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Spatial Heterogeneity in Premium of Local Public Goods in House

Price: A Case Study of Chengdu

Abstract: There have been many scholars’ research indicating that local public goods such as
education and green spaces are significant capitalized into house price around them, and this
premium of local public goods has a critical influence on the spatial difference of house price
within cities. Further theoretical studies show that the premium of some local public goods has
spatial heterogeneity character, and will be higher in some area where residents” demand intensity
is higher and housing supply is constraint. Based on the transaction data of newly built
commercial housing projects from 2006 to 2011, this article first examines the premium effect of
local public goods and its heterogeneity employing GWR model, we find that premium of key
primary schools and parks are significant and heterogeneity does exit. Based on that, we analysis
the influence mechanism of demand intensity and housing supply on the heterogeneity in premium
of two kinds of public goods, using instrumental variable method to overcome the endogenous
problem. Results show that the influence of demand intensity and housing supply constraints on
heterogeneity conforms to the theoretical expectation.
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