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Introduction

The writer of the book teaches urban and regional economics in USA. He worked with local governments as well as university-based research centers. In this book, he mainly aims to analyze the town planning and urban economic development. Here, Hong Kong is used as a case study, to show the relationship between them.

This book explains the contractual basis of the Hong Kong urban and land planning system, and how it encourages growth by protecting private property rights and ensuring economic markets work smoothly and efficiently. It includes a critical assessment of the recommendations proposed by the Hong Kong Government in its Comprehensive Review of the Town Planning Ordinance.

The book is divided into 8 chapters

chapter 1 - Planning Rules and Economic Growth: An Overview

Chapter 2 - Town Planning and Economic Growth

Chapter 3 - Local Planning and Economic Development

Chapter 4 - Economic Development and Land Use

Chapter 5 - Town Planning in Hong Kong

Chapter 6 - Costs of Delays in Development

Chapter 7 - Compensation, Betterment, and the Regulatory Impact of Planning Decisions

Chapter 8 - Conclusions

Content

The writer raised many points to against the reforms of government in 1992 in the proposal in the Comprehensive Review of the Town Planning Ordinance. It is because the reforms are suggested to be economically disruptive as they increase uncertainty in property markets, weaken the contractual nature of land development, and provide more opportunities for planners and the general public to delay development.

In the writer's point of view, imposing such a non-market order on development through planning have resulted in significant resource dislocations within urban economies, reducing their flexibility and competitiveness, according to his experience of studying major countries like the UK and USA. Historically, the ability of Hong Kong entrepreneurs to adjust their resources to fit the changing needs of the historical markets have given them an advantage in the global market place. However, under the government reforms, the automatic adjustment mechanism that has allowed Hong Kong to achieve startling improvements in its standard of living and quality of life is constrained.

In fact, by the experiences of other countries, attempts to promote efficient land development will be disappointing because planning is fundamentally incapable of harnessing the information necessary to coordinate complex decisions over land use and resource allocation. Smoothly functioning markets are more capable of ensuring privately and socially beneficial land use allocation.

While the proposed system aims to shorten the delays during the development application process through statutory guidelines and limitations, the experience of other countries suggests that delays will be much greater than the statutory time limit to the expectations of the public officials. Thus, at a minimum, developers can expect delays of between 3-12 months. The proposals of government fail to provide guidelines concerning the appropriateness of objections or which parties are permitted to raise objections.

According to him, the most disruptive thing in the reform is introducing a random component in the land development process. The delays will be difficult to calculate since the developers will be unable to predict the response by the public or local planners to proposed developments. The new system also represents a significant departure from the old system of development control and land-use regulation, adopting more comprehensive planning rules similar to those found in advanced industrialized countries. Some developers think that the new regulations may represent a shift in philosophy among government officials to a more interventionist role. Developers will also likely tolerate non-statutory delays to the plan application process since they will want to preserve a cordial working relationship with the existing planning authority. All these, can leads to uncertainty.

Inside the reforms, the planning certificate may pose more serious challenges to the efficiency of the planning system. While thios certificate allows planners to exercise more control over private markets, it achieves this by overriding market induced allocations of land-use based on the price mechanism. This will surely compromise the ability of property markets to respond effectively and efficiently to changing consumer preferences through changes in prices. Thus, flexibility will be compromised in order to provide a more efficient mechanism for planners to move toward their proposed end-state.

The experiences of other countries, particularly USA and UK, suggest that more development control will have limited success in improving the general quality of life of Hong Kong residents. In the United States, extensive planning controls have contributed to inflationary pressures in housing markets. Moreover, development plans have been ineffective in guiding property development toward a visionary end-state. In UK, attempts to comprehensively plan cities and municipalities have tended to create long delays and a complicated system of negotiation. The system has distorted prices in property markets and discouraged new development, contributing to inflationary pressures. Both planning systems have contributed to polarizing the land development process.
The potential impact of delays in land development is then analyzed using Hong Kong as a case. If development were delayed for one year, added costs per project on Hong Kong Island could range from HK$241 million for a 500,000 square foot commercial office building to HK$603 million for a million square foot office building, depending on the prevailing interest rates. If all new office space added on Hong Kong Island in 1991 were subject to a one year delay, the added costs for financing new developments would exceed HK$1 billion. A one year delay could add between HK$480 per square foot to HK$630 per square foot to the cost of commercial development, depending on the prevailing interest rates. Similarly, a one year delay in the construction of new residential units could add HK$1.1 billion to the cost of developing a 5 million square foot residential estate. Overall, the added cost to the residential construction could vary from HK$250 per square foot to HK$300 per square foot, depending on prevailing interest rates.
The Hong Kong case also provides a unique opportunity to study the regulatory burden of planning on land development. Changing plot-ratios in the Mid-levels, for example, could have imposed an economic burden of HK$28 billion in lower property values by reducing the developable residential floor area by 38%. Planners imposed significant costs on industrial developers in Tseun Wan by reducing plot-ratios, although precise estimates of the burden imposed by land-uyse restrictions were unavailable. Nevertheless, the analysis of the Mid-levels case study revealed that the regulatory burden imposed by the Comprehensive Review could be significantly more than simply delays in development.

Other weaknesses of the planning is its failure to recognize property rights which are essential for ensuring economic development, and the key issue of compensation and betterment were inadequately addressed in the Comprehensive Review. An increase in discretionary regulatory powers in the land development process without a parallel commitment to making compensation for the economic impact of adverse decisions will compromise the stability and certainty in property markets.

The uncertainties induced into the planning process will eventually reduce the values of leases, which is a major source of revenue for the government, and actual delays in the development process could easily generate losses in general rates, profit taxes, and stamp studies.
Conclusion

According to the book, there are a few recommendations to minimize the disruption of property markets and maintain the stability and efficiency of the existing planning process:

1. Design a development application process that avoids unnecessary delays by implementing a system where plan applications are automatically approved unless the Town Planning Board rejects the application.

2. Clearly define the scope and interest of objections to planning applications by limiting objections to parties directly affected by the proposed development and ‘’bad neighbours’’.

3. Limit objections to the plan making process.

4. Adopt a system of compensation that preserves the contractual nature of property development in Hong Kong, anchored to a clear recognition of property rights and the economic costs imposed by regulation.

5. Subject planning decisions to an economic impact analysis to ensure the full impact of planning and regulatory decisions are revealed before reforms to the system are adopted.

6. Eliminate the planning certificate procedure to avoid unnecessary delays in the plan application process.

