 1,015 495 

Alter-Tax Yield Analysis 
Equity investment 2,350 628 - -
Capital return 

Profit - - 1,200 4,560
Tax benefits (or payments) 83 224 (1,240) (605)
Net 83 224 (40) 3,955

End of year (investment) or return (2,267) (404) (40) 3.955 
After-tax yield = 10.8% 

The first year has a total expense of S150,000; no revenue is received. Presuming a55% tax bracket, the 1150,000 can offset other income and represents a credit of 
t. The implication%oftih" Tax Rrform Act of 1976 havr not heen comidered 
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$83,000. From table 23.9 we see a capitrl requirement at the end cif the first year of 

$2,267,000. It is important tt appreciate the effects of the g.i,1810 after-tax credit. In 

this case, the amount is small, but appreciation of the theory is paramount. 

The second year has litll' significancc. The third )ear is interesting. With a total reve

we observe a taxable income of S2,25 5.000. of which S1,2411.000()nue of $ I1,300,(1' 
On the pre-tax basis, we had a capital return of onl, i i,200,0100, somust he paid in tax,.-,. 


we still have a capital outflow on an after-tax basis of S40,(00,
 
The fourth year contributes all the aftcr-tax profit. fales of S4,835,000 result in taxes 

payable of S605,000). The cash basis %hows a $4.560.000 profit, and subtracting 

$605.000 worth of taxes results in a net profit or S3,955,0 00 

Calculating an internal rate of return (pitting three capital outlows for the first, sec

ond, and third yi.ars of S2,267,(00, S404.000. and $40,000. respectively, to a profit of 

results in ab)ut a 10.8% after-tax equity yield.$3,955.000 in the fourth yc-ar) 

What After-Tax Yield is Appropriate? 

Is a 10.8% after-tax yield sufficient to warrant proceeding with this devel

opment project? Will sufficient equity capital be attracted to such a development, with 

all of its inherent risks, that promises alx)ut an I1% annual return? 

To answer these questions, we must evaluate various competitive yields generated 

from substitute investment alternative's, including certificates of deposit, municipal 

bonds, stocks, treasury notes and bills, and competitive real estate developments. 

Too often the real estate consulting community has keyed into a single number, be it an 

equity yield to the investor or a fair market value estimate. This is misleading in consult

ing .-ssignments. The permutations and combinations of variables make it ludicrous to ac

cept the reliability of one estimate from a single set of circumstances. Changing the input 

data provides a broader spectrum on which a sound decision may be made. For example, 

what is the downside risk caused by decreasing the total projectcd sales revenue by per

and extending the ahsorption period over a two-and-a-half year period? This
haps 10% 

yield calculation would be most helpful to know. What would be the upside parameters
 

if all sales revenues were received in the third year and if the projected revenue were in

above the original lev-els? The knowledge of the upside potential
creased 5% or 10% 
would serve as a tremendous inducement if it were attractive enough. Costs should be 

increased and decrease" in a series of projections indicating a realistic range of yield po

.ic. A client wants to know where his or her investment stands un
tentials. Norhing is sf 

der varying econo r conditions. As consultatrts, we must provide these answers.
 

Feasibility " dy: Summary 

study is subdividcd basically intoThe process of conducting a feasibilit 

two distinct but interrelatcd disciplines, including a market study and financial analysis. 

A market study analyzes supply and demand factors (area dynarics) and aids in deter

mining whether or not a particular property type is marketahle. The necessary steps in

clude 

I. Proper definition and delineation of the market area. 

Analysis of the demand factors. Quantitatively, through the use of de

n"and studies and demographic data, answer the questions concerning 

how much demand might be experienced. Qualitatively, the number of 

persons corprising tile potential market are further qualified by focus

ing on buyers capable (dependent upon disposable income levels) of 

bidding for the property typcs involved. 

Study"of supply factors, including a catalog of existing competition.a 

2. 

3 
strvey of projects currently under construction. and an understanding 

of proects actively under consideration or in various stages of plan
in surveying existingning (Gcnerally. the appraiser is vcll versed 
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competition hut is sometimes negligent in considering projects under 
construcinn or in the planning stages.) 

4. Careftul rc%. w (ifthe site regarding its compatibility with projected 
Ian,'ses a, to size, %iope, topography, zoning regulations, and sug. 
gcsL d densiiy requirements. 

5. 	 larket ing rcoimendations. After considering all of the ramifications 
associated with the above data accumulation and analysis, judgment 
must lie exercised and conclusions formed concerning: 
a The type of product most marketable. 
b [lie number and size of units and unit mix. 
,c The quality of units, emphasizing primary market segments to be 

served and degree of amcrties. 
d Pricing structure involving unit prices, differentiation between 

Iloors. distinctions be:ween attractive views and less attractive lo. 
cations, and varying unit layouts. 

e. Absorption periods and sales pace (or rental pace) are important 
considerations, p:-rticularly as they relate to the financial analysis. 

f. Other recommendations concerning the marketing program, such 
as a profile of the most likely user and the anticipated amenity 
package to be offered 

The market study informs the client about the degree of effective demand associated 
with a product and allows the client to accept realistic price levels that ultimately will 
dictate how much lieor she can afford to pay for the land and allocate for the construc
tion budget. In addition. the market study provides basic data needed to proceed with an 
investment analysis necessary to evaluate overall project feasibility. A project may be 
marketable, but it may not necessarily be feasible. 

After dett.rmining the type. price level, amenity package, sales pace, and degree of ef

fective demand, a reasonable estimate of overall sales may be computed; however, 
kntowledge of gross sales revenue is insufficient by itself to form a meaningful profitabil
ityindex. 

The financial analysis portion of the feasibility study follows four basic steps. 

I A summary of anticipated sales revenue. 
2 A complete understanding of the total construction budget, properly 

allowing for direct and indirect expenses. 
3. A year-hy-yea r pre-tax cash flow projection 
4 A year-hy-year aftcr-tax cash flow projection 

Each of the four steps has been carefully illustrated in prior paragraphs. A major caveat 
is reiterated for emphasis. a singlc set of projections is insufficient. Recognizin, the exist. 
ence of an imperfect market and acknowledging the myriad of possible unanticipated 
events (in a long-term construction project). we cannot imply a false sense of precision 
by proffering a single set of projections. All variables within a logical spectrum must be 
considered and their effect,, on overall profitability must be computed, with the resulting 
implications careftill%atialyzed. 

Conclusions 

Ve receive many inquiries about potential appraisal work, when the client 
actuallv needs a fa%,bihilitv studv (biut does not know what to call it). An appraisal will tell 
the client what a %eller ,herald he ahh to get for a piece of property at a particular point in 
time (presuming the %cler is prudent and can find a prudent buyer). A feasibility .study 
will recommend 

I \lot to htild-in terms of product type. 

-;10 
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2. 	 H'ow I) build-in terms of unit mix, si.e, amenity package, and degree
 
(r luxury


3. 	 When to huild-inciuding on-line production and absorption sched

4. 	 What reason:able range of profitability can he expected. 
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CHAPTER IV: OFFORDABILITY ANALYSIS OF RESIDNETIAL DEVELOPMENT
 

The affordability of housing development for both infill and new
 
residential sites can be analyzed using simple spreadsheet
 
computer models such as thu Bertaud Nodel. Although it is
 
impossible to present all the possible trade-offs aod/or ways in
 
which housanolds make their existing housing situations
 
affordable, the tables presented in this memorandum are intended
 
to provide a reasonable basis for discussion. They have been
 
set up based on inputs for average costs and the most commonly
 
observed situations.
 

A. Methods of Analysis
 

Two methods of analyzing affordability are presented in this
 
memorandum. Both have been developed using a computer
 
spreadsheet as a base. This allows a large number of inputs to
 
be defined by the user and a series of "what if" simulations to
 
be run. The value in this approach is that the actual analytical
 
"tools" will remain with the Shelter Unit and allow continual
 
analyses of housing and ho sing land affordibility to be carried
 
out in the future.
 

The two methods of analysis described in this memorandum have
 
been developed to relate to:
 

- the "in-fill" development of individual plots, which is by
 
far the most common situation in Jordan, and
 

- "sites and service" type projects similar to those 
implemented by the Urban Development Department. 

B. Individual Housing on In-fill Plots
 

The analysis of different housing "options" prevalent in both "C"
 
and "D" zoned areas provides a clearer idea of the effect of land
 
prices on housing affordability. The spread sheet for this
 
analysis is shown in Table 4.i (a) and !b). The selected housing
 
options employed in this analysis are based on zoning regulations
 
and those buildirn, practices and "house types" most frequently
 
found in lower ard middle income neighborhoods. For the purpose
 
of the analysis, the built up area per unit has been set at 70
 
m2. This area -as also been used as the minimum "complete"
 
housing unit in running the Housing Needs Assessment Model (see
 
Technical Memobran'um Number 5, "Revised Housing Needs and
 
Associated Investment in Jordan (1985-2006)"). An area of 70 m2
 
is sufficient to include three habitable rooms of about 13 m2
 
each; a kitchen, private batnroom, hallway and a small store room
 
or stairway to the roof. in reality, the 70 mR housing unit; as
 
well as the different housing options evaluated in the analysis,
 
are more modest than the majority of units actually being built
 
in "C" and "D" zoned areas.
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I Tble 4 .1(): Impctor Lnd Costs nd Zoning Regulations on Housing Costs 
Affordbility of HouigOtons in "D"Zoned Areas or6reater Ama 

Sevdlot dont I ets 15.00 15.00 15 00 1500 I S1.0 

Plot Depth in Meters 
Plot Ratio Depth to Width 
Front setback inmeters 
Rar setback inmeters 
Side setback inmeters 
Side setbeck inmeters 

20.00 
133 
3 0 
250 
2 50 
2.50 

20.00 
1.33 
3.00 
2 50 
2.50 
2.50 

20.00 
133 
3 0 
2.50 
2.50 
2.50 

20.00 
133 
3 00 
2.5C, 
2 50 
2.50 

I
j 

20.00 
133 
3.00 
2.50 
2.50 
2.50 

Caic. Plot Coverege (%) 
Allowable coverage y code 

48.33 
52.00 

48.33 
52.00 

48.33 
5200 

48.33 
. 2.00 

48.33 
52.00 

BUILDIN6 CHARACTERISTICS 
Buildable Area per Floor 
Common area per floor 
Apartments per floor 
Number of foors per building 
Maximum AprLeent Size 
Actual ave apartment size 
Construction cost in JD per m2 

145 
0 
I 
1 

145 

70 
60 

145 
20 
2 
1 

63 

60 

145 
0 
2 
I 

73 

70 
60 

145 
20 
2 
2 

63 

60 

145 
20 
2 

3.5 
63 

60 
Fees and other fixed costs 
Cost or Constuctlon 
Construction & Plot Costs 
Const.& Plot Cost per Unit 
Const.& Plot CosI/M2 

4200 
8700 

700 
124 

0700 
13200 
6600 
106 

0400 
12900 
6450' 
92 

17400 
21900 
5475 
86 

30450 
34950 
4993 

80 

BUILDIN6 FINAkNCIN6 
R Downpymet Construction 
Land & Const.Downpyment 
Equity as % of Total Cost 
Amount te be Borrowed 
Amount Brrowd per Unit 

.oo 
4500 
51.72 
4200 
4200 

b~5 
0.00 

4500 
34.09 
8700 
4350 -

0.00 
4500 
34.60 
8400 
4200 

5.60 
5475 
25.00 
16425 
4106 

13.92 
8738 
25.00 
26213 
3745 

Annual inter st rate 
Repayment piod in years 
Financing CLists 0 0 0 

I10l5OC 

5002 

I1.005.00 
7903 

%profit on total cost15S 
Total Cost ur"Project 
Total Cost pr Unit 

8700 
700 

13200 
6600 

12900 
6450 

30937 
7734 

49373 
7053 

AFF0IRDABILITY O.f UNITS 
Downpayment 

Amount Borrowed 
Annual iterest rate 
Repayment period in years 
Monthly Payment 

51 .72 
4200 

O05 
15 

41 

34.09 
4350 
I 1,0 

0 
60 

34.80 
-4200 

1.0 
0 

58 

25.00 
5801 

8 5 
15 

57 

25.00 
5290 

.5 
IS 

52 
Mlonthly Recurring Expenses
Total Monthly Housing Costs 
Ratio :payme'nt to raceme 

41 
25 00 

60 
25 0 

58 
25 0 

57 
250: 

. 52 
25.00 

Monhly income required 
Incomepercentile I 165 

20 
240 

I04 

231 2220 
225 20 
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Impact of Land Costs and Zoning Regulations on Housing CostsT,.ble 4.1 (b). 
in 'C' Zoned Areas of 6reeter AmmanAffordability of Husing Options 

OWNER BUILT UNITS IN 'C' ZONES 

TYPE 1 TYPE2 j TYPE 3 TYPE 4 TYPE : 
PLOT CHARACTERISTICS 

20 00 20.0020.00 20.00 2000Serviceo land cost / net m2 
500

Net plot size in m2 500 500 500 500 
10 00 10.0016.00 10.00 10.00Plot frontage in meters 

27.78 27.78 27.78
Plot Depth in Mcters 27.78 	 27.78 

Plot Ratio Depth to Width 1.54 1.54 1.54 	 1.54 1.54 
4 00 4.004.00 4.00 4 00Front setback in meters 

4.00 4 00 4.00 4 3,3 4.00 
Psar setback in meters 

3.00
Side setback inmeters 3.00 3.00 3.00 	 3.00 

3 00 3.003.00 3 00 3 00Side seLbmck inmeters 
47.47 47.47 47.47

CaIc. Plot Covereuge (2) 47.47 47.47 
42.00

Allowable coverage by code 42.00 	 42.00 42.00 42 00 

BIUILDIN6 CHARACTERISTICS 
210 210 210 210Bulldable Area per Floor 210 

0 20 3 20 20Common area per floor 
1 2 3 2 2

Apartments per floor 
2 3.5' irnber or foors per building I 1 1 

70 95 95Maximum Apartment Size 210 95 

Actual ave. apartment size 70 70 70 70 

60 60 60 60 60Construction cost in JD per m2 
rges and other fixed costs 

9600 12600 19200 33600
Cost of Construction 4200 

29200 4360014200 19600 22600 

Const.& Plot Cost per Unit 14200 9000 7533 7300 6229 

Const.& Plot Cost/M2 203 140 108 104 89 

Construction & Plot Costs 

BUILDIN6 FINANCIN6 
0.00 2.68

%OownpaymenL Construction 0.00 0.00 0.00 
10000 10900Land & Const.Downpayment 10000 	 10000 10000 

44.25 34.25 25.00Equity as X of Total Cost 70.42 51.02 
12600 19200 32700 

Amount to be Borrowed 4200 	 9600 
4800 4200 4800 4671 

'Amount Borrowed per Unit 4200 
11 00 11.00

Annual interest rate 
S0 5.00

Iepaymenl period inyears 
0 5647 99590 0Financing Costs 

15 15
%profit on total cost 

61592
Total Cost of Project 14200 	 19600 22600 40304 

10076 0799Total Cost per Unit 14200 	 9600 7533 

AFFORDABILITY OF UNITS 
70.42 51.02 '44.25 34.25 25.009 Downpayment 

65994800 4200 6625Amount Borrowed 4200 
Annual interest rate 8.5 11.0 11.0 	 12.5 0.5 

10 Is 15
Repayment period inyears 15 10 

Monthly Payment 41 66 58 65 65 

lonthly Recurring Expenses 
Total Monthly Housing Costs 41 66 58 

2 . 
65 65 

2500 25.00 25.00 00 25.00Ratio payment to income 
260
Monthly income required 165 264 	 231 261 

40 45 45Income prcontile 20 45 
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1the ccst c-f coi,strUctCn in each case has been set at 60 3D/m2which also represents a very econc.mical type andof constructionfinishings (see Technical Memorandum Number 13 "ConstructionCosts and Technologies" 
and Technical 
 Memorandum 
Number 

"Private Housing Suppliers Survey"). 

9,
 

1. 
 Description of the Most Frequently Encountered House Types
 

The house 
 types described below are 
 those most 
 frequently
Licountered 
 in 
 "C" and "D" zones. Figure 4.1 shows the plot
configurations and 
corresponding built up 
areas for each of these
 
different house types.
 

a) House Type 1: Single Unit 
on a Plot
 

House 
 Type 1 consists of a single, 
 70 m2 unit on either a
"C" or "D" sized plot. 
 This situation can 
be considered as
the "minimum" legal housing solut-on for 
a single, detached
housing unit on 
a plot. 
 It essentially repre7:,.ts what
private 
sector could provide based 
the
 

on 
the U')D approach of
only one unit per plot. In reality, this option is not 
very
prevalent since most buildings include more 
than one housing
unit in order 
to make the best 
use cf the maximum allowable
built 
 up area per 
 plot under the existing zoning
regulations. 
 This 
 type of housing unit is 
included in 
 the
analysis simply to 
show the affordability 
 implications

building one unit per 

of
 
plot under existing conditions.
 

b) House Type 2: 
Two Semi-Detached Units 
on a Plot
 

House Type 
2 consists of 
two ground level units per plot
that are linked by a 20 m2 common entry/stairway to the roofwhich makes it possible to add future units on upper floors.The original 
 plot can be "shared" by unrelated otiners orowned by a 
single, extended family. 
 _verall plot coverage
limitations and setbacks are respected. 
 Reducing effective
plot sizes through 
 agreed upon co-ownership of 
 land is
increasingly 
 used by households 
 to "bend" existing
regulations 
 to provide more suitable and affordable housing
in the light of 
high land prices ( see Technical Memorandum
Number 10, 
 "Residential 
 Land Analysis"). 
 "D" zone
plot, 
 the average built up 
On a 


area of each unit would have to
be reduced to 63 m2 however, in order 
plot to conform isting
to ex
coverage regulations. 
 This type of housing also
requires 
closely coordinated construction efforts 
between
 
the owners of the different units.
 

c) House Type 3: Shared Plot cr 
Row Houses
 

In House Type 3, 
 plots are "subdivided" 
or shared 
 in row
house fashion between 2 and 3 units for "D" and 
"C" zonedplots respectively. 
 Each housing unit 
is "semi-detached"
and has 70 m2 of 
 constructed 
 area. 
 Once again, plot
coverage limitati
ons and setbacks are 
respected for the
overall plot. As in Housing Type 2. this 
type of housing
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Figure 4.1: House Types Used In tho Affordability Analysis of Infill Plots 
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unit is also becc-.i- ,.-: frequent. Fict subdiis:on, 

housing design ar certain construction elements however. 

need to be carefully ccordinated between individual oner 

builders in order to produce satisfactory results. 

d) House Type 4: Small Apartment Building
 

House Type 4 consists of a small apartment building having
 

two units per floor, a common entry/stairway of 20 m2
 

connecting units on each fic,or, and two floors. Altogether
 

there are four apartment units. In most cases, this type of
 

building is built by a small scale developer/contractor and
 

the individual housing units put up for sale or rent. For
 

"D" zoned plots, each unit has a constructed area of :only 63
 

m2 in order that plot coverage regulations be respected.
 

For "C" zoned plots, the built up area per apartment could
 

be as high as 95 m2, although it continues to be limited to
 

70 m2 in the present analysis.
 

e) House Type 5: Apartment Building
 

House Type 5 represents the maximum legal housing
 

development that can take place on a "C" or "D" zoned plot
 

based on existing regulations for plot coverage, building
 

heights and required setbacks. Again, there are two units
 

per floor and a common entry/stairway of 20 m2 connecting
 

each pair of units. The height of the building is 3 1/2
 

floors which makes a total of 7 apartment units. Again, for
 

"D" zoned plots, each unit would have a constructed area of
 

only 63 m2 compared to 70 m2 used as the standard in the
 

analysis. This type of apartment building would 
most likely
 

be built by a developer.
 

2. Additional Inputs Used in the Analysis
 

The analysis is set up on a computer spreadsheet which enables a
 

large number of "what if" type simulations to be executed based
 

on a wide range of inputs to be determined by the user. Since
 

the analysis is primarily concerned with evaluating the
 

affordability of individual owner built construction on "infill"
 

type plots in both "C" and "D" zones, the inputs used in the
 

analysis have beer chosen to be representative of general
 

not represent extreme costs
 

to do so if desired.
 
conditions in these areas. They do 


or conditions, although they can be modified 


To simplify the analysis, it is assumed that the net land price
 

already reflects any costs of existing infrastructure (eg. roads,
 

water supply and electricity) and that there are additional
no 


than the normal connection charges for
 

water, sewerage and electricity, and taxes.
 
infrastructure costs other 


is also assumed that individual plot development will respect
 

the existing zoning regulations in each case. This applies to
 

plot frontage,
 

It 


all requirements concerning minimum plot sizes, 




setbacks and ,a;imum plot coverage. Housing types chosen a=
 

examples represent initial construction and not necessarily the
 
full potential development of the plot.
 

A construction cost of 60 JD/m2 is used as one of the basic
 
assumptions throughout the analysis. This amount reflects the
 
very simple and economical construction methods and finishins
 
found in owner built construction. Some sensitivity of 
affordability to the cost of construction is also studied by 
varying this cost. 

Financial terms used in the analysis are those currently offered
 

by the Housing Bank for both construction and mortgage financinr.
 
Loans for amounts under JD 7000 are given out a 8.5 % annual
 

interest rate over a repayment period of 15 years, while those
 
for more than JD 7000 have an 10.25 % annual interest rate over
 

10 years. These repayment periods can however be varied in order
 
to evaluate the impact of changes in financial conditions on
 

housing affordability.
 

For construction financing, it is estimated that the repayment
 

period will be an average of 5 years. In all cases, the borrower
 
is required to put up 25% of the total value of the housing unit
 
to be completed under the loan. This total value includes both
 

land and construction costs. The percentage downpayment on
 
construction for builders has been varied in order to attain 2Z%
 

of total cost including land required as the down payment.
 

The possibility of introducing a builder's overhead aild/or profit
 
is also included in the analysis. For simplicity, it has been
 
set at 15% for all cases in which housing units are assumed to be
 
built by developers. This percentage can also be varied for each
 

type of housing unit or situation as desired.
 

As a starting point, it has also been assumed that households can
 
pay 25% of their monthly income to repay a loan for housing.
 

The income percentile is based on the income distribution for
 
Greater Amman as determined by the results of the 1986 National
 
Housing Survey and adjusted upwards by 33-.8% for under reportino.
 

3. Calculations
 

The calculations in the table are done in exactly the same way
 
across each row. Most of them are quite easy to understand and
 
the analysis is not a "model" in the sense that it attempts to
 
simplify any part of the real world. It simply provides a way of
 

linking together a series of calculations that would otherwise
 
have to be done individually by hand Table 4.2 provides a brief
 
indication of how these calculations are 'made. More detailed
 
descriptions follow.
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Table 4.2: Explanation of Input5 and OuLpuLs Used In Analyzing the Affordability of Infill PIots 

_ _ _ 

PLOT CHARACTERISTICS 
Serviced land cost / net m2 
Net plot size in m2 
Plot frontage in meters 
Plot Depth In Meters 
Plot Ratio Depth to Width 
Front setback in meters 
Rear setback in meters 
Side setback in meters 
Side setback in meters 
CaIc. Plot Coverage (W) 
Allowable coverage by code 

BUILDING CHARACTERISTICS 
Buildable Area per Floor 
Common area per floor 

Apartments per floor 

Number of floors per building 
Maximum Apartment Size 
Actual ave. apartment size 

Construction cost in JD per m2 

Fees and other fixed costs 

Cost of Construction 
Construction & Plot Costs 
Const.& Plot Cost per Unit 
Const.& Plot Cost/M2 

BUILDING FINANCIN6 
X Downpayment Construction 
Land & Const..Downpayment 
Equity as X of Total Cost 

Amount to be Borrowed 

Amount Borrowed per Unit 

Annual interest rate 
Repayment period in years 
Financing Costs 
N profit on total cost 
Total Cost of Project 
Total Cost per Unit 

AFF04DABILITY OF UNITS 
9 Downpayment 
Amount Borrowed 
Annual interest rate 
Repayment period in years 
Monthly Payment 
lonthly Recurring Expenses 
Total Monthly Housing Costs 
Ratio+payment to income (%) 
Monthly income required 
Income percentile 

TYPE I NOTES ON INPUTS AND OUTPUTS 

40.00 ---- Variable: sales price for plot including most infrastructure costs. 
500 -- Variable: plot size required by zoning regulations or in design.
15.00 ---- Variable: frontage require by regulations or design. 

33.33 ---- Calculated: net plot size / plot frontage 
2.22 ---- Calculated: plot depth / plot frontage 
4.00 ---- Variable: existing or revized zoning regulrions: design decision. 
4.00 ---- Variable: existing or revized zoning regulations; design decision. 
3.00 ---- Variable: existing or revized zoning regulations; design decision. 
3.00 ---- Variante: existing or revized zoning regulations; design decis on 

45.60 ---- Calculated: buildable area from satbacks / net plot size. 
42.00 ---- Variable existing or revized zoning regulations; design decision. 

210 --- Selected: lesser X of calculated or code plot coverage
0 ---- Variable: area for stairs, common hall; design decision; building codes. 
1 --- Variable design decision; plot size; building reoulations.
 
I ---- Variable: design decision; zoning regulations.
 

210 Calculated: (buildable - common aria) /laparL5. per floor 
70 --- Variable: design decision 
60 ---- Variable: based on construction cost data 

---- Variable: includes connection charges, building permit fees etc. 
4200 ---- Calculated: m2 cost X (apart.size X OapLs/f.oor + common 

24200 ---- Calculated: cost of construction + (not plot size X price)
24200 --- Calculated: construction and plot cost / number of units 

346 ---- Calculated: cost per unit / apartment size 

0.00 ---- Variable: %or construction cost required tu have 25% of total cost. 
20000 ----. Calculated: land + (X downpaymenL X cost construction)
82.64 ---- Calculated: (land cost + downpayment) / total cost X 100 
4200 Calculated: total cost - (land + construction downpayment)
4200 Calculated: amount borrowed / number of units 

.... Variable Housing Bank requirements or others
 
---- Variable Housing Bank requirements or others.
 

0 ---- CalculaLed: interest to be 
 paid based on rate and period. 
---- Variable: developer's decision; other knowledge. 

24200 ---- Calculated: total land + construction + flinancing costs 
24200 --- Calculated: total project cost / number of units 

82.64 Variable' land + construction downpayment; Housing Bank terms 
4200 ---- Calculated: cost of unit - (land cost + downpayment) 

8.5 ---- Variable. Housing Bank terms or others.
 
15 ---- Variable. Housing Bank terms or others.
 

41 ---- Calculated: amount borrowed, rate and repayment period.
25 --- Variable average monthly costs for taxes, maintenance, utilities etc
 
66 - Calculated: Monthly payment + recurring expenses
 

25 00 Variable based on surveys. knowledge of local population. 
265 ---- Calculated: inonLh!y payment / payment to income ratio 
.45 - Selected: comparod to table of income distribution. 
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Tre "plot depth in meters" is found by dividing the "net
 
plot size in me" by the required plot frontage. In the case
 
of "C" zones, the minimum plot size of 500 m2 is divided by
 
a plot frontage of 18 m to give a plot depth of 27.78 m.
 

b) Plot ratio of Depth to Width
 

The "plot ratio of depth to width" is found simply by
 
dividing the plot depth by the plot frontage. For a "C"
 
zoned plot having a minimum area of 500 m2, the ratio of 18
 
M to 27.78 m would be 1.54. This ratic is often a good
 
indication of the efficiency of plot dimensions. A ratio of
 
around 1.5 is generally acceptable.
 

c) Calculated Plot Coverage
 

The "calculated plot coverage" is found by subtracting the
 
sum 
of the side setbacks from the required plot frontage and 
the sum of the front and rear setbacks from the plot depth, 
then multiplying together the two results to obtain the area 
that can legally be built upon. This area is then divided by
 
the ret plot sire and multiplied by 100 to give a percentage
 
figure. Again using the 
"C" zone plot as an example, the
 
calculated plot coverage would be to
equal 18.00 less (3+3)
 
times 27.78 less (4+4) divided by 500 with the result
 
multiplied by 100. The result is 47.47%.
 

d) Buildable Area per Floor
 

The "buildable area per floor" is found by taking the lesser
 
value between the calculated (47.47%) and legally allowed
 
plot coverage percentages (42%) and then multiplying this
 
percentage by the net plot size. In this case 
42% times
 
500 m2 would be 210 m2.
 

e) Maximum Average Apartment Size
 

The "maximum average apartment size" is found by subtracting
 
the common area per floor (eg. 20m2) from the buildable
 
area per floor (eg 210m2) and dividing the result by the
 
number of apartments per floor. For house type 2 this would
 
be 210 m2 less 20 im2 and divided by 2. The result would be
 
95 m2.
 

f) Total Cost of Construction
 

The "total cost of construction" is found by multiplying the
 
apartment size (eg. 70 m2) by the number of apartments per
 
floor (2) and adding the common area (20 m2) to get the 
tCta1 area per floor (eg. 160 m2). This area is then 
multiplied by the number of floors (eg. 2) to obtain the 
total built area which is then multiplied by the cost per m2 
to cbtain the total construction cost, (JD 19200). Added to 



this cc's.% 'ould be the amount for fees 
 and other 7:.e
 
costs.
 

g) Total Construction and Plot Costs
 

The "total construction 
plus plot cost" is equal to the
total construction cost 
(eg. JD 19,200) plus the result 
 cf

multiplying the serviced land cost per m2 by the 
net Flct

size (ea. 500 
: 20 or JD 10000). In this 
case the total cost
 
would be JD 29200.
 

h) Construction plus Plot Cost per Unit
 

The "construction plus plot 
cost per unit" is equal to the

construction 
and plot cost (eg. JD 29200) divided by the

product of the number of apartments per floor and the nurbe
 
of floors (4). The results would be JD 7300 per unit.
 

i) Construction and Plot Cost per m2 of Built Area
 

The "construction 
and plot cost per m2 of built area" is

equal to the construction plus plot cost per 
unit divided by

the ma>imum apartment size 
 or 
 by the actual average

apartment size 
if this is included as one of the 
inputs. In
this example it would be 
JD 7300 divided by 70 m2 wsich
 
equals JD 104/m2.
 

j) *Land and Construction Downpayment
 

The "land and construction downpayment" 
 is found by
first multiplying the serviced land cost per m2 by the 
 net
 
plot size and adding to 
it the result of the product of

multiplying the percentage 
downpayment for Lonstructicn
 
costs by the total 
cost of construction. 
 In this case it
 
would simply be JD 10000 or the cost of 
land.
 

k) Equity as a Percentage of Total Cost
 

The "equity as a percentage of total cost" is found 
 by

dividing 
 the amount for land and 'construction downpaymrent

(eg. JD 1000) by the sum of construction and 
plot costs (eg.

3D 29200) and multiplying the result by 100 to 
 obtair a
 
percentage value. The result would be 34.2%.
 

1) Amount to be Borrowed 

The "amount to be borrowed" is equal to the sum of
construction 
and plot costs minus the amount for land and

construction downpayment. 
 In this case it would be JD 2=200
 
minus JD 10000 which would be equal 
to JD 19200.
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m) Amount to be Borrowed per Unit 

The "amount to be borrowed per unit" is equal to the total 
amount to be borrowed diviced by the product of the number 
of apartment units per floor and the number of floors. This
 
would be JD 19200 divided by 4 equals JD 4800. 

n) Financing Costs
 

The "financing costs" are determined by the amount to be 
borrowed, the annual interest rate and the repayment period
 
in years. They represent the amount of interest to be paid
 
on the sums borrowed based on calculations for constant loan
 
repayments. They are determined based on the formula for
 
constant mortgage payments.
 

o) Total Project Cost
 

The "total project cost" is equal to the sum of land costs,
 
construction costs and financing costs, all multiplied by
 
the sum of (one plus a percentage for profit).
 

p) Total Cost per Unit
 

The "total cost per unit" is equal to the total project cost
 
divided by the product of the number of apartments per floor
 
and the number of floors.
 

q) Amount Borrowed per Unit
 

The "amount borrowed per unit" fc individual owners is
 
equal to the total cost per unit i ss the downpayment per
 
unit.
 

r) Monthly Payment per Unit
 

The "monthly payment per unit" is determined by the amount 
borrowed, the annual interest rate for the loan, and the 
length of the repayment period expressed in years. The 
monthly payment is bascd on calculations for constant
 
monthly payments.
 

s) Monthly Income Required
 

The "monthly income required" is equal to the monthly
 
payment divided by the ratio of monthly payment to income
 
expressed as a percentage value, with the result multiplied
 
by 100.
 

t) Income Percentile
 

The "income percentile" is found by comparing the monthly
 
income required with the income distribution for Amman from 
the 1986 National Housing Survey presented in a "lookup" 
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table. 
 ThE inicome distribution may be 
altered 
as necessar.,
 

for differet 
areas or 
time periods.
 

4. Results of 
the Analysis
 

Affordability 
considerations 
:,or 
owner built housing involve two
very clearly distinct elements or 
"steps" along 
the path towards
obtaining an acceptaLle housing unit. 
 These include the purchase
of a suitable parcel 
of land and housing construction.
these steps presents a 
Each of
 

very different environment 
in terms of
potential constraints and difficulties, financial 
means available
to the household 
 etc. 
 The two actions 
 are also frequently

period of time that can be several years. 


separated by a 

test of affordability therefore, 

In any
 
realistic it may be more accurate and
to consider each of the 
 steps separately. 
 Either
may present a one
serious hurdle 
to households trying
acceptable to obtain an
and afforadable 
housing unit. 
 Under
conditions, recent
this has been particularly difficult 
for first timewho have not built up any housing equity and/or who 
owners 
already own do not some residential land in urban areas.
 

a) Land Costs
 

The first step to 
affordable housing 
involves the purchase of 
 a
suitable residential 
plot. 
 Legal ownership of 
a plot of
which land on
to build is presently one of 
 the major conditions
obtaining in
a mortgage 
loan from the Housing Bank 
(see Technical
 
"Housing Finance in Jordan"). With the
 

Memorandum Number 14, 

exception 
of UDD projects, 
 and perhaps some 
developer built
multi-unit apartments, 
 no mortgage loans are 
made in Jordan that
cover both the purchase of 
land and the construction of a 
housing

unit.
 

As a result, the combination of very high 
land costs with
large minimum the
plot sizes prescribed 
 by existing zoning
regulations 
 means that 

desiring 

in most cases, households presently
to build a new house must come up with
amount 
 a considerable
of cash to 
first purchase the land. 
 The share of
costs in land
the total 
value of the housing unit 
can therefore
into turn
a very substantial 
down payment. 
 -As shown in 
 Table 4.3
this required downpayment car, easily reach 65% 
or more
total value of a 
of the
single 70 m2 housing unit 
on a "C" zoned plot.
 

Land cost 
 also has a significant impact 
on the total cost
square meter of per
the built 
area of the housing unit. 
 Table
shows that 4.4the total cost per m2 of built area for a House Type 1
unit in a "C" zone area 
increases by 223 
 from JD 96 per
the cost cf land is JD 5 per m2 of 
m2 if 

plot, tocost of land 
JD 310 per m2 if the
is JD. 35 per m2 of plot. For every dinar increase
in the m2 cost of land therefore, 
 the mA2 total cost
housing Unit increases by 

of the
JD. 7.1. This drops to JD. 3.6 per m2
for House 
Type 2 with two 
units plot. For House Type 5 whichinvolves 
 a 70 m2 unit in a 
fully developed apartment
the m2 building,
cost per 
unit increase proportionally with 
the cost of
 
land.
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Table 4.3: Impact of Land Costs on Required Downpayments 

Expressed in JD Amounts and as a Percentage of Total Housing Cost 

"D"Zoned Areas 

and House Type I House Type 2 House Type 3 House Type 4 House Type 5 
-ices Down Z Total Down Z Total Down 2 Total Down Z Total Down Z Total 
/m2 Payment Cost Payment Cost Payment Cost Payment Cost Payment Cost 

2.5 1238 25.01 11,81 2500 1144 25.00 1603 25.00 1574 25.00 
5.0 1500 2632 1275 25 00 1238 25.00 .1669 25.00 1612 2500 
7.5 2250 34.88 1369 2500 1331 25.00 1735 25.00 1650 25.00 
0.0 3000 4165 1500 2564 1500 26.32 1802 25.00 1688 25.00 
2.5 3750 47.17 1875 30 12 1875 30.86 1867 25.00 1726 25.00 
5.0 4500 51.72 2250 3409 2250 34.88 1933 25.00 1763 25.00 
7.5 5250 55 56 2625 37.63 2625 38.46 2000 25.00 1813 25.00 
'0.0 6000 58.82 3000 40 82 3000 41.67 2116 25.64 ld59 25.C2 
'2.5 6750 61.64 3375 43 69 3375 44.55 2367 27.95 ! 1877 25.00 
5.0 7500 64.10 3750 46.30 3750 47.17 2615 30.12 1915 25.00 
7.5 8250 66.27 4125 48.67 4125 49.55 2862 32.16 1953 25.00 
0.0 i 9000 68 18 4500 5085 4500 51.72 3106 34.09 1990 '25.00 

'C' Zoned Areas 

and House Type I House Type 2 House Type 3 House Type 4 House Type 5 
ices Down 1 Total Down Z Total Down % Total Down X Total Down % Total 
/m2 Py t Cost Payment Cost PymentI Cost Payment Cost Payment Cost 
.5 1363 25.00 1356 2500 1154 25.00 1806 25.00 1758 25.00
 
.0 2500 37.31 1513 2500 1258 25.00 1916 2500 1821 25.00
 
.5 3750 47.17 1875 28.09 1363 25.00 2026 25.00 1885 25.00 
0.0 5000 54 35 2500 34 25 1667 28.41 2137 25.00 1948 25.00 
2.5 	 6250 59.81 3125 3943 2083 33.16 2247 25.00 2011 25.00 

0 7500 64.10 3750 43 86 2500 3731 2628 .8.09 2074 2500 
5 8750 67.57 4375 4768 2917 4098 3042 31.31 2137 25.00 
0 I 10000 7042 5000 51 02 3333 44.25 3451 34 25 2200 2500 
5 11251 7282 5625 5396 3750 47.17 3856 3695 2269 2508 
0 12500 74.85 6250 56E6 4167 4980 4256 39.43 2609 27.11 
5 13750 76.60 6875 5889 4583 5218 4655 41.73 2747 29.04 
0 15001 78 13 7501 6098 5000 5435 5050 4386 2983 30.86 

This vnalysis is bf,_ed on Table 4. I ( a and b) All inputs are kept constant except the price of land. 
The ccs, of construction is estimated to be 60 JD/m2 
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Table 1.4: Impact of Land Costs on the Total Housing Cost 

Per M2 Built up Area of the Unit 

'C"Zones 

Land Cost House Type House Type House Type House Type House TypeJD/m2 1 2 3 4 5 

5 96 86 72 78 7410 131 104 798-. 66
15 167 122 96 95 8420 2.03 140 108 104 8925 239 158 120 113 9430 274 176 131 122 9935 310 194 143 .31 104 

"D"Zones 
Land Cost iouse Type House Type House Type House Type House TypeJD/m2 1 2 3 4 5 

5 81 82 70 76 7310 103 94 81 82 .7615 124 106 91 88 8020 146 118 101 94 8325 167 130 112 100 8730 189 142 122 106
35 210 154 132 

90 
112 94 

Note: 	 This analysis is based on Table 4.1 (aand b). All inputs have beer, kept constant 
except the price of land. 
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b C.',t-, :tior Costs
 

The second element involves the actual constructinon of the
 
housing unit. In this case, formal housing finance is generally
 
available from the Housing Bank and as a result, housng
 
affordability can be evaluated using the more traditional
 
approach based on monthly payments. Monthly payments can then be
 
compared/related to monthly household income to determine
 
affordability.
 

Table 4.5 presents comparative cost estimates for diffe7 nt types
 
of low income housing units and approaches. As can be seen from
 
the table, the cost per m2 is lowest for.owner built units,
 
ranging from 46JD. per m2 for a 165 m2 unit to approximately JD.
 
66 per m2 for a small 35 m2 core unit. Units with the most
 
expensive costs per m2 are those built by private developers at
 
roughly JD 90/m2.
 

Table 4.6 showt what happens to the affordability of owner built
 
units when the land price is held constant at JD 20 per net r
and the cost of construction is varied. In performing tnis
 
analysi-.-, it is important to keep in mind that research on
 
construction costs has shown that there are only rather limited
 
opportunities to reduce costs (see Technical Memorandum Number
 
11, "Housing Construction Costs and Technologies"). Table 4.7
 
presents some of the ways in which costs might be reduced with
 
the indicated results. Using these reduced costs in the analysis
 
produces only a slight improvement in housing affordability.
 

C. New Sites
 

The Urban Development Department is at present the only housing
 
supplier in Jordan involved in th- design and development of new
 
housing sites for lowe income households. The UDD has
 
implemented these projects with the assistance and collaboration
 
of the World Bank. Even though lower income households are the
 
intended beneficiaries of the UDD projects, there is a strong
 
emphasis placed or, the virtual full recovery of project costs
 
(see Technical Memorandum Number 15, "Housing and Residential
 
Land Subsidies"). It follows that the total project costs to be
 
recovered per household must therefore be closely related to what
 
beneficiary households can afford based on their low incomes and
 
limited financial assets.
 

What can be "afforded" by the target beneficiaries therefore sets
 
an effective upper limit on project costs and expenditures.
 
Given that such a limit exists, more of one project compon2nt or
 
benefit essentially means less of another. As a result, there
 
is a wide range of potentiai "tradeoffs" between project
 
elements. There can in fact be no "correct" or "incorrect"
 
-.luticns related to optimum project design. Final project
 
aecisions alsc, require a great deal of sound professional and
 
cultural judgement and may often be highly political as well.
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Table 4.5: Comparative Costs of Construction for Low Income flousing 

111-1 COST 

Ii-:SI(H ANl SUPERVISION 

1X'AllORI) 
BY 

IJ.I).D1. 
2'0 

;'-FR)I.LYCO EIII IT 
BY CON-uzcrl-

TIRAC'rOR 
.150 

BY 

WN 
150 

90mO I 
IPRIVATE 

Ilui1, 

150 

EIouSr-ITrACIIED 
Y CON- BYBYY 

TRACTOR O-ltitiRm 
150 150 

D)1-"1IIOII:;E-;I.]4IIII;IlAUIII) 
I Y

PII-T 

oIw:It)IFR IIACTOR olwg:ll 
200 200 2)0 

r41 

I).D.OD. 

200 

C IFR11011-.E 
II Cl- I 

TI'ACTOR OwIfIf.R 
200 150 

III DIRICT COSTS 
I SlPUiVl I .SOl 

IUIl IR Ay1*1 14III f1)'II OIN 

I IIUNN IN; COSTS 

D '0 111T AS-BUILT 

S)R111IIC-:S 

, TAXE.S 

500 

76 

25 

139 

25 

25 

320 

76 

25 

39 

25 

25 

200 

0 

110 

0 

0 

90 

1'70 

92 

45 

65 

4.0 

20 

1,70 

92 

1,5 

65 

1.0 

20 

200 

.0 

110 

0 

90 

529 

I1, 

35 

10 

50 

20 

529 

1.', 

35 

40 

50 

20 

0 

RIO 

0 

0 

20 

216 

47 

a 

40 

8 

13 

139 

'7 

8 

90 

0 

110 

0 

20 
I 
It 

EIII ) COSTS 
CO'ST 

• 
OF CAPITAL. 

- --

0 
50 

0 
50 0 /., 

0 

5 5 

- -

0 

-

0 0 

400' 4 0 (}1 6 160 

(I OVwRIIAS 

1IASITE 
_Still TnTAL 

C li1II:CT COS T S 

Rlt. 

35
1959 

-

141 

35
863 

0 

58
60B 

18030.9 

32
1339 

10 

32 
989 

"--

0 

38 
58 

5 88 

30 

1 5,10

50 

30
1133 

0 

10
1,60 

55 .6 

30
728 

5 

20
51 

0 

1.0
11 

1MAI F I|AI.S 439g.67
.
I I I.Afilnr 394.66 46394.66 29085271.199 75.060 2958.00
24'71.99 24'71.99 2193.90 2193.40 2193
1635.75 1635.75 1635.75 0.7' 0.'
1233.78l 1231.78l 1233.78 
180. . 

',(III TOTAL. 664,.05 661,.f05 66l#..0561166.6'5 68}66.65 
 6866.65 4'543.76 1,5",3.76 451-3.76 31,27.'18 31,27.11l .3427.18 1844t.58 1 5d,.8l1 ,m,.'illIJC ITIlIENC
I FS 15.#.."31 137.00
, ft, 229.20 209.42 
 8f). 75 234,.09 196.12 
it. ITS 

"71.25 120.69q 110.911 "7;'.1 '1lOF 
 1 1.8 lt7 
. O164..18 
 1013.33 
 a 997.96 8152.50l 0 402.l"76* 
 41-'3.11l(;IANDITOTAL. 11059.72 961"16.283 7611.62 
 7276.14, 6755.51 
 5220.51 6160.23 5609.00 
 '195B.4,1 3176.:03"}12on. ,77 ,,,
 
e
UINITCOST J.D/M
 7 0 87 6 1 
 15 75::6 2 9 5 .1 9 .1 3 11 

Note: The UDD is a non-profit organization. The figures for profit in this table represent the profilso" thecontractor who is huilding on behalf of UDD 
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Tabl 4.6: Total Housing Unit Cost and Monthly Pryments 
Based on Variations in Construction Costs 

-C- Zones 

Construction 
Cost In JD/m2 

llouse 
Total Unit 

Cost 

yLP I 
Monthly 

-Payment 

[louse 
Total Unit 

Cost 

gype2 
Monthly 
Payment 

llouso Typo 3 
Total Unit Monthly 

Cost Payment 

House lype 4 
Total Unit Monthly 

Cost Payment 

hlouse 
Total Unit 

Cost 

ryp. _5 

Monthly 
Payment 

50 
cc 

60 
65 

13520 
13850 
11200 
11550 

31 
38 
111 
45 

9000 
9100 
9800 
10200 

55 
61 
66 
72 

6833 
7183 
7533 
7883 

18 
53 
58 
63 

6500 
6900 
7300 
7700 

5"1 
60 
65 
99 

1143 
1543 
1913 
5313 

A3 
-17 
52 
56 

70 11900 18 10600 77 8233 67 8100 107 5743 60 
75 15250 52 11000 83 8523 72 8500 115 6113 61 

-D' Zones 

C'allslruct ion 
(.Art in JD/m2 

House Typo I 
Total Unit Monthly 

Cost Payment 

Ilouso Type 2 
Total Unit Monthly

Cost Payment 

[louse 
Total Unit 

Cost 

Pe 
Monthly
Payment 

Ifus-lyie 
Total Unit Monthly

Cost Pament 

[Ol 
Total UnitCost 

lie 5 
MonthlyPymen 

50 
55 
60 
F5 
70 

9500 
9850 
10200 
10550 
10900 

31 
38 
41" 
15 
-18 

6625 
6988 
7350 
7713 
8075 

50 
55 
60 
65 
70 

6625 
6988 
7350 
7713 
8075 

50 
55 
60 
65 
70 

5125 
5188 
5850 
6213 
6575 

50 
55 
60 
65 
69 

185 
1815 
5207 
5570 
5932 

47 
51 
51 
58 
62 

75 11250 52 8138 75 8138 75 6938 01 6295 66 

Iow:. This analysis is based on Table 4 I (aandb). All inputsare kept oonstantexcept the cost of construction. 
The cost of serviced land per net m2 of plot is estimated to be 20 JD/m2. 
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Table 4.7: Unit Construction Costs vs. Material Unit Rates 
Cost Savings 

TYPE OF HOUSE 

ARATWO 

FULLY EXPANDED CORE 

STOREYS 
I65 mZ 

UNIT DETACHED ONE 

90 

FLOOR SEMI-OEFACIIED 

66, 

SINGLE FLOOR CORE HOUSE 

3m 

-

O1ASIC CONSTRUCTION 

0BUILDER.D.D. CONTRACTOR OWNER )EVELOPECONTRACTOR OWNER VELOPER CONTRACTOR OWNER U.D. D. CONTRACTOR OWNF I1 

' 
COSTS JD/r 

z

~~FROMTA D3LENo. 3.1 
67.03 58.71 46.13 80.65 75.06 58.00 90.59 82.49 

2 4 
58.21 

8 2 
90.74 

. 
83.44 

3 4 
61. 'IT 

r l 

nr SCnrTION UNIT RATES 1LASTROW 
C N1 P"FOuCED UN'IT COSTI1 

-,'_ri.,I 1.6 SAVING) 
C 'iFt T : R E 0UCE D UN IT C O S T R~iUCEU. T 
r,iijrnl% nn~op56 
"I(Cf "rNTI-r ICE M°/oSAVING).7 C.!I(rOI,' - rlp 0 U 

' S-IIL Pllrc "'i.SAVINlG) 

i N UCCDUNITCOST 

Sf-EL P.KE M. SAVING) 

FOR IPIORTED SANITARY % INCREASE IN 

65.30 56.90 44 .40 
6. 0 6p.9 .40 

-2wCr- 2.6 -3.0 . . ..- .. 
_7 . 8 7 . 5 6 4 4 .9 8....6 .885 . 4. 

-11.7 -2.01/ - 2 6 . /,00.i........T.6630 57.98 45.40 

-1.1 -I .2 -I .. 

66.54 58.22 4564 

-0.7 -0.8 -. 0% 

79.12 

1... 

7 9 . 7 1797 

1 4 . 
80.12 

. 

8036 

0 1; 

73.3 

.. . . 
39868 

1 
74.33 

.. . 

74.57 

-0.61. 

56.27 

-3.1 

5 
-.. 
57.27 

. 1 3 

57.50 

-0.9 

86.16 

-. 9 

94 

89 41 3.3 
89.86 

-0.8 

9010 

-0.5 

80.76 

-2. I 

1.34 

-1.4 
81 .76 

-0. 

82.00 

-6 

56.48 

3 I 

5 7 057.06 

-2.0 
57 4 

-I 3 

57.72 

O.6 

890 

- .9 

89 .59 

-1 .3 
93 .01 

-0 

90.25 

-0.5 

6:73 

-2. 

82.29 

-1.4 
92.71 

-0.9 

82.95 

-0.6 

r-I 

6.:.'. 

- I 
r. 

--. 

r., 

-0 7 

; 

FR 

PRICE INCREASE 

I*PRTED SANITARY % 

CONST. COST 

INCREASE InI-

0.6 0.8 1.0 0.6 0.6 0.8 0.4 0.6 0.8 0.4 0.6 0.6 

ft ry', PRICE INCRrASE CONIT. COST 
rCd 1 °D',.0P N IlE EOE UCEDUNIT COST

Ij"C[qTA 11k- ST E U N CO.1T 
UTN, LOC L .445 TOTAL /.SAVINGS 
rol 0% DROP IN I'I1,CEOF IlEDUCE{l UNiT CoST 

I.AI MAIIIIALS ONLY TOTAL %SAVINGS 

012 
6 4.55 

3.76 

65 42 

2.4 

0.14 
56.24 

4.2 / 
57.07 

2.8 

0,18 
43.59 

50.9 

5.5%. 
44.50 

3.6 

0.10 
70.34-

3.1% 
79.23 

2.0 

0.10 
72.51 

3.4 
73.41 

2.2 

0.14 
545 

4.4 
56.32 

2.9 

08 
88.14 

2.7 % 
88.96 

1.8 

1 0 
60.02 

3.0 % 
80.85 

2.0 

1.4 
5 
5 .465 

4.4 % 
56.58 

2.8 

0.8 

88a.2 9 

2.7 
89.11 

1.8 

1.0 

8 .4 

3.0 
81 .77 

2.0 

2 

6 . 

64M13 

2 5 
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1. Description of the Bertaud Affordability Model
 

The 	Bertaud Model is a relatively simple mathematical analysis
 

that 	can prove useful in determining the affordability of "sites
 

services" type projects in which the beneficiaries will pay
and 

within some
for on-site infrastructure and construction costs 


form of mortgage loan. 
 The model provides decision makers with
 

an immediate and more thorough understanding of the possible
 

project parameters within the financial
 

It enables the effezts of
 
trade-offs between 


constraints surrounding a project. 


changes in plot size or available monthly payments for example,
 
of land,


to be easily analyzed as well as how the type 

can be varied
infrastructure and construction of the housing unit 


within given financial constraints.
 

planni. and
 

can help reduce tedious,
 
The model is most valuable in the project 


preliminary design phases because it 

quick consistency test for


long hand calculations 	and provide a 


layouts being considered for alterntive

the actual values and 


sites. As a project develops, more and more precise data can be
 

the analysis and a continual check on project
inputed to 

The model can also be used to analyze
affordability maintained. 

standards and regulations cr plot
the impact of land use 


development costs.
 

The model has a basically simple structure which can be
 

include greater detail as desired. A

progressively extended 	to 


in the

simple graphic representation of the model is shown 


nomogram in Figure 4.2. Affordable monthly payments and mortgage
 

the one hand, while land
 terms determine the capital 	available on 


on-plot construction cost, and 
areas
and infrastructure costs, 

including open and circulation space,
fr'- public facilities, 


link between the

determine the capital needs 	on the other. The 


as the
 
two sides is provided by population density expressed 


number of households per hectare. Multiplying the required
 

average individual household

population density by 	 the 


the total capital sum of
 
contribution should therefore equate to 


the project assuming that no subsidies are to be involved.
 

The model can be of considerable help in investigating a wide
 

in determining their affordability.
range of shelter options and 


It can be used in policy discussions, project identification and
 

monitoring and
 
preparation, project 	 appraisal, and project 


does 	not however identify optimal projects, or
 
evaluation. 	 It 


on the demand for housing or residential land.
 generate data 


works using an IBM/PC

A complete description of how the model 


in the document "A Model for the
 
computer can be found 


Physical Development Alternatives for Urban
 
Preparation 	 of 


Affordability 	Submodel
Settlement Projects (The Bertaud Model)", 

the World Bank. The most
 

Part II, by Marie-Agnes Bertaud for 

as well as the
 

important information contained in this document, 


model have been included in 	this memorandum

formulas used 	in the 


as Annex 1.
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Figure 4.2: Graphic Representation of Bertaud Mode): 
Relations Between Monthly Payments. Density and Plot Size 
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Table 4.8: Affordability Analysis of Sites and Servicet Type Project 

1ASTER: .,; D or Develocers Proi ., Sites end 5E, Date -.-- '
 

AND USE CHARACTERISTICS,
 
ite area in dunums 150 Non-develo~ale area in m2 Developable area in m2 150000:
 

:ultural Net area 5ales Commerce Net area Building Sales Net rae5icntial area in m2
 

ocilities in m2 price/m2 facilities in m2 1Cost/m2 Iprice./m2 from program or measured from plans
 

chols 3000 Retail sales 7500 40 Non-marketable land I m2
 
[ealth 800 Bulk sales Circulation are s 30.00 45000
 

losques 600 Crafts Perking areas 0.30 450
 

enter 4000 Services Oreen spaces 3 00 4500
 

ther 7000 Other Public spaces 1.70 2550
 

otal 15400 0 Total 7500 0 300 Total 35.00 52500
 
12 Non-resid.land 35231 M2 total residential land 114769 M2 net residential land 74600
 

AND AND INFRASTRUCTURE COSTS Lend Site On-site Off-s5ite Other
 
price prep. infrastr infrestr. costs 

esic development costs 10.00 0.75 1.50 0.20 
ontingencies and unforseens (%) 5.00 5.00 5.00 

ees and supervision (M) 10.00 10.00 1000 
inencing costs (W) 11.00 11.00 
ornplate item cost/gross m2 of site 11.00 0.96 1.92 0.21 0.00 

otal developed land cost/Uross m2 if site 14.09 Developed land cost/net m2 of site 25.75 

,LOT SIZES AND HOUSINO UNIT CONSTRUCTION 
8 

1 

ousing unit type 
of total plots/type 

lot size in m2 

Total 
100.00 

Type #1 
15.00 
112.00 

Type 02 Type #3 
50.00 
150.00 

Type #4 1Type 5 
20.00 
200.00 

1 Type-6 Typez7 
15.00 

300.00 

Typ e 

lb.of plots/type 
b.housing units/plot 
rb.units/type 
lb. plots/ha. 

422 

422 
37 

63 
1 

63 
Nb. 

0 

0 
units /ha. 

211 
1 

211 
37 

0 84 
1 

0 84 
Density / ha. 

0 

0 
239 

63 
1 

63 
Pop. 

0 

0 
2743 

12 builded area 25.00 25.00 40.00 50.00 

onstruction cost/m2 55.00 55.00 50.00 60.00 

ontingencies
inencing costs 

(W)
( %) 

15
I11 

15
I I 

15
I11 

. 15
11 

12 cost+ contingencies 
12 cost+contin. +finance 

1581 
1755 

0 
0 

1581 
1755 

0 
0 

2300 
2553 

0 
0 

3450 
3830 

0 
0 

; developed land cost/unit 
leveloped land cost/unl 
otal cost/unit 
ales priceor %profit 
alculated 2 profit 

4a1" price/unit 
ales price/m2 built 

100 
2884 
4639 
-10 
0.00 
4175 
167 

0 
0 

0.00 
0 
0 

100 
3863 
5618 

-5 
0.00 
5337 
213 

0 
0 

0.00 
0 
0 

100 
5150 
7703 

0 
0.00 
7703 

193 

0 
0 

0.00 
0 
0 

100 
7725 
11555 

5 
0.00 
12133 
243 

0 
0 

0.00 
0 
0 

IROJECI COSTS JDX1000 Z REYENUES JDX1O00 % RATE OF RETURN 

,and 1650 54.04 Housing units 2808 90.35 Year %Exp % Rev. 

nfrastructure 464 15.20 Facilities 300 9.65 1 30 20 

on-truction 939 30.76 Total project 3108 100.00 2 55 30 

Housing 
Facilities 

939 
b 

3 
A 

15 30 
20 

otnl project 3053 100.00 Develop profit 55 1.79 Z IRR 2.81 
= FiFORDABILITY Type"I Typ -2 Type 3 Type-CA Type-5 TYpe#6 Type8 

0ownpeyment 10.00 10.00 I1 00 10.00 

early interest rate 8.50 8.50 850 11.00 

epeyment period 18 18 18 15 
lonthly payment 34.03 0.00 43.49 0.00 62.77 0.00 124.11 0.00 
ratio to monthly income 33 33 33 33 
te]ulred monthly Income 103 0 132- 0 190 0 376 0 

"E. A\P A!.E e~.'~ 



2. Application of 
the Model 	to 
a UDD type project
 

As previously 
 stated, 
 the model 
can be very effective
planning tool 	 as a
in the development of "sites and service"
projects. 	 types of
An abbreviated and somewhat modified version of
model the
has been used 
 in this memorandum 
 to analyze
affordability 	 the
of a hypothetical UDD type project based
presently available 	 on data
to the Shelter Unit. 
 The results of two 
 of
the many posible runnings of the analysis are 
shown in Tables 4.8
 
and 4.9.
 

One of 
 the key relationships that the Affordability Model
thoroughly 	 can
analyze is 
the relationship between the
percentage 	 amount or
of "non-marketable- land 
(i.e circulation
space) 	 and open
and the affordability of residential 
plots based
size. 	 on their
Reducticns 
 in circulation space increases the
plot 	 total net
area and 
the number of plots included within a
This 	 given site.
obviously 	has a 
positive effect 
 on affordability.
4.10 shows 	 Table
how the required monthly income 
is affected
percentage of circulation and open space increases from 
as the
 

50Y 35% to
of the total 
site area. If circulation and
35% 	 open space equal
of the total 
site area 	for example,

income 	 the required monthly
for a 150 m2 
 plot and basic core unit 
 under
conditions 	 LIDD type
as shown 	in Table 4.8 
 is JD 132. If 
 circulation
and 
 open space increases 
to 50% of 	the total site area,
required monthly income for the 	

the
 
same plot 	and 
core unit
JD 	 becomes
166. 	 In 
this case, each percentage point for circulation and
open space adds JD 2.3 
to the monthly 
income required.
 

Under 
the same changes in circulation and open space, the monthly
income required by the 300 m2 plot would 
increase from JD 376
JD 471. For 	 to
every percentage increase in non-marketable area, 
the
monthly income required increases by 6.3 JD/m.
 

3. 
 Impact of Zoning Regulations and Physical Planning Standards
 

In general, the 
affordability of 
infrastructure development
local authorities 	 to
has been of relatively
Jordan. 	 little concern in
Outside 
ol UDD projects 
in which the beneficiaries pay
the full cost of 
 on-site 
 infrastructure 
development,
interest 	 limited
has been 
paid to the potential impacts 
 of existing
standards 	and 
regulations on development costs.
 

The 
 primary objective of planning regulations has always been to
enhance 
 the built environment and to 
 ensure 
 that development
occurs 
 in a desired way. 
 Regulations 
for residential
development 	 land
in urban areas 
within Jordan attempt to acheive this
by specifying minimum plot sizes, 
 frontages,
heights, minimum road widths etc. 
maximum building
 

The cost and affordability
implications 
 of these development 
regulations 
however 
 have
generally 	been overlooked.
 

9_2"1
 



Table 4.9: Affordability Analysis of Sites and Services Type Project 
Date ME'-87Proiet. Site- a-, erv ic-lASTER: U.D D or Deve ooers 

,AND USE CHARACTERI5TIC-S 
,ite area in dunums 150 Non-develooable area in m2 Developable area in m2 150000 

uiturol Ne',area Sales Commerce Net area Buldling Sales Net resioential area in m2 

acilities in m2 price/m2 focilitie 	 in m2 Cost/m2 price/m2 from proram or mmured from plans 

7500 40 Non-marketable land % m2Zhcwis 3000 	 Retail sales 
Bulk sales Circulation arees 45.00 67500lealtn 800 

Parking areas 0.30 4501osques 600 Crafts 
:enter 4000 Services Green spaces 3 00 4500 

Public spa= 1.70 2550rther 7000 	 Other 
.otal 15400 0 Total 7500 0 300 Total 50.00 	 75000 

52100i2 Non-resid.land 45800 M2 total residential land 104200 M2 net residential land 
Land Site On-site Off-site Other.AND AND INFRASTRUCTURE 	 COSTS 
pric! prep infrastr. infrastr. costs 

10.00 0.75 1.50 0.20asic oevelopment costs 
5.00 5.00 5.00wontingencies and unforseens (Z) 

10.00ees ard supervision () 	 i0.00 10.00 
(M) 	 11.00 11.00inancing costs 

,omplete item cost/gross m2 of site 11.00 0.96 1.92 0.21 0.00 
35.47

'ntal developed land cost/gross m2 of site 14.09 Developed land cost/net m2 of site 

)LOT SIZES AND HOUSINB UNIT CONSTRUCTION 
5 Type6 Type7 Type#8

iousing unit type Tote! Type 0 1 Type #2 Type 03 Type f4 I Type 
15.009 of total plots/type 100.00 15.00 50.00 20.00 

)lot ,ize in m2 112.00 150.00 20000 30000 

44 0 147 0 59 0 44 0
b.of plots/type 295 


1 I 
 Ihousing units/plot,b 	 I 
59 44

4b.units/type 295 44 0 147 0 0 	 0 

28 Nb. units /ha. 28 Density / ha. 184 Pop. 1915
qb. plots/ho. 

50.0025.00 I 40.0012 builded area 	 25.00 
-,r-,:ructicn cost/m2 55.00 55,00 I 50.00 6000 

15 15
;ontingencies (%) 15 	 15 

11 	 11
inencing costs (%) 11 11 	

01581 0 2300 0 345012 cost+contingencies 1581 0 	
00 2553 0 3830

12 cost contin.+finance 1755 0 1755 
I00 100Z developed land cost/unit 100 100 

10642 0
Developed land cost/unit 3973 0 5321 0 7095 0 

-0 9648 0 14471 0
Total cost/unit 5728 0 7076 

0 	 5Sales pric or %profit -10 	 -5 
0.00 0.00 0.00 0.00

Calculated Z profit 0.00 0.00 0.00 0.00 
6722 0 9648 0 15195 0

Sales price/unit 5155 0 
241 0 304 	 0

Sales price/m2 built 206 0 269 0 

PROJECT COSTS JDX 1000 % REVENUES JDXiO00 % RATE OF RETURN 

1650 59.56 Housing units 2459 89.12 Year 9 Exp. % Rey.
Land 

1 30 2016.76 Facilities 300 10.88Infrastructure 464 
Total project 2759 100.00 2 55 30

ronstruction 656 	 23.68 
3 15 30

Housing 656 
4 	 20

Facilities 0 
IRR 0.00

Total project 2770 	 100.00 Develope rofit -12 -0.42 _ 

Type f1 Type#2 lype3 Type4 Type 5 1Type6! Type7 Type 8
AFFORDABILITY 

1000 10.00 I1000 10.00
Downpayment 

11.008.50 8.50Yearly interest rate 850 
18 15

ReDpament period 	 18 18 
54.78 78.62 	 0.00 155.44 0.00

Monthly payrrent 42.01 	 0.00 0.00 
33 33Ratio to monthly income 33 	 33 

0 238 0 471 0
Required monthly Income 127 0 166 

BEST i, c.'r r; , 



Table 4. 10: Impact on Reguired Monthly Payments Due to Variations 
in Project Parameters 

X N on - mar k e ta ble -'- co m e
Area (i.e. circulation -' d Mo -t l In
Plot Type I Plot Type 3and open spam) Plot Type 51 12 m2 Plot Type 71 5 0 m2 2 00 m2 3 0 0 m2 

35.0 103 13237.5 180 376106 
 13640.0 196110 388141 
 203
42.5 401
113 
 146 
 210
45.0 416
117 
 152
47.5 219
122 432
159
50.0 228
127 45!
166 
 238 
 471 
Note: In this part of table, land cost is 10 JD/m2 of the total site area, d infrastructure costis 1.5 JD/m2 of the total site area. 

Gross Land Cost Plot Type I Plot Type 3 Plo--tT ype 5IndD/m2 Plnt Type 7112 m2 150 m2 2 00m2 3 00m2 
10 
 110 
 141
15 203 
 401
137 
 16o 
 258
20 509
165 
 219
25 312
192 617
258 
 367
30 725
220 
 297 
 121
35 833
247 
 335 
 476 941
 

Note: In this part of table, non-marketable land I: 40, of the total site area,and infrastructure cost is 1.5 JD/m2 of the total site area. 

On-site Infrastructure Plot Type 1 Plot Type 3Cost InJD/m2 P T1pe 5 Plot Type 7112m2 150m2 200m2 300m2 
1.0 
 106 
 136
1.5 197 
 389
110 
 141 
 203
2.0 
 401
113 
 145
2.5 209 
 414
116 
 150
3.0 216 
 427
 

250 

119 


222 
 439
 
Note. In this part of table, non-marketable 
 land is 40% of the total site area,
and land cost is 10 JD/m2 of the total site area.
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Assuminga that x.;-preMt cCsts are to be re=o.,ered directiy
.c 

from the beneficiaries, the legal development of lard under
 
existing regulations is already too costly for many households
 
and in particular for low income households many of whom are
 
subsequently forced to look for housing opportunities in
 
unauthorized and unserviced areas. This type of development has
 
been occuring on a fairly large scale in the Ruseifa area (see
 
Technical Memorandum Number 10, "Residential Land Use Analysis").
 
One can argue therefore, that while the present standards and
 
regulations have generally been effective, they have not been
 
fully able to protect the physical environment. They may even 
have led to its deterioration in some cases by forcing lower 
income families to become "squatters" and/or to completely 
disregard any'zoning regulations or controls. In order for land
 

subdivision regulations to be effective therefore, it is
 
essential that they be affordable by the population group for
 
whom they are designed.
 

Standards and regulations affect the costs of development in many
 
ways. Existing land use regulations for minimum plot sizes, road
 
widths and required areas for public space determine the amount
 
of privately owned, saleable and taxable land. In Jordan, the
 
Government can claim up to 25% of the area of a parcel of land in
 
urban areas as compensation for roads and public facilities.
 
This percentage is generally insufficient to meet land use needs
 
for any circulation and open space. In many cases, the relation
 

between plot boundaries and roads does not allow this percentage
 
to be taken equitably from each plot. As a result, the
 
government becomes involved in paying compensation for a good
 
part of the land it needs. The result of these procedures is
 
that only a small part of the capital costs of roads and other
 
infrastructure networks are recovered (see Technical Memoranda
 
Number 10 "Resedential Land Analysis" and Number 15, "Housing and
 
Residential Land Subsidies").
 

Higher standards for roads also translate into more and
 
infrastructure costs for the government. To give an indication of
 
how these costs can vary, a simple analysis was developed and has
 
been presented in Table 4.11. As expected. simulations using the
 
data in Table 4.11 have shown that overall infrastructure costs
 
increase as plot sizes become smaller. This is due to the reduced
 
block depth and the need for a greater number of roads cr
 
footpaths to provide access to a all plots. Carefully considered
 

reductions in site development standards could however, offset
 
these increases in overall infrastructure costs. They could also
 

reduce the infrastructure cost per plot with an accompaying
 
improvemnt in affordability.
 

The results of Table 4.11 are based on a total site area cf 200
 
dunums with 40% "C" zoned plots and 60V "D" zoned plots. All
 
plots are served by roads having rights-of-way and paved areas as
 
ahown in the table. Based on the inputs for these road, the area
 
for circulation is calculated to be 34.2%. The total percentage
 
for nOn-marketable land including open spaces is 42.20%.
 



Table 4.1 1: Impact of Land Use Standards on Infrastructure Costs 
Site Characteristics Non-marketable AreasTotal site area in dunums 200 Green space 

M2 
5.00 10000 

Public spaces ( st est) 3.00 6000Circulation areaTotal Residential Area in M2 45.00 34.1 1 68220115780 Total non-marketable area 42.11 84220Residential Land UseResioential plot type Total z I #2 #3 #4 #5
Percentage total plots 
z6 

100.00 40.00 60.00

Plot size in m2 
 500.00 300.00Number of plots 305 122 183 0 0 0 0Plot frontage in meters i8.00 15.00
Number of plots / block 6 7R.O.W.of access street 16.00 14.00
 
Vehic. street ( I ), footpath (2) 1 1

Width of pavement 
 900 7.00R.OW of secondary street 26.00 18.00
 
Yehic. street ( I ), footpath (2) 1 1
Width of pavement 
 16.00 12.00Network length / land use 2263 2640
M2 footpaths / land use 

0 0 0 00 0M2 paved footpath/land use 0 0 
J 

0 
0 0 0 

0 0 0M2 street / land use 36483 31920 0
112 ayed street / land use 21522 18078 0 0 
0 0 0
 

Total m2 circulaticn area 0 0
68403 Percentage circulation 34.20 Units/ha. 15.25 

Infrastructure Costs 
 Unit Cost Quantit Total Cost Z Cost JD/net m2 JD/tot.m2 
Footpath Area 5 0 0Paved Footpaths 0 0 

000 
000 

0.00 0.002 
Vehicular Street Area 0.00 0.006 68403 410418 55.60Paved Yehicular 5treets 3.54 2.053 39600 118800 16.10Water Supply 1.03 0.5915 4903 73545Electricity 9.96 0 64 0.373 4903 14709Sewage 25 

1.99 0 13 0.07
4903 122575 16.61Total Costs 1.06 0.61Resi~ential plot type 740047 100.00 6.40 3.69#1 #2 #3 #4 5 6
Cost per jlt 3200 1920 0 0 _ 0_ 0_ 
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The total number of plots within the area is calculated to be
 
3G4 . Unit costs for infrastructure are rough estimates obtained
 

from a local engineering firm. Based on these land use and cost
 

inputs, the cost per m2 of overall site area is JD 3.69 /m2 and
 
per net m2 of plot, JD 6.39 /m2. The average cost per plot is JD
 

3195 for the "C" zonrd plots and JD 1917 for the "D" zoned
 

plots. Reducing the right-of-way for secondary roads from 26
 
meters to 18 meters and that for access roads from 16 meters to
 
14 meters, increases the number of plots to 318 and reduces the
 
cost per m2 of total site area to JD 5.76 /m2 and per net m2 *of
 

plot to JD 3.48. The cost to a "C" zoned plot is JD 2880 and to
 

a "D" zoned plot is JD 1728.
 

The point to -be made from all of this is that more careful
 
consideration of the need to conserve and more efficiently use
 

available resources could result in considerable savings in land
 
and development costs that would benefit the government and still
 
provide adequate value to inhabitants and protection of the
 

physical environment.
 



CHAPTER V: PROBLEMS FACED IN OBTAINING AFFORDABLE HOUSING
 

Urban households in Jc.rdan face several significant problems ir
 
obtaining affordable housing. These include the high cost of
 
land, the high downpayment requirements for housing finance and
 
high standards and construction costs.
 

A. High Land Prices
 

High land prices and large minimum plot sizes required by
 
existing zoning regulations have resulted in very high
 
"threshoild" costs Ior the purchase of legal sized residential
 
plots in urban areas. Equally important, they have had a very
 
significant impact on the way in which people build and the type
 
of housing units produced. It is an important reason for
 
example, why most housing units in Jordan are found in multi-unit
 
buildings.
 

Since no financial institution provides loans for the purchase of
 
land, households are obliged to rely on inheritance, savings,
 
remittances, inter-family loans and other cashed-in financial
 
assets to obtain residential land on which to build.
 

Figure 5.1 shows exactly how difficult it is to obtain a suitable
 
plot if the only source of funds for financing the purchase of
 
land comes from savings of a part of monthly household income.
 
To simplify the analysis it iG assumed:
 

o that households will settle in different residential
 
zones according to their income;
 

o that the population densities in these differeit zones
 
will be relatively the same, given the lack of any density
 
controls in the existing zoning regulations, and that as a
 
result
 

o the percentage of zoned residential land by type can
 
be measured along the same line as income distribution.
 

The exariple used in Figure 5.1 is based on the distribution of
 
residential zones, household income and estimated land prices
 
found in Amman in 1986. In this very brief analysis, 13% of
 
Amman households, mainly those with the lowest income:, will live
 
in "D" zones which in turn include 13% of the zoned residential
 
land area: 24 % of households higher up the income distribution 
will live on the 24% of the land zone "C"; and the remaining or 
highest income households will live on "A" and "B" zoned land. 
To make the analysis even simpler, 'A" and "B" zoned land are 
grouped together under the lower zoning requirements of "B" zoned 
areas. While the assumptions used in the analysis are 
considerably simplified, the result reflects reality in that a
 
household"s financial situation "ill greately determine the
 
location and size of land it will be able to purchase for
 
housing.
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Figure 5.1: Estimated Level of Savings Required to Obtain a Legal Sized Plot at 19ab Prices 

( Analysis for Amman Based on Income Data from the 1985 Jordan University Survey) 

YEARS OF SAYING REQUIRED 
AT 25% OF INCOME 

60
 "D"TYFE PLOT "C' TYPE PLOT "A' & "B"TYPE PLOTS 

63% OF TOTAL ZONED AREA 
750 M2/PLOT 

13% OF AREA 249 OF ZONED AREA 
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Monthlg Income MonthlU Income 
JD91 JD 130
 

Percentile Distribution of Income and Area 



The purpose of. Figure 5.1 
therefore, is simply to point out 
some
of the implications 
 that present zoning regulations and land
costs have on 
affordability and 
the threshold costs of land. This
is expressed by the number of years required 
to purchase a legal
sized plot based only on household savings of 25% of 
a household,
monthly income. 
 The diagram clearly shows 
the difficulty that
even 
middle income households have in purchasing 
"B" type plots
at present 
 land prices. It would take 
a family at-
 the 40th
 
to obtain a "B"
 

percentile for example, almost 50 years of saving,

zoned plot costing 25 JD/m2 and almost 30 years
cost only 
 if the same plot
15 JDs/m2. Clearly, land affordability to 
families who
do not already 
own land or whc do not 
 have considerable
supplementary financial 
resources 
in addition to their 
incomes is
a serious constraint 
to obtaining decent and 
legal housing.
 

B. High Downpayments 
 Required under 
 Existing Financial
 
Conditions
 

As a condition for all housing 
loans (except those 
offered to
beneficiaries 
of UDD and Housing Corporation 
projects), 
 the
Jordan Housing Bank requires that 
the land 
on which any building
is to be built already be 
in the legal possession 
of the
 
valued by the Housing
 

borrower. The market value of this land is 

and counts toward
Bank the 25% downpayment on 
the total value of
the house required by the Bank. 
 As seen in 
the results 
of the
National Household Survey and 
in the previous analyses,
share of land cost in the


the total cost of the 
 housing unit is
generally greater 
 than 25% 
 and may even reach as high as 65X.
This presents a 
very difficult burden for 
those households who do
 not yet 
own any land.
 

C. High Standards and Construction Costs
 

As underlined 
 by the results of the 
National Housing 
 Survey,
Jordan's housing stock 
 has experienced a 
 significant 
overall
improvement 
 during 
the recent period of economic 
boom. General
housing standards and 
aspirations have 
now become quite high.
 

As previously pointed out, 
 the average unit size 
 of recently
built housing in Greater Amman is close 
to 123 m2. For 
 other
urban areas, 
the average size is roughly

these 90 m2. In both cases,
sizes represent very ample space 
standards. Virtually all
new 
 housing units (including units being built in newly 
 forming
and unauthorized subdivisions) are 
now built out 
 of reinforced
concrete, include modern plumbing and electricial facilities, and
are 
quite often faced with stone. 
 Both the political and social
pressures to continue these 
rather high housing standards are at
 
the moment quite strong.
 

In addition the 1979 zoning and planning regulations require very
large plot 
 sizes that encourage a 
 maximum d. velopment of the
allowable 
plot coverage area by building 
multi-unit buildings.
This encourages households to 
literally build 
over their heads
while considerably increasing the amount of cash 
and / or equity

that is required.
 



LostS an11, "Housing Construction
Technical liemorandmiT, Number 

costs and trends in some
reviews constructionTechnologies" in 

stated, the 
do not need to be repeated here. Simply

detail. These two major elements: 
cost, of construction essentially includes 

materials and labor. 

a large number of factors 
The costs of materials depend on 


not materials
market availability, whether or 
including quality, 
 etc. Certain
 
imported, transportation costs, 
are locally made or 
 indicated
 

ways in which construction costs might 
be reduced were 

on
impacts

in this memorandum, although their actual 


earlier 

These included reducing
not very significant.
reducing costs was of
in the cost
A 10% reduction
and steel.
the prices of cement 


reduction in the total 
would result in about a 2.6% 
cost
 

cement 
 cost would
a 10% reduction in 
For steel reinforcing,
of a house. 

cost of the unit. Other
the total
in a 1.1% reduction in
result 


costs could be reduced might include the
 
in which material
ways 
 limited
 

of some building components,

standardization 


of certain small sized elements, 
stockpiling of
 

prefabrication 

materials etc.
 

largely supply and demand dependent. 
At the
 

The cost of labor is 

the general slow
 have been declining due to 
moment, labor costs 


are also official measures being
 
down in the economy. There 


of foreign

aimed at limiting the number
that are
considered 
 If
 

many of whom are working in the 
construction sector. 


workers, 
 raising

these restrictions would have an 

effect on 

implemented,. 


the future.
costs in
construction labor 
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GENERAL 

The first part of the questionnaire was desigred to obtain 
general information about housing developers in Jordan. its 
intent is to develop "profiles" of the major types of housing 
developers based on indicators such as: size of the 
 firm, 
ot.wnershi p, registratict,. e! Lime of activities, location of 
activities. size and price of housing units. size of capital. and 
the ty',pes of constrict ,n activity. 

Based on the resul Its of the survey, there appears to be four 
principal types of developers: 
1. 	Individuals who are unregistered with a small output and rely 

on relatively limited capitaI. 
2. 	Companies renistered as trading companies with housing as part
 

of their activities, small output and adeqUate capital.
 
2. 	Contractors who build housing in order to keep their equipment
 

and staff operating.
 
4. 	Formal housing developer companies, some of whom have their 

savings programs. 

The survey was successful in capturing information on each of 
these different types of developers. 

The first few survey questions include company name, the date of 
the interview, the person interview;ed and his position in the 
conpany. This information is useful for maintaining future 
contacts and updating information. This data is also significant 
if a datahase of hUs.irg deve]lopers is to be compi led and 
p-iod0cally updated. It is suggest.ed, however, that futu-e 
queF tionraires inc lude the Dlepartnie.it of Statistics' standard 
discretion statement referring to Law number 7414 of 1 5. 
Clear rrce from the DDS may also be des2.able to obtain increased 
Pnd more open responses. 

A lthouh the distribution of develooers is not statistically 
significant, it appears that the su-vey bWas s uccessfLIl in 
rec ring a go'.,d rLfiier of smal ler . *div dual de.,e opers. The 
surve/ =howed for e;.aepl e that 27.7% cf the de'velopers responding 
to the ques tion,IIai re wjere r,CdiviC.al s arid also tr e sa.me 
perce Lntage viere unres-c 1stered. F.ougr, y b0% of all developers
prc.duced an averaqe of Iess than 10 urits per year. Given as welI 

L stra Il deI 1JO-I d 
Hrusiriq Danl arid the fact that mc,Et of .on w er 

t 1 he r ope- be 1 esa likely to contact the 
the o,.c, ar 

developers were deliberately included in the sur.ey. the real 
number and proportion c,f smaller developers sriou Id be 
considerE.bly hiaher than indicated in the sLIrvey. These couIld 
cn!.,, e identified 
 over c period of time and witr. active 
r.cl er.,ent of the! Houirg Bari. .his task would be facilitated 

t - ir,5t.tLti,)n of ari asociation Tor housang developers. 

The size of developer companies varied from the single owned and 
opera ted compoiniesi 1,.4) to companies having over 15 permarent 
employees (29%). Fifty percent of companies were registered in 
the Anman gove-n -rate arid with the Ministry of Trade rid 

,..', ('
BEST ...., UMiENT,;N
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]nduetry. There was a significant nunber 01 tnregi s t L.red 

outside tIe fcormal
compnrjies (-..1%) indicating operating companies 

Ifar't . lh t ujori ty of cnmparies (27) were ird vidiia | ly 

were not rcistered.
I-exs tercd I-hilp an eqal number 

theirJordan isof developers in
characteristicAnctiher tothe developers respondingAlmost 6(0/. of

relatively younq aqe. 
i' &). Ihe ma) oritV of 

began their operations after
the stirvey the1990, while 

(56;Z) started their practice before 
cc.nparies means2. 1 his 

griUp (7.-4.) began bet.eer, J8"' and FIQ 
rio::t ]iArge 

during the housing boom in Jordan when 
most of then startedthat to middlehosI-ing unitsbuild and sell 

it ws relatively easy to 

and upper income fami lies. 

periods of Lonstruction ard the 
Prlry develope'rs alternate between 

on a newwill not embarktheir units. They
C,1,,31Cr iI z:3tion of cf the are sold. Since most 

0rlt Ji previOuLS unitspr(i)(rCt the pattern is 
their own capital for construction,

deve'~loper. use 
again.and start to build

ti, , Id and slc-l units 

for the housing
the main aographical arear:ot surprisingly. 

be tne Amman Bcalq- Governorates.
1-as found -o 

terms of popu lation concentrationde'r,- ers activity and 
Uhi le this Taes sen-e in it may alsc' reflect the lact that 
!cLu!ng cc,nstrttction activity, 


the central office

branch offices rearer to were 

Housing Bank the survey. The 
ac tive Jn foll owing LIp and e::ecuting

ncs t notb-1 branch offices does 
-f the questionnairedistribution of H.usirg Barik br. n ch 

the wide distribution -r, t,-.ry reflect 


offices throuchc,ut Jordan.
 

125 to 140 m2 
size Of housino uIltF ranged frcm this 

Tne a.rane 3urv'ey' cf 1986
of the H,=tiona'. Housing

to the results -cinIpzres in
si-e of the hou-ing unit bilt 

tnot the average,..ich showed 
the same period was 125 r2. 

th-z e&or ,r,.- o'e, appro".,T,&t-y' in thewere bufldir gthat dE.,elooers 
this period.it 5s ,ncirer indication 

of the hoLusing units produlced during
Tid-rengC 

= e of over -.C" I-,ousir,g uri ts in 
C.St -c:.parife produced an a.er-rA 

of unitsThe rnnu;1 averagie number
between 1?79-19E.7.tc- yers 

6 and !0 units. The a.verage
wa mostly betweerfTr t re same period 

I JD. This clearlybetween 1Z.K,:j,20.units rangedc,c.=_t of these re./eloperssold by the 
ted that the majority of ur,2.

IruiI. 
were not for lower income fami lies. 

irte-vie,.jed 

activitiesdevelopers rousirog
lh- ,--r, ueoo-alical area for 

wi
c lear] a 

tre Ammar-BE lqa Governorates. While this is 
r, 

to build housing Unr:its for sale 
of opportunitiesr-flctior. it nay ?lso be due 

population connentr-ation.to the large,c-ated the fact that m, re 
- and/or responded to thet 1east jr, terms of the SLr,vey results- to 

Jr, these Governorates receivedir...el opers size oT the targetedthe tctal samplequr.st2onraires. Since 
to mal:e any statementsit is difficultIs uni-nown.de.-elopers 

of their activities. Although it males sense 
.- ,hc(It the location 

area. 
th,:t MOst would ' e workirg in the G -eter Amman 

BEST AVAILABLE DOCUMENT 

/
 



A] thoLIgh the survey q",'tjon dea Iino with t he level ofcapitalization 
 of the compinv did not yield 
good resuI
detailed ts for
items, it offered satisfactory results for 
 the total.
The 
 majority of respondents (C7%)claimed 
 levels of capital

between 50,I'OC0 and 150.000 JIDs. 



-------------------------------------------------------------- -----------------

---------------------------------------------------------------------

--------------------------------------------------------------------

--------------------------------------------------------------------

-------------------- ------------------------------------------------

---------------------------------------------------------------------

----------- ------ --------- ---- ------------- -----------------------------

---------------------------------------------------------------------

---------------------------------------------------------------------

Table G1
 

BRANCH BANK LOCATION
 

Valid Cum 

Value FrequencY Percent Percent Percont
Value Label 

1 27 54.0 56.3 56.3
AMMAN 


2= 	 10.( 10.4 66. 7 
ZAROA 

4 8.0 8.3 75.'.
IRI1D 

12 '4. 25.: I'.4E'ALOA 
: 2 4. ". MISS I NG

NO ANSWER 

!5' 1(.':'.') I t') .C(TOTAL 


Table G2
 

POSITION IN COMPANY
 

ValIi d C1.mi 

Value Label Va 1Lie Frequency Fercen t Percent Fercen t 

1 14 28. 35.9 35.9
GENEzAL MANAGER 

5 10.0 12.3 48.7
E1F'L OYER 
OWNE.R 	 3. 9 18.:) 23.1 71.8 

4 1 2.0 2.6 74.4
AGENT 

4 e.0 10.2 84.6
INDIVIDUAL OR FREE 5 

6 12.: 15.4 Ii:(W.. C)
ENER-L MANG.& OWNER 	 6 

0 11 22.0 MISSING110 AIJSWER 

TOTAL 50 1 (' ()"10.0 

Table G3
 

NUMBER OF PERMANENT EMPLOYEES
 

V'a 1 id Cu m 

Va] LIe Label Va l ue FreqLency Percent Fercent Percont 

8.(' i(1.8 1. a1 4 

[-4 ] - & 12. 1. 2 27.
 
[ 5-9)].3 i 8.0 2'4. _ 51 .
 

alone 


7o.24 7 14.1:' 1E:.9S10-15] 
II 22.0 29.8 1I(P).'[ l55 	 5 


0) 1. 26. I MISSING
NO ANSWER 

TOTAL 5. 1:(0. 1'6. 

BEST AVAILABLE DOCUMENT
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------------------------------------------------------------------

-----------------------------------------------------------------

-----------------------------------------------------------------

-----------------------------------------------------------------

-----------------------------------------------------------------

------------------------------------------------------------------

-----------------------------------------------------------------

----------------------------------------------------------------

-----------------------------------------------------------------

--------------------------------------------------------------------

-----------------------------------------------------------------

Table G4
 
DATE OF STARTING OPERATION
 

Va I i d CU~M
 
ValuLe Label Value 
 'requency Percent Percent Percent
 

F'FE-8ic' 18 36.: 42.9 42.9
 
80-82 
 2 17 34.0 4&:.5. 

- 5 11.0 1.9 95.: 
6 b8 4 2 4.0 4.7 mo.o
 

NO ANSWER 
 8 16. u MISSING 

TOTAL 5) !(('1.1) (1i.1 

Table G5
 

WHERE THE COMPANY IS REGISTERED
 

Va L12
d 
 Cum
l Vuealue FreqUenc Percent Percent Percent 

AMMiAN 1 25 5.0 55.6 55.6 
-E41 2 4.0 4.4 60.0 

4.0 4.4 
 64.4
 
NOT REGISTERED 
 4 14 28.0 1. 95.6
 
MINISTRY OF TRADE . 5 2 
 4.0 4.4 
I M[E'S TRY
 
NO ANSWER 
 0 5 10., MISSI NG
 

TOTAL 1I:1'). 0 10.".0 

Table G6
 
TYPE OF COMPANY REGISTRATION
 

Labe 
 Va l Cure
 

/ . ue Label 
 Value Frequency Percent Percent Percent 
TF:AD ING 
 1 4 8." 9.1 9.1
 
IIr)II DUAL 
 2 12 24.0 7 :6.4 

CO NJTfr R A .0 47ACTOR 5 I . 7 
CONTRACTOR B 4 2.')

COPTPACTOR C 5 6 12.:' 13.6 66 

PEC Z ]FPENT COMF'AriY 6 1 2.0 2. 65.5 
UNREGISTERED 
 7 12 24.0 27.7 . 
REAL ESTATE IN'ESTgENT 8 6.0 ) .8 00. 
NO AtISWER 6 12.) MISEIG 

TOTAL 5'C I00.) 1"".C,
 

£[3U,', ,!1!fI DOCUNIENT 
()1

/6/
 



-------------------------------------------------------------------

-------------------------------------------------------------------

--------------------------------------------- --------------------

-------------------------------------------------------------------

-------------------------------------------------------------------

-------------------------------------------------------------------

-------------------------------------------------------------------

----------------------------------------------------------------------------

-------------------------------------------------------------------

-------------------------------------------------------------------

-------------------------------------------------------------------

-----------------------------------------------

Table G7
 

AVERAGE NUMBER OF UNITS PRODUCED (1979-1987)
 

Va lid Cum 

Percent
ValLie Label 	 Frequency Percent PercentValue 

6 12.0 14.-, 	 14.31LI-5) 
2 23 46.0 54.7 	 69.1 

[6- 10] 

[ 11-2:] 	 7 14. 0 16.7 85.8 

5 4 8.0 9.5 100.0
1-') 4 2 4.0 4.8 91). 6 

[:30) 
IS.0 MISSING
0 8
NO ANSWER 


1uO . ( 1-:0. 1TOTAL 7... 

Table G8
 

(1979-1987)
AVERAGE NUMBER OF UNITS SOLD 


Valid Cum
 

Percent
Value Label ValLe Frequency Perccen t Percent 

78L.8[1-5) 	 I 10 23.0 

[6-13] 	 2 18 :6.0 42.9 66.7 

[11-20] 	 9 18.0', 21.4 88.1 

[:1-30] 4 	 2 4.0 4.8 92.9 

[ 	 3 7.1 i00.:)0] 	 6.0 
8 16.0 MISSING
()HO ANSWER 


100 . (: 1 .(:)50'
TOTAL 


Table G9
 

AVERAGE COST OF UNITS (1 9 79-1987)
 

'c,, CUm;id 


Va le Label Value Frequency Percent Percent Percent 

1 	 4.0 5.9 .. 9
LESS THAN 8000 
[8K3'I - 1':303":" 2 	 7 14.0 :'.6 26.5
 

7 14.': 20.1) 47.1

[1c.K-I-0(3: ]7 


-2,(00 ]4 	 10 2'. (. 29.4 ?6 .5
1,.+I 


[OVER 20'.0' ] 	 5 8 16. 2 ... 5 1 0
 

0 Z'.0
16 -. MISIIJG
NO ANrSWER 


1(::. I:3
TOTAL 0, 	 ' . 

BEST AVAILABLE DOCUMENT
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-----------------------------------------------------------------

-----------------------------------------------------------------

-----------------------------------------------------------------

---------------------------------------------------------------------

----------------------------------------------------------------

-- ---------------------------------------------------------------

---------------------------------------------------------------------

Table GIO
 

GEOGRAPHICAL AREAS OF HOUSING CONSTRUCTION
 

Valid Cum 
ValIe Label Value Frequency Percent Percent Percent 

AMIMAN 
A 

1 
-i 

16
5 :.2. 1':1:.c 79.0.1 2 .7 .2 

! [,I D 
;ALA6

NO ANSW'JER 0 

4 
16

9 

E.'( 
.2

18. ( I 

9.8 
39.

ISE NG 

61 . 0 
i . 

-----------------------------------------------------------------
TOTAL 5 .) fI'. () I(.(,I,0 

-----------------------------------------------------------------

Table GI1
 
PRESENT AVERAGE SIZE OF HOUSING UNIT
 

Va Iid CuM
 
aIlue Label Value Frequency Percent Percent Percent 

7 5- 2.0 

[10 -1 , 315 -.. 

14
[ .: 14:) 4 

5-
5
3 

10.0
6.0 

1)C 1 ; WtJo",JF CF.' 16 c.N 

TOTAL 50 11')(:)''.1') 

9.4 9.4
 

12.5 37.o7.5
 

3l. 68.7 
31.3 '0. 

3 

1 '. 

Table G12
 
FRESENT AVERAGE COST OF HOUSING UNIT
 

.E i d Cue 
'.el]ue Label Value Frequency Percent Percent Fercent 

7 
4.:) 

14.0 
5.99 

.b .5 

[ ,":'i-2>0,)]4 
, - - ' 7 

1( 
14 .' (1.6 
' .5.9 4 

47 .1 
76.'5 

I.C' A:SWEF0 16 '.C,, SII,G 

TOTAL -SS V 00. 1) CUP''1• T 

BEST AVAILABLE DOCUMENT 



------------------------------------------------------------------

------------------------------------------------------------------

---------------------------------------------------------------------

-------- -----------------------------------------------------------

-------------------------------------------------------------------

-------------------------------------------------------------------

----------------------------------------------------------------------

------------------------------------------------------------------

Ta.)le G13
 
PRESENT TOTAL CAPITAL
 

Valid CUre 
PercentFrequency Percent Percent
Value Label Value 

5 16 35.5 35.5 

3 17 32. ' 37.8 73[ 500C 1-150)() 
a. t) 8.9 82.2 

[15001',.-250c'(,'?,C ] 
4.0 6.7 80.9

[51.1 	 - 50 "00:" 4 


0"] 532 4.,: 4.4 93.3
S5000t 1-1 : 
1. (1. 6.7 100.0 

[I1C ) 3 	 6 
0 5 IC'(.(1 MI SSINHG14O ANSWER 

TOTAL 50 ji.10. 1 "it. ( 

Table G14
 

CONSTRUCTION ACTIVITIES
 

Valid CLr 
Fercen tVZlue Frequency Percent PercentValue Label 

.1 52.25 5'". (2 	 52.11UFRII EY 	 1 
2 I2) (1. 20'.8 72.9

ZUBCONTRACTORS 
1. 26. 0 27.1 1 .1 

MIXED 

2 4.(:) MISSING115 AIJSWER 

TOTAL 5' I C)0.0 'I 

BEST AVAILABLE DOCUN ENT
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LAND ACQUISITION
 

Thi s part of the F-Urvey corncerns land characteriSprocess through tics andwhich developers acquit- land. th
Otestior,inclided the characteristics 

projects. preferred 
of land being soLught for housinczoning cateoories,. descriptionsI-i-nd Purchas,. ofPpr-rceptions recentof li-nd price trendstime in advance of a 

and how mucprolect developers purchase land.
 
R.SLI 
 Ct from the survey showed thit the ani-Joritywere looling for serviced plots 

of developers
between 500 I2 anddevel opr.rs build 750 m2. Mostonly c-ru building or a plot.iir-oa beLtwei-en 5((') ('2 F]ots having anand 750 m2 W -LIId25. 2 and '75, m2 of 

al low between rottghl ybuil1t area per floorIregu1Ll ations. under present zoningThis would translate into two apartmentsrnging in per floorsize fromt 0 ti2 to 175 n2.
 
7.orvey resLlits also shoted thate''-:,Iprs wF.re I olirg 

the average size of plot thatfor was actually smal lerhad acquired. This is what 
than what theyone Jould e::pect aivenzots .'ithin zoned areas the fact that are larQer than thethat developers minimum.attempt the 

The factto optimize
z; plot building constructionb;- Luildirq onas much area as allowed by z:,.nJnQ regulations(1,:anls tht pa,-tment;-sThis be-omenial es it ever, larcereven more difficult than indicated above.to buildfamilies aiven for low incomecurrent "design" practi.cesfact that the high 

of developers and thecost of land deaands Tia':imLlm use of land.
 
Developers 
 look fo- land 
'.'ater 

with basic infrastrLcture sLichsupply, electricity already in place. They 
as roads,
 

ho-y_ ini developerc, are essentially
 
E tes. 

and few if any develop serviced
Most Iooi plots orfor land on the edge of urbanfet, C* 'for areas although anf ill sits. Given 
that thev
1'1 C.r. -d client. deal mostly witha l-cation on te- ejeer-._mr.e_ cf urban areasadeqLa te whereand there is less congestir.d---rable . may be niorethan irfil! are-as where densities are higher. 
Th,? FLrVe,,, indicated that the cost cfr'c'IL., h Iand is quite hiah.ques t:or,raj res Nctwre vai lable forb-ic trends in 

anl ysis to develop soe.r d ri-ces. Given that
ri.rtqed e't,..een plot Drices oenerllyI' ard 4") JE'/m2. it is c. I v b, bLi,&..: itinlm rUrmber dir-g theof units per plot that developersFn-cIurt car,ard percer,t reduce the- 1find cost ocr tirit 
to a print where',-oJe:t becoates t VIEaTford~b.e. 

s,u rr,,. r .Ar,o the cLr!-ent si tu tiont r'stenhth-r,coL, r.,n-e t .,c desior,edde ve Io-,erE to tc, 
.'dpr 

build for mo-d-r t-e icorr, f Eit:, oet nhE':aITrLIIT, briefits ies ineand profit. Fri11',,L'irq Uni ts e-s for land &redsI- .T to be decl ir,:n in C:cordino to t het laws cf.,Id (I-. J r,c-I . A-r,veryhat dece opers s t ipl re-tul t from thils nareydo riot buy 1Sland in adnarcc ar-,dr ,m th- riT e do not benefitJr, Ii nd p-jce.F. There 
r, creassed prufits 

Ji r.,i I-rid ban-l ir, o and/crfrom the appreciation if, laid prices. 

DE S T A ' I... . , . .t .. 



-------------------------------------- --------- ------------------

------------------------------------------------------------------

---- ----------------------------------------------------------------

----- -------------------------------------------------------------

---------------- -------------------------------------- ------------

------------------------------------------------------------------

Table LI
 
SIZE OF LAND TO ACQUIRE
 

Valid Cum
 
Percent Percent
Value Frequency Percent


Value Label 


4.52 4.0 4.51[ <3000 24.0 27.3 31.82 12[301-500) 
3 14 28.0 31.8 63.6 

[501-750] 1.0 20.5 64.14 9[751-1")(() 100.07 14.0 15.9[>5I] 
6 12.0 MISSING
0
NO ANSWER 


50 111:00. 0) 100.0TOTAL 


Table L2
 
LOCATION OF LAND TO ACQUIRE
 

Valid Cum
 
Percent PercentValue Frequency Percent


Value Label 

------------------------------------------------------------------ 73.3 73.31 33 66.0:)
AMMAN 
 86.7
12.0 13.3
2 6
ZAROA 
 93.36.0 6.73 3IRBID 95.6
1 2.0 2.24JORDAN VALLEY 
 4.4 100.04.09 2NOT APPLICABLE 

10.0 MISSING0 5NO ANSWER 

TOTAL 5(') 100.0 100.0 

BEST AVAILABLE DOCUMENT 
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---------------------------------------------------------------

--- -- -- -- -- -- -- -- -- -- --

---------------------------------------------------------

------------------------------------------

--------------------------------------- 

-----------------------------------------------------------------

-- - - --------------- 
- - - -

- -
-- 

Table L4TYPE OF LAND TO ACQUIRE 

Value Label Valueercent---------------------- ValIidPercent CumnPercentPerequencetyeren 
INFILL
 

NEW TRACTS1 1 X D2 26.0 9.
I'l I XED 'L.0.3 2B 60 
 6 ..1 9.11 0 .0NO ANSWER 9:.904.0 6.1N 
17 7,4.o MISSINGL 

TOTL-5------------TOTACL 50 i ''. 0 --- -- --- -10:. 0 

INFRASTRUCTURE Table L5AND AMENITIES NECESSARY 

Value Label --------------------------------------------------------
Value 
 Frequency 
Percent ValIid
Percent Cum
Percent
 

GENERAL SERVICES 
 2A 2
iIIED327 4.0MIXED 4.454.0 4.44.4NO ANSWER 16 32. 60.0 100''.00 5.6 40.o10.0 MISSING 
TOTAL 50 100. 100' -

MISN
 

Table (L6-L9)
PREFERRED ZONING CATEGORIES
 
-
-


Label - - -ue - - -
Va~ LblVal Value - - - -Frequency - - -Percent id CureFercen t Percent70n----------------------------------------------------------


ZoneZone DC 10 
18 

BEST AVAILABLE DOCUMENT
 



------------------------------------------------------------------

------------------------------------------------------------------

------------------------------------------------------------------

------------------------------------------------------------------

------------------------------------------------------------------

------------------------------------------------------------------

-----------------------------------------------------------------

Table LIO
 
REASON FOR PREFERENCE OF ZONING CATEGORY
 

Valid Cum 
Value Label Value Frequency Percent f ercent Percent 

TO SELL IT OUICI'LY 1 2 4.0 4.5 4.5 
FLIT COVERAGE 2 17 34.0 38.6 43.2 
LAND PRICE 3 2 4.(Z) 4.5 47.7 
LAND LOCATION 4 7 14.0 15.C 63.6 
CLIENT FREFERENCE 5 1 2.0 2.3 65.9 
MIXED 6 15 30.: 34.1 I00.0 
NO ANSWER . 6 12.0 MISSING 

TOTAL 50 140(1. 1uO.00 


Table LII
 

AVERAGE SIZE OF LAND PURCHASE PER DEVELOPER
 

Valid CuM
 

Value Label Value Frequency Percent Percent Percent 

[300-5003 J. 6 12.0 14.0 14. 0 
[501-750] 2 14 28.0 32.6 46.6 
C751-1000(:)) ] 13 26.0 30.2" 76.8 
[001-1500] 4 1 2.0 2.3 79.1 

[1501-2000)3 5 6 12.0 14.0 9. 
[ :2'00 ] 6 3 6.0 7.0 110.0 
NO ANSWER 0 7 14.0 MISSING 

I C). I.)TOTAL 5() 10CC 

Table L12
 
AVERAGE FRICE OF LAND PURCHASE PER DEVELOPER
 

Va l j. d CUm 

Value Label Value Frequency Percert Fercent Percent 

1 4 8.) 9. 9.3[ AO ] 

[ I1-20 2 2 10 20.I 22.3 2.6.
 
[ 21-30 ] 8 16.0 18.6 51.2
 
S:1-40' ] 4 12 24.0 27.9 79.1 

[ 41-5(1 5 8 16.,) 19.6 97.7 
[ 5 ] 6 1 2.0 2.: IOU.' 
NO ANSWER . 7 4.(') MISSING 

TOTAL 50 100.0 10') . 

10..~ BEST AVAILABLE DOCUMENT 



MARKETING AND CLIENTS
 

ihe third part of the questionnaire deals with the wavs in which 

developers find their clients and determine the marketability of 

their units. Ouestions address marketing strategies, client 

identification, required advance payments. client profiles, 

client sources of finance, activities in low-income housing, 

obstacles facing marketing, and attitudes towards the rental of 

units.
 

Most of the deveJopers (IM%) estimated the marketability of their 
units based on their personal knowledge. Only (I_%) stated that 

they relied crn any kind o~f svstematic stubies. 1he predominant 

marketing strategy for selling units (56%) was a combination of 

dirT.ct contact. advertisements, reliance on the developer's 

reputation, and other means. Similarly. the ma)ority of 

rie-p.ndents t93%) used a combination of methods to find clients. 

(7 %) of the respondents tried to secure their clients prior to 
oeg!innng construction. 

Unfortunately a series of questions concerning the profiles of 

clients were not included in the Arabic translation and
typical 
therefore remained unanswered. It would however be useful in 

follow up contacts to obtain this information on client profiles. 

The question regarding the clients' sources of financing for 

housing was tabulated twice. Table M6, indicates that the 

majority of client financing (37%) come from a combination of at 

least three sources. Table M7, on the other hand indicates that 

individuol loans from the Housing Bank (01',) are the single most 

important source of financing. This is to be expected given that 

developers responding to the survey are in contact with the 

Housing _.ank and would promote their beneficiaries for loans. 

ir the absence of a clear definition of !ow income housing. 

developers responding to the questionnaire were not sure whether 

they ruild "nits for households with lower incomes or riot. 

H-nweoer, there is no defined group of developers primarily 
drdic.tn to the construction of units for l.w-irccme tam lies. 

The single dominant reason stated for not building low-income 

housing ',Jrs the lack of liquidity. The questionnaire did not 

determine whether this concerned the down-pa/ment requirement or 

the over all cost of the unit. In aid. ti on, the majJlc tf. 

enpressed a combination of reasons ?or not ouilvinc low-income 
housin inc luding demand for larger urits, unafTcronble 
in-tailments, and government competition. The lack of liquidity 
was identified in another question as an important obstacle 

(2S.6'0, nd a majority of (05%) identified the curreni economic 

reces-inr, eS a major obstacle. 

'he majority (86%) of respondents thought that the guaranty of a 

dordan Housing Bank mortgage for purchasers of low cost housing 
uni ts would increase demand. 

10-H13
 

http:drdic.tn


The majority of 
respondents Occiaii:nlly found 
 difILculties
-ellig n
their units in 
the past, due to clients' 
demands
 
larer Units. 
 for
 

Mor.t cf the respondents' housing units were for
virtuial I unanimous salet; they were
against renting. The 
 preference
rither than to sell
rent w.ias primarily related 
to the deveo-ltpers'
tUrr-z'.rOUnd need to
their capital as quicll/ as possible and secondarily
to 
the adverse aspects of renting.
 

[o-i)' 



-------------------------------------------------------------------

------------------------- -------------------------------------------

-------------------------------------------------------------------

-------------------------------------------------------------------

-------------------------------------------------------------------

--------------------------------------------------------------------

--------------------------------------------------------------------

-------------------------------------------------------------------

-------------------------------------------------------------------

-------------------------------------------------------------------

Table M1
 
MARKETING DETERMINAIION
 

Valid CuM 

Value Label Value Frequency Percent Percent Percent 

18 36.0 39.1 39.1PERSONAL KNOWLEDGE 1 
9 18.0 19.6 58.7F'EVIOUS PROJECTS 
6 12.0 13.) 71.7SYSTEMATIC STUDIES 


4 7 14.0 15.3 87.0
INTERVIEWS 

1 PLUS 2 5 6 12.0 13.0 100.0
 

0 4 8.0 MISSING
HO ANSWER 


TOTAL 5" 100.0 100. 0 

Table M2
 

MARKETING STRATEGY
 

Valid Cum
 

Value Label Value Frequency Percent Percent Percent 

DIRECT APPROACH 1 3 6.0 8.8 8.8 

AD'YEFT I SEMENTS-2 8 16.0 23.6 72.4 

FEFLTAT ION 1 2.0'( 2.9 35., 
3 6.0 8.8 44.1OTHER MEANS 4 

100.0COMINATIONS OF ABOVE 5 19 32.0 55.9 

NO AiJSWER 1': 2016 ,'. MISSING
 

.('.0TOTAL 5( 1(11.) 

Table M3
 
FINDING CLIENTS
 

Valic CLUe 
Value Label Valt:e Frequency Percent Percent Percent 

2.1
 

ADVERT I SEMENTS 2 2 4. 4.
 
REPUTATION 3 6.1) 6.2 12.f..
 

DIFECT APPROACH 1 1 2. 0 2.1 

4 4.0 4.2 1,.7O.HER MEANS 

8. 10. -COMB. I NAT I ON OF ABOVE 5 4"t') 


HO ANSWER 0 4 t0 MISS IHG
 

TOTAL 50 1 ' . 100.0 

E- ") 
BEST A"' rnnlfCf!r~t 



----------------------------------------------------------------

-----------------------------------------------------------------

-----------------------------------------------------------------

--- ---------------------------------------------------------------

----------------------------------------------------------------

----------------------------------------------------------------

-- --------------------------------------------------------------

--- --------------------------------------------------------------

----------------------------------------------------------------

----------------------------------------------------------------

--- --------------------------------------------------------------

--- ---------------------------------------------------------------------------

Table M4
 
SECURE CLIENTS PRIOR TO CONSTRUCTION
 

Val id CuM 
Value Label Value Frftquency Percent Percent Percent 

ES 1 35 70.0 74.5 74.5 
NJO 10 20.0 :1.3 9. 

SOMETIMES 4. 0 4.2 1 
NO ANSWEF: 0 6.0 M ISSI NG 

TOTAL to ) Ir .1* j1'11"1.4: 

Table M5
 
AMOUNT OF ADVANCE PAYMENT
 

Valid Cure

V~lLlo Label ValUe FreqUencyPecn Vld Cm_I-L lc Percent Fercen t Percen t 

C '"/. i€'I ] 36 B.8 8.8 
r i *,-20% 2 5 10 4.7 8.3.5 

.- 50.0 

"4''. 4 6 12 17.7 91.2
 

[ .4K ) 5 3 6 8.8 100.0
 
~iASWER C) 16 2 MISSING
 

. 17 4 23.5 

TOTAL 5" ! : .0 1 C). 

Table M6
 
NUMBER OF SOURCES OF CLIENT FINANCING
 

VJalid CLr
 
1Ue Labcol Value Frequency Percent Fercent Percent 

O:JE SOURCE OF FIN. i 10.0 10.9 1(.9 
TOO L,', OF 2 .. 34.8RCES FIN. 6 23.c 
THREE SOURCES OF FIN. 3 15 377.0 7. 71.8 
.,R S -OURCES FIN. 8?. aOF 4 8.7 8.5 

Fi'.'E SOURCES OF FIN. 5 . 6.0 6.5 87.0 
MiORE THAN FIVE 6 6 1. I,.'u !0.. 
1,0 AN,;,SWER-,i b 12 1. M I S 11G 

TOTAL "( I00 . 0 1 1)(i. c 

BEST AVAILABLE DOCUMENT
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------------------------------------------------------------------

------------------------------------------------------------------

-------------------------------------------------------------------

-------------------------------------------------------------------

---------------------------------------------------------

------------------------------------------------------------------

-----------------------------------------------------------------

Table M7
 
SOURCES OF CLIENTS FINANCING
 

Valid
 
Vallue Label Value Frequency Percent Percent
 

REMITTANCES 7 '74.0 80.4 
FAMILY TRANSFERS2 I0 20. 21.7 
SAV IIG. 17 34.0 36.9 
HOUSEHOLD INCOME 4 16 32.0 34.8 
IIJDIVI. LOANS FROM JHB 5 42 84.0 91.3 
LOjA1S FROM OTHER EBANLS 6 12 24.0 26.1 
LOANS FROM COOPERATIVES 7 8 16.0 17.4 
LOANr*S FROM GOVERNMENr 8 10 2u .0 21.7 
OT HER 9 2 4.0 4.3 
1O HNSWER 0 4 8.0 MISSING 

Table MB
 
UNITS FOR HOUSEHOLDS WITH LOWER INCOMES
 

Valid Cum 
.Iue Label Va Lie Frequency Percent Percent Percent 

-------------------------------------------------------------------
YES 

14o ANSWER 

1 
~24 
o24.( 

24 48.(1 
48.0 

51). 
50.0 

1 IS"NG 

50 . 

100.0 

------------------------------------------------------------------
TOTAL 5"i 10I:.0 1 0 

------------------------------------------------------------------

Table M9
 
WHY NOT BUILDING UNITS FOR LOWER INCOMES
 

Vali d CU~M 
"-Yltue Label Value Frequency Percent Percent Percent 

NO LIOUIDITY 1 7 14.0 15.2 15.2 
.EMAND FOR LARGER LNITS 
INSTALLMENTS PROHIBITIVE 

2 
3 

4 
2 

8..) 
4.0 

9.7 
4.3 

2".9 
:'.; 

"IXED 4 1I6.0 17.4 45.7 
GOYERr MENT COMPETITION ,. I 2.. .- 47.8 

OT AF-F'LICAE:LE 9 24 4E. J:3 5 .2,.= I 1.. 
HO ANSWER : 4 . MI SS I NG 

------------------------------------------------------------------
TOTAL 5o) ic"'. 0 I:3:'. 0 

BEST AVAILABLE DOCUMENT
 



-----------------------------------------------------------------

------------------------------------------------------------------

-----------------------------------------------------------------

-----------------------------------------------------------------

-----------------------------------------------------------------

----------------------------------------------------------------

----------------------------------------------------------------

-----------------------------------------------------------------

- ----- - -------------------------------- - -- ---------------------

Table M10
 
MAIN OBSTACLES FACING LOW INCOME HOUSING
 

ValIi d CUM
 
Value Label Value 
 Frequency Ferrc.' t Percent Percent 

NO LIOUIDITY 1 4 8.0 28.6 28.6DEMAND FOR LARGER UNITS 2 1 2.0 7.1 7
 
INSTALL. PFROHIBITIVE 
 3 1 2.0 7.2 42.9 
OTHERS 4 
 6.0 21.4
 
ECONOMIC RECESSION 
 5 5 10.0 35.7 10.1 
NO ANSWER f) 36 72.0 MISSING 

-~-----------------------------------------------------------------
TOTAL 5( 1 10 1i00.0 

~-----------------------------------------------------------------


Table M.11
 
HOUSING BANK GUARANTEE
 

ValIid Cum 
Value Label Value Frequenc,/ Percent Percent Percent 

---------------------------------------------------------------------
YES 
NO 

40 AN1WER 0 

3 
6 

5 

E76.0 
12.0 

10.0 

86.7 
13.3 

MISSI NG 

6.7 
100.0 

TOTAL 50 
 0.o1) I%.I
 

Table M12
 
DIFFICULTIES IN SELLING UNITS IN 
THE PAST
 

Valid LuM
Value Label Value Frequency Percent Percent Percent 

NOES3 213_Z b.. 72 . 0' 2 8.3 1(1(.0 
NO ANSWER 0 4 8.0 MI SS I .G 

TO T A L 5 t') 1 (00.0 II f'. ( 
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Table M13
 
REASONS OF DIFFICULTIES
 

Val id CuM 

Value Label Value Frequency Fercent Percent Percent 

NO LIOJIDITY 1 6 12. 0 14.3 14.3 
DEMAND FOR LARGER UNITS 2 12 Z4.0 28.6 42.9 
INSTALLMENTS PROHIBITIVE 3 1 2.0 2.4 45.2
 

MIXED 4 5 1:.1 11.9 57. 1 
GO''-'RNMEt r COMPETITION 5 2 4.0 4.8 bi.9 
El: ' IC RECESSION 6 .3' 6.0 7.1 69.() 
NOT ..L I CALE 9 13 26.') 7 I .0 II'. " 

NO .4SWER f1 6 J 6.0 1IiSE. I NG 

TOTAL 5,') I 0. I10 .) 

Table M14
 

ARE ALL OF YOUR HOUSING UNITS FOR SALE
 

Valid CUre 

Value Label Value Frequernc y ercent Percent Percent 

YES 1 36 72.0 87.8 87.E 
N,,'O 2 5 10.0 12.2 o:.,1 
NO ANSWER 0 9 18.0 MISSING 

TOT AL 50 I .0 I'):).0 

Table MI5
 

DO YOU PREFER SELLING OR RENTING
 

Va l id LurI 
Value Label Value Frequern-: Ferzent Percent Fercent 

SELLING 2 44 88.0 10).0( 0 0.0 
NO ANSWER u b 12.0 NISSIING 

TOTAL 50 1')0. Co If'.0 

BEST AVAILABLE DOCUMENT
 



Table M16 
REASONS FOR PREFERRING SELLING 

Value Label Value Frequency Percent 
Valid 

Percent 
Cum 

Percent 

OBTAIN MONEY FOR 
NEGATIVE ASFECfS 
NO ANSWER 

PROJECT 
OF RENT 

I 
2 
(1 

31 
a 

11 

62.0 
16.0 
22.0 

79.5 
2).5 

MISSIN 

79.5 
IC'.'.0 

TOTAL 5"I.0.0' i:o.C 

BEST AVAILABLE DOCUMENT
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INTRODUCTION
 

Around the world, urban development professionals are
 

improve urban land development and management.
discussing ways to 


Many commentators suggest that the public sector can more
 

for housing development by emulating
effectively deliver land 


the private sector real estate practice (see Dowall, 1987,
 

This paper attempts to
Durand-Lasserve, 1987 and Kitay, 1987). 


further this dialogue by presenting a description of the land
 

development process and outlining the critical institutional and
 

organization elements needed for successful land development.
 

The process outlined below is universal in that it equally
 

applies to both public and private agencies. As such, it is
 

useful for determining how to best structure and staff land
 

development agencies. This paper argues that given the dynamic
 

character of the land development process, successful land
 

1) have clear and simple goals; 2)
development entities must: 


and riskincorporate incentives which reward hiyh performance 


taking; 3) be small-sized; 4) be flexible and responsive to
 

changing market conditions; and 5) have access to sufficient
 

financial resources and highly talented staff.
 

This paper consists of three sections. The first part
 

describes a step-by-step process of land development. The second,
 

discusses the institutional and technical elements necessary 
for
 

carrying out successful land development projects in the
 

context of both public and private land development entities.
 

Finally, the paper offers guidelines for establishing public land
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development agencies. For purposes of clarity and brevity, the
 

discussion in the paper is limited to residential land
 

development. The provides examples from both developed and
 

developing countries.
 

THE LAND DEVELOPMENT PROCESS
 

Land development is an extremely complex process involving
 

numerous decisions and actors. 
Essentially, it is a production
 

process: where land is purchased as 
an input to the production of
 

either finished residential lots or completed residential units.
 

However, the actual process is 
not as simple. Land developers are
 

faced with problems unlike other manufacturers. While they must
 

produce a product (a finished homesite or house), it cannot be
 

produced at the factory and shipped to the buyer; it must be
 

developed in a specific city, at a specific site. Thus the
 

process of finding a site, that is 
land acquisition, is the key
 

element of the land development process (Kenney, 1972).
 

Regardless of whether the developer is public or private,
 

the process of land development is extremely complex and involves
 

a series of tests. Based 
on the work of Wheaton (1964), Kenney
 

(1972) and the author's research on 
public land development
 

agencies [Dowall, 1987], 
the following land development process
 

is defined:
 

1). 
 General assessment of development environment;
 

2). Assessment of specific parcels; 

3). Finalizing land purchase; 

4). Project production and marketing; and 
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5). Ongoing project management.
 

Each of these phases is described in more detail, including an
 

enumeration of the specific steps and actions critical for
 

completing each phase.
 

PHASE 1: GENERAL ASSESSMENT OF DEVELOPMENT ENVIRONMENT
 

The purpose of this phase is to identify the specific types
 

of land development opportunities which can earn the developer a
 

in the case of the public sector, achieve a public
profit, or, 


policy objective. For large, national-level developers, this
 

phase will result in the identification of specific metropolitan
 

areas or towns offering development potential. The developer
 

normally undertakes the following assessmei;'s:
 

0 Deteinine housinq demand by type of product, Price- ranae
 

Estimates of current and short-term (one-to-two
and location. 


years) housing demand are made. These are based on projections of
 

population, household formation, income growth, savings and
 

employment. The projections are subdivided aciording to location
 

(specific metropolitan areas or regions), by the type of housing
 

(e.g. two room flats, townhouses, detached units), and price of
 

units [Sumichrast, 1985].
 

A private sector-example of this step is the ongoing market
 

research carried out by the Arizona-based RECORP, to determine
 

of the U.S. offer the most potential for
which metropolitan areas 


In the public sector,
suburban land development [RECORP, 1988). 


housing demand and
the government of Sri Lanka estimates future 


needs for its urban areas (Struyk, 1987). In Singapore, the
 

Housing Development Board closely monitors housing demand [Goh,
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19871. These estimates provide a first-cut determinaLion of the
 

potential demand for land development projects. If trends are
 

promising, tle developer continues.
 

0 Assess the supply of housing and finished residential
 
plot.b 
tye and size. pice range and IL_-tion. In conjunction
 

with the demand assessment, completed projects in the market
 

area(s) are 
surveyed and tabulated according to: location, number
 

of housing units or plots, and the type of units 
(size, number of
 

rooms, and stories). The survey should also provide 
a price or
 

rental rate 
for each type of unit in each project, an estimate of
 

how well the units are selling, and a listing of amenities
 

(swimming pools, tennis courts, football fields, bus stops and
 

public markets, etc.).
 

In most cases, private land and housing developers around
 

the world carefully survey other competitive projects [National
 

Association of Home Builders, 1981 and Housing Management &
 

Construction, 1986]. However, there are cases where land
 

developers have ignored competition and gone ahead and built
 

projects even when housing supply exceeds demand. In Valencia,
 

Venezuela in 1982, there were an estimated 10,000 vacant private
 

dwelling units (Giiber 
and Healy, 1985]. In Jordon, there is a
 

substantial oversupply of housing units, as construction has out

paced demand [World Bank, 1983).
 

In the public sector,. many housing agencies have tended to
 

discount the necessity of systematically gauging supply because
 

they produce "lower cost housing" and assume that the demand for
 

such housing is limitless. However, many public housing agencies
 

have drifted up-market and are producing housing that is directly
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(Bangkok Land Management
competitive with the private sector 


and Kitay, 1987). In such cases competitive surveys
Study, 1987, 


are obviously needed.
 

0 Project future demand and supply conditions given mortgage
 

interest rates. employment and populationCrowt and overall
 

economic outlook. The previous steps concentrated on current
 

demand and supply conditions. This one projects the future demand
 

for and supply of housing by type, price and location. The
 

analysis should seek to gauge the strength of the housing market
 

to absorb addition.l housing and land development projects
 

[Struyk, 1987). This step usually identifies specific segments of
 

the overall housing market where demand exceeds supply.
 

0 Determine land and construction costs associated with land
 

development prolects. In order to determine whether the market
 

offers profitable or cost-recoverable land development
 

opportunities, the cost of developing projects, (land, land
 

development and construction costs) must be estimated. These
 

costs can be determined 7y surveying land prices and consulting
 

contractors and engineers.
 

"supply cost" to the competition,
By comparing his or he " 


a profit or costthe developer can gauge whether there is 


recovery potential associated with producing a specific
 

development project. Frequently, private sector projects are 

modified to increase profits. Most private sector developers
 

constantly "shop" the market to evaluate the competition. These
 

assessments are constantly made in light of changing conditions
 

in the land and housing markets. As land prices change,
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developers seek ways to cut costs to maintain profits.
 

Alternatively they may conclude that they must raise prices to
 

cover rising land and construction costs 
(Dowall, 1988).
 

Informal developers are no exception; they also constantly shop
 
the market and gauge the willingness and ability of low- and
 
moderate-income hcuseholds to purchase plots 
or dwelling unite
 

[Carroll, 1980 and Yonder, 1988].
 

In contrast, most public land development agencies devote
 
little time to gauging housing market conditions. Most land
 

agencies intermittently purchase land and they only periodically
 

shop the land market (Baker and Kampholpan, 1987). 
As a result
 

they are not fully informed about land prices, construction and
 

site development costs. Furthermore, by not closely following
 

what developers build and market, public land developers
 

frequently set standards which are not matched by the competition
 

or are simply too expensive for households to purchase or rent,
 

if costs 
are to be recovered [Swan, et. 
al., 1983 and Keare and
 
Parris, 1982]. 
As pressures for cost-recovery increase, public
 

land developers are starting to carefully assess the costs of
 

land development in relation to sales and rental income [World
 

Bank, 1981].
 

0 Assess the current pattern of land 
use and
 

controls. of special importance to private sector land
 

development firms is the current status of land use controls such
 

as 
zoning and subdivision regulations. These controls can make
 

land development difficult or 
impossible if they are too
 
stringent. Lengthy controls'can slow the development process and
 

create financial drains on 
projects. Regulations increase land
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and construction costs, and can add an additional 20 to 30
 

percent to the cost of housing [Dowall, 1984].
 

In countries with complex land use controls, many developers
 

devote considerable time to assessing their impacts on
 

development and determining whether they can secure needed
 

approvals. In the U.S. for example, where, in many cases,
 

government approval of land development projects is uncertain,
 

developers frequently rely on full-time staff to obtain
 

development approvals. In other cases, where the permission of
 

development is freely given or controls are ignored, such reviews
 

are less important [Carroll, 1980, Yonder, 1988).
 

At the end of this process, the land development entity
 

should have a clear notion of the current demand for and supply
 

of housing or residential lots in a metropolitan area. This
 

demand assessment should also identify specific locations in the
 

region ripe for land development. The developer should have an
 

estimate of the annual demand for housing or plots by type, price
 

range and location. By comparing demand projections with current
 

and future supply of housing and lots, the developer will be able
 

to identify specific opportunities or development needs.
 

After completing the above steps, the developer should be
 

able to frame a specific project in terms of type of housing or
 

plots, price-range, location and size [National Association of
 

Home Builders, 1981). The project should be designed to
 

effectively compete in the marketplace, that is, quickly sell and
 

generate an adequate return on investment. (A fully elaborated
 

example of such an assessment prepared for a public sector client
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is reported in Dowall and Kritayanavaj, (1987).) In the next
 

cycle of decision-making, the land developer looks for specific
 

parcels to test his or her concept.
 

PHASE 2: ASSESS SPECIFIC PARCELS
 

In this phase the land developer searches for a feasible
 

development project. The developer concentrates on finding one or
 

more parcels which are located in an area where housing demand
 

exceeds current or projected supply, and priced low enough to
 

ensure a profitable housing product.
 

As a prominent U.S. residential land developer stated, "The
 

key to successful merchant building was, and still is, picking
 

the right location and offering the right product at the right
 

price" (Eichler, 1982, p.79]. For the small developer, this task
 

may be highly constrained -- limited to small lots for sale in
 

the neighborhood where he or she operates. On the other hand,
 

larger developers, have wider, although more complex choices. In
 

either case making the correct choice is difficult, and requires
 

careful assessment of the marketplace. As one large Bangkok
 

housebuilder recently told me, 
"I don't really pay much attention
 

to the actual construction and marketing of our projects anymore.
 

My full attention is devoted to acquiring land" [Dowall,1988).
 

Depending on the size of the fir-m, whether it is public or
 

private, and on a myriad of social, political and cultural
 

factors, the land development agency may use a real estate broker
 

in its search for land. The process usually proceeds as follows:
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0 ;dentif, sites for sale and those which might 
be purchased 

of er Small firms will
(btan asking price and terms sale of . 

the market for parcels for possible purchaseusually scour 


(Gilbert and Healy, 1985). They will drive around the
 

located along

metropolitan area searching for parcels which are 


or near main roads, and frequently work directly 
with the current
 

owners of parcels. Most experienced developers 
will have a clear
 

profile of the type of parcels they are looking 
for in terms of
 

size, location and price. At this stage, they may also 
consider
 

the possibility of combining several small parcels 
into one
 

assembly, although this normally is difficult.
 

Larger developers will frequently work with one or more 
real
 

estate brokers to identify land parcels. Often, these 
large
 

are well-known and they do not want landowners to know
developers 


the market" (Eichler, 1982).
that they are "in 


Public agencies will often advertise their desire to
 

purchase land to attract sellers. Most often they purchase 
or
 

option land intermittently. Because they don't routinely 
go out
 

look for land, public land development agencies
into the field to 


do not have accurate or up-to-date knowledge of the marketplace
 

or buy sites which
As a result, they may pay too much for land, 


are less than desirable (Kitay, 1985].
 

0 Check with public agencies regardifqg zoning, land use and
 

subdivision controls. For each site under consideration, 
the land
 

developer determines the actual permitted development 
for the
 

land use and zoning controls. At this initial
 site, given local 


stage the land developer usually calculates a "rough" 
holding
 

terms of units or plots.
capacity of the site in 




This assessment is critical for private land development
 

firms if they must closely follow public zoning and land
 

development controls. In contrast, public land development
 

entities may be exempt from such controls 
or able to easily
 

obtain necessary modifications. In the later case the assessment
 

is less important, and such exemptions certainly facilitate the
 

development process.
 

0 Assess the availability of water and sewer systems 
or
 

potential for the ccnstruction of wells and septic system, and
 

gauge the availability of electrical power to the site. Here the
 

developer determines whether the site can receive water, sewage
 

treatment and electrical service at a reasonable cost, 
or that
 

wells and septic systems can be constructed. Because of their
 

access to information, public land developers usually have
 

excellent knowledge of the infrastructure development plans and
 

can use this information to identify and evaluate sites.
 

0 Conduct preliminary physical assessment of site to
 

determine developability. The physical characteristics of parcels
 

have enormous implications on the cost of land development. If
 

the site is too steep or too low, a substantial amount of earth
 

moving may be necessary, adding to land development costs. In
 

low-lying areas, earthfill 
can double land costs for housing
 

projects. In other cases, hillsides, floodplains and unstable
 

soils limit a site's development potential.
 

o Fstimate land and housing development costs for each
 

specific site under consideration. Based on the preliminary
 

capacity estimate of the parcel, the land developer now can more
 

r72/ 
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precisely calculate the costs of building a housing project on
 

the site. The calculation provides estimates of land cost, site
 

preparation and dwelling unit construction cost.s.
 

0 Estimate preliminary profit level and development risks
 

for site. By combining the results of the cost analysis with the
 

market information gathered earlier, the land developer next
 

gauges the potential feasibility of building a housing or land
 

subdivision project on a site. By comparing potential sales
 

revenue with development costs, the developer can determines the
 

maximum price to pay for a parcel [Dowall, 1985].
 

0 Select most attractive site r sites for optioning. Based
 

on the preceding analyses, sites are ranked for acquisition
 

according to: developability, location, marketing potential,
 

access to infrastructure, and profit or cost-recovery potential.
 

Once the sites have been ranked, the developer "ties up" the
 

top-ranking sites and continues to refine his or her analysis and
 

makes a final go/no-go decision. In the private sector, the
 

analysis of candidate sites may be more limited until the site
 

has been optioned for possible purchase. Thus some of the steps
 

outlined in this phase may actually take place in the next.
 

Phases i and 2 are largely analytical. They require careful
 

gathering of market and cost information, as well as rigorous
 

analysis. The process is continuous, and due to shifting market
 

conditions, th. approach and strategy of the land developer may
 

change frequently. Essentially, this means that developers must
 

be flexible and well-informed about market conditions. Staff must
 

be capable of completing quick assessments as conditions change.
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PHASE 3: FINALIZING THE PURCHASE OF THE LAND
 

After securing site options, the land developer concentrates
 

on removing all site development uncertainties. Formal
 

commitments are obtained from the land seller, the water anO
 
sewer district, electrical utility district, government planners
 

(for zoning and subdivision -ipproval) and lenders for
 

construction and permanent financing. 
 Before devoting
 

considerable effort to finalizing the purchase, the developer
 

ties up the parcel, usually by way of taking an option, or
 

entering into a joint development agreement. In this phase the
 

following steps are normally t'%-n:
 

0 The site is optioned by the developer for a set Rgeiod of
 
time. The option gives the developer the right to purchase the
 

parcel at or before some certain date at a set price at set
 

terms. If the developer is going to enter into a joint
 

development agreement with the landowner, then the option is for
 

the right to enter into the joint development agreement
 

(Northrup, 1986). Entering into an 
option or joint development
 

agreement presupposes that the developer has estimated a
 

reasonable offer price for the site. Obviously, this offer should
 

be based on the market information gathered above in phases 1 and
 

2. Options can be expensive to negotiate, particularly in high
 

inflation environments. It is 
therefore important to correctly
 

estimate the necessary amount of time required to arrive at a
 

go/no-go decision: 
Failure to do so may result in renegotiation
 

of options and payment of additional option fees.
 

For large parcels of land, purchase agreements normally call
 

for land releases, where the seller agrees to periodically convey
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to the land developer a portion of the site. In this way the
 

developer does not have to acquire the entire site at once, and
 

he or she can time payments to match the sales of houses or plots
 

In the public sector, land releases are unusual;
[Eichler, 1982). 


once the government agrees to purchase or exercise its option to
 

purchase a parcel, it acquires the entire site.
 

0 A specific development plan is prepared for the site In
 

this step the land developer prepares a detailed plan for the
 

subdivision and development of the site. It should reflect
 

current market conditions in terms of the types, sizes and prices
 

of dwelling units or plots, subject to applicable regulations.
 

The plan is sufficiently detailed to provide the basis for
 

obtaining public sector development approvals and estimating the
 

costs of development.
 

0 The plan is submitted to water, electrical, sewer
 

departments for review and approval. To the extent required by
 

local, provincial and national governmental agencies, plans for
 

the parcel should be submitted for review and approval.
 

0 Prepare final assessment of the project's costs. sales
 

revenues, and cashflow. Based on precise estimates of land and
 

housing development costs, and housing prices and rental rates,
 

the land developer prepares an estimate of the financial
 

performance of the project. This estimate determines the likely
 

flow of funds required and generated by the project given all
 

assumptions. It provides an estimate of profits or surplus (or
 

subsidy) generated by the project.
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0 Submit formal financing Proposal to lenders for approval.
 
Based on the project's estimated financial performance, a formal
 
proposal is prepared and submitted to lenders for approval.
 
Lenders include banks, equity partners, multilateral and
 
bilateral donor agencies, and governmental agencies.
 

0 Assuming the project is Awarded all aPprovals, the land
 
developer exercises the option for the site and development of
 

the project starts.
 

This phase is extremely complex, requiring 
 -phisticated
 
staff to negotiate options and development agreements, and secure
 

all necessary approvals and commitments. During this phase the
 
planned projects go through continuous change, as 
the actors in
 
the process insist on modifications. This is where private land
 

developers, because of their small size and entrepreneurial
 

style, have an edge over their public counterparts fDowall,
 

1987].
 

PHASE 4: PRODUCTION AND MARKETING
 

Exercise of the option or joint development
 

agreement permits preparation of detailed construction and
 
building plans. Based 
on 
these plans, the construction of roads,
 
utilities, and residential units 
can be put 
out to bid and let to
 
the best bidder. With construction underway, developers can
 
initiate marketing efforts and sales of units. In most cases the
 
land developers pre-sell 
as many units 
as possible, frequently,
 

using "model" homes to assist in the marketing effort.
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This phase incorporates the following steps:'
 

0 prepare detailed engineering draing for infrastructure
 

and buildins and project bidding.
 

0 Project construction. For large projects, build-out
 

normally occurs in phases, and is geared to the sales rate of
 

plots or housing units.
 

0 Prepare and execute marketing plan to sell dwelling units
 

or plots. This plan outlines the target buyer group and specifies
 

the various strategies to attract buyers. The plan is reviewed
 

periodically to determine if it is working. If it is not,
 

modifications to it and the product are made (National
 

This continual modification
Associatiun of Home Builders, 1981). 


requires great flexibility.
 

ONGOING PROJECT MANAGEMENT
PHASE 5: 


In many cases, the land developer is responsible for
 

managing the project's common areas after sales have been
 

completed, ensuring that owners and renters abide by the rules
 

set 
forth in the purchase agreement. It also means that the
 

developer must collect fees from residents to pay for services.
 

CONCLUSIONS ON THE PROCESS
 

The land development process outlined above is applicable to
 

both private and public sector land developers operating in
 

developed and developing countries. The key trait of the process
 

is that it is complicated, requiring passage through a chain 
of
 

and subject to constant change. In no
sleps and decision-points, 


way does the actual process operate in the tidy and linear manner
 



suggested above. Instead, developers are forced to constantly
 

cycle through the process over and over again until good sites
 

are identified, developed and marketed. While it is difficult to
 

predict whether a land development agency will effectively
 

achieve its objectives, five key attributes are frequently
 

reflected in successful operations. These are presented below.
 

LAND DEVELOPMENT IN 
PRACTICE: THE INSTITUTIONAL AND TECHNICAL
 

CAPACITY OF THE PUBLIC AND PRIVATE SECTORS TO CARRY OUT PROJECTS
 

Over the past ten years I have worked with both public and
 

private developers, and while there are many subtle differences
 

between them, there are essentially five major elements which
 

determine land development capacity:
 

1. goal clarity;
 

2. performance and risk-taking incentives;
 

3. scale of operation;
 

4. operational and strategic flexibility; and
 

5. resources and talent.
 

An agency's past or 
future capacity to successfully complete land
 

development projects can be predicted by characterizing it
 

according to each of these five elements. In this section, 
I
 

will examine the capacity of both private and public land
 

development entities according to these factors.
 

Goal Clarity
 

There is a direct relationship between goal clarity and
 

performance. The clearer and simplier an organization's goals,
 

the easier.they will be to achieve. This simple notion, validated
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over and over again in countless research studies, applies to
 

or
 
land development. When the land developer has a simple goal 


set of goals such as profit maximization and risk 
minimization,
 

easier to find and develop.
successful projects are 


In the private sector, land developers usually focus 
on
 

equity invested. They also consider limiting the 
amount
 

of time and risk they need to take to achieve their 
result. These
 

find
 

return on 


are relatively simple and clear goals to attempt 
to achieve: 


sites and projects that generate the highest 
rate of profit for
 

the minimum amount of time and risk. This might 
mean building z
 

where the demand for
 certain type and price of housing in an area 


such units greatly exceeds supply. By assessing 
the potential
 

costs and prices of marketable units in different 
areas, the
 

prof-table, quick-turnaround projects.
developer can focus on 


Some developers, to limit their risk, do not "pioneer." 
They do
 

areas where other developers have not already built
 not build in 


and tested the market (Eichler, 1982]. By focusing on these three
 

developers can clearly assess
 goals (profit, time, and risk), 


Goal
 
alternatives, rank them and choose the most desirable 

one. 


clarity facilitates decison-making and action.
 

When the goals of the land development organization 
become
 

more complex, deciding the proper coirse of action 
becomes more
 

can turn
 
difficult. In the private sector, the clarity of 

goals 


fuzzy. For example, when large U.S. corporations 
moved into real
 

estate in the 1960s and 1970s, many land development 
projects
 

resulted in spectacular financial failures. ALCOA's Century City
 

project in Los Angeles performed poorly because 
ALCOA was
 

lt-17
 



concerned with both corporate image and financial performance
 

(Sigafoos, 1976). Many privately executed planned residential
 

communities resulted in economic failures (Reston, Virginia;
 

Eastwick, Pennsylvania; and Park Forest South, Illinois to name a
 

few) because social and political goals became enmeshed with
 

profit-making objectives [Sigafoos, 1976].
 

Unclear and often conflicting goals are most common in the
 

public sector. Quite often, when legislation or national policies
 

are drafted to establish public land development authorities,
 

policy-makers mix together contradictory objectives in an effort
 

to achieve consensus, and fail to grasp the operational
 

implications of the policies they promulgate (Schoen, 1987). 
When
 

the agency is put into operation, the conflict inherent in
 

simultaneously pursuing contradictory policies quickly surfaces.
 

Even if the policies are not in direct conflict, too many
 

objectives can severely limit the capacity of public land
 

development authorities [Keare and Parris, 1982).
 

...projects should be kept simple, striving for realistic
 
design and speedy implementation. Key elements, such as
 
appropriate locations, reasonably secure tenure and efficient
 
credit mechanisms, must be present in some measure ....(the
 
process of identifying potential land development projects]

should lead in turn to more accurate choices as to what to do
 
first in a given seL of circumstances.
 

The public sector does not have the luxury of focusing on
 

such relatively simple and clear-cut goals as profit-maximization
 

and time- and risk-minimization. Instead nublic agencies 
are
 

called on to tackle complex "messy" problems. Unfortunately, this
 

usually reduces their capacity for effect.ve action.
 

Ii1it
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performance and Risk--taking Incentiveis
 

One of the most serious problems associated with large
 

to
organizations is that it is difficult to encourage employees 


maintain high levels of performance and to take risks to achieve
 

goals. While the reasons for this are complex and beyond the
 

scope of this paper, 'it is generally due to the administrative
 

style of large institutions and the patterns of rules and
 

regulations which act to shape behavior. Since large institutions
 

need stability, rules are set to insure constancy of action.
 

These rules limit performance to that required, and stifle risk

taking.
 

Land development is full of risks and uncertainty and
 

change. Land development personnel need to be entrepreneurial and
 

aggressive, they have to work quickly to capitalize on emerging
 

opportunities. In most cases, large organizations, whether they
 

are public or private, are not well-equipped to be land
 

developers. Large organizations do not attract entrepreneurial
 

professionals, and they have limited tolerance for independent 

actions. 

In the private sector, most land developers, regardless of 

whether they are "formal" or "informal", are highly 

for example, most land and housing
entrepreneurial. In the U.S., 


developers employ fewer than 25 professionals and produce fewer
 

than 50 units per year. These pattern is found in developing
 

countries as well. As Eichler has vividly described, most early
 

attempts by homebuilders to profitably expand their operations
 

failed because they did not design an institutional structure
 

that rewarded branch managers for high performance and for risk
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taking. Large private sector corporations have had the same
 

problem with their real 
estate divisions as well.
 

In the public sector, most land development agencies are
 

quite large, frequently having thousands of employees. Obviously,
 

these agencies are much more bureaucratic in structure and style
 

of operation. Professionals working in these operations will tend
 

to be concerned about following the rules and playing it safe.
 

They aren't interested in taking risks because there is no
 

incentive to do so. Ultimately, given the possibility of
 

conflicts arising in the execution of policies and programs,
 

staff may opt for inaction. This pattern of inaction, produced by
 

conflicting goals or contradictory directives from central and
 

provincial managers has been well-documented (Amos, 1984].
 

The larger the organization, the more difficult it is 
to
 

encourage high performance and risk-taking. However, if land
 

development is decentralized, and branch managers given broad
 

latitude for achieving objectives and rewarded for taking risks,
 

staff will be more entrepreneurial. These systems 
are more
 

difficult to design for the public sector than the private
 

sector. But they are not impossible to create.
 

Scale of operation
 

In the previous section, incentives and risk-taking were
 

discussed in the context of the institutional style, size of the
 

operation, and how it influences staff performance. In this
 

section the size issue is taken up again, but in terms of the
 

economies of scale ot operation. In most cases there are
 

diseconomies of scale in the production of land and housing
 

1i-2()
 



as the agency gets larger, the per unit
developments. That is. 


cost of production increases. This is because the overhead cost
 

of the operation increases faster than any reduction in the
 

direct cost of production of units. Available economic research
 

in the U.S on the economies of scale on house building suggests
 

that there are no economies of scale beyond the production of 500
 

to 1,000 dwelling units per year-- a level well below what most
 

public land development agencies produce (Masiel, 1953, Herzog,
 

1963 and U.S. Congress, Office of Technology Assessment, 1986]
 

This suggests that large land development entities have more
 

limited capacity to produce housing efficiently. Furthermore,
 

these larger firms are much less flexible. It is harder for them
 

to respond to changing market conditions.
 

Operational and Strategic Flexibility
 

The capacity to respond to change requires three things: The
 

knowledge that change is necessary. The ability to change. And
 

the desire to change.
 

In many cases land development entities simply do not know
 

that the marketplace has changed. Unless they are constantly
 

gauging the market, most agencies will not notice shifts in
 

demand or supply. Both private and public land development
 

entities are subject to this oversight. In fact, many large
 

corporations have poured millions of dollars into projects that
 

should have been halted or radically redesigned. In many of these
 

cases, project managers failed to properly inform executive staff
 

about deteriorating market conditions [Sigafoos, 1976).
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Lack of knowledge is more likely in the public sector, where
 

project cashflows are not closely monitored and where it is
 

usually assumed that they face no competition from the private
 

sector. Without the pressure of competition, there is no
 

incentive to constantly monitor market conditions. As a result
 

many public agencies are blissfully ignorant about housing
 

conditions (Baker and Kampholpan, 1987).
 

But even if they recognize that the market has shifted, they
 

may not be able to adjust their course of direction because of
 

regulations or policies. For example, a public land development
 

agency may have to follow a regulation that it must produce plots
 

or dwelling units at or above a minimum size, which, given
 

current market conditions, is inappropriate. Unless the rule can
 

be changed, the agency cannot adjust to new conditions. While
 

most rules can ultimately be changed, it may take several months
 

or years to do so. In the meantime the agency is out of the
 

market.
 

Finally, the agency must be motivated to make necessary
 

changes. Sometimes, decision-makers are reluctant to make changes
 

because they are concerned that others will interpret them as
 

corrections of mistakes. In other cases, agency staff may resist
 

changes because of the uncertainty, turmoil and diminished
 

political and administrative power they often create.
 

To be flexible, the land development entity must: 1) know
 

that chan.. is necessary; 2) be legally permitted to make needed
 

changes; and 3) have the desire to change. These conditions can
 

be found in both private and public entities, but are less
 

prevalent in large public agencies.
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Resources and Talent
 

The final factor shaping the capacity of the land
 

development agency is resources and talent. Land development
 

operations are normally multi-year ventures, and they need to be
 

well-capitalized to be successful. Financial flows need to be
 

constant and structured to meet the development needs of
 

programmed projects. Private land development efforts have gotten
 

into serious trouble because the flow of resources was not
 

sufficient in terms of annual amounts or time commitment
 

(Sigafoos, 1976). Similar problems have occurred in Tunisia and
 

Lagos where the financial supports for development actions
 

receded (Kitay, 1985).
 

The staffing of land development agencies is a difficult
 

matter worldwide. As the description of the overall land
 

development process illustrates, land development is extremely
 

difficult and requires analytically and politically sophisticated
 

professionals. Finding, attracting and retaining such staff is a
 

major challenge in both the private and public sector. In
 

developed countries, private formal sector salaries for project
 

managers of land development projects range from $60,000 to
 

$200,000 per annum, and frequently include additional incentive
 

compensation ranging from between one and five percent of the
 

profit generated by the project.
 

Public sector salaries rarely approach these levels. As a
 

result, it is difficult to attract and retain the best staff. One
 

method to increase compensation is to create a separate
 

development entity outside of government. In such cases, staffing
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occurs outside of the purview of government civil service
 

regulations and higher wages can paid and incentive plans
 

offered.
 

CONCLUSION: DESIGNING SUCCESSFT. rUBLIC LAND DEVELOPMENT AGENCIES
 

If governments truly wish to make public land development
 

work, they should consider the following seven design
 

guidelines:
 

1. Create the institutions necessary to produce timely and
 

accurate information on 
land and housing market operations. No
 

land development agency, whether it is public, private or 
non

profit can successfully develop land without market information.
 

2. Find well-trained and experienced real estate development
 

professionals to manage public land development agencies. In the
 

long term, increase the supply of land development professionals.
 

This means prcducing professionals trained in economics, housing
 

finance, real estate market research, land planning,
 

architecture, construction engineering and management, and land
 

development techniques.
 

3. When setting up public land development agencies,
 

governments must avoid the temptation of burdening them with too
 

many policy and program goals. Instead, public land development
 

agencies should have limited and precise objectives that are easy
 

to understand and evaluate.
 

4. To the extent possible, establish the public land
 

development agency outside of existing governmental institutions
 

and design into it the capacity to reward professionals for high
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performance and risk-taking. This is much easier to do when the
 

agency's mission is clearly defined and limited.
 

5. Do not create large land development agencies. Recognize
 

set up
th' diseconomies of large-scale land development. Instead, 


several smaller land development agencies or autonomous branches
 

or types of
 to focus on specific geographic areas, 	target groups 


projects. Give each smaller agency autonomy to achieve goals 
and
 

that are successful.
reward the ones 


6. Design the agencies to be flexible; do not encumber them
 

with too many rules and regulations. Instead, have the 
head of
 

each 	agency or branch prepare annual development plans 
which
 

strategies for achieving
outline production goals and describe 


targets. Institute a review of plans and activities each year,
 

and require agency managers to alter plans to meet 
goals and
 

increase efficiency.
 

7. Accurately estimate the financial costs associated 
with
 

starting a public land development agency. If the 
agency is
 

created, provide financial resources necessary to 
underwrite its
 

operation for at least the first three years. Later, the agency
 

should be self-financing. Compensate staff at levels 
commensurate
 

with the private sector.
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I INTRODUCTION 

The increase in the population of the east bank of Jordan from
 

600,000 inhabitants in 1952 to about 2,500,000 inhabitants in 1985, in
 

addition to other factors such as rural/urban immigration along with
 

forced immigration, have aggravated housing needs in general .
 

High urban land prices, large plots sizes, restrictive
 

planning and building regulations, inadequate access to established
 

financial markets and the absence of a comprehensive housing strategy for
 

Jordan, all combined, have denied access of low income Louseholds to land
 

and housing they can afford, and have forced groups to squat on
 

government owned or private property.
 

To tackle this problem, following an agreement between the
 

World Bank and the Government of Jordan, the Urban Development Department
 

(UDD) was established in late 1980 to be held responsible to the Mayor 

and the City Council of Amman. The UDD start.ed with 20 employees and the 

number has now reached 200. The Professional Staff amounts to 165 or the 

total number" of employees. 

The UDD is playing an important role in creating a new
 

approach to the treatment of squatter and shelter needs for the lowest
 

income groups of urban dwellers. Under UDD projects, shelter, related 

infrastructure and community facilities are made available to the lower 

income groups at prices which they can afford, with minimal subsidies to
 

ensure replicability.
 

An upgrading site is a low income set.tlement in which ihe UIID 

benefits people through the provision of secure tenure, roads and 

footpaths, water supply, sanitation, electricity, commnity facilities, 

and building material loans. 

Site and services involves the provision of p]',ts with on-site 

infrastructure and a variety of on-plot development options. All 

community focilitics, schools, clinics, wommen traininig centers and 

community centers are provided besides n building materials loans. 

During the last. five years the average annual housing 

production by tIDD was about (900) plots in the new sites and GueV (350) 

plots in the upgrading sites. 
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Marks (the case study site) is one of six sites that make up the 

First Urban Development Project (UDP). UDP] consists of three Upgrading 

Sites and another three Site and Services. All sites of the First Urban 

Development Project were sold and allocated to the target. groups within 

reasonable time after completion. 

The rate at. which UDPI, units were allocated exceeded the
 

Department expectat ions.
 

DESCRIPTION OF TE-PROJECT 

1. Marks site Site and Services) 

The site is located in the north east of Amman about (15)Km 

from the town centre. It is adjacent to the ring road and 

Amman - Zarqa highway.
 

The site covers (22.28)ha and provides (680) residential
 

plots serving (4760) persons at the preliminary stage and
 

(7140) persons at the final stage, after the final vertical
 

and horizontal house extensions are completed by
 

benefici aries. 

The land was acquired in March 18th, 1980. 1DD staff 

directly started preparing the detailed design drawings and
 

contracL documents. Because of some tendering problems and 

the Governments decision not to proceed with the scheme as 

originally designed, the implementation of the site did not 

start till a year later due to redesign of the project at 

more gpnerous standards orf plot size, roads and footpaths. 

Plot sizes were increased by (50) percent and circulation 

areas by (200) percent. over appraisal standards. 

The marketing started directly after the completion of phase 

I construction and infrostructure works in Sept. 1984. By 

the Pid of 1.9R7, more than 90% of plots were allocated. 
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2. 	 Plot Types
 

A 	 Market Plots
 

PlotsTypeA:
 

Plot type A is a vacant plot. Its area is around 200 square
 

meters. It is provided with water and sewer house
 

to the electrical
connections and can connect directly 


network. It 	is located on asphalt roads. These are being 

prices to those who can afford them. Revenuesold at. market 
sale cross-subsidy tomade from the of this type is used as 


beneficiary plots.
 

P!ts_TY_jj
 

Plot type (11)is a vacant plot with a shop built in front of
 

it. The area of the plot is (106)sq.m. (H)Plots are sold at
 

market prices. They are provided with water and sewer house
 

and can connect directly to the electrical
connections 


network in front. of plot boundary. The market plot.s comprise
 

27% of the total residential plots. 

B. 	 Benefici aryPlos
 

* 	 P!ot_Typ_ B 

The area of plot type (B) is 150sq.m. It consists of two 

rooms and a latrine of a total built area of 36.64m2 . It is 

designed for a future extension both horizontally and 

footpath.vertically. It is located on an asphalt road or 

If two B type plots are built. attached, then each of them is 

are built separately each iscalled type 112, and if the plots 

called type B1I. These plots are connected directly to water, 

sewer, and electricity lines. 

P!ot_Typ!_Jg)_
 

The area of plot. type (C) is l5Osq.m. It. consist.s of one room 

and a latrine of a total built up area of 20.18m2.. It is 

designed for future extension both horizontally and 

vertically. It:is located on a footpath. These plots are 

connected directly :.owater, sewer, and electricity lines. 

PlotType-_._D)
 

Plot type (D) is a vacant. plot. and its area is 150sq.m. 

provided with water and .sewer house connections and can 

connect. direct.ly to the electrical network in front of its 

boundary. It is located on a footpath.
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Commercial Areas and CommunityFgcilities
 
Commercial 
areas include, shops and workshops are provided

within the site to fulfill the beneficiaries shopping needs
 
without having to go to 
the town centre; besides helping in
 
the subsidy of beneficiary plots.

Community facilities 
 like girls and boys schools, women
 
training center, community center, henlth center and mosque
 
are also provided within the site
 

3. PL T-PRICES
 

PLOT TYPE 
 STANDARD PRICE/PLOT MONTHLY
 
AREA/M 2 

.1.D. 
 PAYMENT
 
........... 
 .. ---. . .JD-


MarketingLHusingPlots 
A 
 200 
 3719
 

Coreshop 
 106 
 5789
 

Beneficiary Plots
 
(BI+B2) 
 150 
 5049 
 46
 

C 
 150 
 3890 
 36
 
D 
 150 
 2299 
 26
 

Beneficiary Loan Conditi9ns
 
* Down payment 5% 

Interest rate 8.5%
 
Loan Period 18 years
 

* Building material 
loan is available.
 

4. Financing 

Marka site, 
 as all the sites in the First irban Development
Project (UDPI) was financed by the World Bank and the Housing Bank 
as a loan with 8.5% interest rote, and by the Jordanian Government 
as a grant. The total investment cost. of trDP1 is around 21
 
million Jordanian dinars, out. of which a cost of 4.25 million JD
 
is allocated to Marka Site
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All costs spent on the Beneficiary's plots directly, including
 

costs of land, infrastructure and on plot development are to be
 

recovered from beneficiaries (Recoverable). Costs of Community
 

are paid by the Government
buildings and off-site works 


(Unrecoverable).
 

to be recovered from the total
 

The distribution 

2.9 million Jordanian Dinars are 


of funds between
investment cost of Marka site. 


the three funding agencies is as the following:-


Jord. Gov.
Worl~dBank Housing_an 


50% 50%
 
50%
 

* Recoverable Items 
50% * Non-Recoverable Items 

III PROJECT OBJECTIVES: 

the project is to provide an serviced
The main objective of 

groups. To ensure acheiving this
shelter for the lowest income 


following conditions:objective, the applicant. must satisfy the 

a. To be head of a household
 

b. To be Jordanian
 
per monthc. Family total income not to exceed 190JD. 

d. 	 Not to own land or flat in the Amman region 
five years.e. To be a renident in Amman region for the past. 

Except of being Jordanian, the other conditions 	are not asked for 

when applying for a commercial and market plot..
 

A. Pricing Strategy 

relatedThe main aim of the project. is to provide shelter, 
the income
facilities to lowest
infrastructure and community 


can afford, with minimum subsidy to ensure groups at prices they 

replicability.
 

In order to roach this aim: 

provided so that beneficiaries1. 	 Different. types of plots were 
and can afford.can choose according to what they want 
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2. Cross subsidy was provided 
from the sales of commercial and
 
market units surplus.
 

The pricing strategy for beneficiary plots was 
based on the
principle that beneficiaries monthly payment should not 
 exceed 33%
of their 
income therefore, a cross-subsidy was provided for some
 
types, especially for those built up oneo. 
 In the case of Marka
 
Site, only type C required cross subsidy.
 

Market Research Conducted
 
A survey of existing squatter housing 
areas in Amman has been
undertaken, 
 to determine 
 socio-economic 
 characteristics 
 of
 
potential beneficiaries.
 

Meetings and discussions 
were conducted with 
both public and
private agencies working in the field of housing, 
 to make use of
their 
 findings and research on the 
 demand of housing for low
income groups. In addition co-ordination 
and liason took place

with the planning agencies concerned such as 
National Planning

Council 
(M.O.P later) and Municipality of Amman. All showed big
deficit in housing supply for 
 lower income groups, as most of
 
housing was provided for the middle and high 
income groups.
 

Also aided with the 
 World 
 lank and ITID Consultants 
 more
information 
were obtained 
 to help in assessing the demand and
design Parameters for the low income housing projects. Some of 
the design parameters taken with consideration were: 

1. Household income of potential beneficiaries 
2. Mix and size of plots 
3. Number of rooms per dwelling 
4. Type of preferable house layout
 

The number of appl1 icant.s contacted the Department. after the
announcement 
 for registration was around 10,000 against 3500 units
 
available for alloration. 

This figure can be taken as a good indicater of the high demand. 

- -
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C. 	 Monitoring_SurveFindings
 

survey was conducted in July 1987 concerning the

A monitoring 


profile of the buyers in Marks. Survey results are as shown below:
 

ECONOMIC & FINANCIAL CONDITIONS
 

120.4
1. Average income of Head H1 (JD) 


150.3
2. Average total income of HH (JD) 


3. 	 Total income of H11 (JD)
 
4.2%
-JD 49 or less 

8.3%
-JD 50 - 99 

28.1%-JD 100 149 

35.4%
-JD 150- 199 

12.0%
-JD 200 - 249 
5.2%-JD 250 - 299 
6.8%JD 300 or more 


4. 	 Way of financing plot unit
 
24 %
- Cash 
76 % - Installments 


5. Average Household size (person) 	 7.1
 

Average Age of Head 	Household (year) 40.4
6. 


7. Occupation of head of 11 %
 
- Professional, technical and 13.2
 

workers
 
Administrative and managerial 	 0 

workers 
- Clerical and related workers 	 6.6
 

- Sale wo-ters 8.9 

- Service workers 9.0
 

- Agricultural, Animal Husbandry 0.6
 

and Forestry workers, fisher-

men & Hunters
 
- Production & Related workers, 49.1
 

Transport equipment operators
 

and Laborers
 
- Workers not. classifiable by 10.8
 

occupation
 
- Armed Forces 	 1.8 
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D. 


1. 


2. 


3. 


4. 


5. 


6. 


7. 


Location of job of Household Head
 

Place of Work Percentage
 
Abdali Area 
 21.2%
 
Jabel Luweibdeh
 

Jabel Hussein
 
Shmeissani
 

Sport city
 

Ain-Ghazal Area 
 12.1%
 
Marka North
 

Tabarbour
 

Zahran Area 
 9.2%
 
Jabel Amman
 

Abdoun
 
Um Utheinah
 
Suweifieh
 

Basman Area 
 7.8%
 
Jabel Nuzha
 

Hashmi
 

Kusur
 
Mukhayam Hussein
 
Mahatta
 
Wadi Marbat
 

Amman Center 
 5.7%
 
Kala'
 

Muhajreen
 
Wadi Haddadah
 

Yarmouk Area 
 5.7%
 
Jabal Al-Taj
 
Wahdat
 
Ashrafieh
 

Jofeh
 

Russeifa Area 
 5.0%
 
Awajan
 

Zurka
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5.7%
8. 	 West Aimnan 


Wadi Sir
 

Jubaiha
 

7th & 8th Circle
 

6.4%
9. 	 South East Amman 


Quweismeh
 

Abu-A] anda
 

Madaba
 

21.2%
10. 	 Unknown place of Work 


(Pedlers)
 

100.0%
Total 


E. LocationofPrevious
 

Dwel ing_% 

1. Amman / Abdali 	 3.2 

2. Amman / Ain Ghazal 	 13.7
 

1.03. Amman / Zahran 
34.0
4. Amman / Basman 
4.7
5. Amman / Center 

6. Amman / Yarmouk 	 14.1
 

7. Russeifa / Scneller 	 3.6 

Jabel Faisnl/ Jabel 

Shamal i/ Musherfeh 
5.3
8. Zarqn / Awajan 


9. Jubaihn/ Jordan University 1.0 

10. 	 Wadi Sier/ 7th & 8th Circle 0 
011. Nn'our/ Marj 1lamam 

12. Amman / Fla.,Ain 	 2.6
 

5.3
13. Amman / Badr 

1.614. Quweismeh / Abu Alanda 
015. l(hurbal Assouk/ Mokableen 
016. Snhab 

17. Outside Amman Region 	 2.6 
7.3
18. Amman / Nnsr 

19. Fheiss/Mahess, Sweilch 	 0 
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Percentage of HII that contain
 
the following No. of members
 
in Kindergarten
 
- Non 

- One 

- Two 

- Three 
- Four 

Percentage of HH that contain
 
the following No. of members
 
in Elementary stage %
 
- Non 


- One 


- Two 

- Three 

- Four 

- Five+ 

88.6
 

7.8
 

3.1
 

0
 

0.5
 

18.1
 

18.2
 

15.0
 

19.2
 

16.5
 

13.0
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The actual beneficiaries were within UDD's target group expectation, 

As a result of several procedures followed up by the UDD, for 

example: 

UDa's method in checking the applicants income certificates1. 


2. UDD's coordination with the Land and Survey Department 	 and
 
owntousing Corporation to ensure that the applicants do not 

land or housing unit within Amman region.
 

3. 	 The follow up social survey of applicants houses. 

soIt was not anticipated however that market plots would be sold 


such high prices. This greatly helped to subsidise
quickly and for 


beneficiary plots.
 

ALL market and beneficiary plots were sold soon after the completion
 

of each phase.
 

FINANCIAL PERFORM'ANCE OF THlE PROJEFCT 

The average land cost was (5.778) J.D/m2 

and supervisionThe infrastructure cost2 was
administrative

(2.83) J.D/m 2 , design(0.63) andcost was (0.18) .1.D/r , costs J.1/m 2 

financing costs were (0.72) .1. D/m2 . 

UDD has no nim in gaining profit, so the gross surplus gained from 

one project is used to subsidize another one. 

The gross surplus of Marka Site was used to cover the deficits in 

Quweismeh Site. 

In all levels Marka Site was successful, judging by the high demand 

from the project and by comparing withand the high surplus gained 
First Urban Development Project:. As asimilar other sites of the 

Marka site wan chosenresult Naqab Site which is less than 50Om. from 

to be one of the Second Wlrban Development Project Sites. 

-11 



VII HEFLECTIONS ON OVERALL EXPERIENCE WITH THE PROJECT 

The merits of the first development project that lead to its 
 success
 
are now 
adopted by many planning and financing agencies in the field 
of housing. Some of the successful principales used in the project 
and should be adopted in the projects to come nre; minimizing the
 
cost of unit below the affordability limit, establishing a
 
cross-subsidy mechanism to overcome unexpected risks and deficits in
 
other sides of the project, lowering the size of plots below the size
 
normally used and dividing the project into phases to be adapted to 
speed up and match the changing market demand. Also addressing the 
beneficiaries desires and customs in the design of the unit, and the
 
adoption of building individual units on the plot instead of the high
 
rise flats system proved to be more a-ceptable.
 

Although the first project achieved successfully most of its goals.
 
Still more additions were included 
 in the Second Urban Development 
Project as concluded from the monitaring survey on the beneficiaries 
residing in the first project site. Some of these modifications 
were: 

- More variation in plot sizes 108m2 - 300m 2 

- More variation in the types built. 
- Some additions in the internal utilities of the unit (such as 

kitchen, shower tray). 
- The construction of retaining walls on the shared wall between 

plots (when differences in levels exist) 
- enlarging the size of community facilities (C.C., W.T.C.) 
- The inclusion of more community facilities such as Emergency 

Centre and Post Office service. 

- 12 
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THE COMPANY
 

Belt El-Hal Saving and Investment For Housing Company Limited 

(BEIAN) "A Public Sahreholeing Company" 

Beilt Al-al Saving and Investment For Housing Co lid (Beitna) 

was established (in 21 oF July 19818 and registered under No. 186 

as a public sirreholding Company . On 16.10.88 six days after its 

sLatltiLory itiret il(I , I he ('nliriny w ;, ijlrr l ed I lie rihL tI commriierce 

ilo nct iviLien nrcrdinj In iln I-hinmrrnlidlim no d ArlI ic'len or Associ

ill in . i iluin i!; weI I ov I' ivi, y , l',l Id ri11e' I1ow, Willi ol plrim ining 

Future 

From lie heg inn igc , Ilie Bard oF I)reil.ors electrd 5 share 

holders, namely : 

1- ir. Hisham B. Zabian Chairman 

2- Mr. Huawia 11. Zabiai Vice chairman 

3- Mr. Mlirminad Ih. (ailan i Member 

/4- Mr. IlalaI . Arm iiLi 

5- Mr. l1trrii A. Sil<,,Pk 

and nlr)0inled Mr. Hoawia II. 7nhion ( 1AI gradhale-nngineer) as 

direc-lor (jenitrin . 

Shorlly nfl!erward,; , act ivil y was sel i (lears nod the ize oF 

Company qrew to hie 71 stronl rid warl Foulh to anchor 4 V inHer" p!oj

ct in SwaiFie~li ()i n iie'c ,f Ima Ni. 2111H1 /oneo 5 . Wilnl1 a I-111h 

and preliminnry job ( eles-riii innio from Ihli Iremi se of' comlnily II. Q. 

and Ihe Lw) lenclinq braoches ,operal in sanrleuI Ihe double and 

tenms were al lied Ihe diverse joli, (ef vi.iil rtirl im , 1a terinI 

handlinl , inprvisionn , (-(lirin l pi -1ils; , marketlulg and pulli

city. 

From pt.eslart every Ilan was cni'lied oul nod every slap taken 

was droctimenid , iistnosed au Iand,eu rIo hIeI FeuclInlk ifi di cLussioris 

and cennic u ll oroi evaltvl.e( . Iho llanal('ille l Ie IIl illn 'rit.eria 

Fur such rniiie 1iII respuiSeeval I ial ioin lii whi cthaler aII1d'Inolilr o F 

http:16.10.88
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buyer's desires arid saLisraction 

[he pioneer buyers who in were ourmoved rirsL greatest asset 
and motivation . We were encouraged by the success and finality : the 
quality which we presented , the Finish and Lhe variety sj,.Ji- laud and 
we pride ourselves that Ilie demand kept increasing so that , even
 
with our 
 limited rieans rid aim, at I)err-Fet ion , we were able to achieve 
a tnretle of e''iii l rt',I iiltI nhtriil 5 blrk'< ;i oiaii witI h nhout 411 npnrt.me
1ii filltiir, ll .r I Iii 11 ool imI t ii' it, iof Ir, ii I im r Viv'io ily of 5 
blocks arid 92 aportieis nlloyettiher . 

Enricnorerled iy t.tHi previnus hwinqili prri-jcls bui[ in SuwiFieh by 
the Company aid goodwill , ttie Eni reeriit arid Investme;t. departments 
chose the new site in t)ir [hubar .
 
A piece or 
 Init i~ns Irrc'tsed horderinj the southwesLern end oF Su
waif Jti proner Zone arnd surrounded by twn maini roads 
orie crossing the 
broad street tenrditq iii le souti froir Aira Ihitrl nod I[ie other branchi
rig froi the ({toeeii Al jna Airptort ttigh ,wy , and leadi (g deep into 
Abdoun arid pnrall It Ih e Atioiiii tRiadt 

A priimpt n i divirin' Itln n. ; tjr'r I itoioi. i P itcity was taken 

fcare oF , tIe i -d r buyersri tir ii' rert a priority arid tlie -Aroirdability 
hbye rs .otudited ni; 'i lltI . h!Itlitl (I, tI y , v Ia oy f io i sl , 11id apar.1ii01it
 

si'es . the 1Imntiti ilt ;tiied(itatt tt t're Jf~i iti)t ruly as the eid all
 
result bul t gain Fi l t. i
, ait a t1Msol n Ithus sphased 

war, irepnredt Io ;iiii'(X to tptie iijft ii nil il ion t car
 

; ii nll1 , plan 

i ils exltras 

parks , c lro;ed (uircitllt IV Il'(eirl yo nit cent rtl nI nLenae,a 
 hluOn r
 

swimitmiirtl prinl fulty cpippiitirit, ItMti !;pioils , play rotio ds, Sparlish
 
garden, hal I rooii , t ernii is cort 
 aint tei race Iouriges Fully equipped, 

Loo 

http:npnrt.me


S
 

the marketing notes eventually Formed a base and enlightened 

salesmanship thus ennl irag profeafsionos In present the public with 

ol desi go drafts gotour Deir tihuhor condom nitulns whic'h eveni when 

nnd sold before fihe Foundations were cointo the circle of liqld 

nsLrucLed 	.
 

Five bolcks hnd beer den iqnrecl t a stornd on n well- haped synme-

Iricnil ohilri- i iiri'r'i' oI Iild lihe piji'l 	 nl lirtivo'd 'rl fees pnicd. 

il'lf III- ;1iiil i f l ' i i i ni(fliliI1ll ill 1911)Pw I iii l r I Ii'vi r ll I 

the live bloci ks wli cli iiriiUl ii (' 92 oIIrmIIIII4 ! a111(ftiifil iog] to abouL 12UUU 

square meLer studios ( or one bedroom nparLment self-contained ) , 2 

Icedrooii apa
bedroom nfrl n rind.! of 1(11)- Mfll llip"ofllmel	e'n andI Ilrre 

.La rifer sizes were builtrLrenls of 140-110I Squa re unlel e,]-.; ill , ize 

by combining Lwo Or mre adjacent aparLments.to meet special orde rs 

, f11r-srt 0ey bUi Idings on7 dOumiUMS , ') hIlocfk , 9.;2af),rI ii MI 

IiOr Inrki ios , t house
tofi of Ifi(, fir l griOurld florar nflled fir 

, Iudle- niz d ife'-,jzr'd Iarid lie,. or f i'rlips
sim ll-sized 

farly il 1916 theForm fhe 01Hille of I le viilily Of tIown fOhe,. 

occrl fild lheir
place was 	 owor-u1liiH lik I a fleii. ' ;iii, I1f l I irusI ,tI lr s 

0 milhI I ( Iof ,ilie le lr. lbuik (' (i iself :11d ll i a [. ,e.,rdhllori ; n 	 rls ; 

; ioir'lrio ; r i lirlnhirii f i'd I li 1fe ,ll lpotime mosl of' Mle 

],)ffl ill !f il f is 1 111r, r ecean rri ann)ulI rierits were rnO drIo00 y ,b ili a y 

Cautious huyinrf belfiviour . 

Viv enid(,I ical rirurr' for reference aridilIe premises, were 

aimcl( rumiers frnm 1Lff.RfV It Irliu rlh fLIlK 13 .distinguished hy 

irrg each of a Living
1- BLOCK 4 fans 32 e frdrorm iInr1m F;ra('nil 


kilehri aid snervice , counter in
 
room , bedroomr , halth , buill-ill 


rs
fIli!; ln)l lie'n tI all floi
addi lion 	 t , woll-IOi-w;rl ci:;ipl illf . 

(WD 12U00)
 

2- BLOCK '(6 have 16 Il hrreehr hriuru ;fiiinerrf ,ac-f (see diagram 2 )
 

3 bedro(ii
 

2 ball, r' ll;
 

1 SpaCioLM kilihen i (Jf) 521lf1f
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BLOCK 7 consists of 16 apartlments 12 3 bedroorm and
 

4 2 bedroom
 
apartments Cthose sell at JD 22000 ) .
 

BLOCK 8 consists or 16 aparlirents 12 2 bedroom and
 

4 1 bedroom
 

apartments ( those sell at JD 1600t ) .
 

1&2 bedroom apartments are smaller in area 
yet Lhey do have the same
 
top quality materials , Finish and Facilities .
 

Vrial iolr rr(aolel d i I In' iliiilir'r orfpersnri; por- block and created 

n hal rv rin I :alhi lily ill Ill(' imrlirlo li'1 or1 lilteIi H , Ille sa ir-cnse,
 

the roof, aild l tr(J iallc.
 

Priority was given in he phasing oF project Lo the heavier 
needs
 
and thus aftcrr tir ates f r
o cF!-rrucl ifon and the Finish the yeard were
 
built up , the 
 pool , the Founrain , & lie playgrounds etc. 

The marremett sel th1 pol icy oF isirng self sources For financing all 
Lhe slages reapr 1ivrly nd Ihrer whrer Lhe down pnymenrts came , it acquired 
alrost. 11% of Ihe rnk(e-ip prirfc . A rrumiher OrF buyerIs though limited paid 

all the price but. all thre nllhers (,rrFi led hy Ire lmons externied Lo themrr
 
by -ie Comparwv . II alan m;preond Ihe 
 Ih over 


wirthout 


pymid ofl lip rrir 36 months 

no oyiirorrl a0 irle . charI rrii r i-F i rir extra lt) rilk-up 

llo
0a1i oir'a;r;(( ismir 0m .;Isihvy rrrr I1,, oalrrlirre:rrt a were mainly upper 
micidle-cl asa wilh ar1md;r'll i Iirr'mn orr ,i.r a i7Vsdl rerrolrIP rrii irrin Frorr 

revirled hot!Jo c; . Ileal i!;iritl 'ern ii ; (rrrrl!iniwln ijlr':l ririr:k u I Ileir erilirgs, 
which went down , I if. 


Ihej Comila 'n ;prjrrrlirl-1! Il1ry 'rirlll lI Ir;ry 


he raoi I i r i eam srnle a II yler ivestirent buying 

illllr' 
 a msl Ille sariie arllOurit (if 

rent. wilil. a riarlir irt will r1 l i II iir drwo Imrrierh IhIms ircreasing 
tireir slrare rfrflie hur . A I rwexlr l riHl; rrigl ie aparLTentLs ; Few 
ol.hers brught Ih invrest orirl Inirridl Iiu let Parentsll aged between 
32-51) iainily a1r1 faub i ly ;izf, warie, Ivirir Ifrom Iwo I IIre average . Act~ual 
residence riesidnrce rarte rnorgr; froim I Il A,;rimrra wlichimiakes it regligible 

Most of lief i ruyr' rirfoved f'-ri ire Arimin rr-rwrld'ri In Ilsa 
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The location was chosen simply because there was no need to cut 

the red tape or falter with the rormaliLies of Lhe routine on the one 

hand; and or another the price of land was nnL as snaring as it was 

every where else in Amman , Lhe zone beint, under the jurisdiction of 

Wadisseer unicipality . 

and promising , it slackenedWhereas the sales rate was iormal 

towards the miidcle n 19117 rind as is expeclod accoml)pinhingq the project. 

rtIn, ' m I iir't Wmt'; it tlr;il cult onatitlexe'; Ilnvlwilli i q n i I 
ollI .
[Iliit welIl
I iil ,1P I vrr-'/ 1 ww; nchi i' nlwmn lI :lldi 

;midt( tlttti ' I vye I nikA detni l(d ii;itk'l ilci ;tli;tly!;i!H ;t ro t iv! tily iiij into 

consideralJon stch fncLnr.s as 

- buyers nrf[Irdilily 

- material , I LIU l & 1l11/d Irit'V,5e 

- location , services 

- Lype nf lihunits 

- the racilit in , re{-t',nai ry aiol( otites 

- Life extran mid rli(n; t up (liin'lily f inih iioq 

as well as flprrnI/iiil ti/t tlir I/mytIirlt wilhio it r'i3/trt iitt Iti interest rate 

iIptiy . lht les f-and i;irkeLingJ departn/e.1i rntmlir" ri 'i/iq 

fit car,,'imd ()oil lirir rr,!m;illi -m1{il llrkdIiiil
all rorl/Cd ti " 

iiltrll i(lr o LhrOLutqh iiO.ervi-
I 


-

i d{I Wa y o f{ l i t ea .s 

ew s i I (Itif~t i o m mlli r e !; , (iil i h o i i l i r ;;l"i 1( .!r;l;ihl l fl 

Imtl if n : 

every i'n rk wn!i, tnlkerii {lm i niidIdli,rtir;!;d iii dnlni I . Ili(, survry cast.
nitij LO pt titl ii /ty1'/; witt wr/i' IliVi e ti the (it(e /ih and 

tii ttl' o Fl the tuirveya liqli. til a tirtr l tiitly Ihi il ; imw lfi/'1t!/lli was 

o{i i l iiiitti/ potl and other annethe tttlatagettirltth i; riar I f u dii I 

xes Iit lc - estf tt;itnt; mhi!ti i''r 

w' iSocio-Dnititirafphir icy ; it; I itrttit; litin! {t[Iie t lviiy or the Inve

sLment and leeial'lh ti)einritet- mid a retrdt of the hinyrr's social profile 

is beit ktel;h Inr I i intlr Iy wit Itliryttttt- Itt ituy at alttarttmen on on

wnrds deta its ttf hiity'tl'; tuntilttiini , i'i tltt , Ili'nln5eP i 
ll  , incomne etc. 

are alsno takntt cloii 
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Income Number Age Size Furmr-r Job Location 

Annual or [Groi Iesidence 

Workers 

below 1 2(0& 2 or [ondo Civil 
JD6000 under less 

36 
 5 2 20 8
 

7000 2 21-30 3 (wned Army 

(I 1) ll I0 l (1 5 

H1l110 5 51-4111 11 R I[.1 r I'rivoili:
 

10 10 26 20 20 35
 

10 00U 4 or" 41 i,' ') or Nun-rs Lxl)nl.riate 
mu101 nil P IlI 'O 

1 20 26 II) 10 

But. l- p r['pro'u ju"nu low !;oa.!7 , thu prjuCl sold rasterr 

F.l ( IIl I 'lexperpt , l<5, I hi julliy'; iul;i ; d it u ,nhIc iviLy initiated
 

by Ilarainuellt 
 Io 'to unlt lo buyers . Mr t 1 .11hu Iu Idhe riiade of the
 

Housing Onil< (d rioI , Io
n il l (frI 11 lie 1;ul, rin (l r'xliihjil wh;:. the
 
ren -es lal' iiivrufiir; Ii 1ul I,1 ;lirwI, r\l11i 'i;illi; Iltr'r 
 . 

Ih-'re is rl rirfl fur illnrinqe ,i t I l oir(pl; .o1) nurnirdinq to )plan
 

nlil(d st'lled( lfl ; Ii Iiir lllii; ;ilf e' nil jvi iiiwn!;o'ir ; !7;1hoo (l nlsI be use5(d
 

to Fa('e 'I fl[tIn ll ill( Itiiil1r,.r nodul 1111r,; I ]('kli (I' nllod if yuur supply is
 
there . Illwevwr , l'v'ry d(hvif'IoIlieiil f ruI ld l I W 01r10iuo acen)uri and
 

eoriiut ered . A t; I I i:;s 171 1('l71 
 Ihi i1j1',l Iliw oruly ilinstjre that. was 
alkenll when li('Inld ph i lwid vw; i In 7f iI li; yin,,ii of' fe n(lvince or to 

accel l 1I1% i t ';I (I )l ? '. l lil loii Ill il(,' I liit n rl ra)uilt . 

{-' ginser il ly , Ihr ri 11171illirIq l I!; !olu ilit il l"I jiF y . 

I 1171' 71'i PI'{l{ }'~ il{ 

Onilr i f illnlll1'pl I t, w1111 r oli rll ii 7 lI rom 7 l( eil na salesmen 
1n11,1'1-klod it Ill(-Ipi'r'v oF kI od. %i.; ai.hoo , (J otUm; nt id co)st..JD) 170,O00 

arid a'hmul ,l) 211,11H wnJ; lnii ( lov'vw, IlriiIl (1 toftil p 7l Inod ahLuairl per'mits 

and th grnidiini rndy . Ili(, fivf, h je1: ('lilno! 1111 io11l c1st, total led 
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JD 1,135,000,- was calculated as the cost or administe. nq the 

project , thus leaving a reasunalbe margin or profit not exceeding 

16% or the total cost 

The profit margin is held in conformity with the previous
 

projects in terms )f the li.ght changes or rise in prices as it is 

Company policy to be consistent and keep iLs good name with an aim 

at super finish , finest quality and lasny, slardards . Other projects 

as a result mitl Iwv yieldvd trIlii- irifilIn nine Ihy do iot observe 

I i se lm ritI n il wi it'll wo . i otm i :I 

When few apartrments had not been sold Ot yet , demand rose and 

we were as<cd to ;Inle even if Ihe pric n are, hiJq'lr ; this hd 

of ' in prices and the sourbeen a conseqren'e the dr[-lic rise material 

sudden ecomiic pricvn ; yet , manageinent (12ided t o sell at the prices 

already set and Irhe pricing policy wrs renstrict]ed to the criteria that 

have always twr corle;idier-t'd It(, llrrlit pol for. tInnmara along ;erm plan 

of ;i varieIy hrtsingr ditnemrJtihe const.ruclin of it s aceording to and 

needs f, Ihe poti"i . 

All Ihe ilnsmars are- prorpvrly dricrrmninl d f'o-rdinit ioin tetween 

ttepai-ttli nq lelintirn'!;maliptrila i (i of fc'dh;iirk , i-lnmiarks, iesol ts of 

i.ot;n rimn ;ItHJ I'e rll'rl ;Ill t1n' dc;l'llti tll,of dteveHtmn leitl. arird resarch 

an Iayn'ens, -II mntaa-r-rmiritit cit ;.rWItv I rri,It 11I' iIIre r-cnot I 

It ians henri i-cf r-rt to ;ihov c-aretrul r;rmrintlr(jnrirt sl( li1d ahtways 

nllint i en arc ait- lwniys It) ti tul iii atl.ior to elirmistan ; alert arid 

ntelp rinl< vvir lie ii r'xirl'td 1" di t'Inratiukria t h l t t Irive~rnlJ surprises 

that. aru rrrr I !;; l;i, ou ' rjlllj .l u tl 

anrd rin -.-uil iinuous overa.lThe tornilly's nrten f rc'e t<ecpn Jrlu Ith 

-view in it,, .t ivil il'; I1t,1ruii i i,viriirl nirutI iii-nu't iun irrr l itin experts 

are alIways 'a1 I i'd rolrit lit 'corl, illmrt 

No mar-ideli i l +riniq rrr wonir< lailtrn ever riecurted wi.ithrrut being grasped 

and ptl errtltlll Al roli alll -a tier l in exallliled.iIrllni- . it 
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,-cgemenL has Found it imperative to avoid huge condominiums 

because of the social problems that may arise . Lhiereconomic problems 

may make it diFficult Lo maintaiii a huge I)rojicL . Whenever some 

people do not honIour their commihmetr arnd] Fail to pay their share of 
the cost of water ;upply or electricity or janitor's pay or mainte

nance., then iL is certain that those who pay will suffer u.iSeparably 

as well .vrnIiF I'tw Su)I mllaysIufFf rit iS iiith( , 1 . 

lo colclude! ;I I{) c';nI hi, lo';jril li ,I ri,al nlkill and persistence 

are needed Lo build u ) Such a )roIject.. Not ;-ly engineering expertise 

may be needed but expertsrin all the aspeCtCS O(of0ommUnity life are needed 

.NKI I
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HOUSING BANK 

Introduct ion
 

satisfy the needs ofI)eveloping countries are on their way to 


their people according 
to their income & purchasing power. 

when Saqer started its business in housing
In 19H3 

most of the real estate developers focused their
development, 


on certain types of buyers;and those were the upper
attention 


classes who could pay more.
 

History of the Company
 

Saqer was established on May 17th,1983 starting with three 

civil engineers,a secretary,and one accountant at their office. 

at. sites were -onducted byOn the otherhnnd,al constructions 

subcontractors
 

Objectives of the Company
 

As Saqer is considered to be established to serve the community 

the average annual housing production as calculated over the past 

five years is 32 units per year,where mainly types of houses 

which
produced are 2&3 bedrooms apnrtments. Yet studio flats 


consists of one main bedroom, and seimi villas were also 

considered. 

vrt. yy-vii vtq . ,e t/lvIr &Aii
W IYI ~~jI V1,IJ W ,. C-11.. Tvq V1~ - 125 ~AZ 

2l Cable Add. ISKAN Tclex 21693. 22061. 23460 ISKANJO P.O. Box 7693 TeL 667126/4
Abdali police college Str. Facsimile:6791hn- Amman -

I 0 /-,I,(,,, i- .,,
 



THE HOUSING BANK
 

The company's main strategy is po'oduce units to serve lowto 

middle income people who live in west & east Amman as they
 
represent the majority of the potential buyers. The case project
 
was produced as the main target of' the company is to serve people
 

according to their income
 

Case Study Project
 

AlSaqer Building No.10 A&B
 

Description of the Project
 

The project whi ch Saqer wants to present is AlSaqer Building
 
No.10 A&D built in a local area in Jabal AlKader near Refco
 
Housing Project. And it wans [rodut:red as a low- vost consisting of
 
two bedroom apartments with 14 units two plots each 
312 aq 
meters, where ns the unit. size in 69 s( meters. 

On June 10,1985 the acquisition of land took place, and on
 
September 17th, 1985 
the compnny started their marketing plan. In
 
one year the project was sold out (May 20th,1986). The project
 
consists of two hedrooms,a kitchen,and n bathroom .Each unit. is 
69 sq meters. All units were priced for 9500 JO, except ground 

floors & roofs for 10000 .11). 

2 
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HOUSING BANK
 

Background of the Project
 

I - Preparation
 

The company first. started with an observation study of the 

market in the area, and the availability of services; such as 

schools, buses,nupermarkets. Then feasibility study of the area 

Land acquisition and construction of
and the project was done. 


project started after that.
 

2 - Purchasing Agreement
 

The project was purchased from Refco who financed land
 

they financed the
purchasing for 75% of its value. Then 


50 JlD/m. During construction the
construction at the rate of 


from customers which contributed
company received flown payments 


in the process of financing, where the company financed permanent
 

costa.
 

Project Object i yes and tanrgel. popu Int i on 

serve the low middle income peopleThe project wos produced to 

income between 150 &
for people around :30 & 40 years old whose is 

250 JI) for mos ily pri vate sectors. The project v'-s to serve 

families consisting of 4 to 6 persons
 

8 12 lclcx 21693. 22061, 23460 ISKANJO P.O.Box 7693 Te 667126/4 
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THE HOUSING DANK
 

At that 


company's 


goal was 


sold at a 


time, the 
size of units and prices to compete with the
 
project 
 was not available. 
 For this reason,the main
 

to have the project completed in a short time and 
to be
 

sale rate of 10000 JD for the majority of people.
 

Pricing Policy
 

The 
price was established 
on the loans The Housing Bank will
 
give to the potential customers (7500 JD), 
 which will help the
 
buyer to 
furniph only 3000 JI).And 


low-middle income people 
it is not 


pay this amount and the firm used 

was not available .The 
 company 


considering 
 the ability 


as the project is 


difficult for 
 the 


t.o accept. installments 

determined 
 the 


to serve the
 

buyers to
 

if cash 

price by
 

of the target. to pay compared with the
 
price of other companies.
 

Type of Market Research
 

No Market research was conducted 
 for this project but the 
company collected information by observing the other competitors; 
visiting their projects;noting the designs and units sizes &
 
prices; observing their 
speed of marketing
 

Meanwhile,the company decided that itheir target of potential 
buyers will be low 
- middle income people who need 
a good shelter 
and not a luxurious house. For that the project. was produced 
to 
serve such buyers,hut they did not conduct any surveys
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iEHOUSING BANK 

/a the company did not undertake any other competitive projects
 

they had to depend on their previous experiences in this
 

field,and on the notes taken when observing other competitors.
 

How wan the project sold out.
 

The project was sold out. faster than expected, and some buyers
 

were as per expectation and some were unpredictable. They were
 

those who owned houses and only bounht the apartment to rent it
 

out to others. Investment was a major reason for the buyers as we
 

can see in the list attached. The project was expected to be sold
 

out to help people cut down some of their expenses;such as the
 

renting costs,and to have his own house.
 

Though the company did not follow a specific marketing plan and
 

did not study the feasibility of' the project. systematically,the
 

results were nonetheless good and as expected. The same project
 

was repeated and has succeeded as well.
 

Most of the real estate d,velopers focused their attention on
 

providing houses fOk- the middle and upper classes and neglected
 

those who do not have the purchasing power.So, Sager decided to
 

respond much to the need of the low segment. of the middle income
 

group due to their limited power of paying more, and provide
 

those who were in need of inexpensive houses and shelilt er.
 

Since the project was to mept the needs of a specific group,and
 

the invested capital was reld ive!ly low, it was a bil success for
 

the company,though they had to accept offers for exchanging two
 

units for one plot in Sweifiah. 

dan - Amman - Abdali police college Str. Facsimilc:678121 Cable Add. ISKAN Telex 21693, 22061. 23460 ISKANJO P.O.Box 7693 Tel. 667126/4 
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THE HOUSING BANK 

Financial Performance of the Project
 

A - The project costs
 

I - Land cont per dunum : 25400 JD ( JD / sq meters 

2 - Cost of landfill 1000 JD 

3 There was no cost of land developing 

4 - Cost of building ( average across all units ) 68000 JD 

5 - Administrative costs & fees : 18372 JD 

6 - Gross profit 23855 JD 

D Profitability -- gross profit margin / total costs : 20.3 % 

C Profitability(gross profit margin/total invested capital):79%
 

Economic and financial performance of project 

Compared to other firms projects,t.he company consider the
 
project a 
 big success since the invested capital was relatively 
low. Although the project. was to serve only low - middle income 
group,the amount 
 of profits made was not different from that of
 
other companies target ing higher income households 

6 
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EHOUSING BONK .. ,.
 

Although the company did not follow a specific marketing
 

research, the project was a success as low coat houses are very
 

fast in construction and accordingly in marketing. As the project
 

was sold out as expected, the company would conduct similar
 

projects, but not on a massive scale for the policy of the
 

company is to give the buyers more options to choose from
 

Reflect on overall experience with the project
 

In order to carry out such projects, the company recommends
 

that it is important that one should study the demands of the
 

market first as people nowadays tend to avoid luxirious flats and
 

big houses.
 

The company took in mind that inexpensive houses are what
 

people tend to look for, even if it was for investment only. And
 

this will 
assure them of the success of the project conducted,as
 

they will help those who have low income to own a house and
 

considered to be the majority of the population
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THE HOUSING BANK
 

Unit 
No. 

Income/No. of 
workers 

Age Ilousehold 
size 

Location of former 
residence 

lype of Job / location 

1 300 JD/1 30 5 same area/was owned Amman/contractor 

by him & sold 
2 250/1 40 7 same area/rent RJ employee /Amman 

7 
3 290/2 43 9 same area still 

owned 
Amman/contractor 

C 4 300/1 36 4 Qatar /rent leacher / Qatar 

- 5 
66 

7 

1 260/1 29 6 same area/renL shop owner /Amman 

2 700/1 32 4 Saudi Arabia/rent Mechanic /S.A. 

3 220/1 34 4 label Amman/rent leacher/Amman 

4 290/1 29 4 same area/rent pipe fitLer/Amman 

C 5 220/1 33 5 Kerak/renL Electric Authority 
'a Kerak 

6 250/1 26 1 Amman/rent salesman/Amman 

7 300/1 29 6 Amman/rent black smith/Amman 

N Unit No. 5 was purchased by 32 years o(ld woman who is curr:nLly living in a 
rented aparement. in Ashrafia & let. ing o.t, the Apartemenl.. 

Units 6 & 7 were purchased by rela eslale merchanil who so (I lhe Company a 
plot of land in Swefiah in Lt' exrhianrqe ol those lwo nrit.s. 

Unit No. 2 was purchased (for invetment.. 

Unit No. 3 was pur:hased for inves.tmenL. 

* Unit No. 6 is let outL hy the owner. 

/h.h.
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CASE STUDY - ABU NUSEIR NEW TOWN 

HOUSING CORPORATION 

is a public institution. 	 It 
The National Housing Corporation 

now governed by law No. 27 for 
was established in 1966 and is 

full financial and administrative autonomy and 
1968. It enjoys 

of its business.rights for management 

of the Corporation are:The objectives 
of land, preparing 	 designs, feasibility

- Aquisition 
according to 

studies and implementing houses 

or rentThese houses are either 	 for sale 
programmes. 

for limited Income groups. 

for individuals and/or
- Providing construction loans 

has the rightThe Housing Corporationcooperatives. 
of costs, design, 	 and 

to ensure the suitability 

of housing projects to ensure the use of 
supervision 

of these loans.loan for the purposesthe 

on general housing policies and 
- Advise the government 

to Zoning in collaboration with the 
its relation 

at the Ministry of Municipal and 
Department of Zoning 

and other publicand the EnvironmentRural Affairs 

corporations. 

a board of 
The Housing Corporation is governed by 

and Housing.by the Ministry of Public Works
directors chaired 

of the board of directors is as follows: 
The composition 

and lousing Chairman 
1. 	 Mini, ter of Public Works 

Iousing Corporation Vice-Chairman 
2. Director General 	 -

Member 
3. 	 Mayor of Greater Amman 


of Department of Lands

4. Director General 

Member
 
and Survey 
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5. . Director General of Housing Bank 	 Member 

6. Representative of Ministry of Planning 	 Member 

7. Representative of Ministry of Municipal 

and 	Rural Affairs and the Environment Member 

Member8. Representative of Central Bank 

9. 	 Representative of Jordan Electricity 

MemberAuthority 

The board of directors mainly concerns itself with broad 

rolicies and programs, rules and rogulntions and in,,.tu,t it,.ms 

as the budget, and also makes final decisions regardingsuch 


personnel affairs.
 

The Corporation is run by the director general who 

exercises full board membership with full 	 voting and is 

responsible for the implementation of the decisions of the board 

The director general has full authority to handleof directors. 


day-to-day administrative affairs.
 

The body of the Corp,,ration is presently organized into 

a of division.five main functional divisions, each under chief 


Figure(l) introduces the organizational chart of the Corporation.
 

Since its inception, the Corporation improved its staff 

for the functioning ofthrough the attraction of necessary skills 

present the total number of its employeesthe Corporation. At 

to be (331) of which (94) are professional full-timeaccounted 

employees. 

During the planning period (1980-1985) the Housing 

projects in differentCorporation made plans for (20) housing 

Governorates comprising (7663) housing units for limited income 

average of (1,200) housing units annually and to groups on an 


of housing arising increasing
fulfil part the needs from in 

population, replacement of non-upgradable housing units, 



Figure (1)
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overcrowding, to provide shelter units for institutional housing, 

and to house workers in industrial sectors. The Corporation also 

gave more attention to house the bedouins who live in historic 

caves and tents in Wadi Mousa area in the Southern region. It 

is also worth noting that the Housing Corporation implemented a 

housing project in Marka to reside (700) families whose old 

housing units were demolished as a result of improvement of the 

eastern entrance to Amman City. (See figure 2). 

In addition the Corporation has supervised (11) government 

building projects. 

It is of importance to note that all housing projects 

executed by the Housing Corporation were provided with public 

services such as water, electricity, sewage treatment, commercial 

shops, health units and schools. 

Sources of funds for the implementation of the Corporation 

housing projects are: the General Budget (15 .), Internal L,nans 

(61.) and the Housing Corporation self-finance (24.). 

As to type, housing produced by the lousing Corporation 

are semi-detached and apartment housing units. 

ABU NUSEIR NEW TOWN 

Abu Nuseir new town copes well with the main task to offer 

housing to the governmental employees working in Amman and to 

the employees of the private sector because these working places 

are mainly located in the northern part of Amman City. In 

addition the several industries around Sweileh and Baq'a and the 

scientific institutions around Jubeiha offer a considerable number 

of jobs. 
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Figure (2)
 

Housing Projects Executed by the Housing Corporation
 
during (1980 - 1985) 

Year of 
Const. Name of Project 

No. of 

Housing
Units 

Cost/M 2 

A 

1980 Journalist Housing 

ZiLlet Farkouh 

Karak/2nd 

Bdoul/Wadi Mousa 

Aqaba/Industrial 

67 

392 

92 

100 

1,554 

92.4 

102.7 

96.6 

71.42 

103.66 

1981 Sahab 

Customs - Mukablan 

Al,3an/ApL. 

Abu Nseir 

258 

132 

48 

3,655 

105.7 

71.5 

97.7 

178.0 

1982 Kudat 

Jerash 

Mafraq 

Ma'an/Railway 

Ma'an/Glass Factory 

66 

60 

104 

252 

426 

128.8 

120.4 

117.7 

102.0 

169.0 

1983 Rusaifa/2nd 

Ain Janna/Ajloun 

Um Qais/Tafeeleh 

Tafeeleh/2nd 

124 

57 

97 

78 

94.2 

129.7 

109.3 

134.7 

1984 Ma'an/2nd 41 94.1 

1985 Hisha Beidah/Wadi Mousa 

Total 

60 

7,633 

85.9 

/7/ 



for the New Town of Abu 	 NuseirGeneral Objectives 

expand and improve
I. 	 The main objective is to the 

the Amman region.supply of 	housing in 

suitablyof this 	 housing into a 
II. The 	 concentration 

prevent 	 the uncontrolledin order todefined area 

growth and disper.,sal of Amman. 

TI. The creation of a 	 "New Coiniiity" with its own 

character.
 

Location of project
 

is 2930 Dunums and located in the 
The area 	 of Abu Nuseir 

part of Greater Amman, approximately 15km from 
northern 

thus within the sphere 	 of 
the center of Amman and 

of the "Amman Urban Planning Project" which 
Influence 

30km (see figurea distance ofAmman to 

Among the fundamental consideratinns took
encompasses 

which 
No. 3). 

are set:
place in selecting Abn NuSeir site 

of about 	 15 kmn was considered as ideal 
- The distance 

transportation with 
because for working in 	 Amman, 

whereas 
direct bus connection is 	 easily fairly good, 

for the shops as well as for 
the distance is big enough 

out of 	 the
and social activities to be

cultural 


the Capital.
commercial shadow of 
a new 

- The northern part of Greater Amman needs 

culturalwith modern shopping areas,
service center 

The land acquired by
and social seirvices.activities 

(tiC) offers suitable sites 	for functions
the Government 

places for the persons running 
as well as dwelling 

Abu Nuseir therefore also improves
these institutions. 


and Jubeiha.
the situation of Suweileh 
for agricultural

- The site of Abu Nuseir is of no value 

is scattered on very few 
uses. The existing farming 

the site is not to be 
swmli plots, neverthelessand 

called a real desert. 



Figure (3) 
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area 
Abu Nuseir is situated in a climatically favoured 

from the
with good ventilation and air coming 

pollution.northwest without 

Abu Nuseir by its location in an empty and 

offers the possibility of 
topographically suitable area 

towards southindependent stepsexpansion in several 

east. The situation of the existing network of 
and 

region as well as the suitable 
main roads in the 

of the existing villages makes such an 
distance 

ant easy to integrate into t-,,logicalexpansion very 

regional context. 

Phase I: 

1576 DunumsArea: 

which include onehousesPhase 1: consists of (16) types of 

of houses 
family houses and multi-family houses. All the 

Total number of the executed housing 
are semi-detached. 

units with infrustract, ral 
units in Phase I is (3650) housing 

sewage systems, sewagesupply network,services, water 

treatment plant, roads, electricity and telecommunication 

town of Abu Nuseir al.,o comprises the 
new 

for boys and girls, 
network. The 

basic public services namely 6 schools 

Community Development Center. It 
health clinics, and a 

of a Commercial Center comprising of 80 shops
also consists 

business activities and 
and 5 local shops for d;fferent 

recreation facilities. 

A sumary of the history of Abu 	 Nuseir New Town 

the acquisition 
a. 	 Government decision to build a new town and 


new town in 1977.
area Lo build aof a suitable 

offor the submissionannouncementb. International 

documents early in 1977, and the 
prequalificatlon 
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establishment of a short list of the qualified applicants. 
Submission of the offers ai I projects on 2 May, 
19 7 7 .Examination of the projects and chosing the consultant 
and signing the agreement in 1977. 

c. Data was compiled, questionnaire carried out, feasibility 
study done and completing the different stages of des!gn 
and documents of tender by 1979. 

d. Chosing the contractor through international announcement 
for s:' ,rii.idon of pr'equalification, anti the establishmeit of 
a short list of the qualified applicants. Submission of the 
offers and the chosing of two contractors and singing the 
contract by May 1981. 

e. Chosing the Consultant to supervise the work in Sept. 

1981. 

f. The construction period from May 1981 to January of 1987 
excluding district heating which is under construction and 
other minor works. 

g. Selling the houses early in the year 1987. 

The Prospect Population of Abu Nuseir 

An inquiry was executed through questionnaires sent to the
 
government 
 departments. 860 questionnaires were returned and
 
evaluated 
and some of these results are summarized as follows: 

Age structure 30 . are under 30 years old 

50 are 30 - 39 years old 

relatively low over 50 years old 

Marital status 78: . are married 

55 . age group 30 - 39 years 
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Family size 	 The average size of the marrier' families 

will be approx 5,23 persons/family. 

15 . of the families have 8 and more members. 

Type of job 	 2/3 of the applicants are classified 

employees. 

- More than 60. 	 of the applicants live inPresent dwelling: 
a rented dwelling. 

- :5p. contnin 1 or 2 rooms. 

40 contain 3 rooms. 

Family income : 	 The average monthly income of the family 

(includng the earnings of all the members) 

is JD 127 and therefore increases the income 

of the head of family by approx. 30k. 

Pricing Strategy: 

!. Summary of the estinuited costs (in JDIOOO) 

- Road building within the boundary 02,073 

(Signals incl. 
- Schocls 04,506 

- Other public buildings 02,568 

- Commercial buildings 01,362 

- Services within the boundary 04,320 

- Landscaping and public car parks 01,799 

16,628 

- Unforeseen 15Z. 	 02,494 

19,122total excl. Hcusing and Land 

- Land costs 02,500 

21,622 
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Housing average variation a) 49,905 

171,527 

Housing high variation b) 55,075 

76,697 

Housing low variation c) 44,958 

66,580 

The estimated prices are those of spring 1978.
 
Building interests, charges, 
 taxes, financing costs, proect costs 
and administrative work of Government are not included.
 
The actual building costs have 
 been estimated. The estimation
accords to the present stage of the project in this planning 
phase. 

2. Number of Units 6068 
3. Cost of a Unit (Average) JD 8,450
4. Household Average Income JD 100/month
5. Possible Payment JD 25/month
6. Basic Price of m2 Variation a JD 6 3/m2 

Variation b JD 70/m2 
Variation c JD 56/m2 

Analyis
 

The estimated cost during the design stage was presented
in 3 variations for housing. Making a comparison between the
estimated cost, the selling price and the actual cost possible, we 
make the following suppositions: 

1. Schools, public building, commercial buildings are not 
Included in the cost. 
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2. 	 The estimated cost of Stage I for the sake of comparison is 

calculated according to the percentage of units of Stage I to 

the total number of the whole town. 

I. 	 The estimated cost of stage I is 

1 	 - Roads JD 207000
 

- Services JD 4320000
 

- Landscaping and public JD 1799000
 

car parks
 

-	 Unforeseen 15% JD 1228800 

JD 9420800
Total 

- Land JD 3200000 

- Housing variation a) JD 49905000 

Housing variation b) JD 55075000 

Housign variation c) JD 44958000 

- Total costs a) JD 62526000 

b) JD 67696000
 

c) JD 57579000
 

Cost of Stage I a) JD 37413000 

Cost of Stage I b) JD 40507000 

Cost of Stage I c) JD 39839000 

Cost of m2 JD 85-92 

of design,The 	 consultant did not consider the cost 

supervision and financing. 

II. 	 Defining the selling price: 

The prices of the dwellings defined after the contract of 

Stage I were awarded to Sogex and Catic. 
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This stage includes Housing, Roads, Water, Sewage, Storm 
Water and Sub-stations. 

The value of the two wascontracts JD 39,838,000. 25k was 
added to it for design, supervision, financing, land, other 
services. The cost became JD 49,798,000. The cost of square 
meter is JD 113. (See figure No. 4). 

I1. Actual Cost of Abu Nuseir: 

1. Figure No.5 summarizes the actual cost of Abi Nuseir. The, 
actual cost do not include the following: schools, the value 
of Sogex Camp and material which were forfeitured by HC 
and the telephone network. 

The actual cost including the schools 78526
 
The cost of schools 
 -4403
 
The cost without schools 
 74123
 
The area of houses 
 442180 m2 
The cost of square metre JD 168/m2 
without schools 

2. The monthly payments increased much more 
than what was planned. Therefore the
 
government supported Abu 
 Nuseir on
 
14/2/1987 by the difference between the
 
actual cost and the selling price.
 
The value of support is estimated
 
(not final yet). 
 JD 29060 
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Types of Housing Units in Abu Nuseir New Town (Phase I)
 
classified by building area, No. of housing units, and selling price
 

Type of 
Housing BuildingArea/sq.m. No. ofDwellings 

Selling
Price/Dwelling 

Total
Cost(1000 JD) 

Unit iJD. 

A - 54 137 122 13,900 1,705.8 

A - 52 127 216 13,500 2,916.0 

A - 51 133 296 13,700 4,055.2 

A - 42 113 220 11,450 2,519.0 

A - 41 113 181 11,500 2,081.5 

A - 32 90 347 8,800 3,053.6 

B1 - 51 128 341 12,800 4,364.8 

B - 41 114 263 11,500 3,024,5 

B2 - 31 93 315 11,000 3,465.0 

82 - 51 138 315 16,000 5,040.0 

Cl - 31 92 64 11,200 716.8 

C2 - 51 145 207 18,300 3,788.1 

C2 - 52 134 211 17,000 3,587.0 

D - 51 144 218 18,000 3,924.0 

D - 41 112 206 14,800 3,048.8 

E - 51 135 128 17,00o 2,176.0 

Total 3,650 49,466.1 

Total building area/sq.m. 442180
 
Average selling price/sq.m. (JD) 113
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Figure (5) 
 The Actual Costs of Abu Nuseir
in thousands JD.
 

No. Main Item 
_ Land Design Super-vision Construc-tion Total % 

_ 
Finan-ing Total % 

1. 

2. 

3. 

4. 

5. 

6. 

Housing 

Roads 

Water Main 

Water Lateral 

Sewaqe Main 

Sewage Lateral 

1462 

75 

-

-

-3 

258 

14 

1 

0.5 

1 

3766 

205 

20 

5 

19 

48 

43706 

2396 

232 

64 

'224 

552 

49192 

2690 

253 

69.5 

244 

603 

88.75 

4.85 

0.46 

0.13 

0.44 

.09 

7390 

404 

36.5 

10.25 

29.5 

87.25 

56582 

3094 

289.5 

79.75 

273.5 

690.25 

88.92 

4.86 

0.45 

0.13 

0.43 

1.08 

7. 

8. 

9. 

S.T. -lant 

Electricity 

Telephone 

72 16 

2 

0.5 

227 

29 

2 

1674 

332 

24 

1989 

363 

26.5 

3.58 

0.65 

0.05 

208 

32 

3.25 

2197 -

395 

29.75 

3.45 

0.62 

0.05 

I0. 

II. 

TOTAL 

Financing to 

1609 296 1 4321 49204 55430 100 8200.75 63630.75 100 

J-). 

13. 

31/12/1986
Financing from1/1/87 to 14/2/87 
Total with Finan-Icing 

539 

16.4 

2164.4 

121.75 

3.2 

420.95 

624 

38 

4983 

6916 

430.4 

56550.4 

8200.75 

488 

64118.75 -

488 

-

-

64118.75 

14. 

15. 

16. 

% 

b. Support 

Tot.. 

3.38 0.66 7.77 

______-

88.19 100 

9450 

-

554 
5 

10004 

17. 

1 8S 

Support 
. Inols 

T o t l,vi t hSchools 

11 

-

______-

21 304 

I 

3544 

-

I 

II 

_980 

9242.75 

423.25 
Z

9666 

74122.75 

4403.25 

7RI;9F 

-

-
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In spite of the government support, the monthly payment is 

still high. The tenant pays 10:. of the cost at the time of 

receiving the house and the remaining is paid monthly on the 

relatively 	 high,basis of 5:. interest. The monthly payment was 

see figure (6). 

A change in this system was introduced. The government 

to take the 10v payment and extended the perioddecided not 

t,. 30 years. l'hi methnd of payments decreasedfrom 20 years 

the monthly payment by a percentage of 8. Figure No.6 shows 

a comparison between the two methods of repayments. 

the cost ofThe consultant did not consider in his estimate 

design, supervision and financing. 

IV. 	 Increase of cost 

The 	 reasons for the increase of cost are: 

1. 	 Delay in finishing the project for 3 years which imply 

the 	 following costs: 

Financing 6462 

Supervision 2553 

Total 9015 

2. 	 Variations:
 

Retaining Walls in Roads
 

Cement and Asfalt
 

Others
 

Total 
 4393 

3. 	 Other projects:
 

District Heating 2800
 

Shutters 432
 

Total 
 3232 

4. 	 Failure of Sogex to complete 9450
 

Total 
 26090 



Figure 	6
 

I.1onthlye payments comparison between the H.C. system and Abu Nuseir
 

System 

A 

Type of Building No. Of Selling 

Housing Area /sq.m. avellings Price/ 

Wit Dvielling JD. 

A-54 	 137 122 13,900 


A-53 127 216 13,500 

A-51 133 296 11,450 

A-42 113 220 11,450 

A-41 113 181 11,500 

A-32 90 347 8,800 

B1-51 128 -41 12,800 

81-41 114 263 11,500 

B2-31 93 315 11,000 

B2-51 138 315 _6,00O 

C1-31 92 64 11,200 

C2-51 145 207 18,300, 

C2-52 134 211 17,000 

D-51 144 218 18,(0 

D-41 112 206 14,800 


E-51 1?5 128 17,CfO 


TOTAL 	 2,650
 

Notes:
 
1. Monthly payments include life insurance.
 

2. B = A x 0.9 x 1.651
 

240
 

C 	= A x 2.044
 

360
 

B C
 

Monthly Paymet
 

Advance 1U Without
 

20 Years 30 Years
 

86 79
 

84 77
 

85 78
 

71 65
 

71 65
 

54 50
 

79 73
 

71 65
 

68 62
 

99 91
 

69 64
 

113 04
 

105 97
 

111 102
 

92 84
 

105 97
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cost 	 due to the delayV. 	 If we only consider the increase in 

and failure of the contractor to complete, the increase is 

18465 which represent 33 of the selling price. 

Profile of the actual buyers compared with the market plan 

Market Plan Actual Buyers 

Age 	 structure 

30: 	 22.0.Under 30 years 
50:. 	 48.2:
30-39 

Relativeiy low keW"itivelyOver 	50 years 

low 

45.2
-	 Household size 

Type of job 
60X65:1Government employees 

Family income 	 1524 3200 

Conclusion: 

1. 	The costs should include land, design, supervision 

5 . for other items such as maintenance,construction arid 

licence, emergency, delay. 

2. 	Work toward self-supporting for each project within the 

following conditions: 

a. 	Schools are not included in the cost. 

b. 	Roads, water network, sewage network outside the site 

are 	not included. 
are not included in the c. 	 Public and commercial buildings 

cost.
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3. 	 The cost, whether selling or actual, is beyond thu 
affordability of the target group. Therefore the areas of 
units must be decreased accordingly. 

4. 	 A study is taking place in the IIC for evaluating the second 
stage of A.N, and the following alternatives are unel. 

study: 

a. 	 Site and services with parcels not more than 300 m2. 
b. 	 Constructing the second stage with new design with 

areas mainly between 70 m2 - 90 m2. 



-------------------

Addendum 1
 

Variation: Plan for Payments with 5 %Interest and 10 % Down Payment 

5%of (90% of 8450.- JD = 7605.-

Ist year 
2nd year 
3rd year 
4th year 
5th year 
6th year 
7th year 
8th year 
9th year 

I0th year 
I I th year 
12th year 
13th year 
14th year 

15th year 
16th year 
17th year 
18th year 

19th year 

20th year 


pouible pyment, 

inc aseroUowin 
2/3 of bjflstion 

(2/3 of 15 %- 10 %) 

380.00 
418.00 
459.80 
505.78 
556.36 
611.99 
673.19 
740.51 
814.56 
896.02 
985.62 

1084.18 
1192.60 
1311.86 

1443.05 
1587.35 
1746.09 
1920.70 

2112.77 

2324.05 


JD) =380.- JD p.a., or 31.69 JD/month 
quota
proposed payment quota 

inceasing by for for 

S0.- JD yearly interest repayment 
After 5 years 

380.00 380.00 

380.00 380.00 

380.00 380.00 

380.00 380.00 
-380.00 380.00 

430.00 380.00 50.00 
480.00 377.75 102.25 
530.00 372.64 157.36 
580.00 364.77 215.23 
63000 354.00 276.00 
680.00 340.20 339.80 
730.00 323.20 406.80 
780.00 302.88 477.12 
830.00 279.02 550.98
 
880.00 251.47 628.52 
930.00 220,05 709,95 
980.00 184.55 795.45 
1030.00 144.78 885.22
 
1080.00 100,52 979.48
 
1130.00 51.54 1078.46
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Addendum 4 

Location of Job 

Location Frequency Percentage 

240 85.7Amman 

Zarqa 005 01.P
 

001 00.4Karak 
001 00.4
Ghor 

001 00.7Ma'an 


Baq'a gov. 002 02.5
 

007 08.3
Irbid 


NA 023 

280 100
 

Income distribution 

Income Group 
Percen tagJD Frequency 

02.9
08
0001-1000 

43 
 15.4
1001-1500 

26 
 09.3
1501-2000 


35 
 12.5
2001-2500 

13.2
37
2501-3000 

09.6
27
3001-3500 

07.1
20
3501-4000 


15 
 05.4
4001-4500 


06.4
18
4501-5000 

43 
 15.4
5001+ 


02.9
OFNA 



Addendum 3
 

Profile of the buyers
 

Age Structure: 

Age 
Grou 
 Frequenqy Percentage 

less than 20 yrs. 
 004 
 01.4
 
2i-30 
 057 
 20.4
 
31-40 
 135 
 48.2
 
41-50 
 061 
 21.8
 
51-60 
 016 
 05.7
 
61+ 
 007 
 02.5
 

280 
 100:1
 

Household size: (4)
 

Type of Job
 

Type of Job Frequency 
 Percentage
 

Retired 008 02.9
 
Military forces 010 03.6
Government employees 170 60.7 
Private sector employees 076 27.1 
NA 006 
 02.1
 
Other 010 3.7 

280 
 look
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CASE STUDY - ABU NUSEIR NEW TOWN 

HOUSING CORPORATION 

The National Housing Corporation is u public institution. It 

was established in 1966 and is now governed by law No. 27 for 

1968. It enjoys full financial and administrative autonomy and 

rights in the management of its business. 

The objectives of the Corporation are:
 

- Acquisition of land, preparing designs, feasibility
 

studies and implementing houses according to 

programmes. These houses are either for sale or rent 

for limited income groups. 

- Providing construction loans for individuals and/or 

the rightcooperatives. The Housing Corporation has 

to ensure the suitability of costs, design, and 

supervision of housing projects to ensure the use of 

the loan for the purposes of these loans. 

- Advise the government on general housing policies and 

its relation to Zoning in collaboration with the 

Department of Zoning at the Ministry of Municipal and 

Rural Affairs and the Environment and other public 

corporations. 

The Housing Corporation is governed by a board of 

Works and Housing.directors chaired by the Ministry of Public 

The composition of the board of directors is as follows: 

Chairman1. Minister of Public Works and Housing 

2. Director General - Housing Corporation Vice-Chairman 

3. Mayor of Greater Amman Member 

4. Director General of Department of Lands 

Member
and Survey 
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5. 	 Director General of Housing Bank Member 
6. 	 Representative of Ministry of Plarning Member 

7. 	 Representative of Ministry of Municipal
 
and Rural Affairs and the Environment Member
 

8. 	 Representative of Central Bank Member 
9. 	 Representative of Jordan Electricity
 

Authority Member
 

The 	 Board of Directors mainly concerns itself with broad 
policies and programs, rules and regulations and important items 
such as the budget. It also makes final decisions regarding 

personnel affairs. 

Th, Corporation is run by the Director General who 
exercises full board membership with full voting rights and is 
responsible for the implementation of the decisions of the Board 
of Directors. The Director General has full authority to handle 

day-to-day administrative affairs. 

The body of the Corporation is presently organized into 
five main functional divisions, each under a Chief of Division. 
Figure(l) introduces the organizational chart of the Corporation. 

Since its inception, the Corporation has improved its staff 
through the attraction of necessary skills to guarantee its proper 
functioning. At present the total number of employees 
is 331 of which 94 are professional full-time employees. 

During 1980-1985 planning period the Housing Corporation 
made plans for 20 housing projects in different Governorates 
comprising 7663 housing units for limited income groups. An 
average of 1,200 housing units were to be built annually to fulfil 
a part of the overall housing need arising from increases in 
population, the replacement of non upgradable housing units, 



Figure (1)
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overcrowding, the provision of shelter uaits for institutioral
 
housing, and the 
 housing of workers in industrial sectors. The
 
Corporation also 
 gave more attention to housing the Ledouins
 
living In historic eaves and tents in Wadi 
 Mousa area in the
 
Southern region. It is worth 
 noting that the Housing
 
Corporation implemented a housing 
 project in Marka for 700
 
families whose old housing units 
were demolished as a result of
 
improvement of the eastern 
 entrance to Amman City. (See Table 

1).
 

In addition to its housing activites the Corporation
 
supervised 11 government 
 building projects. 

It is of importance to note that all housing projects
 
executed by the Housing Corporation were provided with public
 
services such as potable water, electricity, sewage treatment,
 
commercial shops, health units 
and schools. 

Sources of funds for the implementation of the Corporation's
 
housing projects are: 
 the General Budget (15'.), Internal Loans
 
(61:.) and the 
 Housing Corporation self-finance (24:.). 

Housing units produced by the Housing Corporation,
 
include detached, semi-detached and apartment units.
 

ABU NUSEIR NEW TOWN 

Abu Nuseir new town fits well within the main taskof the
 
Housing Corporation which is 
 to offer housing to the 
governmental employees working in Amman and to the employees 
of the private sector. Many working places are located mainly in 
the northern part of Amman City. In addition the several 
industries around Sweileh and Baq'a and the scientific 
institutions around Jubeiha provide a considerable number of 
jobs. 

.c', 
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Table (1)
 

Housing Projects Executed by the Housing Corporation 
during (1980 - 1985) 

Year of No. of Cost/ti
 
Const. Name of Project Housing JD


Units
 

1980 	 Journalist Housing 67 92.4
 

Zibdet Farkouh 392 102.7
 

Karak/2nd 92 96.6
 

Bdoul/Wadi Mousa 100 71.42
 

Aqaba/Industrial 1,554 1 103.66
 

1981 	 Sahab 258 105.7 

Customs - Mukablan 132 71.5 

Amman/Apt. 48 97.7 

Abu Nseir 3,655 178.0 

1982 	 Kudat 66 128.8
 

Jerash 
 60 120.4
 

Mafraq 104 117.7
 

Ma'an/Railway 252 102.0
 

Ma'an/Glass Factory 426 169.0
 

1983 	 Rus~ifa/2nd 124 94.2
 

Ain Janna/Ajloun 57 129.7
 

Um Qais/Irbed 97 109.3
 

Tafeeleh/2nd 78 134.7
 

1984 	 Ma'an/2nd 41 94.1
 

1985 	 Hisha Beidah/Wadi oMousa 60 85.9
 

Total 	 7,663
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General Objectives for the New Town of Abu Nuseir 

The 	main objectives are: 

I. 	 To expand and improve the supply of housing in the 

Amman region. 

II. 	 To concentrate this housing into a suitably defined 

aree in order to attract potential home ownerr & 

preempt uncontrolled residential growth in Amman. 

III. 	 To create a "New Community" with its own character. 

Location of project 

The area .f Abu Nuseir is 2930 Dunums and located in the 

northern part of Greater Amman, approximately 15km from 

the center of Amman. It is within th, sphere of influence 

of the "Amman Urban Planning Project" which encompasses 

Amman to a distance of 30km (see figure No.2). 

Fundamental considerations which took place in selecting 

the Abu Nuseir site are: 

-	 The distance of about 15 km between home and work's 

place was considered as optimal for working in Amman, 

transportation with direct bus connection is easily 

accessible, and the distance is sufficient to allow the 

shops, cultural and social activities to be out of the 

commercial shadow of Amman. 

- The northern part of Greater Amman needs a new 

service center with modern shopping areas, cultural 

activities and social services. The land acquired by 

the Government (HC) offers suitable sites for these 

functions a- well as dwelling places for the persons 

running these institutions. Abli Nuseir also improves 

the situation of Suweileh and Jubeiha. 

- The site of Abu Nuseir had agricultural value. 

Existing farming was scattered on only very few and 

small plots. With development, the site would be able 

to support residential greon spaces and gardens. 
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Abu Nuseir is situated in a climatically favoured area 
with good ventilation and breezes coming from the 
northwest. There is no air pollution in the area. 
Abu Nuseir by it-; location ;-. an empty and 
topographically suitable area offers the possibility of 
expansion in several stages t-wards the south and 
east. The situation of the existing network of main 
roads in the area as well as the suitable distance of 
the existing villages makes such an expansion very 
logical and easy to integrate into the regional context. 

Phase I:
 

Area: 1576 Dunums
 

Phase 1: consists of 16 types of houses including single 
family houses, and multi-unit buildings. All single units 
are semi-detached. The total number of housing units built 
as part of Phase I is 3650. Infrustracture services, water 
supply network, sewage systems, sewage treatment plant, 
roads, electricity and telecommunication network were also 
provided. The town Abu isnew of Nuseir also provided 
with basic public services namely 6 schools for boys and 
girls, health clinics, and a Community Development Center. 
A Commercial Center comprising 80 shops and 5 local shops 
for different business activities and recreational facilities is 
also part of the scheme. 

A summary of the history of Abu Nuseir New Town 

a. The government decision build new town and ato a acquire 
suitable area to build, were accomplished in 1977. 

b. The international announcement for the submission of 
pr-qualification documents was made early 1977, and the 
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establishment of a short list of the qualified applicants made 

shortly thereafter. The submission of the offers was made 

on May 2nd, 1977. Examination of the projects and the 

choice of consultant and signing the agreement took place in 

1977. 

c. Data was compiled from a survey of potential beneficiaries, 

feasibility studies completed and the different stages of 

design and tender documents carried out by 1979. 

d. 	 Chosing the contractor through international announcement 

for submission of prequalification, and the establishment of 

a short list of the qualified applicants was completed in 

1981. Submission of the offers, the choice of two 

contractors and singing of the contracts were made in the 

same 	year.
 

e. 	 The choice of the Consultant to supervise the work was 

made in Sept. 1981. 

f. 	 Construction occurred during the period from May 1981 to 

January 1987. This does not include district heating which 

is still under construction and other minor works. 

g. 	 The sales of housing units was carried out in 1987. 

The 	Target Population of Abu Nuseir 

A survey was executed through questionnaires sent to the 

government departments. 860 questionnaires were returned and 

evaluated and some of these results are summarized as follows: 

The age structure : 30 are under 30 years old 

(head of' household) are 30 - 39 years old50 . 

relatively low over 50 years old 

Marital status : 78: . are married 

(head of household) 55' . age group 30 - 39 years 
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Family size 	 The average size of married household was 

approximately 5,23 persons/family. 

15 . of the families have 	8 and more members. 

Type of job 	 2/3 of the respondents were classified 

Government employees. 

Present dwelling 

conditions: - More than 60% of the respondents lived in 

a rented dwelling. 
- 35. contain 1 or 2 rooms. 

.- 40% contain 3 rooms. 

Family Income 	 The average monthly household income 

(including the earnings of all the members) 

was found to be JD 127 which was roughly 

30: more than that 	of the head of family. 

Pricing Stratefy 

1. Summary of the estimated costs (in JD1000) 

- On site road building including 02,073 

Signalization 

- Schools 04,506 

- Other public buildings 02,568 
- Commercial buildings 01,362 

- On site infrastructure 04,320 
- Landscaping and public car parks 01,799 

16,628' 

- Unforeseen 15z 02,494 

The total excluding Housing Construction 19,122 

and Land 

- Land acquisition 	 02,500 

21,622
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Low cost housing (variation a) 	 44,958 

66,580
 

Meduim cost housing (variation b) 	 49,905 

71,527 

High cost housing wriation c) 	 55,075 

76,697
 

The cited above are estimates for the spring of 1978.
 

The feasibility studies did not include building intere.ts,
 

charges, taxes, financing costs, project costs and administrativa
 

work of Government.
 

2. Number of Units 	 6068 

3. The average cost of a Unit 	 JD 8,450 

4. Average household income 	 JD 100/month 

5. Affordable monthly payment 	 JD 25/month 

6. 	 Basic price m2 Variation a JD 56/m2 

Variation b JD 63/m2 

Variation c JD 70/m2 

AnalysLs 

The 	 estimated cost during the design stage was presented 

in 3 variations for housing. Making a comparison between the 

estimated cost, the selling price and the actual cost possible, we 

make the following suppositions: 

1. 	 Schools, public building, commercial buildings are not 

included in the cost. 

http:intere.ts


- 12 

2. 	 The feasibility study considered the entire project of 6068 

Units using the estimated cost of Stage I. 

The estimated cost of stage I is 

1 	 - Roads JD 2073000
 

- Services JD 4320000
 

- Landscaping and public JD 1799000
 

car parks 

- Unforeseen 15% JD 1228800 

Total 	 JD 9420800 

-	 Land JD 3200000 

-	 Housing variation a) JD 44958000 

Housing variation b) JD 49905000 

Housing variation c) JD 55075000 
- Total costs a) JD 57579000 

b) JD 62526000 

c) JD 67696000 

Cost of Stage I a) JD 37413000 

Cost of Stage I b) JD 40507000 

Cost of Stage I c) JD 39839000 

Cost 	or m2 JD 85-92 

The above figutres did not include the costs of design, 

supervision and financing. 

II. 	 Defining the selling price: 

After contracts for Stage I were awarded to Sogex and 

Catic, sale prices of the different Units were set based on 

above costs. 
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The first stage included the construction of Housing, 

Roads, Water Supply, Sewage and Storm Water Networks and 

Sub-stations. 

The value of the two contracts was JD 39,838,000. 25. was 

added to it for design, supervision, financing, land, other 

services. The total cost became JD 49,798,000. The cost of 

square meter/housing unit was JD 113. (See Table No. 2). 

III. 	 Actual Cost of Abu Nuseir: 

1. 	 Table No.3 summarizes the actual costs of Abu Nuseir. 

These costs do not include the following: schools, the 

value of Sogex Camp and material whicl, were forfeitured by 

the Housing Corporation and the telephone network. 

The actual cost including the schools JD 78526000 

The cost of schools JD 4403000 

The cost without schools JD 74123000 

The area of houses 442180 m2 

The cost of square metre JD 168/m2 

without schools 

2. 	 The monthly payments increased much more than 

anticipated. Therefore the government supported Abu 

Nuseir on 14/2/1987 by subsidizing the difference between 

the actual cost and the revenues from the sale of housing 

units. 

The value of support is estimated JD 29060 

(not final yet). 
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Types of Housing Units in Abu Nuseir New Town (Phase I)

classified by building area, No. of housing units, and selling price
 

Type of 

Housing 

Unit 


A - 54 


A - 52 

A - 51 

A - 42 

A - 41 

A - 32 

81 - 51 

81 - 41 

B2 - 31 

B2 - 51 

C1 - 31 

C2 - 51 

C2 - 52 

D - 51 

D - 41 

E - 51 

Total 

Building 

Area/sq.m. 


137 


127 


133 


113 


113 


90 


128 


114 


93 


138 


92 


145 


134 


144 


112 


135 


No. of 

Dwellings 


122 


216 


296 


220 


181 


347 


341 


263 


315 


315 


64 


207 


211 


218 


206 


128 


3,650 


Sellin 

Price/ 

Dwelling 


JD. 


13,900 


13,500 


13,700 


11,450 


11,500 


8,800 


12,800 


11,500 


11,000 


16,000 


11,200 


18,300 


17,000 


18,000 


14,800 


17,000 


T
 
Total
 
Cost
 

(1000 JD)
 

1,705.8
 

2,916.0
 

4,055.2
 

2,519.0
 

2,081.5
 

3,053.6
 

4,364.8
 

3,024.5
 

3,465.0
 

5,040.0
 

716.8
 

3,788.1
 

3,587.0
 

3,924.0
 

3,048.8
 

2,176.0
 

49,466.1
 

Total building area/sq.m. 442180
 
Average selling price/sq.m. (JD) 113
 

30? 



The Actual Costs of Abu Nuseir
 
in thousands JD. 

No. Main Item Land Design Super-vision Construc-tion Total % Finan-cing 
Total 

1. Housing 1462 258 3766 43706 49192 188.75 7390 56582 88.92 

2. Roads 75 14 205 2396 2690 4.85 404 3094 4.86 

3. Water Main - 20 232 253 0.46 36.5 289.5 0.45 

4. Water Lateral - 0.5 5 64 69.5 0.13 10.25 79.75 0.13 

5. Sewage Main - 1 19 224 244 0.44 29.5 273.5 0.43 

6. Sewage Lateral - 3 48 552 603 1.09 87.25 690.25 1.08 

7. S.T. Plant 72 16 227 1674 1989 3.58 208 2197 3.45 

8. Electricity - 2 29 332 363 0.65 32 395 0.62 

9. Telephone - 0.5 2 24 26.5 0.05 3.25 29.75 0.05 

10. TOTAL 1609 296 4321 49204 55430 100 8200.75 63630.75 100 

11. Financing to 
31/12/1986 539 121.75 624 6916 8200.75 -

12. Financing from 
1/1/87 to 14/2/87 16.4 3.2 38 430.4 488 488 -

13. Total with Finan
cing 2164.4 420.93 4983 56550.4 64118.75 - 64118.75 -

14. % 3.38 0.66 7.77 88.19 100 - - -

15. G. Support - - - - 9450 554 10004 

16. Total with 
Support - - 9242.75 74122.75 

17. Schools i1 21 304 3544 3980 423.25 4403.25 

18. Total with 
Schools - - - - 9666 78526 
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In spite of the government support, the monthly payment is 
still high. The tenant pays 10:. of the cost at the time of 
receiving the house and the remaining is paid 	monthly on the 

.
basis of 5: interest. The monthly payment was relatively high, 

(see Table No. 4). 

A change in this system was introduced. The government 
decided not to take the 10k payment and extended the period 
from 20 years to 30 years. This method of payments decreased 
the monthly payment by a percentage of 8:.. Table No.4 shows a 

comparison between the two methods of repayments. 

IV. The 	 cost Increases 

The 	reasons for cost increases are: 

1. Delay in finishing the project for 3 years which imply 

the following costs: 

Financing JD 6462000 

Supervision JD 2553000 

Total JD 9015000 

2. 	 Variations: 

Retaining Walls for Roads,
 

Cement, Asphalt & others JD 4393000
 

3. 	 Other projects: 

District Heating JD 2800000 

Shutters JD 432000
 

Total JD 3232000
 

4. 	 Failure of Sogr"-.: to complete JD 9450000 

the work 

Total JD 26090000 
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Table (4) 

Monthlye payments comparison between the H.C. system and Abu Nuseir
 
System 

A B C 

Type of 
Housing 
4nit 

Building 
Area /sq.m. 

No. Of 

Dwellings 

SellingPrice!/dac 

,Delling JD. 

Monthly 

Advance20 
20 Years 

Paymetihu 

Without 
30 Years 

137 122 13,9OO 86 79
A-54 


127 216 13,500 84 77
A-53 


A-51 133 296 11,450 85 78
 

A-42 113 220 11,450 71 65
 

A-41 113 181 11,5O 71 65
 

90 347 8,800 54 50
A-32 


341 12,800 79 73
B1-51 	 128 


114 263 11,500 71 65

B1-41 


93 315 11,000' 68 62

B2-31 


138 315 16,000 99 91

B2-51 


64 11,2O 
 69 64
92 


145 207 18,300 11? 104
 

Cl-31 


C2-51 


134 21-1 17,OOO 105 97

C2-52 


218 18,000 
 111 102
144 


D-41 112 206 14,800 92 84
 

D-51 


E-51 	 135 128 17,00O 105 97
 

3,650
TOTAL 


Notes:
 
1. Monthly payuient,, include life insurance. 

2. B = A x 0.9x 1.651
 

240
 

C = A x 2.044 

360
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V. 	 If we only consider the increase in cost due to the delay 

and failure of the contractor to complete the work, the 
increase would be JD 18465 which represent 33;. of the 

project revenues. 

Profile of the actual buyers compared with the market plan 

Market Plan Actual Buyers 

Age structure
 

Under 30 years 30 .
 22.0k. 

30-39 50 48.2. 
Over 50 years Relatively low Relatively 

low 

Household size 	 5.2 4 

Type of job
 
.
Government employees 65	 60:. 

Family income/year 1524 	 3200 

Conclusion: 

1. 	 The costs should include land, design, supervision 

construction and 5k for other items such as maintenance, 

licence, emergency, delay. 

2. 	 Each project should be self-supporting within the following 

conditions: 

a. Schools are not to be included in the recoverable cost. 

b. Off-site roads, infrastructure for water network, 

sewage network are not to be included in the 

recoverable costs. 

c. 	 Public and commercial buildings are not to be included 

in the recoverable cost. 
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3. 	 Both anticipated and sales prices are not affordable to the 

desired target group. Additional study and analysis is 

required to establish more flexible standards ard pricing 

units. 

4. 	 A study is taking place in the Housing Corporation for 

the second stage of Abu Nuseir, and theevaluating 


following alternatives are under study:
 

a. 	 Site and services with parcels not mor'e than 300 m2. 

design withb. 	 Constructing the second stage with new 


areas mainly between 70 m2 - 90 m2.
 



Addendum 1
 

Variation: Plan for Payments with 5 % Interest and 10 % Down Payment 

5%of (90% of 8450.- JD =7605.-

possible payment, 
increase following 

2/3 of itiflation 
(2/3 of 15 %- 10 %) 

I st year 380.00 
2nd year 418.00 
3rd year 459.80 
4th year 505.78 
5th year 556.36 
6th year 611.99 
7th year 673.19 
8th year 740.51 
9th year 814.56 

10th year 896.02 
I th year 985.62 
12th year 1084.18 
13th year 1192.60 
141h year 1311.86 
15th year 1,143.05 
6th year 1587.35 

17111 year 1746.09 
18:1h year 1920.70 
191l1 year 2112.77 
20th year 2324.05 

JD) =380.- JD p.a., or 31.69 JD/month 

proposed payment 
increasing by 

SO.-ID yearly 
after 5 years 

380.00 
380.00 
380.00 
380.00 
380.00 
430.00 
480.00 
530.00 
580.00 
630.00 
680.00 
730.00 
780.00 
830.00 
880.00 
930.00 
980.00 

1030.00 
1080.00 
1130.00 

quota quota 
for for 

interest repayment 

380.00 
380.00 
380.00 
380.00 
380.00 
380.00 50.00 
377.75 102.25 
372.64 157.36 
364.77 215.23 
354.00 276.00 
3,10.20 339.80 
323.20 406.80 
302,88 477.12 
279.02 550.98 
251.47 628.52 
220,05 709,97 
184.55 795.45 
144.78 885.22 
100,52 979.48 
51.54 1078.46 

http:1,143.05


JD 

1500 

1400 

ALTERNATIVE PROPOSAL FOR RENT.-PURCHASE-RATE 
I I I 

Diagram (D) 

1300 , 

1200 

9100 

! j i Possible yearly amount' for rent=1/4 wages following 2/3 of tile inflation 
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and Repayment 
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Soo 
700 

i ii 
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!! 
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-
i 
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ncrease of 6 %,as a comparison 

M3 
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Addendum 3
 

Profile of the buyers 

Age Structure: 

Age 

Group Fiequency Percentage 

less than 20 yrs. 0G4 01.4 

057 20.4
 

31-40 135 


21-30 


48.2
 

41-50 
 061 21.8
 

51-60 016 
 05.7
 

61+ 007 02.5
 

.

280 100:


Household size: (4) 

Type of Job 

Type of Job Frequency Percentage 

02.9 

Military forces 010 03.6 

Government employees 170 60.7 

Private sector employees 076 27.1 

NA 006 

Retired 008 

02.1 

3.7Other 010 


280 100%.
 



Addendum 4 

Location of Job 

Location Frequency Percentage 

Amman 240 85.7 

Zarqa 005 01.8 

Karak 001 00.4
 

Ghor 001 00.4
 

Ma'an 001 00.7
 

Baq'a gov. 002 02.5
 

Irbid 007 08.3
 

NA 023 

280 100
 

Income distribution 

Income Group 

JD Frequency Percentage 

0001-1000 08 02.9
 

1001-1500 43 15.4
 

1501-2000 26 09.3
 

2001-2500 35 12.5
 

2501-3000 37 13.2
 

3001-3500 27 09.6
 

3501-4000 20 07.1
 

4001-4500 15 05.4
 

4501-5000 18 
 06.4
 

5001+ 43 
 15.4
 

NA 08 02.9
 


