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ABSTRACT This paper

examines the
displacement experiences
of urban poor tenants in
Seoul, South Korea, and
the constraints on their
financing of
post-displacement housing.
Since the mid-1980s, urban
renewal of slums and
dilapidated

neighbourhoods in Seoul
has been geared towards
clearance and wholesale
redevelopment. This
approach is accompanied
by legalization of land
tenure for  dwelling
owners without de jure
and is

property rights,

based on profit-led
between

(both

partnerships
property  owners
on-site dwelling owners
and absentee landlords)
and developers. Since the
end of the 1980s, tenants
have been given the option,
if eligible, of in-kind
compensation (access to a
public rental flat) or cash
compensation. Neither
choice, however, reflects
the needs of poor tenants

who still find it difficult

to finance inevitably
increased housing
expenditures. Policy

measures are necessary to increase the range of options available to tenants upon
displacement.

B ARSCHAL T R E RIS R S K BRI, LR Rl B A 5 )
Hl%. H 1980 A HILAK, B /R X 2T R A AL IH & RIX ) B 5 7 5 R
ANEEAR T o TP A B B2 A i W P B B Bl s A A&
Pk, JFHIXREWM A E CEAE S NI D AT AR 2 18] DUF
HENERIKFER R B 20 2 80 FAK, MR, (F) iy e
GRAF AR PALD SIS o (BRI — VR $F B8 S Wt X g ] 3 4 9 1 )55 32
HH 8 A7 S LA REA 3T 55 AL IR T SR o TR BRI M ok 48 U S 2R BT I A
B8 T a2 5 B

KEYWORDS displacement / housing finance / redevelopment / Seoul / South

Korea / urban poor / urban renewal

oot iEl s B AT b e R/ A T A R T
I. INTRODUCTION

Over the last two decades, South Korea has experienced urban
redevelop-ment on an unprecedented scale. Around 17 per cent of all the
dwellings provided between 1973 and 1995 were the result of the
redevelopment of urban slums and dilapidated neighbourhoods." Most
dwellings were constructed through a profit-led, partnership-based
approach, dominant since the mid-1980s, that brings together developers
(both landlords

owner-occupiers irrespective of their possession of legal land tenure)

and property owners absentee and on-site

from the earliest stages of project design and implementation.
Exploiting the development potential of dilapidated neighbourhoods is
essential. Maximum density, therefore, is sought in order to sell as many
flats as possible in the new housing market so that property owners and
developers can recover costs and increase profits. If dwellings are built
on public land and the owners do not have land tenure, they must
purchase the public land in order to gain de jure property rights before

redevelopment takes place.”)

R L A, wER T EEZL TR A L. 1973 &
21995 4R 4 AL 4 55 K207 43 2 R 3k s 22 RO R TH
RXAEE . M 1980 SEAH I LIS K 2 B b5 il i UK AE 5 & A 1
NER BRI MEAT G, I R R IUH BT A SE R B, 8T
KT A 3 45 Al ok CELHE AV Ho 1 4 & 3 LA AL T 3
AN B AN D o B & R X TR AT ) A e AT . DR



SO 3V O]
RE 7E B 1 AT 55 T 37
BRZ B, 1L
AT A7 AT LY (]
BA, G AE .
RAERELARA
b AR B A 3
LIRS 255 Ol o 1 P (LK

WA AR ARAG VR B W 7 BB 2 A S 3% AT L

Those most negatively affected by this process have been poor
resid-ents. In particular, tenants were evicted initially without any
redevelop-ment compensation. In the face of violent protests and
worldwide con-demnation,® from 1989 the government provided tenants

with a choice

Environment & Urbanization Copyright © 2008 International Institute for Environment and Development (IIED). Vol 411

20(2): 411-426. DOI: 10.1 177/0956247808096120 www.sagepublications.com

Downloaded from http:/eau.sagepub.com by on December 10, 2008

Downloaded from http:/eau.sagepub.com by on December 10, 2008






ENVIRONMENT & URBANIZATION

of either compensation in-kind (a right to rehousing in public rental flats
provided on-site) or cash compensation. The provision of public rental
flats for rehousing was one of the main demands made by tenants, and
could be considered a big step forward in a country where long-term
public rental housing was scarce. From this perspective, redevelopment
compensation schemes could be said to have improved security of tenure

for poor tenants.

X T 5 B WD )2 TS e BT I RS o R 1) R A T A AT ) B T
M IRIZ . [0 28 ) BT 4 it FL 38 5T, N 1989 4, BUN R4
HLP AT LR i) S b B2 (22 B AE SR O St i) 28 2 56 A BRI D B
S RN BRI E R B R RN AR, £ R
HLAE 23 B A /0 ) 1 X LT AL R R i — Kb e WX KT
HEAME TR DA O 2 25 T A E R ORI

But is this really the case? How does the provision of public rental
flats as redevelopment compensation actually affect poor tenants’
dis-placement and relocation decisions? Has the provision of public
rental flats really improved security of tenure for poor tenants? This
paper provides an updated understanding of Seoul’s poor tenants and
their experience of displacement. It identifies trends that have emerged in
poor tenants’ responses to displacement and examines structural
constraints faced by those displaced. The findings are based on a case
study of a redevelopment neighbourhood in Seoul called Nangok,
located about 15 kilometres south of the city centre, where the author
conducted field research.

AR S B i 2 A A 0 AR A A Dy A A B 4 SE B2
F LW WA R AT SN SRR A R B AL R IE
B T TR R BRI AR B 7 AR SCRE T 1 % R 95 AL AT T
BRI AAR . Wi E T ST IR RS B SN, DL AT U
R T ERD N T T W ) 5 ) L #1240 AT 3R A o O o 8 SRR 3 1R A2 1 /K
fir, T O PARFZ 15 A B4 N Nangok I E#E AN , fEHLE
R IBEAT 7R A

Il. DATA COLLECTION #iE&E

The displacement of local Nangok residents started in October 2000 and
was completed in May 2003. In total, 2,450 households, or about 10,000
people, were displaced during this period. For this study, field visits were
made between 2001 and 2003 to review local archives and conduct
in-depth interviews with

412
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Seoul, Habitat International

Vol 25, pages 385-397.

3.In 1987, UN-Habitat named
South Korea as one of two
countries that had exercised
forced eviction in the most brutal
and inhumane manner. See
ACHR (1989), Battle for Housing
Rights in Korea: Report of the
South Korea Project of the Asian
Coalition for Housing Rights,
Asia Coalition for Housing Rights
and Third World Network,

Bangkok, 72 pages.
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local residents and key actors. Two groups of local residents were
recruited to share their experiences of displacement and relocation. One
group, consisting of 11 households, had already been displaced and
relocated when the fieldwork began; nine households were yet to be

displaced.

Nangok i 773 #% 46 T 2000 4E-+ 1, IF1E 2003 4 5 H 58 5 . 51t 2450
AN FKBERL) 1 TTNAE IR R 72 O 73X —BEE, 78 2001 4 2 2003
SERREAT 7S 52, W A T A SRR R e RO 3 EE N
e 5T HMNAER> FHERNETZENSR. —HA 11
MEREE, TN CABRIFET % E, 9 ) HARKE.

The interview data were supplemented by survey data kindly supplied
by a local welfare centre, the Sillim Welfare Centre. The centre conducted a
survey in June 2002 to gather information on former Nangok residents
who had been displaced as part of the neighbourhood redevelopment.
The author took part in collecting responses from the sample population in
the survey, and a total of 138 valid responses were subject to analysis.
Thanks to the Sillim Welfare Centre, the raw data set was re-analyzed by
the author to determine the trends that emerged in the course of the
displacement of the Nangok residents.

SR V7 B 4 DL HT 24 Sillim A8 A AP S AR 8 . O A
2002 4F 6 HHEAT T — BT A, WA AT Nangok 4ff FL o i 43 i R4
BRI (525 7 N sk, 366 138 A & [al
BEAT 720 B o S Sillim 48 A o0, A 3 BB 20 B 173X L8 R0 B 4k
DL % Nangok J& [ F# ik #2 I i 4 .

lll. CASE STUDY NEIGHBOURHOOD BEFORE REDEVELOPMENT

4R B EE 2 BT H R BT

The Nangok neighbourhood was initially established as a relocation site
for evictees from central Seoul, and had grown in the 1970s and 1980s to
become an overcrowded informal settlement. A web of narrow alleys ran
through the neighbourhood, often not more than two to three metres wide
at the most. Few roads allowed traffic through, thus hampering access by fire
or medical emergency vehicles. As in other informal settlements,

unemployment and informal jobs were common among the residents.

W] Nangok 7 [X /& A B /R vl X 3l 9328 3 s 3 22 By, fE b
42 70 ) 80 FARH Sy — A T A A L JEAE X o B (/N2
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ol BT R RRAR IR o IE AR AR ERUE X, JE R AR

AR IE R AL I G AR W

The majority of households had no formal land tenure. Close to

~

L

two-thirds of all dwellings measured less than 26 square metres in area —

far less than the municipal average — and they had not changed since the
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4.SMG  (1991), Research
Report on Housing Policy for
the Urban Poor in Seoul (in
Korean: Seoul-si
jeosodeugcheung-ui
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Seoul

yeongu bogo),

Metropolitan Government,

Seoul, page 188.

5.NSO Korea (2001 a), 2000
Population and Housing

Census Report: Volume 1,

6. Ha, Seong-Kyu (2002),
‘The urban poor, rental
accommodation and housing

policy, Cities Vol 19, No 3,

page 197.
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original residents’ resettlement in the late 1960s.” Each dwelling
con-sisted of one or two bedrooms and a kitchen area. They lacked basic
facilities and there were very few indoor flush toilets. Wherever possible,
residents built a backhouse to allow private access to a toilet, but the
odour was hard to endure. Over the years, the local authority provided
public toilets and, where permanent structures were difficult to build,
installed temporary ones. An interviewee commented with humour that
“...the public toilets are the finest” in Nangok. For the most part, owners of
dwellings in the neighbourhood lacked formal land tenure. When
landlords anticipated a redevelopment project in the immediate future (as
was the case in the 1990s), they carried out just enough housing
maintenance to prevent dwellings from collapsing so that they would not
forfeit their redevelopment rights. For the most part, however, tenants
bore the burden of maintenance and repair work, often with very poor or
useless equipment and facilities.
2 B BE I A IE R L3t AL P 5 2 R0 =43 22 S AN 3
26 VU5 K- @ A T 3k i P 290K JF B A BT 60 FE AR JE KA
ot ok 2 JE st B R EuEL . BMEBA A A ENE R A B
i o U/ B (R0t AT Y ORI BT . R BT RE, R IRE TR A
B, AB R R B RRIR ME LR N 32 . 240k, #7249 R 4R Ak ) 2 3
P, ARAMER IO, A I 23 #£ Nangok — /173214 My
BRPEIe UL« LA DMRRIFER . FERZEHET, HX AL FERE
B R LA A 2l Tk £ A A B H Sk g AT g LA
(e 20 42 90 FAR), ABAT R BedEAT(E S5 4E1E,  LAB Ak 5 = f5)
B, EAEAATA A R EEAUR . RIMAE R Z B O T, ALK
HORFRAME B TAR M G048, 20 HT 35 JEH 22 58 HY R 026 AN i it
According to the data provided by the Housing Bureau of the Gwanak
district government, there were a total of 2,450 households in Nangok at
the end of 2000. Of these, only 421 households, or about 17 per cent, were
owner-occupiers, suggesting a very high proportion of absentee landlords.
The dominant form of rental tenure in Nangok (also accounting for
two-thirds of tenant households in Seoul as a whole) is known as
chonsei.® Chonsei tenure requires a substantial up-front payment as key
money or deposit when signing a contract, and does not involve paying a
monthly rent. This key money is usually invested by landlords in formal

113

and in-formal financial markets and the “...interest earning represents an
imputed rent.”® The real value of the key money may be depreciated in

line with price inflation, and the tenants relinquish
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the opportunity to make any

PHOTO 1
Nangok neighbourhood before demolition

© Hyun Bang Shin, December 2001
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interest on the income. For the landlords, chonsei tenure works as a “source of
funds” and “...exemplifies the inherent qualities of residential real estate as
collateral. Instead of borrowing from a bank against this collateral, the owner of the
dwelling is receiving a loan from his tenant (or tenants)."m

R 7 X 55 5 R BT $e 0 24, #2000 4FJCAE Nangok A5
2450 P BE. b, WA 421 7, AbAgdc b RAMSLE,
JE 5 = i H B # R 7E 4 b 32 o Nangok = ZE (AL S5 I AUE 0 (IR
WREHR=Z02Z ZHM) YRR chonsei «» fEREFH —IIAY KL
A ML RIS, Chonsei {d A A i 22K & B 1 sl s A Al A 3
K- FHEF W 2 F AR E &R s e g
R A B B o "X — BE <5 9 L IE O 4B AT BE R 40 AAR 2 AN AL T
T BYNIZAE X T 5%, chonsei {3 F BURAE Sy —F “ 85 &R UK 7,
I ARBL TR A S BRAT O B R o A BRCERAT N X A 4R
PR B 5 A5k 32 1R 28 TEAE MA A L2 CBRAR 7 D BRI B K. 7

Because the chonsei key money is returned to tenants in full when
their rental contracts expire, tenants favour this system over other rental
systems; and the fact that they don’t have to pay a regular monthly rent
provides tenants with relatively stable security of tenure during the
contract period even when they lack a regular income. Chonsei works as a
“contractual savings scheme” by functioning as “...a vehicle for self-imposed
savings and asset accumulation.”®™ A monthly rent payment system is more
likely to be chosen when tenants are financially incapable of paying the
full chonsei key money. Tenants also equate monthly rent payments with a
reduction in their monthly household disposable income and thus
consider it as an irrecoverable “waste” of their financial assets. As one
interviewee paying monthly rents stated, “...if you are a tenant in someone
else’s house, no matter what other conditions you face, chonsei is still better.”
The Sillim Welfare Centre survey data indicated that at the time of the
displacement, 89.4 per cent of all respondents who were tenants had
chonsei tenure. The remaining tenants mostly had deposit-based monthly
rental tenure.

T 7E L G & A 2 B, chonsei ¥ &2 8R4 1, FHEL L
b AR 5% ) B AR BE B X A S B, RS R, B AT RA AR
SEWON AT AN 0 5 )65 ST AL e, 45 AL 4R A X AR R A
AR B . Chonsei U1“& [Ffif & tH R~ fLsfE, HA« B MR
BRI . "ThEg. B H KA G ST RGRT R A T T8 1 SO A
chonsei %< LR WA T & A WM e MRS A FKER X

FE N DD AT A DA 3K A A AT B rp — AN Je i b Bl < PR 110
417
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7. Renaud, Bertrand  (1989),

“Understanding  the  collateral
qualities of housing for financial
development: the Korean chonsei
as effective response to financial
sector shortcomings”, Discussion
Paper INU-49, The World Bank,
page 13.

Renaud, Bertrand (1989), “ZEfif{+:
5 A RHCH R R R W
chonsei 49 XN X ks 77
BRI, eI INU-49, i

ST, 5513 T

9. See reference 7, page 12.

8.According to the Korea
Exchange Bank, the average
annual closing exchange rate in
2000 was about US$1 to KRW

(Korean Won) 1,131.
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—RrRVIE R R SAAE, L mRRHEM ARG TR, A
EARB B R HAt S AF,  chonsed 582 BE4F FYLEFE . Sillim 4 A1 ot
FRE R, AR AR, SRESNZTETE2Z 89.4
CEfEH chonseio. HAR KL ALt dE AT G
Before displacement, Nangok residents had two major advantages,
namely low housing costs and the relative security provided by chonsei
tenure. According to the Sillim Welfare Centre survey data, while in
Nangok, the average chonsei deposit was estimated at KRW 7,834,000 (or
USS$ 6,930).”” This was about 80 per cent of the average annual
disposable income for the bottom 20 per cent of salary and wage earners’
households in 2000."” In South Korea, personal savings and financial
support from parents and relatives play a significant role in financing
housing costs. For instance, a social statistics survey conducted by the
government in 2001 revealed that personal savings and financial support
from parents or relatives were the two major sources of funding for the
purchase of a house in Seoul.'" Loans from banks were only the third
source for homebuyers. The author’s interviews with residents suggest
that personal savings, financial support from parents and relatives, and
loans are also the main means of financing chonsei deposits for tenants.
TE¥ AT,  Nangok & RA M KM, BIE 5 2 AHACASE 4L T 4H
XF 22 4 1) chonsei {8 FH AL - #% Sillim & | H 0 (1) 1 25 285 , 7E Nangok
*F-$5 chonsei £ 3K fli ity 783.4 JiEhoc (AHHT 6930 £Jt). XM
T 2000 £, (HELERMNG AREREREN H 22 KT EE
I SCBEN 20 73 2 )\t o FEFRE, AN A E S EEANIR 5 45 2
MBSO RR, FE AR N R FEE AR . 2205k, £E 2001 4R
IFHEAT I — DA G R BRI, EE R, TS5 7w 32 2
% < SRUER A A E RS BE BICR RAS B SRR - BRAT BT R R A
NFE=ARBE FHERRTRY, BRSNS, 52BN 1)
W R, BA BB EK A& chonsei [ 32 ELE T F B,

IV. REDEVELOPMENT COMPENSATION AND THE DISPLACEMENT
OF TENANTS E Z#M2 A= 5 B O FL

a. Redevelopment compensation for tenants & 2 X FH %5 i 2%

Eligibility for legal compensation is based on tenants’ residency status; in
order to qualify, tenants must have lived in the redevelopment
neigh-bourhood for at least three months by the time their neighbourhood

is designated as a redevelopment district, and its final blueprint — called the
418
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10. The average annual
disposable income in 2000 was
KRW 25,362,000. For the bottom
20 per cent, it was KRW 9,854,400.
See NSO Korea (2001 b), Annual
Report on the Household Income
and Expenditure Survey 2000,
Korea National Statistical Office,

Daejeon.

2000 FAE I SR A2 2536.2 T3
Wi, KEMESZ 1, 2
9,854,400 ¥hy. WiHEEZEG R
(2001 b ) T, 2000 4FEAERESE
RIS AR S, wEE RS
&, KH.

11. NSO Korea (2002),

Report on the Social Statistics
Survey, Korea National
Statistical Office, Daejeon, page

102.
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“comprehensive redevelopment plan” — is officially approved. For eligible
tenants, compensation is either in-kind or cash. In-kind compensation
refers to a public rental flat built on site, and if this option is chosen,
tenants have to finance the temporary relocation costs themselves. Public
rental flats for rehousing eligible tenants are purchased by the muni-cipal

government, thus imposing no costs on developers and property

419
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owners."?) If cash compensation is chosen instead of a public rental flat,
tenants receive an amount equivalent to three months’ average monthly
expenditure for wage- and salary-earning urban households. The sum
increases incrementally to take into account household size. At the time
the formal displacement of Nangok’s residents began in October 2000,
cash compensation for a four-person household was 23 per cent of
average annual household disposable income for salary- and
wage-earning households in cities. For those in the bottom two deciles of
income distribution, the figure reached 51 per cent of their average annual
disposable income.

SRAFIE A A W PR E3E TAE T R B 08 73RBS, 1
IAEAATTIR i B X 4R € N X AT fE ki s =4 3 AN, JFHH
e B E-FrE R “gEEETR AR X E R E
FU, AR SEY B G A . SEIAMEE R AR S A B B, dn Rk
BET, AP AEAE OB IR R . ZEAF R AERIAR
AT A7 P T SO I 3%, DAL Oxst J Jh e ATb 3= SR i B A A 4E 3 .
KRBT EAME, MAREFER R BAL, £ 0E]— E B 24 T 3k i
TRMFEWAFERHFHH 3 MAREH. FEIKERX
AN, HU BN . Nangok & RIEIT# 46T 2000 4F 10 ., Xf
T4 NZCRE I I G A2 g 3T T B8 A0 T B RN S 2 ~F B 4F 5K RE W] 3
AN E 73 2~ = X FAE TR Z 1) 20%, 13X — 30538 3 4
B BRI E 2t

Ineligible tenants receive only a token fee to pay for their
house-moving expenses and do not enjoy any priority access to public rental
flats. If they wish to access the public rental sector, they have to go
through a time-consuming centrally administered application process,
competing with other tenants from the whole city. Even if an applicant is
allocated a public rental flat, there is no guarantee that the flat will be in or
near the neighbourhood where the applicant has been living.

ANERE I R BEAS B RALTE B B RSO A TR R 1 2, th
ANZEAEM RS A RO RAATESRAS AL A R, A
WG BA T AR — i, &l —MBRKIE P RS RE . B
FE N lE B A B AL, AN BE R UE 12 506 1 & Bl e 3 AT NI 2B 3
K

Formal approval for a comprehensive redevelopment plan for Nangok
was given on 12 November 1997. In accordance with redevelopment
regu-lations, any tenant household that had not been living there for at

least three months on this date was ruled ineligible

Downloaded from http://eau.sagepub.com by on December 10, 2008
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for any legal compensation. The full-scale displacement of on-site
residents was prolonged until the end of 2000, one of the main reasons
being the withdrawal of the pri-vate developer who was selected to
undertake the project. The developer’s financial status was threatened by a
national financial crisis at the end of 1997 and the company was no longer

able to carry out the project. Following

PHOTO 2
Reconstruction in progress, Nangok

©Hyur-Bang-ShinJtty 2004——
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PHOTO 3
Redeveloped Nangok

© Hyum Bang Stim, September 2007

efforts to salvage the embryonic redevelopment project, the property
owners succeeded in involving a public development corporation called the
Korea National Housing Corporation (hereafter KNHC). Its main aim was
to provide homes for low-income families and manage public rental flats.
This meant that those tenants eligible for redevelopment compensation
could be rehoused in public rental flats managed by the KNHC elsewhere,
without going through time-consuming temporary relocation. An official
agreement between the KNHC and the redevelopment steering committee
was signed at the end of February 2000 and was then acknowledged by
on-site and absentee landlords in a general assembly three months later.
The construction work took three years to complete and the new
homebuyers moved in at the end of August 2006. Upon project
completion, the redeveloped Nangok comprised 3,322 flats in total,
including 512 public rental flats.

Nangok IE A HEAE K A T H TR 1997 4 11 H 12 5. i E
%0, fEIX— H T,

422
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FEATTE I ARG 2> F 3 N H L 5 2 I A% R AT T VR AR I %
KA JE RWOT A K B 2000 4EAEJE, 3R K 2 — & wlidk K
X — WU H WAE FF R R . 1997 48R K 7 (1 0 25 4R V0L 52 3] [
eI, CARHITX—TH . 2% 3R 2 1
HEGH, WERNMS 5EARIFRIE, 4 HRKEETAE (B
TRIAAETAHD . HEZH MR IR K ES AL 5 R JF 8 J A
NR . XFEWRE, XA VR R M AT DU B A4
FHEPMAEAR, WAL RGO, 2000 4 2 AK,
FEAMMEHZMEET LB BRI SRR, REERS
3ANAJENE TSR RIE M E . B TR T =S, B
1E 2006 4 8 HJEMA . OiH A5G, Nangok H# T &l 3322 M
fr, ALFE 512 MEAE AR BAL.

b. Nangok tenants’ displacement and its characteristics Nangok

7 TR K FH kR

Five major trends characterized the Nangok tenants’ displacement, which
took place between October 2000 and May 2003.

2000 4E 10 H A1 2003 4E 5 H 2 [A] Nangok 1F /7 3E % 1) F. K #a 345 HF 55 .

First, for the majority of eligible tenants, cash compensation was
favoured over in-kind compensation. In Nangok, two-thirds of all tenant
households were eligible for compensation at the time of their
displace-ment. The remaining one-third were not eligible either because
they had failed to register their residential status with the local
administrative office when they moved in, or because they had registered
after 12 August 1997,
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13.In  South Korea, the major

means-tested  social ~ assistance
programme is called the National
Basic Livelihood Security (NBLS)
system. The programme takes into
account household income and
assets to determine eligibility. A
household is eligible if it earns less
than the national minimum cost of
living set by the government and if it
does not have any other family
members on whom to depend. For
more information, see OECD (2000),
Pushing Ahead with Reform in Korea:
Labour Market and Social Safety Net
Policies, Organization for Economic
Cooperation and  Development,
Paris, pages 127-143.

FERRE, SRR IR 2R B T Rp
PR EHEAEE R ( NBLS ) £
Gi. EHEHIBRIFERAMGE =,

DR Ho ik . BBtk /e, WNIET
PR ) [ R AR 2 3
A A AR A H A TR O SR B R

N VEANEE I, W OECDC 20004F) ,
HEBETE RISE: ST
RAEMBE, BRAFGIESREL

41, 127-143 7l

14.Ha, Seong-Kyu (2004),
“Housing poverty and the role of

urban governance in Korea”,
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the cut-off date that determined tenants’ eligibility for compensation.
Fewer than half the eligible tenant households exercised their right to
access public rental flats. The majority took the cash compensation and
chose to live in private rental dwellings elsewhere.

o, T REBFFEFMMHES, ERIEAMEL T LW, £
Nangok , FrA M B =70 2 “FEMATH R IT I A B A% SRAG G £ .
HRN =702 — A B, PIOY S AATHOR A A T AT B A =
FACAAT R B B A, B R K O ATTAE 1997 4E 8 H 12 5 5 &id i,
X Ak T o AL R BT AR A B R I S AL AT T Atk
MR A R IEUH . 2 BORBU T B w2, JF ke #8378 il AL AL
MNMEE

Second, better-off households were more likely to choose public rental
flats than poorer households. As shown in Table 1, economically worse-off
households who received means-tested social security benefits (NBLS
benefits) tended to remain in the private rental sector."*) Non-recipients of
NBLS benefits were more likely to become public rental tenants by
choosing in-kind redevelopment compensation. This went against
con-ventional wisdom, according to which public rental flats would appeal
to poorer households who experienced affordability problems in the
private rental sector.

HR, BEMPRE IS FKpE ] ek B A R . sk
1 s, WBIA Btk a2 48] ( NBLS #&H) 256 A G (1 5 B2 fil )
TRAER N5 H . ¥ NBLS [, BEAT e £ 24 58 I A2 1 N
AR o 3 B A R B AL T A% 45 1E A N LS B8 RE D0 A )
ML HKEE, XAEH T EGNIER.

Third, most eligible tenants who moved into public rental flats
ex-perienced tenure change from the much-preferred chonsei tenure to a
deposit-based monthly rental tenure (Table 1). Tenants who remained in
the private rental sector were more likely to remain in chonsei tenure.

H= RATE MR AR BRI S T A AU AR
J& AEH B K chonsed, 1M AN & PLAF ROV A& A6 (21 Do B
TEFA A b5 () E 7] Be 7548 F chonsei

Fourth, after displacement, the majority of tenants failed to enjoy
housing conditions that conformed to the national minimum housing
standards. The Sillim Welfare Centre survey data show that one-third of
all respondents had too few bedrooms or inadequate dwelling space.
Overcrowded conditions were more prevalent among those displaced who

moved to public rental flats (40 per cent), a much
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higher rate than the national average (23 per cent)."* The size of these
flats partly explains the lack of willingness among eligible tenants to choose
in-kind compensation when displaced.

HW, T¥)E, K2 HAF G E KA b3 AR E 7 R e = 2 AE
P 26 o Sillim A A H0 (I B HE R W, =02 — 2 U5 R E R
/N B AE A AN A o B 01 DU AE T 3 i B0 AELATE 1Y) 2 2 Ay v s
W CHPZMAD, e T aEFRKE (Ao +=), ZKEpf
(IR /N B3 R I 9 A B BO AL P AEIE RS I, e PRS2 P Bk Z 1
Ho

Fifth, the displacement of Nangok tenants led to a significant
in-crease in their housing costs. For instance, in the case of those chonsei
tenants who managed to retain the same tenure after displacement, the
average amount of chonsei key money required almost trebled (Case A,

Table 2). Tenants whose tenure changed from chonsei to deposit-based

Category H 3

Post-displacement E# /)5 residence

Public rental sector 23t H fl 841 Private rental owner_

occupation Mk

FEE Total
Deposit- Deposit
based based
monthly monthly
Chonsei Rental Hfi& Chons  rental
TOTAL 43 4 39 44 35 9 6 93
(46.2% (47.3 (6.5
) %) %)
NBLS
8 0 8 26 23 3 0 34
beneficiaries 5%
(23.5% (76.5 (0.0
) %) %)
Non-beneficiaries
35 4 31 18 12 6 6 59
TeAaEFIH
(
(59.3% (30.5
1
) %)
0.
TABLE 1% 1

Nangok chonsei tenants and their post-displacement residenceNangok chonsei 1% & HiE#
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SOURCE: Table prepared by the author using survey data from the Sillim Welfare Centre, Seoul.

K AEFE RS RO E R R B 2R Sillim AR .

426

Downloaded from http://eau.sagepub.com by on December 10, 2008



ENVIRONMENT & URBANIZATION Vol 20 No 2 October 2008

TABLE 2 # 2 Changes in rent deposit for tenants displaced from NangokNangok 3E# j5 # /" f

EHEL
Deposit as a proportion
Mean® of annual household
Tenure change upon displacement BEEB 4 AN KA E (standard disposable income for

(39 responses for Case A and 48 for Case B) (£ A39 MEH K| B48 MEE) deviation) bottom
20%

Case fil @ Pre-displacement iT-# i chonsei Deposit 6,706.70 68.1%
(4.016.2
Post-displacement it %% J5 chonsei Deposit  20,884.6 211.
(10.500.
Case ®®  Pre-displacement i # i chonsei Deposit  7,260.40 73.7
(4,878.2
Post-displacement i # J& Deposit-b  Deposit 12,657.5 128.
monthly (4,821.6
Tenure H  Monthl
168.96
{1 4 y rent
(48.21)
(@) Case A refers to those tenants who kept their chonsei tenure after displacement.fi] A 235 863 E# J5 if
{4 F chonsei fALF .
(b) Case B refers to those tenants who changed their tenure from chonsei to deposit-based monthly

rental tenure after displacement. | B /& #53iT 8 5 AL L4 M chonsei 28 4 LAAF 3R FE Ak 19 A L& O R o
(c) Unit in ‘000s KRW.

SOURCE: Table prepared by the author using survey data from the Sillim Welfare Centre, Seoul.

MR AR g S A AR RO R B R Sillim Fi A

monthly rental tenure (Case B, Table 2) experienced a smaller increase in
rent deposit but had to pay monthly rents for their post-displacement

housing.

% 1., Nangok AL B N #GE S B0t AT /943 55 2% R IE 3G . 51 4,
X T AR UL L IE 2 J5 v PR B AH IR A4 AL AT chonsei #7, chonsei
427

Downloaded from http://eau.sagepub.com by on December 10, 2008




FINANCING POST-DISPLACEMENT URBAN HOUSING IN SEOUL
P EEB TSmO CRE A R 2 . MENIH

chonsei 2 N LAfF HON IR O H MG (B2, *2 ) X—dEAN

T RLEAF AN RGN, B H SCAER R B LS .

V. CONSTRAINTS FACING TENANTS IN THE PROCESS OF
RELOCATION F F #:EH#EA2 A Fr 32 2 i BR

A large number of tenants found it difficult to relocate to decent housing
and keep their much-preferred chonsei tenure without facing a much
higher deposit. What difficulties did they face?

V2 AL R BRSO B R AR pr IR R U AR AT IR & 5 0
chonsei T 3 1 Il 58 s F0 K <5 o A AT T I 380 00 28 DAY i e 2

a. Limited access to formal funding 3B IERE A RIEE

For residents from redevelopment neighbourhoods seeking private rental
dwellings, access to financial arrangements within formal institutions was

important. The prospects, however, were not bright.

Xof T R A A A X B SR A AL AT 55 R U, 3R A5 1E =HLAL 1 0 B
ZHRREER . RTAT S AR RU .

In 1990, a housing finance programme to assist low-income tenants
was established by the government under the name “National Housing
Fund (hereafter the NHF) Housing Loan Programme to Subsidize Chonsei
Deposits for Low-income Households”. The programme taps resources
from the NHF, which was established in 1981, and pools resources to
finance affordable housing construction nationwide. Applications for
NHF housing loans are made to the local district government by tenants,
who have to meet two conditions: they need a valid rental contract with a
private landlord before making the application; and they have to pay 10
per cent of their chonsei deposit in advance. The local district government

then reviews the eligibility of applicants and recommends successful
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15. MoCT Korea (2002),
“Implementation criteria of the
housing loan scheme to subsidize
chonsei deposits for low-income
households” (in Korean:
“Jeosodeug yeongsemin jeonse
jageum sebu jiwon gijun”), Ministry
of Construction and Transportation
of Korea, Seoul; also SMG (2002),
Housing White Paper (in Korean:
Minseon 2-gi sae-Seoul jutaeg
Seoul

baegseo), Metropolitan

Government, Seoul,

pages 95-96.

16. See reference 15, SMG

(2002), page 95.

17. SMG (2001), Documents
requested for  National

Assembly inspection

on government offices:
“Construction and transportation
committee, Vol 7-1" (in Korean:
“2001

Nyeondo geonseol

gyotong wiwonhoe: gugjeong

gamsa yogu jalyo”), Seoul
Metropolitan Government, Seoul,

page 11.1014.

18. See reference 15, SMG

(2002), page 96.
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applicants to the local branch of Kookmin Bank, which administers the
distribution of NHF housing loans. The bank reviews the credit standing
of each applicant before depositing the loan into their account."'® Since
the 1997 Asian financial crisis, the amount a household can take out as a
loan has increased substantially several times, in an attempt by the
government to assist housing finance for low-income tenants. In the case
of Seoul, since mid-2000 this NHF housing loan has been open to those
who sign a tenancy contract that involves a chonsei deposit of less than, or
equal to, KRW 50,000,000. These tenants can borrow as much as 70 per
cent of their chonsei deposit at a competitive annual interest rate of 3 per
cent. The borrowers are required to pay back the loan in a lump sum

payment after a two-year grace period. The loan is renewable twice.'®

1990 4, F LAHR BARWON Ji BT 8 57 (0 45 J5 ik 55 5 SR AU i 4 8
“aEAE D AEe (LT AR NHF O BLBE BRI A ZKEE Chonsei 173K Y
g SRt R %07 R ROL T 1981 4EI NHF, 2K 5 B
4 [ 5 ] A B A5 6 R s e eI BEUROK B . FRE NHF fE: 55 B
AL [ 24 O 3R 3 6 2006 12 P AN 2% 1R 2t RIS Z RITAR AT 5 22
5= AAEN EH — A R HLGTE [ A 2 A AT R R S AT
chonsei fEKIME 702+ SRJG b BUR o 75 Fil N HEA%, JFHERE
F ) H 1 A B AT B TC 0 NHF A 55 58 3k 00 [ BAR AT b 77 536
AT AEAE FE A B AR AT AR 7 A A 2 o A ARATT (S .
1997 WM EREHLG, 7T BT S RE I BUHUR IR 58 n i, RN
FL P #A5 BE UM Re b AT B5 55 4 . LB KA, 2000 4F LUK,
NHF {155 683 CIF R 43 e 222 17 L5 & A, JF H chonsei #7350/ T
2% 5000.0 /5 #ETT N o IXEEAL AT LA B 235 chonsei F 7> 2L
TR S, I BAERIRNE 2 = RN U A T IR S — otk
ETH B X BRI .

Although this housing loan programme does ease low-income
households’ housing difficulties to some extent, there are limitations.
First, the programme still has limited funds despite its expansion since
1997, and it benefits only a fraction of tenant households in South Korea.
For example, in Seoul, 9,756 households reportedly took out loans in
2000, but this accounted for only 0.5 per cent of all tenant households in
the city.!”

BRI E 55 5Y 007 RAE — €A B T AR SR B A B
W, HIEHERZEEIOMTT. v, REH 1997 F9 K, %
T7 AR AT IR B WAL AT — /BT o3 o [ AL e 32 31 ]

FER /R, $RIRIE,  fE 2000 4F 9756 J1 153 F| I G
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MTIKLEHT . WE% 4 0 H
Sillim #AHuL ¢ 2000 4,

Nangok Ji B it ZE IR A X (i
BE : Nangok jiyeog, yoggu
josa ), Sillim #&EF|HC, EHIR;
A1 Sillim &R0 ¢ 2002 45,

#H7# Nangok RIS X FHE G
%ZH (§[E: Nangok jeosodeug
miljib jiyeogjaegaebalttaleun ),

Sillim #&FI Ly, R
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Ao HEREZHRAEHINE T2 EF R,

Second, the redemption period, i.e. repayment of the lump sum after
two years (or six years if the loan is renewed twice), is often considered to be
too short for many low-income households whose insecure and irregular
income status makes it difficult for them to save enough money before the
grace period expires. Irregular workers and unemployed residents, as well
as those on means-tested social security benefits, require more flexibility
if they are to benefit from this programme. In fact, one of the requests
from Nangok tenants was for a long-term, low-interest loan repayable in
instalments over 10 to 20 years after a several-year grace period.

Foox, WeER, B S PR AE— B A0 (816 4, W R B IR 5RO,
XFF Y 2 W ORAE TSN AR WSCN KB At AT HE LLAE 58 BR 39336 2 Tl £ %
B, 1X—HIBRRH T o AFEE BRI gk B, BURIR 26 38 Dy 3 1
Fo 2 A, an RARLEARATTRE B8 32 2 T X W R it 7 2 B 2 ) R
P dist b, Nangok /7 —MERELRA — WM, (KA 5T
A, JUAE Y RS 20 01 10 4R 5 20 4.

A third limitation is that the NHF housing loan is not available to those
moving into public rental dwellings."® The logic behind this restriction is
that these units have already received construction subsidies from the NHF,
which have been paid out to the builders. This restriction places
sig-nificant constraints upon those low-income households (including
those displaced from Nangok) who do not have sufficient financial
means at their disposal, and makes it difficult for them to take public
rental flats as an alternative relocation option. Therefore, even if eligible
candidates from Nangok opted for a public rental flat instead of cash
compensation, they would have had to finance the increased deposit
without relying on an NHF housing loan.

B AN BRHE NHF F: 55 5T 4@ 4 45 I8 e it 2 SERLAE 55 2 19 .
BET5 A JE R R ], SR IX e LA O NHF WS vl XL
O ST BB . I TR ) E A £ IR L I AR RN 2K

CEFERLE N Nangok JEM 1), AEARATHE LR A ALAE 2 2 A A8
PIE e Re. ik, BIfESK E Nangok 5% N A A% LA & 84r
AR I E WL, AR A NHF F 55 575K 1 SCRE R 38 In i By
b. The weak socioeconomic status of the displaced iE# % 55/
s 203 A A

Access to formal financial opportunities for most of the displaced was also
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limited by their weak socioeconomic status. A high percentage of Nangok
residents (as in other urban renewal areas) depended on non-regular jobs
and unemployment, as shown in Table 3, which summarizes the findings

(9 and compares the occupational status of Nangok

of three studies
residents before and after displacement with that of Seoul residents about
a decade earlier. Between 40 and 55 per cent of residents were either
un-employed or engaged in jobs that could be regarded as precarious and
unstable in terms of job security (see the shaded rows in the table). The
pro-portion of office or factory workers (top three job categories in the

table)
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TABLE 3 %3

Occupational structure of residents in urban renewal areas

JE BAE3 T E X B 4544

Job category

1991@® April 2000”2000 I June 20022002

(All household members)fiEZ& (Household head only) ~H

BE R P E (All household
members)Fr A K EE |

Residents in Seoul urban Nangok Displaced persons

before displace
renewal areas H/RIEHEEMKX
ment Nangok iE

Nangok E# M A

B )& B m]
#ut
Administrative work 17 E{ T 190 (12.7%) 12 (4.5%) 2 (5.5%)
Factory work L) LA 95 (6.4%) 23 (8.7%) 1 (2.5%)
Managerial/supervisory & ¥/ & 57 (3.8%) 9 (3.4%) 4 (1%)
Service and sales il % Fl4 & 109 (7.3%) 50 (18.9%) 3 (8.5%)
Self-employed H & 67 (4.5%) n.a n.a. 1 (2.5%)
Peddlers/handicraftsmen /NIR/F 21 (1.4%) n.a n.a. 2 (0.5%)
Manual labour 53] 154 (10.3%) 68 (25.8%) 5 (135
Unemployed® % i 420 (28.1%) 54 (20.5%) 7 (19.5
Unpaid family work J& # %% k2 TAE n.a. n.a. n.a n.a. 7 7.5
Public work (NBLS-based)/A 3T n.a. n.a. n.a n.a. 1 (4%)
Students %4 320 (21.4%) n.a n.a. 7 (18%
Other HAth 62 (4.1%) 48 (18.2%) (7.2%)
Total & it 1,495 (100.0%) 26 (100.0%) 4 (100.0
432
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(@) SMG (1991), Research Report on Housing Policy for the Urban Poor in Seoul (in Korean: Seoul-si

jeosodeugcheung-ui jutaegjeongchaeg-e gwanhan yeongu bogo), Seoul Metropolitan Government, Seoul.

FER R IT RAR BRI FC R s, B /RBURF, H/R

(b) Sillim Welfare Centre (2000), Examination of the needs of residents in Nangok area (in Korean: Nangok

jiyeog jumin yoggu josa), Sillim Welfare Centre, Seoul.

Sillim ##F]#.0> (20000, Nangok Hh[X f& R 17 Zi 7t (EfE: Nangok jiyeog jumin yoggu josa), Sillim ##F| =

L, EIRe

(c) Sillim Welfare Centre (2002), Redevelopment of Nangok Low-income Area and the Relocation of Residents (in

Korean: Nangok jeosodeug miljib jiyeog-ui jaegaebal-e ttaleun jumin-iju), Sillim Welfare Centre, Seoul.

Sillim F&#]H0> (2002), Nangok T (KUK AMX AIER % E (#E: Nangok jiyeog jumin yoggu josa), Sillim

AL, HIR.

(d) The number of unemployed workers may also include unpaid family workers in the

case of the studies by the

Sillim Welfare Centre in 2000 (see (b) above), and the Seoul Metropolitan Government in 1991 (see (a) above), as

unpaid family workers do not appear as an independent category. &Mk T AR AECHAE Sillim 484 2.0 2000 4EHF

TR B AT REAE L HEFE LA (WS (b)) ), M 1991 FEF/RBUF (WL L3 (
TABCEFEAAE R — AT 2851

reached 23 per cent in the 1991 study, but was much lower in the case of
Nangok residents.

K 2 BT B A R 55 1+ 23 28 5 b 467 76 3R A5 15 B 00 & mh 3 At 1
Mlex EZMR. 3k 3 =Wiut el a5 E /R E R 10 FEaT a4 R
7, Nangok J& A K 22 0 Cln e oA 3 iy B8 9 3 XD A% JF 1E 81
TAEFNLL S Rl 0] @ o B 73 2 40 2 55 1 J& ROAS A2 2R it 2 M5 fi
AL PR B AN A2 E B TAE (R HIS2 88 70 ). £E 1991 4 H) iF 78 A2
I B L TAER ] CTAE R R R =2 BB [ e =+ =,
{H Nangok J& & H1iX — L EAR1S £ .

To some extent this reflected the characteristics of South Korea’s labour
market, which was noted for its low proportion of employees in regular/
permanent jobs.*” Even so, the rate of unemployment shown in Table 3
was far higher than the national average. The national unemployment rate
was effectively below 3 per cent from 1988 until the national economy
was hit by the Asian financial crisis in 1997.?" The unemployment rate of
6.8 per cent in 1998, the highest in the last three decades, was still much
lower than that experienced in Nangok, as well as in urban renewal
neighbourhoods more generally.

sHE 53N I — R B TR AR, REAE /K
AL 2 NGRS 7 o BIE ARG, 2 3 From ok 2 it i T 4 [ F- 1Y
133 K. ELEN 1997 4FEH K
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VI T WIS RE LT, A 1988 44 [ gk Z G AU AR T | 4
Z = 1998 SERMFONT 73 2 N mi\, (e LI = E g i,
32K T Nangok FITE 4L, £ T X H G4 X [F) e -t 4R 5 i .

By the end of 2000, the total number of NBLS beneficiaries in Gwanak
district reached 4,570 households, that is 2.4 per cent of all households in
the district. The proportion of NBLS beneficiaries was much higher in
Sillim 7-dong, the sub-district where Nangok was located, where it
reached 14.1 per cent.*> The second highest figure, in Bongcheon 5-dong,
was only 6.7 per cent.*® This suggests that poverty was more prevalent
among the residents of Sillim 7-dong than in any other sub-district
within Gwanak district. The high proportion of NBLS beneficiaries was
also notable among the displaced of Nangok. Of the 2,067 households
displaced from the neighbourhood between September 2000 and March
2002, 12 per cent were NBLS beneficiaries.**

23. See reference 19, Sillim

Welfare Centre (2002),

F] 2000 4F 5, NBLS S 35052 28 AAERGE X IEF] 4570 17, X R HIX 52
HIH 72 — Y, NBLS 243 & 7E Sillim 7 [ L6 =753 %, iX /& Nangok ~ pages 10-11.
S, ABESZ R — B oA EREE, BEER S, RAH

32 6.7 o XFH, Sillim 7 & RI7T A E e X AR5 DX AT Ao 5 9%

I . NBLS fa Ll (1) 52 26 #3278 T Nangok [FiEF% . 2000 4= 9 H Fil 2002

3 AENZXER T 2067 B, H 42+ 272 NBLS % i o
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25. See reference 10,

NSO Korea (2001 b).
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c. Means of financing and the reliance on cash compensation

ERTE, URASHEMKH

The large difference between pre- and post-displacement rent deposits
was not compensated for by loans from formal financial institutions.
Tenants’ limited access to the formal financial sector led to heavy
dependence on their own savings or on informal sector borrowing (e.g.
loans from relatives, friends or usurers operating in the informal sector).
According to the Sillim Welfare Centre survey data, only about one-third
of the displaced of Nangok took out NHF housing loans or other loans
from formal financial institutions; these loans were the least used means of
financing residents’ increased housing costs upon displacement. For those
tenants who moved to non-KNHC dwellings, cash compensation was
cited as the most commonly used source of housing finance. Since the
chonsei key money for residents’ pre-displacement dwellings was used to
pay for part of the post-displacement dwellings’ rent deposits, it could be
concluded that the displaced persons’ personal financial assets and
borrowing from their support network played a more major role than

formal sector borrowing.

IR I S5 R4 A7 3K 0 BOK 22 5 TE v A IE BRI & L A4 1) % K R 15 2
SRR o TR 42 Bl T 45 4 7 B A BR AL 20 Al AT T B O A B E7E 3R
IERER TR 2 CanbE sk, SEBG  ITACERAE IERLHR ] B 78 e A 6 )
(17 AR A . HR Sillim 48 F O (1 B 204, Nangok R K2 —=4)
Z — i & 15 B NHF 1F 55 D%k 5CH: ) 15 50 42 Bl LA 1R D% 303X L8 5%
O T 5 B PR A% B s R 16 I IS 38 v of it ik AR e AT 4 A8 R 5 Bl o X T
W 3 HEAE B A AT B 0 ROk, B4 fME N 2 s A s
&R . BT ERMGTAT chonsei 32 R F RS2 AT R 5 i o0 13 55
FL&AFR, ATLAUL, IER S 1A N G il 25 7= R A AT A P 1) SRR I 285
Bl TE BB ) A8 O R #5750 A AR

d. Increases in housing expenditure 34043 5 3¢ H

Upon displacement, residents experienced an increase in their
house-hold expenditure. Specifically, 86.8 per cent of the Sillim Welfare
Centre survey respondents reported an increase in their housing
maintenance costs and monthly rents; utility bills were the next most
frequently cited increased expenditure item, followed by debt repayment
and interest. Thus, all housing-related expenditure had increased for
most residents. The residents were driven towards a higher level of

consumption forced by the  residential
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redevelopment and displacement from their neigh-bourhood, which used
to offer affordable housing.

Zid®, ERFFARETITSCEE i 7. BACRY, Sillim 487 4
AR T TP 2 86.8%, LTI AT s 412 9f AN &k A e AR 10 T
PR R ECHE I SCH IUE R L2, OGRS MR R . R,
XK 2 BUE ORI A SAE A RB SCH A n 1. PEEEE, {F
P Jeir BRAN I 38 7 52 B vy ¥ B DA S AN ARLATT FR) A XA 8, e rp A 2 LR AE
i 55 BB ZAF .

Nangok tenants who chose public rental flats as compensation signed
two-year renewable rental contracts for 39 square metres of dwelling
space, and paid a deposit and a monthly rent of KRW 13,319,000 and
KRW 161,200, respectively. Tenants could increase their monthly rental
payments if they wished to reduce the amount of their deposit, and vice
versa. If a full deposit (about KRW 33,000,000) was paid, then rental
pay-ments were waived. When recipients of NBLS benefits were eligible
for redevelopment compensation, they tended to choose cash
compensation rather than a public rental flat because they were anxious
about the pressure of paying a monthly rent.

Nangok 1% £ A AF 22 J2 AL 1 AH 7 0+ 32 2  PAE 1 39 ~F 7 oK
O JE AR A A R T AR SR A, I B SO E e A e il 2
13319000 hyeAl 16.12 J o AL G U SRAL P 5 22 sl Al AT ) 17
o MR ARATEE F SCAS HE, R TRIR o 0 RSO R 8UAF K (4
=T =1 ¥ 70), BABEME A A FARAEE & F3RTG NBLS
BEENHN, AT Tk BRI AN, AR — D AR RAL, BN
AT AE O B3 AT AL B P I T

It was noted earlier that most of those who transferred from chonsei to
deposit-based monthly rental tenure were public rental tenants. These
residents had to face the new challenge of regular monthly payments,
equivalent to 19.6 per cent of the average monthly disposable income of
those in the bottom 20 per cent of income distribution for salary- and
wage-earning urban households in 2000.?* Housing maintenance fees
imposed by the estate management office, and other bills paid by tenants
(e.g. phone bills, medical insurance), brought the regular monthly
expenditure up to roughly 40 per cent of household income.

ZHTHE H R K HS 7 A B AL 8 chonsei 73K N dE H AL
X JE RN AN TN 4 H 8 WAL F0ZX — B PkiR, A TAE 2000 4F
Ab TR E 0 2 A R R R BN SR T 2 B RSSO
WIEH 72 19.60 b3 YRS th (£ 7 SO s B Ip 0 =, 38 oAt 2%
H lzﬁ? HAE 9%, BT IR, 3R 3T SO 2 K RN 20 5 5y
< o

For many households, the high costs of living in the public rental flats
hindered them from moving in during the early stages of displacement
from Nangok. For those who had not anticipated the increase in household
expenditure, life in the public rental units has been difficult to sustain
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financially. One of the public rental tenants interviewed stated that she
initially applied for a public rental flat but soon gave it up, and now lives
in a semi-basement unit in chonsei tenure to avoid the high monthly

expenditures.

XTIV E B, AR B AL 0 R AR S T BEAS T 8 Nangok iE
Fe Wi B T o 0 T 8 T v 1 0 X B T SR N SR U, A i A HY AR
R M ALERF I L. Horh— A N BT SRV U, de i F O
NEBAL, EAABBE T, WAL — DA chonsei HF4 T
AL, DL RSO

e. Housing market: a mismatch between supply and demand /&

FETISg: AP IR I BERLA TR

The majority of tenant households in Seoul live in individual houses
(dandog jutaeg in Korean). The population and housing census of 2000
found that only 22 per cent of tenant households nationally, and 32 per
cent of all households in Seoul, lived in apartment flats.*’ The majority of
renters (64 per cent of all tenant households in Seoul) lived in individual
houses. It was also more common for renters in individual houses to
double up with other families. On average, each individual house was
home to 2.38 tenant households, while fewer than half of all apartment
flats (41 per cent) housed tenant households.?” These figures indicate that
apartment flats in Seoul were clearly oriented towards single households
and owner-occupation.

TEE /R K Z B P AETE AN NME S5 (36 E dandog jutaeg). 2000 4
NEOAEEERI, EERAGar2 —+ Wl 5xAFa7
=T MR EEAENE. KEHMEE CHERIIAEEIE 22N
TV AEVEEA NPT o S W ALAE A A AE B I B A 5K 2 1
BM—%F. FWMNE, §N5TE 238 M7, ARFIEAE (ArZ
PO+ —) (M) — . IXEEHF R W], 78 KA R AR I B —
R 5% B AL T 1

This concentration of tenants in individual houses could partly be
explained by the fact that individual houses have experienced the lowest
price increases since the mid-1980s. Annual surveys of the urban housing
price index conducted by Kookmin Bank indicate that sale prices for
apartment flats increased by 240 per cent in Seoul between 1986 and
2004, whereas the increase was only 44 per cent for individual houses.*®
In the case of the chonsei index, apartment flats again experienced a much
higher rate of increase (345 per cent) compared to that of individual houses
(103 per cent).?” This relatively moderate increase in the price index in
the individual housing sector would have been more attractive to
low-income residents.

AR AEAS B ) b5 R B AT B o R — AN sz, Bl
1980 4F AR H B LASRAS N AT 3 48 P ik B AR g 1 Bk o 4 [ RO ARAT
WAL AR IR B AR, R A EAE IR AE 1986 52
2004 SE[A]_EWK A 2 240, AN N DR RN E 5 2 Y+ X T

chonsei 8%, 2 8 F X
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GIT AR MKEEE (345% O A, NAEEZ (103%).
REAAEAS NAE 55 8177 L AR R A0 B A % B T i O SRR N R
A5 77

While tenants were largely concentrated in the individual housing
sector, housing production was largely in favour of apartment construction
and, in particular, high-rise flat construction. As shown in Figure 1,
individual houses became less popular with builders and apartment
con-struction became the norm in the construction industry. In the 1990s,
around 80 per cent of all new dwellings were high-rise flats.®” Urban
redevelopment in dilapidated neighbourhoods has also resulted in the
construction of high-rise flats, almost without exception.

BREPRZEPEMANEFRA, IETCERNENELE
F, FraldmE AR . EmE 1R, AR ERER/AR A Z
A XL, JFH A EER OB FAT I RMTE. £ 20 L 90
A A HEERAA )\ HEE B TR EHIPERX
R T X Bt 3 B A A v R A

There is further evidence of an increasing orientation towards the
construction of flats. First, an increasingly large share of planning permits
issued for new housing construction has been for high-rise flats. In 1975,
high-rise flats (i.e. more than five storeys) constituted 21 per cent of the
131,850 units that received construction permits from the central
govern-ment.®" The share rose further to 66.8 per cent by 1990.°?
Second, the public housing agency, the KNHC, also focused mostly on
medium- and high-rise flat construction. The share of apartment flats in the
company’s annual housing production was on average 34.8 per cent
between 1962 and 1966, but increased to 97.8 per cent between 1972 and
1981i33§ince 1987, the company has been producing apartment flats
only.

B DU BN ORI AR B A . G, BRI 5 BV
AR SRR 2 RS SR B, 1975 4R, mE AL (RPEIE 5
J2) A 131850 HAr, 5 R BUN 45 T SV ATIE R B 2> 2 —+
—o 1990 4FiX — ek —2 ETHH 66. 8%, Ik, AL,
EBAth, WEEEPIEPENEZEFAL. 1962 FH 1966 F
B, £ 2w B4 2 @ AT Dy @ B g 39 0 34. 8%, {HAE 1972 4F
A1 1981 4[] B THE] 97.8%. H 1987 AFLK, AR CHERAE.

This orientation towards high-rise flat construction places heavy
constraints upon tenants and low-income owner-occupiers when they
have to move out of dilapidated neighbourhoods due to redevelopment.
Upon displacement, they have limited housing choice and tend to look
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for dwellings in neighbourhoods where individual houses are more likely
to be found with affordable rents. Given both the context of housing
price increases since the late 1990s, and the fact that tenants from
redevelopment neighbourhoods were accustomed to paying as little as
one-quarter of what tenants paid in adjacent neighbourhoods as chonsei
key money, their displacement clearly resulted in considerable financial
pressure.

HT T S A AR SN [ Ak A AN B AT & R IXC, T e =
AN L A ATUTE A BR 1o TR S, ARATOE S ik A IR, T HARAE
B REMEBHE X EAEMREBDNES. T H 1990 FA0U5 1]
IR 55 i (R 55, DA F AR AT IX i (6 77 B SO AR 2 1AL SO 5 4T
MY 7 22— chonsei 7K, X 45 MLAT AR IE 1A 24 K 0 B 5

f. The orientation towards home ownership and the limited
supply of public rental housing XEFHE
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BT A RE A SR B R4

While the average urban owner-occupation rate in the country had
in-creased to 49 per cent by 2000, the share of owner-occupied units in
Seoul remained at 41 per cent.**) Despite the greater proportion of renters,
new housing production has been targeting prospective homebuyers, and
long-term public rental housing is scarce. A vivid example is the relative
share of housing produced by the KNHC for rental and sale. Of the
682,988 units produced by KNHC between 1962 and 1991, about
one-third were for sale on the market.®” One might mistakenly conclude
that the public agency has focused on producing rental units to supplement
the homeownership-oriented private market. The reality is that the
majority
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of rental units produced were available for up to only five years’ rental,
after which they were subject to purchase by sitting tenants at the end of
their leases. For this reason, these rental units could not be regarded as
“public” in real terms and were often seen as a route to home ownership.

(Rental units with longer leases appeared only in the late 1980s.°¢

F) 2000 £ [H gL 2L A S AR O E T 2 U, BRI
WF AR RFFE E 2+ — . REGRKWLOIMHEE, B
LA H A S SRR b, KA A REREM . — S
(R A A A AL G AT AR IO A X BT AN 1962 4 & 1991 4] [R]
EBAMF AN 682988 NHAL, KLH =702 2 NHH LI
H. ANTTRSH IR DXL AU I E RS 7
FLEAL, DLAMFEIHE AT A 55 . ISt ol, K287l
Erpr Rt 5 A, 2 E M AR W B ST BT
JRABA, X b R AL AL, ANBERL Y A3 ISR, JFE
NFEBEBM I —M 7. CGHBTBH AR S A B IAE 20 42 80
FAKRAD,

Although an overwhelming majority of urban redevelopment rental
housing is concentrated in Seoul, which has been at the centre of urban
redevelopment, most of the limited supply of public rental housing in
South Korea has been built outside Seoul (Table 4). While 22 per cent of
total national households (or 28 per cent of all national tenant households)
were living in Seoul by 2000,°” only about 15 per cent of public rental
flats were located in Seoul. These benefit 5.4 per cent of all municipal
ten-ant households.

SRR 2 B X E @ A EEERAEC R T X EE SO
I R, AR E R Z AN O R A IR IR AL 1 Sk A AL AR
BiE (3 4 Do BARE] 2000 4F, 5 2 2 [F K EE 22% (B2 [FH A7 28%)
MNEREE R, RA AR R B AEE /K. XLk
S o BA BT 5.4%

More than half of these public rental flats countrywide are available
for only five-year short-term leases. But in Seoul, these make up a small
per-centage of what is available. Far more common is yeong-gu rental
housing (meaning “permanent” in Korean), 50-year lease public rental
housing built for low-income households from the late 1980s until the
mid-1990s, and which make up two-thirds of all public rental housing in
Seoul. The central government budget funded 85 per cent of the

(38)

construction costs. Nowadays, these units mostly accommodate

recipients of NBLS benefits and those who meet the criteria stipulated in
441
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Article 19 of the Ordinance on Housing Supply.©?

Hp i —E U B BB R 5 EREMAZ. Ad, £
IR, R RH /N AT E . EOHE KRR XAER R (5
BRAARA™), 20 A 80 K 2] 90 FACH WIMR N K 2 i
EH 50 FEMT AR, BATEHRARMN=72 " FRIFBUH 7
HEMME 22 )\t 1. W, KRR 2 R 113 3] NBLS 48 £
AN 2 53 e (AR AE 2K 1 2R 19 2R RUE N

VI. CONCLUSION M &

Since the mid-1980s, through a partnership-based redevelopment approach, developers and property
owners in dilapidated neighbourhoods in South Korea have worked together to transform these
neighbourhoods into modern, high-rise estates. When homeowners lacked legal land tenure be-cause
their dwellings were on public lands, they were invited to purchase these public lands in order to

obtain full title for their properties. In this

TABLE 4
Public rental housing stock in South Korea (2000)

50-year rental housing

Urban
Yeong-gu redevelopmen  5-year

Regions rental t rental Total
Natinnal tntal* ciinnliad hyv 22K NOR 10N N77 24 N 2QRR 7 ’ RAKR QR

KNHC 164.106 140.078 0 56.43 220.545

Local governments 70,989 49,999 34.0 7.613 112,623

Private companies 0 0 0 302,6 302,695
Seoul total 63.992 45,828 33.0 547 97.549
% of national total 27.2% 24.1% 97.0% 0.1% 15.3%

@ These units are subject to sale after five years rental. They are built by the public sector (KNHC and local

governments) and private companies, and are heavily subsidized by the National Housing Fund.

SOURCE: KNHC (2001), Housing Handbook 2001, Korea National Housing Corporation, Sungnam.
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respect, the partnership-based redevelopment approach was intended as an
effective way of improving dwelling owners’ access to legal land and
housing in informal settlements. The provision of public rental flats for
eligible tenants was also intended as a way of improving tenure security. «o,

H 1980 FEAXHHILIK, Ak pE ok ROV AT EE, #h
BT i B DX B0 T % AL L [ 85 0y, JE X B fl X AR s BAR, & 2 1
JEAEBAL T H A BAEAIL i b, 3X 86l 3 5 5 R A A AL
A ATT A BT S AX e 0 L -, DSR4 58 42 @ T 3L B I 7 o AE X 7 T
PR IR 21 9k filh 1) 76 T VA I B IR AR O — Mg R0 77 Ok B
Ak F YR VR R ) b AN AR R IR e JE AR 5 o O BE AR AL R
(RO 2 38t T 55 DA SR 32 v i P 22 4

The case of Nangok tenants and their displacement, however,
indi-cates that the intended objectives for poor tenants displaced as part
of urban redevelopment are not so easily met. It is apparent that the
provision of public rental flats, without close attention to poor tenants’
housing and tenure needs, does not in fact effectively improve their
tenure security upon displacement. For most displaced tenants in Nangok,
their post-displacement housing consumption was in conflict with their
preferred household expenditure portfolio (that is, minimized expenditure
on hous-ing to release financial resources for other uses). Although it could
not be verified in the short term, it appeared that their displacement would
have detrimental impacts on their allocation of household resources to
meet their various needs in the future.

SR Nangok L BUHE ML A ABATHIT RS, EHEH A, LI
FOT R A T IX B — 20 1) X — € H AR AN IR A 55 S . AR
W, SRALHIARAE A R AL, A %) 50 R BT AE 7 5 A
FIRLE 5 2, SEBp b AT A7 R0t 253 T # )5 i IR B . 6 TR 2 4%
Nangok T BIFE ', 3L 88 J5 B3 5 T 2 46 b A A AT ] v a2 19 5K g S
Mo AR/ AERIT S, B8 T HAB &) . BRI e 4
A3 B30I, 53 B ABhF- K5 o AT 73 TC 2% JE 1 9% 50 AN 1T 9 2 % o 5 2
R T AR o

An examination of various constraints experienced by these ten-ants
points to a need for the government to design policy measures to increase
the housing options of poor residents. This needs to start from the
recognition that “...the poor have a right to live in the city.”™D Cities
experiencing rapid changes face the task of urban restructuring in order to
accommodate the growing need for improved infrastructure, facil-ities,
housing and so on. This often leads to the forced eviction and
displacement of poor residents, which has seriously negative impacts.*?
In order to protect poor residents, critics advocate pro-poor housing and
urban renewal policies that build on the assets that poor people have
already invested.*?

B A % M 23X BE R P DR AR HY T U 1T BCR A it DA 4
DTN B B AF: 5 e 45 X 75 MR B, <« 55 N B TR AE IR 1T .
T 1 275 ) T BE AT 55 B 30 i 48 g o T ) AR 1, Rt 2 I 2 4G K 7R
SRR A, VO AN 5 S R R IXARAT 3 B0 A T E AR R R
(54T G A 2 N s BT R . O T R4 B S R, AL pR SAT T i 2
A RT3 N AT 5 A0 A At AT] B 7 1) T X B A IR

Since redevelopment projects target dilapidated neighbourhoods
where poor physical conditions are usually linked to lower rents, displaced
residents are often left with no option but to move to higher quality
dwellings, which command much higher rents (whether chonsei deposits or
monthly rents). An expansion in the number of public rental flats is
necessary, as only about 5 per cent of municipal tenant households in

Seoul have access to the public rental sector. The
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experiences of public housing provision in Western European countries
such as Britain and France suggest that the state has a role to play in
providing affordable dwellings to the socially excluded population.**
However, this method of providing ‘“bricks-and-mortar” subsidies to
producers and landlords may place too many financial constraints on
central and local governments in low- and middle-income countries.

T A H AR AR A JE S DR A A8 L Bk, 1T
P JE AT R AT e 1, IR D9 e % 381 38 ot B AT D5 il S A B vy
HIAL & (A chonsei fF#GE R MG . 7 KMAER R AR
HRVLER, EH/RAFLHE ST TBA R HE AR R
E R ARMEAR ERRLK, nacEAEE, EROREER, AEF
o RN DR AR AT 55 IR, BN A7 35 0 o5 R 4
PRI B <R MDA T 4007, AE AR A SIS (] 53 AT BE 23 45 T
T 5 1) SRR 3 7 EORE R AR 2 BRI

The design of housing finance systems for poor tenants needs to take
into account their household situation. Financial support for tenants in
difficulty (such as the National Housing Fund housing loans for chonsei
tenants) can help tenants pay for their increased housing costs, but this
kind of support needs to be implemented with a longer redemption
period so that it is more responsive to the needs of poor tenants. Other
more people-oriented financial subsidies may also be necessary to address
poor families’ difficulties in paying increased rents upon displacement.
Personal subsidies such as social rent schemes would help allow poor
tenants to stay in the city centre where rents are higher.*> Recently, the
Korean government put forward a revised approach to increase the supply
of public rental housing in the individual and multi-household housing
sector. This measure is also expected to increase housing choices for poor
tenants upon their displacement, but its real impact has yet to be analyzed.

N T3 NV AT 5 < il 28 2 75 5% 18 BT SRR 0 o 0 A PR e
JE R B R (W4 E X chonsei 3 77 FIAE 5 AFR &4 5 5830 A LA
W BT SO g 2 3G I, B I M SCRF 0 AT SEA IR [l 3], A
LR ok N B VR S B R . AL BE DAON D9 A B I BRI, T L
TR IR R SR BEAE TS o A A0 A R o AN ARG A 25 A <5 vl
AT H AN REREARSE ST L. Ril, SEBUGFRE 7
AT HIApE, DA S N2 SR RE ) A LT B R 3R it . X T4 e
Ttk 58 n 55 N IE RS R AE 5 ik 8, (H LS BREE MDA 15 0 A e
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