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An Analysis on the Incentive Mechanism
of Urban Renewal from the Separation of
Property Rights Viewpoint

Song-Ling Yang’ and Hui-Hua Cho’

Abstract

This paper divides the residual right of control for urban renewal business into four
steps: proposing, agreement, implementation and monitoring. When the land owners
and the implementers organize as a common development entity on a very urban renewal
unit, the land owners initially hold stronger control rights on both proposing step and
agreement step; along the implementers hold agreement letters exceeding the official
threshold of urban renewal regulations, they will control better execution rights, and
the landowners hold weaker surveillance control rights. The current value allocation of
rights transformation for urban renewal employs common sharing of expenses with the
implementers. After deducting the common sharing of the discounted price substitute
payment of the land and buildings after the rights transformation, the remaining lands
and buildings shall be allocated to the original landowners according to the rights value
proportion before each piece of land rights was transformed. In so doing, the land
owners obtain most of the residual claim. Under such separation of the control rights
and the residual claim, whether the value allocation of the rights transformation is as
suitable arrangement for property rights? Will it be the incentives to the urban renewal
participants? Whether it will facilitate the efficiency of urban renewal promotion? These

are the main points of the analysis of this paper.

Keywords: Urban Renewal, Rights Transformation, Control Right, Residual Claim,

and Incentive
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