ANP Model for the Best Housing Alternative
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Overview:
The goal of this ANP Model is to decide which housing alternative presents the most benefits and opportunities and the least cost and risk.  The alternatives associated with our “Housing Decision” Goal are 1.) Buy a House, 2.) Rent an Apartment and 3.) Live with Parents.  All three options are quite viable for peers of our age group and thus we thought this subject was applicable.
Assumptions:

1.  “Buy a House” means that you will solely be responsible for the entire mortgage payment and all expenses associated with home-ownership.
2.  “Rent an Apartment” means that you will be responsible to pay the rent and any utilities outlined in the lease.

3.  “Live with Parents” means that you will be spoiled and living with your parents free of charge.
BOCR Analysis and Networks
The following tables include the BOCR factors.  We have further broken them down to include Social and Economic for each of the categories.  For each of Benefits, Opportunities, Costs, and Risks, we feel that the economic aspect of the category outweighs the social aspect, thus it received a higher ranking.
Economic Benefits

	Item
	Description

	Payment
	The monthly payment that is made in exchange for living arrangements; Rent, Mortgage, or Nothing

	Maintenance
	The level of required maintenance.  It includes areas such as yardwork, exterior repairs, or interior cleaning and repairs

	Personal accomplishment
	The feeling of self worth that one gets while owning their own home.  Living at home with your parents (especially at the age of 25+ isn’t viewed as a positive thing).

	Disposable income
	The level of remaining disposable income that is available after the housing payment (rent or mortgage) has been made.

	Quality of life
	The overall quality of life relating to each housing decision.  Living with your parents may have a negative impact on your quality of life.

	Equity
	Economic benefits associated with building personal equity.  Owning a house builds personal equity while the other two choices result in sunk payments.

	Taxes
	There are benefits that can be associated with tax breaks for homeowners.  Mortgage expenses can be written off.
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Economic Opportunities
	Item
	Description

	Rent-to-Buy
	An option to purchase a property that you have been renting after a certain time period expires.  At that point, your previous rental payments turn from rent to equity.

	Homebuyer’s credit
	Government tax breaks given to first-time home owners.

	Investment opportunities
	There are many investment opportunities associated with owning property.  They include investing in a house, potential subletting options, a rent-to-own clause, and etc. Property appreciation and capital gains exclusions also provide investment opportunities. Lastly, equity loans to allow writing off of credit debt can be considered.

	Equity
	Opportunity to build personal equity while owning a home.  Mortgage payments will lead to equity which can further pulled out if necessary in the form of a 2nd mortgage or home equity line of credit. 

	Taxes
	Opportunity for tax write-offs is prevalent for homeowners.

	Savings
	Ability to build a savings account that can result in a better financial situation in the future.  If you live with your parents, you are likely to have a lot less expenses and thus more money available to contribute to a savings account.
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Economic Costs
	Item
	Description

	Scalable
	The more people that share the rent and utilities per apartment, the cheaper the expense is per individual.

	Commitment
	Once a mortgage or lease is signed, it is expected that the commitments will be upheld on a month-to-month basis.

	Equity
	Loss of equity occurs when a person chooses to rent.  Monthly mortgage payments increase equity and can be taken out of the property in the form of 2nd mortgages or home equity loans.

	Insurance
	Different types of insurance policies must be considered.  If owning a home, homeowner’s insurance is required by banks.  If renting, a renter’s policy is not required but is preferred in the case of unexpected activity.  This can further contribute to expenses.

	Taxes
	Property tax considerations come into play for homeowners.  Taxes are due and can be included in the escrow portion of the monthly mortgage payment.  There can be economic benefits as  interest can be deducted on individual’s taxes.

	Utilities
	Utilities will need to be maintained.  If the house is owned, the homeowner will be responsible for all utilities. If a person is renting, they may only be subject to certain utilities as determined by the rental lease.  These typically include only Gas and Electric.  A person living at home would not have any responsibility for utilities as this cost is absorbed by the parents.
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Economic Risks
	Item
	Description

	Property values
	Fluctuations in property values and economic recessions present a risk for homeowners.

	Foreclosure
	Failure to pay the mortgage can result in foreclosure of the property.

	Repairs
	The risk of costly, unforeseen repairs is prevalent especially with homeownership.  This should include water/sewage line repair for rental properties too.

	Liability
	Risk associated with legal aspects of owning the property such as someone falling on your sidewalk.  This relates to insurance considerations in the cost category

	Time-line
	Your time horizon for this property choice.  Did you purchase your home for a long term commitment?  Are you only renting until after you finish school?

	Inflation
	Buying a house with a fixed mortgage does not have a problem with inflation, but rent rises every year with inflation.  It is possible that landlords could pass on this increase to their tenants.
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Social Benefits
	Item
	Description

	Entertainment
	The ability to be able to entertain at your residence by having people over.  Will your parents allow people over?  Does your roommate mind?

	Yard / Storage
	The area that is available for leisurely activities and outdoor storage.  This space typically is bigger for homeowners than it is for renters.

	Family Assistance
	Those amazing meals that are prepared by mommy that just cannot be replicated by yourself—no matter how hard you try.  Also, having laundry done every day by your parents.

	Camaraderie
	Friendships gained from the surrounding neighbors or roommates.

	Quality of Life
	Overall social benefits pertaining to quality of life which can include personal space and freedom to live your life as you see fit.
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Social Opportunities

	Item
	Description

	Commute time
	The amount of time that it takes to get to work or school.  You may be able to control this time if you are able to choose the location of your home.  This is possible with homeowernship and renting but not with living at home.

	Decoration
	Ability to decorate the property as you see fit; specifically the exterior.  If you rent, there may be stipulations in the lease that prohibit this.  Also, your parents may not want this to occur at their residence.

	Garage/parking
	Availability of parking and garage space.  This tends to be greater for homeowners.

	Surroundings
	Proximity to local areas of interest and the ability to choose a location near those interests.

	Entertainment
	Opportunity for entertainment, for example hosting a party or building a swimming pool.
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Social Costs

	Item
	Description

	Respect/Embarrassment
	The level of embarrassment that your living arrangement causes you particularly while living at home.  Your friends may look at this as not cool.

	Independence
	The freedom to do as you choose in your own home.  This freedom may be restricted by your parents or roommate.

	Reliance
	How much reliance you have on someone else, i.e. your parents or landlord to do your laundry or repair your toilet.

	Quality of Life
	Costs associated with the level of your quality of life.  Do you have to clean the house and have less time to be socially interactive?
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Social Risks

	Item
	Description

	Privacy
	The lack of privacy that can be attributed to living arrangements by both parents and roommates.  Do you have to share a bathroom with three other roommates?

	Family
	Risk associated with family members having access to your bedroom and other common areas.  Does your mom read your journal?

	Neighborhood
	The type of neighborhood that is associated with your home.  Did you choose to move into a quiet area?  Do you parents live right off of the main street?

	Conflict
	Conflicts arising from others that could potentially share your housing arrangements.  Whose turn is it to do the dishes?

	Eviction
	If renting a property, there is always risk of being evicted from that property.  This also includes your parents tossing you out on the street for drinking all their beer if you live at home.

	Quality of Life
	Risks associated with your quality of life.  Living at home could significantly reduce your quality of life in a social sense.
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Ratings Model
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The ratings in the Benefits branch are relative to the living at home alternative.  This alternative would result in high financial benefits, low perception from peers, low self-satisfaction, and high convenience.  The Opportunities branch ratings are relative to the buying a house alternative. Financial opportunities are considered medium, while perception and self-satisfaction are considered high.  Convenience is considered to be medium.  The Costs branch ratings are relative to buying a house and are considered to have a high financial cost, a low perception cost, a low self-satisfaction cost, and a medium convenience cost.   The Risks branch ratings were relative to the buying a house alternative and determined to have high financial risks, low perception risks, low self-satisfaction risks, and low convenience risks..
Priorities
The priorities that are based off of the ratings appear as follows:
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The Ratings results indicate that Self-Satisfaction is placed highest on the list of priorities.  Next comes Financial followed by Perception and then Convenience.

Findings

Once the hierarchy was created and analyzed to determine the necessary criteria, we were able to determine that each of the clusters were equally important.  The determining factor in creating this model was the use of the node comparisons.  The pair wise comparisons allowed for all of the criteria to be measured against each other to determine the importance of each category.  It is also important to note, that for each of the Benefits, Opportunities, Costs, and Risks, the Economic criteria were deemed to be more important than the Social criteria.
Synthesis

The following two synthesis results indicate that Live at Home receives the highest priority in both the short-term and the long-term and thus reflects the most viable option based on our criteria and ranking.

The long-term (additive formula) results showed that the living at home and buying a house alternatives are near equivalent.
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The short-term (multiplicative formula) results favored the living at home alternative significantly.
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Sensitivity

A sensitivity analysis was performed for the main BOCR nodes to get a clear understanding of how the priorities for the alternatives change as the BOCR priority levels change.

Benefits
The living at home alternative is chosen throughout the priority range for the Benefits node except when its priority value is approximately less than 19.5%.  The Benefits priority value was determined to be 23.49 through the ratings procedure.
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Opportunities

The living at home alternative is chosen when the Opportunities priority is less than approximately 39.4% while the buying a house alternative is chosen otherwise.  The Opportunities priority value was determined to be 36.33% through the ratings procedure.
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Costs

The living at home alternative is determined to have the lowest costs priorities throughout the Costs criteria except when the priority is less than roughly 14.7%.  The Costs priority value was determined to be 20.66% through the ratings procedure.
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Risks

The living at home alternative is determined to have the highest risks priorities throughout the Risks criteria except when the priority is less than roughly 16.3%.  The Risks priority value was determined to be 19.51% through the ratings procedure.
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