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“Of Course it is Condos, What U Think?” 
By Mike Gallagher 

 
 

 
 

As Wikipedia describes it, “a transit-orientated development” is a “T.O.D.” 
T.O.D.’s are used in cities with high density, mixed use and walkable. 
 
This is quickly what all of Honolulu is becoming beginning in Kakaako and 
will continue well into the future long after you and I are no longer here. 
 

 

 
Hong Kong 
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Curitiba, Brazil 

 

 
San Francisco, California 

 
What do all three cities and more have in common? 

 

Equity and housing cost concerns 
One criticism of transit-oriented development is that it has the potential to 
spur gentrification in low-income areas. In some cases, TOD can raise the 
housing costs of formerly affordable neighborhoods, pushing low- and 
moderate-income residents farther away from jobs and transit. When this 
happens, TOD projects can disrupt low-income neighborhoods.[35] 
When executed with equity in mind, however, TOD has the potential to 
benefit low- and moderate-income (LMI) communities: it can link workers to 
employment centers, create construction and maintenance jobs, and has 
the potential to encourage investment in areas that have suffered neglect 

https://en.wikipedia.org/wiki/Gentrification
https://en.wikipedia.org/wiki/Transit-oriented_development#cite_note-35
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and economic depression.[36] Moreover, it is well recognized that 
neighborhood development restrictions, while potentially in the immediate 
neighborhood's best interest, contribute to regional undersupply of housing 
and drive up the cost of housing in general across a region. TOD 
development reduces the overall cost of housing in a region by contributing 
to the housing supply, and therefore generally improves equitability in the 
housing market. TOD also reduces transportation costs, which can have a 
greater impact on LMI households since they spend a larger share of their 
income on transportation relative to higher-income households. This frees 
up household income that can be used on food, education, or other 
necessary expenses. Low-income people are also less likely to own 
personal vehicles and therefore more likely to depend exclusively on public 
transportation to get to and from work, making reliable access to transit a 
necessity for their economic success.[37] 
Sounds like 
 

 
 
Op-Ed How L.A. can improve its return on our multibillion-dollar 
transit investment 
 

In many parts of Los Angeles, all this new transit hasn't just helped people get 
around, it has fueled development boomlets. In Pasadena, downtown and in 

https://en.wikipedia.org/wiki/Transit-oriented_development#cite_note-36
https://en.wikipedia.org/wiki/Transit-oriented_development#cite_note-37
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Hollywood in particular, new apartment buildings, hotels, offices and stores 
have been springing up in the vicinity of rail lines. Our regional investment in 
better public transportation has helped increase the value of land and property 
along many of the transit routes. 

Currently, all that increased value flows primarily to private developers and 
property owners. They get to charge higher rents and enjoy increasing 
property values. Fairness suggests that the taxpayers who are footing the bill 
for the transit lines should share in the wealth that rail creates. Outside the 
U.S., there are many models of successful programs that allow transit agencies 
to recoup some of the public's investment and use it to benefit surrounding 
communities. The practice is called value capture. 

The Hong Kong Mass Transit Railway, for example, is operated by MTR Corp. 
Ltd., a public-private entity that is entitled to buy land near its rail lines, 
develop it and lease it. Two-thirds of the Hong Kong transit system's revenues 
come from just such land development and property leases. The money 
generated by leases has financed expansion, upgrades, and maintenance of the 
system while keeping fares lower than in many world cities. 

Yep, you are correct, once again it is the City and County of Honolulu who 
wins with increased Property Taxes, higher land values, G.E. Taxes and of 
course “Value Capture.” Just wait, I know it is not here yet as we continue 
to embarrass ourselves across the World with Rail to No Where fiasco at 
such a huge cost to all, but remember the words: “Value Capture.” 

From Wikipedia: 

Public investments, such as building transportation or sewer facilities, can 
increase adjacent land values, generating an unearned profit for private 
landowners. The unearned value (increases in land value which otherwise 
profit private landowners cost-free) may be "captured" directly by 
converting them into public revenue (see georgism). Thus, value capture 
internalizes the positive externalities of public investments, allowing public 
agencies to tax the direct beneficiaries of their investments. 

https://en.wikipedia.org/wiki/Georgism
https://en.wikipedia.org/wiki/Externalities
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Urban planners and finance officials are often interested in value capture 
mechanisms, for at least two reasons: 1) because they offer a targeted 
method to finance infrastructure benefiting specific land, and 2) because 
some such investments can generate private investment in the area, which 
will more widely benefit the city (e.g., by providing employment 
opportunities, shopping and other amenities, and a more robust and 
diverse tax base.) It can be politically useful to capture for the city treasury 
a share of the positive externalities of city-financed investment. This can 
help address public concern about the fact or perception of unfair windfalls 
when specific owners’ land values increase after urban infrastructure 
investment is paid from general city revenues. 
Although it is not always talked about as such, the most common value 
capture mechanism is the general real property tax, with no special 
features other than regular assessment of market value; this is because the 
common real estate tax includes the less known land value tax. The value 
of any given land is determined by its proximity to various amenities (both 
public and private). Thus, for example, when a new subway station or 
highway interchange is installed, land near the new facility becomes more 
valuable. Investment in capital improvements to land can synergistically 
generate capital investment in other nearby locations, which further 
increases land value. Thus, even if the rate of taxation does not change, 
the tax revenue generated from properties which benefit goes up by way of 
higher land values and increased development. The effectiveness of value 
capture depends, of course, on a smoothly functioning ad valorem property 
or land value tax system, with regularly updated assessments. 
Georgism 
Georgism, also called geoism[1] and single tax (archaic), is an economic 
philosophy holding that, while people should own the value they produce 
themselves, economic value derived from land (including natural 
resources and natural opportunities) should belong equally to all members 
of society.[2][3][4] Developed from the writings of Henry George, the Georgist 
paradigm offers solutions to social and ecological problems, relying on 
principles of land rights and public finance which attempt to integrate 
economic efficiency with social justice.[5][6] 
Georgism is concerned with the distribution of economic rent caused 
by natural monopolies, pollution, and the control of commons, 
including title of ownership for natural resources and other 
contrived privileges (e.g., intellectual property). Any natural resource which 

https://en.wikipedia.org/wiki/Land_value_tax
https://en.wikipedia.org/wiki/Georgism#cite_note-1
https://en.wikipedia.org/wiki/Land_(economics)
https://en.wikipedia.org/wiki/Land_(economics)
https://en.wikipedia.org/wiki/Commons
https://en.wikipedia.org/wiki/Georgism#cite_note-2
https://en.wikipedia.org/wiki/Georgism#cite_note-2
https://en.wikipedia.org/wiki/Georgism#cite_note-4
https://en.wikipedia.org/wiki/Henry_George
https://en.wikipedia.org/wiki/Georgism#cite_note-5
https://en.wikipedia.org/wiki/Georgism#cite_note-5
https://en.wikipedia.org/wiki/Economic_rent
https://en.wikipedia.org/wiki/Natural_monopolies
https://en.wikipedia.org/wiki/Pollution
https://en.wikipedia.org/wiki/Commons
https://en.wikipedia.org/wiki/Title_(property)
https://en.wikipedia.org/wiki/Natural_resources
https://en.wikipedia.org/wiki/Privilege_(legal_ethics)
https://en.wikipedia.org/wiki/Intellectual_property
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is inherently limited in supply can generate economic rent, but the classical 
and most significant example of 'land monopoly' involves the extraction of 
common ground rent from valuable urban locations. Georgists argue that 
taxing economic rent is efficient, fair, and equitable. The main Georgist 
policy is a tax assessed on land value. Georgists argue that revenues from 
a land value tax (LVT) can reduce or eliminate existing taxes on labor and 
investment that are unfair and inefficient. Some Georgists also advocate for 
the return of surplus public revenue back to the people by means of a basic 
income or citizen's dividend. 

Personally, I do not see this benefiting Honolulu other than in increased 
taxation and out of control land values and rents. 

The have nots, whomever they might be will living in the far reaches of our 
Island and they will riding the train to be built. Just like in Kailua where they 
have all but eliminated affordability regardless of your income unless of 
course you can afford it. For all others you will be taking the train and 
watching Honolulu and the Country side go by out your window while 
sharing your long commute to your job in Honolulu, if you are lucky. 

For those of you who still want to read more concerning Value Capture, I 
highly recommend: 
https://www.london.gov.uk/sites/default/files/land_value_capture_report_an
nexes_transport_for_london.pdf 

As for the future of Condos in Hawaii, yes, you could not be more correct. 
Condos are and will continue to be the future. 

There is little guess work to be done at this time. It is really very 
simple. 

1. If you can still afford to purchase a Single Family Home on Oahu, buy 
it! 

2. If you cannot afford a Single Family Home on Oahu buy a Condo! 

https://en.wikipedia.org/wiki/Supply_(economics)
https://en.wikipedia.org/wiki/Economic_rent
https://en.wikipedia.org/wiki/Ground_rent
https://en.wikipedia.org/wiki/Economic_efficiency
https://en.wikipedia.org/wiki/Justice
https://en.wikipedia.org/wiki/Equity_(economics)
https://en.wikipedia.org/wiki/Land_value_tax
https://en.wikipedia.org/wiki/Land_value_tax
https://en.wikipedia.org/wiki/Basic_income
https://en.wikipedia.org/wiki/Basic_income
https://en.wikipedia.org/wiki/Citizen%27s_dividend
https://www.london.gov.uk/sites/default/files/land_value_capture_report_annexes_transport_for_london.pdf
https://www.london.gov.uk/sites/default/files/land_value_capture_report_annexes_transport_for_london.pdf


7 
 

3. Last but not least, keep renting and you will not be living here 
much longer. 

I hope this article has helped you. Please do not hesitate to call me to 
discuss your needs or questions. Yes, I am busy but this is what I love to 
do and I am hiring other Real Estate Agents like myself as I go along so 
you won’t be seeing any poor service or ‘Gee what is really happening in 
the market’ from me. 

 I will leave with just a few graphs to emphasize where we are all headed. 

Much Aloha, 

Mike Gallagher, Broker/Owner 4%RealtyHawaii 808-384-9015 
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Less and less inventory For Sale because those selling now most likely are 
cashing out and moving out of State. To sell a nice home on Oahu now and 
hope to trade up is not happening for most folks as homes are just too 
expensive and for now overvalued. The bad part is that although homes 
For Sale are mostly overvalued for now they will not be for much longer. 
 
Those buying homes on Oahu now are mostly from the Mainland moving 
here who can afford it.  
 
Census data for Population of Hawaii are so far behind they are of no use 
but estimates have Hawaii as increasing by +5% for 2016 and running 
about 20th place in the U.S. where almost all States are estimating 
increases but many of them below +5% 
 
My gut feeling is that folks are leaving Hawaii and that the future will hold 
even less increase than +5%, in fact even the State of Hawaii projections 
show they see almost half of what they normally saw in population 
increases for the future of Hawaii. 
 



11 
 

 


	Equity and housing cost concerns
	Georgism

