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Desire for land revenue stifles good planning
Nearly 10 years ago, the government started to encourage property developers to construct greener residential buildings with features like balconies that improve quality of life. In some jurisdictions, the authorities might just rewrite the building code to make such features compulsory. The Hong Kong way, however, was to offer developers something in return for particular features: concessions on gross floor area (GFA) – in other words, the right to build bigger buildings without paying the government more for the lease on the land.
One result was some very big residential developments. The Council for Sustainable Development, of which I am chairman, reviewed the issue and several months ago recommended caps in GFA concessions, among other measures.
In response to our invitation for views, the Real Estate Developers Association (REDA) commissioned independent consultants, including the think tank Civic Exchange, to write a paper on quality and sustainable development. It pointed out, fairly, that we were focusing on specifics like future building size and not the bigger picture.
REDA, representing an unpopular industry, has its own agenda. However, its report is a useful reminder of serious questions about overall land use and planning, including on subjects such as poor air quality, overdevelopment and the “heat island” effect.
The REDA paper considers new approaches to older, built-up areas. Examples include turning old structures into open park space, pedestrianisation and the re-use and retrofitting of existing buildings for greater sustainability. The value of existing urban areas could rise significantly as living space, and as a source of tax revenue, via rates.
This brings us to the government’s policy of maximising land revenue. Under my council’s recommendations, the government would accept lower revenues from land in return for a more sustainable and higher-quality built environment. Yet as the REDA report points out, officials have not “developed or rationalised” a new approach to this.
Many people see the property scene in Hong Kong as a struggle between greedy developers and exploited consumers. However, there is a third party in the equation, and that of course is the ultimate owner of all the land in Hong Kong: the government.
Where land and planning are concerned, our government is an independent player in its own right. It has interests that sometimes conflict with those of the wider community – and that includes developers and homebuyers.
We all know the reasons for this. Thanks to a system dating back to colonial times, the government relies on land leases for much of its revenue. This has encouraged an attitude among officials that land is too precious to share, at least generously, with the population. Supposedly “good” fiscal policy squeezes out good planning policy.
We have a situation where, potentially, the government is competing with the community and economy it should be serving. In most places, the authorities impose building controls on developers to ensure sustainable and quality housing. Here in Hong Kong, the REDA report says, it is almost the other way round: “One could reasonably argue that mandates [controls] are needed to protect the broader public interest against the government’s hunger for land revenues.”
Compared with normal taxes, income from land sales and premiums is substantial and easy to raise. But this is the biggest barrier to sustainable buildings and planning.
We cannot ignore this problem any longer. Both developers and residents want a greener built environment. Hong Kong needs it. Does the government?
