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Land Prices and the Basket of
Local Public Goods

Ming-Shu Cheng* and Hsiang-Po Lin**

Abstract

The baskets of local public goods represent the quality of local living and residential
environment. The expenditure and physical inputs of the baskets will be capitalized
in local land prices. To find out the effect of the baskets on land prices, we choose all
358 jurisdictions in Taiwan as the study subject. The three expenditures on education,
transportation, and environmental protection and the land area of parks and greenery
consist of the basket and are used to do a clustered analysis on the jurisdictions which are
classified into 5 preference groups by that analysis. Jurisdictions in the same preference
groups have very similar baskets of local public goods. Then we use income, population
density, and preference groups as explanatory variables, and land prices as independent
variables, to build a regression model for the jurisdictions. The model shows that the
baskets of each preference group contribute significant positive effects on land prices. The

influence of the income level, and population density of jurisdictions are positive too.
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