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Abstract

Studies over the past years show that urban development employees generally
receive lower satisfaction rating from the public than employees of other sectors. Given
that Taipei City is a densely populated city, with scarce land and high urbanization, not
only it affects the land price, which has soared as a result in the past years, but it also
affects the billion-dollar rights value from urban renewal. So far, urban renewal is
implemented according to existing regulations, such as “The Regulations of Rights
Transformation of Urban Renewal” (promulgated by the Ministry of the Interior),
“Elements of Architectural Engineering Pricing Relating to Taipei City Urban Renewal
(Reconstruction Sections)”, and “General Chart of Item Prices for Listing in Urban
Renewal and Rights Transformation Plans” (both promulgated by the Taipei City
Government). Since the land owned by the city government is valuable, it is in the city
government's interest to dive deeper into the rights transformation system, so that a just,
open, and transparent property appraising system can be formed; in addition, the role
and responsibility of administrative personnel should also be studied to form effective
anti-corruption methods. The Taipei City Government Ethics Department seeks to

accomplish such task by adopting qualitative research methods.

By using in-depth interviews, participant observation, and focus groups methods,
this study has done interviews with ten experts on rights transformation system, two
interviews with Taipei City Government Deliberation Committee on Urban Renewal
and Controversies, and has held two expert seminars. First-hand data such as transcripts
and observation recording charts are used for qualitative cross analyses. Internally, we
wish to understand the mechanisms of the rights transformation system (including, but
not limited to, the property appraising system and deliberation process); externally, we
wish to collect experts’ and public opinion on urban renewal rights transformation
mechanisms, so that we may find possible deficiencies on integrity matters within the
rights transformation mechanisms, and that further advice for improvement can be
made. The research findings and advices are as follows:

“Taipei City Government Urban Renewal Rights Transformation Mechanisms” - Research Paper‘



1. Research findings

Here, we list and explain the possible deficiencies according to the data we have

gathered and analyzed by various methods:

(1) The origin of landowners’ distrust and negative perception comes
from power asymmetry

The implementer, being the submitter of urban renewal plans and rights
transformation plans, is also the one that communicates with the government during
deliberation process. Thus, even if the land belongs to the landowner, the landowner is
excluded from the deliberation process. This brings them dismay.

First, during the integration process from the implementer, a landowner can only
agree or disagree with the plan after hearing the plans and conditions proposed by the
implementer, and if he/she disagrees, it is not possible to change or select another
implementer. Second, under current system, the implementer- not the landowner-
holds the power to appoint property appraiser. Third, during deliberation stage, the
landowner is seen merely as one who can file complaint but cannot be the
administrative action recipient. This excludes the landowner in space, restricting their
role to unilateral complaint.

In addition, landowners are generally inferior to the implementer with regards to
time, funding, knowledge, and technologies. Despite government intervention, if they
have a feeling that they cannot be granted equal status and have their rights protected
by the procedure, their relative deprivation will increase, causing them to accuse the
system as unequal and to suspect government integrity.

(2) An unbroken interest tie affects the righteousness of third-party
institutions and government integrity

Our study finds that, due to the massive money involved in urban renewal, it is

difficult to deter corruption if the interest ties between implementers and property
appraisers are unbroken.

“Taipei City Government Urban Renewal Rights Transformation Mechanisms” - Research Paper‘



First, an implementer has the call to decide which appraisers or experts to
appoint. This severely undermines the objectivity and neutrality of the appraisers,
since the appraiser relies on the implementer for business, and both are not doing
one-off dealings.

Second, regarding bulk rewards, they are decided upon deliberation in collegial
forms by Taipei City Government Deliberation Committee on Urban Renewal and
Controversies. Even such professional judgment entails certain administrative
discretion. Due to the massive interest involved, it is easy for an implementer to be
suspected in maneuvering deliberation results by improper means or lobbying.

(3) “Real negotiation but false rights transformation” indicates a
bad system design

According to article 46 of Urban Renewal Act, “the land value increment tax and
the deed tax of the lands and buildings obtained from the rights transformation are
reduced by 40% during the first transfer after the renewals.” Given such tax break,
implementers mostly favor to implement urban renewal with rights transformation
mechanisms.

But in practice, implementers are not willing to submit their urban renewal plans
without obtaining consent from majority landowners, for fear of high risks. In turn,
implementers sign private contracts with landowners stipulating that a renewal plan
will only be submitted if certain amount of consensus is reached. This causes a
discrepancy between the content in private contracts signed with landowners and the
one that is submitted in urban renewal plan, because the price amount of rights
transformation can be higher or lower than that signed in private contracts. Either way,
they bring stakeholders discontent, doubting fairness of the system. If the price
amount of rights transformation is higher than that signed in private contract, this may
bring discontent to the early-signers, blaming that the implementers hoaxed them,
seducing them to sign at a lower price, despite this problem can be solved by
renewing contract with the landowner at a higher price. On the other hand, if the price
amount of rights transformation is lower than that signed in private contract, this may
bring doubts from landowners who did not sign private contracts, suspecting the
content of private contracts signed between the implementer and other landowners,
causing controversies with respect to property appraising.

“Taipei City Government Urban Renewal Rights Transformation Mechanisms” - Research Papern



Such phenomena have become “real negotiation but false rights transformation.”
With controversies still hanging, issues that do not fit with reason will be singled out
one by one, creating even more doubt and distrust.

(4) Minimal perception that it brings public welfare or makes local
contribution; Controversies surround bulk rewards

Bulk reward is a way the government attempts to attract agents into urban
renewal, due to the fact that the government lacks funding and manpower to introduce
implementers to urban renewal. The main controversy, however, surrounds
insufficient details during deliberation on the proportion of public welfare that bulk
rewards must entail, and the fact that most benefits from bulk rewards do not go to the
public, but are pocketed by implementers and landowners. Such phenomena
strengthen the negative image of urban renewal in the minds of non-urban-renewal
public.

(5) Coercive tearing by government intervention affects its image in
the minds of the public

Households that agree with urban renewal and those that disagree have
completely different opinions on government’s coercive tearing actions for urban
renewal. From a pro-renewal household aspect, protests from minority landowners in
many cases cause those families who agreed for urban renewal suffer from a “home
but homeless” scenario. If the renewal is delayed for a long time, they will begin to be
angry with the government. From an anti-renewal household aspect, the government
should remain objective and neutral, given that its role in urban renewal system
design is to receive and process urban renewal submissions. In Wen Lin Yuan Incident,
despite the government assisted the dominant implementer to tear down the house
according to law, the fact that the tearing action was not for public welfare and the
construction after urban renewal is not of national importance, nevertheless brought
negative impression to the public. This is evident from interview and seminar records.
In addition, it is also worthy to discuss the image created by the media. In many
coercive house tearing incidents by the government over the past years, such as Da Pu
case in Miaoli, the Wang family in Wen Lin Yuan case, most media discourse are
against coercive tearing. Hence, it is important to think about how to strengthen and
deliver the legitimacy of coercive power, the linkage between urban renewal and
public welfare, and proper communication in the future.

“Taipei City Government Urban Renewal Rights Transformation Mechanisms” - Research Paperm



2. Policy advices

Eight policy advices are proposed here from the results of this research, given as
follows:
(1) Improve deliberation space design and hold more hearings for
controversial cases

It is advised to avoid a “public seclusion” ® design in deliberation space.
However, due to some current issues, including the unpredictable amount of
participants that makes it impossible to allow all public into deliberation space, and an
concern on the inefficiency and delay of deliberation procedure once each party is
granted time to voice their ideas, it is advised to think twice, before opening

deliberation space completely to public without supplementary measures.

We suggest to allow landowners and other stakeholders into deliberation space
only when a clear procedure rule is made, the deliberation committee establishment
rule is adjusted, and that the number of participants is limited and restricted to those
that are authorized by the owners. The rest of the public shall be confined in sit-in
room, where they participate with the process through TV screens. This maintains
respect for the landowners and other stakeholders, and enhances their participation
and acknowledgement with the process. Procedure rule should also be clearly defined

to avoid meeting delay due to interruption.

Second, under the current “hearing” system, controversial cases are likely to be
handled without proper attention due to the fact that the law stipulates to hold public
hearing regardless of the level of controversy involved in each case, and that the
human resource and time are therefore both limited. It is advised to establish an
applying system that focuses on “controversial cases” or even increases government
arbitration between landowners and implementers, or between other stakeholders and
implementers. This avoids wasting administrative resources while allowing finer
results with controversial cases. As to “uncontroversial cases,” on the other hand, it is
advised to decrease the number of or even skip public hearing to save manpower and

time.

* We do not specify the components of “public” due to the fact that the hearing space allows all types
of people; they may be landowners, other stakeholders, academics, or general public.
“Taipei City Government Urban Renewal Rights Transformation Mechanisms” - Research Paperm



(2) The government should play a role as, or introduce, third-party
notary institution, to cut off possible interest ties within urban
renewal and record the process

We advise the administration to play a role as, or introduce, third-party notary
institutions, such as establishing sole account for property appraising or other
professional appointments, so that money flows out from this account and prevents
direct contact between the implementers and related-parties. This not only prevents
professional bias and incentives for improper behavior within urban renewal, but also
fosters good supervision and management on private contract content. Under the
witness of third-party institutions, a mechanism of mutual trust can thus be

established, and can prevent communication stalemate between two parties.

However, such design relies on a strict deliberation on the composition of the
third-party institution committee, as well as their tenures. Members of such committee
should not have any direct or indirect interest ties with stakeholders, and they also
need to have certain professional qualification. Besides, it is advised to further study
the possibility of allowing representatives appointed by the self-help or other
organizations formed by landowners or other stakeholders into such committee, with a
tenure of one or two years. Other supplementary measures should also be further
studied and implemented upon future research.

(3) Amend article 46 of Urban Renewal Act to prevent “real
negotiation but false rights transformation” from happening again

Since it is difficult in practice to exclude joint-construction negotiation from the
process, we advise to amend article 46 of Urban Renewal Act and acknowledge
joint-construction negotiation’s contribution towards urban renewal, while
adopting tax breaks. The two systems can thus have the same starting point,
giving implementers choices according to their needs.

“Taipei City Government Urban Renewal Rights Transformation Mechanisms” - Research Paper



(4) Normalize profit by law, allowing financial transparency

Implementers are professional in urban renewal, and they spend large amount of
energy and time. Despite the risk management fee section includes implementer’s
profit under current urban renewal financial statements, the profit title is undefined.
This may prompt the implementer to reap from other financial items, or reap from
applying for bulk rewards, for the purpose of profit. In turn, this brings suspicion from
landowners, who think the implementers over-exaggerate their budgets and their costs,
causing dispute over the costs shared by both parties and distrust over implementer’s
quotation.

In the future, implementer’s profit should be clearly stated and defined in urban
renewal financial statements. It is advised to normalize such profit by a change of
name in future law amendment: risk management fee should be renamed as profit and
risk management fee, so that implementers’ reward related to its professionalism in
urban renewal is granted. Also, a more detailed contracting item price list should be
formed to ensure that there is no overstatement of other financial items. This may
solve the problem of excessively high mutual costs that impairs landowners’ rights.

(5) Give sufficient reward to case officers to make them feel proud
in work

Government officers in charge of urban renewal face enormous pressure, which
contributes to low retention rate and low administrative efficiency. We advise to give
sufficient reward such as official leave, bonus or periodic accolade, so that they feel
attached to work and develop a sense of pride, which contributes to stability in urban
renewal execution. In addition, we suggest increasing hiring and training to enhance
professionalism, or to outsource some of the tasks.

“Taipei City Government Urban Renewal Rights Transformation Mechanisms” - Research Paperm



(6) Strengthen policy communication to raise public’s interest

Currently, there is a lack of communication related to public welfare or
necessity entailed in urban renewal. People are prone to see urban renewal as merely
house reconstruction if the government fails to combine urban renewal and the city’s
future blueprint. Given such cognition discrepancy, the public is not inclined to
identify with actions such as bulk reward or coercive house tearing. We advise that in
the future the government set up a website dedicated to Taipei City’s urban renewal
plans, in which pictures and clips can show the blueprint of urban planning, and can
strengthen the linkage between those and the current urban renewal plans in process.

In addition, we advise to refine the criteria of bulk rewards, which entails
massive interests, so that it can serve as a guideline for administrative discretion and
thus lower landowner’s suspicion as well as lower implementer’s motives for
interfering discretion results through illegal measures, despite there is currently laws
that govern bulk rewards.

(7) Government helps to set up non-profit organization that serves as
professional consultant

Urban renewal, being a complex professional issue that deals with civil law,
land economics, property appraising, and architecture, affects general public greatly.
Despite the administration has helped to set up non-profit organization® that serves as
public consultant to answer people’s questions and reduce controversies, not many
people know such organization exists. We advise that the administration should
consider increasing the public’s understanding of, and trust on, such organization
through pamphlets, ads or proactive dialogues.

* Such as Taipei Urban Redevelopment Center
“Taipei City Government Urban Renewal Rights Transformation Mechanisms” - Research Paper



(8) Ensure that the property appraiser is just and professional

The righteousness of a property appraiser can be assured by measures as follows:

First, an appraiser list can either be provided by the administration, or provided
by landowners, implementers, and third-party notary institutions who each select its
own list. This is followed by drawing lot to determine which the final appraiser is. As
to cutting off the direct monetary ties between appraisers and the appointers, this can
be done by suggesting the government or third-party institution to allow landowners
to prepay their finances, maintaining appraiser’s neutrality and unaffected by
monetary issues. However, prepay finances may be too much burden for some
landowners, and it is a good topic for future research to pry into measures to cut off
monetary ties between a principal and its agent.

Furthermore, by establishing an “appraiser evaluation” system, appraisers’
professionalism can be assured. In it, the public can follow the progress and results of
current appraisers. If an appraiser does not match the appraiser evaluation criteria,
such appraiser is then disqualified from further urban renewal plans. This punishment
mechanism can ensure that appraisers’ professionalism is above par.

“Taipei City Government Urban Renewal Rights Transformation Mechanisms” - Research Pape
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