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Abstract

Thispaperexaminedtheimpactofrealestatevalueaswellastheimpactsof4otherpertinent
variables(householdincome,commutingcost,workplacedistanceandhouseholdactivitypattern)
onhousingchoiceoptimality,HcO.Utilizingasampleof107purposivelyselectedmiddleincome
householdsinAbujaandMinna,thestudyemployedregressionanalysistoexploretheintuition
thatrealestatevalueisrelatedtoHcO.Theresultsshowedthatthehousingoptimalitymodelhas
afairpredictiveexplanationofapproximately57% -77% fortheexplanatoryvariables.Findings
from thestudyalsorevealedthatrealestatevaluewiththeothervariablesinfluencehousing
choiceoptimality,althoughthemagnitudeofsuchinfluencevariesacrossthetwocities.Assuch,
realestatevaluerepresentsaburdenwhichhouseholdsmustbearinordertosecuretherightto
anapartmentofchoice.Itisconcludedthatgiventherealestatevalue,theconsequentialhousing
choiceoptimality,couldbepredictedacrossdifferenthousingmarketsinNigeria.

Keywords:Abuja,HousingChoiceOptimality,Minna,Nigeria,RealEstateValue,MultipleLinear
Regression.

1.0 Introduction

Housing choice and itsoutcome asimportantdeterminantsofwellbeing have come under
renewedinterestinhousingeconomicsliterature.Partlyinresponsetosuchinterestistheneed
forurbanpolicyresponseandevaluationofthedriversofthesechoicesandoutcomes(vanDuijn
andRouwendal,2014;Bocarejoetal.,2017).Asthemostproductiveandimportanteconomic
assetofhouseholds,theaspirationsofhouseholdsduringtheirlifecycleistoobtainoptimal
housingandnon-housingconsumptionsubjecttobudgetconstraint(Littlewood&Munro,1997;
Zabel,2004;Oktayetal.,2014).However,boundedrationalityintermsofthecomplexityofthe
housingasamulti-dimensionalentityandthehouseholdsidiosyncraticpreferencespresenta
housing optimization problem where mosthouseholds’currentutilityfunctions are partially
optimized.

Againstthisbackground,avastmajorityofinternationalstudieshasexaminedthedriversof
households’locationchoice:commutingcostandworkplacedistance(Zax&Kain,1996;Stutzer&
Frey,2004b),householddemographicfactors(Rapoport,1997;Cinar,2014),activitypatterns(Ben-
Akivaetal.,2006;Bocarejoetal.,2017)andpropertyvalue(Rapoport,1997;NechybaandStrauss,
1997;Maclennan&O’Sullivan,2012).InNigeria,studiesbyOlatubara(1994,1998)andOlatunji
(2013,2017)arethenotablerepresentativearticlesonresidentiallocationchoice.However,given
thecentralroleofrealestatevaluetoallrealestatedecisions,noknownstudytothebestofour
knowledgehasexploredtheimpactofrealestatevalueon,anditscapabilitytopredicthousing
wellbeing/optimality,byprovidingevidencefrom thedifferenthousingmarketsinNigeria.Thisis
thefocalpointofthisstudy.

Theobjectiveofthecurrentresearchisthereforetoexaminetherelationshipbetweenrealestate
value,avariableofinterestandoptimality,aswellastheimpactsoffourotherpertinentvariables
namely,householdincome,commutingcost,workplacedistanceandactivitypatterninMinnaand
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26THAnnualPRRESConference,Canberra,Australia19th-22ndJanuary2020 2

Abuja,withaviewtopredictinghousingchoiceoptimality.

2.0 LITERATUREREVIEW

2.1 Theoreticalframeworkonresidentiallocationchoiceandoptimality

Thetheoreticalworkonresidentiallocationdynamicsisdeeplyrootedinutilitymaximization.The
random utilitytheoryassumedthatindividualsexhibitself-seekinginterestbehaviourandtendto
maximizetheirtotalutilitysubjecttodemand,timeandbudgetconstraints(Ortuzar&Willumsen,
2001;McFadden,2002;Handy,2005).Thestartingpointinresidentiallocationoutcomeisthe
searchprocesswhichrevealsarangeofhousingalternativesanditsalliedservices.Households
basedontheirdiscriminationcapability(Ben-Akiva&Lerman,1985;Ben-Avika&Bowman,1998)
weigh these alternatives togetherwith othernumeraire non-housing consumption (socio-
demographicfactors,commutingcost,livingandworkplace,activitynodesandcostofhousing)
andultimatelyselectthealternativesthatbestoptimizetheiroverallhouseholdutilityfunction
(McFadden,1978;Littlewood&Munro,1997;Zabel,2004;Oktayetal.,2014).

In mostcases,the actualhouseholds’utilities observed in the housing marketare partial
optimizationduetoboundedrationality.Forinstance,thespatialfixityandheterogeneousnature
ofhousingimplythathouseholdssufferfrom informationasymmetrywhichconstrainstheirhouse
choicestotheirimmediateactivityspacesorneighbourhoods(Adams,1969).Behavioraltheories
havealsodrawnourattentiontohouseholds’limitedcognitiveabilitytosimultaneouslyprocess
largesetsofinformationwhichimposeshierarchicaldecisionmaking(Kahnetal.,1987).

2.2Housingchoiceoutcome,Income,workplace,commuting,activitypatternandrealestatevalue.

Severalstudies have offered empiricalinvestigation into factors influencing household’s
preference and residentialchoice optimization (Olatubara,1994,1998;van derStraaten &
Rouwendal,2010;Marsh&Gibb,2011;Dunning&Grayson,2014;Spickermanetal.,2014;Sinniahet
al.,2016).

Intermsoftheeffectofincomeonresidentialchoicelocation,DunningandGrayson(2014)ina
currentreview ofliteratureshowedthathouseownersmaximizetheirlifetimeutilitysubjectto
wealthandborrowingconstraintsinordertoobtainoptimalhousingandnon-housingconsumption.
PriemusandMaclennan(2011)highlightedtheimportanceofavailabilityoffinanceandthe
associateinterestrateasfactorsimpactingonhousingdecisions.BallandHarloe(2005)noted
thatincomedistributionhasbecomelessequalinmostcountriesoftheworldandimpact
significantlyonindividuals’housingstandards.ThespecificstudyofSrouretal.(2002)foundthat
incomelevelisavitalindexofthestatusofahousehold,anditslifecyclestage.Thisisagainstthe
backdropthatmanyhousingfeaturesasvariedasneighborhoodtype,typeandqualityofhouse,
sizeofplot,amountofrentaffordable,andhousehold’seffectivepurchasingpowerareindexedto
income.AmorerecentstudybyCinar(2014)comparedtheexpectationsoflowandhighincome
householdsintermsofhousingchoiceintheIstanbulhousingmarket.Thestudyconcludedthat
thathousehold’sincomeandthehousingpricemakeupthepreferenceofhousinginmost
Istanbulcities,thoughsuchpreferencemaychangeoveraninstantoftimewithregardstolocation,
andthelifestyleofthehousehold(Kauko,2006).

Avastbodyofliteraturehasalsofocusedonanalyzingtheeffectofactivitypatternonresidential
choice.Household’sactivitypatternischaracterizedasfactorswhichaidconnectivityofpeoplein
spaceandconstraintheavailabilityofsocio-economicopportunities(Paezetal.,2010;Bocarejo
andOviedo,2012;Bocarejoetal.,2017).Ithasbeenlinkedtourbanform/landpattern,locationand
therangeoftraveltoaccesssocioeconomicactivitiesandopportunities(Ben-Akivaetal.,2006;
vanWeeetal.,2001;WuandHine,2008;Bocarejoetal.,2014).Srouretal.(2002)arguedthat
workplacesandresidencesarenotalwayscoterminous,andthedegreetowhichbothactivity
nodes are linked is defined by accessibility.The earlierstudy by Weisbrod etal.(1980)
hypothesizedthathouseholdsactivityinspacewhichareconnectedbytransportsystem influence
residentiallocationchoice,withhouseholdsmakingsignificanttrade-offbetweenhousingcosts
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andtraveltime.Suchfindingisinsupportofboththemicro-economictheory(Alonso1964;Muth,
1969;Olsen,1969)andthe‘NewUrbanEconomics’(Beckmann,1973)developedfortheanalysis
ofhousingmarket,whicharebasedontheassumptionthathousingandaccessibilitywerejointly
purchasedinresidentialchoicelocation.

ThestudybyPagourtzi(2003)howeverfoundcontraryevidencetothistheoreticalexplanation
whenempiricallymodellingthedeterminantsofresidentiallocationoutcome.Theauthorreported
thatwiththeexceptionofhouseprice,incomeandaccesswerenotpositivesignificantpredictors
ofresidentiallocationchoice.Thefindingsfrom KryvobokovandWilhelssen(2007)alsoshowed
thatwhenaccesstotransportismodeled,thedistancetobus-stopwasfoundtobetheleast
importantfactorimpactingonlocationchoiceandpropertyvalue.Hunt(2010)examinedthetrade-
offbetweenurbanform andtransportationaccessandfoundthattrafficnoiseandhouserent
havethegreatestimpactonresidentialattractivenessofatypicalhousehold.vanDuijnand
Rouwendal(2013)investigatedtheimportanceofculturalheritageforhouseholdlocationchoicein
NetherlandsandfoundthatactivitiessuchasrestaurantandshopsintheNetherlandswhichare
locatedclosetotheAmsterdam innercitycontributedtothechoiceandattractivenessoflocating
inthesurroundingmunicipalities.Inaddition,thestudyshowedthatwiththeabsenceofsuch
activitiesandotherculturalheritageintheNetherlands,housepricewoulddeclineby17% in
Amsterdam and8%inUtretch.

ThespecificstudybyOlatubara(1994)discriminatedbetweentwogroupsof736householdswho
wereclassifiedasbeingconvenientandinconvenientwiththeirresidentiallocationdecisionsin
Ibadan,Nigeria.Thefindingsfrom thestep-wisediscriminantanalysisshowedthathouseholds’
wouldoptimizetheirresidentiallocationstoensureconveniencetoactivityareaspatronized,and
thatactivitypatternssuchasthehopetochangeresidenceduetocommutinglongerdistance,
poorknowledgeofurbanstructureand theneed to changeworkplacewerecontributoryto
household’schoiceofresidencewhichwasnotconvenient.Inafollow upstudy,thearticleby
Olatubara(1998)examinedthefactorsofresidentiallocationdecisionwithinIbadanCity.Whilethe
dataemployedintheresearchwassimilartothedatausedinOlatubara’s(1994)study,thestudy
differfrom a methodologyperspective as itutilized an alternative approach known as the
householdcenterednestlingapproach.Findingsfrom thestudyrevealedthatthedistributionof
households’activitynodesappearedtobeabetterfactorofresidentiallocationchoicedecision.

Thedeterminantsofhousingchoicedecisionhasalsobeenpartlyexplainedbyareflectionof
commutingcostandworkplacedistanceacrosslocationsinspace(Fujita,1989;MarshandGibb,
2011;Aditjandra,2012).Donacbyetal.(2005)haveexaminedthehousehold’smotiveanddesire
thatdrivedecisionswhichleadtoresponsebehaviouroverspaceandtime.Basedonthetheoryof
constanttimebudget,Kungetal.(2014)emphasizedthatarationalhouseholdmayrelocateits
workplaceandplaceofliving,oraltertheircommutingbehaviourinordertomaintainareasonable
commutingtime.Literaturehasfocusedonthecontributionofcommutingcosttohousehold’s
utilityfunction,withdifferenttheoreticalandempiricalbasisprovidingexplanationsthatthenet
utilityofahouseholddecreaseswithincreasedcommutingcosts(vanOmmerenetal.,1997;van
Ommerenetal.,2000).

Stutzerand Frey(2004a)howevernoted thatthere is no systematic relationship between
household’sutilitylevelandcommutingcost.Theyarguedthatintheshortrunsomeparticipants
inaperfecthousingmarketarenotfullycompensatedfortheirtravellingcosts,eitherbylower
rentsorhigherwages.ZaxandKain(1996)analyzedhowtheprobabilitiesofworkers’residential
mobilitydifferbetweentwogroupswhohadtocommutelongerandshorterdistancesduetothe
relocationofjobs.Thestudyshowedthatthosewhotravellongerdistancesweremorelikelyto
movethantheircounterparts,suggestingthatanincreaseincommutingcanimpactontheoptimal
choiceofresidentiallocation.Lim andKim (2019)nonethelessmentionedthattherelationship
betweencommutingandthemotivetomoveawayfrom asub-optimalhousingisnotalways
straightforward,and is hardlydeterminate.Housing heterogeneity,dispersalofemployment
opportunitiesandothercontextualfactorscanreshapethevisiblepatternofinteraction(Kim and
Hewings,2013;Kim,2014).StutzerandFrey(2004b)reportedthatanincreaseinaGerman
household’scommutingtimeby19minutessignificantlyreduceitssubjectivewellbeingby
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12%.ThestudybyVanderstraatenandRouwendal(2010)examinedtheco-locationproblem of
educatedandworkinghouseholdswhorequiredaresidencewithinareasonablecommuting
distanceofthetwojobsinNetherlands.Theauthorsfoundthathouseholdswhocommuteonlyto
asingleworkplacearewillingtopay919eurostolive1km closertoalargelabourmarket,
whereashouseholdswhocommutebetweentwojobsarewillingtopay6046euros.

Indiscussionsinvolvingworkplacedistance,ithasbeenempiricallydemonstratedthatasdistance
ofhousingsettlementstoworkplacesandotherspacesofservicespotentiallyincreases,the
attractivenessderivedbyhouseholdsfrom suchhousesstartstodecrease(PheandWakely,2000;
Kauko,2006;GuoandBhat,2007;Cinar,2014).Cram (2005)analyzedthelinkbetweenresidential
locationandworktravel,andnotedthatthegrowthoflong-distanceworkjourneyshaspartly
resultedinhousehold’schoiceofhousinglocationbasedonaccessibilitytoapotentialworkplace.
Factorssuchasglobalizationofservicesandimprovementintelecommunicationandtransport
facilities have led to the dispersalofsub-centre employment,with households exhibiting
idiosyncraticpreferencesforparticularresidentialchoiceandlocation(Anasetal.,1998;Clappet
al.,2001;Spickermanetal.,2014).TheearlierstudybyFriedman(1981)analyzedtheimpactof
localpublicgoodsandcommunityattributesonresidentiallocationchoiceof29,000households
inSanFranciscobay.Findingsfrom theconditionallogisticmodelshowedthatthequantityof
housingservices,longertimeanddistancetotheworkplacesignificantlyimpactonresidential
choicedecisionsofthehouseholds.NechybaandStrauss(1997)examinedtheeffectsoflocal
fiscaland othervariablessuchasdistanceto centralarea,housepriceand thepatternof
commercialactivityoncommunitychoiceofhomeownersinsixschooldistrictsinCamden
CountyofNew Jersey.Byutilizingarandom utilitymodel,thestudyreportedthatinvestmentin
education,degreeofcommercialactivityanddistancetothemetropolitanaresignificantpositive
predictorsoflocationdecision.However,thestudyconcludedthatthehighermarginalhousing
pricesinthedistrictsdecreasedtheprobabilityofthechoiceofaspecificcommunityamongthe
homeowners.Similarly,thestudyofOspinaetal.(2013)examinedcommunityattributeseffecton
household residentiallocation decisions in Medellin,Colombia.Using conditionallogistic
estimation,the study found thathousing size and value – a proxy forsocioeconomic
characteristicsofthepopulation,hasanegativecoefficientintheirresidentialchoicemodels.They
assertedthatsuchinverserelationshipisjustifiedonthefactthathouseholdsresideinhomes
locatedwithinneighbourhoodswithlowerhousevalueandsizetoavoidhigherutilitytaxes,but
thathavegoodpublicservicesavailabletothem.Caseetal.(2004)howeveremphasizedthatthe
valueofahousehasamajorimpactonhouseholdconsumptionandsavingsopportunities.

3.0 DATAANDMETHODS

3.1 Datacollectionandmeasures

Thedataforthisstudyweredrawnfrom anearlierworkbyOlatunji(2013)whichwasbasedona
householdsurveyconductedinthecityofMinnaandAbuja.MinnaisthecapitalofNigerstateand
coversanapproximatelandareaof148.49squarekilometres.Abujaontheotherhandhastotal
landmassof8000squarekilometersandactsasboththeadministrativeandfederalcapitalcityof
Nigeria.ThetwocitieslocatedintheNorth-CentralgeopoliticalzoneofNigeriaareassumedtobe
coterminous with functionalhousing markets.In terms ofregionallocation and strategic
importance,thetwocitieslieapproximately112km apartandprovidethegatewaytothenorthern
andsouthernpartofNigeria.

A totalof107middleincomehouseholds(51forMinnaand56forAbuja)selectedfrom a
significantrepresentationoftheirrespectivehousingmarketswereconsideredsuitableforthe
presentanalysis.Utilizingstratifiedrandom sampling,thesesampleswerepurposivelyselected
from 5medium densityneighbourhoodsinMinna(TungaLow Cost,TungaInterior,Wushishi,
ShiroroHotelRoadIandII)and4medium densitydistrictsinAbuja(Utako,Durumi,Wuyeand
AbachaEstate.ThechoiceofmiddleincomehouseholdswaspremisedonthefactthatNigeria
hasbeenrecognisedasalowermiddle-incomelevelcountry(WorldBank,2009),andthatgiventhe
low purchasingpowerofsuchsignificantsubgroupinanyurbansetting,theyarelikelytobe
associatedwithconsciousnessforoptimalityintheirhousingchoicedecisions.
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Thesurveyprovideinformationabouteachhousehold’sincome,averagecommutingcost,tenure
status(owner-occupancyandrentalholding),plotsize,propertytype,non-workactivitypatterns
andrealestatevalue(actualandimputedrents).Thedataonrealestatevaluewascomplemented
withinformationfrom EstateSurveyorsandValuers(ESVs)whoasidebeingsrealestateadvisors
tobothrentersandowners,arespecialistsinthemanagementof rented andowner-occupier
residentialproperties.ThesampleofESVschosenineachstudyareaistakenas10%ofofficial
membershipinanyStateBranchwithmembershipabove10,and20% forless.Intotal,7firms
werechosenfrom Abujaand4forMinna.Theneedforareasonablelevelofaccuracyalso
necessitatedthe data-set to beaugmentedbytheadditionofdistancesto keypointsof
accessibilityandlocationqualityindicatorsusingphysical,instrument-backedandgeo-referenced
distancemeasurements.Areview ofthedatafurtherrevealedthatthehousingoptimalityindex
(dependentvariable)wasdevelopedfrom acomputersimulationframework,aiterativeprocessfor
modellingthebestchoiceofhouseavailabletoawillingandablehouseholdfrom arangeof
alternatives(themethodologyemployedinthesimulationtechniqueisbeyondthescopeofthis
paper).Thederivedoptimalityindexforahousehatlocationjtoahouseholdirangebetween<0≤
1.Table1presentsthedescriptionofthevariablesanddatasourcesusedinthisstudy.

Table1:Datadescriptionanddatasourcesforthestudy

Variable Description Source
Dependentvariable
Housing_Optimality Indexofthelevelofhousehold’swell-

beingorfulfillmentderivedinthechoice
ofahousefrom arangeofalternative
(denotedasapercentum)

Household

Independentvariable
Household_Income Individualhouseholdincome(inNigerian

Naira)
Household

Commuting_Cost CommutingCost(inNigerianNaira) Household
Real_Estate_Value Realestatevalue(inNigerianNaira) Household&ESV

Firms
Activity_Pattern Householdnon-workactivitypattern

(km)
Household

Workplace_Distance Home-workplacedistance(km) Household&
Googlemap

3.2 Model

Thestudyemployedmultipleregressionmodeltoanalyzehousingoptimalityvariationsduetothe
influenceofrealestatevalue.Theformulationofthemultiplelinearregressionanalysisunderlying
thecurrentempiricalstudytakesthefollowingform:

Housing_Optimality=α+ Household_Income+ Commuting_Cost+ Real_Estate_Value+β
1

β
2

β
3

Activity_Pattern+ Workplace_Distance+ε (Equation1)β
4

β
5

Inequation(1)thehousehold’swell-beingarisingfrom arevealedorstatedresidentialchoicefrom
arangeofavailableoptionsisdenotedasHousing_Optimality,αistheconstantterm, … areβ

1
β

5

theestimatedregressioncoefficientsand istheuncorrelatedresidualterm.

4.0 FINDINGSANDDISCUSSIONS

Thefindingsanddiscussionsoftheempiricalanalysisincludesthepreliminarycheckonthe
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regression-basedstatisticaltests,profileofrespondentsand,housingoptimalityoutcome.

4.1 Demographicprofileofthesampledmiddleincomehouseholds

Table2providesthesummarystatisticsofthedataemployedthestudy.Forexample,atypical
middleincomehouseholdinMinnacitythatresidesinanapartmenthousecommandingamarket
valueof21,000nairaandearnsanincomeofabout211,000naira,butcommutesanaverage
distanceof6.6km toworkand159km toothernon-workactivitydestinationsatacostof25,207
nairahasahousingwell-beingof0.51.InAbuja,amiddleincomehouseholdlivinginahousewith
amarketvalueof approximately21,000nairaandearnsanaverageincomeof about589,000
naira,butcommutes a distance of6.8 km to workand 200km to othernon-workactivity
destinationsatanaveragecostof33,500nairahasahousingwell-beingof0.57.

Summarily,withtheexceptionofthehouseholdincomevariable,thevaluesofthemeaninthetwo
samplesexhibitsimilarpatterns.Intermsofthevariabilityofthedistribution,bothsamplesarenot
differentandbyextensionanyobserveddifferencesinouranalysescannotbealignedtoany
unsystematicoddityintheoriginaldata.

Table2:Summarydescriptivestatisticsforthesamples

Variable Mean Standard
Deviation

Minimum Maximum

MINNA:
Dependentvariable
Housing_Optimality 0.51 0.43 -0.81 0.98
Independentvariable
Household_Income 211,279.90 62,140.11 100,000 358,333.30
Commuting_Cost 25,207 9,9371.93 11,500 45,000
Real_Estate_Value 21,011.55 3,867.15 847.76 26495.87
Activity_Pattern 159.59 5.62 85 246
Workplace_Distance 6.64 3.17 0.72 14.60
Numberofsample 51

Variable Mean Standard
Deviation

Minimum Maximum

ABUJA:
Dependentvariable
Housing_Optimality 0.57 0.42 -0.96 0.97
Independentvariable
Household_Income 589,211.90 195,811.50 360,000 1,300,000
Commuting_Cost 33,517.86 7.906.25 15,000 46,000
Real_Estate_Value 21,015.12 3,906.32 847.76 26495.87
Activity_Pattern 200.79 43.99 72 300
Workplace_Distance 6.79 2.78 0.90 11.55
Numberofsample 56

4.2 Preliminarycheckontheparsimonyofthehousingoptimalitymodel

Inconstructingaparsimoniousmultiplelinearregressionmodel,weconductedapreliminarycheck
onwhethersomeofthestringentassumptionsunderlyingregressionanalysishavenotbeen
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violated.Adiagnosticcheckontheparsimonyofthemultipleregressionmodelsshowedahigh
levelofpredictiveexplanationfortheindependentvariables(R2=0.773fortheMinnacityandR2=
0.571forAbujacity).ThisrangeofR2valuessupportthecontentionthatmultipleregressioncan
alsobeemployedinurbanhousingmarkettopredicthousingchoiceoptimality.Thelowstandard
erroroftheestimatesof0.213and0.397alsorevealedahighlevelofstatisticalprecisionforboth
housingoptimalitymodels.Furthermore,thecomputedDurbin-Watsonstatisticsof1.40and2.26
surpassedtheirlowercriticalvalueswererejectedat5%levelofsignificance,suggestingthatthe
errorterm of theregressionarenotcorrelated.Lastly,theF-statisticof0.74fortheMinnacity
modeland11.06forAbujamodelimpliedthattheregressioncoefficientsarestatisticallydifferent.
Inotherwords,thenullhypothesisofparametersequalityisrejectedat5%levelofsignificance.

4.3 Findingsfrom themultipleregressionmodelonfactorsaffectinghousingoptimality

TheresultsofthemultipleregressionmodelsforeachcityarereportedinTable3and4.Turning
totheinterpretationoftheresults,theconstantprovidesausefulstartingpoint,asitrepresents
theleastlevelofhousingwell-being(optimality)whichcanbederivedbyahouseholdwitha
relativelylimitedincome,commutingcost,activitypattern,propertyvalueanddistancetowork
place.InMinnacity,theconstantshowedthattheminimum housingoptimalityforsuchtypical
householdwas0.382incontrastto0.2057forAbujacity.Asacorollary,thesignandmagnitudeof
the estimated constantcoefficients are consistentwith ourtheoreticalconsiderations on
householdutilityfunction.BasedontheresultsreportedfortheMinnaandAbujacitymodels
(Table3and4),mostofthe5predictorsofhousingoptimality(withtheexceptionofcommuting
costforMinnaandworkplacedistanceforAbuja)arehighlysignificantat5%levelofsignificance
withthesignofthecoefficientestimatesconsistentwiththeoreticalexpectations.

Table4:Minnacitymultipleregressionmodelforhousingoptimality

Variable Coefficient
s

95% CI Standard
Error

T-Stat P-val

Lower Upper
Bound Bound

(Constant) 0.3842 -0.1091 0.8774 0.2449 1.57 0.1237

Household_Income 0.0422 0.0304
0

0.0542 0.0059 7.14 0.0010*

Commuting_Cost -0.0542 -0.2076 0.0992 0.0762 -0.71 0.4802

Real_Estate_Value -0.0094 -0.1686 0.1497 0.0790 -2.12 0.0454*

Activity_Pattern 1.6673 -
14.547
4

17.8821 8.0506 2.07 0.0369*

Workplace_Distance -947.1180 -
1373.0
1

-521.225 211.455 -4.48 0.0010*

R2 0.773
AdjustR2 0.748
StandardError(SE) 0.213
Durbin-Watson 1.40
F-Statistic 30.74
N 51
Notes:aDependentvariable:HousingOptimality;*P<0.05

Specifically,asidebeingpositivelysignificant,activitypatternvariablehasoneofthelargest
coefficientestimatesaffectinghousingoptimality.Theactivitypatterncoefficientsof1.6673for
Minnacitymodeland2.60forAbujacityimplythatanincreaseinhousehold’sactivitypatternby
1km significantlyincrease,ontheaverage,thehouseholdhousingoptimalityby1.6673inMinna
cityand2.60inAbujacity.Thisempiricalfindingonactivitypatternreinforcedanearlierlineof
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thoughtinsimilargeographicalsettingbyOlatubara(1998)whoreportedthatactivitypatternisa
betterfactorofpredictingresidentiallocationchoicedecision.Onepossibleexplanationforthis
positiverelationshipinourstudywouldbethattheactivitylevelsofmosthouseholdsaregeared
towards ventures thatare economicallyproductive,sociallyand culturallybeneficialto the
households.Thecoefficientofthevariable(Household_Income)whichisameasureofindividual
householdincomeisalsosignificantlypositiveandcontributes0.0422and0.0190tohousing
optimalitylevelinMinnaandAbujacityrespectively.Thisfindingindicatesthathigherwagesare
associatedwithhigherlevelofhousingoptimality.

Table5:Abujacitymultipleregressionmodelforhousingoptimality

Variable Coefficient
s

95% CI Standard
Error

T-Stat P-val

Lower Upper
Bound Bound

(Constant) 0.2057 -1.1391 1.5504 0.6695 0.31 0.7599

Household_Income 0.0190 0.0122
5

0.0258 0.0336 -1.37 0.0021*

Commuting_Cost 0.8241 -0.7083 2.3565 0.76294 1.08 0.0501*

Real_Estate_Value -0.0646 0.0895 -0.0396 0.0124 5.65 0.0041*

Activity_Pattern 2.60 -7.80 13.00 5.10 -5.20 0.0178*

Workplace_Distance -402.20 -990.80 186.40 2930.60 2.50 0.0761

R2 0.571
AdjustR2 0.528
StandardError(SE) 0.397
Durbin-Watson 2.26
F-Statistic 11.60
N 56
Notes:aDependentvariable:HousingOptimality;*P<0.05

Thisresultisalsoreflectiveofpreviousresearch(Ball&Harloe,2006;Cinar,2004)thatincome
impactsignificantlyonindividual’shousingstandardsandoverallexpectationinthehousing
market.Thoughthecommutingcostvariableisnotstatisticallysignificantintheregressionmodel
forMinnacity,thenegativesignofitscoefficientisconsistentwithpriorempiricalevidence(van
Ommerenetal.,1997;vanOmmerenetal.,2000;Stutzer& Frey,2004b)whichdepictthat
householdutilityfunctiondecreaseswithincreaseincommutingcost.TheAbujamodelhowever
providesanunusualresult.Forexample,thecommutingcostissignificant,butwithanunexpected
positivesign.Thisresultiscounter-intuitive,thoughthiscanbeattributedtothediversifiednature
anddispersalofemploymentopportunitiesinAbujaanditsurbanform.Thecoefficientofwork
placedistanceforMinnacityissignificant,butnegativelycorrelatewithhousingoptimality.This
signifiesthatwithanincreaseinworkplacedistanceby1km housingoptimalityisexpectedtodrop
byapproximately947.Similarly,inAbuja,housingoptimalityisexpectedtodeclineby402witha
1km increaseindistancetoworkplace.Atenableexplanationforthisresultisthatincreasein
commutingdistancetoworkimplieslossoftimespenttohouseholdsforleisureandother
engagements,andreducesworkproductivityaslesstimeisavailabletonormalwork.Ourfinding
isalsoreflectiveofthefactthattherewouldlikelybeadistancebeyondwhichthehouseholds
wouldnotwishtolocate,sinceoptimalitywouldhavedroppedfarlow toanunacceptablelevel.
Whileourfindingsclearlymatchthoseofpreviousstudies(PheandWakely,2000;GuoandBhat,
2007;Cinar,2014)itdifferconsiderablefrom thatofNechybaandStrauss(1997)studywho
reportedasignificantpositiverelationshipbetweenworkplacedistanceandresidentiallocation
choiceinNewJersey.Thisdifferenceisfindingsperhapsmightbeexplainedbythechoiceofthe
methodology-discretechoicemodel-employedinthelatterstudy.

ThesignificantcoefficientofrealestatevalueisnegativeforMinnacitymodel,implyingthat
increasein realestatevalueby1 nairasignificantlydecrease,on theaverage,thehousing
optimalityby0.0094inMinnacity.Similarly,inAbujacity,housingoptimalitytendstodeclineby
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0.0646givena1nairaincreaseinvalue.Theimplicationofthisfindingistherecognitionthatreal
estatevaluerepresentsaburdenwhichthehouseholdhastobearinordertosecuretherighttoan
apartmentofchoice.Againstthebackdropthatmostcurrenthousingoptimizationinbothcitiesis
adeviationfrom theoptimal;eitheroftwodistinctscenariosislikelytoplayoutinorderforthese
householdstoattainoptimalhousingduringtheirlifecycle.Thefirstiswhenarentalorprice
upswingisaccompaniedorprecededbyrenovation,modernizationandaestheticalplusfunctional
improvements.Inthiscase,bothoptimalityandrentalormarketvaluewouldgravitateinthesame
direction,apparentlycontradictingtheregressionresults,(butconfirmingpartsoftheregression
resultsforAbuja).However,thisgravitationwouldnotcontinueadinfinitum,butwouldrather
ceaseatapointwherethepropertyvalueescalationisadjudgedtobeunsustainableevenif
affordable,atrendthatisobservableinMinnacity.Thesecondscenariowherebyoptimalityrises
withrealestatevalueisalsopotentiallypossibleasrevealedbythepositivesideofthe95%CI,in
thetworegressionmodels.Thereasonsforthispositiverelationshipareverygermanetohousing
choiceasrentalvalueaproxyformarketvalueispartlyareflectionofneighbourhoodandlocation
qualities,andhigherrentalvaluereflectsbetterenvironmentalqualities.Householdswishingto
improvetheirhousing-specificwell-beingwouldlikelyachievetheirdreamsbythechoiceand
acceptanceofhigherrental/marketvaluessubjecttolimitsetbyoptimality.Whenthislimitis
attained,thehouseholdwouldprobablybebetteradvisedtoseekalternativechoice.Thisexplains
whysomeapartmentsremainvacantandunletforquitealongtimeafterthelasttenanthas
vacateduntilanew partyemergesonthesceneforwhom theapartmentisoptimal.Thesame
apartmentmaybeletonlyatlowerrent,and,eventhen,someincentivessuchasrenovationand
refurbishingmayhavetobeadded.

5.0 Conclusions

Thispaperexploredthecontributoryinfluenceofrealestatevalueandotherpertinentvariableson
housingoptimalityintwourbancitiesinNigeria.From theanalysesanddiscussionsinthispaper,
itisevidentthatourfindingssupportthecontentionthatmultipleregressioncanalsobeemployed
inurbanhousingmarkettopredicthousingchoiceoptimality.Secondly,theoutcomeofthisstudy
hasshownthatrealestatevalueisasignificantnegativepredictorofhousehold’slevelofhousing
optimality/wellbeinginbothhousingmarkets.Animportantimplicationofthisfindingisthatreal
estatevaluerepresentsaburdenwhichthehouseholdhastobearinordertosecuretherighttoan
apartmentofchoice.In both housing markets,households can attain an improve housing
wellbeing,inthelongrunbyeithermovingtotheiralternativehousewithhighermarketvalue
subjecttothelimitsetbyoptimalityorwhenarentalorpriceupswingisaccompaniedorpreceded
byrenovation,modernizationandaestheticalplusfunctionalimprovements.Thelatterishowever
boundtoceaseatapointwherethepropertyvalueescalationisadjudgedtobeunsustainable,
evenifsuchhousesareaffordable.
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