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Abstract

With the continuous development of social economy and urbanization, in-
creasing demand for housing, thus the real estate industry has developed ra-
pidly. As the limited housing supply can not meet too much housing demand,
forming the contradiction between excess demand and supply shortage, the
housing price in the real estate market is also gradually increasing. The rapid
development of the real estate market also leads to the emergence of some phe-
nomena. The soaring housing price has become a common phenomenon in the
real estate market. The rising housing price affects all aspects of social devel-
opment and has a significant impact on the life of members of society. From
the perspective of public economics, housing has the attribute of public goods,
and people lack of understanding of this attribute, coupled with some irregu-
larities in the market, which is not conducive to the development of China’s
real estate industry. Based on the perspective of public economics, the paper
analyzes the problems of the real estate market and puts forward corresponding
countermeasures.
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1. Introduction

In the process of China’s rapid social and economic development, the develop-
ment of real estate industry occupies a leading position, which affects the devel-

opment of other industries from all sides, and promoting the high-quality de-
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velopment of real estate industry plays an important role for the whole society.
China is a large population with a broad land area and society and economy has
also achieved rapid development. Housing is people’s basic living needs. The
development of the real estate industry has performed well and has walked out
of the development of the real estate industry with Chinese characteristics. To-
day, the real estate industry has become a relatively heavy part of the position in
China’s economic development, affecting China from finance, investment and oth-
er aspects. The development of the real estate industry has not only played a huge
role in promoting the growth of gross national product, promoted the urbaniza-
tion process, promoted the common development of all walks of life, but also im-
proved the people’s lives. However, the rapid development of the real estate in-
dustry also leads to some problems and deficiencies, which have a certain nega-
tive effect on the healthy and stable development of the industry. We should pay
attention to the existence of these problems, take measures to solve them as soon

as possible, to promote the high-quality development of the real estate industry.

2. Real Estate Industry from the Perspective of Public
Economics

With the rapid advancement of Chinese urbanization and the rapid development
of the real estate industry, the demand for housing increases, and housing has
gradually become an indispensable necessity in people’s daily life. From the pers-
pective of public economics, housing is a daily necessity with the property of pub-
lic goods. Public goods have non-competitive and beneficial non-exclusive cha-
racteristics, the marginal cost of providing goods and services to a given produc-
tion level is zero and no one can exclude the consumption of public goods be-
cause of their own consumption. [1] Public goods can be divided into pure pub-
lic goods and quasi-public goods. Pure public goods refers to everyone’s consump-
tion of this product and will not lead to reduced consumption of the product, is
non-competitive, non-exclusive and cannot be divided, while quasi-public goods
have limited noncompetitive or limited non-exclusive, and its nature is also be-
tween “public” and “private”. Housing is a special public good, and compared with
other public goods, although housing is not absolutely exclusive, and will not ap-
pear the obvious externality characteristics in the allocation of resources, hous-
ing is a basic necessity of life. Nowadays, more and more people regard housing
as an investable commodity, ignoring the public goods properties of housing. Due
to the rapid development speed of China’s real estate industry, the operation me-

chanism of the real estate market needs to be further improved.

3. Problems Existing in the Real Estate Industry
3.1. The Real Estate Market Supply Structure Is Unreasonable
The types of urban housing in China are mainly composed of commercial and

noncommercial housing. Non-commercial housing mainly includes low-rent hou-

sing and affordable housing. They are houses directly invested by the government
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or given certain preferential and subsidy policies, used to provide livable housing
or rental housing for low and middle-income groups, to meet the basic living se-
curity for this population. Commercial housing is all kinds of housing indepen-
dently developed by all kinds of real estate developers, mainly for consumers of
the middle and high-income classes. With the development of economic and so-
cial and the increase of population, residents’ demand for housing is expanding,
large city real estate developers are large, and high housing prices, low and me-
dium price, commercial housing and affordable housing supply, but small city pop-
ulation is not high, it is difficult to attract foreign housing demand, causing a large
number of commercial housing sales, forming inventory. On the one hand, the
house is vacant, but on the other hand, the people who really need housing to stop,
and the housing problem of the working class is difficult to solve, which sets ob-

stacles to the sustainable and healthy development of the housing factory indus-
try. [2]

3.2. Change in the Purpose of the Real Estate Market Demand

Nowadays, owning a house to live is people’s basic living needs, but with the de-
velopment of society and economy, people gradually change from having a house
to live to owning a house to invest. This transformation also promotes the rapid
development of China’s real estate industry to some extent. As China’s real estate
industry plays a very important role in China’s economic development, more and
more people recognize the investability and importance of housing. People regard
buying housing as a steady means of investment, leading to the increasing popu-
larity of the property investment boom and the rising prices of housing. The cha-
racteristics of real estate integrating consumer goods and investment property make
real estate developers and speculation classes focus on the pursuit of interests. In
order to make huge profits, real estate enterprises expect a new round of real es-
tate market to come, in order to wait for the price to rise, deliberately hoard in-
ventory, cover houses not to sell. Facing the high rate of return in the real estate
industry, the investment tendency to be developed for development makes the
high proportion of new homes vacant and speculation more common. As more
and more people regard buying housing as a way of investment, people increa-
singly ignore the essential attribute of housing to provide accommodation, and
the purpose of buying housing changes from meeting basic living needs to fixed

asset investment.

3.3. The Real Estate Market Development Is Not Sound

In recent years, the development of real estate industry has played an important
role in promoting the social economy. As China has not yet formed a perfect hou-
sing management system in law and system, some businesses speculate, raising
housing prices, operating the market and other phenomena occur from time to
time. As the main factor affecting the supply of real estate, its unique scarcity and

irreplaceable nature are destined to meet the market-oriented housing demand.
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The development of the real estate industry is closely related to the land man-
agement. When carrying out housing construction projects, a lot of land needs to
be used, and the effective use of the land also needs to rely on the development
of real estate. However, for the actual situation of the development of China’s real
estate industry in China, there is a great contradiction between land demand and
the supply of land. The contradiction between the two is precisely caused by the
unsound development of China’s real estate market, which is an urgent problem
to be solved in the current development of China’s real estate industry. [3] In the
later stage of the development of the real estate industry, the government should
pay more attention to high-quality development and regulate the bad phenome-

na in the real estate market.

4, Solutions

4.1. Adjust the Supply Structure of the Real Estate Market

The real estate industry plays a very important role in the development of social
economy, and promoting the high-quality development of the real estate indus-
try is conducive to the high-quality development of social economy. The reasona-
ble supply structure of the real estate market should match the supply speed, con-
struction time sequence and population urbanization process of commercial hous-
ing. The government should take certain measures to adjust the supply structure
of the real estate market according to the changes in the real estate market. When
vigorously developing the real estate market, the government should speed up the
improvement of supporting services for public facilities such as education, med-
ical care, leisure and entertainment, so that the development of urban support-
ing functions matches the development of housing opening. [4] Under a reasona-
ble real estate market supply structure, real estate developers should optimize the
residential product structure and apartment structure to meet people’s different
types of housing needs. In addition, real estate developers should also increase the
innovation of residential products, from only providing living space to providing
a high quality of life, and promote the integration of housing and health care, tour-

ism and leisure, community services.

4.2. Stabilize the Market Demand of the Real Estate Industry

The Chinese government is taking effective measures to macro-control the real
estate industry to promote the rationality of housing prices and the healthy and
stable development of the real estate industry. At the present stage, China is vi-
gorously promoting the provision of affordable housing, urban renewal and up-
grading of existing housing, and the renovation of old urban residential areas.
Having a house to live is people’s basic living needs. Housing is used to live ra-
ther than for people to invest and make profit. The government adopts effective
measures to control the upsurge of “property speculation”, fully implement the
long-term management and control mechanism to stabilize land prices, housing

prices and expectations, and promote the high-quality development of the real
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estate market. [5] The government has gradually strengthened the regulation and
management of housing prices, so that housing prices can return reasonably, and
more people can have houses to live in. Reasonable housing prices make residents’
demand for housing more stable, and promote the healthy and stable development

of China’s real estate industry.

4.3. Improve the Development of the Real Estate Market

As a complete industry system, a real estate industry should improve the legal ba-
sis of relevant regulations on real estate management, establish a systematic, com-
plete form and scientific laws and regulations system, and enhance the coordina-
tion of real estate legislation with other legal provisions. First, the establishment
of a diversified real estate financial system is necessary to promote the sound de-
velopment of the real estate market, so that investors in the real estate market can
enter and leave in an orderly and controlled manner, and strictly control the qual-
ity of investment. For example, real estate investment funds can be established,
which can reduce investors with idle funds and effectively control the speculation
system. [6] Secondly, the government can appropriately increase the supply of land
for housing construction projects, prompting a greatly increase the supply of hou-
sing. When the housing supply is sufficient, the competition between the real es-
tate developers will reduce the cost of building houses, in order to reduce the hou-
sing prices. Finally, the sound development of the real estate market is insepara-
ble from the macro-control of the government. It should not only regulate the or-
der of the real estate market, but also stimulate the vitality of the real estate market

and promote its stable and healthy development.

5. Summary

The development of the real estate industry is of great significance for promot-
ing the development of China’s social economy, but in the rapid development of
the problems of the real estate industry. We should fully understand the public
goods of the property of housing, so that more people can have a house to live,
to meet people’s basic living needs. The high-quality development of the real es-
tate industry is related to people’s lives. The government should take effective
measures to carry out macro-control to achieve the healthy and stable develop-
ment of the real estate industry. The property of public products is the basic prop-
erty of housing. Analyze the problems of the real estate industry from the pers-
pective of public economics, combined with the current actual situation, put for-
ward effective solutions, which is conducive to promoting the high-quality devel-
opment of the real estate industry. This paper only analyzes the problems exist-
ing in the real estate industry from the perspective of public economy, and the
development of this industry affects all aspects of social and economic develop-
ment. The subsequent research should study the real estate industry from multi-
perspectives and put forward its own suggestions to promote the sustainable and

healthy development of the real estate industry.
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