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Applying Kriging Estimation to Define Land
Value Districts
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Abstract

Factors influencing real estate value could be classified into three categories:
general, locational and property specific. As part of the public assessment process,
government agencies define land value districts based on properties with similar
prices and homogeneous locational factors. The delineation of these areas, however, is
very subjective and lacks theoretical support. This study proposes a new approach to
determining land value districts. We apply the Kriging estimation technique with GIS
to the residual property value, after accounting for general and property specific factors,
to define the boundary of these districts and incorporate them into the pricing model.
Empirical analyses demonstrate that applying the Kriging technique in the process
of delineating land value districts significantly improves the effectiveness of spatial

regression models.
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