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Research about the relationship between the supply of public service and

housing values in the context of fiscal expenditure bias

From the perspective of optimization of public goods supply

HAN Zheng-long, WANG Hong-wei

(School of Public Economics and Management, Shanghai University of Finance and Econmics, Shanghai 200433, China)

Abstract: Aln order to provide relevant evidence for the applicability of the capitalization about the public goods theory in
China , this paper uses the housing market data from 1998 to 2012 in 30 provinces to analyze the impact of the supply of pub-
lic services on housing values with Hedonic model from the perspective of optimizing the structure of public goods supply. Em-
pirical studies show that the supply of pulic services like education, health, social security has a negative effect on the housing
value when other variables remain the same. This is not consistent with the traditional theory of public goods capitalization,
probably because of the selective supply of public products by the local government, which is contradictory with the diversified
public preference for public goods. Finally, this paper suggests that the government should pay more attention to optimizing the
structure of public goods while emphasizing the scale of public goods supply, so as to realize the maintanence and appreciation
of the housing wealth and ensure social stability and harmony.

Key words: fiscal expenditure bias; public service; housing prices
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