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Abstract
Many economists criticize the concept of the composite commodity'of housing that
forms the basis of modern urban economics. As a result, much empirical work has been
produced that attempts to estimate the household demand for housing and locational
characteristics. T he purpose of this paper is to take stock of the literature. T he
theoretical foundations of the literature and the econometric procedures employed are
analyzed and critiqued. In addition, the empirical results are examined in order to identify
any patterns that exist. T he principal conclusion of this survey is that the theoretical
basis is sound, but the econometric applications leave much to be desired. One
consequence is that the literature has produced few empirical regularities. Another is
that more studies using better estimation procedures and better data are needed before
it can be safely argued that the composite commodity concept is replaced by the
characteristics approach.
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This paper is one of several papers of a research project sponsored by the World Bank and directed
by Stephen Mayo (RPO 672-49). We have benefited a great deal from conversations and
comments from Steve Mayo and other members of the project, Steve Malpezzi, Dave Gross and
Sungyong Kang. In fact, all members of the project helped assemble an annotated bibliography
that contains citations and brief abstracts on over 100 papers on this general topic. The
bibliography will soon be published by the World Bank. Helpful comments have also been made by
others outside the project. These include Jan Brueckner, Jan Ondrich, Doug Diamond and Serena
Ng. Of course, all errors and opinions are our own. Esther Gray, Stephanie Waterman, and Cynthia
Lowe also deserve our thanks for the wonderful job they did to prepare this manuscript.
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