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ABSTRACT

The People’s Republic of China (the PRC) haé been developing her property industry under
marketing economic mechanism over last two decades, and the industry has become an
important industry in the Chinese economy. In line with the progress of property
development, significant progress has also been made in developing regulation and policy
systems in protecting the healthy development of the new industry. For improving the
industry, the Government has been issuing many regulatibns and policies both at local and at
central level for guiding and regulating the property industry. Revisions have always been
made to the existing policies. This is understandable as the new industry has been through a
growing process, which is subject to various changes and uncertainties in the market, and
policies need to be adjusted to deal with the uncertainties and satisfy new conditions. It is
expected that these changes and revisions will continue to happen in the future Chinese
property industry as China is still in the process of reforming its economy. However,
revisions and changes in policy would cause impacts to the business operation in the market.
There exist policy risks in operating business in the industry, which is subject to policy
changes. It is considered important to understand the policy risks in this industry thus proper
methods can be employed to manage the risks, which can bring the impacts of these risks on

business operation in the industry to a minimal level,

This study investigates the policy risks in the property industry due to the changes and
revisions in policy in China. The focus is given to studying the major policy risks affecting

the business operation in property development and investigating their impact pattern across
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the whole process of property development. A procedure model presenting the property
development process is developed for allowing that policy risks can be investigated at
different stages in the property development érocess. This is also used as the basis for
examining the different impact patterns of policy risks to different development procedures.
The study examines the policy environment and procedures for developing property in other
countries and regions such as Hong Kong. The characteristics of the policy risks in overseas
property industries are investigated as well. This examination provides basis for studying the

policy risks in the Chinese property industry.

Practical survey has been conducted to collect research data and support the analysis.
Statistical techniques are used to calculate risk significance index by which major policy risks
are selected. Case studies are also used to support the survey findings and enhance the
analysis. The model of policy risk pattern provides the basis for conducting the comparison
on policy risk management practice between Chinese Mainland property industry and the

industry in other countries or regions such as in Hong Kong.
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Chapter I . Introduction

CHAPTER - INTRODUCTION AND BACKGROUND

1.1 Introduction to the Study

Property development can be broadly considered as an industry in which developers build
buildings over or under land for occupation and at the same time gain the appreciated return.
In line with the population growth in the People’s Republic of China (the PRC) and the
demand raisings for the high-level production and living condition, the property development
industry is growing rapidly and gaining a sighiﬁcant status in the country. It has become an
important backbone industry of the national economy. The importance of property
development has been proven in other developed countries and regions, such as Hong Kong,
in which many enterprises directly or indirectly are involved in property development. The
experience gained in other countries or regions has made significant influence to the property

development industry in the PRC.

1980s brought significant changes in the leadership of the PRC. Following this, important
reforms in political policies were adopted to advance the .national economy. The principles
of managerial autonomy and material incentives along with the development of productive
forces and the correlation between production and market demands were applied to both
industry and .agriculture. Many of these principles were leamed from Western Countries
through economics and technology exchange schemes, brought about by the “Open Door

Policy” (Shen, 1990).
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The property development industry in the PRC started at early 1980s when the “Open Door
Policy” and reform program were introduced. Cohsiderable growth of the industry has been
made since then. Although there are not yet many large property development companies in
the PRC standing at the same level as those property giants in Hong Kong, such as Cheung
Kong (Holdings), Sun Hung Kai & Co, Henderson Land Development and New World
Development, those people who gained their first bucket of “gold” from the booming period
of the industry in early 1990s and they promoted as the middle or upper class in this country.
The benefits from property development industry have been well realized in the PRC,
therefore, an increasing number of investors are keen to join the industry to share the benefits.
In line with such development, the Chinese Government has been introducing and

implementing various laws and policies for ensuring the proper growth of the industry.

As property development industry is a relatively new industry in the PRC, it requires a
significant period of time to establish a proper legal system, adjusting regulations and policies
is common in responding to various uncertainties across all aspects in the society. These
policy-related amendments often cause significant changes and losses to the businesses
engaging in property developments. This is echoed by the common sense that property
development is a higher-risk business although higher risks are usually interpreted of
generating higher returns. Therefore, the investors in property development consider
managing risks as one of the most important management activities for getting high retum
and avoiding or reducing their chance of loss. Reducing the impacts of nsks is also an
essential element to the healthy development of property industry. Furthermore, property

development is an industry that closely relates to human being across many aspects. It is
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reasonable that the Chinese Government issues the policies or adjusts the regulations to
supervise the operation of the industry in order to bring benefits to people and reduce the
negative impacts to péople’s life. In addition, the development and changes in Governmental
policies also have significant influence in related to the investor’s return in the property
development. Policy changes carry on uncertainties and risks to developers’ interests. The
study for proper understanding of policy-related risk factors and adequate methods of
controlling these risks is therefore considered as an important issue to both of the industry

development and protecting the interests of professionals who work in this industry.

1.2 Background

China is a developing country where the market economy has been established since the
introduction of the Open Door Policy in early 1980s. In recent years, significant progress has
been made in developing market economy system. Property industry has achieved significant

progress in line with this development.

Housing was badly underdeveloped in the oid days in Mainland China. The rapid increase in
the demand for housing and property is the driving force of the property development in the
PRC over previous years. The property development industry also becomes one of the major
business sectors in China economy. The understanding about the background of this process
will build up the basis for examining the policy changes in developing property market in

China.
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1.2.1 Land and housing supply policy under planned economic system in the PRC

The planned economy had been implemented for over 40 years since the establishment of the
PRC in 1949. There was no property business in old days but welfare housing system. The
Chinese Government used to adopt the socialist system characterized with planned economy.
Land resources were centrally planned and allocated to various types of users without any
charges and all users were public bodies. At that time, the welfare housing policy was the
only one policy adopted in the country, by which the Government assigned houses to the
citizen with a very low rental, and on the other hand, house transfer is not allowed between
the users. Under such practice, all houses were owned by the Government only and the

property market did not exist (Li, 1999; Louey, 1996).

In early 1980s, when the Open Door Policy was adopted in the PRC, the Government
realized that the land is a very important resource for developing the national economy. In
order to use such important resources effectively, the Government started to implement a land
reform system and a new housing system. In 1988, the land use rights for property
development was the first time granted to the user with a fee in Shenzhen. However, the
complexity of the practice has been presenting various problems and uncertainties in the
development process. To solve these problems and improving the practice, changes and
revisions on various policies and laws are taken at times in order to improve the effectiveness
of the legal system. The current policy system for property development is still under
reforming and this process will continue in order to meet the requirements/commitments of
China’s WTO entry thus changes and revisions on policies are still expected in the coming

future.
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Comprehensive literatures have been developed in studying the property development in the
PRC, mainly focusing on business environment, finance and marketing in Chinese property
market. However, it seems that little research work was devoted to study the policy-related

risks in the property development in the PRC.

1.2.2 History of the construction industry and property policy in the PRC

Land ownership was categorized into State Owned and Collective Owned when the Central
Government of the PRC was established in 1949, denoting ownership by the Chinese
Government and the collective units such as village production teams and farming collectives.
At that time, houses and buildings in cities were allocated by the relevant authonties to the

units for their use.

The launching of the Open Door Policy has influenced the Chinese Government to accept the
principles of the market economy and to apply in the PRC. A remarkable rate of annual
economic growth has been noted since the implementation of the policy. Having achieved
significantly economic progress, the Chinese people have begun to seek for a better life
quality, such as having better housing condition. The {ntroduction of the new housing reform
policy in 1980s has brought a large number of investors to the property development industry.
These investments have brought good progress in developing the construction industry and
the property market. [n fact the property industry in the PRC has been in good progress with
a very high growth rate and become a very important industry in the national economy.

Large property development companies from both local and overseas have been established

1-5
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simultaneously, for example, China Overseas Land, Beijing North Star, China Vanke Co Ltd,
Henderson China Holding, New World China Land, etc., which are among the listing

companies in China or Overseas’ stock exchange market now.

In 1998, the Chinese Government declared the abolishment of the old welfare house system
in the whole country. This development provided opportunity for accelerating the growth of
the property development and property market. In line with this development, there was a
strong need for establishing a proper legal system to protect the health development of the
new market sector in the PRC. The development of legal system and relevant policies have
gone through several major stages, from subjective rule by leader, establishment of legal
system, to revising and improving policies and regulations, such as the revision of the macro-
control on the economy. Nevertheless, each development or change of these policies did
have significant impacts to the property development industry. The history of developing
these policies and regulations demonstrates that the change of policies can bring loss to the
business professionals in this industry. In other words, property business engages policy-

related risks.

1.2.3 The implication of risks to property development in the PRC

It is commonly accepted that the property development industry could bring higher return to
investors in comparing to other industries. This is a particular case in the PRC. However, a
highly profitable investment usually carries higher risks of loss. The success or failure to a

property developer depends to certain extent upon the way of managing nisks. Previous

1-6



Chapter | Introduction

studies suggested that the construction industry has a poor reputation in coping with risks,
many projects failing to meet deadlines and cost targets (Thompson and Perry, 1992), and the

practice in China is similar.

Traditional studies have identified a comprehensive list of risk factors in the operation of
property business and a number of techniques have been developed for managing risks.
However, these identifications were based on individual property development projects, and
most of them are one-off identifications. In fact, the impacts of risks on the objectives of a
specific project will change at different stages during the property development process.
Little existing research works contribute to analyzing how risks change their impacts in the
property development process in the PRC, in particular, policy-related risks, which will be
the focus of this study. For reducing the impacts of policy-related nisks in the property
development, it is very important to understand the nature and the changing pattern of policy-

related risks in the property development in the PRC.

1.3 Objectives of this Research Study

The background studies undertaken in the previous sections provide basis for formulating the

objectives of this study, which are described as follows:

Objective 1: to formulate a model of the property development process in the PRC

Since this study is deal with policy-related risk factors in the property development in the

PRC, it is necessary to examine the contents of the property development process. Such
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examination will lead to formulate a model of the property development process. Property
development is a complex industry comprising many stages. Previous literatures suggested
property development process in the developed countries or regions following a similar
model. Although there are some descriptions about the property development process in the
PRC in the existing literatures, little research work has been done to investigate the process as
integrafion. Thus, one of the objectives of this study is to formulate a model of the property

development process in the PRC.

The undertaking of this objective involves the review on the definition of the property
development process in the PRC established by the other researchers and the experience
gained by the professionals in the practice. In this model, the property development process
in China is divided into four major stages: (a) the stage of feasibility study; (b)A the stage of
construction preparation; (c) the stage of construction process; and (d) the stage of property

disposal and property management.

Objective 2: to identify the policy-related risks in the property development process in the
PRC

As above-mentioned, the higher the investment return, investment involves, the higher the
risk. Property development is an industry that can generate a higher return but also higher
risks. The nature of the industry is closely related to the people’s living. In order to protect
the public interests, the Government is responsible for supervising the operation of the
industry by issue laws and policies. Policy is a portion of the legal system issued by the

Central or Local Administration Department/Authorities.
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In the PRC, the policy system adopted in the property development industry is still in the
process for reforming and revising. Changcs,l uncertainties and risks obviously exist.
Although previous research works present substantial amount of literatures on risk
managements in the property development in the PRC, little works have been focused on
policy risks. This focus will be given in this study, namely to have an in-depth understanding
on those policy risks and their regularity in the property development process in the PRC.
Major policy risks will be defined and the pattern and the regulanty of these major factors

across various stages in the property development process will be assessed.

Such examination will provide the base for analyzing the impact of these risks, which will be
followed by establishing the model about the distribution pattern of the policy risks across
various stages in the property development process in the PRC. The formulation of this risk
model is based on the information obtained from both literatures and practical surveys to the

professionals in the construction and property development industry in the PRC.

Objective 3: to examine the influence patterns of major policy-related risks along the

property development process in the PRC

After the establishment of the policy risk model in the property development process in the
PRC, the occurring possibility distribution and the impact degree of the major policy risk

factors will be formulated and modeled. The influence patterns of the major policy risk

-9
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factors along the property development process can be examined. This will be conducted

through case studies.

In researches, it was pointed out risk management can involve identifying, analyzing and
responding to risk factors (Uff and Odams, 1995). The pattern of the policy risk factors is the
foundation stone of the policy risk management. In order to carry out the policy risk
management, it 1s crucial to identify and analyze the characteristics of the policy risk factors
in this study. And then suggestions will be provided for managing policy risks in the process

of property development in the PRC.

1.4 Methodology of the Study

In summary, the first step of the study is to examine literatures and define policy risk and
examine such risk factors in the existing practice of the property development process in the
PRC. According to the definition of risks and the property development process model in the
PRC, questionnaires will be developed for 1dentifying major policy risk factors across the
property development process. In the third stage, the survey result will be analyzed by using

statistical techniques.

Existing literatures will be comprehensively reviewed for establishing in-depth understanding
of the property development process and the typical risk factors associated. This information

will be used as the basis in formulating the Property Development Process Model in the PRC

(the PDPM).
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In the developed countries or regions, the property development process has been well
established, which can be used as reference for examining the PDPM. The establishment of
the PDPM will also take reference from existing research works on the property development

processes and the practice in the PRC.

Policy risk factors checklist will be formulated by referring to literatures and used to identify
the policy nisks in the PDPM., Practical surveys will be conducted to assess the
comprehensiveness of the identification of policy risks. Indexing method will then be used to

determine the major policy risk factors.

By referring to the checklist, the policy risk factors in the whole process of developing a
property project can be identified, which is the focus of this study. Examination will be
carried out on the occurrence possibility and the impact degree from the major policy risk

factors.

This part of work will be conducted through comprehensive data analysis and surveys to
professionals in the PRC property development. Questionnaires were specially designed to
ensure that proper data would be obtained. The policy nisk factors across all stages in the
PDPM will be analyzed and presented in the form of frequency distnibution and the impact

degree.
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It is considered that there is little regular relationship between the risk occurrence possibility
and its impact degree to the property development, the risk occurrence possibility and its

impact degree are investigated respectively.

By applying statistical techniques to the survey data, the models or patterns of the occurrence

possibility and the impact degree of various risks at various stages in PDPM are to be

established.

Firstly, validation will be conducted to the data collected by the questionnaires. Data will be
grouped and presented in table format. The table comprises the judgments of the respondents
to each policy risk factor in term of their occurrence possibility and significance of impact

across all stages in the PDPM.

Secondly, statistics method will be applied to assist in analyzing the data. In this stage,
arithmetic mean, standard deviation, radar chart and co-standard deviation are to be

developed for demonstrating the analysis results.

With the help of these statistics tools, the comprehensive impact degree of risks in each stage
of the PDPM and the rank index of the respondents’ judgment on risks will be calculated by
adopting arithmetic means and standard deviations. The results will be presented with

diagrams and charts, presenting the impact degree of major policy risks and their occurrence
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possibilities across various stages in the PDPM. By using these calculation results, the major

policy risks at each stage in the PDPM will be identified.

Finally, based on the analysis result, the characteristics of the major policy risk factors in the
PDPM will be presented. And then, the analysis results of the major policy risk factors

pattern will be further discussed through investigating two case studies.

Two cases will be used to examine the implications of the analysis results in this study. By
using these cases, the comprehensive impact degrees of the major policy risk factors will be
demonstrated. The case studies also demonstrate the significance of examining major risks

and taking property management methods in the process of development in the PRC,
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CHAPTER II - RISK AND UNCERTAINTY

All human endeavor involves risks, such as automobile and plane crashes, toxic chemical
spills and explosions, nuclear accidents, food contamination, the spread of AIDS, etc., the list
goes on. Risks abound and people are increasingly aware that no one is entirely safe from the
ha.zards of modern living. Risk reminds us of our dependency, interdependency and

vulnerability.

In common usage, risk has a wide range of connotations: fear of spectfic hazards, concern for
the interdependency of humans and technological systems, uncertainty regarding financial
gain or loss, fear of the malevolent forces of nature, or the thrill of adventure, or worry about

the competence and trustworthiness of those who manage risks (Jaeger, et al. 2001).

Risk factors, which can influence the return of the investment, are commonly defined in
broad terms. Many researchers and scientists have developed sophisticated models and
management techniques for risk management. These include such techniques as sensitivity
analysis, utility theory, and simulation theory. There have been numerous attempts to deal
with the underlying theoretical concepts of risk and the managerial techniques used to
identify, analyze and respond to risk. In the relevant analysis about risk and risk management,

various definitions of risk have been established in their literatures (Shen, 1990).
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2.1 Literature Review

The literatures about risk and uncertainty have been well developed and are of rich contents.
The proper undertaking of this study will be based on proper and comprehensive
understanding on the relevant literatures. In particular, the literatures about the risks in the
property development in developed countries and regions and in the PRC will be reviewed

here.

2.1.1 The definitions of risk and uncertainty in the property development

Collins Cobuild (1995) gave a general definition about the risk and uncertainty in their
dictionary. They defined the risk as: (a) if there is a risk of something unpleasant, there is a
possibility that it will happen; (b) if something that you do is a risk, it might have unpleasant
or undesirable results; (c) you say that an object is a risk when it is likely to cause danger; (d)
nisk is also used in these phrases; (e) if you risk something unpleasant, you do something
knowing that the unpleasant thing might happen as a result; (f) if you risk an action, you do it,
even though you know that it might have undesirable consequences; and (g) if you risk
someone’s life, you put them in a dangerous position where they might be killed. In the same
dictionary, uncertainty is 'interpreted as: (a) when there is an uncertainty, people do not know
what will happen or what they should do; and (b) uncertainties are things, especially future

events, which no one is certain about.

From another angle, Pouliquen (1979) pointed out that risk analysis is essentially a method of

dealing with the problem of uncertainty. Uncertainty usually affects most of the decision
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variables, which are combined to obtain a cost estimate, an economic rate of return or net
present value, a financial return, or any of the other indicators. These variables are usually
used to evaluate a project. Sometimes uncertainty is assessed by combining estimated values
as all input variables, chosen in such a way that they yield a conservative estimate for the
result of the analysis. In other cases, uncertainty is given with the best estimate value, that is,
the value that we think is most likely to be achieved. By this definition, uncertainty is

thought the same as risk used in the risk analysis.

But Uff and Odams (1995) both argued that risk is the chance of an adverse event. More
technically, risk is the combination of the probability or frequency of occurrence of a define
hazard and the magnitude of the consequence of that occurrence. Thus, risk is a measure of

the likelihood of a specific unwanted event and its unwanted consequences or loss.

After conducting comprehensive analysis, Byrne and Cadman (1984) described risk and
uncertainty for their study as that, uncertainty lies at the root of the process of property
development which is essentially concerned, with the manufacture of a product in
anticipation of an unknown future demand. I[ndeed, if it were not for the constraint upon
supply imposed by the policy of town planning, it would rank as one of the most speculative
activities. Such activity involves relatively large amounts of capital for the product that is
fixed both in time and space. Yet the property development industry has largely 1gnored the
methods of formal nsk decision analysis adopted extensively in other industries. Uncertainty

is taken to be anything that is not known about the outcome of a venture at the time when the
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decision i1s made. In contrast, risk is taken to be the measurement of a loss, identified as a
possible outcome of the decision. This is as a typical and rigorous definition about risk and
uncertainty from a technical analysis angel, which separates uncertainty and risk clearly.
Similar definition is adopted by many researchers in risk analysis or risk management

directly or indirectly.

Li, et al. (1998) in their literature suggested that in short word, the risk is the probability of
the uncertainty event and the loss of the happening results. The characteristics of risk can be
recognized as: (a) objective reality; (b) undetermined; (c) estimated; and (d) dualism of the

result.

Shen (1990) referred risk as a lack of predictability about outcomes or consequences in a
decision or planning situation. A common view of risks is that it can be thought and
concerned of in terms of variability or uncertainty. Risks can also be interpreted as a lack of
predictability about outcomes or consequences in a management decision situation. Risk is
| therefore, related to the outcomes and the concepts of chance, such as the probability of loss
or probability of gain. Hence, risks normally comprise three essential elements: (a) the
number of possible outcomes; (b) the value (magnitude) of each outcome; and (c} the

probability of the occurrence of each outcome.

For the further risk analysis, he divided the risks with different types, such as the controllable

and the uncontrollable risks, the dependent and the independent risks. Controllable risks are
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those risks, which a decision maker undertakes voluntarily and whose outcome is, in part,
within his or her direct control, this contrast with uncontrollable risks, which the decision
maker cannot influence. Dependent risk is that when undertaking any risk evaluation, the
question of dependence, or otherwise, between the risks has to be considered and
assumptions have to be made. These concepts are very useful in implement of the risk

analysis and the risk management.

Lifson and Shaifer (1982) recognized that uncertainties exist with respect to desirable as well
as to undesirable consequences and that all such uncertainties influence the choice of
alternative in decision analysis. Rather than introduced special terminology to refer to the
chance that consequences might be better than expected, risk was defined as the uncertainty
associated with estimates of outcomes. Therefore, risk means that there is a chance that

results could be better than expected as well as worse than expected.

Jaeger, et al. (2001) had another opinion, suggested risk as: a situation or event in which
something of human value (including humans themselves) has been put at stake and where
the outcome is uncertain. In order to avoid certain confusions contained in other definitions
of risk, it is important to point out several key features of this definition. First, expresses an
ontological state of the world. Risk captures the duality that humans are embedded in
uncertain environments - natural and human-made. Second, it explicitly states (uncertain but
involving human stakes) that are properly conceptualized as risk. Third, it embeds the

conventional definition of risk (as the probability of an occurrence or event multiplied by the
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value of the outcome of the event). Fourth, it is robust, in that it subsumes both undesirable
risks (the dominant concern of the field) and desirable risks, such as adventurous
undertakings or investments in which risks are engaged in for thrills or similar satisfactions.
By this definition, all risks carry with them either danger or opportunity - potential for loss or

gain.

2.1.2 Conceptual differences between risk and uncertainty

Byrne (1984) pointed out that we have been using the terms ‘uncertainty’ and ‘risk’ in a
rather colloquial form. If, however, we wish to take our study forward on a more rigorous
basis we must define these terms somewhat more precisely. For the purpose, uncertainty is
taken to be anything that is not known about the outcome of a venture at the time when the
decision is made. In contrast, risk is taken to be the measurement of a loss, identified as a
possible outcome of the decision. “Loss” need not be measured in purely monetary terms and
may be as much perceived as actual. As we shall see the adoption of these interpretations
about uncertainty and risk has the advantage of making a distinction between uncertain
variables in the decision model and the potential risks of specific project as a whole as

perceived by the decision-maker.

Shen (1990) presented that commonly, risk applies to quantifiable aspects of uncertainty, and
this will continue to exist in the figures used in risk analysis. Although in a practical situation,
the distinction between risk and uncertainty is not critical; the concepts of risk must strictly

reflect the realities of a specific decision situation. For example, the change of a
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Government’s policies may not be a risk to a Western construction firm, but it is an

uncertainty.

Enever and Isaac (2002) wrote that in statistics, risk relates to a situation where a probability
or weight can be assigned to a possible outcome arising from a decision, while uncertainty is
the situation when the likelihood of the outcome are unknown, and hence no measure of

probability can be made.

Generally, in practice of implementing risk analysis and risk management, the uncertainties
can be separated into two sectors, (a) the risk, its degree of the uncertainty in the investment
can be known by the analysis; (b) the uncertainty, its degree of the uncertainty cannot be

known.

2.2 The Definition and the Categories of Risk in this Study

Many researchers in existing literatures have described and defined the risk and uncertainty
respectively. Referring to the definitions in these literatures, this study adopts the following

definitions about risk and uncertainty:

Risk is taken to be anything that the outcome of a venture at the time can be estimated

when the decision is made, and if it cannot be estimated, uncertainties prevail.
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The definition of risk assumes the foundation of our research. In this definition, the result of
risk in an event can be estimated. By the characteristics of risk, risk occurs with regularity
and possibility in the practice, so the risk analysis can be carried out in the practice, such as
the risk by airplane crashing lead by the reason of machine overrunning. Consequently,
certain management methods can be employed for responding the risk. On the other hand,
the uncertainty occurs randomly and its result cannot be estimated, such as the traffic

accident in the road to passerby, who cannot estimate the uncertainty on the road.

Risk identification, which will be discussed below provides an understanding of the nature of

risk. It helps to identify and characterize the types and source of risk.

2.2.1 Types of risk

In this study, the risk is classified into various types, such as assets related risk, business risk,
financial risk and capital related risk. The distinction between business risk and financial risk
can be generally made. Business risk is associated with asset risk, which includes capital
expenditure, gross possible income, credit loss, operating expenses, etc., and it is described as
the probability that the expected level of productivity return from the invested asset will not

be received. Business risk can be further divided into pure risk and speculative risk.

Pure risk is sometimes called static risk, non-market risk or unsystematic risk. It exists when
the potential outcome has a risk of no potential gain and is related to physical cause and

effect, occurs at random and is beyond the control of the decision-maker. Speculative risk is
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sometimes called dynamic risk, market risk or systematic risk. It involves the possibility of
both gain and loss for a business. This kind of risk is related to changes in general business

conditions.

Financial nsk refers to the extra risk for a business created by debt financing. It is the

probability that the expected or required rate of return on total capital will not be realized.

2.2.2 Source and effect of risk

In the risk analysis, it is necessary to understand the characteristics of risk, such as to
distinguish the source and effect of the risk. Because it is not always obvious to think in
terms of the source, the event and the effect of risk, risk identification is emphasized mainly
on risk sources by two ways, controllable and uncontrollable risk or dependent and

independent risk.

The controllable risk is the risk where the outcome of it can be wholly or in partly controlled
and the decision maker can undertake voluntarily. This contrasts with uncontrollable risks,
which the decision maker cannot control or influence the result of the risk. However, in
different countries or regions whether a risk is a controllable risk or not, such as the risk of
the urban plan is a controllable risk in the developed countries or regions, but it may be an
uncontrollable risk in other éountries. There are many typical examples in the property
development in the PRC, such as the risk related to the change of the Government macro-

economic policy, which is an uncontrollable risk.
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Furthermore, the dependent risk can be influenced by other risks, and occurs at various stages
of an investment process. The independent risk will not be influenced by other risks and only
occurs in one stage of an investment process. For instance, the risk of supply changes of land
use is a dependent risk across the stages in the property development process, which occurs in
more than one stage across of the whole property development process. On the other hand,
the risk of using lower quality building materials in construction process is an independent

risk, which only occurs in one stage.

As we mentioned the above, risk occurs in every industry of the world, comprising the
property development industry. In this study, we focus only on the possible loss which
relates to the policy risk in the property development in the PRC, such as cost overrunning,

time overrunning, poor quality of the project, etc.
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CHAPTER 1III - INVESTIGATION TO THE PROCESS OF
DEVELOPING PROPERTY IN CHINA

Property development is a complex industry and it is also an important element for the
economics and human life across all countries or regions in the world. The Chinese property
development industry and property market has been established in the recent years. There is
a difference of this industry between that in the PRC and in the developed countries or
regions, such as the Western World and Hong Kong. Therefore, it is necessary for this study
to examine the property development process established by other researchers in the
literatures, and then to assist in establishing the property development process model in the

PRC (the PDPM) for this study.

3.1 Introduction to the Property Development Process

Property development industry has a long history in the developed countries. Substantial
literatures have been developed in studying the property development process and the major

literatures can be critically reviewed as fol]owing:'

Byme and Cadman (1984) pointed out that the definition of the property development given
by Pilcher Report (HMSO Report, 1975), comprises six tasks: the perception and estimation
of demand for new buildings of different types, the identification and securing of sites on
which buildings might be constructed to meet that demand, the design of accommodation to

meet the demand on the sites identified, the arrangement of short and long term finance to

3-1



Chapter III Investigation to the Process of Developing Property in China

.

fund site acquisition and construction, the management of design and construction and the

letting and management of the completed buildings.

Furthermore, they argued that the property development could be divided into three parts:
‘acquisition, production and disposal. The first part of the process comprises the acquisition
of the land upon which the development is to take place and the acquisition of the appropriate
planning permission. The second part comprises the construction of the building or buildings.

The third part comprises their disposal both for occupation and investment.

Cadman and Austin (1991) described that the main stages in the property development
process can be summarized as: initiation, evaluation, acquisition, design and costing,

permissions, commitment, implementation and let/manage/dispose.

Property development is initiated principally by a user looking for a site, or a site looking for
auser. Itinvolves many stages, and these stages may not always follow a particular sequence
and often run in parallel. Evaluation is a vital stage in the process and responsibility for
conducting evaluation ultimately rests with the developer. The process 6f evaluation needs to
ensure that the cost of the developmeﬁt 1s reasonable in relation to its purpose and is likely to
be covered by a satisfactory return. Design is an almost continuous process, getting
progressively more detailed as the development proposal increases in certainty. Following
that, the acquisition of planning permission is necessary. The prudent developer must clear

all legal permission hurdles before commitment to the development. For ensuring that the
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development 1s carried out at the appropriate speed, quality and cost, it may best be achieved
by employing a project and/or construction manager to co-ordinate the design and build
functions in an optimal manner. Let, management and disposal need the developer to be at

the forefront and to decide the letting and sales strategy.

Gatepain (1995) described that the definition of property development according to the Town
and Country Planning Act 1990, UK is: “the carrying out of building, engineering, mining or
other operations in, on, over or under land, or the making of any material change in the use of

any buildings or other land”.

The development process can be divided into five stages, though these are not autonomous
and each will draw information from and affect the others. The five stages are conception,

evaluation, planning, construction and disposal or use.

3.2 Property Development in the PRC

It is generally known that the basic necessities for human society are food, clothing, housing
and transportation. Similarly in China, the property development is one of the most important
backbones to national economy these years. Both in the past time and present, housing has

been always a major issue concerned by the Government and its people.

With compare to the developed countries or regions, the property development in China has

many special difficulties due to the program of reform, which the industry is undergoing. It
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is a new industry in the PRC, which has a history of about 20 years only. In China, the
construction industry was traditionally treated as a public service by the Government before
1980. The property market and property development industry was established after the

Open Door Policy introduced at early 1980s.

With such huge population, housing is a very complicated and comprehensive problem to the
people and the Government in the PRC. Along with the reform of the economic systems and
housing system, the property development has become a much more important industry in the
Chinese economy. In recent years, the changes and reforms on policies have provided good
business opportunities in using land and developing property industry in this country. Many
commodity buildings, including residential, commercial and industrial buildings have been
erected in recent years in this country. Significant proportion of these properties has been
developed by overseas or joint venture development companies. These are the benefits
gained from the reform of the land use rights system and housing system. In sight of the
construction industry reform, the reform of urban land use rights system and reform of
housing system are the most important aspects. For implementing these reforms, a set of

relevant laws and policies has been issued.

3.2.1 The reform of urban land use rights system in the PRC

Land ownership system and the land use rights system in the PRC are much different with
that in other countries or regions. From the establishment of the PRC, the public ownership
for land has been adopted for over fifty years. The land ownership rights are defined as the

state-owned or the collective-owned by laws. In the planned economies, the state decided
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who needed what and how much. Site location was of little importance as enterprises were
not competing with each other for profit maximization or the political atmosphere prevailing
at the time when an application for land is made. Since land users in planned economy did
not need to improve their economic efficiency as much as their counterparts in the market
economy, the allocation of land may not accord with efficiency principles (Li, 1999). At that
time, many users requested more site area than they needed. because it is free in charge. The
only positive aspect of the free land situation was that low-rent housing could be enjoyed by
almost all the workforce of the state enterprises. In the majority of cases, if land is not
allocated according to the economic efﬁciepcy to the user but to a certain set of political

cniteria, it could distort the whole supply and demand system.

In China, the reform of urban land use rights system launched in late 1980s was partly driven
by the overall economic reforms and the Open Door Policy advocated by the Chinese leader,
and partly evolved out of the negative consequences of the state-owned land allocation

system.

In 1987, the testing for new policy issuance for transferable land use rights in the free market
in some cities, such as Shenzhen and Clause 4 of Article 10 of the constitution was amended
as ‘the land use rights can be transferred in accordance with the law’ in 1988. With this
amendment, a leasehold market was created in the PRC and land still belongs to the state on
behalf of the people. Interim Regulations of the PRC on Granting and Transferring the Right
to the Use of State-owned Land in Cities and Towns were also issued by State Counci! in

1991 and it separated the land use rights from ownership rights. Article 12 and 13 of this
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regulation described the land use term and grant types such that ‘The maximum duration for
land use rights to be granted shall be determined according to the following purposes listed:
(a) 70 years for residential use; (b) 50 years for industrial use; (c) 50 years for educational,
scientific and technological, cultural, health and sports purposes; (d) 40 years for commercial,
tourism and recreational activities; and (¢) 50 years for general or other purposes;’ and ‘Land
use rights may be granted in one of the following ways: (a) agreement; (b) bid; and (¢)

auction’ (State Land Administration Bureau, 1992).

From testing for grant of urban land use rights in Shenzhen in 1987 and the legal system
changed in China, the grant of urban land use rights has been carried out in the country and
the land market was established. The reform of land use rights system has led to that the land
use rights can be granted to the occupiers for their uses. Previously, land use rights were not
allowed to transfer under the laws and at that time there was no property development and

property market in the PRC.

3.2.2 Housing system reform and the establishment of the property market in the PRC

The housing problem caused by the state land allocation system is also reflected in the
housing supply. In the PRC, the genuine welfare housing system was adopted over three
decades from 1950s and the houses were allocated to the staffs with a symbolic rental at that
time. There was no property market for property transaction or lease in those days in the
PRC. Housing was viewed as non-productive and enghged a low development priority,
amount of living space per person was to 3.6 sq m in 1978. Since the Open Door Policy

introduced, the high growth of the national economy brought the people needs of better living.
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And the Government began to invest more in housing. The average living space per person
had increased to 10.3 sq m at end 2000 (Walker, et al., 1998). The following table shows the

development of the economy and the people living level in this country.

Table 3.1 Main Indicators of Eéonomic and People Living in the PRC

1978 1980 1990 2000
Gross Domestic Product (RMB100 | 3,624.1 4,517.8 18,598.4 88,189.6
million)
Per Capita Gross Domestic Product | 379 460 1,634 7,078
(RMB)
Saving Deposit in Urban and Rural | 210.6 3995 7,119.8 64,332.4
Area (RMB100 million)
Per Capita Annual Disposable 3434 - 477.6 1,510.2 6,280.0
Income of Urban Households
(RMB)
Per Capita Net Living Spacein - | 3.6 3.9 6.7 10.3
Urban Areas (sq m)

(State Statistics Bureau, 2002)

For the purpose of establishing market economics and improving the standard of people’s life,
the Chinese Government introduced the housing reform policy to open up and commercialize
the public housing market. Housing reform received early attention in China because the
privatization of hoursing was i1deologically less contentious than that of land. The successful
housing reform program has provided the basis for the authorities to set up the urban land
market (L1, 1999). As the result of the reform of the welfare housing system, the China

property market was established in 1980s.
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In the property market, the commodity houses can be transferred or leased. At the early stage
of the reform, the welfare housing system and commodity housing system existed
simultaneously in the PRC. Under such system, some pedple could be allocated with the
welfare housing by the Government and the others had to buy property in the market. The

Government had to spend a lot for maintaining the welfare housing system each year.

In 1998, the final step of housing reform was carried out with the Central Government
deciding to rescind welfare-housing system with cashing housing system from the end of that
year. The demand for houses could be satisfied through the property market from that time

and a true property market has been gradually established in this country.

In line with the reform of the construction industry in China, reforms of urban land use rights
system and housing system can be seen as complementary rather than individual reform

programs.

3.2.3 Important situation of the property development in the PRC

Since the reform of housing system, especially after the Chinese Government declared to
abolish the welfare house system in the country in 1998, the property development is
lconsidered as a new growth point of China’s GDP (value-added of the tertiary industry by
property development sector rose from RMB36.82 million in 1991 to RMB152.84 billion in

1999). The welfare housing system stopped at the end of year 2000, and brought unexpected
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good business opportunities for the property developers/investors in the PRC. Table 3.2

shows the growth of the Chinese real estate industry.

Table 3.2 Main Indicators of Real Estate Industry in the PRC

1997 1998 1999 2000
Numbers of Enterpriseé 21,286 24,378 25,762 27,303
Average No of Employed | 683,200 825,900 880,300 971,900
Persons ‘
Investment Completed | 3,178.37 3,614.23 4,103.20 4,984.05
(RMB100 M)
Floor Space under Construction | 44,985.5 .| 50,770.1 56,857.6 65,896.9
(10,000 sq m)
Floor Space Completed | 15,819.7 17,566.6 21,410.8 25,1049
(10,000 sqm) -
Floor Space of Selling House | 9,010.2 12,185.3 14,556.5 18,637.1
(10,000 sq m)
Total Revenue (RMB10,000) 22,184,557 29,512,078 30,260,108 45,157,119

(State Statistics Bureau, 2001)

Since the property development industry started to play a very important role in the country’s
economic system, the Central Government has been keen to develop the industry as the
backbone for the economic growth in the country. Therefore, a lot of laws and policies
related to this industry have been issued by the Government authorities to standardizing and

accelerating the property development in the PRC.
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3.3 Investigating to the Characteristics of the Property Development
Process in the PRC

In the past two decades, the property development had big progress in the PRC and the
property development process is going towards the international standard. However, for the
property development as a new industry, there are few research studies on the model of the
property development process in the PRC. The typical literatures described the process of the

property development in the PRC can be higﬁlighted as follows.

Shen (1990) pointed out that the condition of the Chinese construction industry in the past
decades was very unsatisfactory until early 1980s. It used to be considered as a non-
production department, but rather a consumption department within the national economy.
The development of the industry had been limited by interference from the Government and
manipulated at the whim of political policies. The Chinese construction industry is currently
still undergoing a reform program, a program that has brought many changes. But the
changes to a market-driven environment have also induced risks to the business activities in

the industry.

Li, et al. (1998) argued that the property development process could be divided into three
stages: feasibility study, construction implementation including financing and construction

process, and disposal of the properties.
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The feasibility study is the initial basic stage in the process of the property development. It
comprises preliminary feasibility study, technical study and economic study of the potential
project. This process is of vital importance for the whole project process and research and

analysis about the property market of the concerned project are particularly important.

The construction implementation is the stage at which the property investment plan is
implemented. This stage consists of the activities of the land use rights acquisition, capital
raise to architecture and construction process. In particular land acquisition is a complicated

issue and normally involves various legal problems in the practice.

The stage for the disposal of the properties in the investment process is expected to produce
income. It is the realization of the investment return in the project, which comprises the sales,

lease and management of the property in the development project.

Liu, et al. (2001) proposed that the process of the property development comprises eight steps,
including investment opportunity finding, the investment opportunity selection, land use
rights obtaining, project planning, design approval issuance, contract signing, construction
works and evaluation for construction quality of the project, property sales, lease and

management.

Tsui and Shen (2001) presented that the property development is a complex industry related

to the input of manpower and material resource. Currently, the property development
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industry in Mainland China is going toward the international practice. The procedure of the
property development in China can be divided into six stages: (a) opportunities selection and
decision making; (b) acquisition of the land use rights for the development project; (c) project
design and plan approval; (d) project finance and joint venture contract signing; (e) project
construction and evaluation for construction quality of the project; and (f) property lease or

sales and property management.

In general, there are various descriptions about the property development process in the PRC,
which is different to certain extent to develdped countries or regions, such as acquisition of

land use rights, the supervision of the completion project, etc.

3.4 Property Development Process Model in the PRC (the PDPM)

The above discussions on the process of the property development in both overseas countries
and in the PRC have provided valuable basis for building up the PDPM for this study. The
PDPM is constructed to comprise four major stages: (a) feasibility study (including
identifying potential development project, site investigation, feasibility study report preparing
and decision making, etc.); (b) construction preparation (including the acquisition of the land
use rights, design of the property development project, planning permission for the property
development,letc.); (c) construction process (including tendering for the project contractors,
construction works, issuance of the certificate on the acceptance of the completed
construction quality, etc.); and (d) property disposal (including lease, sales and pre-sale,

promotion, etc.) and property management. This model is demonstrated in Figure 3.1.
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identifying potential property development or

property redevelopment site

2. information collection (including the information
Stage I: related to politics, property market, urban planning,

finance, transportation, environmental protection,
Feasibility

Study

etc.)

3. detail site investigation (including the environment,

the transport, etc.)

4.  financial analysis of the proposed project and draft

feasibility study report preparation

5. negotiation with the relevant Government authorities

or landlord for land use rights acquisition

6. detail feasibility study report preparation and

l

tand use rights of the proposed site acquisition

decision making

Stage II: _ _ S
geological surveying of the project site

Construction . '
general construction design

Preparation

project finance

project planning permission issuance

\6. construction documents design /
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/ 1. tendering for the project contractors \

2. construction permission issuance

Stage III:

Construction 3. project construction works

Process . LT
4. construction supervision and cost control

5. evaluation for construction quality of the project and

issuance of relevant certification

1. pre-sale and sale permission issuance (for local or

overseas sales, somewhere lease permission is

needed)

2. market information collection, sales price making

Stage 1V: :
and sales preparation

p _ : :
roperty 3. market promotion of the property (including the

Disposal and , . )
P advertisement in medias, sample house, etc)

Property

Management 4. contract signing for purchase and sales of the

property with the users and the title transfer of the

property

5. establishment of the property management team and

owner committee

Figure 3.1 The Property Development Process Model in the PRC (The PDPM)
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3.4.1 Feasibility study related to the potential property development project

Prior to the acquisition of land use rights for property development or property
redevelopment, it is very important to carry out a feasibility study. At this stage, a detailed
investigation on the project environment should be undertaken. This investigation will look
at all aspects of the project in order to ensure that the development is worth pursuing. Such
report presents the variability of the project. The feasibility study is the basis for decision
making to the property development. Through the feasibility study, developers can
understand reasonably the possible future of the project and the potential return of the

development. This process has also been known as project evaluation in the literatures.

In the feasibility study, the political, economical, environmental, transport, technical and
financial elements of the concerned project are key elements to be considered. Through this
stage, property investors can understand the risk factors that will affect return of the
.development project, including risks about politics, economics, finance, environment
protection, etc. Based on this understanding, decision can be made about whether or what
extent the investment should be committed in this project. Therefore, feasibility study is the

fundamental stage of the development project.

3.4.2 Construction preparation

This stage comprises acquisition of the land use rights for the property development or
property redevelopment, the project design and plan permission obtaining. The implication

of these procedures are discussed as follows:
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Firstly, pursuant to the feasibility study about the potential property development project, the
developers will acquire the land use rights to be granted from the Government authorities or
transferred from other land users. The developers will develop the property according to the
conditions written in the contract for grant of the state-owned land use rights made with the

relevant Government authorities.

Secondly, a geological surveying of the site for the project should be conducted. Through
this survey, the developer will understand the geological condition of the site and the
information will be collected for preparing'project design. The developer will appoint
designers and architects to carry out a design according to the Government plan and the
construction condition in the contract fér grant of the state-owned land use rights. This is a
technical procedure, which can affect to a large extent the return of the project. The
construction condition is defined with a number of variables including the site area, the plot
ratio and site coverage, the maximum height of building, the ratio of green areas, total gross
floor area for the site and the ratio of each usage, number of the car parking spaces, depth of
underground construction, etc. Before carrying out the detailed planning of a project, it is
advisable to check the urban plan related to the proposed project with Government planning

department.

Similar to other countries or regions, the permissions are required of committing a property
development project, and they are issued by the relevant Chinese Government authorities,
such as the Construction Land Use Planning Permit issued by land administration department,

the Consfruction Project Planning Permit issued by planning department, etc. These
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documents have to be presented for obtaining other permissions from construction committee,
fire department, transport administration department and other departments when

construction implemented.

3.4.3 Construction process

The construction process translates the design to the physical products. In this stage, there
are many procedures such as the tendering of the contractors, the project construction works,

the evaluation for construction quality of the project, etc.

At first, the construction works will be presented to potential contractors for tendering. In the
PRC, there are three forms of tendering methods for construction works: open tendering,
selective tendering and negotiate tendering. In the practice, the first and second approaches
used to be adopted in China. Afier obtaining the Commencement of Construction Project
Permit, the construction process can commence. Pursuant to the contract, the main contractor
1s responsible for the construction process of the project and the project manager would be

responded to harmonize the project partners engaged in the program.

During construction process, site supervision is another important point. Project supervision
system has been developed in China in the previous years. By adopting this system, a
professional firm called project supervision agency is responsible for supervising the quality,
the cost and timing, the contract and information management and cooperation in the whole

construction process.
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Upon the completion of the construction works, the evaluation for construction quality of the
project will be conducted by the relevant Government authorities, working together with
designers, contractors and developers and a certificate on the acceptance of the completed
construction quality will be issued by the Government authorities. It is worth noting that
such practice is changing. Some local Governments request project developers to conduct
project completion evaluation. For example, the practice has been stopped in Shanghai, the
evaluation for construction quality of the project by the Government authorities being
replaced by the developers themselves from 2002 under the new policy issued by Shanghai

Government.

3.4.4 Property disposal and property management

At the last stage, the developers can generate income by selling or leasing completed
properties. Expected profit from the property development project can be realized. There are
a number of procedures involved in this stage. Firstly, pre-sale or sale permission should be
obtained from the relevant Government authorities. Developers have to examine the market
carefully when establishing a selling price or a rent for the property. Since the property is a
basic element to the human life, the Government often intervenes the price in property market,
so the disposal of the property is not only affected by the market information but also by the
potential of policy risk. At early 2002, the Ministry of Construction issued a new policy for
standardizing the sales of commodity house. By this policy, the standard of the salable area
is standardized across this country, which affects the price of the property. The introduction
of this policy also indicate that the property market is always affected by the policy issued by

the Government authorities in the PRC
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Based on the analysis about the property market, including the demand and supply, and the
policy, the developers will determine the selling price or rental of the development.
Normally, a sales agency is introduced at this time, which can give some professional advice
and information to the developer or is with responsibility for property sales. To promote the
selling, sales office and the sample house should be established for preparation of the sale.

The advertisement in the medias is also adopted for the purposes.

A property management office will be formed to prepare for the post-selling services.
Property managément is one of the major elements for the purchasing of the property. In the
present, customers will not only consider the quality of products but also the post-selling
services of products in China. After the signature of the sell and purchase contract arid
registered in the relevant Government authorities, the title of the property can be transferred

from developer to the purchaser.

When the contract of the property title transfer between developer and purchaser is endorsed
and registered by the relevant Government authorities, a property ownership certificate will
be issued to the purchaser by the Government authorities and the purchaser can move into his
property. The property development process is to finish by this time. From this point, the
property management companf will be responsible for the maintenances and management of

the property afterwards.
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3.5 Risks in the Property Development in the PRC

In China, the property development industry is cﬁnently still undergoing a reform program.
This reform program has brought many changes and will continue in the coming years.
These changes create a risk environment for this industry. This risk environment is new and
unfamiliar due to many difficulties in the PRC, which are encountered in the application of
new economic strategies such as the marketing approach to the property development

industry.

In past researches, risks in the property development were classified in different categories,
such as the political environment risk, the economic system reform risk, the industry policy
risk, the land use system reform risk, the housing system reform risk, the financial policy
changing risk, the environmental policy changing risk, the construction safety regulation
changing risk, the risk of the evaluation for construction quality of the project and the law
risk (Shen and Yu, 1996). In these categories, the policy risk has been suggested as an
important risk factor in the property development and it is also the focus in the following

section of this study.
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CHAPTER IV - POLICY ENVIRONMENT AND THE CHANGE OF
THE POLICY IN THE PROPERTY DEVELOPMENT IN
THE PRC

A proper legal system 1s an important foundation for developing economies to any country.
Those developed countries or regions have been making good economies to large extent
because they have established good legal systems in past years. Property development in
these advanced areas relies to large extent on a proper policy environment. In this chapter,
focus will be given on discussing policy environment related to the property development in

the PRC.

4.1 Policy System and Housing Policy in Developed Countries or Regions

Policy is a method for administration by the Government authorities in the world and the
policy system is established under the social policy in every country, such as the housing
policy. In this section, a brief review will be carried out on the definition, the establishment

and the system of policy in some developed countries and regions.

4.1.1 Policy system

In Oxford Advanced Learner’s Dictionary (1994), policy is identified as plan of action,
statement of 1deals, etc., proposed or adopted by a Government, political party or business.
The purpose of policy making is to protect the public interests. In developed countries and
regions, policy system has been established for a long time, which comprises different

political and economical policies, such as financial policy, housing policy, environmental
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policy, labor policy, etc. In these environments, policy system has been well established and
implemented. However, it is necessary to take a long time for the establishment of the legal
system. For example, there were about 12 acts issued relating to the principal housing and
public health legislation during the period from 1848 to 1914 in the United Kingdom (UK),

which is shown in Table 4.1(Malpass and Murie, 1994).

Table 4.1. Principal Housing and Public Health Legislation, 1848~1914

1848 Public Health Act

1851 Labouring Classes’ Lodging Houses Act

Common Lodging Houses Act (amended in 18530

1866 Labouring Classes’ Dwelling Houses Act

1868 Artisans’ and Labourers’ Dwellings Act (Torres Act)

1872 Public Health Act

1875 Artisans” and Labouring Dwellings [mprovement Act (cross Act)
Public Health Act

1885 Housing of the Working Classes Act (consolidating Act)

1890 Public Health Act (extended 1875 Act)

Housing of the Working Classes Act (consolidated and amended earlier legislation)

1900 Housing of the Working Classes Act (amended 1890)

1909 Hous.ing and Town Planning Act

This shows that in the establishment of the policy system, the process will be subject to new
issuance or changes of the policies and with a long term. In this term, there are many
changes and revisions of the relevant policies in developed countries or regions. These

changes occur in almost every industry, including the property development industry.
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However, the changes of policies are only to be made in accordance with market variations in

the developed market economical countries.

4.1.2 Housing policy

As the policies for other industries, housing policy is used to intervene the property market by
the Government. In the UK, the Government considers that all families should be able to
obtain a decent home at a price within their affordability, which is the common housing issue
in every country. In formulating the solutions for the housing problem, the policies have to
be adopted to intervene the property development. The policy system related to this industry
comprises land policy, housing policy, planning policy, construction policy, environment

protection policy, finance policy, etc.

In the United States, according to Achtenburg and Marcuse (1968), the Government policies
on housing have been well developed, aiming to reinforce the profitability of the housing
sector and of the business community as well. The implementation of this policy has led to

the improvement in housing has been achieved.

Malpass and Murie (1994) pointed out that housing policy can be defined in terms of
measures designed to modify the quality, quantity, price and ownership and control of
housing. These four elements indicate the scope of policy, but emphasized differently,
represented in the various statements, which have been made by the Governments from time

to time in the UK.
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In Hong Kong, housing policy has also been well developed in the past decades and it has
been playing a very important role in the social and economic development in the territory.
However, Hui (2000) pointed ouf that the Government performance in housing provision can
be categorized into the following major period: {a) the pre-1953 period, which was
characterized by the apathy of the Government to meet the basic housing needs of the general
public. The housing market was simply dominated by the relatively free interaction of
demand and supply with minimal Government intervention; (b) the 1954-1972 period, which
marked the beginning of direct Government intervention in the provision of housing; and (c)
the post 1972 period, which was charactenized by the continuous, direct and planned
Government intervention through the implementation of the ten-year housing development
plans. In the later period, Home-Ownership Scheme (HOS), Private Sector Participation
Scheme (PSPS) and Long Term Housing Strategy (LTHS) were introduced in 1976, 1978 and
1987 respectively. In the Policy Address 1997, Hong Kong Government set out the
Government housing targets, including to produce 85,000 flats a year (50,000 from the public
sector and 35,000 from the private sector), to achieve a home ownership rate of 70% by 2007
and to reduce the average waiting time for public rental housing to 3 years by 2005.

However, the negative impacts from implementing these policies have shown.

4.2 Policies and their Function to the Property Development in the PRC

Generally speaking, China’s legal system is still under development compared to the
established systems elsewhere. In 1978, the leader of the country, Deng declared: ‘In order to
safeguard people’s democracy, the law and legal system must be strengthened. Democracy

needs to be legalized and institutionalized so that such laws and such a system would not be
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changed merely because of a change in leadership or leaders’ views and consideration.” For
improving the legal system, there are many laws and policies, which have been or are being

issued or amended in the country.

Similar to that in the developed countries or regions, the Chinese Government also considers
housing as a very important social issue and has tried to establish the legal system to guide
the property market. In the practice, the policy system relating to the property development

in the PRC is considered as a vehicle for the Government to achieve the designated aim.

4.2.1 Policy system in the PRC

For understanding the legal system in the PRC, a briefly review relating to the law-making
system is given here. Laws made by the National People’s Congress or its standing
committee, which are the highest authority, often are subject to adjustments. These
regulations are usually made by the State Council for national effect and by local
Government for local effect. The law-making system in the PRC can be illustrated as follows

(Walker 1998).
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Table 4.2. Hierarchy of Formal and Informal Lawmaking

National People’s Congress and its standing: ‘basic law’, ‘resolutions’,
‘decisions’

State Council: ‘regulations’, ‘other normative documents’
Ministries, Commissions and Bureaus: ‘rule’, ‘other normative
documents’

Local People’s Congresses and Government with lawmaking power
(municipal, provincial, provincial capital, etc): 'Local administrative rules’,
‘other normative documents’

Local people’s Governments without lawmaking power: ‘other normative
documents’

In the PRC, the legal system was established and improved from implementing the Open
Door Policy introduced in 1980s and a set of laws relating to the reform of economy was
issued and revised, such as the Constitution of the PRC in 1982, Civil Law of the PRC in

1986, Land Administration Law of the PRC in 1986, Urban Planning Law of the PRC in
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1989, etc., which were all amended or issued by National People’s Congress. These laws

form the foundation of the legal system in the country.

Below this level of laws, the State Council issues the administrative regulations and policies
at the admimstration level of ministries, commissions and_ bureaus, such as the Regulation for
the Implementation of Land Administration Law of the PRC in 1991, Interim Regulations of
the PRC on Granting and Transferring the Right to the Use of State-owned Land in cities and

Towns in 1991, all issued by the State Council etc.

Local administrations can also enact their own local régulations, which fall into three
categories: regulations to implement the laws of the Central Government, regulations to
supplement broad national laws and regulations that deal with local issues which are not
covered by national legislation, such as the Administration Status about Real Estate in
Shenzhen Economical Area issued by Shenzhen People’s Government in 1995, the

Regulation for Property Management issued by Tianjin People’s Government in 2002, etc.

Enactments carry a variety of titles such as administrative regulations, provisions, measures,

rules, orders and implementing rules, all of which are formulated as normative documents.

In this study, we only focus on the policy, which is the central and local administration
regulations including the regulations, methods, articles, provisions, rules, etc. issued by the

State Council and Local administrations, as a part of the legal system in China. Same as in
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the developed countries or regions, the policy is adopted by the Government to standardize
and intervene the social action in the PRC, suchr as the education, the housing, the finance, etc.
The policy system was established and improved in the PRC only for a short time and in this
period, the policies have been continuously issued and changed/revised by the relevant

Government authorities in the practice.

4.2.2 Policy system to the property development in the PRC

The year 1949, the PRC Central Government was found and it was the watershed to the
housing policy. The development of the housing system and the evolution of. policy
contrasted sharply with the previous Govemnment period in both theory and practice. The
housing problem was acute on the eve of new China. There was a severe housing shortage.
At that time, public ownership was the guarantee not for profit making but for the general

interest of the whole society.

Since China commenced the Open Door Policy 1in 1980s, land and the property development
in some major citics, Special Economic Zones and Open Coastal Cities have undergone
major changes with a view of improving the efficiency and land resource. It is the watershed
for the property development in China and the reform of the construction industry

commenced from that time.

As mentioned above, the improvement of the legal system to the property development is in

progress. There are a lot of laws and policies issued for this industry along with the
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development of the property market, including the regulations for land title and supply,
housing reform, urban planning, environmgntal protection, pre-sale and sale of the
commodity house, land finance, property management, title transfer and registration, etc. In
the practice, many of them are issued by the State Council or relevant Government authorities
for the administration purposes in the country, such as the Regulation for the Implementation
of Land Administration Law of the PRC issued by the State Council in January 1991, Notice
for Standardization relating to the Registration and Record of Commodity House Pre-sale

issued by the Ministry of Construction in June 2002, etc.

Since a property development is implemented in a specific place at local level, the Local
Governments also always issue the policies for the administration of the local property
market, such as the Notice for Administration of the Commodity House Overseas or Local
Sales issued by Beijing State Land Resource and Real Estate Administration Bureau in
October 2000, Notice for Commodity House Pre-sale relating to the Adjustment of the
Construction Project Condition issued by Guangdong Provincial Construction Bureau in

January 2001, etc.

Regarding the property development in the PRC, the relevant Government authorities issued
many policies for establishing and developing this industry, such as the Regulation for Pre-
sale and Sale of the Commodity House issued by the Ministry of Construction in 1999 and
revised in 2001. By this regulation, there are more restrict articles to the property developers.
The same cases often happened for the change of the policy in the practice by Local

Government, such as the Regulation for Property Management issued by Tianjin People’s
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Government in 2002. By these policies, the Government standardizes and improves the
development of the property market and the‘ construction industry in the PRC. The
Administration Status about Real Estate in Shenzhen Special Economical Area is another
typical example, which issued real estate policy in December 1995 and revised in December
1997 and April 2002 respectively. The Government has to amend or re-vise the policies from
time to tirlﬁe in order to follow the fast changes and standardizing/improving of the property

development industry and property market.

Such changes by new issuance or revision of policies brought the uncertainties and risks to
the developers. For avoiding or reducing the loss by policy risks in the property development
industry, a proper risk management strategy is very important. Thus, it is the aim here to
analyze the occurrence possibilities and impact degrees of the policy risks in the property

development in the PRC.

4.3 Distinguishing Feature of the Policy System between Developed
Countries or Regions and the PRC

Since social system in the PRC is different to other developed countries or regions, there are
many differences in legal system. Although the PRC has adopted the market economic and
the system is developing towards the practice adopted in the developed countries and regions,

the Government authonties are used to intervene the market by administrative methods.
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4.3.1 Characteristics of the policy system in developed countries or regions

In the developed countries or regions, the legal system for property development has a long
history and it has been well established and effectively implemented. In these systems, in
line with the framework of laws, policy system will function as a tool to support the
- implementation of law. However, economic development will bring ever changes in the
market. So the changes and revision of the policies often occur in the practice, such as the
housing policy, the tax policy, etc. By changing policies, the Government can adjust the
market for meeting the public interests. These changes or new issuances of policies are for
adapting the development of the market and the need of the public interests. In general, when
a legal system is properly established, the policy is only used as a regulator guiding the

response to the changes of the market in the developed countries or regions.

4.3.2 Characteristics of the policy system in the property development regulating the
PRC

In China, the Government has been trying to establish a proper legal system to meet the
development of the country through engaging various reform programs. During the reform
process, there are many changes in introducing and applying the laws and policies. Due to
lack of experience and knowledge in operating marketing economy, the Chinese Government
has to issue laws and policies on a trial basis in many cases. In this practice, the policies are

often used as tools to adjust the mistake or error committed.

In the property development industry, the Chinese Government has issued a set of laws and

policies to establish the property market with taking reference to the legal system in the
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developed countries and regions. At the same time, reversions of the policies are often made
for the need in the practice. Through the new issuances and revisions of the policies, certain
items in regulations would be added or deleted, for aiming to correct the mistakes occurred

and protecting the public interests and the health development of the industry.

The Government authorities have investigated various ways to standardize the property
development industry and establish the health property market by the amendment of the
policy in the property development sector. However, these changes or reversions of the
policy often interfere the investment plan of the developers in the property development
industry and cause risks and uncertainties. For example, the Regulation of Commodity
House Sales stipulates that the developers have to compensate the purchasers if the gr-oss
floor area in the contract is different with the gross floor area surveyed, whic.h restricts the
sale of the commodity house. The developers have to face the punishments and the returnof

the investment will be affected.

The amendment of the policy is possible at any stage of the property development process in
the PRC and it can affect the project layout plan, the costs of the construction, the demand
and supply in the property market, etc. Thus there is always a policy risk in the property
development. In order to protect the investment return, the property developers need to
develop methods to manage such policy risk in the PRC, and it is one of the most important

management functions for decision-making in the property investment.



Chapter IV Policy Environment and the Change of the Policy in
the Property Development in the PRC

4.4 Policy Risks in Developing Property in the PRC

As mentioned above, new issuance and reversions of the policies can be found at each stage
of the property development proce:“;s in the PRC, including the policies in land use, planning,
environmental protection, finance, construction, property disposal, property management, etc.
These changes can induce risks to the implementation of property development. It is
considered that these risk factors have different impacts in different stage across the whole
process of property development. In order to make an investment decision on a property
development project, investors prefer to have proper estimation about the property market.
The developers will consider avoiding or reducing the loss induced from policy risks in the

practice.

In the practice, each policy risk factor displays differently at different stages of the property
development process. The policy risk in the process of the property development can be
classified at different stages and they are grouped under the categories: the economical policy
risk, the financial policy risk, the land use system policy risk, the housing reform policy risk,
the marketing industry policy risk, the environmental protect bolicy risk, construction
regulation risk, the property title policy risk, the property market and property management

policy risk, etc.

Whilst various literatures about risk and its management have been developed in the past, it

appears that little works were contributed to study the policy risks in the property
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development process, especially in the environment of Chinese property development

industry.

From the above analysis, it can be found that the changes of the policies bring the policy risks,
and uncertainties in the property development in the PRC. When the Government changes a
policy in the industry, there are always some uncertainties to the developers. Those
uncertainties, which can be forecasted and presented with probability distribution pattern are

defined as the policy risks in the property development process.

Although the policy system for property development industry in the PRC has been
improving, there are many new issues and changes of the policy. Thus, it is believed that
studying policy risk has the significance in contributing to the healthy development of the

property development and proper risk management in the PRC.
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CHAPTER V - SURVEY STUDY TO THE POLICY RISKS IN THE
PROCESS OF DEVELOPING PROPERTY IN THE PRC

As discussed before in this study, the property development process in the PRC can be
divided into four stages namely, feasibility study, construction preparation, construction
process and property disposal and property management. It is considered that policy risks
exist due to the change of the policies issued by relevant Government Authorities in each
stage of the property development process in the PRC. For understanding the major policy
risks in the PDPM, a constructive survey has been undertaken in this study for data collection.
From the literature review and the professional interviews to selected practitioners,

questionnaires are developed for collecting information.

5.1 List of General Uncertainties across the Property Development
Process in the PRC

There are many policy related uncertain factors affecting the property development in the
PRC. Pursuant to the other researchers’ literatures and practical interview taken, a hist of

uncertain factors in the property development are developed and presented as follows, shown

in Table 5.1 (Shen etal, 2001; Li etal, 1998).

Table 5.1. Policy Uncertain Factors in the Property Development in the PRC

1. Change of the Government policy related to economic factors

2. Change of the Government restrict policy to the land usage

3. Change/adjustment of the Government policy related to housing policy
4. Change of the Government policy related to land supply
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Change of the Government policy related to finance

Change of the Government policy related to tax and revenue

Change of the Government policy related to planning permission

Change of the Government policy related to the long term environmental
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Change of the Government policy related to the short term environmental

10.  |Change of the Government policy related to the construction material supply and
price

11.  [Change of the Government policy related to import of the construction material

12.  [Change of the Government policy related to labour policy

13. Change of the Government policy related to the disposal of the property in the
market

14. |Change of the Government policy related to the type of the development‘
company

15.  [Change of the Government policy related to type of the property development
project

16. {Change of the Government policy related to investment of the property
development project

17.  |Change of the Government policy related to scope of the property development

project
18.  |Change of the Government policy related to the restrict of the investment district
19. Change of the Government policy related to the restrict of the construction term

20. Change of the Government policy related to the title transfer of the property

21.  [Change of the Government policy related to the registration of property title

22. Change of the Government policy related to the price of the state-owned land
use rights

23.  [Change of the Government policy related to the property market

Change of the Government policy related to the property second hand market

24, Change of the Government policy related to the preferential interest or the
property development project

25.  iChange of the Government policy related to the long term urban plan

26. Change of the Government policy related to the short term urban plan

27, Change of the Government policy related to the pre-sale of the property

28.  |Change of the Government policy related to the sale of the property

29.  [Change of the Government policy related to the property management
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30. Change of the Government policy related to construction tendering

31. Change of the condition on construction contracts

32.  |Change of the Government policy related to project supervise

33.  [Change of the Government policy related to the standard of the acceptance of
the completed construction quality

34.  [Change of the Government policy related to the restrict of the construction term

35.  lChange of the Government policy to project contract

36. Change of the Government policy related to the fitting of the property

37. Change of the Government policy related to the housing fund

38. Change of the Government policy related to the mortgage rate

39. Change of the Government policy related to mortgage and financial percentage

40. Change of the Government policy related to the stamp duty in the propert
transfer :

41. Change of the Government policy related to add value tax of the property title
transfer

42, Change of the Government policy related to the fees for property development
transfer

43. Change of the Government policy related to the property title document
insurance

The above uncertainty factors do occur in the property development process in the PRC and
cause impacts. Those uncertainties, which cause certain pattern of impacts will be

particularly focused on in the next section, being defined as policy risks.
5.2 List of the Policy Risks across the Property Development Process in

China

According to the definition defined in this study, risk is a special type of the uncertainty.
There are various classifications about risk, such as financial risk, legal risk, management risk,

market risk, policy and political risk, technical risk, etc. By referring to the uncertain factors
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in Table 5.1, a list of policy risk factors during four stages of property development process

in the PRC are formulated, as shown in Table 5.2.

Table 5.2. Policy Risk Factors in the Property Development in the PRC

Change of the Government policy related to economic factors

Change of the Government restrict policy to the land usage

Change/adjustment of the Government policy related to housing policy

Change of the Government policy related to land supply

Change of the Govemment policy related to finance

Change of the Government policy related to tax and revenue

Change of the Government policy related to land use planning permission
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Change of the Govermnment policy related to construction work planning
permission

9. Change of the Government policy related to the long term environmental

10. Change of the Government policy related to the short term environmental

11. Change of the Government policy related to the disposal of the property in the
market

12. Change of the Government policy related to the type of the development
company

13. Change of the Government policy related to type of the property development
project

14, Change of the Government policy related to investment of the property
development project

15. Change of the Government policy related to the restrict of the investment district
16. Change of the Government policy related to the restrict of the construction term
7. |Change of the Government policy related to construction tendering

8.  |Change of the Government policy related to project supervise

19. Change of the Government policy related to the standard of the acceptance of

the completed construction quality

20.  |Change of the Government policy to project contract

21. Change of the Government policy related to the title transfer of the property

22, Change of the Government policy related to the registration of property title
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23. Change of the Government policy related to the price of the state-owned land
use rights

24.  [Change of the Government policy related to the restrict of the property market

25. Change of the Government policy related to the property second hand market

26. Change of the Government policy related to the preferential interest or the
property development project

27. Change of the Government policy related to the long term urban plan

28. Change of the Government policy related to the short term urban plan

29.  [Change of the Government policy related to the pre-sale of the property

30. Change of the Government policy related to the sale of the property

31. Change of the Government policy related to the property management

32. Change of the Government policy related to the housing fund

33. Change of the Government policy related to the mortgage rate

34.  |Change of the Government policy related to mortgage and financial percentage

35. Change of the Government policy related to the stamp duty in the property
transfer

36. Change of the Government policy related to add value tax of the property title
transfer

37. Change of the Government policy related to the property title document

Insurance

5.3 Developing the Questionnaire for Surveying Policy Risks across all
Stages in the PDPM

To analyze the characteristics of the policy risk factors in the PDPM, a questionnaire was

formulated to collect the data. In this questionnaire, the questions about the significance of

each policy risk are presented to respondents. A sample of the questionnaire is attached in

Appendix 1.

5.3.1 Policy risks in the questionnaire across all stages in the PDPM
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In the questionnaire for surveying, 15 policy risk factors are comprised in the Stage 1 and 20,
9 and 11 policy risk factors in Stage II, III and IV of the PDPM respectively, as shown in

Table 5.3.

Table 5.3. Policy Risk Factors in the Questionnaire for this Study

Stage I: Feasibility Study and Decision Making:

A-1 Change of the Central or Local Government policy related to economic factors,
such as Micro-control, etc

A-2 Change of the Central or Local Government policy related to land supply, such
as restriction or relaxation

A-3 Change of the Central or Local Government policy related to housing pollcy,
such as support or non-support

A-4 Change of the Central or Local Government policy related to finance, such as
interest rate

A-5 Change of the Central or Local Government policy related to finance, such as
change of repayment period

A-6 Change of the Central or Local Government policy related to finance, such as
change of the portion of house loan

A-7 Change of the Local Government policies related to the project support, such as
guarantee return

A-8 The influence of the property development related to the Local Government
policies, such as the favour terms offered to the Anju Project

A-9 Change of the Local Government revenue policies related to the property
development

A-10  [Change of the Local Government policies related to the property development

A-11 Change of the Government policies related to qualifications of the property
developers, such as wholly-owned, joint venture

A-12  [Change of the Government policies related to the restriction of the capital
investment of the property developers

A-13  |Change of the Government policies related to fund raising, such as Local
market or oversecas market

A-14  |Change of the Government policies related to the environmental protection

A-15 Change of the planning policies and building policies
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Stage I1I: Construction Preparation:

B-1 Change of the Central or Local Government policies related to land supply,
such as restriction or relaxation '

B-2 Change of the Central or Local Government policies related to housing system,
such as the restriction on the type and the size of property development

B-3 Change of the Local Government policies related to land use policy, such as
with premium or without premium

B-4 Change of the Local Government policies related to the land supply, such as the
transfer of land use rights policy: auction, tender and by agreement

B-5 Change of the Local Government policies related to the price of transfer the
land use rights, such as waive the transfer fees

B-6 Change of the Government policies related to land use, such as planning policy

B-7 Change of the Government policies related the revise of mid- or long-term plan

B-8 Change of the Government policies related to land department policy, such as
the period of land department, the condition for transfer of land use rights

B-9 Change of Government policies related to planning policy, such as plot ratio,
site coverage and green ratio

B-10  |Caused by the need for the construction of urban facilities, the Government
meeds to acquire the land use rights from the development

B-11 Change of the Local Government policies related to special condition in the
projects, such as favour terms and conditions specially offered to the developers
for some selected projects

B-12 Change of the Central or Local Government policies related to influence to the
market by the change of financial policy

B-13 Change of the Central or Local Government related to the project finance

B-14  [Change of the Government policies related to planning policy, such as plot
ratio, building density, height restriction

B-15  [The Government requirement in related to the property developers in property
development, such as access road, hospital, school

B-16  |Change in Government environmental policies

B-17  [Change of the building requirement — approval procedure and conditions

B-18 Change of the Government policies in related to house demolitions policy or
reform policy

B-19 Change of the Government policies in related to land compensation

B-20 Change of the Govemment policies in related to taxation, such as land

appreciation tax
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Stage HII: Construction Process:

C-1 Change of the construction tendering pblicy

C-2 Change of the Central or Local Government policies in related to financing
policy and influence to the cost of the construction

C-3 The Government support on project financing, such as bank loan

C-4 Change of Govermment environmental policies

C-5 Regulation on speculating construction procedure

C-6 Regulation on the standard of the acceptance of the completed construction
quality

C-7 Change of the Local regulation on real estate taxation

C-8 Change of the regulations on construction in related to project development

C-9 Change of the conditions on construction contracts

Stage IV: Property Disposal and Property Management:

D-1 Change of the building ownerships policies, such as confirmation of the
ownership and execution

D-2 Change of the Government policies related in the building ownership, such as
condition or regulations on transfer of the ownership

D-3 Change of the Central or Local Government policies in related to financing
policy, such as guarantee, housing fund and policies

D-4 Change of the Local Government policies in related to special project, such as
the guarantee return

D-5 Change of the Government financing policies in related to property
development, such as mortgage term, ratio and interests

D-6 Change of the Government policies in related to property disposal, such as the
definition of selling area

D-7 Change of the pre-sale policies, such as the terms and conditions for pre-sale

D-8 Change of the local or overseas sell policies in the property development

D-9 Change of the Local Government policies in related to taxations, such as the

reduction of property tax

D-10  [The implementation and change of the policies in related to property
management

D-11 The change of the Government policy related to the land supply, such as the
land price, transfer way, etc.

5-8



Chapter V Survey Study to the Policy Risks in the Process of
Developing Property in the PRC

This table shows that there are more policy risk factors in the first two stages in the PDPM.
This is mainly because of more concerns have been given at the early stages of a

development project.

The questionnaire comprises two parts: Part I concerns the occurrence possibility about the
policy risk factors in the PDPM and Part 11 concerns the impact degree of the policy nisks to

the property development.

5.3.2 Occurrence possibility about the policy risks in each stage of the PDPM

In Part I, five intervals were designed for indicating the occurrning frequency of each risk, that

is 0~20%, 20~40%, 40~60%, 60~80% and 80~100%. The value of percentage implies the

i
degree of the possibility of a specific policy nisk factor occurring in the property development.

U

A sample of this part in the questionnaire is given as Table 5.4.

Table 5.4. Part I of the Survey Questionnaire

Risk Occurrence Possibility of Risk
0~20% 20%~40% 40%~60% 60%~80% 80%~100%

| W] b
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5.3.3 Impact degree of the policy risks in each stage of the PDPM

In designing Part II of this questionnaire, it is considered that the policy risks can bring
negativr-; or positive effect to the property development. For helping respondents to assess the
impact of each individual policy'risk factor, ten grades of impacts are designed in the
questionnaire, range from less than —100% to more than 100%. These ten grades were
designed to ten intervals, including range ais less than -100%; range b is -75%~-100%;
range ¢ is -50%~-75%; range d is -25%~-50%; range e is 0~-25%; range f is 0~25%,;
range g is 25%~50%; range h is 50%~75%; range { is 7S%~100%; and range j is more

than 100%.

The value of percentage implies the impact degree of a specific policy risk to the
development cost in the property development process. A sample of this part in the

questionnaire is given as Table 5.5.

Table 5.5. Part I of the Survey Questionnaire

Risk Impuact Degree of Risk
a b c d e f g h z J
| |
) :
3
4
5
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5.4 Summary of Data Collection

The questionnaires were sent to collect the data and some interviews with the respondents

were carmied out at the same time.

5.4.1 Data collection

The survey was conducted from September 2000 to May 2002. The survey questionnaires
were distributed to 90 professionals, who were working in the organizations based in Hong
Kong or Mainland China, such as New World China Land Ltd, Chesterton Petty Ltd,
Shenzhen Daxin International Industry Ltd, Tsinghua University, Peking University, Inétitute
of Project Planning & Research, Ministry of Machinery Industries, etc. A total of 32
effective replies were received, which represents a response rate of 35.6%. All respondents
had good experience in the property development industry or relevant industry and assuming
senior positions such as project managers, consultants, engineers, professors, etc. The data
obtained from the returned questionnaire include two parts, namely, the occurrence

possibility and the impact degree of the policy risk factors in the PDPM,

5.4.2 Data Summary on occurrence possibility of the policy risk factors

The data about the occurrence possibility of the policy risks from the questionnaire is listed

as following table by stage of the property development process:
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Table 5.6 Responses on Occurrence Possibility of Policy Risks in the PDPM

Stage I: Feasibility Study and Decision Making:

Risk Occurrence Possibility of Risk
0~20% 20%~40% | 40%~60% | 60%~80% | 80%~100%
A-1 4 14 6 4 5
A-2 2 7 10 13 1
A-3 1 6 5 14 7
A-4 0 10 15 6 2
A-5 3 11 13 4 2
. A-6 I 18 10 2 2
A-7 8 16 3 5 1
A-8 1 8 11 8 5
A-9 3 8 8 2 2
A-10 14 12 4 1 2
A-11 19 8 3 2 1
A-12 12 16 3 0 2
A-13 15 11 5 1 1
A-14 1 10 15 3 4
A-15 2 18 7 4 2

Stage II: Construction Preparation:

Risk Occurrence Possibility of Risk
0~20% D0%~40%  @0%~60%  60%~80%  80%~100%
B-1 2 8 18 3 2
B-2 3 10 14 4 2
B-3 13 7 6 4 3
B-4 3 7 13 6 4
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B-5 4 16 5 6 2
B-6 3 11 14 2 3
B-7 4 19 2 6 2
B-8 5 15 10 2 1
B-9 1 5 19 6 2
B-10 10 16 5 1 1
B-11 9 17 5 0 2
B-12 11 9 5 5 3
B-13 7 12 3 9 2
B-14 3 18 5 5 2
B-15 1 17 3 7 5
B-16 2 9 6 12 4
B-17 5 16 8 2 2
B-18 2 14 8 5 4
B-19 3 17 10 2 1
B-20 5 10 13 3 2
Stage lII: Construction Process:

Risk Occurrence Possibility of Risk

0~20% 20%~40%  40%~60%  60%~80%  80%~100%

C-1 6 6 17 1 3
C-2 2 19 8 1 3
C-3 9 15 4 3 2
C-4 1 5 15 8 4
C-5 2 ts 10 4 2
C-6 2 17 9 2 3
C-7 3 18 7 1 .4
C-8 1l 14 4 3 I
C-9 4 16 7 1 ; 5
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Stage IV: Property Disposal and Property Management:

Risk Occurrence Possibility of Risk
0~20% 20%~40%  40%~60%  [60%~80%  180%~100%

D-1 5 20 4 2 2
D-2 13 11 4 4 1
D-3 2 16 6 5 4
D-4 16 6 7 2 2
D-5 3 16 7 3 4
D-6 -9 16 6 0 2
D-7 2 11 13 4 3
D-8 6 20 4 1 2
D-9 6 15 8 1 3
D-10 -1 17 7 4 4
D-11 0 1 12 5 1

Table 5.6 shows the summary of response results. Based on the data in Table 5.6, an

occurrence probability index can be calculated against these policy risks.

5.4.3 Data summary on impact degrees of policy risks

The data summary relating to the impact degrees of policy risks is given in Table 5.7. It can
be seen from the survey that some risks have little or not impacts at some stages in the
property development process in the PRC. This observation will be further discussed in later

sections.
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Table 5.7. Responses on the Impact Degrees of Policy Risks in the PDPM

Stage I: Feasibility Study and Decision Making:

Risk Impact Degree of Risk
a b c d e f g h i J
A-1 0 0 0 2 1 8 6 13 | 2 1
A2 | 0 0 0 1 4 5 7 14 | 2 Lo
A3 | 0 0 0 1 4 | 12| 6 4 5 1
Ad | 0 0 0 2 2 8 14 ¢ | o
As | 0 0 0 0 8 8 12 | 2 3 |0
A6 | 0 0 0 0 4 9 14 | 5 1 0
AT | 0 0 1 0 2 8 6 12 | s 0
A8 | © 0 0 0 2 9 13 7 2 | o
A9 | 0 0 0 1 3 13 1 12 | 3 1 | o
A0 | 0 | 0 1o 4 119 5 3 0 | 0
A1 | 0 0 0 | 2 4 |17 |7 3 0 | o
A12 | 0 0 0 ! 1 4 9 15 1 3 i 0
Az{ oo | vt b1 | s | &8 |12 4| 2 |0
Ald | 0 L ol s o | 2 | 9 3 11| 3 |0
A15 | 0 0 1o 3 7 13 | 7 1 0
Stage I1: Construction Preparation:
Risk Impact Degree of Risk
a b c ' d e f g h i J
B-1 0 0 0 ' 4 0 5 16 : 5 2 1
B-2 0o ! 0 2 10 2 6 6 | 14 | 0 . 3
B-3 o i o L o ! 2 | s |12 o4 |7 |2
B-4 0 i 0 0 . 0 2 6 15 8 i 1
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B-5 0 0 0 0 2 6 7 16 2
B-6 0 1 0 1 5 5 8 5 6 2
B-7 0 0 0 1 1 4 15 8 3 1
B-8 0 1 0 0 3 8 13 7 0 1
B-9 0 0 0 0 6 6 11 8 2 {0
B-10 0 0 2 0 3 6 6 6 8 2
B-11 0 0 0 3 3 8 12 7 0 0
B-12 0 0 0 0 3 15 9 4 1 1
B-13 0 0 0 0 3 5 19 4 2 0
B-14 0 1 0 1 0 8 6 11 5 1
B-15 0 0 0 1 3 7 14 5 3 0
B-16 0 0 0 0 3 9 14 2 0
B-17 0 0 0 0 5 14 9 4 1 0
B-18 0 0 0 0 6 5 10 11 1 0
B-19 0 0 0 1 2 15 8 6 1 0
B-20 0 0 0 0 2 8 15 6 2 0
Stage III: Construction Process:
Risk ' Impact Degree of Risk

a b c d € f g h i J
C-1 0 0 1 1 7 15 4 4 1 0
C-2 0 1 2 2 5 4 17 2 1 0
C-3 0 0 1 1 5 6 16 4 0 0
C-4 0 0 1 1 3 4 18 5 2 0
C-5 o | oo | o | 2w | 8| s | o]o
C-6 0 0 0 0 3 17 g8 | 5 0 0
C-7 oo | 2 2|7 |7 | uls 1| 0
C-8 o, 0 | 1 1 2 [ 18| 7 | 4 1 1o
C9 0 ¢ 0 o ! 8§ | 17| 3 2 S
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Stage IV: Property Disposal and Property Management:

Risk Impact Degree of Risk

a b c d e ;| &8 | h i J

. —

D-1 0 | 1 13 |2 17| o8 0 | 0
D-2 ol o] 2 2 ]s w6} 2] 0|0
D-3 o | o | o | 1 1| 12 ] 131 s it ] o
D-4 oL o | o | 2] 9 [ 11] 5 6 o | o
D-5 o, 0 {0 | 2} 4 13|86 | 00
D-6 0 0 0 0 4 15 | 10 | 4 0 |0
D-7 0 | L o | 1| 4} 14] 7 5 1| o
D-8 o | 1-] o] o} 4l 6] 7 s | o0o]o
D-9 ol o | o o 3 1] 14 5 0 | 0
D-10 0o | o t |2 s 17| 3 a4 1o
D-11 ol oo o] ol o7 120070

Based on the data in Table 5.7, an index can be calculated, indicating the impact degrees of
the policy risks in the PDPM. Both probability index and impact index can be used to

analyze the charactenistics of the policy risks in the PDPM.
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CHAPTER VI - ANALYSIS TO MAJOR POLICY RISKS IN THE PDPM

In the previous chapter, valuable data about the policy risks in the PDPM have been collected
from survey. The analysis on the data will employ statistical techniques. The benefits of
using statistical techniques for conducting data analysis include quantitative results and the
presentations of table or diagram formats. They will be useful and objective in supporting

conclusions. Results can also be shown in a way that they can be easily understood.

6.1 Analysis Model Methodology for Conducting the Analysis

Statistics analysis is a technical method widely used to ascertain the characteristics of cost
variation in the property development. In similar analogy, this approach is used to ascertain
two measures, that is, the occurrence possibility and the impact degree of all policy risks. A
comprehensive impact degree (CID) of each risk will then be calculated according to these
two measures. By using CID, the major policy risks can be identified. The calculations of
these measures will be discussed in the following sections. Several basic statistical terms will

be described firstly.

6.1.1 Arithmetic mean

The arithmetic mean is a common method in statistics used to measure the most typical value.
It is the average of a set of scores obtained by adding all the scores together and dividing by

the number of scores. Using simple symbols we can put this relationship together as RS (X l.)

in the form of a simple equation:
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where RS(X,): denotes arithmetic mean; X,: a specific value and N : total number of values

(CEM, 1997).

The arithmetic mean is used here as an index to describe the CID of each policy nisks in the

PDPM for this study.

6.1.2 Standard deviation

Standard deviation is another commonly used statistical term. Quoting the standard deviation
of a distribution is a way of indicating a kind of ‘average’ amount by which all the values
deviated from the arithmetic mean. The greater the dispersion is, the bigger the deviations
and the bigger the standard deviation is. The formula for standard deviation © of a variable

is expressed as following:

a; =\/D(X¢')2 =\/RS{[X—RS(XJ]2} 6.2

The standard deviation o,is adopted to describe the dispersion of the variations among

individual values of a variable (CEM, 1997). Standard deviation is used here to indicate the

description of the dispersion among the respondents among their judgments.
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6.1.3 Co-standard deviation of variation

In the practical application of the standard deviation o, it should be noted that problems
could arise when the arithmetic mean is significantly different from one variable to another.
The most common way of eliminating this problem is to divide the standard deviation by the
expected value to obtain a measure called the co-standard deviation of variation for

measuring the distribution of a variable.

The value of the co-standard deviation of variation ¢ is derived from the formula:

¢'. = —i 63

where @, = co-standard deviation; RS, = arithmetic mean of a concermned variable (risk

factor); and o, =standard deviation of the concerned factor (Shen 1990).

In general, the co-standard deviation of variation is used to compare the distribution risk

among different options whose expected values are not close.

6.1.4 Chart

Chart is one of statistical tools for demonstrating data analysis. Radar chart and bar chart are

among then common charts, and they will be adopted for the analysis in this study.
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6.1.4.1 Radar chart

Radar charts are useful when one wants to look at several different factors all related to one
item (SkyMark, 1997-2002). Radar charts have multiple axes along which data can be
plotted. For example, you could use a radar chart to compile data about a wide receiver on a
professional football team. On one axis, you could plot the percentage of passes caught.
Another axis would show his yards per completion; another, his completions per 100 plays;
another, blocks made; and a final axis might show his interceptions. If a team did this for all
their wide receivers, they could easily spot the best player as well as each player's strengths

and weaknesses. A sample of a radar chart for 5 football players can be shown in Figure 6.1.

Player |

—&— Passes caught

—&— Yards per
completion

Rayer 11 —#— Completions per
100 plays
Blocks made per
100 plays

—3#— Interceptions per
100 plys

—&— Shot

Player

Figure 6.1 A Sample of Radar Chart for Five Football Players

In a radar chart, a point close to the center on any axis indicates a low value. A point near the

edge is a high value. In the football example, we would high marks near the outside due to

6-4
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the nature of what was being measured. In other scenarios, you might want points near the
center, or low values. When you are interpreting a radar chart, check each axis as well as the

overall shape to see how well it fits your goals (SkyMark, 1997-2002).

For using the radar chart, the following statistics are calculated:

Mean: the average of all the values in the series.

Maximum: the maximum val_ue in the series.

Minimum the minimum value in the series.

Sample Size the number of values in the series.

Range the maximum value minus the minimum value.
Standard indicates how widely data is spread around the mean
Deviation

Since Radar Chart can display relevant factors in a single diagram easily and clearly, it is

adopted for showing the characteristics of the policy risks.

6.1.4.2 Bar chart

A bar chart is a way of summarizing a set of categorical data. It is often used in exploratory
data analysis to illustrate the major features of the distribution of the data in a convenient
form. It displays the data using a number of rectangles, of the same width, each of which
represents a particular category. The length (and hence area) of each rectangle is
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proportional to the number of cases in the category it represents, for example, age group, and
religious affiliation. Bar charts are used to summarize nominal or ordinal data (Easton &

McColl, 1997).

6.2 Risk Significance Model

Pursuant to the above definitions and the statistic methodologies, the significance score (the
CID) of each factor assessed by respondents can be calculated first. Following that, Co-
standard Deviation of CID will be calculated and used to identify the major policy risk

factors.

6.2.1 The comprehensive impact degree of each factor

To assess the relative significance among risk factors, an alternative for calculating the
significance score is to multiply the occurrence probability by the degree of impact. Thus,

the CID for each factor, assessed by each respondent can be obtained through the model:

S,],- = f(a!‘,'sﬂ;j)=aajﬂr" 6.4

where 8 =,sig{1iﬁcance score assessed by respondent J for policy risk factor 1 ;

ﬂ.j=

%y ~ probability of occurrence of a policy risk factor?, assessed by respondentj ; and

degree of impact of a policy risk factor/ , assessed by respondent J.
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By applying this method in this study, the respondents were asked to respond to the two
attributes for each risk factor. For considering &, the respondents were required to judge the

probability level of risk factor occurrence by selecting one from among five levels. For

considering p , the respondents were required to judge the degree of impact if the policy risk

factor concemed occurs, by selecting one from among ten grades.

By averaging scores from all responses, it is possible to get an arithmetic mean; average
significance score for each factor, and this arithmetic mean is called the factor index score
and is used to rank among all factors. The model for the calculation of risk index score can

be written:

RS, =2 6.5

where RS, =index score for factor , which is the CID of the factor { and Sy ~ significance

score assessed by respondent / for risk factor? .

The CID of each policy risk factor i n each stage o f property d evelopment process canbe
shown in the Table 6.1, measured by the arithmetic means of the comprehensive of the

occurrence possibility and impact degree of each nisk.
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In the calculation of S in this study, the five-point score for &, and ten-point score for 8,

were adopted as the middle of each range:

& =10%,; #2=30%,; %1=50%; %1=70%; %5 =90%:; and
Pr=100%; Pr=-87.5%; Pi=-62.5%; Pi=-37.5%; Ps=_12.5%:

Bs<12.5%:; 1237 5%; Ps=62.5%: Pi=87.5%; Pro=100%.

Table 6.1 demonstrates the comprehensive occurrence impact possibility RS, of these policy

risk factors is a distribution of the arithmetic mean in the rage between 2.65% to 27.63%.

In the statistic analysis, the arithmetic mean RS, is an index, which can describe the factors
in quantity. The standard deviation o, is another index for showing the dispersion of the

respondents’ opinions. By the statistical analysis method, the bigger the standard deviation

of a policy nisk factor, the lower the importance of the factor in the PDPM.

Table 6.1 Comprehensive Impact Degrees in the PDPM

RS, = o, = RS,

| 55
Minimum % Maximum Mean Std. Deviation I
i

Co-std. Deviation

Stage I: Feasibility Study:

A-l 0% L 100% 20.04% 18.10% .11
A-2 0% | 100% 18.48% [7.91% 1.03
A-3 0% L 100% 22.99% 24.58% 0.94
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A-4 0% 100% 15.38% 13.47% 1.14
A-5 0% 100% 12.58% 18.50% 0.68
A-6 0% 100% 12.88% 15.20% 0.85
A-7 0% 100% 13.33% 15.79% 0.84
A-8 0% 100% 20.45% 18.59% 1.10
A-9 0% 100% 8.71% 14.23% 0.61
A-10 0% 100% 5.61% 16.14% 0.35

A-11 0% 100% 4.02% 17.15% 0.23
A-12 0% 100% 7.95% 15.27% 0.52
A-13 0% 100% 7.12% 15.30% 0.47
A-14 0% 100% 11.97% 24.31% 0.49
A-15 0% 100% 12.95% 16.17% 0.80
Stage II: Construction Preparation:

B-1 0% 100% 16.69% 21.72% 0.95
B-2 0% 100% 18.22% 19.52% 0.93
B-3 0% 100% 14.62% 15.89% 0.92
B-4 0% 100% 20.95% 17.60% 1.19
B-5 0% 100% 18.41% 14.88% 1.24
B-6 0% 100% 18.56% 23.71% 0.78
B-7 0% 100% 17.08% 16.04% 1.07
B-8 0% 100% 11.40% 12.33% 0.92
B-9 0% 100% 18.64% 17.42% 1.07
B-10 0% 100% 10.38% 18.69% 0.56
B-11 0% 100% 6.06% 16.89% 0.36
B-12 0% 100% 9.89% 16.64% 0.59
B-13 0% 100% 16.29% 14.68% 1.11
B-14 0% 100% 17.54% 16.54% 1.06
B-15 0% 100% 18.48% 20.05% 0.92
B-16 0% 100% 18.79% 14.94% 1.26
B-17 0% 100% 9.85% 16.56% 0.59
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B-18 0% 100% 15.53% 16.32% 0.95
B-19 0% 100% 9.92% 12.79% 0.78
B-20 0% 100% 15.15% 15.30% 0.99
Stage III: Construction Process:

C-1 0% 100% 7.65% 19.10% 0.40
C-2 0% 100% 5.08% 23.32% 0.22
C-3 0% 100% 6.52% 18.61% 0.35
C-4 0% 100% 19.02% 16.72% 1.14
C-5 0% 100% 10.68% 13.97% 0.76
C-6 0% 100% 11.14% 16.10% 0.69
C-7 0% 100% 9.47% 17.65% 0.54
C-8 0% 100% 7.73% 15.66% 0.49
C-9 0% 100% 7.46% 19.18% 0.39
Stage IV: Property Disposal and Property Management:

D-1 0% 100% 3.18% 20.85% 0.15
D-2 0% 100% 2.65% 21.12% 0.13
D-3 0% 100% 12.42% 17.04% 0.73
D-4 0% 100% 4.02% 19.48% 0.21
D-5 0% 100% 7.42% 18.20% 0.41
D-6 0% 100% 7.05% 13.63% 0.52
D-7 0% 100% 7.95% 20.55% 0.39
D-8 0% 100% 5.61% 17.70% 0.32
D-9 0% 100% 9.32% 12.56% 0.74
D-10 0% 100% 5.23% 20.90% 0.25
D-11 0% 100% 27.63% 19.16% 1.44

For easy understanding the characteristics of these policy risks, the radar chart is a good

presentation for the result to describe the arithmetic mean of each factor RS, in a coordinate.
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Charts make it easy for users to see comparisons, patterns, and trends in data. Radar Chart
shows distribution of several parameters and their relation between each other. The Radar
Chart is an audio-visual. In a Radar Chart, one coordinate axis can represent a factor and
show the CID o f different factors in the same stage o f the p roperty d evelopment p rocess.

With the Radar Chart, the impact degrees of the risk factors can be compared with each other.

In the same way, the Radar Chart also can be used to describe the unity of the respondents by

standard deviation o, of each factor in the study. In this study, we piled up the arithmetic
mean RS, and standard deviation o, of the CID for each policy risk factor in each stage of

the PDPM by Radar Chart. (Figure 6.2.1 t0 6.2.4)
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Figure 6.2.1 Characteristics of the Policy Risk Factors in Stage |
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Figure 6.2.3 Characteristics of the Policy Risk Factors in Stage III
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——RS

Figure 6.2.4 Characteristics of the Policy Risk Factors in Stage [V

In the above diagrams, it could be understood clearly that the degree of the arithmetic mean

RS, and standard deviation o, of each policy risk factor is not unity. The arithmetic means

of some policy risk factors are at a higher degree but with lower standard deviations.

6.2.2 Major policy risks
From Table 6.1 and Figure 6.2.1 to 6.2.4 we can find that the average score, the arithmetic

mean, of some policy risk factors are not in a unity of the standard deviation. ~7 of these

factors are in a wide range. This illustrates that the opinion among respondents is different.
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For identifying the major policy risks in the PDPM, which with a higher arithmetic mean and

lower standard deviation, co-standard deviation of the CID for each risk factor, ¢, is adopted.

The calculation of ¢, is as follows:

¢f = —_t 6.6

where RS, is the arithmetic mean, and o, denotes the standard deviation. By applying the
formula 6.6, a group of @, can be obtained and shown in Table 6.1. From the definition of
@,, we can understand that ¢, is bigger when RS, is higher or o, is lower. Therefore, the

major policy risk factors should be with high degree of arithmetic mean and low degree of

standard deviation.

In this study, five policy risks are identified according to the top five ¢, values at each stage.

These policy risk factors are considered as the major policy risks in the PDPM, and they are

listed in Table 6.2.
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Table 6.2 The Characteristics of Major Policy Factors in the PDPM

Factor Code Arnthmetic Mean | Std. Deviation | Co-std. Deviation
RS, o f P,

Stage I: Feasibility Study:
I-1 A-4 15.38% 13.47% 1.14
I-2 A-1 20.04% 18.10% 1.11
-3 A-8 20.45% 18.59% 1.10
-4 A-2 18.48% 17.91% 1.03
I-5 A-3 22.99% 24.58% 0.94
Stage II: Construction Preparation:
II-1 B-16 18.79% 14.94% 1.26
-2 B-5 18.41% 14.88% 1.24
-3 B-4 20.95% 17.60% 1.19
1I-4 B-13 16.29% 14.68% 1.11
I1-5 B-9 18.64% 17.42% 1.07
Stage III: Construction Process:
I-1 C-4 L 19.02% 16.72% 1.14
111-2 C-5 10.68% | 13.97% 0.76
3 C-6 o14% | 16.10% 0.69
-4  [c7 947% | 17.65% 0.54
-5 C-8 7.73% | 15.66% 0.49
Stage IV: Property Disposal and Property Management:
IV-1 D-11 L 27.63% 19.16% 1.44
V-2 D-9 9.32% 12.56% 0.74
V-3 D-3 | 1242% | 17.04% 0.73
V-4 |D-6 L 7.05% . 13.63% 0.52
V-5 D-5 7.42% 18.20% 0.41
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From the above table it can be found that the values of index @; for some risks are smaller

but their arithmetic means are bigger. This is because there is a lack of the unity of the
respondents’ opinion for these factors. In this study, the major policy risks are identified that
they have a bigger c omprehensive impact degrees in the PDPM and a higher unity of the

respondents’ opinion.

6.3 Analysis to the Major Policy Risks

In the above survey, the major policy risks in the PDPM are identified with the index ¢;.

Following the identification, this section intends to demonstrate the characteristics of these

major policy risks and their changing pattern in the property development process.

6.3.1 Comparing to the characteristics of the major policy risks between the PRC and
other developed countries or regions

As above-mentioned, property development is a new industry in the PRC, established only
about twenty years. It is still in progress to establish and improve the policy system for
regulating the industry. Those important policy risks in the property development process in
the PRC may be insignificant in the developed countries or regions. For example, the factor
“change of the Government policy for the bank loan interests to the development” is a typical

major risk in China, but it rarely happens in the developed countries or regions.
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Many risks brought by policy changes in the PRC are uncontrollable risks, whilst they are
controllable risks in developed countries or regions, such as “the change of the Government
policy related to the urban plan”. Since the Chinese Government authorities used to
supervise the market with using. administrative methods, the urban plan is often changed,

which is one of the major policy risks in the property development in China.

It is believed that the effects of these major risks will decrease along with the development of

the legal system in the PRC and from learning with the developed countries or regions.

6.3.2 The impact degree of major policy risk factors in each stage of the PDPM

The survey results have presented the five major policy risk factors in each stage of the
property development process as shown in Table 6.2. In the survey of this study, cost
increase in property development due to the change of the Government policy 1s ranked as

the top important risk, and this is echoed by the in-depth interview.

The acquisition of the land use right is the foundation in the property development. In first
stage, “change of the Government policy related to land supply” is identified as a major
policy risk in the property development in the practice. For example, a residential project in
the urban area of Tianjin comprises a site with an area of about 270,000 sq m. The
development c ompany acquired thelandin 1994 ata unit priccof RMB 1,500 persqm,
excluding the demolishment cost. However, in the following y ears, the local Government

changed the policy by increasing the land supply at suburb area with lower price for property
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development. This policy change caused the substantial drop in property price and brought

the loss to the developer.

The other major policy risk is identified as “‘change in Government environmental policies”,
which is the top major policy risk in the second stage of the PDPM. In this case, the
environmental protection is considered as an important objective in the property development,
but the change of the relevant policy can bring a loss for a property developer. For example,
a joint venture company acquired the land use nght for developing low-rise residential zone
in Shenzhen in 1993, located near a reservoir. Since the request of the environmental
protection, the development project was finally abolished and the Government suggested
offering the developer the land in another site. Although the developer negotiated
successfully with the Government in the following years for the change of the place, the
developer has missed the good time opportunity for the project development and a large

amount of the capital was hold for the land cost, caused extra finance interests.

Construction work will be subject to various technical requirements and the ““change of the
Government regulation on the standard of evaluation for construction quality of the project”
is also identified as a major policy risk in the third stage and an example can be used to
demonstrate this. Shanghai Government authority changed thé regulétion related to the
evaluation for construction quality of the project in 2002. By this new regulation, the
Governmental responsibility was transferred to developers for construction quality evaluation
of the project completion acceptance and the adequacy of property quantities. The

developers will face the risk of compensating for the insufficient quantities as specified. In
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this case, it is difficult to calculate the loss of the developer, but it is a typical policy risk to

the property development in the PRC,

In the property development process, the stage of the property disposal and management will
bring income to the investor. “Change of the Government policy related to taxations” was
considered as a typical policy risk in this stage. For the development of a construction
project in China, there are many tax/fee items imposed. Most of these taxes/fees are often
changed/adjusted by the Local Government. Such as a residential project in a coastal city in
Guangdong Province in 2000, the revenue department requested the developer to pay the
sales tax with 33%. The developer argued that the project was an Anju Project (under
Affordable Housing Scheme), which should pay a lower tax rate, about 24%. The
Government authorities insisted that the developer should pay the new tax rate as the
. Government policy has changed. As results, it was reported that the income of the project

dropped by over 5%.

6.3.3 The changing pattern of the major risk factors across various stages in the
PDPM

Table 6.1 and Tabie 6.2 show that the impact degree of the major policy nsks varies in
different project stage. While it is not practical to discuss the full implication of all major
policy risks identified, this section intends to demonstrate the pattern of two typical policy
risks namely, “‘change of the Government policy relating to land supply” (known as “the land
policy risk”) and “change of the Government environmental policies” (known as “the

environmental policy nsk™).
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6.3.3.1 The land policy risk

In the above survey, the impact degree of the land policy risk was shown in Table 6.1 and
Table 6.2. It was identified as a major policy risk [-4 and IV-1 in Stage I and IV, a policy risk
factor as II-3 in Stage II. However, it was not considered as a policy risk in Stage [II. The

distribution pattern of this risk’s CID across various stages is shown with arithmetic mean in

Figure 6.3.1.
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Figure 6.3.1 The CID of the Land Supply Policy Risk in PDPM

Figure 6.3.1 illustrates that land supply has various impacts to project development in
different stages. In Stage [, the land supply policy has direct influence to decision making to
a potential project. In Stage II, land supply policy can influence the price of the land
acquisition. A nd in Stage IV, the property market and sales price can be affected by the
potential land supply. Furthermore, the land supply policy is a common method adopted by

the Government authorities for controlling property market. Therefore, the change of the
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Government policy related to the land supply will have important impact in these stages.

However, this risk is believed having little impact to the construction cost in Stage III.

6.3.3.2 The environmental policy risk

The impact degrees of this policy risk across the property development process can be found
in Table 6.1 and Table 6.2. This policy risk factor was identified as major policy risk factor
in Stage II and III, ranking first and fourth respectively in the two stages. The distribution of

its impacts can be shown in Figure 6.3.2.
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Figure 6.3.2 The CID of the Environment Policy Risk in PDPM

Environmental protection becomes more important ant, and all Governments have started to
give a great attention to this issue. In table 6.2, this factor is ranked as the first major policy
risk in Stage II and III. In Figure 6.3.2, the risk has significant influence in the first three
stages, and little impact to the Stage IV. This finding indicates that it is in the progress of

implementing the environmental policy.
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The above analysis shows that each policy risk displays differently in different stages in the
property development process. One risk may be an important policy risk for one stage, but
less significant risk to the other stage. The understanding of this can help management to

focus on different risks in different stages.

6.3.4 Significance of major policy risks

The major policy risks were identified in Table 6.1, the CID of these major policy risks in
each stage of the PDPM can be presented in the bar chart against other insignificant risks, as

shown in Figure 6.4.1 to Figure 6.4.4.
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Figure 6.4.1 The CID of Policy Risk Factors in Stage I
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Figure 6.4.2 The CID of Policy Risk Factors in Stage II
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Figure 6.4.3 The CID of Policy Risk Factors in Stage 111
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Figure 6.4.4 The CID of Policy Risk Factors in Stage I'V

Figure 6.4.1 to Figure 6.4.4 demonstrates these major policy risks do have much greater
influence. The total significance of these major policy risks to different stages was

summarized in Table 6.3.

Table 6.3 The CID of Major Policy Risk Factors in Each Stage

Stage Major factors Total factors Percentage
CID No CID No. CID No.
[ 0.855 5 1.892 15 45.2% 33.3%
11 0.931 5 2.975 20 31.3% 20.0%
[11 0.580 5 0.847 9 68.5% 55.6%
v 0.638 5 0.925 11 69.0% 45.5%

From Table 6.3, it can be seen that major policy risks assume few numbers but carry on more
influence to the property development in China.
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An attention should also be given to those risks, which have lower occurrence frequency but
a higher impact degree. They are often ignored in the practice, but they can impact the
outcome of property development to large extent, such as the risk factor “change of the
Government policy related to the economics”. The typical example was the macre-control
economic policy adopted in 1993. The change of this economical policy affected the
economical development in the whole country, including the property development. In the
early 1990s in China, the property market was just established and there were many illegal
actions in the property development industry. Thus the Government needed to take necessary
measures, namely, adjusting finance policy. Hov;/ever, the change in project finance policy
led to many failures of property developments. Till now on, there are many uncompleted
buildings in some cities, and this changes brought a huge loss to many property developers in

China.
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CHAPTER VII - CASE STUDY

To further support the analysis conducted before in this study, two case studies are
investigated in this chapter. The case studies are used to further demonstrate characteristics

of the major policy risks in the PDPM.

The background of the two cases will be given with a brief description of the project
concemned. For the reason of confidentiality, the identities of the company name involved in
the case studies will not be revealed. The information of the cases is obtained through
visiting the project managers involved in the projects and the site visits have also been

conducted in persons.

Both case studies are property development projects but in different locations in the PRC,
being implemented during 1993 and 2001. The two projects turned out with different
performance due to the impacts of different policy risks brought by the changes of relevant
Government policy in the property development and due to the adoption of different risk
management methods by different developers. It needs to note that these case studies are
chosen not only to demonstrate the characteristics of major policy risk factors in the property
development in the PRC but also to illustrate the necessity of adopting proper techniques in

managing the major policy risk, thus avoiding or reducing the loss in the practice.
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7.1 Case Study One

Background

In early 1990s, the property market grew rapidly when it was just established in the PRC.
Since the welfare housing system was adopted about 40 years, there has been a big demand
for houses throughout the country. At that time, the reforms of the land use rights system and
housing system were adopted in the country, which brought the opportunities to the property
development industry. Many local or overseas property development companies were
established and went into the Chinese property market. They acquired the land use rights to

developing property, aiming for gaining high profit from the new industry in this country.

In order to attract the foreign investment, many local Governments changed their urban plan,
established development zone and granted the land use rights to the investors for property
development. The number of developers grew rapidly in this market and the price of land use
rights increased dramatically in a short interval due to speculation in the land market. Lack
of an established legal system in the property development indusiry is one of the major

problems.

In 1994, the Central Government implemented the Macro-control Economic Policy to restrict
the bank loan to development projects. As a result, many development companies did not
have enough capital for completing the property development projects and made serious
losses. There are many cases in the country that projects could not be finished because of the

shortage of finance, which is due to the change of the financial policy.
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Description of the Case

A joint venture company, comprising of a Hong Kong listing company and a Mainland China
party, acquired the land use rights of a site in the urban area of a medium sized city iﬁ a
coastal province in 1992, Pursuant to the Contract for Grant of State-owned Land Use Rights,
which was made between' the Local Government and the Joint Venture Company in July

1993, the condition for the land use rights of the site for developing property in is illustrated

in Table 7.1.
Table 7.1 Condition of the Site for Developing Property

Site area: 6,485.52 sqm
Usage: Composite uses
Land use term: 50 years commencing from 7 August 1993
Land grant fee: RMB 28,000,000.
Completed date: In or before August 1996

- Condition for land transfer: Investment over 25% of total construction cost
Permitable GFA: Refer to the permission issue by Planning Department

In the feasibility study of this project, the subject project was expected to develop a
reinforced concrete comprehensive building with a 34-storey office building upon a 7-storey
commercial podium including 2 levels basement. It has a total gross floor area of 59,800 sq
m. At that time, the sales price of office is expected to be RMB 6,500 per sq m and

commercial area is about RMB 9,000 per sq m in this area. Pursuant to the project design,
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the total construction budget of this project is about RMB 267 million and it was expected to

be complete at mid 1996.

In early 1994, the Construction Land Use Planning Permit and the Construction Project
Planning Permit was issued by the Local Planning Department respectively. The Permits had
an approved construction land use area of 6,485.52 sq m and the approved gross floor area of
59,800 sq m. At mid 1994, a bank loan was granted to the developer with a total amount of
RMB 45.3 million for the land premium and the construction cost with the land use right of
the site as the security. The interest rate of the loan was 11% per annual. The construction

project commenced from June 1994.

In mid 1995, the main structure of the commercial podium including the car ;;ark basement
was completed and another bank loan was needed for the upper construction work. However,
at this time the Central Government introduced the Macro-control Economic Policy, the
finance policy was changed from supporting to restricting the property development, and

accordingly the finance to this industry was tightened up.

At that time, 1t was very difficult to borrow money to finish the property development
construction. The parent company of the developer even tred to negotiate with the Local
Government for the project finance, but it failed. Although an injection of additional new
money was committed by the parent company, and the commercial podium and car park

basement completed, the project was still abandoned at the end 1995. By this time, a total
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amount of RMB 112 million had been invested into this project, including the bank loan
RMB45.3, but the construction process had to stop due to the shortage of finance, which is

induced by the change of the Government financial policy.

The project was totally abandoned since then, and the developer had to pay bank loan
interests. Up to the end of 2000, the Joint Venture Company owned various finance sources
with a total debt of RMB 72.7 million. Attempt was made for rescuing this project, and the
joint venture company. The parent company negotiated with the relevant Government
authorities and changed the project design to match the demand in the market. However,

construction of the project could not continue.

In early 2001, the joint venture was forced to be liquidated, and the uncompleted
development with the remaining land use rights term valued as RMB 72.5 million was for

repaying the debt.

Summary

This practical case represents a typical project for property development investment, which
suffered from the policy risk. At the beginning, the joint venture company carried out the
feasibility study for the development project and a profit was expected and the development
project had been in the good progress with a stable economic condition. However, the
macro-control economic policy was adopted, followed by changing the Government financial

policy. This policy change brought the loss to the developers at a total amount of RMB 39
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million, about 13.3 % of the total planned investment amount and 35.2% of the total

committed amount in this project.

In the previous analysis, the change of the Government economic policy was identified as a
major policy risk factor I-1 in Stage I, II-4 in Stage 1l and IV-3 in Stage IV and considered as
a policy risk in Stage IT1I. This case shows the significant that this major policy risk, which

occurring in more than one stage can affect the property development to large extent.

7.2 Case Study Two

Background

In developing property, urban planning is a very important element to be concerned by the
developer. City plan can affect to large extent the land cost and the market price of the
property. It is essential for a property investor to understand the urban planning before

making any decision.

In early 1990s, the Local Government of a major coastal city suggested to construct a new
town in urban district, with a total site area of about 6 sq ki, as the Central Business District
(the CBD) in the future. In 1993, a plan for the CBD was completed and the CBD would
comprise business area, residential area and related ancillary facilities, such as shopping mall,
schools, a hospital and museums. This plan was considered to present very good commercial

opportunitiecs. Many developers believed that the Local Government would invest in this
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district in order to push the development of the CBD. And many of them acquired the land

use rights in the planned CBD area for developing property.

However, in 1997 the Government changed the urban development plan and decided to focus
on developing a different district of the city. This policy change has caused the land price
dropped from about RMB 3,200 per sq m to RMB 2,300 per sq m in past ten years. And
during the same period, the price of the residential properties in that area dropped over 20 per

cent (Figure 7.1).
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Figure 7.1 Decreasing Tread of Selling Price Index in Case Study Two
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Description of the Case

In the potential CBD area, a joint venture property developer obtained the land use nights for
a site with a total area of 189,925.30 sq m at a cost of RMB 1,563 million in 1996 for a
multiple usages. Pursuant to the Contract for Grant of the State-owned Land Use Right, the
joint v enture company was granted the 1and use rights o f this site. T he major conditions

specified in this land grant contract are included in Table 7.2.

Table 7.2 Condition of the site for Developing Property

Site area: 189,925.30 sg-m
Usage: Composite uses
Land use term: 70 years for residential; 40 years for commercial, tourism and

entertainment; 50 years for other uses commencing from 10
September 1996

Land grant fee: RMB 1,563,435,000
Plot ratio: <3.29

Green area: > 49,560 sq m
Maximum height: 30 stories

Total GFA: <625374.07sqm

According to the feasibility study report for this project, this site would be developed into a
commercial/residential development comprising 21 high-rise residential buildings and a
shopping mall with a total gross floor area of 625,374 sq m. In end 1997, the Construction
Land Use Planning Permit and Construction Work Planning Permit were issued by the

relevant Government authorities.
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Pursuant to the market information obtained, the project design was originally planned to be
completed in early 2000 and the total budget for the whole development project was about
RMB $§ billion including the land cost and bank loan interests. In other wards, the average
development cost was about RMB 8,000 per sq m in gross floor area. According to the time
schedule of the project, Phase I should commence at the mid of 1998 and the whole project
was expected to be completed in two and half years by two phases. In the feasibility study
report, the expected sales price of residential property was RMB 9,000 per sq m, giving a

return rate of about 12% to this project.

However, since the Local Govemment changed -the urban development plan focus, and
repositioned the focus on a new area in the city, the ancillary facilities in CBD area were not
proper developed. Having realized this change, the developer had to postpone the

commencement of Phase [ to the end 1999.

Finally, Phase | of the property development project was completed in the mid 2001. But the
property price dropped substantially before this completion date. As we can s;:e from Figure
7.1 that the index o fresidential p roperty d ropped o ver 1 5% in this city during the p eriod
between the end of 1998 and 2001, the sales price of the residential property in the proposed
CBD has dropped to RMB 8,000 per sq m. In addition, since the postponement of the
development schedule, the bank loan interest amount increased about RMB 423 million, the

construction cost including land cost and interests increased to about RMB9, 070 per sq m.
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Summary

In this case, the Local Government authorities changed the policy of developing urban area
and postponed the development schedule of the ancillary facilities in the CBD. It put off the
commencing date of this project over one and half years and decreased the developer’s
expectation on the potential of the CBD. The land price and property sales price in CBD area
dropped about 15% and 10% respectively comparing to that four years ago. At the same term,

the market price of the property had a slight dropping in the other district of this city.

As the above mentioned, the policy risk brought by the change of the urban policy in this area
as a major policy risk factor II-5 in Stage [I and considered as a policy risk factor in Stage L.
In this case, since the change of the urban planning policy, the price of the property in this
area dropped and the developer. has to face the dropping of the return due to the issue of this

policy and the loss was estimated as about 20% down comparing to the original return.

7.3 Summary of Case Studies

The case studies discussed in this chapter demonstrate typical examples where policy risks
have affected the efficiency of property development in China. In fact, there are many
changes in policies regulating property development introduced by the central or local
Government, and these changes often bring risks to the property development businesses.
The above eases illustrate that the major policy risks can affect the property development and
reduce the profit expected to considerable extent. These cases demonstrate that developers

can do little in order to reduce or avoid these risks. However, the proper consultation to
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relevant Government departments during the whole property development process is

considered important.

The structure of the property rights in China has gone through a fundamental change and is
developing toward the developed countries’ model, especially in the area of establishment
and improvement of the legal and policy system. Through the in-depth examination on the
PDPM established for this research, this study identified the major policy risks in the
property development process in China. Their occurring possibilities and impact degrees
have been modeled. The significant impacts of those risks are further demonstrated through
the case studies. The findings are particularly useful to relevant Government departments for
improving their ‘standards of implementing various policies, thus economic sectors can have

less impacts if changes have to be made to the existing policies.
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CHAPTER VIII - CONCLUSION

The structure of the PRC property rights has been through a fundamental change, developing
towards the developed countries' model, especially in the fields of establishment and
improvement of the legal and policy system. Through the in-depth examination on the
PDPM, this study identified the major policy risks in the property development process in the
PRC. Their occurring possibility and impact degrees have been modeled. The significant

impacts of those risks are further demonstrated through the case studies.

8.1 General Conclusions

This study compares the property development process between the PRC and the developed
countries or regions. It has been found that the PRC is far behind in implementing properiy
legal and policy system. Chinese policy system presents many uncertainties and risks to
businesses. The establishment of the property development model in the PRC (the PDPM)
suggests that policy risks have different impacts to business at different stages. According to’
analysis, the major policy risks in the PDPM have significant influences to the operation of

developing property in all stages.

The identification of the major policy risks was conducted through the assistance of practical
survey. And their characteristics across different stages have also been presented. Pursuant
to the survey and analysis in the previous chapters of this study, the following conclusions

can be made.
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The occurrence possibility of the policy risks in the PDPM

The market economy was been adopted about two decades in the PRC, and the legal system
for controlling and regulating the practice is still in establishment and improvement. Thf;
Chinese Government used to standardize the business activities by administrative methods
rather than through market mechanism. In the process of transferring the economic system,
many new policies have been adopted, and the same revisions have been made to the existing
policies. Whilst these revisions and changes are necessary in the process of transferring the

economic system, these changes often bring risks to the business in the market.

Property development is a new industry in China and the relevant policy system is being
established. It is expected that various changes and revisions will happen to the existing
policy system. These changes or revisions are necessary in order to regulate and supervise
the development to the market. Typical examples of changing policy in property
development industry include the land supply policy, the standard purchase and sales contract
of the commodity house, the environmental protection, etc. All these changes can induce
various impacts thus the increase of the costs to the investors. Changes in policies do present
risks to the property development in the PRC. Some of them have high occurrence

possibility in bring the losses to the property investment.

The comprehensive impact of major policy risks in the PDPM

According to the PDPM established in this study, it can be found that there are many policy

risks in each stage and the impact degrees of them to the effectiveness of property
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development are various across different degrees. The findings about the comprehensive

impact degrees of policy risks are obtained through using statistical methods.

Through the analysis, it can be seen that major policy risks have different impacts in each
stage. However, the identification of the major policy risks present that the comprehensive
impact degree of each major risk does not depend upon whether it occurs in one or more
stages in the property development process. For example, the change of the policy to the
construction project supervision is a major policy risk, which only affects the third stage of
the PDPM with a high impact degree, but it does not bring impacts on the other stages. So
the major policy risks are identified against different stages in order to investigate their

characteristics.

The analysis in this study presents the major characteristics of these major policy risks in the
PDPM. While the impacts from these major policy risks vary between different stages, the
degree of their impacts are significant. This indicates that proper control on these major
péh‘cy risk items across all stages in the PDPM will be more effective in reducing risk

consequence.

It also indicates that more efforts should be given to study the methods of managing these

major policy risks.
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The management of the major policy risks in the PDPM

The changes of the policies will usually result in increasing uncertainties and risks in .the
property development. From the case studies included in Chapter 7, it can be found that
.major policy risk factors can cause signi_ﬁcant consequence in the property development in
the PRC. In order to avoid or reduce the losses, it is important to understand the
characteristics of the major policy risk factors and carry out the policy risk management in

the property development in the PRC.

8.2 Suggestion for further Studies

Since the property development industry in China is a relative new industry, existing
information and data are limited for comprehensive analysis. Limitation exists in conducting

the comparison of China with other developed countries or regions.

It is suggested to establish a proper policy risk system in the future for assisting in identifying
risks. The characteristics of the major policy risk factors in China need to be further studied
with collecting more samples from practice. It is also considered most important for the
Chinese Government to establish a more stable policy system for supervising the property

development, which can increase the trust of the investor in this industry.

8-4



Appendix

;bl’ao Yue-kong Library
/" PolyU ° Hong Kong



wnlal
Jojueaend se yons ‘doddns 139fo1d ay3 01 paleal
sapfjod JuswiwaAcn B0 2yl Jo 3afueyd LY

ug0| asnoy jo uoiuod
3y} Jo 33uBYD SB YaNs ‘aduBuly 01 pajejal Aarjod
IUBWUIARY) [BI0T] 10 [BNUID) a4 Jo dFueyl) o-v

potsad juswiedal
Jo 23ueyd se yons ‘adueuy o3 parejdar Lonjod
JUSWILRACY) [E20] IO [BHUI) 3yl Jo afuey) ¢V

J1Bl 1S31a1UI SB 1INS ‘9oueul) 01 pate|al As1jod
UAUHLIAAOD) [BI07] JO [BLUID 3yl jo aSuey) v

poddns-uou Jo woddns
se yons ‘Asijod Suwsnoy o) paefdr &aijod
WBWWsACD (8007 1O [BOUX] 24 Jo aSuey) -V

UOHEBNR[L IO
uoidLsAL sk yans ‘A[ddns pug] o1 paig|as Larjod
USWILIAACH) [BIOT 10 [TAUIY) Yl Jo aSueyd) Al

213 ‘|0JIUOI-0ID A
SE UYons ‘Si0I0B) J1WOU0d3 01 pate[ar Aoijod

WBWWSA0D [BO0T] 10 [BHUID Y) jOo aTuyD I-v
%001 9001
e 9% % % %0S- | SL— | %00I- | — uBy %
aow | 001-sL | sL08 | 05-sT | %6520 | 90T -$Z- -08- “SL- 5507 | 00108 | %08-09 | %09-0F | %OF0Z | %0T-0
224337 1ovduiy AJ1GISSO4 dIUBLNID()
edwy pue L>uanbaiyg 23wa.1Ima3Q 10108 ] S

(Buryew-uoisioap pue sisAjeue jeroueuly ‘Suihinuaps ays jenuasrod Buipnjout) Apms Aupqisesay :f obejs

WdQd 24} ul sabejg ||e ssolae sysiy Ad1j0o4 BulhAaaing 1oy alleuuonsanp :| xipuaddy




v

sajod
Fuipymg pue saianed Suinueld ayi jo afueyn

101123104d [BIUAWUONAUS 1))
0} parejai sanjod uBwwdAony Ayl Jo 3Fuey)

JpEW
SEISIOAD 10 193IBW |BO0] SB yans ‘Fuisiel punj
ol pajgjal sawajed uswwsaon ayl jo aueyn

£V

siadejaaap Auadosd
ay) Jo uausaaul jeides sy Jo uonalusal Ayl
0} pajejal sapijod uawidAon A Jo d3ueyD

anjuaA ol ‘paumo-A[joym e
yons ‘siadojasap Auadoid 2y; jJo suonedjijenb
01 paje[as sadijod Juswwisaony ayl jo afueyn

Juswdo[aaap Auadousd auy o1 patejal
sarotjod JuswiWIRAOD [RIG] Ayl Jo 3Fuey)

watudojaaap Auadoed ayi 03 pate[as satot|od
ANUAAS] JUOLUIWISAOD) [E20] Syt Jo 3duey)

Palord nfuy
9yl 01 PaIalIR SULIY INDAE) 241 se yons ‘sarorjod
JUSLLWIdA0D [ED0T Ayl 01 pae@a  oloid
juswdopaasp Auodoid syl jo aduanpuw Byl




1304

siyfu um:“ pur]
Jo mjsuen 10) uotipuod Ay quswuedap pue)
Jo pouad ay1 se yans ‘Antjod wowurdap puey
01 paieal sojod wawuIADh A Jo AFury)

urd wual-8uo| Jo -piur Jo astan
ay1 pare|ar sajod uawiwasony ayt jo J8ieyDy

Karjod Sutuueyd se yons *asn pue)
01 patepat sanjod Juswuwiason 2y jo aueyn

$32] JJSUEL) 2Y1 DAIEM SB 10NS ‘SIyFL
asn pur] a1 Jagsurar jo asud oyl o1 pateas
s213tj0d  WMUEBARD  [Fa07] Dyl o afur)

WUANUIITE AQ PUT JDPUA] “UONINE 57 INS
‘Kaned s1ySu asn pur| jo Jajsuely Y1 oF paejal
satatjod Juawwiaaon w30 A jo afuryn

wnaward noyars a0 wniwasd
yiam seoyons ‘Aaijed asn pue] oy paw
sannod IuMWWRAOD) [R20T Ay Jo afuey)

t-d

awdojasap
Auadoad Jo azis a1 pur adX1 oyl uo vonmnsA
ayy s2 yans ‘wasshs Suisnoy ol paiejas sadjod
JUSLIUIBACD) [BIOT] 10 (B3 3Y) Jo 28ury)

il
sal

UQUENE| S F0 UOHILISAS
st yans ‘Addns pue| o1 paeor sardrjod
JUJUMLIAACY (8207 JO [BNUID 3yl Jo afury))

1-&l

%001
uey]
10

%
001-6L

2%
SL-06

76
05-67

5T-0

2%0-5T-

%08
IWNl

el —
-0e-

%001
— ueqy
8597

%
001-08

%08-09

%09-0%

%07

%020

22432(T 1vduy

ANNqIssoq a21a44139()

1oedur] pue Louanbaag asua1nm2Q

101284 STy

(eaosdde Buiuueld ‘ubisap 1osfoid ‘spyb asn puej jo uogisinbae ay} Buipnjaui) uogesedaid :o:u:...wm:ou :jl abeys




xe] uoneaidde pug) se yans _.co:mxs 0l
paje|as w1 sadtjod waWLISAGD) Ay jo afuey)

uonesuaduiod pue| o
paiejal w samjod Juaiwzaony ayl jo a8uey))

Latpod wiogas 10 A31j0d suomjowap asnoy oy
pale|al wy sanjod Juawwizaony ayl jo a8ueyd

81-4

SuoN1puod pue ampadsoid
eacudde - wawonnbai Fuippmg ayy jo afuey)

L1-d

satatjod [BIUAWILOIIALD JUdLIUIaAOD Ul 2FueyD

91-94

[00yas ‘|endsoy ‘peol ssa3e SE yons
quaudofosop Auadoid ul siadojaasp Auadosd
SY1 01 PAE[OS Ul JUBUAINDAY JUALILIIAGN) 3Y ],

cl-d

uanasal 1yday ‘Aysuap
Guipping ‘oner joid se yons ‘Aoijod Suiuueld
0] pare[dr saijod Juawilaaon ayl jo adueyn

aaueuy y2afosd ) 03 patejal
JUBWIWAAON 8307 10 {BJUID 2yl jo 3Bueyd

Aarjod e1aueuis jo afueya oy
AQ 1a3Jeiu o) ©] 2JuaNYul O) pAEIAI salaljod
WIWWIZACD) [e307] Io [enuany oy jo afueyn

spaford
Pa1d2[as Jwos 10§ s12dojaAdp oy 01 paayo
A|fewads  sucinpuod puE  SWI)  INOAT)  SE
yans ‘spoaford ay wi uonlipuos [eraads o1 pae|al
saldijod JUSWILIAAOG) [BIOT] 2yl J& adueu)

wawda|aaap
syl woy siySu asn pue| sy amnboe
0} SpPOdU  JUDWIWIBAOL) Y] 'SAI|I0E) uBqIn
JO UONdNASUOD Yl Joy poau A Aq pasne)

otjel uaald pue s5eida00
s ‘oner joid se yans ‘Axpod  Buiuupyd
o) pojejas sodnod uawwasony Jo  aSueyd




oV

S19B1JU02

uonoNuISUCY U0 SuopIpued Ayl Jo 3Bueyd 60
jwawdojaaap 13afod 0) paje[at
ul uononAsued ue suotenfar ay Jo SRy 80
UOLIBXE]
areIsa |21 uo uone(nSas 2207 2yl Jo aSueyD LD
Apenb uonsnasues parardwos ag)
10 asuwidanae ay3 Jo paepuRls 3yl uc uouen3ay 9-D
ampasold
woponsued  Sunemoads  wo  uonem3ay G-
satarjod [EIUAURIONIAUD JUSILLIAADD) JO SUEYD 1)
UED] JUEQq 2 yons
“‘Furauguy 1pafoad uo voddns wswwRAdn Ay, 130
UGLIATLIISUOI 31} JO 1500 3y} 01 30U3N|JuI
pue Aoyod Surousuy o] pae[al Ul samijod
JUSWILWAACS) [BD07] 10 [EOUID 1 Jo a8uey) 0
Ao1jod SuLIapua) BONINNSUD Y] JO ABUBYD 1-0
%001 96001
ue) % % % %05~ | %SL— | %001- | — uem %
AUOW | 001-SL £L-0% 0567 | 265T-0 | %80-6T- -5z -0%- -GL- $57% | 001-08 | %08-09 | %090 | %0F-0C %070
234827 pvduf A31]1GISSOJ dOUILNIOG

yedug pue LHuanbaayg 3ULINIQ

1050¢ 3 yseyg

(Buyyy Juawnoop pue Aenb uoyonnysuod

pajajdwos ayp jo aouepdasoe ‘uononisuod ‘ojoenuod josfoid syp jo Buuspuaj Buipniouy) ss820id uonansuod fjf abe}s




uawdoaadp Auadosd o
ut satoi[od |98 $BISI2A0 10 [BD0] 2y Jo aBuey)

3[es-a1d 10] SUCIIPUOD PUE SWLI]
syt 57 yons ‘sadjod aes-ard ay jo 2Buey)

raie fuigas
JO UoIIuL3p 3yl s yans ‘|esodsip Auadosd o)
patejas w sataijod JusunudAcn Y jo aduey)

$153121U1 puE olel ‘uus) afeSuow
sz yans “uaudoaaap Awadosd o1 parejas ur
sajed Sudueuy wawWIBAGY Yl Jo dTuryD

¢-a

tinjal
aajuetend ayy st yons ‘pafoid jeioads o1 paiejas
w saoijod juswiwdACh (EBI0T Ayl jo dFuryD

Fa

satoijod pue punj Sursnoy ‘sauerend
se yons ‘Astjod Sursuruy 01 parejas wi satdljod
JUSLIWIIAGE) [ES0T 10 |BHUID) 241 JO d8ueyD

diys1aumo 3y1 JO I3JSUBD UO SUONIE|NGa)
1o uonipued se yons ‘diysisumo Fuipjing sy
ut paejas sadijod 1WswLIaA0D 3yt Jo Buey)

UGIIAIIND
pue diysiaumo ay) JO UOHELUUOD SE Yans
‘saigijed sdiysiaumo Sutpping syl Jo aSuey)

%001
ueyy
U0

%
001-5L

%
SL-08

%
0s5-5¢

%570 | %0-ST-

%05~
-57-

%EL—
-0g-

%001~
-G/

%6001
— upp
5597

Y%
001-08

%0809 | %09-0v | %0t-0T

%0Z-0

22.433(7 1ovduf

A1q1SS0g 20U44NII0)

yyedur] pue £ruanbaig 20u21IN0Q0

101984 %STY

(luswoabeurw Auadosd pue jesodsip Auadosd Buipnioui) Juswobeueyy pue jesodsiqg Apadold IAf abe)s




8646 : SSaIppe jlew-2

Z7276(25800) : 1aqump] suoydapd L INSL A W
99.7(2$800) : raquny auoydapd |

: J3qumN] Xeg

: 3pe) [R1s0d

: uoNISOy

:aieq

INSL YA 3 ; weisissy 1afoad
NIHS A 111G ; 10siaradng 133f01g
- 1aquuny auoydagay,

: ssaIppy Junieiy

. awrep Auedwo)

- uapuodsay

Ajddns pue|
0} poiejar Astjod Juduwnwdaon Y jo dduey) 11-d

1ustaSeuew Auadoad oy parefal ul
sajod ay) jo s8ueya pue voncwawapdun oy | 01-d

xel Auadoad
JO uolLINPdL Y1 SB YINS ‘SUOIIENE) 01 PIIE[dL
ul saijod UdWUIA0 [e307] Ayl jo aBueyD 6-d




wmnjal
. aaueseng se yons ‘poddns 10afosd ayy 01 parejal
0 § zt 9 8 z 0 Ly = o 0 i g € 91 g | saanjod JuauaA0n (B30T A4l Jo dFuey) LV

ueoj asnoy Jo uottod
a1 Jo aSueyd SE YONSs ‘FouBuly 01 palejad Adijod
0 | s vl 6 v 0 0 0 0 4 z 01 8t 1 | wawwaaory (23077 J0 [BNUD Byi Jo duey) | 9V

pouad uawAdedar
Jo 2Fuey> se yans ‘aoueuy o) palejal Adijod
0 € z 4! 8 8 0 0 0 0 z v €l ! ¢ | uAWUIACH [B20] JO [ENUI) Yk Jo Bury) | &V

9JBJ 18213]U1 SB Yans ‘ausur) 0] paetas Axjod
0 0 L b1 8 z 4 0 0 0 z 9 g1 ot 0 | Wawwaa0n [307 10 [BHUID 3y o 3duey) | VTV

poddns-uou to poddns
se yons ‘Amjod Suisnoy o1 paejas Adijod
! s 4 9 (4 v 1 0 0 0 L vl S 9 || Wewwaaon [e00] S0 [enUa) 3y jo Aduey) | £V

UOIEXE[II IO
uo191Hs se yons ‘Ajddns pue| o1 parefar A31)0d
0 4 vl L s 4 1 0 0 0 1 el 01 L 7 | JuswwaAon jeac o jAUID AP Jo dBueyd Vv

319 ‘JOLIUOI-0IIIN
SE UIns ‘SI0IOB} DUUOUCI3 01 paeal Koijod

1 z £l 9 8 1 z 0 0 0 s b 9 bl p | wswwaa0n (207 Jo JenUAD A yo Bueydy | 1V
%001 %001
uey) % % % %0S- | %SL— | %000- | — uey %
aloW | 001-5L | €408 | 0SsT | %65Z-0 | %02 -5z -08- -ge- 557 | 001-08 | %08-09 | %09-0F | %Or0Z | %070
2a.43a(7 1ovdwy A111qISsO 221244100()
pedm] pue L2uanbalj 20u3.1INdd0) J03e ] Ay

(Bunjew-uoisioop pue sisAjeue jeroueuyy ‘Buifgnuapt ays jenusjod Buipnpoul) Apms Anjiqisead | abejs

AaAing 10} pajoajjo) eyeq jo Auewwng || xipuaddy




£l

81

saiatjod
Surping pue sarajed Sunueid ) jo 9Fuey)

Sl

01

uonosjold [EIUIWUOIIALD 3YI
01 paiejaa saijod Juatnwiason ayl Jo ddueyd

4!

11

s1

SERTLH
SEISIAA0 JO 1YIewW [BI07] S8 yans ‘Fuisiel punj
0] paiejas sadjod JudwILIaACD 23Ul Jo IFURYD

st

91

Zl

siadojaasp Auadoad
ay) Jo 1uawnsaAul jeydes Jy) Jo UOHIdLLSIL I
01 pale[al ssjod wawwaaon ayi Jo afueyD

Ll

61

armuaa ol ‘paumo-£|[oym se
yons ‘szodofaasp Auadord ayi jo suoursyijenb
01 pae[as sapajod judWIwdA0D By} JO JBuBYD

6l

4

14

wawdojasap Auadoid augi 01 poreal
soponod JUAWWIDAODY [BIOT 3yl Jo aBuey)

41

£l

81

uawdopasp Auadord 3y1 01 payepas satatjod
INUAAI JUAWWAACG B0 21 Jo 3Fuey)

£l

133foag nluy
3Y) 01 PaJajj0 SULIN INOAE] Y1 58 Yons ‘satdrjod
JUSWWdACH  [B307 Sy 01 paieal  1oaford
woawdoaap Auadoid ay jo asusnpul ayj




sjydu asn pue|
JO 1JSUEL 10§ UOIIPUOd 3y) ‘juduiedap pug|
1o potad 2y se yons ‘Aarjod uawedap pug|
1 0 L £ 8 £ 0 0 1 a 1 z o1 g1 ¢ | o1 pawjai sawijod JuswWBA0D 3y Jo AFueyD g-d

ug|d w2y-uoj 1o -piw o 3s1aal
[ £ 8 g1 ¥ 1 I 0 0 0 z 9 4 6l p | 21 pare|as sapdtjod WwILWAA0D 3Y) JO ABUBYD L4

) Aorjod Swuued se yons “asn-pue|
z 9 c 8 < c 1 0 [ 0 £ 7 #1 i ¢ | o1 parejal seiqod juswuraaon 2yl jo adueyD 9-4

$33] JAJSURL ) SAIEM SB 4ons ‘sjydLl
asn pue[ ayl Jaysuen jo adud g o pareal
0 z 91 L 9 z 0 0 0 0 z 9 g 91 t | satorjed juawuaaon (B30T By jo aFueyD ¢-d

juswoalfe Aq pue 1apud) ‘uoliane se yans
‘Kotjod s1yFu asn puey Jo 19jsuel AU} 0} PRI
[ 1 3 51 9 r4 0 0 0 0 ¥ 9 £1 L ¢ | sewijod juswwasen [BooT By Jo aduey) td

wrnnuazd noyum 1o winnuasd
yum se yans ‘Aorjod asn pue| o1 pale[l
[ L ¥ Al S z 1 0 0 1 3 r 9 L g1 | salonod Juswwiaseny [po07 ay jo Adueydy | toH

wawdopasap
Auadosd jo 2z1s ayy pue adA) ay) uo uondLASA
a1 se yans ‘wajsks Jwisney o) pajwlal saidijoed
£l . o yi 9 9 z 0 z 0 0 z v vl 01 { | waunwaron (207 Jo [enua) oy jo ABumyy | CH

UOLIEXE}O] 10 UOHILIS3]
se yons ‘A|ddns pug] o1 paseal saonjed

0 Z [ 91 < 4] v 0 0 1 z ¢ 21 R z JUIIIIACN B207 I0 [BNU3]) 241 Jo mmﬁmxu —.um—
%001 26001
e % % % 9%05- | %Si— | %00l1- | — uEdl %
WMOW | 0OI-SL | SL-0S | 0§-ST | 9%STO | PO-ST- -5t -0§- -5t 5527 | 001-08 | %0809 | %09-0F | %00 | %070
22.483(T 1ovduy A111q1S50g 22UDLINII)
1yeduy pue L>uanbaay 20ua1INIQ 10328 STy

(teaosdde Buiuuerd ‘ubisap yoafoid ‘syybu asn puej jo uonisinboe ay} Buipnjoul) uogeiedaid uonangsuo) ff abes




H-¥

&1

£l

ol

xe} uonesaidde puef se yoans ‘uoexel o)
patejal ut saonod JuswaAon oy Jo 3fuey)

€l

ol

Ll

uonesuadwod pug| 0}
patgjas ul satdtjod juswwdaon Y1 jo asuey))

11

ol

pl

Koyjod wirojar 1o Ao1jod suoiljoap asnoy o)
patgjas ul sapdrjod uswwaA0n Ayl jo asuey)

2!

91

SHONIPUOD puE 2IRpadoid
[eacidde — juawainbai Suipjing ayi jo aduey)

L1-d

¥l

7l

sa121j0d [EIUSWIUOLIAUS JUALIWIAAGE) Ul 3fuey))

9i-d

vl

Ll

[ooyos “|eldsoy ‘peol ssaaoe mm yons
‘quawdojasap Apadord ur siadofaasp Auadoud
3y 03 palefal Ul WAWANNDIL IWAUILIIACD) Y],

cl-d

8l

uoNaLISal 1S5y ‘A1suap
Swpjing ‘ones tojd se yons ‘Acipod Suuueid
0) paie[al satdyod JuswnLaAon Ayl jo a3ueyd

61

zl

aouewy 192(o.d oy o7 pajefas
JU3lBWISA0N 8207 0 [BHU3D 23 jo aBupy)

51

£stjod jeidueuy jo a8ueyd ay)
Aq 1adel ay) o1 dusnjul O pareas saijod
JUSWWAACH [BI0T 10 [BAUAD 2y) jo 2Bumy)

4

Ll

s19aloud
pPa133jes awos o) Swdoppasp ayl o1 palapo
Ajje1sads  SUOIpUOY puR  SULA)  JNOAR) SE
yons ‘s10afoad ay) ul uonpued fe1dads 01 paeal
saljod JuawuAACD (€20 Ayl jo aFueyn

91

01

wawdojaaap
ay woy siySw  asn pue| syl aunboe
0] SpP3sU JUJWIWIBAOD) 3yl ‘SANI[IDE} ueQIn
JO UONINISUGI AY) lo] padu Ayl Aq pasne)

11

6l

olel uaaed pue 25813403
ans ‘ones 1opd se yons ‘Aojod  Sureurid
01 pagjar saod juswwidaon Jo 3Euey)




(454

S19ELUOD

I 1 z £ L1 8 1 0 0 0 3 1 L 91 ¢ | uonanmsuod Uo suonIpuod A jo aFuey) | 6D
awdojaaap 193foid 01 pateju

0 ! v L 8l 4 1 0 0 0 I ot v bl [1 | Ut uonanusueo uo suoue|ndal 2y jo afueyd | 80
uonexe)

0 | 3 1 L L z 0 0 0 v 1 L 81 £ [ 99EISH |E31 UG wote[nFal (B30T 31 Jo ABueyD LD
Anpenb uonannsuos paeidwod 3y

0 0 S 8 Ll 3 0 0 0 0 £ 4 6 L1 Z | Jo sourdadoe 3y) Jo prepUE)s Y} UO LOUB{N3Y 9-0
ainpasord

0 0 3 8 81 z 0 0 0 0 z v 01 Sl ¢ | uoponnsuod  Suueinaads  uo  uonefn3ay &0

0 z S 81 v £ i 0 0 0 ¥ 8 s1 5 1| sa11j0d [2IUSLILOIAUS JUSLIWISAOLD) JO JFUEY) -0

UB0| JUueq SE 4ons
0 0 12 91 9 g I { 0 o z £ ¥ sl ¢ | ‘Swouruy 193foid uo poddns Juswwsacny ayj €D

UOIdNISU0D Y3 JO 150 341 0 dduan[jur
pue Aoijod Suwueuy o1 pajejal ul sawijod

0 1 z Ll ¥ ¢ [4 1 Tl o t 1 8 61 7 | WAWiRA00 B30T 10 [ERUID SY1 JO IFULY) [0
0 i v v 51 L 1 | 0 0 £ | L1 9 9 Astjod uilapua) uondnasuos ay Jo adueys -0
%001 ‘ 96001
uey % % % %0S- | %SL— | %001 | — uew %
AOW | 001-6L | §L-0S | 0§§Z | %65T-0 | %0-sT- -§T- -0§- 5L $577 | 001-08 | %08-09 | %09-0F | %0r0L | %0Z-0
22.432(7 1opdwy AN1GISSOF 2OUBANII)
peduy pue A>monbalyg 25u211M320 a03de sy

(Buyy yusuinaop pue Ajjjenb uononisuod

pojajdwion ayp jo asuepdasse sy} ‘WORONRISUOD UoloenUOD Josfosd ayy jo Bupopuay Buipnpour) ssadold uonaniysuo)d :jjj abejs




wawdojasap Auadord ays

0 0 g i’ 91 b 0 0 1 0 z 1 v 0z g | ui sawtjod [[35 $EASIIN0 0 [BIO} oy} Jo Buey) | 8-
) ales-a1d 10 SUOIIIPUOD PUE SWI3]

0 t 3 L vl v 1 0 1 0 £ v £l i Z | 2w se yons ‘satnjod ajes-aud oy jo 2Fueyny | L-(1
eale 3ul||as
Jo uonwyap 3yl se yons ‘jesodsip Auadord o3

0 0 v ol §1 v 0 0 0 0 4 0 9 91 6 | porepas wi saronjod wawwaacy ay o afuey)d | 9

$15242]U] pUE OIie4 ‘UL AFeZLIoW
se yans “uandojasap Auadoid oy pajelar w

0 ] 9 8 £1 v z ] 0 0 4 £ L 91 ¢ | sewijod Fuidweuy uawwaAon 3y Jo dFury) -
winal
snuerend ay) se yons ‘103foid eidads 0 palejas

0 0 9 < i 6 z 0 0 0 z z L 9 91 | ut sawijod juawwRA0y [0 Ay Jo aduey) | 0

satarjed pue punj Suisnoy “asjuerens
se yoans “Larjod Sutateuly 0 palejal ut sawtjod
0 ( S £l zl I 1 0 0 0 b S 9 91 7 | wswwdacn (207 10 [euud) Ay jo 2fueyy | £

drysiaumo ay] Jo 1ajsuen) uo suone[ngal
1o ucnipuod se yons ‘digsisumo Fuip|ing ayl

0 0 z 9 91 £ 4 z ) 0 I ¥ b 1 g1 | w pajefas sawdtjod 1WAWILIAAOD DY} Jo dFURYD d
UOUNIXD
pue diysiaumo ayl JO UOUBWIIFUOD SE Yons
0 0 1 8 Ll z £ 1 | 0 z z t 07 ¢ | ‘sadnjed sdysioumo Buipiing 2y Jo dBuey) -a
%001 96001
uey) % % % %0S- | %SL— | %001- | — uewn %
aow | oot-st | se-os | os-sz | %ST-0 | %0-se- 5T~ -0§- -SL- ss77 | 001-08 | %0809 | %09-0¢ | %OV0T | %070
da.48a(7 1ovdwy &npgissod aoua.44nd2()
1pedu] pae {oumanbaayg 2dua11n2Q 101080 SNy

(iuswabeuew Auodoid pue jesodsip Apadoud Buipnjaui) yuawoebeuew pue [esodsiq Aadosd (A abe)s




ri-v

[4!

[4

Ajddns pue|
03 paiejal Aayod Juswuisaoy ayl jo aBueyn

Ll

il

jwowaFeuew Auadord 01 pajepar w
satatjed ay) Jo d3ueyd pue uoneudwa|durs A4y,

¥l

Sl

xe}) Auadoid
JO uondNpal ayl se yans ‘SUOLEXE), 0 paw
ur sojod JuauuIAGD) [#307] a1 Jo a8ury)




Reference and Bibliography



Reference and Bibliography

REFERENCE AND BIBLIOGRAPHY

Achtenburg E. P., and Marcuse P., 1986. “The Cause of the Housing Problem”, Hartman

and Meyerson.

Byrne P. and Cadman D., 1984. “Risk, Uncertainty and Decision-making in Property
Development”, First Edition, E. & F. N. Spon Ltd, p.4-6, 10-13.

Cadman D. and Austin-Crowe L., 1991. “Property Development”, Third Edition, Witwell
Ltd. Southport, pp.2-10.

Collins & Cobuld, 1995. “Collins Cobuild Essential English Dictionary”, Third Edition,
Collins Publishers, pp.605 and 687.

Cushman R. F. and King P. J., 1992. “Construction Owner’s Handbook of Property
Development, John Wiley & Sons, Inc. pp.6, 8 and 28-29.

DTZ, 2002. “DTZ Index Chinese Mainland, Q2 2002”, pp.3.
Easton V. J. & McColl J. H, 1997. “Presenting Data, Statistics Glossary”, Glossary Web.

Enever N. and Isaac D., 2002. “The Valuation of Property Investment”, Sixth Edition,
Estates Gazette, pp.171-186.

Gatepain R. J., 1995. “Successful Property Development”, RIA Publishing, pp.1-2.

He B. Z. and Zou Y. P., 1998. “Real Estate Legal System”, Second Edition, China
Construction Industry Publisher, pp.36-47.

Hui C. M., 2000. “Housing Policy and Housing Reform in Hong Kong”. pp.2-3 and 15-17.

Jaeger C. C., Renn O,, Rosa E. A and Webler Thomas, 2001. “Risk, Uncertainty, and
Rational Action”, Earthscan Publications Ltd, pp.16-19.

Li L. H., 1999. “Urban Land Reform in China”, Antony Rowe Ltd, pp.24-27, 55 and 58.

R-1



Reference and Bibliography

Li Q. M., Li X. D., Shen J. and Lu H. M., 1998. “Risk, Uncertainty and Decision-making in
Property Investment”, First Edition, Southeast University Publisher, pp.36-42 and 95-
126.

Lifson M. and Edward S. J.R., 1982. “Decision and Risk Analysis for Construction
Management”, John Wiley & Sons, pp.133-134.

Liu H. Y., 2001. “Real Estate Development Operation and Management”, First Edition, The
China Price Publisher, pp.65-70.

Louey W. K., 1996. “Analysis of the Asses Valuation Method Real Estate Properties in the
People’s Republic of China and Hong Kong”, The University of Hong Kong, pp. 2-4 and
9-20.

Malpass P. and Murie A., 1994, “Housing Policy and Practice”, Fourth Edition, The
Macmillan Press Ltd, pp.4-11.

“Oxford Advanced Learner’s Dictionary of Current English”, Fourth Edition 1989, Oxford
University Press, pp.958 and 1093.

Pouliquen L. Y., 1979. “ Risk Analysis in Project Appraisal”, Fourth Edition, The Johns
Hopkins University Press, pp.2-3.

Shen L. Y., 1990. “Application of Risk Management to the Chinese Construction Industry”,
Department of Construction Management University of Reading, pp.12-31.

Shen L. Y. and Yu M. X., 1996. “Property Market Risk”, First Edition, Tianjin University
Publisher, pp.149-161.

Shen L. Y., Wu W. C. and Ng. S. K., 2001. “Risk Assessment for Construction Joint

Ventures in China”, Journal of Construction Engineering and Management, pp76-79.
SkyMark, “Radar Charts”, SkyMark Corporation, 1997-2002.

State Land Administration Bureau, 1992, “Major Land Administration Laws of the

People’s Republic of China”, Foreign Languages Press, pp.55-56.

R-2



Reference and Bibliography

State Statistics Bureau, 2001. “China Statistics Yearbook 2001”, China Statistics Press,
pp.54, 114 and 208.

The College of Estate Management, 1997. “Organization Management Volume 17, The
College of Estate Management, pp.14-29 of Section 5043 and pp.6-20 of Section 5044.

The Secretary of State for the Environment and the Secretary of State for Wales, 1977.
“Housing Policy — A Consultative Document”, Her Majesty’s Stationery Office, pp.1.

Thompson P. A. and Perry J. G., 1992. “Engineering Construction Risks”, Eastern Press
Ltd, pp.1-4.

Tsui Y. and Shen L. Y., 2001. “Analysis of Property Development Procedure in China
Mainland”, The Hong Kong Institute of Surveyors, pp.55-58.

Uff J. and Martin O. A., 1995. “Risk, Management and Procurement in Construction”,
Centre of Construction Law and Management Kings College London, pp.12-13, 28 and
113.

Walker A., Levett D. and Flanagan R., 1998. “China Building for Joint Ventures”, Second
Edition, Hong Kong University Press, pp. 94.

R-3



