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Analysis of Elasticity of Housing Demand by Regional and Income
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ABSTRACT : This study is to analyze the elasticity of demand for housing. Through income and
price elasticities, it is analyzed what impact it will on the different income group and regions when
income and house prices change using 2012 Housing Condition Research. To estimate the demand
function for housing, taking into account the decision of the simultaneity in tenure type and housing
services demand, Heckman’s 2 step estimation method was used. Also, using estimated housing
demand function, the change of income and house prices has been analyzed to see how it affects
the housing demand of own and rent households in the different income group and regions. As a
result, households living in non-metropolitan are more sensitive to income and price changes than
those who live in metropolitan. Also, there is a high price elasticity in higher income households
of owner and renter. However, the income elasticity in lower income group is much lower than the
other income groups.
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