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Abstract

Apartment prices in Seoul have been well over four times its supply price for the last twenty years, while undermining the
housing affordability of lower income households. We attribute the exorbitant prices to density control and reject the popu-
lar claim that they were caused, in particular, by greedy speculation for land and housing. Using mathematical models and
the existing literature, we argue that the stringent density control as practiced in Seoul is not compatible with the planning
values of equity, compact development, housing affordability, efficiency, and economic growth. This sweeping conclusion
largely follows from the fact that density control inside Seoul encourages metrowide sprawl and that densification inside
Seoul is socioeconomically and environmentally cheaper than the sprawled development. Consequently, density control in-
side Seoul goes against the general direction of smart growth. This implies that with no deregulation of the density control,
strengthening the publicness of land alone would fail to break up the very mechanism generating the non-smart growth.
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Fig. 2. Hedonic prices of apartments
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Table 1. Apartment price index

86.2 Jan. 2008
Seoul 99.8 Nov. 13,2017
107.8 Nov. 12,2018
Rest of the 100.1 Nov. 13,2017
country 9.7 Nov. 12,2018
Actual avg. price 50,800 Seoul, July 2017

(10,000 KRW/unit)

Source: Korean Appraisal Board; http://www.kab.co.kr
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Fig. 4. Weekly percent changes in apartment price in Seoul
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7 712202 o thA] AAksHE ot 2t

frejate] £He) S FEERbe] sHel A
=2:3=2x1357F ¢ : 3x1357F ¢
=2705+ ¢ : 4057

o] fc}, & Ryt Bt A7k 4050 Yo =dAlo], {45
A Bat A7 2708 D] =Ho] 7 2= ks Aolct, whet
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e 7He TUT AEAS AR Aojns A7k 1007 o
fFshz SHUF e} Ajste] &0l fastal NG et
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Fig. 9. Efficiency, equity, and sprawl
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Fig. 11. Density caps and sprawl

# Small towns

All over the places

Schalen-Kaskaden Brunnen (fountain) near the Fleischbriicke Bridge
at Niirnberg, Germany. By courtesy of Christine Dierenbach, Tourist
Office of the City of Nirnberg.

Fig. 12. Development cascading
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+0.093
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27%01 22 AZA|] FF5E 9 Bt §HES Y 217%147
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Table 2. National land tax versus up-zoning

National

land tax Up-Zoning
' 1.4
Renters
. 14 Set equal to
gain (2 heLs)
Inequity
reduced  Prop. owners' 47 1.4 (=rental income
burden (b) : reduced)
(a)+(b) 6.1 28
Are inefficiency & sprawl No Ves

redressed?

Note: The unit is trillion KRW/year, measured over the whole Seoul metro-
politan area.
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