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The Structure of Local Public Finance and the Quality of Life

Joseph Gyourko and Joseph Tracy

Abstract

Differences in local fiscal conditions generate compensating differentials across local land and labor
markets just as we have long known amenities to do. Thus the fiscal climate affects the quality of life across
metropolitan areas. We present new results showing that intercity fiscal differentials are nearly as
important as amenity differentials in determining the quality of life across urban areas. The paper also
investigates the sensitivity of the quality-of-life rankings with respect to assumptions about the nature of
the marginal entrant. We estimate a random effects model to account for city-specific error components in
the housing and wage regressions. Those results indicate that the standard errors of previous OLS-based
quality-of-life rankings have been biased downward substantially. More encompassing data on city traits as
well as superior controls for worker and housing quality are needed to increase the precision of quality-of-
life estimates.

Download PDF

c

& | THE UNIVERSITY OF CHICAGO PRESS JOURNALS

The University of Chicago Press Books

Chicago Distribution Center


https://www.journals.uchicago.edu/
https://www.journals.uchicago.edu/journal/jpe
https://www.journals.uchicago.edu/toc/jpe/1991/99/4
https://www.journals.uchicago.edu/doi/10.1086/261777
https://www.journals.uchicago.edu/doi/10.1086/261779
https://www.journals.uchicago.edu/doi/pdf/10.1086/261778?download=true
https://www.journals.uchicago.edu/doi/epdf/10.1086/261778
https://www.journals.uchicago.edu/doi/epdfplus/10.1086/261778
https://press.uchicago.edu/
http://www.press.uchicago.edu/cdc.html
https://www.journals.uchicago.edu/
https://subfill.uchicago.edu/JournalPubs/UCPSSO/SSOLogin.aspx?returnurl=https%3A%2F%2Fwww.journals.uchicago.edu%2Fdoi%2Fabs%2F10.1086%2F261778
https://www.journals.uchicago.edu/action/showCart?FlowID=1

The University of Chicago

Accessibility

Open access at Chicago
Permissions
Statement of Publication Ethics

Diversity and Inclusion at the University of Chicago

Contact us
Terms and Conditions
Privacy Notice

Media and advertising requests

€1 X ¥

© 2025 The University of Chicago and other publishing
partners. All rights reserved, including rights for text and
data mining and training of artificial intelligence
technologies or similar technologies.



https://www.journals.uchicago.edu/open
https://www.journals.uchicago.edu/inst/perm-reprints
https://www.journals.uchicago.edu/publication-ethics-statement
https://diversityandinclusion.uchicago.edu/
https://www.journals.uchicago.edu/contact
https://www.journals.uchicago.edu/t-and-c
http://www.press.uchicago.edu/press/privacy.html
https://www.journals.uchicago.edu/advertising
https://www.facebook.com/UChicagoJournals
https://twitter.com/ChicagoJournals
https://bsky.app/profile/chicagojournals.bsky.social
https://www.uchicago.edu/
https://www.journals.uchicago.edu/accessibility

