Analyzing the Market for a New-Town-in-Town
I.

Introduction
New-towns-in-town, as currently conceived, are relatively large-scale, mixed-

use developments in the center city.

They are designed to accomplish a number

of goals, including economic revitalization and the creation of economically
and socially integrated communities in the center city, [Mields, 1973]. In
order to achieve these goals, these developments must include a substantial
residential element among their various uses.

Because of the importance

of the residential element, the development of a new-town-in-town MIT] must
be preceeded by a thorough analysis of the local housing market.

This

analysis is important to the planning of a proposed NTIT because it helps to
answer three critical questions:
(1)

What is the demand for housing in the central city? Local officials
and private developers will not proceed with the project unless
it is shown to be financially viable.

Due to the large-scale

nature of most NTIT proposals the importance of this question is
greatly increased.
(2)

Who are the most likely potential residents of a NTIT?

This

information is necessary for the design of the project.
(3)

Can a large-scale, carefully-planned development such as a NTIT
generate demand for housing in the center city, that is additional
demand that would not exist otherwise?

If it is possible for a

NTIT to generate new demand it will be much more likely to accomplish
the goals described above. It should be noted that while this
third question must be answered for each proposed NTIT, a general
answer for all cities would be a worthwhile topic for investigation.

This paper describes the analysis that must be undertaken to answer
these questions.

It is intended to serve as a basis for a paper to be made

available to local governments considering a NTIT.

The deficiencies which

prevent this draft from being complete enough to be used for this purpose
are noted in an appendix at the end.

Because of the orientation of this paper

is toward residential market analysis, many of the important issues involved
in the planning of a NTIT, such as the market for commercial uses and the
impact on existing neighborhoods, are not discussed.

A second paper attempts

to give some insight to the answers to the three questions using national
data and experiences.
Estimating the Demand for Residential Development in the Center City
Market studies for residential and non-residential developments in the center
city certainly are not new.

Private developers would not invest in a project

unless they had some reason to believe it would be financially successful.
The same is generally true of public agencies.

Local redevelopment agencies

were required to complete a "Land Utilization and Marketing Study" as part
of the planning of an Urban Renewal project.

A number of procedures are

used in these types of studies to estimate demand for residential development,
all of which generally fall into one of two groups, market observation
methods and consumer survey methods.
Market observation methods attempt to estimate demand by determining what
is happening or has happened in the market.

Data or demolitions, permits

issued, construction, and vacancy rates are used as indicators of market
activity.

These data can be for the central city as a whole, the specific

area within which the proposed NTIT falls, or another area similar to the
NTIT as it will be when developed.
areas should be included.

Ideally data for all three of these

The use of recent data provides information about

the current state of the market, but time series data is generally more
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useful since it provides the capability of identifying trends and projecting
future market conditions.
A primary drawback of this type of approach is that these indicators
represent the end result of the interaction of supply and demand, and
therefore are severely limited in their usefulness in estimating demand
alone.

For example, new construction (an increase in supply) in the center

city or a particular area may be constrained by the lack of vacant land,
land assembly problems, or neighborhood influences such as crime.

In this

case construction data would show little activity, even though the demand
for housing might be quite strong.

A publicly-sponsored NTIT could circumvent

these problems and tap this unobserved demand, even though a market obervation
analysis of demand showed it to be infeasible.

Therefore market observation

methods are not generally appropriate for examing the feasibility of a NTIT,
excepL ii'

[hose

eades where investigation of the local market shows that

constraints upon supply are not a serious problem.
Consumer survey methods, on the other hand, seem to be more applicable
to the case of a WrIT proposal' since they attempt to estimate demand for
the proposed residential development directly.

Applications of this type

of analysis consist of asking potential developers, buyers, tenants, or
financing agencies if they would be interested in the project as it is currently
conceived.

In some cases firm commitments from the respondents are required

before the project can proceed.

In these cases it is felt that demand has

been firmly established.
A slightly different more indirect, approach to estimating housing
demand was used by Grier and Outtz for the central renewal areas of
Washington, D.C. in 1977.

In this study, a sample of households in the

Washington area who reported rents or housing values above the medium for

their jurisdiction of residence were asked questions
designed to determine
their preference for different types of housing, neighborhoods, and activities.
A stable minority of those households
expecting to move in the next year
placed

high value on cultural activities, accessibility to jobs, public

facilities, public transportation, and other factors which were considered
to be assets of center city locations.

Based on these preferences Crier

attd Out z estimated that Washington's central renewal areas had a
potential
market of 10,000-20,000 households per year out of 90,000 households
expected
to move annually in this middle and upper income group.
The results of this study, however, characterize some of the problems
of relying on this type of analysis exclusively.

The figure of 10,000 to

20,000 households per year seems pretty unreasonable when one considers
that from 1974 through 1977 only an average of 17,060 units were built
annually in the entire metropolitan area

The analysis of the survey results

could be greatly improved if an attempt had been made to determine how many
of those households considered likely movers to the center city would be
able to find suitable housing in existing center city areas.

The remaining

households would represent a more likely market for new development in the
center city.

Thus consumer survey methods of demand estimation, while

possessing significant advantages over market observation methods, must be
balanced against an estimate of the existing or projected supply.

*Based on the number of permits issued. Data from: U.S. Bureau of the Census.
Construction Reports
Housing Authorized i Building Permits and Public
Contract

5
Identifying the Potential Residents of a NTIT
Knowing something about the residents of a proposed NTIT is necessary
not only

to facilitate the design of the housing units themselves, but also

for the planning of the auxilliary uses, facilities, and services which
must be included in the NTIT to serve the needs of the residents. Projections
must be made of the income level, family size

travel habits, work places,

and housing preferences of people expected to live in the
project.

The methods

used for making these projections closely parallel the methods used to estimate
housing demand.
The first method consists of analyzing census or survey data describing
the characteristics of households which have moved to the central
city or a
particular part of it. In effect this technique is similar to market observation
methods of estimating demand since the end results of existing market processes
are obseived.

As such, it suffers from the same

disadvantages.

This technique

can produce a socio-economic description of those who did move to the center
city, but does not describe those who would like to move there, but were
prevented for some reason.
There is no reason to believe that these two groups are identical.

For

example, a study of households recently moving into the center city might
show that they were composed primarily of young singles or childless
couples.
At the same time, and unknown to the planners, there might be a large number
of families with children who would be willing to live in the center city if
they were certain of the quality of the local school.

A NTIT planned on the

basis of this information above would be designed to accomodate the needs
and tastes of childless households, serving only to reinforce existing patterns
and cutting the NTTT from a large potential market.

Using such a study as

the basis for planning a NTIT would severely limit the possibility of achieving
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the goal of creating a balanced community.

A study using this method conducted

by Crier and Crier (1977) for Washington, D.C. did conclude that the market
for central city housing was composed primarily of small, young, childless
households with moderate to high incomes.
A more appropriate method of identifying potential residents would be
to use the results of a household survey as the Crier and Outtz study described
in the preceding section.

Careful cross tabulation of the responses to the

survey would describe the households whose answers to the attitudinal questions
indicate a preference for center city locations.

Use of this sort of analysis

assures that no part of the potential market for a NTIT is ignored.
Impact of a NTIT on Generating New Demand
Answering the third question - can a NTIT generate new demand for housing
in the center city - is the most difficult question for the local planning
agency to answer.

It requires a careful analysis of what factors make the

center city an attractive place to live and what factors discourage people
from moving there.

In general these factors take the form of services or

facilities which the center city may have or lack, such as good schools,
effective crime control, cultural facilities, transportation, etc.

If the

center city lacks, or is perceived to lack these facilities it will not be an
attractive place to live. A NTIT project will be able to generate new
residential demand if it can improve upon these services where they are poor,
or create them where they do not exist.

Other local policies, designed to

stimulate demand in this way, can be adopted concurrently with a NTIT project.
Market analysis methods serve to answer this final question by providing
some insight into what people find attractive and unattractive about life
in the center city.

A survey by Louis Harris and Associates (1978) conducted

for the Department of Housing and Urban Development showed that most Americans
are concerned about the quality of schools and housing and the high crime
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rate associated with cities.

If these results were the same for a local

survey of attitudes, then a NTIT program and related local policy should be
designed to improve these conditions and the public perception of them.
The result will most likely be an expanded market for the residential portions
of the NTIT.
Conclusions
The preceding discussion has been aimed at demonstrating that in order to
effectively answer the relevant questions concerning demand for the residential
element of a new-town-in-town, a market analysis must include the following:
1.

The analysis should identify all potential sources of demand,
particularly those that are not satisfied by the existing
market.

Household survey methods balanced against supply data

are an excellent way of doing this.
2.

Data should be collected not only for the area of the proposed
NTJT, but also for areas similar to the NTIT as it is planned.

3.

Time series data should be collected in order to identify trends
and make projections of future conditions.

4.

Surveys of citizen attitude should be made to determine which
factors are restricting demand for housing in the center city.
Policy should be made to overcome these factors as much as
possible.

Appendix:

Improvements that must be made in this paper in order for it to
serve as a guide for local governments considering a NTIT.

1.

I believe this paper suffers from a lack of specific examples.

This is

primarily because I was not able to get my hands on any marketing
studies.

I think these should be found and added to the paper where

possible.
2.

A set of specific guidelines for the study described would be useful.
I am not familiar enough with the techniques of market analysis to do
this.

3.

It night be good to develop a prototype analysis and include it.
I don't think I could do this myself.

Again
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