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Summary 
This project on Selective means in local housing markets was initiated as a part of a cooperative 
agreement between The Norwegian State Housing Bank, Norwegian Building Research Institute and 
Norwegian Social Research. The work done within this project is report in this report.  

An increasing part of the housing policy in Norway, as in many other European countries, is directed 
at improvements of the housing conditions of households with different problems of obtaining and 
maintaining a societal satisfying level of housing consumption within the limits given by their own 
resources. The means of the selective housing policy adds to the different dimensions of the private 
resources of households belonging to the target groups. Housing allowances, loans for first time 
buyers and public housing are important elements in this policy. 

Selective means can affect the housing conditions of those who the means are allocated to directly. In 
addition to this; when resources are allocated to some households, this can change equilibrium prices 
and the housing stock. Such changes alter the conditions and constraints under which all households 
make their choices in the local housing markets. Hence, we can say that the effects of selective 
means in local housing markets can be classified into direct and indirect. Most earlier studies of 
elements of the selective housing policy targeted towards households with problems in the housing 
market have a focus on the direct effects. Furthermore, it can even be said that the literature on this 
topic is dominated of studies that neglects the indirect effects. This study, on the other hand, has a 
focus on the indirect effects; it also demonstrates the effects differ in the shorter and the longer run. 

In both the theoretical and empirical parts of the report we address the question of whether additions 
to the stock of public housing adds to the equilibrium housing stock or whether such additions only 
crowds out private housing. Not very surprisingly we find that crowding out is a phenomenon which 
occurs to a certain degree. It is usually not correct to say that crowding out is either perfect or non-
existent. A programme consisting of one hundred new public housing units is expected to create 
approximately 60 new units if the initial public housing stock is quite low. Hence crowding out occurs 
but far from perfect. In municipalities with a very large public housing stock initially; crowding out is far 
larger: a hundred new public units seem to increase the long-run equilibrium housing stock only by 8 
additional units. In order to understand this variation, we propose further research into the 
characteristics of marginal allocation schemes. 

 


