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Countless studies have been conducted to determine how the real estate market reacts to the 

economy. The most accurate studies contemplate both macroeconomic and microeconomic variables 

simultaneously. In analyzing real estate markets, both monetary policy and regional factors must be 

examined to obtain an accurate portrayal of both national and local trends. 

One regional factor that has affected all real estate markets, especially in the southern states, is 

local land use legislation. Due to rapid increases in population, various states have enacted growth 

management policies to ensure stable expansion within their regions. This study utilizes data for 

Broward County, Florida to assess the impact of land use legislation on the local real estate market in 

comparison to macroeconomic variables. The empirical results clearly demonstrate that legislation can 

exert a greater influence on local housing market activity during certain periods than can 

macroeconomic factors such as interest rates. 
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Chapter I INTRODUCTION 

Rapid population growth has caused many states to enact land use legislation to 

control development and expansion. The most common legislative tools to control 

growth have been comprehensive development plans or growth management acts. The 

implementation of these planning devices has affected local economies and drastically 

changed the real estate market and the way in w~ch development takes place. While the 

goals and policies behind each of these planning tools were commendable and the need for 

planning improvements imperative, their implementation has caused local economic 

fluctuations which added tremendously to the instability of the marketplace. As with most 

regional trends these local fluctuations have been overshadowed in national real estate 

market studies. However, analyzing local factors such as land use legislation has become 

an important component in economic forecasting at both regional and national levels. 

The debate has increased in the last few years over which variables in the economy 

have a larger effect on development. Local factors like those mentioned above are 

beginning to attract more attention. 

When a recession hits the United States, generally all local markets are affected. 

Like miniature countries, however, local regions in the United States have their own set of 

economic factors and can often have their own built in market trends. The housing 
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market is no exception. Houston, Texas is often cited to as an example when discussing 

regional economic differences. 1 

As a key indicator in the economy, housing starts are frequently examined relative 

to interest rates and output. Housing starts is a leading indicator in the national economy 

and employment, income and gross national product (GNP) all are affected to some 

degree by the economic health of the housing market. Accurate determination of housing 

market trends is very important and therefore, on~ must consider these regional factors as . 
important components of the national picture. 

Consistent with the growing trend towards regional analysis of the economy, 

analyzing the housing market on a regional basis should provide more efficient results and 

forecasts . It would be unproductive to only include certain variables in a market analysis, 

and therefore this thesis will examine the national variables effecting housing and provide 

insight into a new area in regional analysis of housing. There are so many local factors 

affecting housing and construction, that recent articles have only begun to scratch the 

surface of what causes local market inconsistencies. 

Several local factors that have been examined in past in the analysis of regional 

housing prices or housing demand have included population trends, migration, seasonality, 

employment, and permanent income.2 Recently, however, the focus on regional housing 

See generally, Barton A. Smith and William P. Tesarek, "House Prices and Regional Real Estate 
Cycles: Market Adjustments in Houston" Journal of American Real Estate and Urban Economics, Vol. 
19, No. 3, 1991 

2 See generally, Alan K. Reichert, "The Impact of Interest Rates, Income, and Employment Upon 
Regional Housing Prices," Journal of Real Estate Finance and Economics, Vol. 3 (1990) pgs. 373 -391; 
Krumm, R. "Intertemporal Tenure Choice." Journal of Urban Economics 22 (1987), pgs. 263-275; 
Goodman, A. "An Econometric Model of Housing Price, Permanent Income, Tenure Choice, and Housing 
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markets has shifted towards an analysis of impact fees, zoning, and taxation. 3 Because the 

housing market, and real estate generally, are affected to some extent by all the 

aforementioned factors, it is appropriate to examine these markets by considering the 

combined effect of all the variables. This thesis will consider the combined implications of 

the well-known national macroeconomic variables and the regional variables on the 

housing market. 

The focus of the thesis in examining reg~onal and local impacts on the housing . 
market will be on Florida's Growth Management Act of 1985, and the various 

Comprehensive Development Plans enacted in South Florida. These enactments have 

been cited nationally as prominent legislation in the area of land use planning. South 

Florida is also a good selection for this study due to the high migration rate into the 

Southeast region ofthe United States. 

The laws and ordinances that developed out of the Growth Management Act and 

Comprehensive Development Plans include owner/developer costs, that this author 

hypothesizes, have greatly affected South Florida's housing market and the region's 

economy generally. The degree ofthe impact may not have been overwhelming, however, 

the last section of this thesis highlights some of the economic effects of this legislation 

Demand." Journal of Urban Economics 23 (1988), pgs 327-353; Turner, M. and Struyk, R. "Urban 
Housing in the 1980's: Markets and Policies." Washington D.C. : The Urban Institute Press, 1984. 

Singell, L. , and Lillydahl, J. "An Empirical Examination of the Effect of Impact Fees on the 
Housing Market." Land Economics 66 (1) ( 1990), 82-92; Shilling, James D., Sirmans, C.F., and Guidry, 
Krisandra A. , "The Impact of State Land-Use Controls on Residential Land Values." Journal of Regional 
Science, Vol. 31 (1), (1991), 83-92; Beaton, W. Patrick, and Pollock, Marcus, "Economic Impact of 
Growth Management Policies Surrounding the Chesapeake Bay." Land Economics, 68 (4) (1992), 434-
453; Dale-Johnson, David, and Yim, Hyang K., "Coastal Development Moratoria and Housing Prices." 
Journal of Real Estate Finance and Economics, Vol. 3 (1990); 165-184. 
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through a comparison between a local and national development model. One thing is 

certain, throughout implementation of The Growth Management Act the impact has been 

felt individually by developers and landowners. 

The property owner has been affected in several different ways by the adaptation 

of local comprehensive plans emerging from the Growth Management Act. The laundry 

list of hardships includes: temporary and permanent moratoria, impact fees, re-zoning, 

loss of land to conservation, and loss of land to eminent domain. Many more can be 

mentioned and this thesis will attempt to explore a majority of these necessary but 

agonizing development ills. 

Often the individual property owners and developers are the ones to carry the 

costs of implementation. From impact fees to every day costs in obtaining permits the 

increased burden has continually fallen on the property owner and not the governmental 

entity responsible for planning implementation. While these charges may be appropriately 

placed on those who will benefit from the upgrades, the amount ofthe fees and the timing 

of the payment have brought the largest complaints from the developers. Specifically, 

during the initial period of implementation, the need for improving the level of service was 

at its greatest . Therefore, those who wanted to begin development during the initial 

implementation period faced the highest impact fees . This was the largest reason for the 

dramatic change in the South Florida real estate industry during the mid to late 1980's. 

During this period large development companies emerged as leaders in the marketplace. 

The small and individual developers could not afford the development requirements set by 
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the local planning agencies and they were either swallowed up by the larger companies and 

investment syndicates or went bankrupt. 

Due to the high impact fees for property development in the overcrowded sections 

ofBroward County, development shifted west towards the Everglades. Large developers 

bought immense tracts of land and quickly ran to the planning office to obtain building 

permits before the concurrency requirements changed for those areas. Arvida, Coral 

Ridge Properties, Lennar, and other large devel~pers began building entire cities with . 
large subdivisions and odd lot housing. Those who could not afford development on a 

large scale were left behind in the marketplace. The result helped to create an instability in 

the local housing market during the mid 1980's. 4 

The most disturbing cost to a property owner however, is when a Comprehensive 

Plan eliminates a use of his property or results in a taking of the property completely. The 

law mandates that a person who has had her property taken should be compensated for the 

loss, but, unfortunately real life does not operate in black and white. The issue of taking 

and the issue of compensation are highly debatable. 

Courts have grappled with the monetary issue for the last several years when 

reaching decisions on whether implementation of a concurrency plan has lead to a 

"temporary taking" of a landowner's property. As will be shown below, courts have 

carefully considered the repercussions from a broad interpretation of a temporary taking. s 

See infra, Chapter V. 

See Associated Home Builders of the Greater Eastbay, Inc. v. Livermore, 18 Cal.3d 582 (Cal. 
1976). See also TOCCO v.New Jersey Council on Affordable Housing, 576 A.2d 328 (N.J. Super. Ct. 
App. Div. 1990) cert. denied, 111 S. Ct. 1389 (1991). 
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The costs to compensate landowners could be staggering. Undoubtedly, this has been a 

primary factor in the lack of sympathy shown by the courts. 

OVERVIEW AND SCOPE 

This thesis will show the legal aspects and results from the implementation of 

Florida's Comprehensive Plan, and detail the heart of its adoption through the examination 

of the concurrency requirement, and the Growth ~anagement Act. Primary focus will be . 
on Florida law and how Broward County, Florida has adopted the planning structure 

dictated in the Comprehensive Plan. As mentioned above, the author will also attempt to 

show the economic impact that the Comprehensive Plan and concurrency requirements 

have had on local development. As will be shown in Chapter II, the courts have 

increasingly looked to proof of economic loss when a property owner brings forth a taking 

claim. 

Chapter I will provide a summary of the legal and economic issues arising from the 

establishment of new planning and development laws. Chapter II will discuss the legal 

issues facing the real estate market and the impact of the Comprehensive Plan, 

concurrency, and building moratoria. Chapter III will analyze the economic results of the 

implementation of the Comprehensive Plan, the national implication of monetary policy 

and the analysis of both a national and local econometric model. Additionally, Chapter III 

will look at how concurrency may have affected the South Florida real estate market and 

how the landowner/developer has changed. Finally, Chapter IV will compare empirically 

the local market to the national market and hopefully determine what components of the 
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economy (local and national) have a greater effect on the housing and construction 

market. The thesis in general will focus on Florida and in particular Broward County. 

Chapter V will also furnish conclusions and propose recommendations that hopefully will 

prevent a continuing influx of takings claims and inconsistent court rulings. 

OVERVIEW OF THE LEGAL ISSUES 

Concurrency requirements are the primary_ target of owner/developer blame in the . 
most recent landowner/planning agency cases.6 Many property owners have come to 

accept, albeit unwillingly, the burden of bringing their property within the Comprehensive 

Plan requirements. However, most have difficulty tolerating the slowdown in 

development due to the implementation of concurrency requirements. Concurrency 

requirements were established through the 1985 Growth Management Act. 7 Specifically, 

the need for concurrency requirements stems from improper past planning and the need 

for controlled growth. 8 This control over growth has been in the hands of the planning 

agencies in the past. 

Frustration for landowners anses from this inability to have control over the 

situation. Landowners have found themselves spending a large amount of money while 

waiting for years to be able to build on their properties. Often times it is the amount of 

6 See infra, Chapter Y. 

See generally, Florida Statutes Chapter 163. 

8 Thomas G. Pelham, Adequate Public Facilities Requirements: Reflections on Florida's 
Concurrency System for Managing Growth, 19 Fla. St. U. L. Rev. 974 (Spring, 1992). Thomas Pelham 
was the Secretary of the Florida Department of Community Affairs (DCA). He was the principle author 
of the Department's original concurrency rule. 
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spending required to maintain the property that leads to their demise. Thus, a legal issue 

has arisen as to whether implementation of the concurrency regulations on landowners 

constitutes a taking. 

The context of the legal focus will start with an analysis of Fla. Stat. Ch. 163 and 

Florida Administrative Code Rule 9J-5. In the Statutory History section of the thesis the 

author will provide a statutory background for the case law analysis which is examined in 

the Constitutional History and Local Case Law sections. The Statutory History will also . 
show how Fla. Stat. Ch. 163 and Fla. Admin. Code R. 9J-5 are used as a guidelines for the 

implementation of the State Comprehensive Plan at the local level. Finally, in the 

Constituional History section the court interpretation and constitutionality of these two 

legislative initiatives is examined. 

In Chapter II the author will survey the case law regarding the issues of 

concurrency regulation and appraise both permanent and temporary taking claims pursued 

by landowners. The seminal case dealing with growth management and development was 

Golden v. Planning Board of the Town of Ramapo eta/., 285 N.E.2d 359 (Ct. App. N.Y. 

1972). In that decision the New York's highest court examined a taking claim arising from 

an amendment to a zoning ordinance that keyed subdivisions to certain development dates 

in order to bring the city's infrastructure9 to a level that would meet development in the 

city. 10 Other cases that have arisen since the enactment of Florida's Growth Management 

9 Sewage, transportation, drainage, public facilities including parks and recreation and schools, 
and lastly firehouses . 

10 285 N.E.2d 291, 296. 
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Ace 1 in 1985 will be surveyed in the Local Case Law section of Chapter II. After an 

analysis of the case law is given, possible oversights and limitations of the various court 

decisions will be given. 

OVERVIEW OF THE ECONOMIC ISSUES 

When a potential landowner makes a decision to buy a tract of land many factors affect 

her decision on which property to purchase. Pri~e, while being the factor that gets the . 
most attention, is not always the most important aspect. This is especially true when it 

involves property that the potential landowner views as an investment opportunity with a 

substantial likelihood of profit in the future . One would assume that if a prospective buyer 

is willing to sacrifice a higher price for a piece of property, she is going to make sure she 

has factored in all the possible pitfalls that may await. 

In real estate market analysis one of the most obvious areas of concern is the 

economy. Both at the local and national level, the state ofthe economy will weigh heavily 

in any decision to purchase. If a prospective purchaser finds himself in a "down market" 

with little chance of growth in the near future, his best alternative could be to wait until a 

brighter picture emerges. Timing is one of the most crucial factors in a decision to 

purchase. If the potential developer can time his purchase to coincide with the beginning 

of a rebound in the economy, he may be able to take advantage of lower interest rates. 

II Fla. Stat. Ch. 163 . 
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Proper planning in development could allow for the landowner's total project to be 

complete at the same time as a boom in the economy and rising property values. 

Pinpointing economic cycles is not the only key in a successful real estate venture, 

however, it is a primary consideration and potential investors would be foolish in failing to 

anticipate changing trends in the marketplace. Numerous articles have been written and 

many studies have been conducted to determine the primary factors affecting real estate 

development. The economic focus of this artic~e turns to the impact of the law and . 
monetary policy on both the real estate market and the economy. 

Economic indicators are often the best gauge in finding a correlation between real 

estate development and economic health. The economy is not solely determined by one 

particular group of variables. Development and the real estate market are indeed affected 

by interest rates, inflation, unemployment, and other factors too numerous to list here. 

The national housing market model provided in Chapter III includes an interest rate 

variable, a measurement of the CPI, a permanent income variable, a dummy variable that is 

tied to the recessionary periods over the last 25 years, and a time trend. 

Concurrency and widespread comprehensive planning, because of their effect on 

the real estate market, affect the economy at the local level. Attempting to capture the 

effect of this legislation in an econometric model is not easy given the difficulty in finding 

relevant data for analysis. A rough estimation of the effect perhaps can be gleaned from 

an analysis of local building permits and housing starts data in relation to both the national 

variables and other local variables. By developing a local model similar to the national 

model this comparison can be better studied. This also is included in Chapter IV of this 

10 



thesis. In Chapter V conclusions and suggestions for future analysis are provided. The 

conclusion will also discuss the overall effect of the concurrency requirements that have 

been enacted in Broward County as well as in Florida to show the dilemma facing local 

economies. 
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Chapter II LEGAL IMPLICATIONS OF LAND USE 
LEGISLATION ON DEVELOPMENT 

"It is the intent of the legislature that public facilities and services needed to 

support development shall be available concurrent with the impacts of development." 12 

This phrase would become the heart of the concurrency statutes. Meeting this goal has 

been much more difficult than first imagined. Both the legislature and the courts have 

since debated with landowners over who should bear the burden of lost time while this 

goal is met. What was the need for implementing such a drastic tool? Essentially, poor 

planning in the past was primarily to blame. The state and local governments have had to 

balance the benefits of increased tax revenue from new developments and the increased 

burden on the service levels. In the early and mid 1980's the boom of the South Florida 

real estate market created a heavy burden for city resources and the level of services for 

certain areas of the country that experienced rapid growth diminished. 

STATUTORY HISTORY 

The word concurrency already provides insight into the type of regulations that 

were established to meet the guidelines of the Local Government Comprehensive Planning 

and Land Development Regulation Act. Concurrency legislation was enacted as an 

answer to an existing problem. 13 Unfortunately, it has done very little to prevent the same 

12 Fla. Stat. ch. 163.3177 (lO)(h). 

13 "Concurrency is a land use regulation which controls the timing of property development and 
population growth." See Managing Florida's Growth: The Next Generation, David L. Powell, 21 Fla. St. 
U. L. Rev. 223, 292 (1993). 
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problem from arising in the future . Why even address concurrency as a planning tool if 

future events are often ignored in the process? 

Wary of potential takings claims and prior case law that would govern them, the 

Florida legislature filled the statute with language outlining the intent and purpose for 

enactment of concurrency. Much of the language in the statute mirrors the language in 

takings cases decided by the United States Supreme Court and Florida Supreme Court. 

The well-drafted statute has solidified the police power argument for the government. . 
Only one major requirement is reflected throughout the concurrency section: 

vanous levels of service and public facilities should be available concurrent with 

development. 14 Stated another way, as long as the surrounding area's facilities etc., can 

handle a particular development, then the developer can continue with his project. It 

appears that the legislature failed again to consider future projections of population 

growth when creating guidelines for local government to follow. Getting back to the 

focus of this thesis, the main point with bringing up legislative oversights is to question the 

reasoning for creating moratoria and placing a heavy burden on the property owner. 15 

Unfortunately, most of the objectives of the Comprehensive Plan have not been met as 

well. Powell, in his article discussing the 1993 Act, addresses the vision element in the 

new Act. Specifically, he points out that the Plan, which is implemented through chapter 

14 Fla. Stat.§ 163.3177(10)(h) 

15 In 1993 the latest revision in the Local Government Comprehensive Planning and Land 
Regulation Act was enacted. With this revision the opportunity to correct the prior shortcomings was 
available and to some extent was exercised. See Powell, supra note 13, at 270. 
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91-5, Florida Administrative Code, only provides a checklist system of planning. 16 The 

1993 Act does encourage each local government to articulate a vision of the future for the 

local community but fails to require local governments to follow a preventive approach 

rather than a problem solving approach.17 

Turning to the background of the Concurrency System, an examination of the 

1985 Growth Management Act must be done. In 1985 Florida needed to address the 

inadequacy of the public facilities and underde~eloped transportation system. Their . 
answer was provided through local government planning. Local governments were called 

upon to adopt comprehensive plans that were consistent with regional and state 

comprehensive plans. 18 Local governments would therefore be directly responsible for the 

implementation of the state and regional comprehensive plans by ensuring that regulations 

and development would be consistent. 19 In order for the state and regional planning 

bodies to have a more direct impact on planning, the concurrency requirements were 

established?0 The need, as addressed before, was to bring the levels of service (LOS) to 

an acceptable range to meet the demands of population and development growth. These 

LOS determinations are a critical measure in determining whether public facilities have 

been brought up to a level concurrent with the demands from population and 

16 I d. 

17 Fla. Stat.§ 163 .3167 (11). 

18 Fla. Stat. § 163 .3177(9) (1993). 

19 Fla. Stat.§ 163 .3194(b) (1993). 

20 Pelham, supra note 8. 
14 



development 21 The specific LOS requirements were not codified until the 1993 Act. 22 

Potable water, sanitary sewer, solid waste, drainage, parks and recreation facilities, roads, 

and in more populated areas mass transit, are the only public facilities and services subject 

to the concurrency requirement on a statewide basis?3 The availability for local 

governments to establish additional public facilities' requirements was provided for in the 

statute. 24 However, before extending the concurrency requirement to a new facility the 

local government is strongly encouraged to pro~ide a study to show the impact of the . 
additional requirement. 25 

The 1993 Act established guidelines for determining the adequacy and availability 

of the public facilities. 26 These requirements are set forth by the capital improvements 

element. 27 The capital improvements element was designed to consider the need for and 

21 See The Concurrency Requirement of the Washington State Growth Management Act, Part VI. 
"The State of Florida's Experience with Concurrency Regulations," 16 Puget Sound L. Rev. 1025, 1053 . 
(Spring, 1993). 

22 Originally the elements required to have established standards set for by local governments were 
covered in Fla. Admin. Code. Ann. r. 9J-5.0055(1)(a) (1992). These seven elements have since been 
required as a matter of state law. and were adopted at Fla. Stat. § 163.3180(1) (1993). Before the 
codification of the 1993 Act, Governor Lawton Chiles established a committee to review land 
management. This committee (ELMS) was responsible for providing insight to the necessary changes in 
the law. 

23 Fla. Stat.§ 163 .3180(1) (1993). 

24 I d. 

25 Emphasis added. It should be noted that the statute does not require the local governments to 
conduct these studies, however. Fla. Stat. § 163.3180(1) (1993). Public Schools could be the next facility 
to be required by the state as it was used specifically by reference in the provision. See also, supra note 
21 , at 295. 

26 Id. § 163 .3 180. 

27 Fla. Stat.§ 163 .3177(3)(a). 
15 



the location of public facilities? 8 This was done in order to encourage the efficient 

utilization of such facilities and set forth "standards to ensure the availability of public 

facilities and the adequacy of those facilities including acceptable levels of service. 29 A 

definition of availability within the meaning of the improvements elements may be gleaned 

from the language used to establish when a public facilitl0 is concurrent with 

development. The District Court of Appeals has danced around this issue in their 

decisions and the adopted statute reflects this lack of specificity. Most likely this is due to 

the sensitive nature of the timing. The legislature was hesitant to freeze development by 

establishing a too stringent standard, but at the same time meet the concurrency 

objectives.31 The guidelines for sanitary sewer, solid waste, drainage, and potable water, 

for meeting concurrency requirements are at a minimum: 

28 

29 

30 

1. A development order or permit is issued subject to the condition 
that, at the time of the issuance of a certificate of occupancy or its 
functional equivalent, the necessary facilities and services are in place and 
available to serve the new development; or 

2. At the time the development order is issued, the necessary facilities 
and services are guaranteed in an enforceable development agreement, 
pursuant to Section 163 .3220 Florida Statutes, or an agreement of 
development order issued pursuant to Chapter 380, Florida Statutes, to be 
in place and available to serve new development at the time of the issuance 

I d. 

I d. 

Supra, note 22. 

31 An in-depth analysis of the ELMS committee findings and recommendations is provided in 
Powell's article, Supra, note 13 , generally. 
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of a certificate of occupancy or its functional equivalent. 'Section 
163 .3180(2)(a), Florida Statutes'32 

Parks and Recreation has the same guidelines as those above with the added 

provisions stating that if: 

a. a binding executed contract exists for the commencement of the actual 
construction of the required facilities, 

b. the provision of services within one year of the Issuance of the 
development permit, 

c. there is a guarantee through a development agreement which requires 
commencement of the actual construction of the required facilities, or 

d. the provision of services within one year of the issuance of the 
development permit, 

then the developer has met the concurrency requirements for the parks and recreation 

facilities. These last two elements apply to both parks and recreation facilities and 

transportation facilities. 33 These two guidelines are similar to a pay-as-you-go alternative. 

These alternatives allow the developer to have the option of providing the necessary 

services for his project instead ofwaiting on government to provide them. This essentially 

places control in the hands of the landowners. 34 

The pay-as-you-go procedure has received praise among the landowners. From an 

efficiency standpoint it makes sense as well . Take for instance a property developer with 

32 Fla. Admin. Code Ann. r. 9J-5.0055(3)(a) (I 993). 

33 Fla. Admin. Code. Ann. r. 9J-5 .0055(3)(b)(l ,2) (1993). See generally Powell, supra note 13. 

34 Or at least those who can afford to provide the services. See infra note 43 and accompanying 
text. 
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the resources to implement improved roads and recreation facilities . First, the costs of 

providing these areas of service are prohibitive from a local government perspective. A 

landowner can recoup his costs when the profits come in from the development. 

Landowners would rather pay in the short run for the opportunity to make money in the 

long run and could control the timing of development. 35 Second, the sooner the facilities 

are brought in line, the quicker government resolves its level of service dilemma. 

The lack of adequate transportation faci!ities is the thorn in the side of Florida's 

Growth Planning. It is the primary reason for moratoria being placed on property in 

South Florida. 36 A closer look at the reason for failed transportation planning is 

investigated by Powell37 in his law review article discussed in the prior text. 

Local Governments were in charge of establishing the LOS for public facilities and 

the Department of Transportation (DOT) was responsible for maintaining the state roads 

and setting standards for them. The Department of Community Affairs allowed local 

governments to also adopt LOS standards for state roads as long as they were in 

compliance with the DOT standards, and if they were not in compliance, local 

governments had to provide a good explanation. 38 Needless to say, conflict arose and 

inconsistent LOS standards were created. The DOT had a restrictive determination based 

on growth expectations and the local governments had an interest in protecting their 

35 

36 

37 

38 

Supra, note 13 and accompanying text. 

See Powell , supra note 13 . See also, Pelham, supra note 8. 

21 Fla. St. L. Rev. 223 (1993). 

Fla. Admin. Code. Ann. r. 9J-5 .0055(l)(d) (1992). 
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heavily populated metropolitan areas. 39 The 1993 Act revised this area of the Florida 

Administrative Code and struck a middle ground. Essentially the DOT was responsible 

for setting the standards for all roads on the Florida Intrastate Highway System and the 

local governments were to adopt and enforce these standards. 40 In exchange, the local 

governments were given the right to set the LOS for local roads. 41 Specifically the DOT 

would set transportation standards for I-95, I-595, Turnpike etc., and the local 

governments (i.e., Broward), would set LOS st~ndards for roads like Sunrise Blvd. and 

Pines Blvd. 

Regardless of the societal effects that concurrency has had, both good and bad, the 

most profound effect is on the individual landowners who have had to bear the burden of 

the new legislation. Landowners' remedies do not necessarily rest solely in a court oflaw, 

however.42 

Courts have the unwanted task of settling takings disputes between a government 

that is trying to correct the past planning practices and the landowner who has been 

caught in the crossfire. Many claims in this area actually go unheard in the courts for a 

number of reasons, the primary being the cost of litigation. Some landowners calculate 

the time and money that they are going to spend over the next several years in order to 

39 Boggs & Apgar, (1993) 

40 Fla. Stat.§ 163 .3180(10) (1993). 

41 I d. 

42 The 1993 Act amendments, mentioned previously, have helped to soften the blow to landowners. 
Ideally only the passage of time and completion of the first phase of the rebuilding of the infrastructure 
will truly solve the plight of the landowner. 
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keep a piece of property, which has a present value of zero, for the chance that it may 

again be worth something should the local government widen the street in front of the 

property and put in a new school. For those who cannot afford to take that risk, their 

remedy may rest solely on the trial judge and artful pleading. Courts must balance the 

competing interests of the fairness to the landowner and the tremendous expenditures of 

the local government to pay for takings claims. 

The development of a particular piece o~ property involves both time and money . 
which can become burdensome to the individual developer. The potential 

landowner/developer must go through an analysis of the marketplace, conduct feasibility 

studies, obtain financing, and check for zoning and other land regulations in place before 

purchasing land for development. 

Purchase and development of property in South Florida now include additional 

factors . These factors, tied to concurrency guidelines and other land use ordinances, are 

difficult to overcome for the individual developer, especially when most of the preliminary 

matters must be handled by the local government. Large development companies have 

reluctantly agreed to take on the burden themselves in order to push through a 

development project. With a greater investment base, large developers can overcome the 

concurrency requirements before the scheduled time in which the local governments can 

address the problems. The small landowner/developer is not so lucky. 

The small owner cannot afford to upgrade the level of service for his property and 

therefore is not able to pay for the appropriate fees for development. The owners who did 

not pay during the early period of implementation, now must wait until all of the service 
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levels are concurrent. Meanwhile, his property will remam vacant and undeveloped, 

regardless of the interest rates, available financing, or other economic factors. 

The landowner who had already met the prior obligations on his property faces an 

even more difficult situation. When the landowner is hit with concurrency guidelines that 

were not present when he bought the property, his careful planning becomes moot. 43 

Requiring the landowner to wait, and pay, for government to update service levels which 

were adequate when he purchased the property C<:>Uld arguably be unjust. 
' 

Should the landowner have to assume the risk that government will not work in an 

efficient manner? Obviously, notice becomes a strong issue. Landowners who have 

knowledge of impending legislation have not found favor in the courts when arguing 

taking claims. So should landowners be compensated for having their land temporarily 

placed under a moratorium as required by some concurrency statutes? The courts have 

skated around the issue. 

CONSTITUTIONAL HISTORY 

At first the courts seemed rigid in holding that a landowner does not have an 

argument against regulations that are passed for the good of the public welfare. The 

seminal case regarding a takings claim and regulations that were similar to concurrency 

43 See also, Barry R. Knight and Susan P. Schoettle, Current Issues to Vested Rights and 
Development Agreements, 25 Urb. Law. 779 (Fall, 1993); Richard B. Cunningham and David H. Kremer, 
Vested Rights, Estoppel, and the Land Development Process, 29 Hastings L.J. 625 (1978); and Grayson P. 
Haynes and J. Randall Minchew, On Vested Rights to Land Use Development, 46 Wash & Lee L. Rev. 
373 (1989). 
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involved a local government that established a freeze on development until availability of 

municipal services met the town's eighteen year capital plan. 44 

Ramapo involved two consolidated cases in which one claim arose from a 

disgruntled landowner who had sought preliminary approval of a residential subdivision 

plat and was turned down because of an admitted failure to secure a special permit as 

required by the town zoning ordinance. 45 The town zoning ordinance prohibited 

subdivision approval except where the develope~ has secured, prior to the application for . 
plat approval, a special permit or variance pursuant to Section F of the ordinance. 46 The 

first claimant sought reversal ofthe board's decision denying approval. 47 The second case 

involved the same planning board and denial of an application where a claimant had not 

secured the special permit as required in the zoning ordinance.48 In the latter case the 

plaintiff was a builders association made up of various landowners in the same 

predicament and it brought an action to have the ordinance declared unconstitutional. 49 

The thrust of the plaintiffs' complaints alleged that the ordinance itself operated to destroy 

the value and marketability of the subject property and therefore presented an invasion of 

the property rights of the landholders. 50 The court held that the claim was valid as it 

44 Golden v. Planning Board of the Town of Ramapo eta!., 285 N.E.2d 291 (Ct. App. N.Y. 1972). 

45 Id. at 293 

46 !d. 

47 I d. 

48 I d. 

49 I d. 

50 Id. at 294 
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alleged immediate harm and was therefore sufficient to raise a justiciable issue as to the 

validity of the subject ordinance. 51 Instantly after ruling on the validity of the claim the 

court turned to the pressures local government faces in providing municipal facilities and 

services. 52 The court reasoned that the power to zone must be exercised under police 

power. 53 The ordinance specified the facilities to be considered in granting a permit. 54 

The development subdivision considered would be required to have a certain amount of 

points to qualify for a permit. 55 Landowners argl!ed that the timing controls at issue were 

not legislatively authorized since their effect was to prohibit the right to subdivide. 56 The 

court agreed that the Planning Board did not have the right to deny subdivision, but 

reasoned that that was not what they were attempting to accomplish. 57 The court stated 

that the purpose behind the ordinance was legitimate and was consistent with the city's 

attempt to plan against rapid growth and provide adequate services and facilities. 

Eighteen years can be an eternity to a landowner paying property taxes and 

mortgage payments on land that she cannot develop. Ramapo is still good law, but other 

courts have provided favorable rulings for the landowner. Many of these other courts' 

51 I d. 

52 I d. 

53 Id. at 297. 

54 Id. at 295 . They were: public sanitary sewers, drainage facilities, improved public parks or 
recreation facilities, including public schools, state, county or town roads, and firehouses. 

55 I d. 

56 Id. at 298. 

57 I d. 
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decisions have considered the unreasonableness of the length of the waiting period such as 

the one in Ramapo. The Supreme Court recently dealt with the issue of necessary 

facilities improvement and competing landowner interests in Nollan v. California Coastal 

Commission, 483 U.S. 825 (1987). The court (quoting Armstrong v. United States, 364 

U.S . 40, 49 (1 960)), stated that the fifth amendment protections exist to prevent 

government "from forcing some people alone to bear public burdens which, in all fairness 

and justice, should be borne by the public as a whole. "58 The facts in Nollan are inherently . 
different from what would be a takings claim under concurrency legislation. The property 

owners in Nollan were required by the California Coastal Commission to provide lateral 

access easement to the public across their property in order to obtain a building permit. 59 

The Court applied a "nexus" test and held that the reasons given by the Commission did 

not provide a nexus with the building restriction.60 The reasons given were mainly based 

on "psychological" and aesthetic grounds, and were viewed by the Court as not being a 

legitimate exercise of police power.6 1 Though the facts were intrinsically different, the 

analysis given by the Court in Nollan may be applied in attacking specific provisions 

dealing with concurrency. The outcome will likely be different. Again, because the 

legislature has written the statute so that it addresses public welfare, the constitutional 

argument has essentially been frustrated . Of course, a takings claim may still exist in 

individual circumstances and property owners may proceed under compensation theories. 

58 483 U.S. 825, 836 n. 4. 

59 483 U.S. 825 . 

60 Id. at 838. 
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In Florida, Concurrency also falls within the police power of the State. While the 

statute itself may be constitutional, individual cases where a landowner has been deprived 

of all economically viable use of his property, he should be compensated.62 Inverse 

condemnation claims became a frequent tool of the Florida landowner after the enactment 

of concurrency regulation. Inverse condemnation is a remedy that can be used by a 

property owner who has had his property already taken by regulation. 63 As opposed to 

eminent domain, which provides a remedy to a landowner for a physical taking by the 

government for public use, inverse condemnation is easier to prove in cases where a less 

obvious taking has occurred. 64 Temporary takings have been compensated under inverse 

condemnation theory as well. 

First English, a case decided by the Supreme Court in 1987, is now the primary 

weapon for landowners who have had their property temporarily taken by government 

regulation. The Court corrected the problem facing a landowner, who had obtained an 

after-the-fact determination that his property had been taken, but who only had an 

inadequate remedy available, namely the invalidation of the ordinance. Temporary takings 

61 Id. at 839. 

62 See, Agins v. City ofTiburon, 447 U.S. 255 (1980), and Penn Central Transportation Co. v. City 
of New York, 438 U.S. 104 (1978). 

63 First English Evangelical Lutheran Church v. County of Los Angeles, 482 U.S. 304 (1987), and 
Schick v. Florida Dept. of Agric., 540 So.2d 1318 (Fla. 1st DCA), review denied, 513 So.2d 1060 (Fla. 
1987). 

64 First English at 315. 
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by regulation are not different in kind from physical takings. 65 However, the Court in 

First English found the need for a different remedy.66 

First English involved a California church who had claimed its property was taken 

through the enactment of a California interim ordinance. 67 The ordinance was enacted for 

the protection of a canyon which was subject to flooding in the aftermath of forest fires. 68 

The church campground on the property, known as "Lutherglen," had been destroyed by 

flooding . 69 The temporary ordinance prohibited building within the flood protection area 

and Lutherglen fell within that region. The church brought an action claiming, inter alia, 

that the ordinance denied the church all use of Lutherglen. 70 The California Court of 

Appeal held that the appellant could not recover damages for a temporary takings claim 

and based its decision onAgins v. Tiburon, 447 U.S. at 259.71 The Court of Appeal stated 

that the church could not recover damages until the ordinance had been declared 

unconstitutional, and at that point only to the extent of the period following the date of 

declaration. 72 The Supreme Court of California denied review. The United States 

65 Id. at 318, (citing to Brennan's Dissent in San Diego Gas & Electric Co. v. San Diego, 450 U.S. 
621, at 657 (1981)) . 

66 482 U.S. 304 

67 Id. at 307 

68 I d. 

69 I d. 

70 Id. at 308. Interestingly, the second claim was based on inverse condemnation to recover against 
the Flood Control District for cloud seeding during the storm that caused the flood. -

71 Supra, note 63. 

72 482 U.S. at 311. 
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Supreme Court rejected the proposition that a temporary taking could not be compensated 

and based that reasoning on the literal interpretation of the Fifth Amendment Just 

Compensation clause. 73 The Court stated, "where government's activities have already 

worked a taking of all use of property, no subsequent action by the government can 

relieve it of the duty to provide compensation for the period during which the taking was 

effective."74 The Supreme Court, did not rule on the issue as to whether there had been a 

temporary taking, but instead remanded the case back to the California Court of Appeal. 75 

Since this decision, much debate has arisen over the possible influx of temporary 

takings claims, and the exorbitant costs of paying for landowner damages. Ironically, on 

remand, the California Court of Appeals in First English, held that the ordinance did not 

deny all use of the church property and substantially advanced state interest in public 

safety of preventing injury; and that the interim ordinance did not constitute a temporary 

unconstitutional taking even if it were assumed the ordinance's restrictions were too broad 

if permanently imposed on landowner. 76 While the landowner has been given a tool with 

which to argue a temporary taking, this decision shows that the control still lies in the 

hands of the individual states through their court system and artful drafting of their 

ordinances. 77 

73 Id. at 319. 

74 Id. at 321. 

75 Id. at 322. 

76 First English Evangelical, Lutheran Church v. County of Los Angeles, as modified on denial of 
rehearing, 210 Cal.App.3d 1353 (Ct. App. 2d Dist. 1989), certorari denied, 493 U.S. 1056 (1990). 

77 See Pelham, supra, note 8. 
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LOCAL CASE LAW 

Florida case law is limited regarding the application of takings claims to the 

concurrency regulation. As pointed out by Pelham, the landowner faces a difficult 

challenge in fighting concurrency on constitutional grounds. 78 Not only is the outcome 

likely t<? be against the landowner the cost of litigation is extraordinary. An argument can 

be raised, however, by analogy to other areas of regulation case Jaw. 

In Joint Ventures, Inc. v. Department of Transportation, the court struck down a 

statute that allowed the department to impose a development moratorium on property in a 

transportation corridor during the period of Department's pre-acquisition planning stage. 79 

The statute provided in part: The department.. .shall acquire all rights-of-way and may 

prepare and record maps of reservation for any road within its jurisdiction .... 80 The 

Florida Supreme Court found that the statute provided for an impermissible taking without 

just compensation because the statute deprived the landowner of substantial beneficial use 

of its property.81 Factual distinctions should be identified. The Court in Joint Ventures 

found that the government, by enacting widespread development moratoria, had the effect 

of freezing property values until it could be determined which properties would be taken 

by means of eminent domain. 82 Because the government would have to compensate the 

78 

79 

80 

81 

Supra, note 8. 

563 So.2d 622 (Fla.l990). 

Fla. Stat. Subsection 337.241(1), (1987). 

I d. 
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landowners whose property had been taken by eminent domain, the court found that the 

government had a substantial interest in keeping property values lower. 83 The Court 

looked to the means of carrying out what may have been a legitimate goal. 84 Other 

Florida case law have held similar statutes unconstitutional. 85 

Could the means of carrying out the concurrency regulations be similar? This will 

depend on each circumstance. Certainly where the government, in conjunction with 

concurrency regulation, imposes moratoria for ~ period of time on property that it may . 
need to acquire in the future, the law would seem to be on the side of the developers. 

However, a moratorium imposed simply to allow current levels of service to be updated 

will probably pass the muster of a takings claim analysis. 

82 Id. at 625 

83 Id. at 626 

84 I d. 

85 See generally, Palm Beach County v. Wright, 612 So.2d 709 (Fla. 4th DCA 1993), Department 
ofTransportation v. Weisenfeld, 617 So.2d 1071 (Fla. 5th DCA 1993), and Department ofTransportation 
v. Fowler, 621 So.2d 689 (Fla. 5th DCA 1993). 
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Chapter III ECONOMIC ANALYSIS OF MONETARY 
POLICY ON THE NATIONAL AND LOCAL 
HOUSING MARKET 

STAGES OF DEVELOPMENT 

There can be three identifiable stages of housing construction from common 

economic variables. The first stage is represented by building permits. Before 

construction can begin, financing, zoning approval, impact fees, market analysis, platting, 

and site planning must all be addressed. These issues all affect the rate at which building 

permits are obtained. The factor with the most influence on building has been financing. 

Financing is primarily affected by macroeconomic variables such as interest rates, 

inflation, and permanent income. Therefore, a majority of this thesis is dedicated to 

highlighting the effect of the macroeconomic variables in a national model as they pertain 

to the housing market. 

The second identifiable stage of the housing economy is represented by housing 

starts. Often the same factors that have influenced building permits carry over into 

housing starts as well. One would expect that as building permits are being issued, 

housing starts are increasing at the same rate. As will be shown below, this hypothesis 

holds true at the national level. The impact of other factors, however, can often show 

different results at the local level. One of these factors is the implementation of growth 

management acts. The primary theme of this thesis will be to show the differences, if any, 

in the effects of the national variables and the effect of this primarily local phenomenon. 
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The third identifiable stage represented below, can be determined through New 

Construction Put-in-Place figures . One would also expect that this indicator would move 

with building permits and housing starts. Again, other variables can affect the level of 

construction between the start and end of the cycle. Therefore, on a local level, results 

can vary.86 

FEDERAL RESERVE CONTROL 

Could the Federal Reserve Board, through the use of monetary policy, control the 

real estate market enough to be considered as the primary reason for the cyclical 

fluctuations that occur in real estate? Some people feel that while the Federal Reserve 

might be able to influence the entire business cycle with the monetary policy it chooses to 

implement, it does not alone affect the real estate market, which is inherently determined 

by local, and recently, international factors. Jones (1990), stated that although the Federal 

Reserve can have an influence in the real estate market through monetary policy, its role 

has been diminished by international investment in the United States. 87 Foreign investors, 

lately, have been able to dictate the policies that the Federal Reserve has implemented for 

controlling interest rates. 88 Interest rates must remain high in order for foreign capital to 

be invested in the United States, thus providing a higher return for the foreign investors as 

opposed to other alternatives abroad. Despite the minor controversy of what actually 

86 Seasonality is a large factor in completion of construction. However, the effect of most 
intervening variables in the housing market is less than that in the commercial or industrial markets. 
Housing markets, therefore, tend to move faster than the other markets due to the shortened time period of 
construction. 
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causes the Federal Reserve to follow the monetary policy that it does, the real estate 

market is still going to be affected. 

Analysis of monetary policy, specifically the Federal Reserve's control over 

interest rates and lending is therefore necessary to study the relationship between the 

housing market and the national economy. Both residential and commercial/industrial 

markets of real estate will be considered when looking at the results of monetary policy. 

This is not only due to the importance of both are~s in the real estate industry, but also to . 
point out the differences and similarities that they have in their response to the monetary 

policies that the Federal Reserve follows . However, for the purpose of an econometric 

model to show the relationship, only those variables related to the residential markets will 

be used. 

The real estate industry is primarily composed of small business that have 

employees who work on commission only. Sales, especially in the resale market for 

housing, provide 100% of the income for most real estate brokers. Usually, only the large 

development companies (small in comparison to the number of private real estate 

companies in the United States), pay their employees on a salary basis. Consequently, 

although the entire economy is slightly affected during real estate downturns, the majority 

of the real estate businesses are strongly impacted by the severe repercussions that 

recessions present. Monetary Policy during recessionary periods will be the framework 

87 Ted C. Jones, "A Watered-Down Role for Washington, D.C." 
Real Estate Finance,Spring 1990. 

88 I d. 
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that this paper will use in the discussion of monetary policy effects, due to the importance 

of recessions in the real estate sector. In order to explain the results of monetary policy on 

the real estate market the author will first show the most influential elements of the 

economy on real estate. 

Interest rates and inflation are obviously the two most direct influences on the real 

estate market. Although there are many other factors, the effects that interest rates and 

inflation have can prove to be the most detrimef!tal or beneficial to the real estate market. 

Inflation affects real estate in more ways than any other factor. First, inflation causes the 

price of valuable commodities to rise. In periods when inflation is accelerating quickly 

many people will want to invest their currency into real estate. Because real estate is a 

scarce good, over time its value usually increases. During periods of high inflation this 

can be especially true. Another area that inflation can affect real estate is through the 

banking institutions. When the inflation rate is high, mortgage lenders (the primary source 

of financing in real estate--especially in residential markets), will raise the interest that they 

charge on their mortgages because of the need to offset the devaluation of money that 

occurs when there is inflation. The money that the mortgagees originally loaned to finance 

real estate transactions in the past is worth more than the money they are receiving for the 

loan payments. 89 As a result of their actions, many potential real estate investors would be 

incapable of qualifying for loans and thus the demand for real estate will decline. 90 In 

89 Dennis J. McKenzie and Richard M. Betts, Essentials of Real Estate Economics, pg. 43 
John Wiley and Sons, Inc., c. 1980 

90 I d. 
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addition to the problems faced by the mortgage lenders, disintermediation can occur where 

many depositors may choose to invest in higher returning opportunities other than the 

thrift institutions, consequently lowering the availability of loanable funds in the real estate 

market. 91 The two most common areas in which inflation will harm the demand for real 

estate transactions are in the personal income and construction cost areas. Diamond 

(1984) stated that new house prices are primarily determined by the costs of producing the 

new houses.92 When the inflation rate begins to. advance higher, consumers must contend 

with the higher cost of living in the other areas of the economy. Families looking to move 

to a bigger house in order to fit the needs of their family will now have to delay their plans 

because of the increase of costs of food , fuel , electricity, etc. Because inflation generally 

strikes the entire economy, particularly when it is brought on by policies that the Federal 

Reserve has enacted, the cost of building increases, thereby putting a damper on the 

construction side of the real estate market. When no one is able to buy real estate and 

those who have vacant land are not willing to build due to the higher costs brought on by 

inflation, the entire economy suffers and eventually experiences a recession. Therefore the 

Federal Reserve Board must do something in order to counteract this event. 

Interest rates and their effect must first be discussed to better understand their ties 

to the real estate market, the Federal Reserve, and inflation. 

91 Id., and Federal Reserve Bulletin, San Francisco Aug. 1989 

92 Douglas D. Diamond, "The Impact of Inflation on New House Prices" 
Contemporary Policy Issues, Number 6, May 1984 
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Real estate financing is overwhelmingly impacted by the level of interest rates. As 

stated before, higher interest rates place many people in positions where they cannot 

afford to take part in the buying and selling of real estate. 93 

The graph below shows the historical relationship between interest rates and 

housing starts. Moving inversely with one another, the two variables indicate the 

changing demand of consumers when interest rates are low and the contraction of housing 

starts when interest rates are high. The data represents national monthly housing starts . 
and interest rates figures from 1970 to 1992.94 
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93 In the real estate housing sector the people who would like to move and can afford to, still rely on 
the sale of their old home before they can close on a purchase of a new home. The real estate market is 
unlike all others in that respect. Not only do people rely on their own abilities to make a purchase, but 
also other people's abilities and demand. 

94 Current Business Statistics, 1995. 
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This chart covers two areas mentioned by Berkman (1979). Berkman (1979) 

states that there are two views on the way in which interest rates can affect housing starts. 

The first is referred to as 'credit availability'; the second is 'credit costs'. Credit availability 

involves disintermediation. 95 Treasury bills are one place of possible investment and when 

the interest rate on treasury bills is attractive people will invest their money in those 

instruments rather than the thrift institutions, in tum lowering the amount of loanable 

funds available for the housing sector. 96 The ot~er argument that Berkman (1979) points . 
out is that the interest rates, when increasing, will cause a decline in the demand for 

houses due to falling consumer ability to afford financing and the unattractiveness of the 

h . . 97 ousmg mvestment. . 

The monetary policy of the Federal Reserve, coupled with the fiscal policy of the 

Government is the primary force that guides the economy. Often times, if the policy is not 

well planned, the economy can become turbulent with high unemployment and inflation as 

well as erratic interest rates and unstable growth. The Federal Reserve can enact policies 

that harm and help the real estate sector. Generally the most important issue in monetary 

policy is to make sure that the economy is growing at a stable rate, and that inflation and 

unemployment are kept at a low rate. The money supply is a central focal point to 

attaining these goals. The Federal Reserve can control the bank reserves by using three 

95 See, Neil G. Berkman, "Mortgage Finance and the Housing Cycle" and Stephan P. Ferris, 
"Mortgage Rates and the Pricing of Residential Housing" . 

96 I d. 

97 I d. 

36 



influential methods. First is by their involvement in open market operations. By selling 

government securities they can force the interest rates up and decrease loanable funds. 98 

As stated previously, banks and mortgage lenders will be forced to raise interest rates due 

to the shortage of loanable funds, in turn decreasing demand in the real estate sector. 

Buying securities has the opposite effect. Another way the Federal Reserve can control 

the money supply and indirectly, the real estate market is through the changes in the 

reserve requirements. The banks under the cen.tral system are required to keep a certain . 
amount in reserves at the Federal Reserve. By raising or lowering the reserve re-

quirements the Federal Reserve can control the amount of loanable funds that will 

determine, again, the interest rates, and spending. 99 Lastly the Federal Reserve can raise 

or lower the discount rate that is used in charging the banks interest for loaning from the 

Federal Reserve. The outcome of this action is also changes in loanable funds made 

available to consumers, and interest rate changes. 100 The sector of the real estate market 

that is highly sensitive to the changes in the interest rates is the residential market. Two 

questions to think about: What type of monetary policy will the Federal Reserve follow in 

a period of inflation or recession; and How does the Federal Reserve attempt to control 

the economy so that these unfavorable situations do not occur? 

During the course of the last twenty years there have been two major recessions. 

The first of these occurred between the years of 1973 to 197 5. Although many would 

98 See supra, note 89 

99 I d. 

100 I d. 
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argue, the most recent recession was much weaker in comparison to the prior two. In 

1972 the United States economy was recovering well from the economic slowdown ofthe 

late 1960's and 1970. Most areas of the economy saw extremely positive statistics as 

growth was moving at a rapid pace. In the residential construction sector, housing starts 

continued to rise from the already high rate that began to grow in 1971. 101 These statistics 

may represent the rapid increase in housing starts due to the favorable influence of 

monetary policy during that period. In fact, the number of completed housing units ac-. . 
counted for at the end of 1972 lagged far behind the number of housing starts. This may 

be able to be traced to the promise of "affordable housing for everyone," made by the 

United States policy makers in 1969. One more statistic that bears enormous importance 

at this stage is the rising inflation, shown in the graph below. 

101 Federal Reserve Bulletin, January 1973 
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In October of 1972 the Federal Reserve Board agreed to follow a monetary policy 

plan that would concentrate on steady growth, increased employment, and easing of 

inflationary pressures. 102 As what appeared to be a result of these growth favoring 

policies coupled with foreign influences on prices on oil, etc., the 1973 economic report 

was not as healthy. In residential construction a downturn was beginning to take place in 

the latter portion of 1973 due to the higher costs of construction, a tightening of the 

mortgage funds and higher interest rates.103 In late 1973 the Federal Reserve eased up on 

102 I d. 

103 Federal Reserve Bulletin, January 1974 
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the money market conditions. 104 The brief decline in interest rates following this policy 

helped to push inflation to its highest rate in the postwar period. Housing starts fell 

quickly in 1974 as a result of the higher costs of construction, lower real income, and 

general hesitation among consumers to invest. 105 The entire economy suffered through the 

stagflation that characterized this period. The manner in which the FED handled the 

threat of recession and the slowdown of the monetary aggregates could have helped to 

worsen the situation. As for the people in the ~eal estate industry, they would not learn . 
from this recession and their mistakes of taking advantage of an exceedingly favorable 

market. It appears that either the time lags between the recessions are either too far apart, 

thus people forget the harm created during the last recession, or there are new people in-

volved who are not aware of the threat of recessions. Therefore, the recession of 1981-

1982 was to be expected from a historical standpoint. 

In 1980 the housing market was recovering from the sharp decline resulting from 

extremely high interest rates. The new government that had just taken office in 1981 

behind Ronald Reagan pushed to restrict the upward push in inflation. In order to follow 

this policy the Federal Reserve tightened money and credit. Targeting a future hope for 

sustained economic growth inflation was harbored through the restrictive monetary policy. 

In late 1982 the Federal Reserve lowered the discount rate in order to ease up on their 

contraction of the economy, thus providing a stimulating effect on the economy.106 

104 I d. 

105 Federal Reserve Bulletin, February 1976 

106 Federal Reserve Bulletin, March 1983 
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Carlson (1982) discussed the need for a shift in focus of monetary policy from restraining 

inflation to a stimulation of economic growth. 107 Another form of inflation that the 

Federal Reserve Board should be concerned about is the inflation of housing and rental 

prices in the real estate market due to higher demand, from population increase for 

example, and restricted supply as a result of monetary policy. 108 This recession seemed to 

differ from the previous recession mentioned in the involvement of the Federal Reserve. 

During the recession of the early to middle 1970's the FED seemed to ignore the effects of . 
rising inflation and finally, when it was to late, attempted to reduce these pressures in the 

economy. However, at that point the economy was already well on its way to a recession 

because of the decreased spending due to inflation. Monetary policy seemed to intention-

ally push the economy into a recession in order to keep inflation from getting out of 

control during the early 1980's. The results of this on the real estate market were harmful. 

However, the real estate economists appeared to agree that this was the best plan from a 

long run standpoint of the economy. The stabilization of inflation is a prominent concern 

among those in the real estate market. It is correct to think that from an investors' 

viewpoint inflation would cause property values to rise, however, it is safer to rely on 

local market factors than on cost of living increases. 

107 Dr. Jack Carlson, Chief Economist for National Association of Realtors "Alternative Targets for 
Monetary Policy" Statement to the Subcommittee on Domestic Monetary Policy, U.S. House of 
Representatives, July 1982 

108 "Status of The Housing Sector" Statement of Henry B. Schechter, Director, Office of Housing and 
Monetary Policy American Federation of Labor and Congress oflndustrial Organizations 
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The recession of the early 1990's appears to be similar in some respect to the 

recession of the of the early 1980's. However, as opposed to the monetary policy of the 

early 1980's, which was at times erratic in their efforts to control the economy, the Federal 

Reserve board has followed a tight money policy in order to stabilize the economy and to 

reduce the drastic swings that have occurred in earlier years. The Federal Reserve was 

slow to ease their grip on interest rates and because of the turmoil in the financial sector 

the real estate market felt the effects of the reces.sion early. Investment in real estate . 
dropped and housing starts declined. In the past few years borrowing was made easy 

through the relaxation of credit costs and availability created by the growth policies of the 

FED. As one can tell from previous booms, if given the opportunity to borrow money in 

order to make investments or to purchase homes, cars, and other assets, consumers will 

quickly take advantage of the situation. In the future, then, it appears that some type of 

control must be forced upon the lending institutions in order to curb this unavoidable fact. 

ECONOMIC MODEL OF HOUSING INVESTMENT 

A simplified model of housing investment is provided for a basic explanation of the 

relationship of new housing construction to the economy. Housing investment consists of 

expenditures on the construction of new housing units. Conventional economic models 

(See Froyen (1990)) have considered investment on new housing units within the context 

of the overall housing market, which includes purchase of new and existing homes and 

property. 109 The stock of existing housing units at a point in time is very large relative to 

109 Froyen, RichardT., Macroeconomics, Theories and Policies, 3rd Edition, MacMillan Publishing 
Company, © 1980 
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the flow supply of new housing units . There also exists an advanced resale market for 

housing units. The relationship can be identified in the model below. 

Stock Supply: 

Stock Demand: 

Equilibrium: 

Equilibrium P : 

Hd = j (Ph, ir, y, d, z) 

If= Hd 

Ph = F (ir, y, d, z) 

The stock supply of existing houses (H8
) is given at a point in time. The stock 

demand for houses is assumed to be an inverse function of the price of houses. Long run 

determination for the demand for housing will be determined by permanent income (y) and 

other factors such as population increases, migration and employment (d) . The most 

important determinant, the real rate of interest, is included since housing purchases are 

financed by long-term mortgages based on those rates. Other factors such as credit 

availability, lending and cyclical effects are captured in (z). The price of houses is then 

determined by the interaction between the stock demand and supply of houses for given 

values of the other variables that affect the state of housing demand. If the difference in 

the prices of new and existing houses is ignored then the flow of new houses is assumed to 

be positively related to Ph and inversely related to construction costs.110 

Flow Supply: NHs = g (Ph, C) = g (ir, y, d, Z, C) 

110 I d. 
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The factors that increase demand for housing will increase Ph and the flow supply of 

houses (new construction). For a given Ph, increases in construction costs (higher interest 

rate construction loans) will decrease the flow of new housing investment. 111 

The following section highlights the differences between local and national housing 

markets while examining these variables . 

Ill I d. 
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Chapter IV EMPIRICAL ANALYSIS OF THE NATIONAL 
AND LOCAL HOUSING MARKETS 

In order to show the relationship between the real estate market and the monetary 

variables in the economy, many economic models have been developed by economists. 

Usually, they include an interest rate variable, an employment variable, an inflation 

variable, an income variable, and sometimes a growth variable such as GNP. In the model 

below, the author has included as independent variables, the federal funds rate, the 6 

month percentage change in the consumer price index, personal income, a dummy variable 

tied to the recessionary periods, and a time trend. One and two period lags of housing 

starts were also included as independent variables. 

THE REAL ESTATE CYCLE 

The real estate business cycle is constantly pushed and pulled by the many 

surrounding forces in the economy. In turn, it also can force the economy into a recession 

or a boom. In the last fifteen years the trends begun to move closer. Generally when a 

recession is about to occur the real estate sector is the first to feel the effects. After riding 

the previous boom the real estate market has been over built; and as a result of declining 

demand, brought on by any number of factors including: inflation caused by too much 

growth, demand declines as a result of higher inflation, and shaky expectations of the 

future state ofthe economy, the market is thrust into a recession. 112 Some developers will 

112 See supra, note 92 
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not be able to recoup their costs due to high vacancy rates and eventually will be forced in 

to foreclosure . Home buyers who also cannot afford the house that they just purchased 

will also foreclose on their loans, hence creating a shake up of the financial system. 

Eventually this will force people out of jobs and drive the economy deeper into a 

recession. How the Federal Reserve reacts to this occurrence will determine the recovery 

ofthe real estate market and the economy. In the August 1987 issue ofReal Estate Today 

the real estate cycle is examined closely and poi~ts out its relationship to the rest of the . 
economy. It states that the real estate cycle has four phases. The first of these phases is 

development. During this phase the demand begins to increase and consequently the real 

estate market responds. 11 3 Office space is close to full occupancy and the housing sector 

has a higher need for additional units. Therefore, builders and developers meet the rising 

demand by increasing the supply of buildings and houses. Property values increase rapidly 

due to the accelerating demand. Overbuilding begins to occur relative to the slowing 

demand, highlighting the second stage of the cycle. The third phase begins as demand 

starts to drop and the effects of overbuilding, mentioned above, begin to take hold. In the 

last stage the market has bottomed out and demand begins to pick up; furthermore, the 

"buyers' market" that has been created can provide for attractive investment 

• • 114 opportumties. 

Because the residential real estate market is continuous m nature, all three 

variables, building permits, housing starts, and new construction put-in-place, should be 

113 I d. 

114 I d. 
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examined together. Logically, one would postulate that building permits would increase 

first when the economic variables like interest rates become favorable. This would be 

closely followed by housing starts. Approximately six to twelve months laterm new 

construction put-in-place (residential) would increase. The economic factors attributable 

to each of these variables would be different over time; the regression analysis below 

proves this contention. Interest rates have a strong inverse relationship to building 

permits and housing starts, however, the rel~tionship is not as strong when new . 
construction put-in-place is used as the dependent variable. 116 Hypothetically, the three 

variables could be marked in the following manner in relationship to an interest rate 

variable. · 

From point A to point B Building permits (from its trough to peak) 

From point C to point D Housing Starts (trough to peak) 

From point E to point F New Construction Put-in-Place (trough to peak) 

115 Commercial and Industrial markets would be longer due to the additional time necessary for 
construction. 

11 6 See note 118 and accompanying equation estimations. 
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IDENTIFICATION AND OVERVIEW OF THE VARIABLES 

The national model represents the relationship between housing starts and several 

macroeconomic variables. As a dependent variable housing starts was regressed on 

lagged housing starts, the federal funds rate, personal income, the 6 month change in the 

consumer price index (CPI), a dummy variable related to recessions (DUM), and a time 

variable (TIME). Housing starts are measured in thousands and are represented in the 

equations below as NHOUS . The lag period is equal to one month and is represented by 

NHOUS 1. 117 The equations that represent Broward County, use the same independent 

117 Current Business Statistics. Other regressions were run with housing starts lagged more than 
one period. The significance of that variable decreased dramatically as would be expected. 
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variables as are represented in the national models. The equations for Broward County, 

however, have Broward housing starts and Broward County building permits as the 

represented dependent and independent variables. 118 Broward housing starts is designated 

as BHOUS and the building permits is BP. 

In the second equation below, corresponding to national data, building permits 

(NPRMT) were used as an independent variable and were measured in thousands. 119 The 

federal funds rate is in actual percentage and is . stated in the equation as FFR. Personal . 
income (PI) was measured in billions of dollars($) . The consumer price index was used as 

an indicator of inflation to identify those effects within the model. 12° Finally the constant 

is represented by CONST. 

NATIONAL HOUSING MARKET MODEL ESTIMATION 

Using monthly observations from 1970 through 1992 the model specifications are 

identified in the following manner: 

Equation 4.1 

NHOUS f (NHOUS 1, FFR, PI, CPI, DUM, TIME) 

or, 

118 Data for these variables is from 1975 to 1995 and was obtained through the Bureau of Economic 
and Business Research in Gainsville, Florida. The three corresponding estimated equations for Broward 
County data were from 1975-1992, 1975-1985, and 1985-1992. 

119 Current Business Statistics. 1987 = 100 

120 Data for each variable was obtained through Current Business Statistics, Bureau of Economic 
Research. The variables were seasonally adjusted to avoid having to use a seasonal variable to eliminate 
the bias created by seasonality. 
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and, 

NHOUSt 390.33 + .86096NHOUS1_1 7.2035FFR2 - .07227PI3 

(6.2097) (35.531) (-2.4298) (-1.5424) 

3.8965CPI4 - 78.034DUM1 + .80927TIME1 
( -1.244 7) ( -3 .0 173) (1.0418) 

.9036 F = 418.909 Durbin-Watson= 2.5584 n = 276 

The results show that a strong relationship exists between housing starts from the 

prior period and those in the current period. At the national level the possibility of an 

adjustment process The calculated Durbin-Watson statistic was 2.5584. As one would 

expect the federal funds rate was significant and negative. In addition, the dummy variable 

corresponding to recessionary periods was also highly significant. These estimations are 

consistent with the postulates that these relationships exist in the housing market. 

Although the personal income and CPI variables were not as significant when included in 

this model when considered at aggregate level the effect may be reduced. The effect 

between these variables may be clouded by the constant pushing and pulling that occurs 

when housing starts rise and fall. When a regression is taken over a shorter period of 

time, these variables each become significant. 121 Another reason for the reduced 

significance levels may be due to the strength of the other variables. In equation 4.2 

below the same variables were used except for lagged housing starts. Building permits 

121 See below. 
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replaced that variable and a stronger equation resulted. The same period from 1970 to 

1992 was used with monthly observations. In equation 4.2 all of the variables were 

significant except for the dummy variable. It is specified as follows: 

Equation 4.2 

NHOUS = f (NPRMT, FFR, PI, CPI, DUM, TIME) 122 

or, 

and, 

NHOUSt 241.68 + 11.498NHOUSt-1 8.0796FFR2 - .19580PI3 
(5.4568) (53 .976) (-3 .9006) (-6.1918) 

11.623CP14 - 7.8251 DUM1 + 3.3935TIME1 
(5.2980) (-.42569) (6.3878) 

.9529 F = 907.080 Durbin-Watson= 1.8619 n 276 

The model appears to be strong and autocorrelation does not exist among the 

variables. The computed Durbin-Watson statistic was 1.8619, significant at the 95% 

confidence level. One might expect a high degree of autocorrelation when examining 

building permits and housing starts together however the tests conducted rejected that 

presumption. Over time, on the national level the macro variables have a strong influence 

on housing starts. 123 As the results indicate below however, the local market acts in the 

122 Regressions were completed using new construction put-in-place for residential as the dependant 
variable. As was mentioned before the inverse relationship between interest rates and this variable was 
not as strong. This would be supportive of the theory that new construction put-in-place is not tied to 
interest rates as much as it is housing starts and construction costs. 
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opposite manner. At the local level regardless of the state of the economy, housing starts 

closely follows building permits authorized for new housing.124 This is logical because. 

other factors at the local level would have a much greater influence on housing and the 

decision to build than the nations economic health at any given period. Regional 

variations in markets like Houston, Texas in the 1980's and the northeast United States 

are examples of local markets that have responded opposite from the national markets in 

the past. When the combined total of all permi.ts and housing starts is considered in the . 
national model above, the overall impact of the macroeconomic variables is measured. 

The results are quite different when a similar equation is estimated using local 

housing starts and building permits. In the section below the difference between the affect 

of the monetary variables at aggregated national level and the local level are emphasized. 

BROWARD COUNTY MARKET ANALYSIS AND MODEL ESTIMATION 

Hypothetically, the local housing markets, over the long term, should react to the 

national variables in the same manner as the national market. For example, should interest 

rates rise, one would expect a decrease in the amount of housing starts. This hypothesis 

should hold true at any level of the economy. What causes the regional housing cycles 

123 Other regressions were run using the same independant variables with the time variable 
excluded. The results were the same and the strength of the model was not effected. Personal income and 
the CPI may have a time factor built in which would explain the same results. 

124 See Chapter 5 below. A regression using only permits as the independant variable was tested for 
three periods. The first period was from 1975-1992. The second period was from 1975-1985. The third 
period was from 1985-1992. The last two regressions highlight the effect that the Growth Management 
Act of 1985 possibly had on the Broward County housing market. The relationship between housing 
starts and permits was very significant from 1975 to 1985. From 1985 to 1992, however, the relationship 
was much weaker, although it remained significant. Other tests were conducted to show the possible 
change in the market and are the results are given below. 
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that differ from the national housing cycles are additional regional factors that have a far 

greater impact on the local market. One of these factors is local land use restrictions. 

However, due to the qualitative nature ofthis factor, a direct quantitative assessment of its 

impact is difficult to obtain via an econometric model. 

Pinpointing the effect of a particular law on the local housing market is best done 

by comparing the status of the market prior to enactment and the status ofthe market after 

the enactment. As mentioned previously, enact~ent and implementation of laws are often . 
several months or even years apart . In real estate, however, expectations ofthe upcoming 

changes can be identified immediately after the passage of a law. 

In the econometric models below the author has examined the macroeconomic 

variables used in the national model above along with the Broward County data for 

housing starts and building permits authorized for housing starts. The time period begins 

in 1975 and ends at the end of 1992. In order to determine whether the Growth 

Management Act caused a shift in the relationship between housing starts and building 

permits two separate equations are estimated using Broward County data. The first group 

of equations only considers the two variables as they affect each other. The last group of 

equations include the entire set of macroeconomic variables used in the national model. 

Graphically this period is represented below. 
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As will be shown below, there is a marked change from the first period (1975-

1985) and the last period (1985-1992). The following charts are taken from the same data 

used in the local regressions show graphically the difference between the two periods. As 

mentioned above, housing starts practically mirrored building permits in Broward County. 

However, in the second graph and the corresponding regression a change in the 

relationship is shown. 
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Graphically the building permits and housing starts for Broward County from 1975 to 

1985 exhibited a very close relationship. From 1975 to 1985 housing starts virtually 

mirrored building permits as one might expect. As can be seen below, however, the 

market became erratic after 1985. 
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The following regressions show the relationship between Broward housing starts 

and building permits alone. The first regression, represented by equation 4.3, is on the 

entire pooled period from 1975 to 1992. The equation for this period from 1975 to 1985 

shows an overwhelming influence on housing starts by building permits. Equation 4.4 

estimated the period from 197 5 to 1985, which was the period prior to the hypothesized 

change in the market due to the Growth Management Act of 1985. It shows an even 

stronger relationship than the "pooled" equation 4.3. Equation 4.5 estimated the period 

from 1985 through the end of 1992. As indicated below the relationship between the two 

variables dropped dramatically in the last period. 
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Equation 4.3 

1975- 1995 

and, 

BHOUSt = - 38.971 + 1.0952BPI 
(-.97700) (30.350) 

R2 = .8115 F = 921.149 

Equation 4.4 

1975- 1985 

and, 

BHOUSt = - 91.869 + 1.1567BPI 
(-2.9249) (39.278) 

R2 = .9289 F = 1542.755 

Equation 4.5 

1985- 1995 

and, 

BHOUSt = 74.501 + .98398BPI 
(- .79994) (12.173) 

Durbin-Watson = 2.1339 n = 216 

Durbin-Watson = 1.8154 n = 120 

R2 = .6119 F = 148.187 Durbin-Watson = 2.0991 n = 96 
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When factoring in the other macroeconomic variables into the three above 

equations the results are similar. The equations below are based upon the national models 

from the prior section. First, in equation 4.6, Broward County housing starts was 

regressed on lagged Broward housing starts, and the remaining macroeconomic variables. 

Equation 4. 7 shows Broward housing starts regressed on Broward building permits for 

residential construction and the same macroeconomic variables. These first regression 

results are as follows: 

Equation 4.6 

BHOUS = f (BHOUS 1 , FFR, PI, CPI, DUM, TIME) 

or, 

and, 

BHOUS1 = 253.84 + .27157BHOUS1•1 - 27.404FFR2 - 2.5205PI3 + 
(1.6261) (4.0715) (-2.3617) (-5.0534) 

46.784CPI4 - 225 .96DUMt + 49.253TIMEI 
(3.5135) (-2.1897) (5 .1217) 

R2 = .3575 F 19.285 Durbin-Watson 2.1232 n = 216 

As the regression results indicate each variable is highly significant. The R2 was 

lower than expected, however the model is strong and the F statistic at 19.285 is 

significant at the 99% confidence interval. The remaining macroeconomic variables are 

very significant. As comparable to the national equations the federal funds rate (FFR) is 

highly significant and negative. Introducing permits into the regression however creates 
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an entirely different result. Recalling the national model, when permits were used as an 

independent variable, the model became stronger and the other variables became more 

significant. The regression below highlights the opposite at the local level. From these ·-

two models it can be argued that local housing starts will react to building permits 

regardless of the national economic picture. When regional markets are combined in one 

model, at the national level the relationship is overshadowed and the effect ofthe national 

variables can be identified. The second local re&ression results are as follows: . 
Equation 4. 7 

BHOUS = f (BP, FFR, PI, CPI, DUM, TIME) 

or, 

and 

BHOUSt = -85.418 + 1.0556BPI + .92339FFR2 - .32379Ph + 2.3729CP4 
(-1.0143) (23 .888) (.14584) (-1.2062) (.32918) 

- 58.062DUMI + 6.3626TIMEI 
(-1.0610) (1.2313) 

.8148 F = 153 .244 Durbin-Watson= 2.1783 n = 216 

The macroeconomic variables in this regression are shown as insignificant. The 

strength of the relationship between permits and housing starts at the local level appears to 

be the cause of this change in the results. When considering the effect of a change in the 

development process at the local level, such as one that may result from Growth 

Management legislation, the identification of the effect permits has on housing starts 
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becomes very important. The remaining variables in the equation are insignificant when 

considered at the local level, specifically Broward County. Recalling the equation above 

where lagged housing starts for Broward County was used as an independent variable, the 

remaining independent variables were highly significant. The equations for the 1975 to 

1985 period are estimated as follows : 

Equation 4.8 

BHOUS = f (BP, FFR, PI, CPI, DUM: TIME) 

or, 

and, 

BHOUS1 = - 222.93 + 1.1436BP1 - 8.3309FFR2 - .13684PI3 + 1.5725CPL. 
(-2.4926) (32.347) (-1.1305) (-.37604) (.22387) 

+ 14.646DUMI + 1.9934TIMEI 
(.32670) (.32665) 

.9354 F = 272.883 Durbin-Watson 1.9964 n = 120 

In this second period several factors have changed in the local market. The 

Growth Management Act was passed and the beginning stages of its implementation were 

taking place. The developer expectations of this time period therefore changed as well. 

As the graph below indicates a shift in the stability of the housing market in Broward 

County occurred as the Growth Management Act passed in 1985. Of course the 

implementation did not occur until later, and Broward County did not formally pass their 
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planning act until 1989, however, in anticipation of the upcoming regulations the current 

landowner/developers took full advantage of the "grandfathering" period. 

Empirically this shift in the Broward County real estate market can be identified 

through the equations given below. The variables in the equations below are represented 

in the same manner as the prior regression with the data period ranging from 1985 through 

1992. The number of observations as appearing below were 96. Using the same equation 

for the earlier period and the aggregated periods for Broward County above, the equation . 
for the period 1985 to the end of 1992 is estimated below. 

and, 

BHOUSt - 1042.0 + .74739BP1 - 4.6019FFR2 .02406PI3 + 23 .137CP4 
(1.3235) (5 .6193) (.17483) (-.03449) (.86972) 

225.92DUM1 - 2.8162TIME1 

(1.8842) (- .18742) 

R2 = .6378 F = 26.118 Durbin-Watson = 2.0934 n = 96 

The results from this equation highlight the change in relationship between the two 

variables from the prior period (1975-1985). While the relationship remains strong 

between the two, it is much weaker than in the earlier period. The cause may be attributed 

to several factors such as the emerging bank failures and savings and loan crisis. The 

primary factor, however is probably the shift in the marketplace from small real estate 

investors to larger investment/development companies. The South Florida real estate 
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market was healthy during the mid 1980's and with an attractive market the strength of 

the above variables should have remained constant. 

The Growth Management Act, and the expectations of local developers of the 

changes that would arise from its implementation, spawned erratic development patterns, 

especially in Broward County. Another way of indicating the shift in the relationship 

would be to identify the shift directly through the Chow test given below. 125 The error 

(RRSS) statistic is taken from the single "pooled" regressions in which the period . 
represented was from 1975 through 1992. The (URSS) value was obtained by adding the 

error terms from the first regression [1975-1985] and the second regression [1985-1992]. 

The k term represents the number of tested parameters which in this case was 7. 

The n1 and n2 terms are the number of observations from the two split regressions, and 

equaled 120 and 96 respectively. The equation tested from each period and the pooled 

equation is given as follows: 

BHOUS = f (BP, FFR, PI, CPI, DUM, TIME) 

The Chow test equation is given below: 

F= __ __,UR~=s=s. ~ .--
nl + n2 - 2k 

The computed F statistic from the above equation was 2.482 and therefore this computed 

F exceeds the critical F (2.06 from the F distribution table) at the 95% confidence level. 126 

125 Gregory C. Chow, "Tests of Equality Between Sets of Coe.fficiants in Two Linear Regressions," 
Econometrica, vol28, no. 3, 1960. 
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The hypothesis that the two regressions are the same can be rejected and the theory that a 

change occurred from the first period to the second period is corroborated. This change 

may not be due entirely to the Growth Management Act, but certainly at the local level 

much of the shift can be attributed to its enactment. 

126 Source: Pearson, E.S., and Hartley, H.O., eds., Biometrika for Statisticians, vol. 1, 3rd ed., table 
18, Cambridge University Press, New York, 1966 and Gujarati, Damodar N., Basic Econometrics, 2nd 
ed. , McGraw-Hill, Inc., © 1988 
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Chapter V CONCLUSION 

A dramatic shift can occur in regional markets when land use legislation that 

restricts development is enacted. For this reason, the current state of the law becomes one 

of the primary factors at the local level in market research. The health of the nation's 

economy is still important, but not to the degree it has been in the past. 

The above econometric models have. shown generally that certain econonuc 

variables can affect each other continuously over time. The macroeconomic variables, 

especially those effecting the housing market, vacillate due to the changes in the 

microeconomic variables in the various regions of the country. Considering all of the 

national and local regressions above, it can be argued that the national housing market 

model is a varying parameter model. Each of the variables changes over the long term. 

During one period, a particular variable may become quite significant in the context of the 

model, whereas in the next period other variables may be more significant. 

Because the housing market contains so many variables and risk factors, the ability 

to accurately forecast changes on a national level becomes much more difficult through 

standard econometric modeling. In addition, changes in regional development caused by 

changes in the local law, taxes, population, and/or employment, are often overshadowed in 

national econometric models. Concurrently, these changes at the local level, do effect to 

some degree the national model and thus real measurement of the national housing and 

construction markets are also tainted. For example, if the nation's housing market is in 

reality very weak, and one of the larger populated regions, such as the Southeast, is 
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experiencing an economic boom in this market; the national model may show a healthier 

market than what actually exists. Federal Reserve action may not be taken to cure the 

slowdown in construction due to the misrepresentation of the national housing and 

construction industry. 

In the last recession the FED was blamed by some for a slow reaction to the 

downturn in the economy. Many of the country's politicians made pleas for lower interest 

rates to spawn development and at first the FED did not make the changes. These 

petitions better represented the state of the nations economic health as a whole than did 

the national models and economic forecasts. 

The housing and construction markets are at the heart of the United States' 

economy. With an increasing shift of the nations focus from manufacturing to the service 

industry, construction becomes even more important as a gauge to the economic health of 

the country. Housing starts as an economic variable becomes an even greater indicator of 

future periods. Because of the inherently regional nature of this market, it is important 

therefore, for policy makers and local governments to gauge the economic impact of their 

decisions at both the regional and national levels. Too often in the past, regional and local 

planners have made decisions without considering the national implications. The same is 

true of the nation's policy makers. Decisions were made, either under the assumption that 

all regions in the country would react in the same manner, or without considering the 

impact of the various regions on the national economic picture. 

Therefore, blaming recessions solely on the monetary policy of the Federal Reserve 

would appear to be a false accusation from the standpoint of the control of the entire 
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economy. The blame cannot lie solely on the local governments and local planning 

agencies either. The control on the banking system, however, seems to be a primary 

underlying factor. That control is due partially to excessively generous policies of the 

FED and the deregulation ofthe banking industry. The future of the economy will depend 

upon the way in which the Federal Reserve will guide the U.S. through the upcoming 

recessions and the way in which the lending policies of the banks are controlled. The job 

of the FED has become increasingly more difficult with the growing shift towards a . 
regional economic focus . With certain states' GNP larger than many small countries and 

the differences between the various regions getting larger, the FED's control over the 

entire economy is slowly diminishing. 

The real estate market will always have a fluctuating cycle, but hopefully, better 

control of the overall economy will result in only local swings in the real estate market. 

The better control of the real estate market includes more careful planning by local 

governments through such legislation as the Growth Management Act. As past statistics 

have shown, business cycles are almost unavoidable. However, widespread economic 

fluctuations cause much more damage, especially when considering consumer 

expectations. The real estate industry is particularly vulnerable to unstable trends. There-

fore, the Federal Reserve Board, state policy makers and local planning agencies must 

carefully consider, together, the options that they will follow in the future. A better 

system of communication and information sharing between the local, state, regional and 

federal agencies is a starting point. Another area would be for better communication 

among the FED's member banks. As for the individual landowner/developer whose 

66 



economic health may depend on whether his property can be built upon, the acceptance of 

these changes in laws or financial decisions will not come easily. 

The nation's housing market has changed drastically in the last several years. As 

population increases and government has increasingly less control over its own ability of 

providing for the general welfare, the private sector will have a much greater role. Many 

have fought hard against privatization of government services. However, the shift 

towards privatization is already occurring naturally in various regions, especially South 
' 

Florida. Large development companies and real estate investment trusts are now 

providing the services for the increasing population. The result has been better parks, 

more schools, and better services for the individual communities. 

The Growth Management Act has been a success and a failure at the same time for 

these reasons. In Broward County, the control over development only occurred in certain 

areas. Leap-frog development has characterized the late 1980's to the present time. The 

western sections of the county have flourished and the large developers have prospered 

from the new developments in these areas. The developers who had property that fell 

under the restrictions of the planning agencies floundered . The consequence has been an 

unstable market with volatile changes in property values. These and other inherently 

regional instabilities need to be corrected in order for the nation's economy to experience 

stable economic growth as a whole. 
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