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Abstract

Studies have showed that public goods have the characteristics with externalities,
and externalities of certain public goods will diminish as distance from the locations
of those public goods increases. But, few researches in the literature have focused on
distance-decay of externalities. Urban parks are public goods with external benefit.
The external benefit of urban parks has no real market, so we cannot obtain the result
directly. However, we know external benefit of urban parks can be capitalized in the
housing price as an attribute of houses. Based on this characteristic, this study applies
hedonic price theory to set up the hedonic price function of houses in Taichung city,
and uses it to estimate a distance-decay function of external benefit of parks in

Taichung city.

The Results show that if the hedonic price function of houses in Taichung city is
specified as log-log function, then as distance to the closest park increases, the
external benefit of park will decrease. It reveals that the external benefit of urban park,

indeed, has limited spatial extent and is localized.

Keywords: externalities, distance-decay, hedonic price method
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