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| 80~90%°] 3} 1,299,882
90~95%°]3} | 1,454,820 1,351,477
95%©] /¢ 1,663,846
- p<0.05 ** p<0.01 *** p<0.001
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AEH B4 =T PYAF ol | wi=H T YA T
AW
B rojgE B TogE B ol gE
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dum 4 x x x x x x
dum AF X X X X X X
dum E-°F x x x x x x
dum ¥& | 441,601.98 004 x x 666,177.69 012
24 | dum T x x x x x x
FH dum ¢l 1,317,293.01 000 X x x x
dum Fl X X X X x x
g x x x x x x
Al ok A 2312 019 7727 .000 x x
Al okE 544,766.40 002 634,996.66 010 x x
m'd @7k 072 027 137 012 x x
5713k 27,088.92 009 29,909.42 .007 x x
SAA7 2239 .000 2.391 .000 2.061 092
R’ 0.708 0.765 0.575
F 415.002 529.62 258.461
P 000 000 000
TEUF FTAFEE ) FA (A1) FTAFEE )

- p<0.05 ** p<0.01 *** p<0.001
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[E5-5]AI ek -&A4F 715 3] HEA] vl
PRI Ha 24 =T AL ol | WA A Tk
B fro8ds B fro]gE B ol gE
A 295,228.44 -64,508.34 318 121,528.47 .100
dum “J x x 73,333.64 .006 x x
dum AF X X X X X X
dum E-oF x x x x x x
dum :’ol% X X X X X X
2 | dum 5 x x x x x x
e | dum HS 179,917.23 .009 x x x x
dum &1l X X X X X X
dum 25 = X X X X X X
EXA dum 35 % 225,400.52 .000 98,202.02 .003 243,094.70 .012
= dum 4% = 163,778.47 001 98,028.94 .002 279,001.10 .004
dum 5% 307,928.02 .000 170,501.03 .000 418,676.35 .001
dum F7A 96,296.40 022 87,171.45 .001 x X
) B dum ¢JoF 318,480.75 .000 191,654.72 .000 X x
dum &&&A | -180,127.05 .003 -177,613.66 .000 -435,264.35 .000
A= x x -2,167.41 .009
Al2FE A (m?) 2.883 .000 6.286 .000 4.486 .002
A (%) 245,428.86 .000 206,578.83 .000 x X
m'd E7HH) 097 .000 110 .000 073 .000
SAIAZHH ) 2273 000 1.791 .000 1912 000
R’ 0.709 0.707 0.547
F 572.964 332.34 127.88
D 000 000 000
TEH FTAFEE ) FA (A1) FTAFEE )

- p<0.05 ** p<0.01 *** p<0.001
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ABSTRACT

The Limited-Market Value Determinants
and the Effectiveness of the Right-to—Request a Sale in Real

Estate Transaction for Development Projects

Dong Jun Shin
Major in Real Estate
Dept. of Economics and Real Estate

Graduate School, Hansung University

The goal of this research is twofold, to analyze 1) the reasons behind
the land price increase for a typical land development project as private
developer close on the land contract, and its land purchase price
mechanism that cannot be explained under the general rules of economics,
and 2) the effectiveness of the right-to-request a sale provision, a legal
tool introduced in the Housing Law to put such price increases under

control.

The first round of analyses on contracted land prices agreed upon by
private developers to move the real estate development process forward
showed a few noteworthy characteristics: 1) the land in question had
following the market valuation mechanism up until the closing on the

contract, 2) limited number of buyers and sellers, 3) a market dynamism
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very different from that of a broader real estate market, and 4) its price
discrepancy with the normal price. These constitute a limited—market value
which explains why the land price went up upon the closing of the
contract. Since the land was a limited—market real estate and followed the
rule of limited-market value or non-market value the change in value
could not be understood under the rules of general economics which

presume a market real estate and a market value.

The hedonic price model analysis found that the influential factors for
the limited—market value were the type of land ownership, land area, class,
zoning category, period of payment of the balance, building cost per square

meter, appraised land value, and contract closing rate.

The land prices gradually increased as the contract was concluded.
Price distribution analysis showed that prices were low at the early stages
of the contract negotiation (when closing rate is low), increasingly moved
up as the rate were higher, and then plateaued at a certain point. Prices

then spiked at 80% or higher closing rate showing a cubic curve.

The effectiveness of the right-to-request a sale provision - introduced
in the Housing Law to try to suppress these price hikes shown in land
contract negotiations - were analyzed. Results showed that the price ratio
was actually higher (at 455.99%) for contracts concluded after the
introduction of the new system at closing rates of 80% or higher, which
means that the land prices still went up even after the court’s decision to
grant the right to determine the price - formerly held by the seller when
the closing rate were less than 80% - to a third party. The new provision
failed to put the price surge under control. In a survey on the issue of

right-to-request a sale, 71.1% of the respondents still in the process of
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negotiation said they had yet to exercise their right with 47.6% of whom
finding the legal process under the new system time-consuming and
irrelevant, which is a testimony to the ineffectiveness of the new system.
Another reason for revision is the fact that bigger proportion of the total

development profit is going to land owners as the project progresses.

The research showed that the purchase value of the land negotiated
in a real estate development project did not move under the general rule of
economics because it was a limited—market value. Such factors as the type
of land ownership, land area, class, zoning category, period of payment of
the balance, building cost per square meter, appraised land value, and
contract closing rate were identified as determinants of the limited—market
value. Investigation of the land contract price curve (assumed as cubic)
showed that prices were low at the early stages of the contract negotiation
with low closing rate, gradually moving up as the rate were higher,
remaining stable at a certain point, and then spiking at a rate of 80% or
higher, which is a strong evidence for the need to complement the

currently irrelevant right-to-request a sale provision.
Keywords : real estate development, land contract, land purchase price,

non-market price, limited-market value, land contract price curve,

right-to-request a sale
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