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ABSTRACT

Micro—-Economic Analysis on the Optimal Maintenance, and the Optimal
Choice between Remodeling and Redevelopment of an Old House

Youngman Lee Associate Professor, Dept. of Real Estate, Hansung Univ.(Primary Author)
Soon-Suk Bae Senior Research Fellow, Korea Research Institute for Human Settlements,
Land & Housing Research Division

% Keywords: Housing Maintenance, Remodelling, Reconstruction, Optimal Timing of
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The main purpose of this paper is to find out policy implications after analysing the factors
that affect the housing owners to make decision on the level of housing improvement (or
maintenance); improvement timing; and the method of housing improvement (for example
housing reconstruction vs. remodelling).

The analysis was carried out assuming that every housing owner makes decision so that
he/she could maximize the housing unit value. The main findings from the analysis can be
summarized as the following:

- the optimal timing for development gets delayed as the economic growth rate gets lower

- where the economic growth rate is high, housing owners prefer housing reconstruction to

housing remodelling.

- the optimal maintenance expenditure gets smaller where building density is lower; where the

housing unit value is lower; and where the economic growth rate is higher.

Wheaton, William C. 1982. “Urban Spatial Development with Durable

but Replaceable Capital”. Journal of Urban Economiics vol.12.
pp53-67.

i =: 2007.10.12
« AAF A1ER: 2007.1024
AA A8 2007.11.12



22 =EAT AB5E (2007. 12)

[BE] ZrMAEY 28 SX|E4 45

B 1_AMGEEY A& |XE £8(d=0.05, f=2, B, =500, C,=20 7I%) «
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T |0.025 | 0.03 |0.035|0.04 | 0.045 | 0.05 |0.055 | 0.06 |0.065 | 0.07 |0.075 | 0.08 | 0.085 | 0.09

0.3 |637.6 |709.6 | 796.6 | 898.9 |1,018.1|1,156.6 |1,317.3|1,504.6 |1,724.5|1,985.1 | 2,296.9 | 2,675.3 | 3,142.1 | 3,728.3

0.4 |649.0 |717.7 | 802.4 | 903.0 | 1,021.1|1,158.5 |1,318.6 | 1,505.6 | 1,725.1 | 1,985.1 | 2,297.0 | 2,675.6 | 3,142.5 | 3,728.9

0.5 |660.6 |725.1 |807.0905.8 |1,022.6 | 1,159.1 | 1,318.4 | 1,504.6 | 1,724.1 | 1,984.0 | 2,295.3 | 2,673.9 | 3,141.0 | 3,728.8

0.6 |672.9|732.3 |810.7|907.3|1,022.4|1,157.8 |1,316.4 | 1,502.3 {1,720.9 | 1,981.0 | 2,292.5 | 2,671.1 | 3,138.7 | 3,726.7

0.7 1687.0(739.9 |813.91907.5|1,020.7 | 1,154.7 | 1,312.5|1,497.7 | 1,716.5 | 1,975.9 | 2,287.6 | 2,666.4 | 3,134.2 | 3,722.4

0.8 |702.9 |749.6 |817.6 | 907.2 |1,017.7|1,150.2 | 1,306.9 | 1,491.6 | 1,709.7 | 1,969.2 | 2,280.5 | 2,659.5 | 3,127.5 | 3,716.9

0.9 |716.2 |763.1 | 823.9 | 907.4 | 1,014.1|1,144.2 11,299.5|1,483.4 {1,701.2 | 1,960.4 | 2,271.9 | 2,650.8 | 3,119.4 | 3,709.3
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BE 2 ZHYYEE 2E /AL £E(d=0.05, f=2, B, =500, C,=10 718

(S =

)

do

A AARAE(EE dUE T8
B
22 10.025 | 0.03 [0.035| 0.04 | 0.045 | 0.05 | 0.055 | 0.06 | 0.065 | 0.07 | 0.075 | 0.08 | 0.085 | 0.09

0.5 |715.8|792.1|883.2| 989.5|1,112.2{1,253.5|1,416.8 |1,606.3 | 1,828.2 | 2,089.8 |2,402.3 | 2,781.1 | 3,247.6 | 3,832.6

0.6 |729.1|800.7|889.0 | 993.3]1,114.7|1,255.3 |1,418.0 |1,607.1|1,828.3 |2,090.1 |2,402.7 | 2,781.5 | 3,248.2 | 3,834.1

0.7 |747.4|811.9|896.0| 997.6|1,117.4{1,256.8 |1,418.8 |1,607.4 | 1,828.5 | 2,089.6 |2,402.2 | 2,781.1 | 3,248.3 | 3,835.2

0.8 |774.21828.2|905.6 |1,003.3 |1,120.5{1,258.3 |1,419.2 | 1,607.3 | 1,827.9 | 2,089.2 | 2,401.7 | 2,780.8 | 3,248.3 | 3,835.4

0.9 |806.2 |853.9 | 920.7 |1,011.7 [1,124.9 | 1,260.4 | 1,419.8 | 1,606.9 | 1,827.1 | 2,087.8 |2,400.4 | 2,779.6 | 3,247.3 | 3,836.0
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