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Abstract

Social Decision Making on Housing Policy and the
Public Choice Approach

Hyun—Jong Yoo

Housing policy in Korea features repeated regulation and reregulation, but social
learning does not occur. What is the reason for this policy failure? First, government
regulation is not founded on the behavior of economic actors, but just follows up on
transactions in the market with improvisational measures. Second, the information
institutions which enable social consensus have either not been established or do not
function well. This study applies public choice methodology to propose three
suggestions corresponding to the three stages of the behavior of the economic actors.
A competitive mechanism should be introduced in place of the monopolistic public
corporation to exploit the land to develop housing. The cost of construction should
be made public via a neutral agency audit and should guide the actor's behavior in
the realty market. The unjust windfall speculative profits should be returned through
taxation and dangerous speculative money flows should be self-regulated. In the long
run the government should preference-shaping policy to rethink the concept of

residence and to provide sufficient housing services.

{Key words: housing policy, government regulation, public choice, information,

institutions, competition]



