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Assessing the Benefits of Flood Alleviation in Keelung River Basin

—Hedonic Price Approach—
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Abstract

This research is a part of the 2-year group
research project entitled “Cost-Benefit Analysis
and Assessing the Benefits of Flood Alleviation
in Keelung River Basin”. The purposes of this
research aim at assessing the benefits of flood
alleviation in Keelung River Basin by using the
hedonic price approach (HPA). The basic idea of
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employing HPA rooted from the hypothesis that
the damages of flood hazard will capitalize in
property values. The severer the flood damage
(or the higher the flood risk) is > the lower the
property value is observed, given other factors
unchanged. Thus, by observing the relationship
between the variations of the property values and
the flood experiences in forms of frequency,
depth, duration, and preferably the probability of
flooding, one can estimate the benefits of
flooding alleviation. The first effort of this study
is placed on examining the effects of flood
hazard on the rental rates of housings. The family
income and expenditure survey data (compiled
by DGBAAS) together with flood experience and
other related data are employed to estimate an
Box-Cox hedonic price equation and calculate
the elasticity of housing rent with respect to flood
alleviation. The major findings include: (1) there
exists an identifiable relationship between
housing rents and flood hazards; and the housing
rent is significantly affected by flood probability
over space; (2) the housing rent drops 0.249% as
the probability of flooding increases by 1 % .
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