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Abstract: Since the early 2010s, sub-divided flats have been proliferating in Hong Kong—one of the
world’s most compact and expensive cities to live in. The growth of informal housing in the city has
long been attributed to the shortage of housing supply. Apart from developing new land for housing,
one possible approach to deal with the land supply constraint is to speed up the redevelopment of old
buildings in the city centre in order to maximise the land use potential. Yet, this approach brings about
many socio-economic issues that drive up the transaction costs for its implementation. To get around
the hurdles of urban redevelopment, a land management technique called land readjustment (LR) has
been recommended, but its use has never been institutionalised in the city. Using declassified archival
documents and maps, this article argues that LR was already implemented—albeit informally—in
Hong Kong during the 1960s-70s within the Kowloon Walled City. With the historical experience of
the City of Darkness, the aim of this article is to shed light on the in situ resettlement of original site
residents—very much at the heart of land readjustment—as a means to bring down the transaction
costs of deep urban redevelopment.

Keywords: land readjustment; redevelopment; urban renewal; informal housing; informality;
housing supply

1. Introduction

Hong Kong has been one of the most unaffordable cities in terms of house prices for
almost the past two decades [1]. Over the twenty-year period between 2002 and 2021,
house rent in the private rental sector increased by 115% [2]. The housing crisis in the city
has become one of the most pressing issues of urban governance, leading to some other
social problems [3,4]. On several occasions, key officials of China’s central government
expressed their concerns about Hong Kong’s housing issues [5,6]. The housing problem
has been ascribed to the structural imbalance between the housing supply and demand in
the city [7,8]. The housing supply has remained irresponsive to the increasing demand for
many years [9]. In fact, the new housing supply-to-stock ratio has been very low—less than
2% from 2009 to 2017 [9]. Moreover, the limited land supply for housing contributes to the
intensification of development density [10], which in turn contributes further to soaring
prices and rentals of living spaces in the metropolis. Although demand-side measures
(e.g., special stamp duty, buyer’s stamp duty, and tightening mortgage terms) have been
introduced by the Hong Kong government to stabilise the property market, supply-side
measures (such as increasing the production of affordable housing) are still critical to
tackling the housing crisis.

Nonetheless, the proliferation of the subdivided units (SDUs) since the early 2010s has
demonstrated the increasing unaffordability of housing in the city [11,12]. SDUs generally
refer to “individual living quarters having been subdivided into two or more smaller units
for rental” [13] (p. 5). According to a reported survey [13], as early as 2013, 66,900 SDUs in
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Original flat plan

the territory housed around 171,300 persons. Almost half of the respondents in the survey
indicated high rental cost—second only to the proximity to work/study venues—as one of
the main reasons for choosing to live in SDUs [13]. SDUs are notorious for their sub-human
living and hygiene conditions. The majority of the units are within the range of 70 to
139 square feet (which is equivalent to about half the area of a parking space), but some
were even smaller [13] (see Figure 1). In less than a decade, the number of SDUs jumped to
around 101,000 in 2020 [14].
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Figure 1. Schematic diagram of an SDU in contrast to the original flat layout.

Having received from Beijing an ultimatum to remove the infamous subdivided flats
by 2049, the Hong Kong government is trying different means to resettle residents from
these “cage” houses to better housing conditions. Nevertheless, the crux of it all is primarily
a lack of feasible land supply. In order to increase the land supply for housing development,
options such as redeveloping brownfields, tapping private agricultural and recreational
land, and near-shore reclamation, among others, have been explored and discussed within
the community [15]. Historically, the government resorts to reclamation to avoid costly
private property issues associated with land assembly [16], but this in itself brings along
resistance from an environmental protection angle. Unlike cases abroad, where they are
mostly vacant, brownfields in Hong Kong are still economically active, which may pose
high transaction costs for the state to draw on [17].

Another option is to resort to maximising the under-utilised land resources in the
city’s urban centres through redevelopment. Urban renewal in a high-density city such as
Hong Kong is considered inevitable for sustainable urban redevelopment and land use [18].
However, urban renewal, as commonly practised in Hong Kong, is dominantly driven by
economic factors [19], which also leads to conflicts among stakeholders, especially with the
original residents [18]. The displacement of the original residents during redevelopment
poses no small hindrance to a smooth and equitable outcome in such programmes. To
facilitate the redevelopment (getting around the problems such as forced relocation or
displacement), land readjustment (LR) offers some hope in rejuvenating the pockets of
under-utilised urban buildings. In fact, LR was extensively studied during the last review
of the urban renewal strategy in Hong Kong [20] but it was not incorporated in the updated
strategy. Aside from the developer-led LR project—the redevelopment of the Lai Sing
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Building—completed in 2009 [21], LR seems to be not used in the high-density city of Hong
Kong. Using declassified archival colonial documents and old maps, this article aims to
demonstrate that the practice of LR has already been applied in Hong Kong much earlier,
during the 1960s and 1970s, within the Kowloon Walled City (KWC). With its peculiar
politico-historical background, the KWC became “one of history’s great anomalies” [22] —a
den of illegal activities that neither the colonial nor the then-present mainland government
could effectively control. Fascinatingly, this “anomalous” KWC had an informal real
estate market at its peak in the 1960s and 1970s [23,24]. In fact, the developers were so
entrepreneurial that in 1972, the KWC had around 259 buildings higher than three storeys
(see the City District Office Report of 1972). Furthermore, the KWC had an informal registry
for property transactions facilitated by the Kaifong Welfare Promotion Association acting
as a witness [23].

The aim of this research was to find historical evidence that LR has already been im-
plemented in Hong Kong and to recommend how it can be better applied, mutatis mutandis,
to address the city’s current housing supply crisis. In this article, we intend to trace some
mechanisms and elements of LR found in the KWC at that time as documented in the de-
classified colonial government reports. As many cases of LR are normally backed up by the
formal government (see examples in the works of De Souza et al. and Pradhan [25,26]), this
historical account provides a good example of one in a context where a formal government
barely exists. Moreover, policy recommendations would be made on how LR may be more
effectively employed in an extremely compact city such as Hong Kong. The rest of the
article is organised as follows: The second section of this article provides an overview of
LR as a land management technique. It is then followed by an elucidation of the KWC case.
Then, we discuss the LR mechanism in terms of our three hypotheses. In the last section,
the article is concluded with some recommendations drawn from the historical experience.

2. Land Readjustment: A Brief Overview

LR is a development tool wherein landowners turn over their land parcels in a tran-
sitory manner to a developer, local authority, or association in order to redevelop the
parcels into a place with greater value or development potential. Among the benefits of
this technique are to improve the quality of the site in a more equitable and economical
way and, at the same time, recover the costs and share the gains from the increase in land
value with the landowners [27]. LR has a long history. The literature records its use in
Europe (e.g., Germany, Netherlands, and Turkey) in the late 19th century [28,29]. Some of
the earlier examples of LR include Japan [30,31], Bangkok [32], Perth [33], Seoul [34,35],
Kaoshiong [35], Malaysia [36], and other places.

In the old days, LR was mainly used for rural land consolidation or the rebuilding
of post-disaster cities. Later on, its potential for developing old city-centre settlement
areas was explored [37,38]. By preserving the social capital and ownership rights of the
original inhabitants, LR may lessen social resistance to many inner-city urban renewals,
especially among residents in old city centre districts [39]. Even in a recession, LR may
be a useful tool in regenerating “hardcore” brownfields by promoting land assembly and
increasing its value through infrastructure [40]. In a manner of speaking, it is one of the
least interventionist among the value capture tools in land redevelopment [41].

Figure 2 shows a schematic of an urban LR project before and after the readjustment.
The original property owners pool their properties into a development scheme. After
readjustment, some of the dedicated properties serve as a “reserve space” or “reserve floor”.
The reserve floor or space will be sold to some other people so that the sale proceeds can
be used for financing the redevelopment project (including costs incurred in the planning,
administration, and construction) and the provision of communal green space, amenities,
and utilities. Sometimes, the sale proceeds will also be used to cover the costs of the
temporary rehousing of the affected owners/occupiers during the readjustment process.
Some land may also be reserved for leasing purposes (such as building a shopping mall)
so as to generate income for the long-term management and operation of the communal
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facilities. After deducting the properties dedicated for all these purposes, the remaining
properties after redevelopment are redistributed to the contributing property owners in
proportion to either the areas or the values of their original properties [42].

exchange

Floors for Green
original owners spaces/
amenities

After

Figure 2. Schematic of a hypothetical LR project in an urban setting.

Some LR projects are led and even decreed by the public authority [26,39]. In other
cases, a non-profit urban planning firm can be commissioned to create the development
plan for the LR project and/or administrate the project, such as what has been applied in
the Indian city of Bhuj [43]. Private property owners may also initiate the LR [44]. In many
cases, the private developers or builders may also be the ones initiating the LR, such as in
the case in Mongolia [45] and in our case in Hong Kong, which will be shown later in this
article. It is worth mentioning that LR does not always need formal land /property titles.
For example, the proponents of a successful LR project in Huambo, Angola used the de
facto land boundaries occupied by the informal settlers as the basis of their contribution to
implementing the project [46].

However, not all LR projects are successful; there are also failure stories, such as one
in Turkey due to disputes regarding the allocation calculation rules, a lack of competent
technical personnel, and low-quality cadastral [47]. Aside from these, a low degree of
landowner participation due to some political, social, and financing concerns also drives
up the transaction costs for LR implementation [48]. Table 1 lists some possible advantages
LR can contribute to urban redevelopment projects. They are categorised according to the
criteria used for evaluating institutional process outcomes [49].

Table 1. Some potential benefits of LR application in urban renewal.

Category

Benefit

Fairness

" Distributes development gain and cost more equitably among the owners according to their pre-set agreement.

. More options to finance a redevelopment project, e.g., land share reduction to finance community services.

Efficiency

Faster implementation compared to traditional urban renewal projects, e.g., hopefully fewer chances of
lawsuits, as owners are involved early on.

" More efficient and cheaper methods (lower transaction costs) of assembling the properties of different owners
than collecting them all into a single ownership.
. If an ownership association is formed, it may be a suitable partner for negotiating with the local authority.

" Often gives better and greener plans, as a new structure can be established regardless of old boundaries.

Social

" Gives the owners more involvement in pushing their interests and resources.

. More likely to preserve the existing social capital as previous owners stay in the same location

Adapted from various sources [21,35,37,39,42].

In Hong Kong, one landmark LR project was the redevelopment of the Lai Sing
Building in Tai Hang [21]. What differentiates this project from other redevelopment
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schemes was the low initial costs for the developer and the in situ reallocations of the
original owners of the old building in the new development. In remunerating the original
owners who participated in the LR project, the developer followed a flat-for-flat model,
wherein a specific flat owner in the old building is given the same flat on the same floor of
the new and taller building after redevelopment [21].

3. Materials and Methods

This study drew from a piece of archival research. Despite its obvious limitations, this
method seemed to be the most feasible for this study’s purpose. One significant reason is
that the KWC has been demolished for almost thirty years now and is currently a public
park. Moreover, the former residents of the KWC have been dispersed for the last three
decades. Fortunately, the colonial government records on the site are still mostly intact,
which made archival work the most direct way to obtain information about that time.
Formerly confidential (but now open) government reports stored in the Hong Kong Public
Records Office were employed as the main materials for the investigation. This office holds
records dating back to as early as the mid-1800s. At the beginning of the search, the key-
words “Kowloon Walled City” and “Kowloon City” were used. One of the dossiers found
is entitled “Development of Buildings: Kowloon Walled City (HKRS 396-1-4).” It includes,
among other documents, exchanges of memos between the City District Office (Kowloon
City) and the Secretary for Security regarding the buildings built or being built, which
were deemed to exceed the Airport Height Clearance in 1973-1975. The dossier covers
site reports and surveys conducted by the police officers in the vicinity. Another dossier
entitled “Kowloon Walled City: Implementation of Ad Hoc Committee Reports (HKRS
163-9-233)” contains “a short study of multi-storey buildings in and around the Walled
City”, dated 7 November 1972, describing the situation of these structures, and giving a
historical overview of the said phenomenon. Although the archival information mentioned
above was not originally meant to be exactly about LR, it fortunately fits our purpose.
With proper adaptation, these non-tailor-made data are useful to make valid inferences
to answer our research questions in a more feasible and less costly manner [50,51]. These
reports are dated from the 1970s, which coincides with the time when the development of
multi-storey buildings was on the rise. When studying LR, records on the redevelopment
of the KWC are needed and providentially available in the records.

Furthermore, police investigation reports were also used to tabulate the changes in
the number of building floors over some months in 1975. These figures give an appraisal
of how active the real estate redevelopment was during the year. Lastly, old maps and
aerial photos available from the Lands Department’s Survey and Mapping Office were also
inspected to supplement the accounts described in the archives.

4. Case of the Kowloon Walled City

After the First Opium war, the place now known as the KWC was reinforced with walls
as a Chinese fort in the Kowloon peninsula to protect the then-San On County from possible
British incursion [52]. Presently, it is a Chinese Jiangnan-style garden park containing the
old Yamen building and archaeological remnants of the fortress” old south gate. When
the colonial government leased the land now called the New Territories in 1898 in the
Convention of Peking, the agreement contained a caveat that the land inside the fort (and
the pier near it) is to remain under Chinese jurisdiction [22]. Being physically in the middle
of the then British colony of Hong Kong gave the colonial government many political and
juridical worries. After World War II, this was further aggravated by the increase in the
population of the colony, including informal settlers inside the boundaries of the, by then,
“wall-stripped” KWC. From this situation, the concrete block of multi-storey buildings
arose “interstitially” [53], which is the focus of our study. Figure 3 is a simplified timeline
of the history of the KWC.
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Figure 3. Simplified timeline of the KWC’s history.

Given its unique juridical status, the colonial government found it difficult to manage
the KWC, but the Chinese government also did not play an active role in governing it [22,54].
Illegal activities from drugs to unregistered dentists filled the premises of the KWC [54].
The population of the KWC swelled, with around 33,000 living on a 2.6-hectare piece of
land at some point [55].

As described above, those formerly confidential government reports used in this study
are not strictly a study of the land redevelopment in the KWC but more about monitoring
the building height limits, police intelligence, and pre-demolition studies. Interestingly, the
reports show some glimpse of many redevelopment schemes amid the illegal—Dbetter still,
“non-legal”—status of the built environment. In order to systematically determine if the
KWC experienced some form of LR, we had to find the evidence to debunk the following
null hypotheses below. These null hypotheses were formulated as such because refuting
each of them determined the minimum requirement to establish the existence of LR in the
situation of our case study.

Hypothesis 1. There was no ownership rights system in KWC. This is fundamental because
it is impossible to define a scheme as LR without any initial form of a functioning property rights
system, no matter how rudimentary (e.g., the case of Angola [46]). Given the popular reputation
of the KWC as a lawless place, many may easily assume that a form of ownership system was
non-existent there.

Hypothesis 2. Original landowners were evicted to other places. Essential to LR is some
form or at least a choice of in situ rehousing for the original owners. Without this feature, it might
be difficult to rule in the existence of LR. The KWC was viewed as a den of illegal activities, so it
may not have been far from the popular perception that landowners were evicted by powerful triads.

Hypothesis 3. There is no evidence of an increase in the value of the property after redevel-
opment. What drives the successful implementation of LR in many instances is the windfall after
the redevelopment project. If no added value is observed in the case, the reason for the development
may be far from the ideal LR we are expecting to find.
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As a sub-null-hypothesis of Hypothesis 3, there was only one de facto developer
monopolising the KWC, which rules out market-based LR. Market-based competition is
relevant because it strengthens the evidence that there is incentive to acquire the added
value foreseen in these redevelopments, and it may lessen the possibility of non-economic
motivation for such behaviour. This also allowed us to draw some conclusions without the
need to find out the internal state of the monopolistic syndicate if it was the case, which is
far beyond what our archival research method could provide.

4.1. Stable Lot Boundaries

From its Walled Fort days between 1922 and 1961, the KWC’s built-up area changed
substantially, while its footprint afterwards remained stable from 1961 to 1968 and beyond
until the 1980s. Figure 4 illustrates such a change, inferring that the footprint of the lots
amid the limited space has been stable enough for redevelopment transactions, which
paved the way for the multi-storey buildings. The stable lot boundaries may have also
facilitated the LR transactions between the landowners and the developers. In fact, a more
detailed examination of the lots revealed that some were consolidated but more or less
retained the shapes of the original lots.

Figure 4. In pink, changes in property boundaries (footprint) between 1922-1961 (left) and 1961-80s
(right) within KWC (adopted from the work of Lai et al. [23]).

Furthermore, Lai and others [23] conducted a study of the informal land registry
system coordinated by the Kowloon Walled City Kaifong Welfare Promotion Association.
This informal transaction system alludes to the existence of a proper—albeit informal and
less secure—ownership rights system.

4.2. In Situ Rehousing

Essential to LR is the mechanism of the in situ rehousing of the original owners. In
the same reports from the archive, it has been described how a site was assembled with a
system of in situ housing for some original owners.

“4. There is not much eviden|[ce] to suggest that the village-type house owners had
been pressurised by “strong arm” tactics into vlajcating their houses for redevelopment.
Developers, it is known offer very favourable terms which fall along the following lines:
the owner of the site is promised, in order to impart confidence upon others, is always
given, the first 5 storeys of the new building should it extend to 10 storeys or more,
proportionately less if it is lower. In the case of joint ownership, the 5 storeys are shared
pro capita. Tenants are compensated by the payment of an amount equivalent to the total
rent he would have had to pay in 5 years.”(Source: City District Office Royal Hong
Kong Police report 1972 HKRS 163 9-233.)
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In the above report, it is quite apparent that these arrangements seem similar to
LR’s in situ rehousing mechanism. It is reasonable to infer that the allotment of the first
5 storeys to the original owners allowed the redevelopment to peacefully proceed with
less resistance from the original owners. Although LR in general is not limited to a mere
vertical redistribution of windfall shares, this approach has been a logical course of action
for our case given the high density, small area, and social-political status of the KWC. The
authors do not discount other possible redevelopment mechanisms, such as joint ventures
between the site owner and the developer. Nevertheless, one may already begin to infer
from this general account some traces of LR amid the supposedly “lawlessness” of the City
of Darkness.

In 1975, police reports were kept on demolishing parts of the multi-storey buildings
that exceeded the height limit stipulated by the prevailing Airport (Control of Obstructions)
Ordinance. The following are some specific examples wherein it was mentioned there that
the original owner was given some form of in situ rehousing after the redevelopment.

As shown in Figure 5, building No.19 on Shung Yee Lane is a building west of the old
Yamen, right in the middle of the KWC. It allegedly exceeded the airport height limit by
11 feet 6 inches and its developers volunteered to reduce its height on their own. In the
course of the account of the occupied units in the building, the police reported that “one
of these is thought to be occupied by the original landowner who has been given a flat in
return for the land.” (Source: 12 December 1975 report. Buildings in KWC (1975) HKRS
396-1-4 No. 179.)

In another case in May 1975, the building in question was No. 24 Tau Tung Tsuen
Road, located at the northern edge of the KWC, which makes it quite lucrative compared
to the ones more central in the KWC. It can be seen in Figure 6 that the property was
originally a smaller building in the 1960s and was later consolidated with lot No. 14 into a
3000-square-feet (approx.) site in January 1975. The report indicates that the original owner,
Sun Kee Plastic Factory, received an amount of HKD 600,000 and was given the ground and
first floors of the new building (Source: Buildings in KWC (1975) HKRS 396-1-4 No. 89).
Apparently, the leaders of the 10-developer consortium were Chan Chun Kwong and Nga
Sze Hing. Considering the whole project cost HKD 2 million and the land accounted for
30% of it, this apparent LR approach seemed to have lessened the initial capital expenditure
of the project.
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Figure 5. No.19 Shung Yee Lane (highlighted in the red broken-line circle) on a 1975 report map.

Figure 6. Cont.
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Figure 6. Images of No. 24 Tau Tung Road in 1961 (above) and after the redevelopment in 1977 (below).

In 1973, there was another case in which a building was built in the so-called “sensitive
zone”—an area immediately outside the perimeter of the original wall. Eventually, the
building was demolished by the colonial government. Nevertheless, in spite of the demoli-
tion, the case was very well documented and had many interesting insights regarding the
redevelopment practices at that time. The said 11-storey building was a consolidation of lot
Nos. 57 and 59 along Tung Tsing Road (Source: Buildings in KWC (1975) HKRS 396-1-4,
No. 1). Here, the original owners decided to consolidate their properties. Mr. Chan was the
owner of the original two-storey building at No. 57, while Mr. Wong owned a single-storey
building at No. 59. They compensated the two tenants at No. 57 and invited two other
parties, Mr. Ngai (an architect and contractor) and another Mr. Wong (the financier), to
participate in the redevelopment project. Their mutual agreement was that after the project
completion, each party would have two floors, while the rest would be sold. (Source:
Buildings in KWC (1975) HKRS 396-1-4, No. 43.)

An interesting repercussion of this project was the two tenants. One of them received
HKD 16,000 as settlement, but he also made a down payment for one of the new flats. The
other tenant was offered a flat in the new building. They had the contract of this agreement
“stamp dutied”, that is, with a stamp duty of HKD 0.15 paid (Source: Buildings in KWC
(1975) HKRS 396-1-4, No. 10).

4.3. Value Capture Incentive

The sharing of the increase in property value is normally an incentive for carrying
out LR. For completing the picture of our inference, it may be beneficial to identify if this
possible motive is at all likely by approximating the volume of redevelopment in the KWC.
Fortunately for us, the Royal Hong Kong Police conducted a survey of the low-storey
buildings that were being raised to multiple storeys in 1975 during the drama of the Airport
Height restrictions. It can be seen in Table 2 below that a series of buildings had their
heights increased. Assuming there was no monopolistic collusion among all the developers,
it could be inferred that there was economic windfall in most projects, which encourages
further redevelopment at such a scale. In 1975 alone, a total of 347 storeys or an average
of eight storeys per building was attempted to be built in the KWC. Given that the prices
of each flat (e.g., HKD 26,000 per unit) (Source: Buildings in KWC (1975) HKRS 396-1-4
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No. 179) were around half of the prices in the other part of Kowloon, we may surmise
that the amounts we can see were quite lucrative for the owners and developers inside the
KWC. Eventually, some of these floors were torn down due to safety reasons, but the risk
the developers took or were ready to take in order to have a share of the market can still
be seen.

Table 2. Summary of multi-storey buildings being raised in 1975 (Kowloon City District Office).

Count of Multi-Storey Buildings

Street Sum of Increased Floors by Street Reported in 1975 along the Street
Kwong Ming Street 26 3
Lo Yan Rear Street 15 2
Lo Yan Street 17 2
Lung Chun Road 196 22
Sai Shing Road 29 4
She Kung Street 7 1
Shung Yee Lane 10 1
Tai Cheng Street 21 3
Tin Hau Temple Street 19 2
Tung Tau Chuen Road 7 1
Grand Total 347 41

Furthermore, it was beneficial to find out that some form of competitive market
environment was present, and the scenario was not an artificially controlled monopoly, so
that we could validate the vibrant real estate development rush observed above. We then
looked at the main players, who were the constructors/developers in the KWC back then.
In the 1972 Royal Hong Kong Police Report on the multi-storey buildings in the Kowloon
Walled City, ten developers or construction companies building up the 2.6-hectare KWC
were identified. Table 3 lists these ten players.

Table 3. List of developers identified from the Royal Hong Kong Police report in 1972 (City District
Office 1972 HKRS 163 9-233).

Name Remarks
CHAN Nam-fat One of those most significantly involved
LEE Hung-kee One of those most significantly involved
LEE Ching-kee One of those most significantly involved
NGAI Kin-wing One of those most significantly involved
CHAN Bing-shun -
CHAN Sap -

FUNG Fat-kee -
KONG Tsai-kee -
NGAN Sze-hing Involved in No. 24 Tau Tung Tsuen
WONG Yiu-kiung and CHAN Chun-kwong Owners of Shing Kwong Construction Co.

The police investigation report said that they found no evidence of syndicate-type
movement among the constructors, although there was a monopolistic advantage of the
most significant four (City District Office 1972 HKRS 163 9-233). Furthermore, Lau and
others [24] also identified more developers and their companies in an earlier study.

5. Discussion

The issue of multi-storey buildings and the airport height restriction in the KWC may
have been a great headache for the colonial government at that time, but providential for
later researchers, as this event provided the impetus to record detailed accounts, such as
what can be seen above, that might well have been lost in time and remain as hearsay or
urban legends.
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Although no legal titles were assigned to the properties in the KWC, we noted the
presence of an informal witnessing system facilitated by the neighbourhood association [23]
and the relative stability of the building footprints in spite of the consolidation of some
properties. This debunks our first null hypothesis about the absence of a minimum de-
lineation of property rights, which overcomes a basic hurdle in establishing the historical
LR in the KWC. Although seemingly very simplistic, this point is very relevant because a
minimum delineation of property rights was necessary for these transactions—whether
formal or informal—to take place [56].

In three separate instances, we found documented evidence that in some buildings,
the original owners ended up being able to stay in the original site after the redevelopment.
One of the documents, in fact, is a more general report about this phenomenon in the KWC
by the Hong Kong Royal Police. This debunks our second null hypothesis. Despite not
being able to conclude that it happened in all the cases, these findings allow us to conclude
that at least a choice for the in situ rehousing of the original owners was present in the
KW(C’s redevelopments, which is essential to LR.

Thirdly, what drives LR in many instances is the windfall after a redevelopment project.
If no added value is observed in the case, the reason for the development may be far from
the ideal LR expected. In fact, we found documented evidence of robust market-driven real
estate redevelopment in 1975. It was also found that there were a number of developers
and there seemed to be no syndicate-like behaviour for most of them. Therefore, the third
null hypothesis and its sub-null hypothesis are rejected.

The presence of LR elements in the informal setting of the KWC highlights an enigma
of its absence in present-day Hong Kong. It may be due to the length of time (67 years)
it takes for urban renewal projects to rehouse original residents in situ that many find it
“unrealistic for owners to participate in it as they will have to pay for rented accommodation
throughout the project construction period.” [57]. Whatever the reason, it appears that
the “software” is feasible as seen from the KWC'’s experience, but the legal framework
to fit it in the city’s current situation is not yet ready. For instance, owner “demand-led”
urban renewal projects, which are the closest we have to LR, do not readily enable in situ
rehousing for affected owners. However, these types of projects may have the potential for
LR if some legal framework is put in place. These adjustments in legislation may serve “to
delimit threat positions (hence reducing contractual risks [between the original owners and
the developers/government] that would otherwise deter exchange)” [58].

It also begs the question of why we need formal institutions if private contractual
arrangements worked for LR in the KWC. Understandably, there are advantages to an
informal property rights system in some cases [59-61] that a formal system may find more
difficult to face. The special juridical situation of the KWC back then may have been more
conducive for some long-term relational transactions rather than a more formal transaction
involving an independent third party [61]. Nevertheless, looking back to the most classic
example of private planning in Houston [62], the “primeval foundation” (land/property
boundary delineation) provided by formal institutions was still necessary to allow for these
private contractual arrangements to materialise [63]. In fact, the KWC depended on these
“primeval” foundational institutions despite their pseudo-formal nature, in the form of the
Kai Fong Association services and the formal court system outside the KWC premises.

Another reason is that the scale of the KWC was much smaller than the whole of
Hong Kong, not to mention the skyrocketing real estate property prices now compared to
then. Informal property rights systems become less advantageous as scarcity and value
of land resources increase [64]. The number of owners involved in the redevelopment
of an old tenement block today may even be higher than that in the KWC’s case. The
transaction costs incurred in the initiation and implementation of the LR project would be
higher. Included in this may be the degrading credibility of the developers in Hong Kong,
perceived as “real estate hegemony” [65,66], which makes people less confident to rely
solely on private contracts. They want institutions that are “more formal” to increase their
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certainty and protect their rights. Therefore, we may need some alternative institutional
arrangements for lowering the transaction costs.

6. Conclusions and Policy Implications

The case study presented in this article suggests that private sector-led LR was prac-
tised in Hong Kong well before the Lai Sing Building project. It demonstrates that the LR
technique is promising even in redeveloping properties without clear or formal property
rights. Outside of Hong Kong, Cain and others [46] also reported something similar in
Angola, wherein unclear land boundaries were used as a contribution basis for LR. In light
of the historical lessons from the case study, below are some possible policy implications
that may address the problems presented at the start of this article.

LR seems to show potential in increasing land for housing through the redevelopment
of old building stock and hopefully easing the housing burden of the poor, such as those
living in the SDUs. Nevertheless, in order to facilitate LR in the private sector in a more
structured market such as present-day Hong Kong—where the dynamics are a bit different
compared to the KWC in the 1960s-80s—some institutions may need to be emplaced.

One possible difficulty to implement LR in Hong Kong is the perceived general
mistrust of developers [65-67]. Given the juridical circumstance of the KWC case, it is
not unreasonable to assume that there also existed mistrust towards some developers
back then. Nevertheless, as an unintentional safeguard for current tenants, developers or
“owners” avoid forced evictions because they shun the bad publicity that this can cause for
their future prospective buyers (City District Office Royal Hong Kong Police report 1972
HKRS 163 9-233). Another work also noted that no violence was recorded during land
assemblies [23]. This reputation factor was similarly found in some informal land systems
in mainland China [61] and the lower prices in the KWC seem to have augmented these
uncertainties posed by a lack of formal authority back then. In the case of modern Hong
Kong, the circumstances are different in some ways. The high value of property and the
extent of the territory have increased the demand for certain formal institutions to support
processes previously informally done [64]. The government may need to step in by putting
some risk abatement measures or guarantees in place. For instance, some legal penalties
may be needed to lessen, if not avoid, the incompletion of redevelopment projects.

Another possible support is a set of clear valuation standards for valuing the inputs
and outputs of the readjustment process. One of the most significant reasons why LR is
annulled in court is the disagreements over distribution allocation [47]. This was some-
how lessened in the fuzzy juridical and informal situation in the KWC. In some cases,
informal systems may provide lower transaction costs in handling a land dispute than
formal ones [60], which may have been the case in the KWC in the 1970s. In the present-
day scenario of the city, the cost of internalising these externalities may make it more
sensible to formulate certain new institutions [68]. Without needing to go through the
time-consuming and high-cost court hearings, a venue for arbitration for these sensitive
bargaining discussions may well be most welcomed support from the state. For instance, a
government-backed body may be set up that specialises in these redevelopment issues.

Understandably, the forensic archival research done here has limitations and gaps
that can further be augmented by future research work. For instance, a more thorough,
albeit tedious, three-dimensional computer reconstruction of the City of Darkness as the
individual lots and buildings evolved from the 1960s to the 1980s may elucidate other
archaic land use phenomena useful for today’s urban issues. In more modern times, it may
also be worthwhile to research and survey small scale LR-like in situ rehousing strategies
incorporated in different projects all over Hong Kong and other cities. In turn, these case
studies may help elucidate how to effectively apply them on a broader scale.
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