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3. Monocentric City
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1. Allen Partial Elasticity of Substitution

2. Blackorby
3. Price Elasticity of Factor Demand
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Dependent Variable: LOG(Y)
Method: Least Squares
Date: 03/03/18 Time: 17:38
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Included observations: 50

Prob. t-Statistic Std. Error  Coefficient Variable
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Ramsey RESET Test
Equation: EQOZ

Specification: LOGY) C LOG(X)
Omitted Variables: Powers of fitted values from 2o 4

Value df Probability
F-statistic 2.346187 (3, 45) 0.0854
Likelinood ratio 7266125 3 0.0639
F-test summary:

Sum of Sq. df Mean Squares
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Value
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Abstract

Some unique characteristics of housing goods such as spatial dependency,
heterogeneity and durability make housing market analysis different from
ordinary goods. However principles in ordinary goods market such as profit
maximization are used by developer in housing market. one of the housing
market characteristic is that land as a most important input for housing
services production has low demand elasticity because of its scarcity. This
always makes housing services developer in housing market to substitute
capital (construction materials) instead of land. In economics, for
demonstrating this kind of substitution, elasticity of substitution is used.
Since land has a local market and the intensity of scarcity in cities is
different so there are different numbers for elasticity of substitution in
different cities and regions. This paper is trying for estimating elasticity of
substitution n a median city by gathering data survey. The results show
elasticity of substitution between land and capital in housing services
production in city of Dorud is 1/04 percent in 2018.

Keywords: Elasticity of Substitution, Land and Capital, Housing Services,
Median City, Dorud.
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