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Development of
Professional Housing
[llanagement in Rorea

President and CEO of WOORI Housing Management & Operation Company

Professional Housing Management in Korea is closely related to the development of
apartment buildings and developed along two dimensions, namely “Qualified Housing
Managers” and “Registered Professional Housing Management Companies”

Development of Apartment Buildings

Concomitant with the May 16 Coup in 1961,
the Park Chung-hee Regime launched massive
housing projects along with strenuous effort
for Economic Recovery Program. In 1962, the
Korea National Housing Corporation (KNHC)
was established to support the development of
large scale Public Housing Projects centered on
the supply of apartment buildings. The Housing
& Commercial Bank of Korea and “Housing
Construction Facilitation Law” were also enacted
respectively in 1969 and 1972 to support and
finance the development of public apartment
housing projects and other private housing
apartment initiatives. Since then, quantitative
growth in apartment buildings and construction
companies have been apparent.

As a result, old detached housing stock were
being replaced by more efficient community
housing. From 1970s onwards, the proportion
of community housing grew from 4.1 % (12,495
households) to 66.5% (8,312,000 households) by
2005. Among which 79.7% (6,627,000 households,
53.0% out of total households) were over 5 storied
community housing buildings, called “Apartment
Housing” in Korea. During the course of massive
housing development, a surplus of housing supply
was achieved in 2002.

ChangesinApartment Housing Management
System

“Public Community Housing Law’ enacted
in 1963, stipulated management criteria for
apartment buildings and welfare facilities, and
prescribed duties of apartment owners. The
Ordinance was the first of its kind in covering
details of the organization of Apartment Housing
Management Associations and raised its profile
since apartment buildings were first supplied by
the Korea National Housing Corporation (KNHC)
in 1962.

“Public Community Housing Law” was later
superseded by the “ Housing Construction
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Facilitation Law”.-in. 1972 which® st ﬁ‘;
the purposes of private apart “-‘ b gs’
supply. It also included the contents
Community Housing Law" relevant tc
housing management. =\ A

However, as the supply of aﬁ
increased, the needforsupplement
law rose. “Community Housing
Order” was enacted as a subordi
in 1979 and regarded as practical guic
supplementing existing provisions. \

Subsequently the supply of houses exceeds it =

demand and the above provision was considered =
outdated. Hence, with the goals in improving .
living environment of residents as well as to
stress the importance of the welfare functions
of housing, the “ Housing Law” was enacted in
2002 to replace earlier provisions of “ Housing
Construction Facilitation Law” At the same time,
“ Community Housing Management Order” was
also replaced by “ Housing Law Implementation
Ordinance (Articles46~82,Chapter5Management
of Housing) .

Under the “ Housing Law’; Apartment housing
was subjected to Mandatory Management
for apartment complexes with more than 300
households units or complexes with more than
150 households units with elevators, or with
Communal Central Heating System (i.e. not
individual heating system). As of the end 2006,
amongst the 24,020 housing complexes listed in
the Apartment Housing Complex Zones, 44.6% or
10,704 complexes were less than 150 household
units. In other words, about half of the complexes
were subjected to mandatory management.

Qualified Housing Management Specialist
System

A unique feature of the Korean Apartment

Housing Management  System is the
establishment of the Housing Management

e EEEA




Specialists System. These specialists, who pass
the National Qualification Test (at this point,
they are called “Assistant Housing Management
Specialist”). They will fully qualified as “Housing
Management Specialist” after serving as head of
Management Office for three years, or working
at Management Office for five years. Since 1997,
Article 72 of the Housing Law Implementation
Ordinance specifies that for Apartment Housing
with less than 500 household units at least an
Assistant Housing Management Specialist (or
higher status specialist, i.e. Housing Management
Specialist) should be provided, and a Housing
Management Specialist should be assigned
to each of such complexes with more than 500
household units.

Tests are conducted every two years since 1990
and there is no restriction on age and formal
education qualifications. By 2006 9 tests have
been conducted and a total of 28,507 applicants
have successfully passed the tests. Among which
7,606 work as “Housing Management Specialist”
and another 3,575 as “Assistant Housing
Management Specialists” Including those who
are assigned to related jobs, more than 40% of
the total qualified persons were employed in the
Housing Management field.

Remunerations for the employed specialists
are largely equivalent to the average urban
workers (annual salary of 30 million Korean Won,
about HK$250,000 excluding retirement pay).
Recognition of Housing Management Specialists
by average Apartment Housing Owners is
improving, and their pays are steadily on the
increase. It is expected their pay will surpass that
of average urban workers in the future.

Housing Management Specialists (and the
Assistants) devote themselves for the improvement
of the common interests of Korea Housing
Management Specialists Association, Inc., which
was established in 1991. Before 2006, mandatory
assignment of Housing Management Specialists
was limited to the owner occupied apartment
units. Yet, starting from February 2006, the law
was amended to extend such provision to rental
apartments. Starting from September 2007, effort
has been made to further amend the Housing
Management Specialists Assignment System to
include ‘Apartment/Store Complexes’ with more
than 150 households units which was previously
excluded.

To meet the increased demand of Housing
Management Specialists and to promote

resn (@

competitiveness among Housing Management
Specialists as well as to enhance the choice of
apartment owners, Qualification Test for Housing
Management Specialists will be scheduled
every year from 2007. However, with a view
toward protecting vested interest, Housing
Management Specialists are suggesting a much
harder qualification test to curb the supply of
Management Specialists in the future, albeit the
passing rate of the Qualification Tests already
dropped to an average of 11.6 % in the past 9
recent tests.

Registered Professional Housing Management
Companies

Article 52 of Housing Law Implementation
Ordinance provides opportunities for Apartment
Housing Residents to choose either self-
management by Residents Organizations
or consigning management to Professional
Management Firms. Among owner occupied
apartment complexes, two thirds (66.6%)
chose to consign management to Professional
Management Firms in 2006 and it is on a gradual
increase. It is construed that the preference for
higher quality apartment housing leads to higher
expectation of apartment owners in choosing
professional management services.

However, low entry barrier of Apartment
Management business results in the increase
in number of Apartment Management Firms by
10% annually, and as of end 2006, a total of 499
Apartment Management Firms are engaged in
apartment management.

Hence, competition among small firms has
resulted in unbelievably low cost, yet at the
expense of the level management standards.
Such aggravating business environment leads to
unfavorably low cost and ultimately also results
in the loss of credibility of management firms.
Such vicious cycle has become a serious issue.

Changes in Apartment House Supply Market
and Customer Needs: Demand & Prospect

At the end of 1997, the Asian Economic Crisis
exerted a severe impact upon Korea and ceiling
selling price for Apartment Housing was lifted
so as to revitalize Korean economy. The ceiling
was set to enable those low income buyers
to purchase apartments while also providing
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financial support to apartment construction
firms. Lifting of the ceiling price will stimulate
current apartment owners in seeking better and
higher quality apartments. Thus this provides an
opportunity to construct ultra high, ultra modern
complexes.The emergence of excellent hardware
supply creates the need for high quality software,
i.e. high quality management service support.

To cope with this trend, Korean Apartment
Housing Management Sector came up with a
suggestion to establish qualifications for “Living
Management Specialists” to vitalize Apartment
Housing Resident Community by improving
quality of their services through additional
training and more responsive services.

By 2000, newly upgraded apartment hardware
and their occupants create the demand for a
differentiated new brand of professional services.
Firms that engage in the provision of such new
services and establish their brand value ahead of
their competitors would surely benefit the most.

To reflect such move, three high-ranking
Apartment Housing Management Firms in the
private sector reached an Mergers & Acquisitions
(M&A) agreement in 2002. The newly merged
company then managed a combined stock of
over 210,000 households and instantaneously
became the market leader (compared the
market leader then which only managed under
150,000 households). , At the moment, housing
stock which the new company managed already
reached almost 320,000 households and continue
to maintainits leading status. Itis expected similar
more of by M&A will continue in the future.

Public Apartment Housing Management
Sector

So far we have covered private apartment housing
in general. Now lets turn to public apartment
housing sector. Representative supplier of Public
Apartment Housing is the “Korea National Housing
Corporation (KNHC)"” and the “Urban Development
Corporation’ both are “local autonomous body of
the Municipality. Public Apartment housing supply
is divided into two categories: apartments for sale
and for rent. Apartments for sale are mandated
to subcontract to private management firms, and
thereafter managed similarly as private housing.
For apartments for rent, housing providers are
required either to contract its management to
private management firms or to manage directly
themselves. When such apartments are put up for
sale, decision has to be made either to manage

at the Resident Meeting.

Representative Public Apartment Housing
Management Firm is the Korea Housing
Management Co. Ltd., which was separated from
the“KoreaNationalHousingCorporation.(KNHC)"
It currently manages 240,000 households units -
mainly rental Apartment units.

Final Remarks

Compared with other neighboring countries,
a unique feature of apartment housing
management system in Korea is the mandatory
assignment of publicly recognized Housing
Management Specialists. In describing the
relationship  between apartment housing
management  specialists and professional
management firms, interesting analogy was
made to doctors and hospitals by a Korean mass
media.

Namely, a medical doctor is eligible to establish
and operate a hospital with personal license.
Similarly, an apartment housing management
specialist may provide professional management
servicesin aself-managementapartmentbuilding
with his own qualifications. At the same time, he
may choose working in a consigned apartment
building when assigned to excellent management
firm as in the case of outstanding doctors in
General Hospitals with abundant infrastructures.
Housing Management Specialist likewise may
serve as the Chief of Apartment Management
Office while belonging to some managementfirm.
Many analogies can be made when considering
the relations between Hospital(doctor) and
Management Firm (housing management
specialists). , When the business management
ability of Hospital (Management Firm) harmonize
with the specialty of Doctor (Housing Managers),
the Patient (Residents) will be able to appreciate
higher standard of satisfaction. Improvement of
working environment as well as expertise and
management skills and developing specialists’
latent ability, etc would contribute toward such
harmonization.

Byung-yong Nohis Presidentand CEO of WOORI
Housing Management & Operation Company
in Korea. Since 2002. He received a Master's
degree in Business Administration from the Keio
University in Japan and worked for Engineering
& Construction Division in Samsung Corp, from
1984 to 2000.
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