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Proposed Reduction of DMC Managers’ Remuneration

on Review of BMO

KY Kwok
Li, Kwok & Law, Solicitors & Notaries

Introduction

The Consultation Paper on the review of the
Building Management Ordinance (“BMO”) was
published in 2014, inviting the public to express
their views on the proposed amendments of the
BMO. Later, in 2016 and 2017 respectively, the
Legislative Council Panel of Home Affairs (“HAD
Panel”) has published their up-dated views on
the proposed amendments. One of the proposals
is about reduction of the remuneration of DMC
Managers. This article will discuss the proposal
generally and the reasoning behind.

Reducing MR rates year by year

The 2014 Consultation Paper proposed to reduce
the remuneration of DMC Managers in different
ways. Firstly, for developments of more than 100
residential units and car-parking spaces, the
ceiling of the manager’s remuneration (“MR”) will
be reduced from 10% by 0.5% per year down to
8%. The reasoning in support of this proposal
is not quite apparent. It was said some owners
took the view that the existing mechanism of
linking up the MR with the management expenses
“induces the DMC Managers to spend more so
as to increase their remuneration”. However, the
proposed reduction of the percentage will not
induce the DMC Manager to spend less. On the
contrary, if there were anyone intending to inflate
their MR, they may have to spend even more to
cover up the deficit caused by the reduction.

[t was also mentioned in the 2014 Consultation
Paper that the DMC Manager should be more
familiar with the estate they manage as time goes
by, and the “service and overhead costs may
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decrease with accumulation of experience”. Firstly,
service and overhead costs should presumably be
dealt with on reimbursement basis. If the amount is
reduced, the benefit will go to the owners anyway.
Secondly, if it is said that the Manager’'s job
becomes easier, and this may justify reduction of
their remuneration, this will be quite contrary to the
common understanding that a more experienced
service-provider should be paid more. A more
senior and experienced solicitor may solve a
legal issue more easily and swiftly than a trainee
solicitor. Nevertheless, nobody would venture to
suggest that the senior solicitor should be paid
less than the trainee for performing the same
job. In any event, there is no scientific evidence
published to justify the reduction (i.e. 0.5%
annually down to 8%) which looks quite arbitrary
to laymen.

It is only when there is concrete proof of firstly,
widespread abuse of the mechanism by DMC
Managers spending more than they ought to so
as to inflate their bills, and secondly, the lack
of remedies offered by the law at its present
state over such mischief or real difficulty for
owners to resort to the remedies available, that
the Legislature should intervene by lowering the
ceiling percentage. We see no such proof offered
by the HAD Panel.

It should be noted that according to the DMC
Guidelines (“the DMC Guidelines”) issued by the
Legal Advisory and Conveyancing Office (“LACQO”)
of the Lands Department who approves most of
the DMCs, there might already be a provision in
the DMCs permitting the Owners’ Committee (or
Management Committee if an Owners’ Corporation
has been formed) to vary from time to time the
percentage of MR. Strangely, there is no limit as to
the extent and frequency of the variation. Reading
the provision literally, the Owners’ Committee
or Management Committee would already have
wide power to adjust the MR payable to the DMC
Manager without any legislative intervention or



further amendment of the DMC Guidelines. The
author has seen some actual cases when the
Owners’ Committee or Management Committee,
consisting of some ten persons in an estate
with hundreds of units, purported to reduce the
percentage of MR drastically to an extremely
low level. In those cases, the Manager may
need to resort to arguments like there should be
an implied term that the adjustment should be
reasonable, when the DMC Guidelines do not say
anything expressly to that effect. It is quite difficult
to understand why there should still be further
intervention by imposing a seemingly arbitrary and
automatic reduction schedule universally on all
DMC Managers in future.

As the DMC Guidelines’ provision permitting
adjustment mentioned above has been in
existence since 1987, presumably buildings
having their DMC drafted after then would have
such a provision in place. Of course, there may
well be some older buildings still managed by the
DMC Manager which do not have the protection
of the said adjustment provision. However, as
the proposed amendments will only affect new
buildings and apply during the first four years
of the DMC Manager's management, these older
buildings will not be better off after the amendment
in any event.

Items of Expenditure with no “Value-added
Services”

Another amendment proposed in the 2014
Consultation Paper is to exclude some expenditure
items from calculating the MR of the DMC
Manager. It was said that expenditure like
electricity charges and water bills of common
parts and facilities do not involve any “value-
added services” of Managers who therefore
should not charge on them. According to the
2014 Consultation Paper, “only those items which
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genuinely involve management supervision (e.g.
payments for garbage disposal, security services
etc.) should be counted as the total expenses,
costs and charges necessarily and reasonably
incurred in the management of the development’.

Firstly, it seems the ceiling percentage prescribed
by LACO is for a package deal applying to all
management expenditure. For many years, the
property management industry works on such
basis with the building owners. If that ceiling is too
high, and there is convincing evidence to support
that, the problem may be dealt with simply and
directly by adjustment of the ceiling, which is what
the HAD Panel is suggesting to do as discussed
above.

More importantly, the issue may well bring in
uncertainties and arguments in the interpretation
of future DMCs as to the meaning of “value-
added services” and services which “genuinely
involve management supervision” of the Manager.
If the Manager receives an electricity bill, writes
a cheque, arranges it to be signed and sends it
out, and records the payment in the ledger, will
he be providing management services on that
item? If not, what is the minimum level of services
which entitles him to remuneration? In the 2014
Consultation Paper, it was said that arranging
for garbage disposal or security services would
be regarded as providing management services
(presumably even if these are to be done through
contractors and not the Manager’s staff as no such
distinction was drawn in the Consultation Paper).
The reasoning seems to be that the Manager
would need to arrange for the tendering of the
jobs and oversee the contractors’ performance. On
the other hand, if the Manager has to ensure that
the wires, the pipes, the light bulbs and the water
taps etc. used in connection with electricity and
water supply of the common parts and facilities of
the building are in good repair and condition, so
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that at the end those supplies and services will not
be interrupted, which eventually lead to electricity
charges and water bills being payable, it may
be arguable whether the Manager is providing
some services relating to the electricity and water
charges. If the DMC Guidelines and the DMC
simply adopt what the Consultation Paper said
without due and careful elaborations, this may well
invite litigation for the owners and the property
management industry. At the end, one will ask
this simple question after considering all these
complicated issues, “why should we make simple
things complicated?”

HOO and Transparency

The 2014 Consultation Paper also mentioned
the need for transparency of certain kinds
of expenditure, like those incurred by “the
headquarters or parent company of DMC
Manager (e.g. services provided by the DMC
Manager’s accountants who serve more than
one development)”. It was proposed that “the
DMC Manager should provide the owners with
a detailed breakdown on how the service fee of
the headquarters/parent company is apportioned
among the developments they serve”.

It is well-known to experienced property managers
that “Head-Office Overhead” (sometimes known as
“HOQ”) is included in the management expenses
which attract MR. It is not the mere fact of
inclusion of the HOO which arouses queries and
attacks. As quite rightly said in the Consultation
Paper, it is the lack of the transparency which has
caused some disputes. Both the CEO of a property
management company serving 100 housing estates
working in his spacious office in the headquarters,
and a caretaker working in a small and congested
management office in one of those estates are
directing their care and attention to serving the
owners. In the CEQO’s case, however, his salary
may require apportionment amongst all the 100
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estates. The property management company may
be reluctant to disclose how much he (or each of
the other staffs in the head office who serve those
estates) earns, how many estates require whose
attendance, and how the apportionment is made
amongst various estates. Some of such information
may well be regarded as confidential from the
perspective of the property management company.
However, even without the proposed amendments
of the DMC Guidelines, if the owners are required
to pay HOO and MR on HOO, they may be entitled
to proof of the sums concerned. It is doubtful
whether the Manager could simply come up with
a lump sum and force it upon the heads of the
owners without further particulars and proof.

2016 and 2017 Consultation Papers

It is not surprising that the above proposals were
not well received by the building management
profession. In the 2016 Consultation Paper, it
was said that “over 70% respondents objected
to the proposals of reducing the ceiling on the
remuneration rates of DMC Manager by a specified
percentage each year and excluding payments
for and on behalf of owners from the formula
for calculating DMC managers’ remuneration”.
However, it was also said that the objections
largely came from the property management
industry, and the majority of the District Council
members and the public endorsed the proposal.
Therefore, the HAD Panel said it would propose
to the Lands Department to amend the DMC
Guidelines to implement the above proposals. If
that is the case, it will not be a matter of amending
the BMO, but the DMC Guidelines which will only
apply to new DMCs of future developments. This
also brings out the interesting question of what
if the Lands Department refuses to implement
these recommendations after all these studies and
efforts.



In the 2017 Consultation Paper, it was added that
the above proposal of gradual reduction of MR
rate by 0.5% per year would also apply to new
small developments, when the 2014 Consultation
Paper left open the position for developments
with 100 units (residential units and carparks) or
less. For developments of 20 residential units or
less (including carparks), the MR rate would be
reduced from the present ceiling of 20% to 16%
by 0.5% per year, and for developments with 21 to
100 units (including carparks), the reduction would
be from 15% to 12% also at 0.5% yearly.

Other Proposed Amendments

In the 2014 Consultation Paper, it was suggested
that the threshold for terminating the appointment
of DMC Managers should be lowered. According
to the 2016 Consultation Paper, this proposal will,
however, no longer be pursued. Instead, the HAD
Panel proposed that the term of appointment of
DMC managers would be automatically terminated
five years after the formation of OC, when the OC
may enter into a new contract with the existing
DMC manager or engage a new manager/service
provider through open tender.

There are various other proposed amendments
which would affect Managers (whether DMC or
Contract Managers). These include: —

(i) specifying in the BMO that the Manager
should make a declaration on conflict of
interest in procurement processes which
should cover any business, pecuniary or other
relationship between the Manager and any of
the members of the management committee
as well as the two with any tenderers etc.;
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(i) imposing criminal liability on Managers for
failing to produce, keep and handle audited
accounts, minutes of meetings and tender
documents; and

(iii) requiring the chairman of the management
committee and the DMC Manager to sign
a checklist confirming compliance with the
procedure for convening a meeting and
disclosure of information relating to proxies.

The above list may not be exhaustive. Members
of the building management profession should
pay proper attention to the development of the
proposed amendments, and the precise contents
and effects of the new ordinance when it comes
into operation.

Although the amendments about remuneration
of DMC Managers, if implemented, may only
apply to DMC Managers of new developments,
it is not known whether this may lead to any
significant reduction of the revenue of the building
management profession, and if so the extent.
Any adverse impact on the size of the cake,
if substantial, may at the end affect individual
members of the profession and contract managers,
although it seems the impact may not be that
great when they have no application to existing
developments.
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Introduction

Because of the war, Vietham was economically
backward before its unification in 1975. During
1950 to 1973, GDP in Vietnam only grew on an
average by 2 percent and trade deficit (both the
North and the South) was high. Yet even after
the war ended, series of political turmoil (e.g.
thewar in Cambodia and with China in late 1970s)
and the consequential impacts on the economy
(e.g. trade embargo by the United States), has
seriously hampered the reconstruction of the
country. Even when Vietnam embarked on the
economic reform, called Doi Moi (literally means
renovation) as early as in 1986, it did not create
immediate improvement on the economy but
instead led to economic chaos with inflation rate
as high as 774% in 1988. Despite the economy
was pacified in the early 1990s, economic growth
was still sluggish. Between 1973 and 1996, GDP
only grew on an average of 2.8 percent which
was much slower than that of China (5.4%) and
South Korea (6.8%) in the same period (Tran
2002). When Vietnam opens up to the world and
particularly after the normalisation of trade relation
with the United States in 2000, economic growth
of Vietnam picked up quickly and it becomes one
of the fastest growing country in the world with
an average GDP growth of 6.19% during 2000 to
2017. The latest figures of economic growth in the
third quarter of 2017 was 7.46%.

Housing reform in Vietnam, which is at the centre
of the economic reform, in fact started at the same
time as the economic reform. Measures which are
similar to those introduced by other transitional
economies like China and countries in East
Europe, like privatizing state housing, creating a
housing market as well as reliance on the private
sector in new housing construction, did not seem

to produce a fundamental change to the housing
system. Instead, housing outside the formal
housing system plays an important role. Not only
does it exist for long time, it also plays a vital role
in the provision of housing which is particularly
significant for housing for the poor. The paper
will introduce the development of housing in
Vietnam and discusses its current development
and prospects in the near future. The roles of the
formal housing sector, the informal sector as well
as the social housing sector will be covered.

Housing Reform

Before Doi Moi, housing in cities was “de-
commodified” in which state employees (i.e. most
of the workers in cities) were allocated housing at
low rent with life-long secure tenancy which could
be inherited by the offspring. Yet, both the priority
of allocation and space provision was based on
political merits and status in the state organisation
(Tran and Dalholm 2005). Yet there was diversity
among different work units and hence weaker
work units did not have the capacity to provide
housing for all of their employees (Tran and
Dalholm 2005). This was made worse by the weak
economy during the war period and economic
turmoil in the aftermath of the war. Housing supply
lagged far behind demand. It is estimated that in
the early 1990s, only 30 per cent of government
employees were able to stay in state housing and
hence the majority of urban dwellers had to solve
their housing need by their own means (Trinh and
Nguyen 2001). Such impacts accumulated after
the economic reform and led to acute housing
(Evertsz 2000). For instance, in Hanoi, the average
living space per capita was only 5.8 sg m and as
a result (Geertman 2007, Tran and Dalholm 2005).
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Doi Moi changes the way housing was provided.
State employees could no longer receive state-
developed housing from 1992 and even for those
who rented from the state, rents were substantially
raised and rent subsidies as a component of the
salaries was also terminated. The government was
no longer the main provider of housing and private
developers (builders) were encouraged to build
and sold directly to households. Yet many of such
private developers were in fact privatised state
organisations.

The Formal Housing Sector

The housing reform aims at creating a housing
market which facilitates the private sector to
construct and allocate housing. New laws which
legalized private ownership of both land and
housing was introduced together with the rules on
the transaction of housing and building materials.
The Government’s new directive is to develop
urban housing, like other developed countries, with
reference to a master plan approved by the central
(and city) authorities and with government decrees
targeting at “planned, synchronous urban areas
with technical infrastructure, social infrastructure,
residential areas and other services, large scale
projects, of at least 20 hectors and preferably
50 hectors and are preferred” (Government of
Vietnam, 2006). This would help to achieve an
economy of scale the government has been
thriving for as well as to match with the country’s
long term vision of building Hanoi as a mega-city
(Tran, 1999) with 10 million inhabitants by the year
2050 (Master Plan 2030 of Hanoi, 2011).

High-rise apartments are encouraged with legal
support and financial incentives to attract big
real estate corporations and foreign investment in
pursuing high-end housing. The housing reform
in Vietnam since the early 1990s has largely
been successful in setting up a vibrant housing
market as well as to boost housing production.
For instance, in Hanoi, more than 1 million square
meters of floor area were added to the housing
stock each year after 2003 and more than 70 large
housing projects were completed by the end of
2004, most of them by state and municipal housing
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companies. Yet whilst this leads to a big increased
in the average floor area per person in the last
two decades (The World Bank 2015), housing
inequality has also been exacerbated.

Housing that have been developed according to
government plans and been formally authorised
are termed formal sector housing. Despite a
large amount of floor areas have been added to
the housing stock and substantial governmental
supports to the formal housing sector, housing
that have been produced by the corporate (formal)
sector has been just the minority, a merely 15 % of
the housing stock after doi moi (UNHabitat 2014)
and it constitutes just a quarter of all housing
stock in Hanoi. In fact, three quarters of the urban
housing stock by 2015 has been produced outside
of the formal housing and it was the informal
housing sector that has been the main provider of
affordable housing for the urban poor (The World
bank, 2015).

The Informal Housing Sector

In fact, state provision of housing was already
inadequate in the socialist era and the majority
of state workers at that time had to solve their
housing problem by their own means. As there
was already a need to intensify housing space in
the pre-reform era to accommodate the increased
population, it is not surprising to find these
extension and subdivision of the housing space
would be even more wide-spread in the reform
era (Geertman, 2007; Tran & Dalholm, 2005)
when such newly created space can generate
income (figure 1). Extensive existence of illegal
construction, which has been a serious problem
and visible features in big cities like Hanoi, has
grown to a degree that can be described as out
of control (Koh 2004). For instance, in 1988, 1768
cases of illegal construction were reported in the
four inner city areas of Hanoi reported which is
twice the number of licensed constructions (Koh
2006).

Self-built activities can be traced back to the
pre-reform era when there was still no formal
recognition of private property rights. In the early



years of the housing reform, state work units which
had excess of land but no capital to develop
housing for their employees, began to distribute
land to their employees to build their own housing.
The economic reform further triggered a sprout of
self-built housing, termed popular housing, in all
forms and shapes. In-fill activities were intensified
when the control on private ownership of housing
has been released and restrictions on building
materials transaction have been lifted.Empty lots
in-between buildings have been quickly fill up
(Evertsz, 2000) and old houses were demolished
and being replaced by much higher buildings.

Such popular housing is self-initiated and self-
organised (Geertman 2007), being financed and
constructed by individual households outside the
official framework. They have not been authorized
by the city authorities and hence have not followed
the land use and building codes as well as not
complied with the city’s planning regulations.
One characteristics of such popular housing is
its long and narrow shape. This is a result of the
construction of self-contained walk-up housing
units on subdivided lands with each house trying
to get access to the ground level for entrance or
as street-facing shop front (figure 2). Such popular
housing also contributes to the bulk of urban
housing provision in the 1990s, with an average
of 70% share of the new housing stock in Hanoi
between 1995 and 2000 (Geertman 2007). Yet
despite their informality, most of the popular sector
housing is of high quality and by no means slums.
However, illegal extension and subdivision are
perhaps the exception.

lllegal Extension and Tube Housing

(illegal extension)
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Unathorised building extension and addition existed
even in the socialist era. When such problems
became worse after the economic reform, enhanced
enforcement of regulations seems not to be effective
to contain the growth of such irregularities. Radical
policies have been introduced in late 1990s
which attempted to legalize then existing illegal
constructions with the hope to reduce the burden
of law enforcing whilst concentrating the scares
administrative resources to stop new addition of
illegal structure. Yet such mesure ended up in failure
(Koh 2006). Rapid market liberalization in the early
1990s made the financial incentives of additional
space too tempting to resist. In fact, difficulties in
enforcing the rules were partly attributed to the
impractical rules and complicated license application
procedures which indirectly forced people not to
seek for legal procedure but to resort to ‘fence-
breaking’ actions. Ward officials found themselves
torn between moral obligation, personal empathy and
practical consideration of their own personal benefit.
Not only they have to struggle on whether they
should discharge their duties in law enforcement
or to exercise their discretion and allow them to
extend their homes to enjoy a more decent living
environment or whether they should turn a blind eye
to tolerate the extension to give people a personal
favour in exchange for either immediate monetary
benefits in form of bribery or future favour when they
need their compliance in the future (Koh, 2004).

(Tube housing in the popular sector)

Note: Photos taken by the author (left) and Dr Tran Hoai Anh (right)
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Affordable and Social Housing

State provided housing has been stopped from
the early 1990s and since then the private sector
is the sole provider of housing. Yet this leaves
low income households little alternatives to look
for housing within their means. The concern of
the government on hosing problem for the poor
revitaliase in the first decade of the 21th century,
after more than a decade of housing reform.
Priority housing schemes have been setup to
facilitate developers to develop housing “for
sale and for rent” to state employees, workers,
and students who are “in need of housing”
(Government of Vietnam 2001) with financial
incentives from the state. Such schemes were
formally adopted in the Housing Law in 2005.
Recent revision of the housing Law in 2014 further
extends the coverage of social housing to include
poor urban households living on social welfare,
single elderly people, relocated households, as
well as poor households in rural areas.

However, whilst the target groups have expanded,
eligibility criteria have been tightening up. Initially,
only housing need was considered, i.e. not owning
any properties and lived in over-crowded housing
(of less than 5 m?/person). Income was added later
to allow only households who earned below the
average income in the city. In addition, permanent
urban registration and formal verification of income
were required. This essentially excludes most
migrant workers and workers in the informal sector
who are in need of the low income housing. All
such housing schemes for low income households
require participants to buy the property after a
period of renting and a prerequisite of a 20% down
payment. This imposes a serious hurdle for those
who have genuine housing need from affordable
housing.
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So far, all housing scheme for low income
households are either for sale or “for rent and
sale” (first rent then buy). The only rental housing
schemes target the industrial workers and student
and also been built in small quantity. More
attention has been given to the development of
rental housing in recent policies, merely on paper,
such as the Housing Strategies towards 2020
and a vision to 2050 as well as the new Housing
Law 2015. The need to further develop rental
housing is acknowledged and state budget and
state supported private efforts will be mobilised.
Yet whether such policies will eventually be
materialized is still highly uncertain.

Whilst the formal housing sector, with the full
backup and financial support by the state, has
not been able to offer substantial amount of
affordable housing, it is the informal housing which
is more effective in solving the housing need
of the poor households which include migrant
workers, students and those households who are
on low income. To cope with increasing demand
and the rising cost, subdividing an apartment for
renting has recently become a thriving business.
Yet relative cost of such small rental rooms is not
cheap. For instance, a small rental room without
toilet may cost 1.2m VND (HK$400) per month
for rent which takes up a substantial proportion
of the monthly income of ordinary workers. Rents
would be higher for units with its own toilet
facilities. Another even more popular form of low
cost housing is the mini apartment blocks (chung
cu mini) which are walk up apartment blocks of
5-6 floors with 2 to 6 rooms each floor built on
small plots of land of just 200 — 300 m?, often in
back-lanes. With monthly rents at 7 to 10m VND
(HKD2400-3500) for an apartment at convenient
location, they are popular among migrants,
students, or young couples.



Social Housing
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[Mixed Development in Hanoi — Public rental housing (left) Private housing (right)

Note: Photo Taken by Mr PY Fung

The New Urban Area Initiatives and
Foreign Capital in Real Estate

New urban areas (NUA) initiative is a move of
the Vietnam government to develop areas with
advanced and comprehensive technical and
social infrastructure. This helps to implement the
ambitious plan in creating modern, orderly and
civilised cities in Vietnam. It is also an attempt
for the state to reinforce control on urban and
housing development. Central to such strategy is
the mobilisation of private capital to supplement
the meagre resources from state. The state is able
to get, at minimal cost, the necessary physical
infrastructure like road network, public transport,
sewage and water system as well as social
infrastructure like schools, recreation facilities,
healthcare centres, hospitals, grocery shops and
markets etc. Incentives to developers include the
exemption of land premium and tax breaks as well
as financial support for infrastructure investment
and site clearance. Foreign developers even get
additional incentives like favourable land lease
terms, further tax breaks and more autonomy in
running the projects (Tran & Yip, 2008).

Such projects also enable the government to build
more public housing. Private developers of NUA
have to surrender 20% of the developed land
with infrastructure or 30% of newly constructed
housing units to the municipal authority to serve
as public housing. This creates a seemingly win-

win situation. Local governments are able to save
on capital investment in as well as in reducing the
time needed for infrastructure construction whilst
the developers can get access to big pieces of
inexpensive land in boosting their profits (The
World Bank, 2011).

Despite most of the NUA projects are developed
by local developers, there is sign of an increasing
trend in foreign capital involvement in NUA
projects. Such projects also tend to be high end
housing as well as in much bigger scale. Most of
the foreign investor in real estates in Vietnam are
from Asia. Those from Singapore and Japan are
more active. The first large scale foreign invested
NUAs in Vietnam were Phu My Hung (Saigon
South) in HCM City and Ciputra International in
Hanoi. Occupying respectively a sites as big as
3300 ha and 400 ha. South Korean developers
such as Posco E&C, Daewoo E&C, Booyoung
Company Limited, etc., were among the early
developers of NUA. Posco E&C teams up with
one of the largest local developer, Vinaconnex,
to develop the US$2.57 billon project Splendora.
Daewoo E&C, on the other hand, single-handedly
develops of the 183 ha Starlake Tay Ho (Westlake)
in Hanoi. A strong presence of Malaysian
developers, represented by Perdana Parkcity in
its new 77 ha ParkCity Hanoi Town and Gamuda
Land, invested in two NUAs projects, Celadon City
in HCM City and Gamuda City in Hanoi.
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Other new comers to NUA development include
Capital Land form Singapore, Hong Kong Land
from Hong Kong and Creed Group from Japan
which mainly invested in small scale luxurious
condominiums in prime location in the past. In
2015, Singapore’s Keppel Land Ltd and the
Hong Kong based Gaw Capital Partners, in join
venture with two Vietnamese companies (The
Thien Phuoc Real Estate and Tran Thai Real
Estate) signed an investment agreement to build
a US$1.2 billion project at waterfront site in Thu
Thiem NUAs in HCM city. Japan’s Becamex-Tokyu
joint venture with a local developer to develop
the US$1.2 billion new township in southern Binh
Duong province. In early 2016, the Tokyo-based
investment fund Creed Group joined hand with
two domestic developers on a US$500 million
residential project in Ho Chi Minh City’s District 7.

New Urban Area

Ciputra

These international developers, with their rich
experience in developing luxurious condominiums
in Vietnam, have definite advantage in bringing
in, not just another ordinary residential space
but exclusive services in private management,
high security and lifestyle packages that target
the upper middle class (as well as the expatriate
community). Residents are able to pursue a
leisure and luxurious life even without the need
to leave the neigbhourhood. These resort-like
ways of living is in sharp contrast to local ways of
living and local community life and arguably has
transformed the character of urban and public life
in Vietnamese cities.

My Dinh

Note: Photos taken by Dr Tran Haoi Anh (left) and Ms Nguyen Thuy Dung (right)
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Conclusion

Like other transitional economies which are
moving from the old socialist system to a capitalist
market system, Vietnam expresses a dual housing
system. On the one hand, there is a relatively
poorly performed formal sector which has full state
supports but unable to demonstrate efficiency and
is also ineffective in solving the country’s housing
problem. On the other hand, there is a huge
informal sector, not getting much state support and
not even being recognised as a performing sector,
produces the majority of new housing which
contribute to filling the gap in housing provision of
the formal housing sector.

In Vietnam, it is the simultaneous top down and
bottom up process that shape the housing system.
The socialist state, with its formal channels of
political mobilization and decision-making, paints
a grand plan of a modern and prosperous country
in the making. Yet in reality, limited state capacity
and restricted resources hamper its realization (Yip
and Tran, 2008). On the other hand, local actors in
the vibrant informal sector has pushed its way by
challenging the official line and break the rules, the
so called ‘fence breaking” activities (Gainsborough
2010). Hence, “actually exist” policies is a result
of interactions and negotiations between state
actors as well as between the state and non-
state institutions, communities, social groups and
individuals (Painter 2005). Urban space produced
by complex processes of negotiation, resistance
and compromises between the driving impulses
of the state, the entrepreneurial sector, and the
popular sector (McGee, 2009).

Globalisation and the associated liberalisation
of the economy has, arguably, brought Vietnam
the life-style that is close to elites in advanced
countries. Recent influx of international investment
has pushed such process forward. Yet, for local
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residents, it is sometimes difficult to follow such
changes of life-style. The loss of neighbourliness
and sense of solidarity in their old neighbourhood
may trigger sentimental responses. For the
poorest population, long march to the market
system makes them vulnerable which needs the
determination of the state to enhance its long
waited housing policy to rectify their misery.
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