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A Study on the Factors Affecting Land Prices Caused by
the Development of Industrial Complex
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Abstract

Since officially assessed land price system was introduced, it has functioned as the criterion for
establishing and implementing real estate policies. However, there is a controversial issue about
the adequacy of the officially assessed land price system. The problem is that it is difficult to
establish a statistical model due to too many land characteristics. Also, local economy,
macroeconomic environments and development plans are not reflected in the land price
evaluation model.

Considering longitudinal and cross-sectional variables, a two-way error component panel
model was used in this study. This analysis model includes variables reflecting land characteristics,
macroeconomic volatility, and development project. The Paju LCD Industrial Complex was selected
as a analysis area and an empirical analysis was performed.

According to the analysis, the number of significant land characteristic variables were 14(31%)
under 5% significance level. Macroeconomic volatility has had an influence on the land price and
year variable reflecting development project has consistently been significant since the industrial
complex was designated. Therefore, this study suggests that the land price evaluation model
should be improved by simplifying land characteristic variables and including macroeconomic and
regional economic variables.

Keywords: Officially Assessed Land Price, Land Price, Standard Comparison Table of Land Price,
Spatial Correlation, The Determinants Factors of Land Price, Panel Analysis, Land Price
Evaluation Model.
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Table 1. Introduction to variables.

Category Variable groups Variables
Depgndent y OALP Officially Assessed Land Price(OALP) by standard lot
variable
o Characteristics | area(Z'), LGD distance(Z?), field(Z?), paddy(Z"), forest(Z?),
of the lot | house(Z"), factory(Z"), petrol station(Z*), warehouse(Z")
o Macroeconomic | Corporate bond(Z"), GDP(£?), CPI(E®), M2(E"), Economic growth rate(£?),
variables KOSPI(£°)
Y" | Year variables | 42001(2000)~2016(2015)
Planning management area( Y, Agriculture and forestry area( U?), Conservation
o Use district manag?ment Area( U*), Production management area( U*"), Production green
area( ), General industrial area(U®), Natural green area(U"), semi-industrial
area (U®)
A shopping area around national road(S"), A farming village area around local
. road(5%), A shopping area around local road (8%),
. | Surrounding 1 . 5 —
S environment A farm land area around local road(.5*), A hill area around local road (.5”), A residential
area(S°%), A farm land area(.S”), A residential and shopping area(.s®), A woods and
fields area($”), A farm land area around town(.S'"), A small factories(.5'")
A lot with one side facing a road of 25m or more(7%),
Independent A lot not on the road(7?), A lot on two or more sides of a road that is less than
variable 8 m and can pass by car(7"), A lot with one side facing the road of less than 8m
Road that can pass by car(7"), A lot with one side facing the road of less than 8m that
T accessibility cannot pass by car but a motorcycle passable( 7°), A lot with one side facing a road
of 8~12m and is more than one side of roads less than 12m that can pass by car
(7%, A lot with one side facing a road of 8~12m( 77, A lot with one side facing
a road of 12~25m and has more than one side of roads that are more than 8m(7*),
A lot with one side facing a road of 12~25m(7")
A lot with a large surface on the road or with wide side facing the road( GY, Alot
A shape of | in a shape that can not be shaped(G?), A trapezoid shape lot(G*), A triangle shape
the lot lot(G*), A lot with a narrow surface on the road or with narrow side facing the road
(G®), A square shape lot(G®)
o A lot of similar height to surrounding roads and terrain or with less slope than
surrounding roads and topography(G”)
A lie of A higher lot than the surrounding roads and terrain but with an inclination of 15
theland | degrees or less(G”)

A higher lot than the surrounding roads and terrain but with an inclination of 15
degrees or more(G®)
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Table 2. PaJu LCD cluster schedule.
Source: www.lgdisplay.com

Category Description

2003.7 | LCD cluster confirmation

2004. 3 | LCD 7 factory start

2006. 1 |LCD 7 factory mass production

2008. 4 |LCD 7 factory completion

2009. 3 | LCD 8 factory mass production

2010. 7 | LTPs mass production

2011. 3 | Nungsan subdivision cluster completion
2012. 6 |LCD 9 factory mass production

2014.12 | 8th generation OLED mass production
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Table 3. Mean and standard deviation for key variables.

Officially .

. Assessedland | Area . LGD Corporate cPL GDP Economic KOSPI M2
Variable Price. OALP m2) distance bond (%) (2010= (billion growth (1980=100) (trillion

’ (km) < 100) won) rate (%) - won)

(won)

Mean 129,247 3,864 3.93 8.1 81.85 868,201 5.156 1,193 1,034,945
S.Dev 174,061 19,669 151 481 20.11 428,856 3.469 552 649,507
Min 2,790 155 0 2.08 44,54 197,712 -5.5 406 130,599
Max 1,590,000 | 444,185 7.2 18.89 109.81 | 1,558,592 113 2,012 2,182,912
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Table 4. Integrated model result.

Variable Coef. Std. Err. z P>zl | Variable Coef. Std. Emr. z P>|z|

L’ -6131.45** 269238 | -2.28 0.023 £ 0.033*** 0.006 53 0.000

L 42271.65** | 10753.75 | 3.93 0.000 y2004 27948.46** 6631.436 421 0.000

LS 126806.60*** | 11815.18 | 10.73 0.000 y2005 90514.40*** 6791.252 | 1333 0.000

8 690256.90*** | 47182.84 | 14.63 0.000 y2006 120666.90*** | 7174.188 | 16.82 0.000

U 42949.23*** | 10755.23 | 3.99 0.000 y2007 135448.60*** | 7479.488 | 1811 0.000

Ut 109032.90** | 49414.80 | 2.21 0.027 y2008 140065.00*** | 8178.822 | 17.13 0.000

st 221806.00*** | 39607.63 | 5.60 0.000 y2009 131119.80*** | 8789.641 | 14.92 0.000

St 135924.40*** | 14556.77 | 9.34 0.000 y2010 130726.40*** | 9413.323 | 13.89 0.000

ST -21369.90** | 9536.27 | -2.24 0.025 y2011 133425.90*** | 9752.268 | 13.68 0.000

T 138278.60*** | 39810.08 | 3.47 0.001 y2012 133872.00*** | 10191.67 | 13.14 0.000

T 43029.10*** | 16519.08 | 2.60 0.009 y2013 134842.00*** | 10648.73 12.66 0.000

7 146784.40*** | 41153.55 | 3.57 0.000 y2014 131064.30*** | 1131272 | 11.59 0.000

7 196882.20*** | 26881.04 | 7.32 0.000 y2015 121973.00*** | 12266.64 9.94 0.000

G* -24535.06*** | 888443 | -2.76 0.006 y2016 122098.10*** | 12266.64 9.95 0.000

ey -29985.44*+* | 8766.78 | -3.42 0.001 _cons -12894.59 1453847 | -0.89 0.375

* p<10%, ** p<5%, *** p<1%.
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