COST G9 WG 3 Ljubljana, March 2004

M. Ceh: Calculating cost of transaction

PROPOSAL FOR PRACTICAL/RESERCH APROACH TO CALCULATING COST 

OF REAL ESTATE TRANSACTION

A. Define whose problem we try to solve; which point of view is in our focus:

· Buyer and seller  – individuals not in RE buissines 

· RE Developer

· Public view (System of accounting)

· State Systems 

· Land Registration system (LReg, LCad)

· Taxation system

· Municipality and its services

· Land Registration system (LReg, LCad)

· Taxation system

B. Requirements for this reserch problem solving:

First iteration – simplify, next iterations evolve if available resources

1. Define an prototype object of transaction 

Fix the land use (vacant urban land+planned for detached housing, no infrasturcutre on the plot)

Fix the value – market price in absolute terms (EURO).

Limit the possibilites of  involved process with transparent excluding.

2. Take into account time span of tasks involved + 

delays on performing tasks (approved by law and those excesive)

Set the cost of »loosing« time (oportunity cost)  trough 

bank credit insurance cost and bank lateness interest rates.

3. Introduce only simple calculation methods, no statistics.
4. Define the actors (persons, systems, eqipment) in the processes and their cost rates.

C. Modelling approach proposed: 

network planning, time graphs,

project management tools (planning, tracking)


simple cost accounting (fixed cost, work standard rate, per use cost)


legaly approved - worst cases,

D. Collect data for simple buy-sell transation of predefined object and calculate total cost: 

Bild the time graph of tasks involved in transaction and link tasks on time line

Assign actors to the tasks 

Assign costs to actors, tools and materials used for performing tasks

Calculate total cost

Repeat for various countries

E. Compare total cost of transaction of the »prototype object« of the countries involved in the sample.

Analyse and find indicators of efficienty of (legaly defined procedures) profesional and governmental contributions to transactions to the RE transactions and various country/systems.
Start comparing the process compontents to find which step/cost of the process produces the biggest overhead. Who is involved? What is a proposal to enhace the system if not efficient system?

