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Our Discourse and Recommendations

Land is essential for development. Housing, different types of industries and
even country parks require sufficient land resources. However, land is never an
inexhaustible resource, not to mention the physical topography in Hong Kong,
which further limits the supply of readily developable land. It appears that the land
development progress in recent years has fallen short to meet the demand from the
rapid growth of the economy and society, resulting in the imbalance between the
supply of and the demand for developable land, and hence in adverse impacts on
the quality of life. The issue of how to make better use of the existing scarce land

resources has stirred up heated debate in the city.

The current HKSAR Government has set up the Land Supply Task Force to review
the existing conditions of land resources and to take a macro view of the available
land supply options. Although some of the options, such as reclamation and
relocation of and topside development over Kwai Tsing Container Terminals, could
potentially generate large areas of urban developable land, they are controversial,
not to mention that the planning and land development processes may take as long
as a decade or even longer. Whether these options can alleviate the dire need of land
supply with immediate effect is questionable. Meanwhile, in the New Territories,
there are extensive underutilised private land with great development potential. It
is our conviction that public private partnership (PPP) will effectively unlock the
great potential of the land resources and supply considerable amount of developable
land in short-to-medium term. This report aims to recommend ways to improve the
existing mechanism and procedures in processing PPP projects through reviewing
and comparing practices in Hong Kong and overseas; and to seize the opportunities
arising from the current land situation and overall development in Hong Kong
through PPP.

Hong Kong has started PPP many years ago, mainly in infrastructure, housing and
community facilities projects. Under the existing system, government departments
are the major initiators, and limited incentives or channels are provided to the private
sector to initiate partnership proposals, thereby hindering cooperation. The government
has so far not taken the initiative in introducing incentive scheme to encourage the
private sector to engage in PPP projects. Furthermore, most PPP projects have been

processed in similar way as conventional procurement projects, where the Public
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Our Discourse and Recommendations

Works Subcommittee of the Legislative Council examines the proposals and makes
recommendations to the Finance Committee of the Legislative Council for funding
approval. The lengthy approval process reduces the certainty and attractiveness of
the PPP projects, deterring potential private partners from participation. In addition,
there is no mechanism or unified database of PPP project information at present. The
absence of easy access of information makes it difficult for the public to understand
the projects fully, which is in turn likely to give rise to misunderstanding and hinder
smooth implementation of the projects.

Physical topography is only one of the land development constraints facing Hong
Kong. For instance, in spite of the extensiveness of private land with great development
potential in the New Territories, the complex land ownership and the conflict of
interests among different stakeholders aggravate the difficulty in development
and uncertainty. Most rural areas do not have access to transport, social and other
infrastructure. The development potential of these sites is also largely reduced as
their uses are constrained under different ordinances, rendering it difficult, if not
impossible, for high-density development, and resulting in underutilisation of the
land. The uncoordinated requirements and technical definitions under different
department purviews might also contribute to the overwhelming lengthy development
approval process. Furthermore, citizens and stakeholders have actively been involved
in socio-political affairs in recent years. They have more diverse demands and higher
expectations on the government. Regrettably, the government had formerly failed to
meet their expectations. With surging conflicts with the public, governance in Hong

Kong has become increasingly difficult, dragging the overall development process.
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Our Discourse and Recommendations

The following two policy recommendations are based on our principles as below :

(1) Ensure good use of existing land resources;

(2) Increase developable land supply in short-to-medium term;

(3) Enhance the quality and effectiveness of PPP;

(4) Create a more open, diverse and free environment for PPP in the future; and

(5) Provide channels to encourage people from all walks of life to propose innovative

and bold land development ideas.

Recommendation 1 :

Launch the “Comprehensive Land Readjustment Program”

We propose launching the “Comprehensive Land Readjustment Program” (“the
Program”) as a new way of PPP in Hong Kong. Land Readjustment (LR) is a method
of implementing urban development proposals through partnership between public
and private sector. It is applicable on the land in the New Territories and other areas.
The private sector (including non-governmental organisations and individuals) may
try to assemble sites which are irregularly shaped, have dispersed ownerships, are
different from the town plans and difficult to develop. The private sector would then
submit a comprehensive LR proposal to the government. Upon the approval of LR
proposal, the government will reserve parcels of land for public uses and will be
responsible for the public facilities and utilities, public open spaces and community
facilities for the benefit of the whole community. At the end, parts of the readjusted

land will be returned to the private sector.

This kind of program has been adopted and successfully put into practices for
many years in the USA, Germany, France, Japan, and South Korea. Implementation
of the Program is beneficial to both private sector and the public (including the
government). The private sector can initiate and take the lead in the Program as a
bottom-up community planning practice. Besides, by practising the Program, the
hitherto “dead-end” problem can be resolved, i.e. the provision of public facilities and
public transport connection that are essential for a proper development. The potential

increase in the value of their private land after the implementation of the Program
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Our Discourse and Recommendations

will encourage them to participate in developing the idle land. Moreover, since the
Program allows private sector to submit proposal freely with focus on road layout
and infrastructure, for instance, as long as it is supported with strong justifications,
development intensity of private land as well as development flexibility can be
enhanced. Since the original land types and land uses such as brownfields, abandoned
agricultural land, or even land with existing operations or structures will not affect
the effectiveness of the Program, private sector can submit proposal whenever and

wherever they see fit, as long as there is potential for future development.

For the government, as no statutory resumption of land is required, social conflicts
can thus be minimised by allowing voluntary public participation in the Program.
Negotiation cost for the government intervention among private sector can also be
minimised, as the Program requires groups in the private sector to reach consensus
before submission of a proposal. The government does not bear any capital risks as
it is the responsibility of the private sector to raise enough fund for the project. The
detailed land ownership distribution within the community is not the major concern of
the government or the approving authority when they look at a proposal. Both private
landowners and developers can initiate to participate in the Program. Furthermore,
if soundly based, private applicants can submit proposal to the government without
being unduly affected by the existing development restrictions. In this manner, it is
expected to be more open and diversified than the existing development framework,

which would encourage bold and innovative new development directions.

The Program does not only provide private sector with a new way to explore the
potential of their land, but will also suggest to the government a quick, simple and
flexible way to make good use of private land, thus unleashing the potential of private

land reserves in the short-to-medium term. The following diagram illustrates an

example of LR:

Inactive
o Agricultural
‘ Active N Land
 Agricultural / §
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Vacant Land |
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Our Discourse and Recommendations

Recommendation 2 :
Establish the “PPP Authority”

We propose that, in long term, the government should set up an independent statutory
body—“PPP Authority” (“the Authority”) to handle, manage, and review PPP projects.
The Authority will create a mechanism for the private sector to submit proposals
under the Program or any type of PPP proposals to the government. Under the new
system, the approval process can be streamlined, greatly improving communication
and negotiation among government departments, providing one-stop services,
and hence raising the attractiveness of development. Also, the Authority will be
responsible for the approval procedures of all submitted LR proposals. This would
encourage and attract people from all walks of life to actively participate in PPP,
hence maximising the development potential of the land resources, and accelerating

the land development process.

To set up a PPP statutory body will need detailed studies and have to go through
legislative process, which is time-consuming. We recommend that the government
should set up the “PPP Coordination Office” (“the Office”) as a start, so as to
demonstrate the government’s intention and determination to promote PPP. The
authorities and responsibilities of the proposed Office should include: (i) performing
as a PPP platform to receive and initially evaluate PPP proposals which are privately
initiated; (ii) coordinating comments from different government departments with
regard to the PPP proposals to reach consensus ; (iii) strengthening public participation
in the current PPP approval process; (iv) preparing for the establishment of the
Authority, which includes formulation of laws and ordinances, operational details of
the Authority and implementation details of the Program; and finally, (v) monitoring
and reviewing the effectiveness of approved PPP projects, and acting as an advisory

body for the corresponding Project Steering Committee at the time being.

As the current procurement projects require different government departments to
participate at various stages of approval, assessment and implementation procedures,
we believe that official members should be included in both the Office and the future
Authority, and that a platform should be provided for the professionals from various
departments to reach consensus and compromise. Apart from that, non-official
members with extensive background, such as professionals from the town planning,

architectural, surveying, engineering, environmental, transport, commercial and
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Our Discourse and Recommendations

legal sectors, should also be included in the Office, and later on, in the Authority,
so as to maintain the representativeness of the approving board. In order to promote
cooperation across government departments and bureaux, we propose the Office
and the future Authority should directly report to the Chief Executive, who would
appoint all the members.

The Office must be developed into a statutory body empowered by law to exercise
its authorities fully and to deal with all matters relating to PPP projects. The major
goal of setting up the Office is to create a suitable PPP development environment to
encourage the private sector to actively submit PPP proposals and to streamline its
development procedures. This would help the government respond to society’s needs
more effectively by accelerating the land development process and by making good
use of the advantages of the private sector, including its talents, skills, efficiency,

and land resources.

The following diagram illustrates the functions of the Office:

1 - Receiving and initially evaluating privately :
initiated PPP proposals which then rejoin p 4 _ - Studying the legal provisions
";ﬁﬂ’“ﬁmﬂg the current approval procedures. Preparing the involved in the establishment of
PPP Platform - PPP proposals initiated by the Establishment the Authority; determining details
government will stick with the of the of the future approval procedures,
current approval procedures. y Authority operations, member composition,
¥ etc., and details of “the
Program” .
2 - Collecting comments from different
Coordinating departments and professional sectors. 5 - Taking up the advisory role and
Government e 25 Manitoring and giving comments regarding the
. Departments’ h Initially evaluating proposals. Evaluating the effectiveness of the PPP projects to
Comments - Providing quick and comprehensive Effectiveness of the corresponding Project Steering
: : .response in a one-stop manner. PPP Projects Committee under the current review
system,
3 ~ Adding public engagement elements
Strengthening into different stages of the current
Public PPP implementation process and
Participation actively engaging the public.
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Our Discourse and Recommendations

In this report, we wish to convey the idea that it is time for the government to redefine
its role and positioning in PPP. It should not limit itself as an initiator, but should
also act as a coordinator and supporter of PPP projects. On one hand, the government
should continue to adopt the PPP model in development projects which are deemed
suitable; on the other hand, it should lay out more avenues that are effective and open
for the community or even non-local experts to propose land development ideas, and
then coordinate such proposals actively. The open-mindedness of the government,
together with its encouragement and acceptance, is the key to the success of PPP, and
different types and models of PPP should be encouraged in the future. In this way,
a mutually beneficial, transparent and cooperative relationship between the government
and private sector can be developed, allowing collaboration and check-and-balance among
different parties. We anticipate that PPP will be one of the solutions for Hong Kong’s future

land development.

This report proposes feasible direction of PPP development in Hong Kong at the
policy conceptual level, and we wish that the government will to consider and accept
the concepts of the recommendations. We consider it necessary to put the Program
into practice, and therefore it would be necessary to further explore the feasibility
and practicality of the Program in Hong Kong by, for instance, examining in greater
depth the actual amount and location of potential land suitable for the Program,
undertaking local case studies to demonstrate how the Program can be carried out,

and looking into the views of various stakeholders, etc.
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from https://www.thebalance.com/public-private-partnership-pros-and-cons-844713

4 Van Herpen, GWEB. (2002). Public Private Partnerships, The Advantages and Disadvantages
Examined. Paper presented at European Transport Conference 2002, Cambridge, England.
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5 World Bank Group. (2016). PPP Arrangements/Types of PPP Agreements. Retrieved Dec 1, 2017,
from http://ppp.worldbank.org/public-private-partnership/agreements
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HET ¥ Joint Venture
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7 Efficiency Unit. (2008). Serving the Community By Using the Private Sector - An Introductory Guide
to Public Private Partnerships (PPPs) (Second Edition).
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10 Hayllar, M.R. (2010). Public-Private Partnerships in Hong Kong: Good Governance — The Essential
Missing Ingredient? The Australian Journal of Public Administration, 69(S1): S99-S119.

11 e ARVE SRR A R A L BUA R AT s » RIPLRR B GRS T 5
H o 8 Zear s iR -

12 A « 201546 H101]) » (Vg fod © T TRB H R HGE ) © Rk ¢ http://www.
info.gov.hk/gia/general/201506/10/P201506100639.htm
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Eo BB R EE (HM Treasury) KRNEPE B (Cabinet Office)
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Rz EHlIrIEAEIEHRE (Infrastructure and Projects Authority) -
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BIEE - (TAARFEEHFEEMHENEESE » DERERRTFETHAI Y -

13 HrEAH - Q01746 FJ21 1) « (rikd — [« kLR H BEIOTEEIRE ) - Tk http:/
www.info.gov.hk/gia/general/201706/21/P2017062100590.htm

14 SCRERR - (017TAETH27H) « (MZRE & MRS PR E R S M EE T ) - Tk
Ef : http://news.wenweipo.com/2017/07/27/IN1707270047 .htm

15 7ikEr - (2018) - (UB/INMHZZES@E%f2 ) o NEE : https://www.legco.gov.hk/general/chi-
nese/procedur/pw_proce.htm

16 F¥EEH L https://www.gov.uk/government/organisations/infrastructure-and-projects-authority

17 Infrastructure and Projects Authority. (2017). About the IPA. Retrieved from https://www.gov.uk/
government/uploads/system/uploads/attachment_data/file/652340/IPA_Narrative_document_ WEB.pdf
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Organisation for Economic Co-operation and Development. (2015). OECD review of public govern-
ance of Public-Private Partnership in the United Kingdom. Retrieved from https://www.oecd.org/gov-
ernance/procurement/toolbox/search/oecd-review-public-governance-ppp-uk.pdf
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(Savings from Operational PFI Contracts)?! - #2855 HH R S0 P9 E#%
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2.2 MEHEEERFEHBERERN201TFEEBFRES > WELM L EEAR
THH Y S AL A BRI PR o RS I AR A R R - M EEEER B > TR
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2.23  (AFIfEm ) SEETERTA #FREFS B & H e a5 s R o & R M 7 B A
BEEHE  BEARNEEFEHERE T RE - HEH A REHY TR A - fl
WP EETT =~ WRMERR 0 BT AR S A RS BB E LN Z A ELH
FFEEXK » 55 B2 AHREI G — &R EFEFE LA E S EHEA R
sEAIIE H B > W REELUERCGER T8 H Y S IHAHET -

20 WAEAEHE AR EESM AT o EEE S o THEEH 8w AR SRS RS Rl
(Integrated Assurance and Approval Plan) - BRI FARSSEILIEf ~ &S50 B2 IREA [FIAH A » 30t
A A e SRS BT TR AR A o WIAREM AR A - I H AT WTREMHE 1 -

21 National Audit Office. (2013). Savings from operational PFI contracts. Retrieved from https://www.nao.
org.uk/wp-content/uploads/2013/11/Savings-from-operational-PFI-contracts_final.pdf

22 Organisation for Economic Co-operation and Development. (2015). OECD review of public governance
of Public-Private Partnership in the United Kingdom. Retrieved from https://www.oecd.org/governance/
procurement/toolbox/search/oecd-review-public-governance-ppp-uk.pdf

23 Infrastructure and Projects Authority. (2017). Annual Report on Major Projects 2016-17. Retrieved from
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/629622/IPA_Annual _
Report_2017.pdf
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24 Fflarbd ¢ http://www.nationalarchives.gov.uk/

25 PBITNEUR Y201 64F R RL AR 00 [ 98 e UM 1% - (EHE T 5 ~ ROl MEFTRY S0 (BRI
Jap) fEiTRZ% -

26 {fsat B A BRI AR - (AT TRS - BR201 TG BB I T AR
i FRHIEI2019F TR LA -

27 Greater London Authority. (2017). Homes for Londoners-Affordable Housing and Viability Supplementary
Planning Guidance 2017. Retrieved from https://www.london.gov.uk/sites/default/files/ah_viability_
spg_20170816.pdf

28 Greater London Authority. (2017). The London Plan: The Spatial Development Strategy for Greater
London (Draft for Consultation). Retrieved from https://www.london.gov.uk/sites/default/files/new_
london_plan_december_2017.pdf
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35 Real Estate Developers Association of Hong Kong. (2016). Land Supply-Why and how we need to
unlock the private sector’s land banks to help meet current housing need. Retrieved from http://www.
reda.hk/wp-content/uploads/2016/04/Lease-modifications-2016.pdf
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All rights reserved. No part of this publication may be reproduced, stored in a
retrieval system, or transmitted, in any form or by any means, electronic, mechanical,
photocopying, recording, Internet or otherwise, without the prior written permission of
Hong Kong Policy Research Institute.
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Any opinions, findings, conclusions or recommendations expressed in this material are
solely those of the author(s). Every effort has been made to acknowledge the origin of
all cited information with reference to copyright material, both illustrative and quoted. We
apologise for any omissions in this respect and will be pleased to make the appropriate
acknowledgements in any future printed and online edition.
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Although the authors and the Institute have made every effort to ensure that the
information in this material was correct at press time, the author(s) and the Institute do not
assume and hereby disclaim any liability to any party for any loss, damage, or disruption
caused by errors or omissions, whether such errors or omissions result from negligence,

accident, or any other cause.
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In the case of any inconsistency or ambiguity in this disclaimer between the English
version and the Chinese version, the English version shall prevail.
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