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Abstract: This paper estimates the effect of a loca-
tion-based price subsidy of utilities and property taxes 
on the housing market in Bogotá, Colombia. In Bogotá, 
neighborhood blocks are divided into 6 subsidy codes 
using arbitrary cutoffs on a block quality score. I use the 
discontinuity introduced by the cutoffs in a Regression 
Discontinuity Design to study the effect of the subsidy 
onon the housing market. I find that blocks receiving a 
higher subsidy have newer houses - implying more con-
struction in such areas. I also find a capitalization of the 
subsidy into housing prices: properties in areas receiving 
a small subsidy are cheaper than those receiving a bigger 
subsidy. These results suggest that a careful evaluation of 
location-based subsidies’ incidence needs to consider 
potential capitalization into the housing market and 
other unintended effects such as new construction or 
renovations.
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