A Study of How to Repay a Part of Development

Gains from Public Development Projects to the
Region: With an Emphasis on Additional Profits from
Sale of Building Lots
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Abstract

A Study on the Regional Return of Additional Profit
from the Sale of Land for Housing Construction

Kim, Lee-Young2®)

In Goyang City, There are many government lead housing site development projects in Goyang
City. Most of housing supply policies by governments are based on large-scale housing site
development projects. Therefore, there are various issues related to large-scale development projects.
This study examined the additional profits generated from the housing site supply among various
issues, and found the problems caused in the process and then suggested policy implications.

This study proposed institutional improvement plan by analyzing case studies of returning
development gains to the region, estimating additional gains from public development projects in
Goyang City, and reviewing related laws. The study results are as follows. First, the results of
analyzing case studies for returning development gains to the region are as follows. D As an example
of the return of development gains to the region relevant statutory provisions, Myeongji International
New Town Development Project in Busan was an example. The development gains of this project were
reinvested in important local projects.2 There is an example which is returning development gains
to the region through a win-win agreement. Busan Metropolitan City, Namyangju City, and Goyang
City signed a business agreement and a cooperative system between LH and Goyanng City was
established for metropolitan transportation improvement plan related to various projects in Goyang
City. @ The case of Seoul’s pre-negotiation system in an example which is returning development

gains to the region in private sector. @ There were cases of returning project gains to the region
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by equity participation and reserving insufficient neighborhood parks in the old town far away from
the development site by using the combined development method.

Second, the results of estimating additional gains in the sale of housing sites are as follows. (D
The size of LH’s additional gains differed depending on the land sale method. In particular, there was
a large difference in the sale price according to competitive bidding and private contracts. @
Additional gains from the land sale by competitive bidding are transferred to the burden of consumers
and local governments. The final apartment sale price in housing sites supplied by competitive bidding
was 30% higher than that of housing sites sold under private contracts. Developers could maximize
additional gains in the process of selling housing sites and the higher price in housing sites has caused
an increase in housing sales prices. @ Additional gains from the sale of housing sites were transferred
to the burden of the final consumer. In other words, the additional gains from the sale of land is a
cost that consumers have to pay.

The policy implications based on the research results are as follows. First, an increase in gains
from the sale of land caused an increase in the burden on consumers and local governments in the
sale of housing sites. Therefore, countermeasures and appropriate repayment are needed to prevent
excessive gains caused from housing sites. Second, it is necessary to avoid the competitive bidding
method for supplying housing sites, and to improve the related system. Finally, additional gains
generated by the competitive bidding method should be returned to the region. This study estimated
additional gains generated in the housing site supply and analyzed the cases for returning development
gains to the region to solve the problems. In future studies, it will be necessary to understand the

problems in the entire project process and find comprehensive improvement measures.








