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Wat chi ng out for over-building

TOO nuch of a good thing is bad. Property devel opnent is an engi ne of
econonmic growth, providing living space for people and prem ses for

busi ness. But over-building is wasteful and counter-productive. Deciding
when that happens is usually left to the devel opers and risk-takers of the
free market. Wien market nechani sns break down, however, and a glut

occurs, the Government nust step in.

The directive to State Governnments to stop unnecessary devel opnent
projects is tinely. The property overhang is serious, as Prine Mnister
Datuk Seri Dr Mahathir Mhamad stressed when he told local authorities to
consider the marketability of property projects before approving them The
nunber of unsold residential units rose by 10.1 per cent in the |ast
quarter of last year conpared with the previous quarter. Unsold properties
i ncreased from 54,265 to 59,750 units, of which 38.9 per cent had renuined
unsold for nore than 24 nonths.

The property glut will continue if local authorities ignore reality and
continue to approve property projects wi thout |ooking at what the Prine
M nister has rightfully described as the "big picture". The loca
authorities should not be too hasty in approving projects just because
they want rapid developnent in their areas. Reducing the supply of new
property units will allow denmand to catch up and absorb the unsold units
to reduce the overhang.

A property glut levies a large opportunity cost because noney |ent by
banks to devel opers could have been used nore productively for other
pur poses. Wrse, all those involved in the chain of activities in property
devel opnent, from the devel opers and contractors to the suppliers will be
affected and possibly face financial difficulties. Projects which are
abandoned hal f-way because of | ack of buyers are an eyesore and a
financial burden. Local authorities nust nonitor the market and go for
projects with better prospects, such as low and nedi um cost residential
units. Otherwi se, the excess in the property market will remain |onger
t han necessary.
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