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Behavior of Local Government and Real Estate Development

—An empirical study of Shanghai

WAN Dong
(College of Economics and Management, Shanghai Maritime University, Shanghai 200135, China)

Abstract: The real estate development of local economic growth and tax increases, but significant contribution of high
prices may suppress the general public housing consumption, harming public welfare and hindering the government’s
public service function realization. Therefore, the government faces dilema of the economic development and
improvement of the people’s life, and the local government in different thinking will have different choices. The unit
root test using VAR model, the method of such econometric Shanghai real estate development thoughts are studied, and
the reasons behind the government behavior are analyzed. The results show that: Greater the impact of real estate on the
local economy, greater the need of the government’s support. When the real estate over-development does harm to
social welfare, the local government should take certain control measures.

Key words: local government behavior; real estate; VAR; unit root test
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