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Abstract:

The purpose of this study is to analyze the social and economic determinants of housing price dynamics in Shiraz over the past two decades.
This research employed a descriptive—analytical design with an applied orientation. Annual time-series data for 2001-2022 were collected
from official sources including the Central Bank of Iran, the Statistical Center of Iran, and the Housing and Urban Development Office of
Fars Province. Variables included urbanization rate, rent index, per capita income, housing bank credits, housing tax, unemployment rate,
gross national product, government expenditures on housing, construction input price index, and building permits. Data were analyzed using
unit root tests, multiple regression, and error correction models. The results indicated that rent prices, per capita income, and urbanization
rate had the strongest positive and significant effects on housing prices. In contrast, gross national product and government expenditures in
housing showed significant negative impacts. The construction input index also exhibited a strong positive effect. The overall model
demonstrated high explanatory power, accounting for more than 85 percent of housing price variations. The error correction model further
revealed that demand-side variables play a more decisive role in both short- and long-term dynamics compared with supply-side factors. The
findings suggest that effective housing policy requires simultaneous management of demand-side pressures, control of rent prices,
strengthening household purchasing power, and reform of inefficient supply policies. Incorporating construction costs and sustainability
considerations is also essential to improve housing quality and ensure long-term affordability.
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Extended Abstract

Introduction

Housing has always been more than a shelter; it is a multidimensional commodity with social, economic, cultural, and
environmental implications. Scholars have consistently highlighted the dual nature of housing as both a consumption good and
an investment asset (3, 4). This duality has placed housing at the center of household decisions and has made it a powerful
driver of wealth accumulation and intergenerational transfer (9, 35). In contexts such as Iran, housing prices have been highly

sensitive to macroeconomic fluctuations, demographic changes, and policy interventions (21, 31).
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Economic factors, particularly income, liquidity, and credit accessibility, play an important role in housing price dynamics.
Evidence from both oil-exporting and non-oil economies reveals that liquidity expansion and rising bank deposits directly
affect speculative demand for housing and escalate prices (22, 23). In addition, oil shocks have historically been a major
determinant of housing inflation in Iran (21). These results align with the broader literature, which points out that financial
markets, mortgage availability, and credit systems deeply influence housing affordability and demand (18, 19).

Social dimensions of housing are equally critical. Homeownership has been shown to improve social capital and
neighborhood cohesion, providing stability and opportunities for children (10, 11). Conversely, the rise of housing costs often
disrupts family formation, marriage decisions, and fertility choices (7, 28). Studies in Europe and North America have
demonstrated that increases in housing prices can delay household formation, accelerate partnership dissolution, and contribute
to lower fertility rates (8, 13, 29). In Iran, rising housing costs have similarly been linked with higher divorce rates and reduced
family stability (5).

At the policy level, governments worldwide have introduced interventions to enhance housing affordability for low- and
middle-income households. Federal housing programs in the United States have sought to address structural inequalities,
though their effectiveness has been mixed (17). In Iran, projects such as the Mehr Housing Scheme were launched to expand
supply, but concerns remain about infrastructure quality and alignment with household needs (20). In China, the transformation
of public housing into private assets contributed significantly to household wealth creation (2), while in European contexts,
homeownership regimes have been directly connected with welfare outcomes and fertility (12, 16).

In addition to social and economic drivers, environmental and technological considerations are becoming increasingly
relevant. The rising cost of energy and sustainability concerns are shaping housing design and construction. Studies emphasize
that adopting sustainable building materials and energy-efficient configurations can mitigate household costs and support long-
term housing affordability (25-27). In this light, housing is not just an economic asset but also a platform for environmental
adaptation and technological innovation.

Given this context, the present study investigates the social and economic determinants of housing prices in Shiraz, Iran. By
employing a comprehensive econometric approach to more than two decades of data, the study aims to identify the key variables
shaping housing price dynamics. The importance of this analysis lies in its potential to inform evidence-based policies that
enhance affordability, address social inequalities, and ensure the sustainability of the housing market.

Methods and Materials

This study adopted a descriptive—analytical design with an applied orientation. The research population consisted of
macroeconomic and social data related to the housing sector in Shiraz from 2001 to 2022. Data were obtained from official
sources, including the Central Bank of Iran, the Statistical Center of Iran, and the Housing and Urban Development Office of
Fars Province.

Three major instruments were used for data collection. First, annual time-series data on variables such as urbanization rate,
rental price index, per capita income, housing bank credits, housing tax, unemployment rate, gross national product,
government expenditures in the housing sector, construction input price index, and number of issued building permits were
collected. Second, policy documents and housing sector reports from ministries and municipal authorities were reviewed to
capture social and institutional contexts. Third, a literature review was conducted to develop the theoretical framework and

benchmark the results against international studies.
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For data analysis, econometric techniques were applied using multiple regression models and error correction frameworks.
Unit root tests, including the Augmented Dickey—Fuller (ADF) test, were conducted to ensure stationarity. The EViews and
SPSS software packages were used to perform calculations, estimate coefficients, and evaluate model fit.

Findings

Descriptive statistics indicated that average housing prices over the study period amounted to 120 units (price index), with
a maximum of 150 units. Urbanization averaged 72 percent, reflecting the strong urban migration trend in Shiraz. Per capita
income had a mean of 210 units with significant fluctuations, while the construction input price index averaged 140 units.

Correlation analysis revealed strong positive relationships between housing prices, rent prices, and per capita income. The
highest correlation was observed between housing prices and rent prices (0.88), followed by per capita income (0.79).
Conversely, building permits and government expenditures in housing showed weak or even negative correlations with housing
prices.

Unit root tests confirmed the stationarity of all variables, validating their use in regression modeling. Regression results
demonstrated that rent prices, per capita income, and urbanization rate had the strongest positive and statistically significant
impacts on housing prices. In contrast, gross national product and government expenditures in housing exhibited negative
coefficients, suggesting a dampening effect on housing price inflation.

The overall model displayed strong explanatory power, with an adjusted R2 of 0.85, accounting for more than 85 percent of
the variance in housing prices. The error correction model further revealed that demand-side variables exert stronger influences
in both the short and long term, while supply-side factors had weaker or inconsistent effects.

Ranking analysis underscored rent prices, per capita income, and urbanization as the top three determinants of housing
prices. Meanwhile, policy-related variables such as government spending and building permits ranked lower in significance,
highlighting the limited effectiveness of traditional supply-side interventions.

Discussion and Conclusion

The study highlights that housing prices in Shiraz are predominantly driven by demand-side variables such as rent prices,
household income, and urbanization pressures. These findings underscore the centrality of affordability and demographic shifts
in shaping housing market outcomes. Supply-side interventions, while important, appear insufficient in addressing the
underlying demand pressures when implemented without complementary measures.

The observed negative relationship between government expenditures and housing prices points to inefficiencies in policy
implementation. Programs designed to increase supply have not effectively alleviated housing affordability challenges due to
poor infrastructure, inadequate service provision, and weak alignment with household needs. The findings align with global
evidence that poorly designed housing interventions can exacerbate inequalities and distort market outcomes.

The importance of construction input costs also emerged as a notable finding. Rising material prices amplify housing
inflation, particularly in economies like Iran’s, where exchange rate fluctuations directly affect construction expenses.
Addressing such structural vulnerabilities requires broader economic reforms beyond the housing sector itself.

From a social perspective, the study emphasizes the interconnectedness of housing markets with family formation, stability,
and demographic outcomes. Rising housing prices may delay marriage, discourage fertility, and contribute to social
stratification. These broader implications highlight the need to conceptualize housing policy as part of a holistic social and

economic development agenda.
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In conclusion, the study provides robust evidence that addressing housing affordability in Shiraz requires a balanced
approach that simultaneously manages demand and supply-side factors, incorporates sustainability considerations, and

prioritizes the alignment of housing policies with broader social objectives.
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