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A Study on Empirical Analysis of the Canceled Public Works District
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Abstract

We show that designation of public works project district caused the financial loss in the land
price after the designation has been canceled and then investigate the financial loss by using
the quantifying methodology. We analyze the appraisal and assessment price of the land
located in the canceled public works project district and their neighboring lands by using the
Hedonic price model based upon a premise that financial loss is resulted from decline of land
price. Our analysis shows that similar to official land price, the price of appraisal and assessment
increases when certain area is designated as a public works project district. It may be resulted
from the expectation of benefit that public works project will bring in the future. However, our
study shows that since the increased land price is a bubble price which will eventually collapse
and applying empirical analysis can be limited in investigating financial loss resulted from the
cancellation of the designation of the district. The reason is that after the public works project
is canceled, the official land price shows consistent decrease and the recognition on the
possibility of cancellation of the district has no significant co-relation with the land price. The
result of our study demonstrates that analyzing the financial loss from the designation of the
public works project district is limited due to the increased price and our study suggests the
theoretical basis for the exclusion of increased land price when the compensation for the land
designated as a public works project has been undertaken. We believe that further case studies
on the price of designated districts will be required by applying the diverse methodologies.
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Table 1. Comparison of Expectation hypothesis

Adaptive

Classification Expectation

Rational Expectation

applying of all
information

Expectation
process

applying of
historic data

revising after
repetitive trial and
error

instant revising after
once trial and error

Expectation
revise

sustained
expectation of

considering present

Expectation tendency of demand

price rising by historic | and supply, historic
rising trend rising trend
. . investment by only
Imaginary investment by lower than market
demand historic shift .
price
price rising —
Market  |imaginary demand| reaching of market
structure — price rising : equilibrium price
vicious cycle
Market price| bubble price market equilibrium

price

source : Choi&Lee&Choi(2004)
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Table 2. Status of Canceled Public Work

Area

Clas.sn‘l Project (1,000 Dgte of |Date of Term
-cation type ) designatedicanceled
Ansan national 88
Singil rental 70 | 06518 |15.04.03 e;ars
Oncheon | housing Y
Hwasung |housing site 1326 | 061214 |12.05.02 54
Jangan |development years
Goyang |housing site 63
Poongdon| develop | 964 | 07.03.28 |13.08.08| "
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g2 -ment
Kwang .
_myeong | PYPNC 117367| 100526 [15.0424] 48
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Siheung
Hanam | public 1, 761 101230 150630+
Gambook| housing years
housing site
Incheon |~ 1 elop | 6940 | 100514 [13.05.10] 22
Gumdan2 years
-ment
Pusan housing site 7
develop |4,909 | 07.06.21 |14.07.09
Gangseo —ment years

source : Ministry of Land, Infrastructure and Transport
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118 | r=2EA 2, H523 3% (2017)

QK| T=1, QIX| £=0
before recognizing=1,
after recognizing=0

recognize of

Canceled dummy

474 Rl we
EREEAEE!
A ) - 91 4

AFAH o
YEAZAE 71FOR Fo] 4T
119l on, sA7Fs 914 ol
£ AREATFAZA B 1 AT A2
o tiek Asrol A48 20109 ol & ARIAT
7 Ao ERHCRE BN D A
o %A HF 5 AFFIAIL APl
o3k 91x]7} o] Folzlttar wheke]E 2011 19 1

Q APE AFoR St

SRR

>

=]
24

A=

iy

5
o] TR 1n5x]u}7u Hge
A 0.604% LFERSTE
SEx ] Fghke 177301 FEARE
Hghe 1.2160]1 FFAAE=
0.16645 Holal vt tigEA S| Hat WA
1,155.82m'0) 3L FFHA= 916.172, 7HAEZ o))
Aele] e 476.32mo) 1L FEAAR=E 439.567m
2 Uit} Al ko] ArlE 11,289.00me) 3, 3
2469.29mE Holi T}

HEE Wl o] &S EX|7F 72527
(33.86%), EA17F 1,416 2](66.14%), 434 o4
= 4el8o] 1082 4](5.04%), Hidd-80] 2,0332
21(94.96%), B 2 w78 & o] 2,00484](93.6%),
&o] 1378 %(6.4%) % JeFITE A AM =

11.855

FRAE

=]



S sHH X2

9] 1,15024(53.71%), A= 9918 #](46.29%) =
T/E o] e, AFAA o= A Wik 692
2)(3.22%), X7+ 917} 2,072221(96.78%), 347V
4 AAGRADAAF= A Aol 1,7502 4]
(81.74%), 1A 347D 39184](18.26%) S H.o]aL
At.

S5 |84

Table 5. Summary Statistics of the Variables

contlvnuous Min Max Mean Std. Dev.
variable
Inunit 10681 | 13737 | 11855 604
land price
zoning 1.00 311 1.773 531
contact
. 1.0 19 1216 .1664
with road
area 33 3,986 1,155.82 916.172
distance
from 2 1985 | 47632 | 439.567
Arterial
roads
distance
from 5971 16658 11289.00 | 2469.290
city hall
. . frequency| nominal | frequency
nominal variable %) variable %)
0 1416 0 2004
(66.14) | land (93.60)
land use
1 725 | form 1 137
(33.86) (6.40)
0 2033 0 1150
commer (94.96) | slope (53.71)
-cial 1 108 |of land 1 991
(5.04) (46.29)
0 2072 | recog-| o | 1750
designated (96.78) | nize of (81.74)
district 1 69 cancele 1 391
3.22) d (18.26)

total observations : 2,141
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Table 6. Regression Results
Variable B B | t-Stat. |P-value| VIF
Constant | 10.211 108.00
zoning 224 197 | 11412 .000** | 1.333
land use | 485 380 |20.972| .000** | 1.472
commerciall .365 132 | 8322 | .000** | 1.130
contact | 1037 | 286 |15.823 | 000 | 1462
with road
land form| -103 | -.042 |-2.631|.009** | 1.124
slope of | 15 | 012 | 813 | 416 | 1057
land
area .00004 | .062 | 4.104 |.000** | 1.035
distance of
Arterial .000 -123 | -7.307 | .000** | 1.274
roads
distance ofl 0001 | 062 |-3.883 | 000* | 1149
city hall
designated) 33 | 163 | 3.884 | 000 | 1.380
district
recognize
of .001 .001 .057 954 | 1.064
Canceled
adj. R? 523
Durbin-
1.
Watson 3
F 214.400
sig. .000**

Note: * : within statistical significance level 5%,
**within statistical significance level 1%
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