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Abstract | B E

China is the global epicenter of mankind’s mass urbanization and the exploding growth

of global cities. China is the unrivaled leader in the development of tall buildings on an
unprecedented scale in terms of their number, geographic distribution, and sheer scale. This
phenomenon is rapidly and dramatically changing the scale of cities in China, and the fabric of
the purpose, function, and operation of the buildings of which they are comprised. The creation
of diverse vertical communities, the social, operational, and economic challenges they impose
— yet with the promise of significant benefits to the health and well-being of the community
and other stakeholders — is driving the adoption of new paradigms for the ownership and
management of mixed use tall buildings. This paper will outline the emergence of mixed-use tall
buildings in China’s cities that support diverse uses and functions. It will explore the economic
necessity to incorporate mixed uses

Keywords: Community, Economic Feasibility, Placemaking, Property Management,
Social Cohesion
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Introduction

China is the global epicenter of mankind’s
mass urbanization and the exploding growth
of global cities. China is the unrivalled leader
in the development of tall buildings on

an unprecedented scale in terms of their
number, geographic distribution, and sheer
size (CTBUH). This phenomenon is rapidly and
dramatically changing the scale of cities in
China and the fabric of the purpose, function,
and operation of the buildings of which they
are comprised.

The creation of diverse vertical communities,
the social, operational, and economic
challenges they impose - yet with the
promise of significant benefits to the health
and well-being of the community and

other stakeholders — is driving the adoption
of new paradigms for the ownership and
management of mixed-use tall buildings.

This paper will outline the emergence of
mixed-use tall buildings in China’s cities

that support diverse uses and functions.
[t will explore the economic necessity to
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Figure 1. China will expand its total number of tall buildings by 87% to 141 by 2017. (Source: Barclays Capital)
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incorporate mixed uses and their evolution as
a new class of property investment vehicle.

[t will present the evolution of ownership
and management models and provide
insight into the future of the creation,
nurturing, sustainment, and management
of communications in vast vertical

urban communities.

In addition to the increase in the size and
number of China’s tall buildings, the locations
are also changing, with development clusters
appearing inland from the economically
advanced coastal areas of the Pearl River Delta
(PRD) and Yangtze River Delta (YRD), within
tier 2 and 3 cities (Figure 1).

[tis well known that the pace of urbanization
in China has driven the national housing
boom. However, a bunch of “fresh-off-the-
farm”laborers are not going to translate
directly into a need for new skyscrapers. Yet,
that increase in urban population is being
incorporated into a larger economic

system, from which demand is generated
several steps further down the line for
commercial use.

The current stock of buildings has been
developed in tier 1 cities within CBD or
commercial zones, where there is demand
for commercial mixed-use. With the crop

of new building locations in tier 2 and 3
cities, the mixed-use themes are continuing,
with the difference being that these
developments include residential elements.
Development decisions to incorporate
residential components do stem from ever
growing housing demand, but more so from
the need of the developers to generate sales
and quick capital returns.

Community

Once, cities within North America competed
for the race to the sky. But in the 21st Century,

(CRR: BEREHE)

this race is led and by China and the Middle
East, both of which have soared ahead.

China continues to be a major contributor to
global urbanization. Between 1990 and 2000,
more than 150 million people (the equivalent
population of Russia) moved to urban life

in Chinese cities, with a further 200 million
people (the equivalent population of Brazil)
added between 2000 and 2010. The urban
population is expected to rise further by
approximately 190 million in the decade from
2010 to 2020 (JLL Research, China).

This unrelenting population transition

to cities is challenging China’s property
developers, owners, investors, and designers
to provide practical solutions to maximize
space utilization and built form efficiency.
However, in the design process, the principles
of architectural form, efficiency, and feasibility
remain vital, permeating down into context,
which means relating to the city, to the local
community, to the building’s occupants, and,
of course, the objectives of the developers
and owners (Figure 2).

So, urbanization’s primary function is to bring
rural residents into cities and incorporate
them into the city economy. They become
more productive — enhancing the economies
of the cities where they reside, — and create
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Figure 2. Urbanization is an important growth driver in China. (Source: JLL)
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Figure 3. Vertical jungles in the sky within PTC Tower.
(Source: Group GSA)
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economic activity that fuels demand for
additional services and multiple forms of
real estate.

To date, the current stock of completed tall or
supertall buildings in China have not included
large elements of residential use. It is obvious
that the current stock of buildings have been
delivered in a time and in locations where
there is a demand for mixed-use commercial
space. The new crop of buildings in tier 2,

3 and 4 cities will have to follow different
strategies; strategies to alleviate pressure for
financial return and residential demand within
locations where the commercial demand will
not be sufficient. The under-construction,
Zhong Nan Center, Suzhou has a small
amount of residential units that will be sold
for private dwellings.

Vertical stratification — multiple ownership
(residential) and sharing services between
public and private use - is a vital factor in
design and for management through the
operational life of the building. In order

to fully extract the social, environmental,

Figure 4. Shanghai Tower (Source: Gensler)

E4. EshOoRERARZSMNEMRTT (KR Gensler)

community, and operational efficiencies,
dedicated lobbies and drop off areas, shared
amenity areas, sky gardens, and sky lobbies
will act as functional spaces that allow the
building’s and surrounding population to
coexist. These areas and floors also afford the
opportunity to create amenity and meeting
spaces while separating the different uses.
Largely, these are the principles which drive
the thought process in designing these
buildings in China.

Urban Oasis Case Study

Philippine Transmarine Carriers (PTC) Tower
has eight sky gardens reflecting the eight
main regions of the Philippines incorporated
into the design of PTC's mixed-use, 400-meter
tower in Manila. The landscaping and

plants differ in each garden reflecting these
geographic areas, thereby creating a vertical
jungle from around the Philippines (Figure 3).

Community & Cultural

Shanghai Tower has incorporated some
unique thinking and strategies to engage
the building population, the Shanghai
community, and visitors to the building.

A commercial museum has been included
on the 27th floor not just to instill and
promote culture but to offer exhibition and
sales space to private owners of arts and
artifacts. The design of the museum is in
the style of a traditional Chinese Suzhou
garden (Figures 4 & 5).

In China, tradition and beliefs permeate
through and shape life. This is not lost in
building design and management. The
traditions of Feng Shui —"wind — water”—
are often reflected in designs and practice
through the positioning of objects or
structures so as to harmonize with spiritual
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Figure 5. A typical Suzhou Garden design (Source: JLL)
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Figure 6. Feng Shui is important in building design (Source: JLL)
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forces. It is based on a belief in patterns of
Yin and Yang and the flow of energies (Chi)
that have positive and negative effects. The
practice commonly influences orientation,
placement, or arrangement. Indeed, masters
practicing Feng Shui are consulted in
interior and exterior design and finishes, the
positioning and orientation of the building
itself within the development site, and the
placing of traditional artwork, water features
and sculptures within the building and its
surrounding site.

Case Study, Feng Shui Examples:
- The traditional of placing Chinese coins
into the foundations of buildings as
representing stability and wealth.

- Ancient stone pieces brought in from
provinces around China and placed
in locations and positions within the
building to promote Chi — positive
energy and forces.

« Incorporating the Five Elements or
Forces (wu xing) — which in China are
metal, earth, fire, water, and wood - the
‘elements” meaning generally
not so much the actual substances
as the forces essential to human life
(Figures 6 & 7).

Economic Feasibility

China’s city skylines are being dominated by
tall buildings that are becoming taller with
more ambitious and unique designs. As well
as providing a practical solution to maximize
space utilization in China’s ever expanding
and densely populated cities, these tall
buildings are a way for the cities to project
their wealth and ambitions for the future.
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Figure 7. Feng Shui is important in building layouts (Source: JLL)
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Figure 8. Ping An Finance Center, Shenzhen (Source:
Kohn Pedersen Fox Associates)
B8 R FzEr+AL FR

Fox Associates)

Kohn Pedersen

Tall buildings have moved from being
institutional investment vehicles to trophy
statements whose value is determined by
parameters other than simple return on
investment. The incorporation of mixed-use
reduces risk through diversification, as well

as offering the opportunity to pre-sell where
there is a residential component and to

attract equity from different groups for different
components.

Looking purely at the building form itself
then the floor space inefficiencies, higher
construction costs and longer time frame

for development of buildings over say 80+
storeys, are rarely justified by the real estate
value in a typical free market economy.
Usually, investors would value the property at
the entry net operating income (NOI) cap rate
of 4% for the commercial office portion and
probably at a rate of 5% for the hotel portion
(depending on the performance of the hotel).
Given the prime location and the absence

of land supply in such areas, it's believed the

interest level would be quite high for such
trophy assets.

However, even so, being a supertall doesn't
seem to measure up to the typical financial
metrics unless the value created for a larger
development area (eg Downtown Dubai for
Burj Khalifa, KLCC for the Petronas Towers,
North Jeddah for Jeddah Tower, WTC in New
York etc) can be captured. In these examples,
the tall building is the catalyst for the creation
of a community of mixed-use development
around it.

The incorporation of tourism facilities, and
particularly observation decks, provides an
essential plank to underpin the financial
viability of most mixed-use tall buildings.
Anecdotally, the revenue generated from
Shanghai World Financial Center commercial
and public observation desks is close to the
rental revenue generated within the building.
This revenue forms part of the evaluation of
the building’s NOI and eventual valuation.

Case Study: Ping An Finance Center (PAFC)
(Figure 8)

+ The rationale and value for Ping An in
developing PAFC is not measured in the
yield or income, but the opportunity to
own and build a headquarters building
in Shenzhen. The land was bought
relatively cheaply and with the lead time
to build and occupy being eight years,
the building is estimated to breakeven
within five years of opening (some
12-13 years after the land purchase).

+ The leasing strategy was formulated in
2012.This has evolved with the market,
with the current quoting rents being
100% above the initial appraisals.

-+ PAFC will consolidate different business
from around the city to occupy 40
floors of its HQ building. Their strategy
return is not one of cost savings on
rent and management fees, but rather
the opportunity to increase in business
efficiency within the same building.

It could be argued that the traditional
thinking on how to value buildings should not
apply to buildings such as Shanghai Tower.
How should we view the efficiency of such
buildings when, by definition, their DNA and
design must deviate from the standard to

set new boundaries and instill new concepts
around social cohesion and place making?

In short, the traditional view surrounding
efficiencies should change when thinking
about these buildings. The amenity areas
should not be viewed as common areas and,
as such, excluded totally in these calculations.
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These exist like parks and gardens in normal
city planning to promote and create better

life. This is sharing of space within the building
to promote interaction and social cohesion. In

the case of Shanghai Tower, the design team
sought to mirror the original gardens and
parks in traditional cityscape and planning,
albeit now reflected into the vertical city,

to replicate original thinking and retain
traditional city planning paradigms — the city
re-imagined (Figure 9).

Property Management in Partnerships

While the traditional aspects of property
management are vitally important to daily
operation, other less traditional and even

more complex challenges present themselves

when designing the management regime for

operating a mixed-use vertical village or town

and its surrounding development.

The population of the property depends

on the property manager for access to
workspace, shopping, entertainment, leisure,
culture, public services and transportation.
In China, with SOE ownership, the building
or development will act as a focal point for
government and public administration, hubs
of infrastructure, and natural locations for
gatherings as well as trade and commerce.

It is therefore difficult to overstate their
importance. In a very real sense, they

are everyone's neighborhood, and their
management is central to the prosperity and
well-being of whole communities.

Going forward the need for effective and
specialist management will be demonstrated
by urban flows to Chinese cities. The

Government’s commitment to mixed-use
development policy is encouraging SOEs,
the private sector, property owners, the
community, and local governments to
develop collective management initiatives.

The task in hand is to coordinate proactive
initiatives designed to ensure desirable and
attractive places. To achieve this, property
management partnerships are formed
between the key stakeholders of owners,
occupiers, and a property manager, thereby
bringing together a wide-range of key
interests. These interests can promote the
vitality and viability of the development and
establish and maintain its key role as the
lifeblood of its community.

With senior representation from the key
stakeholders, the management initiatives
develop, or support the development

of, a widely-adopted vision and strategy.
Successful strategies are broad-ranging

in approach, typically covering the
development of what is on offer to attract
people and investment, better environment,
wellbeing, quality, and security.

What makes the management partnership
effective is that it plays a key role in delivering
the strategic objectives. Action Plans identify
how the strategy is to be delivered and

the partnership acts as the driving force

in ensuring that delivery takes place. The
combination of vision, strategy and action
plan, the wide-ranging partnerships, and the
effective support and involvement of key
interests through the cooperative groups
means that developments can:

- create mixed-use environments that
are clean and safe

Figure 9. A typical floor plate for Shanghai Tower (Source: Gensler)
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- provide efficient transport, parking,
orientation, and accessibility for
multiple uses

- vitality through proactive marketing
and events programs

- develop branding

- celebrate local heritage through
tourism and destination management

- expand opportunities in the local
community through developing
training and employment programs

- increase choice and diversity by
promoting and integrating new
amenities, residential development,
and a 24/7 economy

- enhance quality through public art and
creation of public realm spaces

- ensure that the development is
welcoming to all and an experience
worth having

The property management company for
Shanghai Tower is a joint venture between
the three owners and an external property
manager (Figure 10).

Social Cohesion through Placemaking

Placemaking is not a New Idea - the
thinking behind Placemaking gained traction
in the 1960s, with groundbreaking ideas about
designing cities for people, not just cars and
shopping centers.

Placemaking inspires people to collectively
imagine and invent public spaces as the

heart of every community. Strengthening the
connection between people and the places
they share, placemaking refers to a collaborative
process by which we can shape our public realm
in order to maximize shared value.

Tall and supertall buildings in China will be
organic places attracting people to work,
visit and live within its rapidly growing cities.
Planning and investment at an early stage are
needed to send a strong and clear message
to the market of a place where employees
and residential investors will enjoy working,
socializing, and living.

Social interaction will need to be purposefully
planned for and encouraged through the
design of the project, choice and placement
of amenities, and programming. The thought

process must be careful to avoid creating
amenities without interest. In Shanghai
Tower and Ping An Finance Center, the plan
is to experience and use large civic plazas,
sky lobbies including Medical facilities

/ learning centers / kindergartens, and
learning facilities with activated public spaces
encouraging pedestrian and surrounding
area engagement. Plazas, amenities, and
open spaces promote events and activities,
entertainment, social interaction, and art.

More is achieved by working together — by
pooling skills and ideas and by working
towards influencing and achieving positive
outcomes. The Management Partnership
shares two key goals:

- To ensure the development is appealing
as a vibrant destination to live in, work
in, and visit, and

- To ensure the continuing development
and management of those qualities that
make it an interesting, fun and different
from other places.

More than just promoting operational
effectiveness, the management partnership
should create a blend of form, function, utility
and livability — people-friendly spaces with
civic qualities, paying particular attention to
the physical, cultural, and social identities that
define the building and its surrounding space
and support its ongoing evolution.

With community-based participation at its
center, an effective management process
will capitalize on the building's community’s
assets, inspiration, and potential, resulting

in the creation of quality public spaces

that contribute to its population’s health,
happiness, and well-being.

Placemaking within the tall building will show
its population just how powerful the collective
vision can be. To imagine everyday spaces
within a confinement of its structure, and to
see the thought and vision of the designers
and operators in recreating amenity areas
such as parks, meeting areas and plazas,
neighborhoods, and retail in a

vertical environment.

Case Study: Shanghai Tower

Placemaking and Community: the building
has a total of nine zones separated with eight
different sky lobbies — each zone is accessed
by an express elevator to the lobby (like

a local express train to the station) then a
change via the sky lobby to an elevator that
stops at the floors within the immediate zone
above (like taking the bus to the offices). Each

Figure 10. Shanghai Tower sky lobby (Source: Gensler)
E10. EBROKRBENZ=FKRE (KR: Gensler)

FIEZXKEMAR, FRIGERE 7~
HENMESAUMEBERNIRN L HT(E,

HENSENESERZIERARSIAL]
ERERERAUPT R TAE. e R AEER
AR, WAURT REAIAIRE, @
miZRHE—TBE . BWTIRINES
£ Y/\iﬁﬁﬁﬁmlﬁ@:}%ﬁ%/\%ii
1B A RANETER R,

IME/MIRTT. BAREIEEINRE R

MY, BENTHHSZIEHITET M
. 2% }E@EIEE@M?&EE, DAsEE S

SIZBLEXAENIRE. BT OKE
M2z &R AT EERLL A A JEA E R X
BHRN 7. =PAE, BREERE/
FIF0/ ) LEMFE SR, FTRE
HaH=E, RIITAMEIXIENS

5, K& 1. #figie. FR=EAE
MUERN. BRK ARMZARERE T
¥ a,

EMEEA IS RIAREEES

SCERREMEE, FEYE NG
TR R. MBS USINEERRE
0

WRIT RIS Z2EBRAEE. T
Nl SAA P

BRI EREEEE. ik

NEFEAM A RN R,
FRTIACEREIN, BESUNENTTIS

— NS ThEE. RMAERENES
. TEZEHWANECTARREER
5. XM=, ML T 23R4
NERNZ BRI R R,

#HHHEXAZOHZRZ25T, — P ER
NERRBBENBEFEXNES. =

458 Economic and Other Reflections on Height | = E34%55%

R HERZREMN



sky lobby is a landing floor or station to create
a community and meeting place within the
landing floor. The thinking being that people
will meet each other each day when they
arrive and transit within the building, much
like the traditional travel to and from work
regimes (Figure 11).

Conclusion

In China, property management continues
to evolve and respond to the new challenges
of the economic forces, urbanization, and
fast paced expansion of its cities and their
development of supertall and mixed-use
complexes with multiple owners.

The challenge is to ensure that skills and
know-how are in place to enable these
developments to achieve the expectations
placed on them by the government, its
owners, and the surrounding population.

Management initiatives created by key
stakeholders are bringing about real change
in the way properties are managed, owned
and valued. At one level we are seeing an
improvement in environmental quality

with sustainable thinking and accreditation,
planting, greening, cleansing and community
initiative schemes. This is making these
developments attractive places to visit

or in which to work and trade. The more
strategic initiatives are playing a key role in
attracting substantial investment into the
cities; in helping to resolve the pressures

of urbanization, transport, and access
deficiencies; in making places people want
to live and visit; alongside creating vibrant
trading and business environments.
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Figure 11. Shanghai Tower has nine different vertical
zones (Source: Gensler)

1. BEROKEIMAERMEEX (SRR Gensler)

References:

Barclays Capital Equity Research paper dated January 2012

CTBUH - website: SkyscraperCenter.com

Interview on design with Mike Bradley, Principal Architect GSA Studio Shanghai and Managing Director, China Business: Designers for PTT

Tower, Manila.

Interview with Tsang Wai Ming Thomas, CEO Shenzhen Ping An Financial Centre Construction and Development Company Ltd / Erin Liang
Executive Director, Ping An Real Estate Company Ltd regarding Ping An Financial Centre, Shenzhen

Interview with Xiaomei Lee, Principal, Managing Director, Gensler Shanghai regarding Shanghai Tower

JLL Research, China

Project for Places website for knowledge content and historical comment

CTBUH 2016 Shenzhen - Guangzhou - Hong Kong Conference | 20164 CTBUHRYIl - M

- EBEFFRI 459



