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ABSTRACT

A third of Canadian housing starts and half of the housing starts in Atlantic Canada are
produced by self-help means, yet this important sector of housing provision has been overlooked
by analysts of Canadian housing. The objective of this thesis is to examine self-help housing in

Atlantic Canada, and by this means, improve the understanding of Canadian housing.

The thesis begins by developing an economic theory of self-help housing provision. The
application of this approach is not restricted to Canada; it has relevance for housing analysis in
all industrialised countries, and to self-help housing in the Third World. In the third chapter
estimates are made of the level of self-help housing in different regions of Canada. Self-help is
estimated to account for at least half of all housing starts annually in Atlantic Canada, and a third
of all Canadian housing starts. Ontario, Manitoba and Alberta are predicted to have the lowest
level of self-help housing, while Saskatchewan, Quebec and British Columbia are predicted to have
medium levels of self-help. Self-help is not a rural phenomenon, it is estimated to account for

22 percent of all housing starts in Census Metropolitan areas of Canada.

Case study information from Atlantic Canada is used to describe self-help housing
provisioning and there appears to be little difference between households using self-help as
opposed to purchasing a dwelling built by the residential construction industry, or indeed between
the dwellings built by the two sectors. While there are no differences in the quality or the
suitability of dwellings built by the two sectors, self-help provisioning is far more affordable, and
self-help households have a much higher level of financial security in their dwelling. The
incidence of self-help cannot be predicted by different skill levels of the population or by factors
such as a greater amount of time for self-help as a consequence of high rates of unemployment
(while self-help provisioning is highest where unemployment rates are highest, self-help
households are rarely unemployed, at least in the areas covered by the case studies). It is
argued that self-help is best viewed as a sector of housing provision, and is more likely to occur
in areas where the residential construction industry has greatest difficulty obtaining profits from

the production of housing.

Others have noted that self-help appears to be most likely where the economy is weakest,
an observation which is consistent with the predicted incidence of self-help provisioning in
Canada. However this thesis demonstrates that self-help also contributes to uneven development
by depriving the residential construction industry of profits (from production as well as extra

profits) and also by contributing to the ability of the population to survive at lower money wage
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levels and concomitantly reducing incentives for local industry to improve productivity. In this
fashion self-help housing provision slows the accumulation process of both the residential

construction industry and industry in general, thereby contributing to uneven development.

The impact of housing policy on self-help provisioning is also examined. Self-help is
more sensitive to policy initiatives such as changes in the costs of inputs or interest rates, and thus
is more responsive to policy initiatives. At the same time, self-help generates more employment
than does industry production. Thus, given the size of the sector, its higher incidence in areas
with the greatest economic problems, and, that self-help provisioning is more affordable and the
housing produced is of equal quality and suitability, then there is considerable potential for social

and fiscal gains through policies directed towards the self-help housing sector.



PREFACE

The empirical work which is the foundation of this thesis began as an exploration of a
self evident truth: a significant amount of housing in Canada is built by households themselves,
particularly in the four eastern provinces comprising Atlantic Canada. While this was, and is,
obvious to residents of these provinces it had escaped the notice of housing analysts in Canada.
The often explicit assumption of their work is that housing is produced by the residential
construction industry (eg. L. B. Smith 1981, Rose 1980) and that it is financed by mortgages
(Smith 1973, Bourne 1986). One important consequence of these assumptions is that evaluations
of housing policy in Canada have only been appropriate in areas where these assumptions hold.
In this thesis these mistaken assumptions are addressed and it is estimated that self-help accounts
for over 50 percent of total housing production in Atlantic Canada, and about a third of total
housing production in Canada. The principal objective of this thesis is to examine the role of self-

help housing provision in Canada.

Housing analysis in Canada has usually been conducted at a national level, or focused on
metropolitan areas (eg. Rose 1980 and Miron forthcoming). Sub-national analysis tends to be
scattered case studies where no general or analytical conclusions are drawn and hence do not form
any clear pictures. This is illustrated by a recent monograph commissioned by the federal housing
agency, Canada Mortgage and Housing Corporation (CMHC) and originally scheduled to be
published in 1988 (Clayton, Miron, both forthcoming). Both monographs accepted the direction
that they were to integrate current knowledge of local and national housing markets into a
"seamless text which would summarize the state of the art in Canadian housing research"’. The
picture of the state of the art represented by recent drafts of the monographs is one where local
differences from the supposed national norm can only be illustrated with anecdotes. Only the
authors dealing with specifically metropolitan issues were able to utilize an existing body of

knowledge of local housing markets which is both empirically and theoretically informed.

Even a cursory glance at sub-national data generates questions which contradict the
prevailing national understanding. For example, it is usually assumed that the acquisition of a
new dwelling is financed by a mortgage. Yet a table published in Canadian Housing Statistics
annually from 1973 to 1979 showed that about 35 percent of single detached dwellings built in
Canada were not financed by a mortgage issued by a lender approved to lend under the terms of

the National Housing Act (NHA)Z. Smith (1973) assumed that this 35 percent were family or

I fwas originally a contributor to the Miron monograph but withdrew from participation when it became clear that
the project did not have the resources or the mandate to seriously examine sub-national, non-metropolitan issues.

2 Mainly banks and trust companies.
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estate mortgages, however he is clearly wrong. The type and level of financing encompasses a
variety of options including savings, short-term loans, insurance and pension settlements, and the
sale of an asset such as a house or land (Rowe 1983. Bishop 1985). Moreover, the range of
options available is often influenced by contingent factors such as the quality of land title (Rowe
1981), the alternatives available to financial institutions (Rowe 1990b) or the savings rates of

households (Steele 1983).

Another illustration of the problems with the current national understanding is that most
explanations of housing production include various measures of interest rates as the major
components of their production functions (see Maclennan 1982) - yet seven of ten provinces have
over 40 percent of new single detached production financed principally by non-mortgage means
(see Chapter 3). Moreover, even if these models were effective at the broad national level, then
during the 1981-82 period when mortgage interest rates moved as high as 21.3% (CHS3 1983:69),
it would be reasonable to expect that total housing output would fall dramatically. However, total
output fell by only 4 percent, and output of single detached dwellings by only 19 percent, both
compared to 1980 levels of output, when interest rates ranged from 12.9% to 16.9% (CHS
1983:69). Further, the fall in output was not even for all provincial markets, it ranged from an
increase of 13 percent in output of single detached dwellings in Ontario to falls of 41% and 44%
respectively in British Columbia (BC) and Alberta (calculated from CHS 1983:10). What makes
these observations particularly striking is that Ontario and Alberta have the two highest levels of
mortgage financing. Despite this experience, many housing analysts still look to interest rates as
a predictor of housing production, and assume that housing is produced by the industry and
financed by a mortgage, assumptions which are now clearly questionable at both the national and

local level.

Still another example is with the clear inverse relationship between the stock and flow
of single detached dwellings and levels of home ownership on the one hand, and provincial levels
of household income; regions with lower income levels have a higher proportion of owner-
occupied single detached dwellings in new production, and in the total housing stock. They also
have higher levels of non-mortgage financing. This is often attributed to a ’taste’ for
homeownership, just as the low levels of mortgage financing are attributed to a ’dislike’ of debt
(see Fillion and Bunting 1990:32 as an example). Yet this has rarely attracted the attention of
housing researchers in Canada. Moreover, the value of new built dwellings in areas such as
Atlantic Canada is often less than the costs of labour and materials required for construction (see

Chapter 4). Clearly this is a situation where the national understanding is largely inadequate for

3 emHC publishes an annual volume of housing data titled Canadian Housing Statistics (CHS). In this thesis this is
referred to by CHS and the reference is CMHC (annual).
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housing in these areas and "runs the risk of overlooking specific factors which may be at work in
different segments of the labour (or housing) market” (Forrest and Murie 1987:374, emphasis
mine).

)

Since the "national’ includes contradictory markets and conditions it averages unlikes, thus
it is advisable to reassess the national explanations. Explanations of housing production in
Canada are wanting, even at the national level. For many areas they are clearly inadequate. This
raises the two sided question of how are we to account for these local differences and do they
matter at the national level? This thesis attempts to address these questions by including self-help

provisioning in the analysis of housing in Canada.

The development of an approach that is capable of addressing these questions requires
a more general assessment of methodological approaches. This is the principal task of the first
chapter. Chapter 2 contains the theoretical approach to self-help housing and develops three
propositions which are tested in subsequent chapters. The first proposition is that the residential
construction industry is negatively affected by self-help housing provision. This proposition is
empirically examined in Chapter 5. The second theoretical proposition developed in Chapter 2
is that self-help provisioning reduces the requirement to meet the subsistence needs of the
population out of money wages, and this proposition is tested in Chapter 6. Related to this is the
claim by the leading proponent of self-help housing provision, John Turner (1972, 1982), that self-
help households are better off and also the quality of the housing that they produce is at least as
good as that produced by the residential construction industry. These claims are examined in
Chapter 4. The final theoretical proposition is that self-help housing provision is likely to have
a negative effect on capital accumulation and so widens uneven development. This proposition
is examined indirectly throughout the thesis. In addition, there have been disagreements in the
self-help literature about the virtues of state support for self-help housing provision and this is
examined in Chapter 7. Some of the material from this thesis has already been published in
HOUSING STUDIES, and a copy of that paper is appended to this thesis.

I am indebted to many people and institutions for their advice, support and
encouragement, and, like most in this position, am unable to acknowledge the contributions of
all who have assisted. However some must be mentioned, and the foremost is my supervisor,
Simon Duncan. His support has always anticipated my needs and weaknesses, and has always been
sensitive to the conditions under which this thesis has been produced. He truly deserves the title

of Master Supervisor.

The research for the thesis began long before the idea of doing a degree at the LSE was
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conceived, and over the years the research program has had a number of patrons. First and
foremost is Philip Brown, now Director of Evaluation at Canada Mortgage and Housing
Corporation (CMHC). Without Philip’s support, self-help research in Canada would still be in
the Dark Ages. In more recent years Sharon Matthews of the Strategic Planning and Policy
Division of CMHC has adopted Philip’s mantle with equal effectiveness, and over the entire
period Paddy Fuller, Director of Statistical Services at CMHC has always been generous in
providing data and answers to boring technical questions. I am grateful to all of them and hope
that they feel that the gains which we have collectively made in understanding self-help housing

have justified their investments.

There is a long list of individuals who have provided commentary and advice over the
years, and among these I would like to acknowledge Tom Carter, George Courage, Geoff Dobilas,
Joe Kopachevsky, Jan McClain, Jamie Simpson, Grant Wanzel, and Peter Zystlra. Jon
Waterhouse has read the entire thesis , provided comments and assisted with the formatting and
layout of the final version, an invaluable contribution, particularly his role in resolving the
deadlock between Simon and myself on the appearance of tables. Equally important has been the
personal support of friends and relations, particularly Tara, Grace, Mike, Marcia, Harold and
Linda. Luigi Zanasi, Sherry May and Jon Waterhouse were all part of the project research team
at NORDCO where much of the analysis behind Chapter 6 was developed. Finally, I would like
to gratefully acknowledge the support of the LSE and NORDCO Computing Centres, Lesley
Jones and staff at the Canadian Housing Information Centre, the generous assistance of Jim
Ramsey and staff at the P.E.I. Real Property Assessment Office, and the support and assistance
of the P.E.I. Housing Corporation.

I would also like to gratefully acknowledge the financial support of the British
Government in the form of an Overseas Research Student award, and of the Institute of Social
and Economic Research at Memorial University of Newfoundland who provided assistance
through their pre-doctoral student program. NORDCO Ltd. a research and development
corporation where I was employed through most of my doctoral studies also provided assistance
in the form of a forgivable loan which they demanded repayment of after closing the Fisheries

Division and sacking all of us who worked there.
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CHAPTER 1
INTRODUCTION

The overall objective of this thesis is to understand self-help as a form of housing
provision in capitalist societies, to identify its implications for understanding housing in Canada,
including both the production and consumption of housing, to examine the effects of state policy
on self-help housing, and to identify the effect of self-help housing provision on capital

accumulation.

Individual self-help housing provision has two main forms, self-promotion where the
household’s responsibilities are limited to organisational tasks and construction is contracted to
a building firm, and self-build where the household is responsible for all or most aspects of the
production process. (A more detailed definition of self-help is provided in Chapter 2). There is
also a second dimension which is whether the household acts alone, or collectively with other
households, following either their own initiatives of those of the state (see Turner 1972 for early
definitions of self-help). These variations in the labour process in housing provision have an

effect upon social relations including those within the household (Harms 1982:36).

An understanding of self-help provision in capitalist society can also contribute to our
analysis of self-help provision in the Third World, as well as to the analysis of factors affecting
the character of the residential construction industry and policy in industrialised countries, and

these are secondary objectives of this thesis.

A fundamental weakness of the self-help housing literature is that its concern has mainly
been with the state and political movements, without first providing a foundation for this analysis
through the examination of the social and economic nature of self-help provisioning itself, and
its economic and social effects. The character of commodity production and capital accumulation
in relation to self-help has also been largely ignored. Consequently a reevaluation of self-building
based upon empirical evidence from Canada can provide a new perspective, and contribute to self-

help housing debates and their methodological bases.

In recent years there has been an increasing effort to understand what determines the
differences in the provision of accommodation within and between nations (for example, Dickens
et al 1985 and Ball et al 1985, 1988). Empirical work on Canada can obviously contribute to this
discussion. Again, much of the focus has been on the role of the state, the construction industry,
and land rents. In the non-metropolitan areas of Atlantic Canada, housing production can be

observed in a situation relatively free of direct state intervention, and where land rents are near
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zero. Since output includes both self-help and the residential construction sector it is possible
to compare the two provisioning sectors: self-help and industry, and analyze the potential impact

of a range of state policies upon output from the two sectors.

Housing analysis has featured a number of relatively distinct analytic approaches. These

can be summarised as market approaches, housing policy approaches, and housing provision

approaches. The approach I will use in this thesis is most akin to the housing provision approach
adopted by Ball and described in Housing Policy and Economic Power (Ball 1983) and the theory
of value approach in his article in Capital and Class (Ball 1978). My decision to adopt an
approach similar to Ball’s was made as a result of a systematic evaluation of the analysis I wished
to undertake and of the suitability of alternative economic approaches to these requirements. All
of this was in the context of the growing acceptability and successes of analysts who followed the
"housing provision” approach. Before describing the process by which I decided to adopt this
particular approach, I will first explain my emphasis on economic theories, and my acceptance of

the general spirit of the housing provision approach.

By ’'the housing provision approach’ I mean the concept that housing is produced through
a series of relations between social agents involved in consuming and providing housing including:
occupants (owners or tenants), landlords (state, private and third sector), financing agencies, estate
agents, building firms, unions and workers, planners, landowners and others involved in the
process of building, selling and consuming housing. Housing provision does not exist in a vacuum
and is influenced by state policies, living standards, competing uses for the physical and financial
resources required for the production and maintenance of housing, culture, tradition, and so on.
Emphasis is placed on the analysis of change as a means of understanding the dynamic effects

generated by a structure of provision (see Ball 1983:18-19).

While the housing provision approach includes all of the social agents and relations which
influence housing decisions, not all of these agents and relations are equally important in every
situation. When Ball undertook his analysis of home ownership in Britain, an emphasis upon
landownership and housing production proved to be successful in describing and evaluating the
homeownership sector. I doubt he pre-selected the agents and relations which were key to their
topic; indeed, the advantage of the provisioning approach is that it does not have a restrictive
agenda of causes and explanations. Analysts are compelled to consider all of the agents and actors
which might influence their subject and are directed to the key elements by the logic and character

of the subject, and by the intent of their study; not by prior assumptions or knowledge.

Like Ball, I would contrast this approach to more traditional emphasis on housing
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markets (consumption and production) and policy. Market and policy approaches are linked both
in reality and in analytical approach since market failures are the principal rationale for policy
responses. Thus the obvious and severe failures of housing markets to provide affordable and
adequate housing led to the state housing initiatives of the 1940’s and 1950’s. Similarly, the
shortcomings of market approaches to housing research led to critical approaches to policy as a
means of improving the distribution of housing benefits. Given the importance of housing policy
in many nations, for example, equal to education and health in Britain (see Ball 1983:1), it is not
surprising that over time distributional problems became attributed to the wrong housing policy
response to market failure. In a sense then, housing provision is the third generation or Mach

I1I, of housing analysis.

Mach I begins with the assumption that market forces alone will best provide housing and
ends with descriptions of market failure. Thus, we have production functions attempting to
attribute housing production to a wide range of factors from various interest rates, alternative
economic opportunities and portfolio mix. We also have sociological descriptions of different
tenures, usually focusing upon income and employment variables. In the former, production

decisions reign supreme, in the latter consumption decisions are eminent.

'Mach IL, or housing policy analysis, occurs once it has been recognised that the market
alone cannot satisfactorily distribute housing benefits, and that state policy is required to attend
to market imperfections. Within this approach there is a broad spectrum of stances: from abstract
assessments of which particular policy option is most effective in reducing inequality, to an
analysis of whose interests are served in the selection of one policy option over others. Housing
policy analysis is concerned with distributional problems, but builds on the earlier market
approaches in that it begins by observing market imperfections and turns to policy as a suitable

résponse.

In the same way, Mach III, or housing provision approaches build on some elements of
housing policy analysis. While some of the more specific applications of housing policy research
might be of little utility to housing provision approaches, other applications which have
approached policy formation on a much more encompassing manner are often cited favourably

by provisionists (for example, Dickens et al re Merrett 1979, and Merrett with Gray 1982).

What is often not understood is that Mach I and Mach II are clearly associated with two
different economic theories of value: namely subjective preference and cost-of-production
respectively. Thus many of the shortcomings recognised in these two approaches can be attributed

to deficiencies in the theory of value on which they draw. For example, the excellent critical
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survey by Maclennan (1982) of the neo-classical economic literature of housing could and has
been done for subjects other than housing ranging from industrial organisation to parenting and

marriage decisions.

These connections are important in that they provide links to other sectors of the
economy and society which influence or are influenced by what happens in the housing sector, and
can contribute to an improved understanding in much the same way as comparative analysis, by
"providing a check on generalization and abstraction procedures” (Dickens et al 1985:58; see also
Ball 1983:xxv).

The situation with provisionists is less clear - it is not obvious what theory of value is
being used. Several leading proponents link themselves with marxist analysis which implies a
labour theory of value. However, as I will show in the second section of this chapter, appearances
can sometimes be misleading. For example, Burgess, a leading critic of John Turner’s advocacy
of self-help housing in the Third World, has frequently described his approach as marxist, yet he
is clearly a cost-of-productionist. Although he uses marxist terminology, his concern is with the

distributional benefits of state support for self-help.

Confusion such as this is important for a number of reasons. First of all, it can waste
analytical resources (the irony is that Turner and Burgess share a common theory of value). Far
more important is that a great deal of confusion can result from neglect of the underlying theory
of value. For example, Bassett and Short reject neoclassical approaches to housing because its
assumptions are unrealistic and because it does not produce testable results. However, as
discussed below, neither of these conditions, realistic assumptions or testable results, are
consistent with subjective preference theory which has only one testable result and openly accepts

as a starting point unrealistic ’ideal’ economic assumptions. Thus while Bassett and Short can

reject neoclassical approaches, and many others can cite their rejection as a rationale for their
own approaches, neoclassical economists can quite rightly say "so what?’ and go on making
unrealistic assumptions as a valid scientific activity. By failing to understand the underlying
economic theory of value of neoclassical approaches, Bassett and Short’s rejection is dysfunctional
- it does not deter or even influence neoclassists, and at the same time it mistakingly deters others
from gaining a proper understanding of the real difficulties of neo-classical approaches. The latter
is perhaps more serious since it is not only possible, but likely that some analysts have rejected
neoclassical economic approaches, but used other market approaches such as consumption and

tenure descriptions.

The objective of this first chapter is to establish objectives and research categories. It
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begins by identifying the requirements for the analysis and then considers the three prevailing
approaches to such an analysis: the subjective preference theory of value, cost of production
theories of value, and the abstract labour theory of value. The latter is found to be the most
suitable for the specific requirements of this study. The chapter concludes with a brief outline of

the operational issues which will be addressed.

1.1 SEARCH FOR AN APPROACH: REQUIREMENTS

Social scientists apparently addressing the same human event often produce very different
explanations as a consequence of the approaches they employ. It is assumed that no credible
analyst will ever deliberately employ an approach known to be inferior, yet equally well trained
and sincere analysts can simultaneously employ radically different approaches to similar problems,
and equally perceive their chosen approach as the optimum. Thus the selection of an approach
is a critical factor in the analysis. Consequently it is incumbent upon any analyst to identify,

explain and justify the use of any particular approach.

Sayer has argued that the selection of an approach "can only be decided by reference to
judgements about the nature of the thing to be explained" (1984:211). Principally, this is because

although causal powers exist necessarily by virtue of the nature of the
objects which possess them, it is contingent whether they are ever activated
or exercised. When they are exercised, the actual effects or causal
mechanisms will again depend upon the conditions in which they
work...processes of change usually involve several causal mechanisms which
may only be contingently related to one another (ibid. 1984:99).

The selection of an approach is thus a function of the specific tasks of the research
project, and the context and character of the research object!. However, the approach must also

follow good principles for scientific inquiry.

In the following section a justification will be presented for the approach used in this
thesis. Following Sayer, this justification is entirely from the point of view of the requirements
of the object to be examined. It will be argued that the categories adopted provide the optimum

approach for understanding self-help housing provision in Atlantic Canada at the present time.

Sayer places great emphasis upon the importance of contingent factors in determining

causality (1984:99). There will be a whole range of contingencies which might lead to a household
deciding in favour or against self-help production, and these will be different at different times

and in different places. For example, self-help is more likely to occur where land is available and

1 ’Object’ is used here in the same sense as Sayer, "the thing being studied" (1984:24).
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affordable. Access to land, and the question of whether or not land rents are significant, are
outcomes which will be influenced by factors such as the pattern of land ownership, including the
degree of concentration of ownership. In a more general sense, access to nature provides
opportunities for other forms of self-help production. Thus, for example, not only is access to
land necessary for housing production, but also for food production, forests for wood as a heat
and timber source, and the sea for food. It would be fundamentally incorrect, however, to identify
these activities as ’rural’, and the nearness to nature as a good predictor of self-help activities.
In many small coastal communities in Newfoundland, for example, the European settlement
pattern was often illegal and the communities were under threat if discovered by the British fleet.
Thus, land was acquired without probate or record and today this means that it is often difficult
to establish clear title to land in Newfoundland which inhibits construction and mortgage
financing (Rowe 1981). Thus while land is in plentiful supply and rents near zero, there can still
be factors associated with land which affect the opportunities for self-help, and also the character

of the self-help production which does occur.

Also in Newfoundland, access to the forests for timber for house or boat building, or for
firewood, is limited by the forest rights granted in perpetuity to a small number of English firms
or families by the Crown while Newfoundland was a colony. This not only limits access to the
forests, it also affects what species is replaced, and whether there is reforestation, both of which
can have long term effects on timber and woodlot production for self-help purposes. Finally,
access to marine resources is constrained by a heavily enforced licensing system which excludes
new entrants. This is similar to land rents in urban areas where social relations can constrain
access to nature which may be a requirement of self-help production. These social relations can

take the form of high economic rents or limits on access through ownership or policy.

A similar situation exists with the state. Dickens et al in their study of Britain and
Sweden, have shown that national states can have a direct and active role as a contingent factor
influencing the character of housing production and provision (Dickens et al 1985). However
with self-help housing production in Atlantic Canada, the state (at national, provincial and local
levels) only has an indirect and marginal role. However, no action is also action. A decision not
to do something can be at least as important as the opposite proactive decision, and frequently
we can discover elements in the no action decision which will usefully inform our understanding
of the actor/non-actor, in this case, the state. Indeed, self-help housing provision in Atlantic
Canada is itself a contingent factor in the accumulation process and for uneven development in

Canada. The approach selected for this research must direct inquiry to contingent factors. This

is the first requirement for the selection of the approach for this research.



Page 18 Chapter 1

The second requirement of an approach is that it must be able to address local conditions
and characteristics which influence production and consumption of housing. For example, in
many areas of Atlantic Canada the full costs of housing production exceed the price which can
be realized with the sale of the house. This occurs because of lower and less regular incomes as
well as factors such as historically low prices due to previous high levels of self-help provisioning
and, in a number of areas, a surplus in the supply of housing; approximately 10% of
Newfoundland single detached dwellings are vacant (calculated from 1986 Census of Canada).
These conditions have the potential to change over time, and perhaps more importantly, over time
can influence other elements in the local market, such as the profitability of the residential
construction industry and accumulation in general. It is thus essential that the approach must be
able to integrate a wide range of considerations into the analysis and to do this with due reference

to the time periods and spatial setting in which events occur.

The third requirement of a suitable approach is that it must also be able to treat self-help
housing production as a factor in capital accumulation. The history of capitalist development is
one of increasing centralisation and concentration of production, and of the social division of
labour (see Massey 1984:46-49 for a useful review). Many analysts (onesidedly) see self-help as
the backwash of capitalist development where older pre-capitalist forms of production linger (for
example Burgess 1985:273 and Harms 1982:19). However, as I have argued above, there are
contingent factors which influence the possibility of self-help occurring in these areas.
Notwithstanding these, the logic of capitalist development is that it is uneven, (see Roxborough
1979, Taylor 1979 and Duncan and Goodwin 1988), and, it has also been argued that housing
provision must be an important factor in accumulation (Dickens et al 1985:11). Thus, if
accumulation is uneven, different forms of housing provision might, at the same time, contribute
to this and be formed by it also. Consequently it is necessary to examine the effect of self-help
housing provision on capital accumulation. The selected approach must be capable of
encompassing ’economic’ considerations which can examine the possibility of a necessary
connection between uneven development and self-help housing (see Sayer 1984:143-146 for a

discussion of ’necessary’ factors).

There have, of course, been countless justifications of why any given approach is the
optimum. The selection will, at one level, be conditioned by the material available for the
analysis. In this case, the major determinants are two case studies about housing provision in the
Maritime Provinces, one in Prince Edward Island (P.E.L) and the other in Nova Scotia. At the

most elementary level, the selected approach must be able to use this and other information

currently available.
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Although this discussion might appear semantic, it is far from that. While the objective
is to have time and space embedded in the analysis, it is often the situation that the material
available is either spatially or temporally fixed (or both). This is a restriction on much social

science research imposed, for example, by cross-sectional data.

Prior to the two case studies there was virtually no material available on self-help housing
in Canada. This was surprising since the Canada Mortgage and Housing Corporation (CMHC)
and a number of the partner provincial housing corporations have had self-help housing programs.
(See Chapter 7 for a review of self-help housing programs in Canada). Yet the entire inventory
of research which could be identified by the Canadian Housing Information Centre (CHIC), a
national housing reference library operated by CMHC, amounted to two reports; one completed
in 1973 (Selligman 1973) and one still in draft form (Middleton 1983). Both reports addressed
the possibilities of self-help in housing policy but neither contributed much in the way of an

understanding of self-help provisioning.

This lack of existing information greatly conditioned efforts to develop a research program
on self-help housing since it clearly was not viewed as an important or useful area of research.
The first task was to document what many knew from experience, that self-help was an important
source of housing provision. Thus, when the first possibility of funding arose in 1980, largely
through the patronage of an individual researcher in the Research Division of CMHC, it was
decided that the first task was to estimate the extent of self-help housing for one provincial
housing market, and to also capture as much information about the construction and financing

processes as possible (Rowe 1983).

The P.E.L case study was followed by a smaller one in Colchester County, Nova Scotia
(Bishop 1985), and the demonstration of the importance of self-help has since facilitated support
for a number of subsequent self-help housing research initiatives in a variety of applications from
retirement housing to regulatory barriers and attitudes of financial institutions. One recent
initiative was a follow-up to the P.E.l. case study which was completed in 1990: some of the
material from this follow-up is used in Chapter 4. CMHC has now acknowledged the importance

of self-help and has allocated funds for policy research and development.

It is almost a tautology to say that obtaining useful material for research on self-help
housing provision in peripheral locations will be far more difficult than for, say, industry provision
in the capitalist centre. Although self-help may often be considered to be at the margins of
current research, the theoretical and analytical issues of accumulation, subsistence and crisis are

central. However, the resources available for research at the perceived margins can be expected
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only
to be less, for example “4.3% of the entire research budget for CMHC ($18.3 Billion) for 1983-

84) was spent in Atlantic Canada. Thus the approach for this research must be able to use what
information is available, whether qualitative or quantative, intensive or extensive (Sayer
1984:221-228).

There are thus four requirements for the selection of an approach which arise from the

character of the object of the inquiry. These are:

1. The approach must direct inquiry to contingent factors which affect the object
of inquiry

pA The approach must consider objects as being spatial and temporal in their
constitution.

3. The approach must be able to place the object of inquiry in its historical context

in the accumulation process and be able to consider the impact of the object on
capital accumulation.

4. Finally, the approach must be able to use the information resources which are
available for the inquiry.

1.2 OPTIONS FOR AN APPROACH

Cole, Cameron and Edwards (1983) have provided a very useful review of nineteenth and
twentieth century economic theory. Their approach distinguishes theories on the basis of the
explanation provided for the source of value. This is not a unique approach (for example see
Rubin 1972, and 1979). However, Cole et al are particularly precise and effective in their
descriptions. In this section the three alternative theories of value identified by Cole et al will
be summarised and an attempt will be made to indicate how they would address the issue of

self-help production.

Cole et al identify three theories of value: the subjective preference theory of value, the
cost-of production theory, and the labour theory of value. They claim that all of economic
analysis can be encompassed within these three theoretical approaches, and that we can also

understand political and moral positions on value through these categories (Cole et al 1983:7).

Subjective preference theory can be associated with those who take their cue from Adam
Smith and who emphasise value as revealed in the market place. Cost-of-production theorists take
their cue from Ricardo and concur that value appears in the market, but identify the source of
value as decisions on production rather than on consumption. The labour theory of value
theorists take their cue from Marx who argued that the "whole structure of production,

distribution, exchange, and consumption will reflect...social relations of production, and therefore
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economic theory has to be historically specific..."(ibid. 1983:12).

The political consequences of these three approaches are as follows. First, for subjective
preference theories there is no role for the state except to ensure freedom of contract - freely
operating markets will ensure equity and efficiency. Secondly, for cost-of-production theories the
state is the only agency which is in a position to address distributional inequity and thus to
prevent the inevitable stagnation of production. And thirdly, for labour theory of value theorists,
the state is neither neutral nor can it arbitrate equity and efficiency in an economic system whose

contradictions can only be resolved through class struggle.

All three theories of value find a particular methodological base most comfortable. The
subjective preference theorists are fond of positivism, cost-of-productionists with relativism, and
realists often associate themselves with the labour theory of value (Cole et al 1983:Chapter 1,
Outhwaite 1987: Chapter 1).

Recently, several very useful books have been published which could be used to justify
the selection of realism as an epistemology (for example Sayer 1984) and Marxism as the best
realist approach (Outhwaite 1987). In many fields of concern, including housing, critical analysts
have made their selection of a theoretical approach through reference to such work (for example
Dickens et al 1985) and have conducted useful and sound research as a consequence. However,
a danger which can arise from this is that categories from one approach can be adopted without
the central elements of the approach. A clear example of this is in the self-help housing literature
discussed below where it is argued that leading *marxist’ contributors have most in common with
cost-of-production theory although they use marxist categories. This has caused confusion in the
analysis of self-help housing production (for example Strassman 1982) and inhibited the

development of policies and political strategies (see Schlyter 1984:8).

What is most needed at this point is a classification of the literature as a necessary but
not sufficient condition for locating and understanding self-help production as a form of
production occurring in capitalist societies. Thus the focus of this section is upon the alternative

theories of value with which self-help housing provision can be understood.

In the following three sub-sections each of the approaches is considered in turn, however
each is treated somewhat differently. This is because most existing self-help literature falls into
the cost-of-production theory of value, consequently the self-help applications for the other two

approaches have to be constructed, as it were, artificially.
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1.3 SUBJECTIVE PREFERENCE THEORY OF VALUE

While followers of the subjective preference theory of value are not yet promoting self-
help as a politically acceptable approach in housing policy, it would seem very likely they will
given the apparent compatibility of the theory with the individual initiatives required for self-help.
Harms (1982) has shown how support for self-help housing provision grew during the last period
of economic crisis in Germany. A detailed description of subjective preference theory used as a
basis of an approach to self-help is given here so that the value of the approach in meeting the
requirements outlined at the end of Section 1.1 can be evaluated. This discussion of subjective
preference theory will also show that some housing analysts (such as Bassett and Short 1980) have
inappropriately rejected neoclassical economic approaches to housing analysis. While I agree with
their conclusion, I am not satisfied with their argument and much prefer the critique adopted by
Maclennan (1982).

Subjective preference theories of value assume that all decisions are made by individuals,
or individual households, who will act so as to maximise their utility from the consumption of
goods and services, including leisure (henceforth goods). The basis of these decisions are

described by Cole et al as:

Firstly, the fundamental assumption of subjective preference theory, the
existence of utility maximising individuals endowed with tastes and talents,
is an assumption and not an hypothesis. It is not open to question or
refutation, but forms the starting point from which it follows by logical
deduction that, firstly, such individuals acting in their own private interests
also serve the wider social interests as long as there is free exchange and,
secondly, some statements amenable to observation and falsification are
generated (Cole et al 1983:49).

This means that there is no direct test of the basic assumption of subjective preference
theory - utility maximizing households. If, as a starting point, it is accepted that households do
behave in such a fashion, then deductions can lead to observations which can be tested. However
as Cole et al point out

...Exhaustive formal empirical testing is not essential to the survival of the
theory. The criterion of success within subjective preference theory, is not
in statistically valid observations, but is self-evident on the relative material
well-being of the citizens of those societies where governments have
appeared generally to act as if subjective preference theory were true (Cole
et al 1983:80).

Thus the fundamental assumption of subjective preference theory cannot be subjected to
tests. This is not a failing in method (see for example Sayer 1984:170). Moreover, it means that
the rejection of 'neoclassical economic models’ on the basis that it is necessary to "differentiate
between the performance of models in terms of replicating reality and in terms of explaining

reality” (Bassett and Short 1980:32) does not represent a valid refutation of subjective preference
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theory.

Two characteristics (individual taste and talent endowments, and the desire to maximise
utility) are required to define subjective preference theory. This is important to note, because
there is a tendency to focus on neoclassical economics as a school of thought and to ignore their
connection to a theory of value as for example, with Bassett and Short’s (1980) rejection of
neoclassical economic models. Cole et al explain:

... it is important that both characteristics of the individual, the endowment
of tastes and talents, and the motivation to maximise utility are recognised
as the basis of subjective preference theory. In much writing on economic
theory, it is only the latter characteristic which is emphasised in the
identification of a school of thought called neo-classical economics, where
maximisation, emphasising the use of differential calculus, is taken as the
hallmark of a unified school of thought (Cole et al 1983:49).

It should now be clear that subjective preference theory should find self-help production
very appealing. (Note that I am referring here to production of commodities or use values, as
opposed to exchange of commodities. There is an active concern with the latter, but it arises from
lost tax revenues or social security ’abuse’ (for example, see A. Smith 1981)). Subjective
preference theorists’ interpretation follows the line that individuals, or individual households,
express their own consumption choices, such as producing a dwelling, producing any other good
or consuming leisure. Subjective preference theory thus appears to offer a potential explanation
of self-help housing production: households build their own homes because they prefer this
activity and its returns to the alternative of leisure or additional work, and they have the skills to
carry out the activity. Households in areas where self-building is less common would have a

different mix of tastes or talents.

Secondly, in principle, the analysis can be applied to any type of market. The starting

point of subjective preference theory

... provides a conception of rational economic behaviour that is independent
of any social, political and historical factors, with the motivation for
economic behaviour, ie. utility maximization being seen as universal.
Where general patterns of taste and talents differ fundamentally from one
place and time to another, there lies a possible subjective preference
explanation of ‘underdevelopment’ as an expression of a pattern of tastes
and talents neither highly valuing nor conducive to material affluence (Cole
et al 1983:49).

Following this, uneven economic development is a result of a mix of talents and tastes
which are, or are not, conducive to economic development. In this sense then, individuals and
(since they collectively serve the *wider social interests’) also societies, are authors of their own

destinies, so long as individual economic behaviour is not constrained by social institutions which
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limit free exchange. Examples of such institutions would be the contemporary market power of

large corporations and trade unions.

At this point it must be emphasised that this review is not intended to provide a
comprehensive assessment of any particular theory of value. What is being attempted is an
assessment of the potential of subjective preference theory to provide an approach which meets
the requirements stated in the previous section. Thus it is still necessary to go a bit further with
this theory to establish the conditions under which production will occur, since it is production

which is the main focus of this review.

The key to understanding production within the subjective preference theory is the
establishment of prices in the market through the interaction of the forces of demand and supply.
Both of these forces are deduced from the two fundamental elements of subjective preference
theory identified above. It is common to begin with the demand relationship, and here it is useful
to quote at length from Cole et al because it illustrates the logical consistency of subjective

preference theory and substantiates its claim as a valid theory of human behaviour.

We can logically conclude that if an individual (and this individual is
representative of all subjective preference individuals) is faced with a choice
in which one good has become relatively more expensive to other
goods...then we predict that the amount consumed of the relatively more
expensive good should certainly not rise! Although this may not seem the
most earth-shattering conclusion, it is important for the subjective
preference theory of value. Firstly, methodologically, we have moved from
unobservable reality through a logical process of deduction to an
observable, falsifiable statement or hypothesis. This meets the Popperian
criterion of scientific method. Secondly, it is the only falsifiable statement
obtainable from utility theory. Thus, if this statement is falsified, then utility
theory, with all its implied attributes of competitive individualism, would
have to be discarded. Up to this time, as far as the authors know, nobody
has succeeded in falsifying this hypothesis and, thus, subjective preference
theory survives its own test as scientific knowledge. The fact that other
theories may predict the same observation does not detract from the
statement that 'the world behaves as if it consisted of individuals rationally
maximising utility in a framework of well-ordered preferences’ (Cole et al
1983:54-5, emphasis mine).

Prices are established in the market through the interplay of the forces of demand and
supply. The key for subjective preference theory is that no individual determines price. Price is
determined by the sum of all individual tastes and talents and this "will guide resource allocation
towards efficiency, equity and stability” (Cole et al 1983:70-71). For the purposes of this research
it is the production decisions, or the supply side of the market, which are particularly interesting.
Like demand, supply is the summation of individual decisions about production and these

decisions are guided by the utility derived from producing. Thus production is essentially a
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consumption decision. Entrepreneurs, like every other individual, willingly forgo the consumption
of leisure in favour of work if it will increase their total utility (see Gaskill et al 1986 for an

application to rural Newfoundland).

... The step beyond Smith for subjective preference theory was to unify the
final consumption choice with the productive activity choice in a single
decision for each individual, and thus finally dispose of the labour input
theory of value. Every activity an individual undertakes can then be seen
as an act of consumption, giving utility. Consumption, not labour, is in
command: people do not work, they forego the consumption of leisure;
people are not savers, they are abstainers from immediate consumption.
Production occurs because individuals are persuaded by material rewards
to overcome their love of leisure and impatience for consumption. With
this formulation it is possible to use precisely the same analytical
framework for choices of productive activity as was used ... to examine
straightforward final consumer choice (Cole et al 1983:57).

Production is thus directly linked to rewards and for the individual is a function of their
tastes for leisure and their talents. If an individual has a unique non-reproducible talent such as
a musician or artist, then it is possible to capture economic rent’ which is a reward
greater than that which would compensate the supplier for the loss of leisure. For our purposes
here the critical concern with rent will obviously be associated with land. However for subjective
preference theory the argument is identical to that pertaining to musicians - land has certain
non-reproducible characteristics, for agriculture it is the productivity of the land, and where
productivity is above the average, then owners of that land will be able to capture rents equal to
the difference. See Cole et al (1983:117-19). It is only in these cases that rewards are unjustified
according to subjective preference theory, all other inequality is acceptable so long as individuals
are free to enter into contracts voluntarily, that is, unobstructed by social institutions (Cole et al
1983:59). Before considering production further it is important to note that this is a fundamental
claim for equity and efficiency. Without going into too much detail it is useful to note two points,

one technical and one political.

First, there is no distinction within subjective preference theory between necessities and
luxuries -- there are only the tastes of individuals (whether for fur or potatoes) -- and it is the
abilities of individuals which will determine their access to their preferences. Thus the basic
condition for equity and efficiency is exactly the same - "the maximum amount of liberty for

individual action subject to the constraints of voluntary contract" (Cole et al 1983:60).

...models of individual behaviour as consumer and entrepreneur are thus
constructed in a particular manner for the purposes of subjective preference
theory. Bringing them together in a single market framework shows that,
given these assumptions, the free market system, where the price is
determined only by the sum total of actions of individuals, is a sufficient
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framework of equitable liberty in which everyone chooses what to put into
society in the full and accurate knowledge of what they are going to get out
(Cole et al 1983:75).

Returning now to production, the pursuit of individual utility will call forth more
production in direct relation to increasing incentives, hence the upward sloping supply function.
However, this is constrained in entrepreneurial activity by the costs of production which are

assumed to first fall (returns to scale) and then eventually rise due to decreasing returns.

Subjective preference theory starts with the individual who has inherent tastes and talents
and whose preferences are expressed through freely entered into contracts to maximise utility.
Individuals will decide on the mix of goods they hold and those they trade depending upon the
relative prices of those goods and the importance of the particular goods to the individual.
Individual goods cannot be classified as luxuries or necessities because all individual decisions are

sensitive to prices within a specific structure of preferences.

The first prediction made by subjective preference theory is that there will be a set of
prices in all markets which will exhaust all further trading. This equilibrium is stable because at
those prices all individuals will be satisfied with their current holdings of goods, and equilibrium
can be shown to exist for any number of markets (combinations of individuals and goods). The

importance is that it is possible to demonstrate that prices will exist that satisfy everyone.

If the underlying assumptions about the nature of human existence are accepted both
descriptively and morally, then a remorseless logic apparently draws us to the unavoidable
conclusion that a society always has a set of prices which will satisfy everyone. Although everyone
might wish more of some particular good, at that set of prices this can only be achieved if
someone else is forced to give up something, which would offend the fundamental principal of
individual liberty. Thus all exchange must be on the basis of voluntary contracts. As long as this
condition is met, it makes no difference to subjective preference theory (in either equity or
efficiency) whether the distribution of wealth is very skewed or flat. These outcomes are all

possible optimums for the society and arise from individual differences in tastes and talents.

Thus beginning from plausible assumptions about human nature, a whole economy is
logically constructed in which prices have desirable properties which are in harmony with an image
of society which sees maximum individual freedom and maximum social welfare as co-existent and

co-determinant.
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1.3.1 Subjective Preference Theory and Self-Help Housing Production

This lengthy review of the basic assumptions and workings of subjective preference theory
has been conducted so as to provide a basis for the examination of the utility (sic) of the theory
for the purposes identified above. As a starting point it is useful to first assess what subjective

preference theory would say about self-help production.

To begin with, there would be an obvious attraction to self-help production. Individuals
making consumption decisions about the trade off among alternative goods, including leisure,
decide to build their own accommodation. Nothing can be said about the efficiency of this
decision since it is accepted as valid so long as their are no constraints on the freedom of the
contract’.  We would assume that the individual makes an appraisal‘?‘gll of the available
alternative goods, such as accommodation produced by the construction industry and rental
accommodation’, as well as other goods. In many ways this decision, the selection of self-help,
represents the true spirit of the liberal ’freedom of the individual’ basis of subjective preference

theory.

The above analysis would also be consistent with a situation where contractors, appraising
their own options, realise that there are limited opportunities to produce accommodation and
obtain a price for their product which will cover the costs of production. They thus decide to
apply their entrepreneurial activities elsewhere, perhaps in renovation or in some other area of

activity altogether.

Thus any housing situation could be taken to be entirely consistent with subjective
preference theory, and indeed, to reflect the spirit of that theoretical approach. For example, the
reason for individuals living in inadequate housing, or housing that they don’t like, is simply a

function of tastes and the ability to obtain sufficient rewards to access better housing.

If land rents were being extracted, then there would be some basis for the state to
intervene to reduce the impact of this barrier to efficient resource allocation. However, as will
be demonstrated in Chapter 5, land rents do not have much of a role in self-help housing
production. Thus there is absolutely no role for the state in this picture - indeed there is nothing

wrong with this picture from the perspective of subjective preference.

2 There are obviously some constraints, most notably planning regulations and land rents.

3 This is not recognised by subjective preference theory practitioners such as Maclennan who explicitly assume that
for every decision there is an unlimited range of housing options available to the individual (Maclennan 1982:66-69).
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1.3.2 Suitability of the Subjective Preference Approach

Although subjective preference theorists might be very pleased by and interested in
self-help housing production, this does not necessarily mean that it provides an appropriate basis
for the analysis which is the agenda for this thesis. In Section 1.1 above four requirements were
identified. The usefulness of subjective preference theory as an approach will be evaluated for

each of these.

1. The approach must direct inquiry to contingent factors which affect the object
of inquiry

2. The approach must consider objects as being spatial and temporal in their
constitution.

3. The approach must be able to place the object of inquiry in its historical context

in the accumulation process and be able to consider the impact of the object on
capital accumulation.

4. Finally, the approach must be able to use the information resources which are
available for the inquiry.

The first requirement was that the approach would have to encompass contingent factors
in the analysis. Following from the subjective preference view of the self-seeking individual, and
a state which ensures economic freedom, since both economic freedom and self-interest are
timeless, then the analysis of social structures or history become irrelevant. Economics is thus
a self-contained discipline and there is no reason for the inclusion of contingent factors in
analysis. Thus subjective preference theory contradicts the requirement by which it is to be

evaluated here.

The second requirement was that the analysis must consider events within their spatial
and temporal context. As can be seen from the above review, subjective preference theory is
atemporal and aspatial. Where spatially uneven development occurs, it is a product of the tastes
and abilities (so long as contractual relationships are freely entered into) of the residents of the
area, or a product of inappropriate interventions by social institutions including the state. While
it might be tempting to fail the subjective preference approach at this point, that would be

inappropriate.

It is necessary to go a bit further to find why the subjective preference approach cannot
meet our second requirement. We wished to explain differences in housing provision for different
temporal and spatial settings, having noted patterns in housing provision which appear to be

related to space and time.
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According to subjective preference theory these differences are a product of tastes and
talents, however, since it is difficult to believe that households would willingly choose to inhabit
inferior accommodation unless constrained to do so, the reason for the pattern, according to
subjective preference theory, must be found in their talents, where differences among individuals
creates, among other things, differences in incomes. From this it is possible to speculate that the
problem is really one of insufficient demand as a consequence of factors such as unemployment.
Subjective preference theory would argue that this occurs because of the interference of social
institutions (such as trade unions) inhibiting the downward movement of wages, and producing
barriers to the mobility of households by restricting their incentives to seek work elsewhere. In
other words, restrictions on the freedom of contract lead to sub-optimal decisions by individuals

and result in inappropriate allocation of resources for society as a whole.

However, having recognised that there are barriers, they must further recognise that the
free response of those who can still produce their own housing creates further barriers to mobility.
Specifically, an individual in Newfoundland who builds a house will probably realise very
inexpensive housing costs. That same individual, later facing a decision about moving to Ontario,
attracted by employment or higher wages, will consider housing costs as a factor, and the
differential in housing costs will mitigate against a future decision to move. This generates a
situation where, once there is a barrier to free contractual relationships (for example, mobility
restrictions), then further barriers will be produced as individual responses". The crucial point
is that these barriers may stand in the way of an equilibrium situation being possible -- we may
have a disequilibrium situation similar to that discussed by Cole et al (1983:76,98), or ’the

exploding cobweb’ situation common in introductory textbooks”.
In this situation, spatial inequality in the labour market can lead to decisions by
individuals in the housing market which will have a disequilibrating effect on the labour market,

widening spatial inequality, and leading to further disequilibrating decisions in the housing market.

Consequently, it would appear to be illadvised to employ a subjective preference approach

4 There are other possible restrictions on a well informed decision. For example, in a situation of uneven development,
incentives to migrate will be assessed in terms of their knowledge of the options available. If the information is incomplete,
or too restrictive in time horizon, then a sub-optimal decision will be made, which creates an environment disposed to
future sub-optimal decisions. This would also potentially lead away from an equilibrium as was the core of the argument
of Myrdal (1964:100) in his hypothesis of 'cumulative circular causation’. As will be noted in the following sub-section, this
is an important element in the formation of the cost-of-production approach.

5 This is potentially an important problem for subjective preference theory, for if individual decisions set in place a
sequence of future decisions which move away from equilibrium, then the validity of the theory itself is in question. While
this might be interesting to pursue for this reason, it is really only an extension of a general problem which has already been
recognised. What makes it particularly interesting, however, is that the individual self-building household is very close in
spirit and in reality to the small scale producer which most closely approximates perfect competition.





















































































































































































































































































































































































































































































































