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Abstract

The housing supply function for privale scclor has been estimates for the
period of 1985-1999, The Model was specified, using Lucas supply theory and
by including internal adjustment costs in poducer’s decision for production or
investment. The distinctive feature ol this Model 18 the utilization of
investment role in housing section similae to other factors in production
function.

The results insicates that the supply in that period was subject to two main
foctors,i.e. Housing prices and opportunity costs. The price clasticity of
housing supply and the clasticity og housing supply with respect 1o
opportunity cost have been calculated as 3.96 and -3.5 respectuvely.

The Low sensitivity of supply with rcspect 1o other factors souch as wages, is
due ti relativelv low growth of wages compared 1o the growth og general price
tevel and housing prices and high supply og unskilled workers.

The Low clasticity of housing supply with respect to financial credit is due o0
insufficient ceiling of financial credit compared te the cost of purchasing and

production of housing.



