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FIGURE 1. The concept of social sharing of land use conversion gains

Reference: Curve of land use revenue is following the cases study and survey by
author
in Taipei, Taiwan from 1986-1996.
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[ Contribution)

Issues on Social Sharing System of Land use Development
in Urban Planning of Taiwan

Chang Hsiao-Tung*

Forward

The purpose of the wrban planning social sharing system is to maintain
social fairness and to share land use development gains for the public. However, media always raised
many doubts on the methods and proportions of this system. This article is to clarify the main problems of t
he urban planning social sharing base of it making a comparison
with Japan's "Development Benefit Return" system and cases. The main purposes are:
1. To analyze related laws and characteristics of urban planning social sharing system in Taiwan,
2. To discuss main problems of this system and bring up improvement strategies.

Author had a short term’s research in the Department
of Architecture of Science University of Tokyo from Jan. to Feb. 1997. This paper was prepared to point
out system and problems of Taiwan, and
use this to compare with Japan’s system. During the period time in Japan, I like to thank with my best that
were so much advice and half by Prof. Shun-Ichi Watanabe (Science University of
Tokyo) and Mr.Toshikazu Suto (The Land Institute of Japan). Before I was leaving Taiwan, I
am greatly appreciate some people help me, specially Dr. Tsai Tien-Pei and my dissertation
advisor Prof. Lee Jui-Lin, without their encouraging and recommend my short tern's research

could not be come true.
1. Problems of levying land use development gains

Considering the announced land current value by government's calculation in the same city,
urban planning range is about 15 times of non-urban land in average. The other hand, commercial district
is about 2.1 times of residential district, and  residential  district is  about

1.7 times of the industrial district.! If a farmland at the fringe of city is changed to commercial

* Lecturer of China Institute of Technology & Commerce Dept.

of Building Engineering & Architecture ; Ph.D. Candidate,
in Graduate Institute of Urban Planning National Chung -Hsing University, Taiwan.

1 Chang Hsiao-Tung and Li Jui-Lin(1994), A Study on the Methods for Equalization of the Windfall Gain Due to Urban Land Use Change, Journal

of Urban Planning, no. 21:55-76.
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use, the land prices will go up around 50 times. However, landowner plotted for huge windfall gain
of land use conversion that caused social injustice in Taiwan.

To  maintain  social justice and to achieve the goal of development
gain to be shared by the public, the beneficiary should be levied and the loser
should be compensated by mean of levying land tax or implementing urban planning social
sharing system when land use is conversed to highly effective use.

There are two ways to share the urban planning development
gains one is by land taxes include land value tax and land value incremental tax the other
is urban planning ways such as land domination, infrastructure construction, and fee domination,
etc. As it evidenced by numerous land tax limitations that have been enacted, residents appear

increasingly unwilling to pay higher taxes to finance expansion. The problems are as follows:

(1) Problems of land value tax
1) The rate of land value tax is too low and can not constrain land hoard.

The land value tax is levied 1% bases on the announced land price that is proclaimed every 3
year by the government. On the other hand, the rate for self-occupant residence is only 0.2%. In Taiwan,
announced land price is generally only half times of the marketing price. A
comparative analysis on land price and the rate of land value tax in the word was conducted by Li Tui-
Lin(1995)2. He indicated that market price of US lands is around 0.9 times of it's GNP, while in Japan, it
is 6.9 times. However, in Taiwan it
is 11.1 times. According to market price, the actual tax rate is below 0.1% almost one tenth of other
countries'. It's irrationally too low. In addition, agricultural district and non-urban forestry are levied based
on farmland tax
when farmland taxes have stopped levying, landowner does not have to pay land tax. Thus, the speculation
in the land hoard can not be restrained for low tax rate.

2) The progressive taxation can not constrain land speculation.

The taxation of land value tax adopts progressive counting, from 1% to 5.5%, but it is not
applicable to industrial, mineral, and farmland use. Eighty-
five percent tax payers are applicable for the basic tax rate so that the structure of progressive taxation
is mnot realistic. Even though, the announced land price is adjusted to market price, or
increase levying vacant land tax, the speculator can still gain over eighty percent

appreciation profits after levied3. The progressive taxation is evident to prevent land speculation.

(2) Problems on land value incremental tax
Land value incremental tax is to levy the appreciation benefit of the land that bases on land
current value announced every year. When the transferal of land ownership, the increment will be levied

40% tax if the escalation range of the declared value does not reach one hundred percent. It will be levied

2 LiJui-Lin | 1995, Land Speculation Restraint by Increasing Land Cost,  United Daily News. Oct18,

3Chen Chi-wei, 1993,  How will be the ROC land value tax?,  Symposium on Land Value Tax System and Related Problems. 11 July 1997.
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50% tax if it is beyond one hundred percent and under two hundred percent, then be levied 60% tax if it
is beyond two hundred percent. Present system has following problems:
1) Tax base of the increment tax on land value does not refiect actual trading price.

Under the practice in assessing land value, the announced land current value is often accounted for
only 60-70% of the actual market price, thus, a large part of  the appreciation profit
can not be levied. Specially, landowner gains huge profit by means of conversing land
use, resulting form that the announced land current value can  not be adjusted
in time and the rational taxation can not be imposed.

2) Tax-free for the multiple transferal in a year and land speculation can not be restrained.

The announced land current value will be published in July every year. If the land is transferred
many times during this period, the sellers, except the firsi one, do not have io pay the increment tax
even they gain profits by transferal because of the announced land current value is not adjusted.

3) No increment tax for the land use is changed for development when land ownership
without  tramsferred.
If the ownership of Jland is not transferred when land wuse is conversed
and  development, no  increment tax will be levied. Thus, the function of

"increment value shared by the public" is hard to be realized.

(3) Impasse of amending tax laws in Taiwan
Land taxation can not effectively collect the tax on land appreciation profit
since  the land  tax  rate is  unreasonably low  so  that  the  speculation
can not be restrained. Therefor, the request for second land reform was appealed during the "Seminar
o ROC Land Problems" in 1990. The subjects about amend taxation to control land price and land
speculation. As a result, the issue still remains unchanged. This even
also forced former Financial Minister to step down his position.
As the amendment of the current land taxation faces impasse, the Government
can not help preparing by urban planning ways. To match with the related regulations, the development
gains will be effectively levied by means of the urban planning to let the beneficiary pay} adequate tax and

allow the sufferer receive enongh compensation.

2. Problems of urban planning social

In  addition, the Government drafted "Policy for Farmland Release" and
"Regulation  for  Combined Industrial and  Commercial  District  Establishment" in
1995 to cope with the potential reduction on farming scale after we join the organization of WTO
in the future. A total of one-sixty thousand hectares of land will be released for industrial,
commercial,residential,and recreation purposes. Furthermore, to improve the phenomenon that the idle
land in industrial districts, the Government also drafted "Specifications for Reviewing Conversion
of Urban Planning Industrial Districts,” and "Requirements for Reviewing Financial Plan and

construction Plan  of Supermarket" in 1994, which allow the idle industrial land


kunugi
長方形


could be converted to residential or commercial use. These regulations also attach with conditions of social

sharing for getting conversion permission.

Table 1: Regulation for wrban planning social sharing in Talwan

Items Conversion Ways Proportions Timing
gains appraisal
1. Todevelop |Decided by the Land |Impose 50%-60% [The highest When compensa-
wrban land |Value Appraisal of total impose proportion tion for the land
()Section land |Committee is 60% price is completed
imposition .
(2)Urban land |Decided by the Land |Building land to  o|The highest After readjustmen
readjustment |Value Appraisal ffset public facility |offset proportion t is completed
Commnittee land and construct- |of the land is 45% of |and
ion fee. all land area. land is allotted.
2. Converting Average announced | - To offer public |Fixed proportion: After
urban - land facilities' land. | - public facilities' ~ |completing permi-
industrial district |cyyrent value in the | - Tq donate land --20-27% ssion process and
to residential or {1,104t three years. buildi f total alteri ublic facilities
commercial uilding land of total altering area. [P »
district (It can be paid * building land do- before t!]e landuse
with  fund nation -- 10-30% conversion.
instead, based by of total altering area.
announced land
current value plus add
itional forty percent.)
3. Overall Fixed proportion To offer public facil{Fixed proportion : After the const-
review on and there are no ities and public facilities'  I|ruction
Taipei standard for infrastructure. and -- 15-35% is completed
Commercial appraisal. of total and before apply-
District altering area.(It ing for the land-

can be paid with floor |use permission.
area, parking space,
or fund instead).

4. Todevelop |Decided by negotiati [To offer land for |Tosetupa minimum|Afier develop-

industrial and |on public facilities .  (Standard. ment permission
commercial and there is no standa|To donate eco- Public facilities are at |and before con-
mixed-use 1rd for appraisal. logical least 28% of total  verting landuse.
district green land. area.

To donate fee. Ecological green land

is at least 30%

of total area.
Fee-minimum
(announced land current
value X building land) X

12%.
5.Farmland  |Decided by negoti- |[To offer land for |{To setup a minimum|It is regulated
use conversion  |ation public facilities.  |Standard. the responsible
and there is no stan- |To donate eco- Required proportions |administration
dard for appraisal.  |logical green land [For the public facility |organization
for isolated Land. At least 30%
green belt. ecological green belt.

(1) Regulation for Social Sharing System of Landuse Development Gains
Current  social  sharing system of landuse development gains is divided
into five categories: to develop urban land (section land imposition, and urban land readjustment),

converting urban industrial district to residential or commercial districl,
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overall review on Taipei commercial district, to develop industrial and commercial mixed-use district,
and farmland use conversion, All regulations were established
individually. The requirements of various social sharing systems are compiled in table 1.
(2) Characteristics of the urban planning social sharing system of landuse conversion gains
1) Because that is not appraisal standard om land development gains, thus, for
appraising landuse conversion gains is divided by the land value appraisal Committee. .
Except that the way of average proclaimed land value in the latest three years is used on
urban planning industrial district conversion.
2) Urban planning social sharing system is an attachment criterion
of the landuse conversion permission. The different ways are: a) to offer land for
constructing public facilities; b) to donate building land; c) to contribute land for ecological
conservation; d) to donate fee. It is hard to reach agreement
when negotiating the ways and proportions of social sharing.
3) The timing of making social sharing is set up before landuse conversion. It only can
measure the development gains from prediction, that causes often bring forth dispute because of
unfairness. Without the basis of development gains, it can only get agreement through negotiation and
would delay the time for permission. They also doubt abowt the timing of social
sharing return because of development gain does not come true at that time.
(3) Problems of urban planning social
1) The ways and proportions of social sharing of landuse development gains are too rigid that
cause social distribution injustices for various groups.
2) Because it lacks of the suitable way to appraisal standard on land development gains, thus, it
only can be used the fixed ways and proportions to share the conversion gains.
3) Without the identify time for measuring before and after conversion, it
can not be clarify the exactly conversion gains during the permission.

From the above analysis, we know that the main problems on social
sharing system of landuse conversion gains are: "the base time for measuring land Vfillle before and after
conversion." That is: (1) to specify the start year of the land value before conversion,
(2) to specify the time to end measurement of landuse gains after conversion, (3) to set the year of
conversion as the base year of social sharing of landuse conversion gains.

If landuse conversion gains can be measured with
identify time that the ways and proportions would be reasopable for the landuse conversion

gains can be measured. Meanwhile, the ways and proportions will distribute fairly on various groups.
3. Strategies on urban planning social sharing system

Concerning the landuse conversion gains, it will not reflect
until the announced land price is published several years later. If the timing before and after conversion
could be defined. Therefore, actual landuse conversion gains could be measured through the period

of time. Therefor, the problems of the social sharing system can be effectively solved.
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Retrospect in landuse development gain, Feng Shien-Mien
(1987y*  took the lead to  define the landuse  development  gains  based
on the process of time change. Afterward, many studies were done according to this concept. Pien Tai-
Ming (1990 and Chou Chia-yin (1994)% defined the time phases of land value rise based
on the succession theory, it is divided into four phases, including submitting the plan, drafting,
after permission, and implementing development. Shen Zong-chung and Wong Shih-hwa (1992)7
and Pan  Chien-min (1995)% explained and defined the "development gains" as:
“net profit deducting cost for improving environment and offering public facilities."

Based of their definientia, three strategies are listed for consideration:

(1) To define the base time of landuse conversion and to request for partial social sharing of
landuse development gains based on actual gains,

That time before and after landuse conversions relate withannounced land price are as figure 1.

Land
value

: } curve of
Urban planning " land use revenue

exactions |

Fl

A B Time
Land use converse Land use conversed
beginning and developed finish

FIGURE 1. The concept of social sharing of land use conversion gains

Reference: Curve of land use revenue is following the cases study and survey by author
in Taipei, Taiwan from 1986-1996.

As the Figure 1 shows, the land use revenue curve is Line EF. The land use revenue will
create huge gains after completing landuse conversion and development (at the steep

segment). The variation of the announced land price is Line CD.  The rise of the price has

4 Feng  Shien-mien, 1987, The essence  of equalizing land ownerships, Dissertation
of Land Policy Graduate Dept National Cheng Chi University.

5 pien Tai-Ming, 1990, Land value and urban environment, Journal of Taiwan land economics, 27(2):15 1-162.

6 Chou Chia-Yin. 1994 | Research on landuse conversion gains and social sharing mode in Taiwan
area, Master Degree essay of Land Policy Dept. , National Cheng Chi University.

" Shen Zong-chung and Wong Shih-hwa, 1992, Discussion on the evolution of the landuseand
analysis on rational distribution of residential space in the urban, Hwa Kang Journal.

8 pan Chien-Min, 1995, Clarification on concept of social sharing of landuse conversion gains and establishment of

counting mode, Master thesis of Architectural and Urban & Rural Graduate Dept, National Taiwan University.
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difference because of time factor. The actual landuse gains will not reflect before Point D. It
is defined that Line A is the time before conversion and Line B is the time after
conversion for development. The area CDEF is the gains created
after the landuse conversion for development so it should be levied based on urban planning social
sharing system. The area under Line CD should be levied based on land taxation to maintain
social fairness. The timing of making social sharing should be changed.

The timing of making social sharing should be adjusted to the time of completing development
so that actual landuse conversion gains can be measured. Thus, it is unlikely to bring forth defects such

as predicted value, which is unacceptable by media. Then, related persons can negotiate under rational basis.
Land use conversion gains
b
= z (Net profit of landuse — proclaimed land value)—cost for improving environment

a

—cost for offering public facilities
a: base time before conversion b: base time after conversion

(2) Flexible ways of making social sharing with equivalent commutation

If the timing of making social sharing is set at the time after conversion for development, then
media can clearly know loss or gain distribution to various groups and environmental impact. The ways of
making social sharing can be done with equivalent commutation instead in match with
other flexible ways such as contributing land, contributing floor area, offering social
service facilities, donating fee, elc. The most suitable sharing gain mode can be developed based

on regional requirement and social fairness.

(3) Social sharing under two-phase operation: first is pay fee in advance, then to refund for
any overpayment or to pay supplement for any deficiency.

The land is hardly to be  restored after it is developed, and it
also needs partial fund to improve environment during the initial phase of the development. The key point
is: social sharing return when development gains come true. What is the best
way to balance the forecast value unreasonably and social sharing?  Professor Tsai Tien-
Pie suggests "to pay fee in advance of development permission and then to refund for overpayment
or to pay supplement for deficiency after project is developed, so as to facilitate the implement

of the social sharing system."

4.

It is inevitable that unfair phenomenon will occur when converting landuse,
and the  beneficiaries gain  profits  through unfair means. Under ideal social

system, the landuse development gains should be shared by the society by means of levying taxes.

However, current land taxation system can not efficiently impose taxes on landuse development
gains. Thus, it has to be adjusted by social sharing system of Jlanduse development

gains of the urban planning,


kunugi
長方形


To improve this, we should take following strategies to permanently solve related problems:
(Dto  strengthen land taxationsystem, 1o raise land tax rate of land value tax, to impose taxes on vacan
t land, and to prevent speculation in low-cost land hoard, elc.
(2) To improve increment taxes on land value so as to eliminate the defect that the land was transferred for
many times but no tax was imposed. A temporary solution is to levy taxes based on social

sharing system of the urban planning.

Current main problems of Taiwan's social sharing system of landuse conversion
gains lic on: the base time for measuring the land value before and after comversion is unclear
so that the gains can nol measure, however, the developers also resist the social sharing way based

on the predicted gains before converting landuse. So it is easy to bring forth dispute.

The strategies for solving this defect are: (1) to define the base time before and after conversion
and to request for sqcial sharing based on actual landuse conversion gains. (2) to adopt flexible mode of
making social sharing with equivalent commutation and to levy taxes or to compensate based on
actual losses or gains. (3) to adopt the ways of social sharing under two phases, to pay partial amount
of fee and land in advance when the landuse is converted and then to refund for overpayment
or to pay supplement for deficiency after development. With these three improved

strategies, the dispute on the social sharing system should be able to be improved.
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