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Introduction

Housing has been a perennid problem for Vietnamese people. It caused popular
discontent to the state, which promised citizens the right to shelter. The state, in
financid difficulty, hastried over time to meet the housing requirement of citizens
and help people to improve their living conditions. But as aresult of rapid
population growth rate (more than 2.2% at the present) and the huge human and
meaterial damage, which have been caused by avery long period of war, the serious
housing shortages are dtill agreet problem for sustainable development of the
country.

The housing Stuation in Vietnam is mainly divided in to three stages: before
1954, before renovation from 1954 to 1985 and during the renovation period from
1985 up to now. In thefirst period, the people mainly built the houses themselvesin
traditiona way with low - rise Sngle buildings. In the period 1954 to 1985, the State
hasintroduced comprehensive nationad housing policies and programs, which
mainly respond to the huge housing demand of people at that time. Houses are partly
inherited from the col onid regime they are low quaity and being degraded. Some of
these houses are built astenement in USSR stylein dl most living quarters. These
aremainly high-rise building with low living standards and aso being degraded
caused by the lack of maintenance and by spontaneoudy expanding living aress. In
this period, the government played an essentid role to provide houses to the people
freely or with very low rent, which contributed to the State's financia difficulties.

Since 1986, following the trend of economic change from centraization to
decentrdization, the economy in the country as awhole, and the housing stock has
increased gteadily. Centra government has encouraged, mobilized and called upon
dl sectors, including private, informa and foreign sectors, to participatein
developing the country’ s economy, especially in housing development projects. In
addition, because of the lack of financia meansfor developing the housing stock,
the state declared to stop providing public housing and alowed peopleto build their
own house. In 1994 a regulation was issued for the buying and sdlling of housing,
especidly for the selling of houses owned by the state to the sitting tenants. Up to
now, the housing privatisation program has been under implementation
comprehensively in the country as awhole. However, the program has been
standstill with very low numbers of house have been sold.

Problem Definition

The change of economic development from the centrally planned economy to the
market oriented economy has brought improvement in housing management and
development. During the period from 1989 to 1999, epecidly after 1991's housing
strategy, the central government advocates to withdraw the subsidy systemin
housing in order to encourage participant of different componentsto develop the
housing stock, avoid the attitude of relying on state of citizens, attract the amount of
potentia for the housing development purposes, as well asto decrease the state's
burden in housing maintenance. However, becauseof very complicated Situation and
the loase palicies in housing management for along time, the state's advocacy of
house selling to sitting tenantsis till not responded. On the one hand, small groups
of people - prosperous inhabitants - seem to be interested in buying, but the mgjority
- state employees, middle class inhabitants and the poor do not have apositive
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response. The reason is high selling price. Although the low price account for 25%-
35% of the market's price, but it istill too high compared with very low wages and
the rental price. Furthermore, the house sdlling procedure is very complicated and it
is not concretely gpplied. The actual Situation of rental houses are degraded, serious
damaged which reguiresimproving, hence make a dispirited mind of the Sitting
tenants. In fact, except for the gitting tenants living in good conditions, convenient
locations, or those who want to buy for the reselling purpose; the mgjority does not
see the difference between being the owner or renter. This situation diffuses and
influences strongly the house sdlling process.

Finaly, dthough sdlling housesis the right policy but is not yet to be carried out
effectively because of so many remaining problems, especialy the attitude of
citizens who do not want to buy the house. This the most important problem are
interested by government, first and foremost in Hanoi wherethereisavery low rate
of sdling houses of the current housing stock. It demands a good method to solve
this problem.

Motivation for the Choice of Study

The Centrd Government required the restructuring housing privatisation program in
order to achieveits godsfor better housing management and future housing stock
development. Theidea of this papersisto explore the situation of housing
privatisation, the Situation of Hanoi city that faces the biggest housing stock
difficulties, and to recommend a possible and acceptable way to achieve success.

Method of Study

The study will be observed from two main perspectives:

= Demand side which isfocused on the household problem influenced by the sitting
tenants’ decisionsand preferences

= Supply sdewhich is researched by looking at the policy and instruments
involved and their influence on the privatisation process and possible changesto
meet the affordability conditions.

Background

The National Housing Strategy and Privatisation

Theright to housing facilities is one of the fundamenta human rights, which the
gate recognizes and takes care of. Land for housing is defined as a specid land by
the state. It issaid that the land used for housing is provided fredly, especialy for the
poor and low-income groups.

The ordinance on Housing wasissued in 1991, officidly recognizing private
ownership of houses, permitting organizations and individuas bdonging to different
economic sectors to build house for sdle and hire. According to the State's regulation
on the Right of housing ownership and for housing in the urban areg, there are three
types of housing ownerships.
= Housssbdonging to state are comprised as follows:

- Houses built with capital from the state budget.

- Houssstransferred to State ownership according to the regulation prescribed
by the law (very often houses that were owned by individuas or organization
under the colonid period).

- Houseshuilt partly by State capita and partly by individuas or groups
according to agreement or amortization' s contract of house purchased on
credit but repayment has not finished yet.

= Housesbelonging to legd politica, socid and economic organizations areas
follows:

- Housesbuilt by these organizations own capitd.

- Houseswhich were given or presented legdly by individuas or organizetion.
= Houses owned by the private sector, which are acquired through lega

congtruction, buying, in heritage or other types of ownership.

The main point of the National Housing Strategy to the year 2010 is. The state
encourages and mohilizes that citizens build their house following the city plan
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themselves. Owners are alowed to use, rent, mortgage, assign management rights
and transfer ownership of houses. Houses owned by the State can be sold or rented
following the State prices and regulations and can deduct rent from sdary. Housing
development agencies or companies are alowed to be profit oriented in order to
oollect the cost for re-operation. The housing bank should belenient in providing
capital. Responding to these srategies, state regulation for the buying and selling of
houses was published.

The State mainly emphasized to sdl State owned houses to those renting them,
which will beasolution to get rid of the responsibilities of maintenance and to
mohilize the capita for housing development programs. The State decided to sl
houses owned by the State to the occupantsin order to improve their living
conditions and opportunities to maintain the building themselves. They are not
dlowed to sl the housesiif:

= Thehouseislocated in planning areas, which are expected to build other
buildings; or renovate new houses.
= |t concerns pecidized houses, whichare used provisondly for living purposes

= Thereisdiversficaion of villas, which will be used for public building or other
purposes.

The State dlows buying and sdlling houses and buildings through a contract,
which follows the regulation prescribed by the State law, and is substantiated by
public authority. The State decides the housing price and theland price to be used
for trandfer of land userightsin order to control and manage the buying and selling
of houses and housing business.

Thebuying of ahouse owned by the State is voluntary. The price of houses,
which are owned by the State, comprises housing price and land price when
transferstheright of land used.

The housing priceis determined by the price of the remaining value of the house
and ajudtification of the using value. The remaining value of the housesis based on
the remaining retio relatively compared with the price of new housing congtruction
and depends on the specid Situation. Theratio judtification of housing vaueis based
on thefloor size. Theland price when transferring the land use right is determined
by the people's committees of province and depends on the location and the floor of
the house. For aonefloor house and for multiple-floor houses (independent houses
or villes), theland priceis equd to 40% of the State land price for the housing
purpose. Theland pricefor the high-rise building is calculated by 10% the land price
and by adjustment coefficient for each floor.

Thedirector of the Housing Management Company belonging to the Land and
Housing Department of the provinces, and the chairman or vice-chairman of
People's Committee of provinces, digtricts (where there does not exist the Housing
Management Company) which manage currently those houses are responsible to sdll
houses. Houses owned by the State - which are managed currently by government
offices, military, associations and any other organizationshave to be established the
plan to transfer to the law. The selling has to be approved by the people's committee
of the province and the city peopl€e's committees (or Prime miniter for two large
citiessHanoi and Hochiminh City), before sdling. A selling commiitteeis established
in provincia leve in order to implement the sdlling plan. This comprisesthe
representative members of the City People's Committee, the Land and Housing
department, the Chief Architect Office, the Financia Department, the Provincia
Labour Union, and the sdling Sde.

The sdling contract of house is amortization contract with maximum maturity of
10 year and not less than 20% down payment; the rest of money haveto be
trandated in to gold 98%; the annua payment is not less than 8% from the second
year. It isdiscounted 10% if the total amount of money is paid after Signing the
contract and 2% discount if it is paid within one yesar.

Themoney from selling the house has to be given to the State budget in order to
maintain and develop the housing stock. Priority is given for specia purposes such
as to build ahouse for renting out or selling to the people who do not have ahouse
or have very low quality of house and low living standards; to build the
infrastructure for the residentia aress; to maintain and renovate old housesin to new
high-rise building in order to sl or rent out; to implement the socid policy for
houses.
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Current Situation of Housing Privatisation in Hanoi

Situation of Housing in Hanoi, Housing in Inner City

Hanoi isthe capita of Vietnam. After changing of the policy- caled "renovaion” -
the city has grown rapidly with an average GDP per capita growth of about 10% per
year, houses were built rapidly. The stock increased with rapid urbanization. The
housing Stuation in Hanoi reflected in the housing situation of the country ass
whole. Although the housing stock has increased, the housing shortage is a problem
for the sustainable development of Hanoi. During 40 years, the State hastried to
build new houses, which dmost dl are high buildings of five stories. Therest is

low -rise building with apartments. These only cater for 30% of the total numbers of
government employees. Because of rapidly increasing population and urbanization
in Hanai, the public houses, which were built replicable to respond the large housing
demand of Government's employeesin the pagt, the living standard is very low and
tends to decrease from 6.5 square meter per person (1995) to 5.3 square meter per
person (1994) an gpproximately 5 sq.meter (1996). Because of the very low housing
rental price which is not enough for the maintenance, the houses, especidly for five
gtories buildings, have degraded serioudy: 300000 m’ of houses are degraded
including 2.5% of unsafe houses. Houses, which needed to be maintained, are
making up 50% of the medium housing, and 25%-30% for very large houses.
Finaly, 15% of the good houses need only annual simple maintenance. Most houses
have not been built synchronous and lack a good infrastructure system leading to
living environment pollution. The population density has not been alocated
properly: very hich density in the ancient city 40,000 inhabitants per square
kilometre.

In generd, housesin Hanoi are amixture, partly because of poor management,
spontaneoudy housing congtruction over 80%. Houses are old and dmost al have a
commonplace kitchen, bathroom, toilet etc. The ownership isacomplex, which
crestes serious problems for management and for sdlling of houses.

Housing Privatisation at Present in Hanoi

Hanoi and Hochiminh city, thetwo first cities of the country, have first implemented
the expaimental plan for sdlling state owned houses to sitting tenants. Hanoi has
realized this experimentd plan for 611 households from December 1994. After that
Hanoi was dlowed to continue the salling experimentd plan for 221 household in
living quarter areas, in which there were 115 househol ds which gpplied for buying,

76 households which have signed contract and paid, but only 40 households have
been given ahouse ownership titles.

Later on, with the privatisation policy, the difficulties of housing conditions,
management and maintenance. The people's Committee of Hanoi has established the
"Sdling State owned houses to Stting tenant scheme in Hanoi" and asked for State's
gpprova of acomprehensive program of this schemein the whole of city.

Although State rules and regulations for sdlling houses were published in 1994, in
fact, it has been implemented from 1996 after gpplying the comprehensive program
in Hanoi. Therefore, Hanoi has collected about 1 billion VND (71,429 USD) in
1995. 1In 1996, 8419 gppli cations for buying were received. 361 houses have been
sold and 16 billion VND (1,142,85 USD) was collected.

In 1997, agreat number of houses were sold. Up to 31 December 1997, 5033
gpplications were received including 650 of sdf - management organs
(organizations under State or Municipdities). 4298 houses have been sold out
including 3861 households have paid; 2766 households have fully paid, 1095
households have paid in mortgage, and 204 households are of salf-management
organs. Total money collected is about 98.442 hillion VND (7,031,571USD)
incdluding exemption of land and housing salefor target groups of about 11.43
billion VND (861,429USD) and from self -management organs of about 6.88 hillion
VND (491,429USD). However, there were only 783 households that have received
an ownership tilesincluding 120 househol ds under sdlf-management organs. It
covered only 30% of thetotal houses sold.

Although the year 1997 was as aboom of housing privatization, a grest number
of houses remained, which cannot be sold. It was only 7.7% of total houses owned
by the state, which have been sold. In addition, there were only 1556 houses, which
are covered 40% of tota number of houses of salling plan, in sixth months of 1998.

The process has been going very dowly and cameto standdtill caused by results
of policy changes and frequently improving the structure and sdlling process. Also,
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there were alot of complain from the tenant side about housing prices and the level
they can afford, even prices sharply decreese through initiatives from government
sde

Up to now, almost al houses sold were single houses with or without garden.
Only 8.9% of total houses, which are sold, were apartmentsin 1997. Thissituation is
influenced by the location where dmogt al tenement are located in suburban or far a
way from the centre of the city, and by the serious damages of buildings which were
built long time ago. There aso existed problems of publicity of privatization
process, which have lacked mass mediafor population &t large. Another doubt is that
there was no policy for maintenance responsibilities. It was not yet known who is
going to take responsibility for maintenance and how to do it. Thefact isthat, the
Hanoi people's Committee has though only to sell the assetsbut not yet about |ater
management. Thisisamain factor that impeded serioudy the willingness to buy of
tenants especialy those who live in the apartment.

Housing Privatisation in Practice and its Scope
for Improvement

The Management Situation and the Housing Sale Procedure

Existing of Selling procedure and its concerning authorities

Hanoi People’s National I nstruction of Land
Committee P Housing Policy Board

t 4 Gvles

City housing Sale’s Committee
+ Land and Housing Department
+ Statistic department

+ Chief’s Architect Office <4
+ Hanoi Construction Dept.

+ Financial Dept.

+ National Treasury, Taxation Dept.

Chief s Architect Land and Housing Statistic
Office Rl Department  |4€P Department

! t f

Hanoi Instruction of Land
and Housing Policy Board

v Representative v
+ National Housing Egtimate Expert’s Group:
treasury Moo M anagement I Iéaéﬁ;rc\le-gtﬂng Dept.
+ Taxation e spicd Companies Asic Dept.
Department — (Belongto Land and P - Onief's Architet Offce
. + Hanoi Congtruction Dept.
Housing Dept.) + Financial Dept.
+ Nationd Tressury,
¢ Taxation Department
Land & Housing
I Management
Division
Paying of ¢
Housing Sale's Household
. Local Levd
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Single houses

Apartment Houses

Overview of housing types subject to privatisation in Hanoi
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Housing Management
It isknown that the houses are variable types and mixture types of ownershipin
Vietnam in generd and Hanoi in particular.

Giving this picture of housesin the city, the evidences that, there were many
difficulties for management of housing development. The remaining housing stock
was old and serioudy degraded together with unk nown housing ownership and
origin. Situations of sef-help houses; illegd construction and expansion have been
occurred over time. In addition, the citizen's attitude and traditiona way of living
a0 creste abombing of management. Further more, the houses have been owned
by different sectors, but managed by different organizations under the state. The
overlgps of management responsibilities among these organizations have existed for
along timethat led to loose management and difficult anticipation of management
policies for housing development in the city, epecidly in the new urban aress. The
fact isthet, there till existed management gpproaches, which are distinguished from
each other under these managed authorities. The clearer responghilities of these
organizations, which have been assigned by centra government for management,
have to be worked out.

On the other hand, there existed the secondary market due to the huge housing
demanded and "right to transfer the house" which is prescribed by theregulaion and
law. However, because of big difference between market and normative price of
rental housing stock owned by the state creates ahugeillegd of transfer of housing
ownership. The state has been long time played akey roleto provide rental house
which has been consdered as a public house (gov. aslow rental price mainly
provides houses) Although the state has been subsidized abig investment for
housing devel opment covering the losses due to the extremely low rent (1% of
monthly salary of about 25VND) (0.2USD/m?in 1993), it is still not enough to
cover the expenditure of maintenance and development. This common problem of
amost Communist governments crestes corruption within local governments
employees and relies passively on government subsidiesthat leed toimpeding
development of housing sectors.

Actors

TheHanoi People's Committee

Based on the sdlling scheme, which is gpproved by centrd government, this
organisation promulgates ahousing sales procedure. It definesthe task and
responsibilities of al concerned authorities for the sdlling process.

The Land and Housing Department

This department is mainly responsible for co-ordination among dl the concerning
departments to redlise the housing sdles, and classifies housing categories and sorts
out if these could or could not be sold. It responsible for frequently reporting the
problems during the implementation process and gives up intermediate proposd for
improving process that help Hanoi People’ s Committee assgn concrete guidancein
lving.

The City Housing Sales Committee

This authority who will take the decision on housing record of households. Itis
comprised of al representative of al concerning authoritiesin the process such as:
the Land and Housing Department, the Statistic Department, the Chief Architect’s
Office, the Hanoi Construction Department, the Financial Department, the National
Treasury, the taxation Department and other Socia Organization which are related
to sling process. The more waiting time required f or approval of sdling
documentation aswell asimproving policies made by the Land and Housing
department. It also faces the difficulties of making agreementsfor policy guidelines
and obtaining gpprovals from including members. Thisis aresult of adifferent point
of view caused by the different background and lack of experiences with the new
principle of market orientation.

Housing Trade Companies

These companies are respongible for public announcement for companies, wards,
digtricts about the list of houses dlowed to sdll and housing sales schedule. They
aso announce directly the regulations, palicies, and the profile of housing price per
s meter to households. They establish the house' s sdlling — buying recordsfor Land
and Housing Department, Chief Architect”s Office and Statistic Department. They
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are dso respongble for setting up the housing sd€' s price of individua household
and passdl document of housing sale to Estimating Expert’s Group.

The Estimating Expert Group

Thisauthority isrepresentative of the City Housing Sale's commiittee, searchesthe
setting price and then transfers to the representative of City Housing Sde's
Committee for gpprova and give back to Housing Traded Companies.

The Estimate Expert's Group comprised working steff of al concerned
authorities. It ismainly responsible for estimating four parameters: housing grade;
remaining quaity of house; land price and land area when atransfer of the right of
land use and a housing adjusted coefficient for using the house - which is
determined mainly for apartment houses and multi-family houses. This Group has
very strong links with the Housing Trade Companies for setting the selling price of
the house, which is based on these parameters. It is said that, only four parameters
are estimated when the house is bought from the household sde.

The Chief Architect’s Office

Thisofficeisresponsiblefor planning which is submitted to Hanoi People's
Committee for gpproval and publicised the approved planning of which area could
be or could not be sold. It isresponsiblefor official answering the required
documents of Housing Traded Companies.

Land and Housing Management Division

This division which belonged to Housing Management Company is mainly
responsiblefor direct dealing with households in the salling process. This authority
faces with both complains from the households aswell asfrom loca authorities. On
the one hand, they face difficulties to answer to any concrete questions about the
sdling process dueto the lack of pow er and the right to take decison aswell asthe
lack of guiddines for implementation which usudly cometoo late and are
insufficient. On the other hand, the misunderstanding and non-cooperation between
the Divison and the local authorities has been occurred during the sdlling process

In addition, dispirited attitude of the working staff has been recognized by either
authorities themsalves or households due to the difficulties of housing sales and the
burden of bureaucratic circumstance and insufficient policies and payments from
government.

The Selling Process
The household, asthe demand sidein the housing privatization process, is one of the
most important actors whose interests need to be considered.

Beside bureaucratic problems and poor managemert, the point of view of
governments as the supply side isimportant. There existed problems of sdlling price
aswell as responsibility for maintenance. These problems have influenced strongly
the decison making of households. One of the most important factors hindering is
maintenance responsibility, which is mainly aburden on the potential owner,
epecidly for the one whom live in the gpartment house.

Thefact isthat the sdlling price was set on ideological ground at alevel which
seemed to reflect the proper price for sdlling based on the politica belief and market
orientation. But unfortunately, this still dowsthe selling process dueto the
complicated method and necessary additional work aswell as creating corruption
during the calculation of sdlling price, especialy the land price.

The main problem of sdlling price has been defined as problem of setting theland
price during the process. Theland price, in redlity, has given headaches for either
governments or buyers. It is recognized that setting land price process has not been
considered equitably. There have been existed the huge gain of some occupiersin
the single houses as well aslosses of the others thorough the gap of different land
vaue. Because, in the secondary market, the land price is about three or four time
in the center isfivetime or more- higher than normative price per square meter o
that the occupier of asingle house will gain much profit compared to onewho live
in an apartment houses. Asaresult, dmost dl housing sold, were single houses.
Financial Possihility of Sdling Housng
Thesdling price evenisvery low comparing to market price, it is il existed the
gap to affordable price, egpecidly for the low income and merit groups. There 62%
occupier wanted to bean owner said that selling priceis set too high for the
gpartment due to the low condition and qudity of building and indoor-infrastructure
system. It isonly 16% of occupiers, who wanted to remain as arenter, said the
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sling priceistoo high. Itis can easily to explain why it happens. The one who
wants to buy usualy wants lower price rather than the one who not interested in
buying.

Selling price under occupiers' perception

Priceis too high Price is proper
Potential owner 62% (120) 38% (73) 100% (193)
Renter 16% (31) 84% (162) 100% (193)

Sources: Survey data for Thanh Xuan living quarter, 1998

Further more, we also can look at the selling price from another point of view. As
the table below, 90% of occupierswho ableto buy aswell aswilling to buy, said
that the priceistoo high salling price hindering the buying of occupiers during the
sdling process.

Price perception of household’s ability and attitude

Price is too high Price is proper
Ability to purchase

*Yes, able 90% (174) 18% (35)

* Able to have a loan or mortgage 10% (19) 49% (95)

* Not able 0% (0) 33% (63)
100% (193) 100% (193)

Attitude

* Willing to buy 97% (187) 32% (62)

* Cannot afford 3% (6) 47% (91)

* Not willing to buy 0% (0) 21% (40)
100% (193) 100% (193)

Source: Survey data for Thanh Xuan living quarter, 1998

However, more or less households have recognized that even if the sdlling priceis
set too high it is till much lower than market price. Let me take on examplein the
Thanh Xuan area. The market of selling price of gpartment is of about 7,000 to
35,000 USD (for using area of about 2850 meter to 40s0.meter of anew apartment).
But the sdlling price (according to the Gov.regulation) of the same using arealis
about 500 to 1,700 USD in the Than Xuan area. Thisbig gap needsto be shown to
the people in order to mobilize the positive reaction of buying. In addition the
reduction of the sdlling price dso has to be mentioned and contributed to the success
of sdling process.

Household Income

No doubt household' sincomeis often considered as arelaive factor which
influences to decisons of households concerning saving and expenditures. The
decision of buying or not buying ahouseis not excluded in thislogica idea. In
Vietnam, there is an advantage that people, in generd, mainly save money for
housing purpose, either repairing or building ahouse. This"naturd saving” will bea
good aspect to attract people to buy the house. In Hanai, the income leve is divided
into groups asindicated in the table bel ow:

Income Distribution

Income groups Making up of all groups (%)
Poor 4.8
Below middle 24.7
Middle 46.3
Above middle 17.9
Rich 6.4
100

It reflectsthat incomeis till relatively low. It is approximately 30% people are till
below middle income. T his can be one of factor impede the willingness of
householdsto buy.

Losses of Management and Complexity of Salling Procedure: (Household's
Perception)

The households perception of privatisation policy has been very different from
person to person. About haf of households interviewed were willing to buy. The
problems of not willing to buy are caused by various reasons. The complicated
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procedure for buying has been the most important factor hindering the willingnessto
buy.

On the other hand, there has been insufficient information about privatisation
policy as well asits requirements and incentives due to insufficient mass mediaa
the locdl leve. It is necessary to mention that househol ds, which are mostly
government employees, have Hill relied on the government subsidies, which were
inherited from the socidlist regime. These dtitudes have to be diminated and
changed through the trend of market -oriented policies, especidly the trend of renta
reform to obtain a positive reaction to housing privat isation. In addition, high selling
prices dso have to be considered as a hindering factor for the household's decision.

Possibilities of Reconstruction and Maintenance

The high cost of maintenance for gpartment houses has been considered as the most
difficult factor for taking adecision of buying or not buying of sitting tenants. It has
impeded strongly the willingness of the householdsto buy. The question hereis how
governments solve this problem aswell as how to shift it to households after
privatization.

Housing maintenance has been under the responsihility of the loca Housing
Management Division. This authority has been given about 40% of the rent
collected, which has been very low and frozen for long time of period from 1970sto
1993. There has not been adirect policy for maintenance. In the case of single
houses and villas, the burden of maintenance cost will be no doubt to be transferred
directly to the owners. However, the problem of how to organize the system for
maintenance remained. In paticular, if there are both owners and tenantsin the same
building and the state is till responsible for the stair, roof, and facade of the
building, asthe case of gpartment houses.

In addition, the funds for this purpose are limited. Thus, there has been very little
maintenance of the state rental housing stock.

The authorities have not sufficiently maintained the building in the past and want
to get rid of this responsihility after the privatization process. Unfortunately, they
till cannot avoid sharing maintenance for common places and the responsibility to
remaining renters. They have to help and guide ownersto maintain the building as
well asthe way of operating it.

From the households point of view, they have maintained themselves for along
time due to the insufficient maintenance by the state. Thisisan advantage aspect to
eiminate the impeding effects of maintenance's responsibility during the
privetization process. In other words, the households themsalves have dready taken
the burden o maintenance cogt before; therefore, they will have it after being the
owner. Still, households themsdlves agreed among them to maintain their gpartment
without taking serious technical issues, which could damage the building structure.

Furthermore, the question of financial meansaso hasto berecdled. The
evidence isthat only middle and high-income groups rather than poor and low-
income groups can afford the maintenance cogt. Thisfact leads to disagreement of
occupiers for maintenance of the building. Therefore, theintermediary role should
be recognized and the way money can be collected for this purpose aso hasto be
considered.

Conclusions and Recommendation

Conclusion

During four years of implementation of housing privatization approach, the Hanoi
people's committee which has had alot of attempt to improve and make it more
trangparent process, aswell asaspecid care of central government, has not achieved
the objectives of process. There only 13% of total state housing stock were sold out
in4 years of implementation of the housing privatization schemein Hanoi. There
were gtill doubtful about the housing privatization policy in the sensethat if it is
necessary or not and under the debate of city authority. Never the less, the
privatization policy is recognized as an important way for the housing reform in the
country as awhole by the central government. The most important question now is
that how to improve and implement policies suitable for the Situation of the city.
Further more, the Scheme of privatization has been improved consecutive but there
were till beloopholesin the process, which are needed to work out. The question of
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dtering tenant's attitude should specidly pay attention. Beside, the necessary to train
working staff a each level is recognized. In addition, the burden of maintenance cost
when ownership istransferred to private owners, which hindered the households
sde, haveto be serioudy considered and paid attention to.

Recommendation

Improving the Selling Process

Reducing the requirements for documentation
The most difficulty part of apolicy for applying of buying housesis how to smplify
the documentation used under the adminigtrative system.

While trying to sdll the dtate rental housing stock as quickly as possible,
epecidly apartments, governments have been afraid that tenants can buy more than
one state house if compulsory documentation will be diminated or smplified.
Therefore, in order to achieve this purpose why not to give tenants, who are either
legal or illegdl occupiers, more opportunitiesto apply for buying asresidential
permits. The matter hereis only how to manageit properly.

Thisis possible by recognizing occupiers as those who have the right to buy their
apartment. The housing privatization process will be hasten. Through this applying,
theloca governments can manage better numbers of household, who living in their
area.and who could not to buy apartments before.

Financial possihility for improving the sdling process

Itistrueto say that financid difficulties are dways afactor impeding any kinds of
policies, projects, programs etc. Asit is mentioned before, the dow down of sdlling
process has been influenced by financid inefficiency. The evidence isthet the Sate
housing stock is assigned to city authorities. However, the money, collected from
sdling houses, has been given back to the ate budget, and granted to the city
budget later. No doubt this il exigt. In Vietnam, everything is centrally planned
despiteideologica decentraization. The city authorities have been given more tasks
and responsibilities suggested that it is necessary to have an efficiency of
digtribution, especidly for selling procedure, supported by state policy. Collected
money isheld inthe city budget rather than in the state budget for better
maintenance of the damaged housing stock and drawing up acity exiging land use
map.

On the other hand, the problem of insufficient money for administrative work a
theloca level has dso to be solved. It is suggested that, the rate of money deducted
for the administrative works and publicizing of government's policies should be
increased at the local leve.

Restructuring the salling procedure and concerned authorities

It isno doubt to realized that theseauthorities have to be recognized and improved
for better selling organization of state houses and clearer respongibilities, aswell as
avoiding overlaps among them. Hopefully that households will have more positive
perspectives due to the changing of the sdlling structure and authorities concerned.
Diagram 2 addresses theidea of achanging role of concerned authorities and selling
procedure smplification. Theideais mainly based on the efficiency of
decentraization for better management and implementation. Theimportant role of
local authorities gets more atention and they are given more powers aswell as
responsibilities for the successful implementation of selling process.

Actors

Theideaistha, the gpproval levels have to be smplified due to long waiting time of
approval, which households have to wait. There is two-time approva necessary for
the same housing sale document before submitting it to Hanoi People's commiittee
(oneisa the Land and Housing Department and the other a the Housing sde's
Committee)

Itisredlly not worth to approve two times the same documentation at those two
levels. Therefore, these tasks have to be redistributed efficiently for both authorities.
The sdlling documentation, in fact, can be decided a the Land and Housing
Department unless specia cases which those authorities not capable to take decison
such assdling villasand single houses.

The Land and Housing Department aone will take the decision of sdlling
gpartment houses, single houses with the land arealess than the standard and submit
the decision directly to Hanoi people Committee. The Housing Sale's committee will
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take adecison only in case of villas and single houses with large land area and some
others specid case and submit the decision to the Hanoi People's Committee.

Thereisno need for dl membersto participate in decison-making. The City
Housing Sd€'s committee members have to be limited by reducing unnecessary
members involved such as Labour Union, National tressury, Taxation Department
etc., unlessther roleis necessary in some specid cases. Thiswill give more
responsibilities to the main participants rather than spread it to al memberslikes
before.

The Land and Housing Department, in redity, has dready played the main role to
ded with dl housing problem, of which housing privatization isonly part. This
department has faced different troubles caused by others concerning authorities of
sdling process, those who took part in taking decision for sdlling houses. As
mentioned before, there have existed in co-operations among the authorities, which
influenced strongly the selling process and crested difficultiesfor taking decisions.

In addition, this department has taken the main role for selling process
implementation and improving policies, but they did not have enough power to take
decisons done. Therefore, the sdling process has been implemented very dowly
due to the waiting time for making the decision. On the other hand, it istrue that by
reducing the bureaucracy the processwill speed up. In other words, if the process of
housing privatization will be handled by only one authority, as the method of "one
door", the bureaucratic and complex procedure aswell asthe contradiction among
the concerned authorities will be reduced and improved. Finaly, no doubt the key
role of the Land and Housing Department has to be fully recognized.

The problem of money collection has been recognized during the selling process
implementation. To avoiding corruption during the implementation process, the
money collection has been handled by representatives of the National Treasury and
Taxation Department. But there have remained problems of paying the housing sde
of households as well as Housing Management Companies. The payment hasto be
brought physicaly by househol ds together with representative of the Housing
Management Company to the Treasury department or Taxation Department. The
paying system hasto beimproved. It is suggested that the National Treasury and
Taxation Department of t he city will send their representativesto the Land and
Housing Department for easier money collection and to reduce complex procedures
of paying and collecting money. The Land and Housing Department staff collecting
money have ideathat money collected should remain at the city level rather than go
to the state budget Transparent and clear money collection hasto beagoa for
selecting this staff.

In addition, at thelocd leve, the key role of Housing Management Companies
has a0 to be conceded. It is necessary to avoid troubles for households, which
requires Smplification of salling procedures, especidly at thelocal level wherethe
households have to go through. It is dso known that the Housing Management
Divisions together with its Housng Management Company have to wait for
decisions of the Estimate Group to estimate four parameters before calculating the
sdling price. There has been awaste of time and money for thiswork. Itis
suggested that the role of Estimate Group will be transferred to be hands of Housing
Management Companies under the condition, which are defined by city government.
In other words, it is necessary to introduce four parameters but reduce estimation of
remaining housing value by accepting the value, which is based on the age of house
rather than on variable criteriaand standards. The Housing Management Companies
will eadily evauate the houses themsalves based on these published conditions. In
additions, they also have Housing Department. They can also take decision for
simple cases to approva at the Land and Housing Department.

It isfact that the sdlling procedure are expected to be smplified for mobilizing
households willingness to buy. As suggested before the role of concerned authorities
have to be changed and improved. Loca authoritieswill mostly decide the selling
documentation, especidly for gpartment houses: housing Management Companies
and its Divisons a the loca level where there no Housng Management Company.
Documentation will be approved partly by the Land and Housing Department
(documentation for sdlling gpartment houses and single houses) and partly by the
City housing sde&'s committee (documentation for salling villas and some speciad
casss of single houses). In addition, it is necessarily to mention herethat the
crosschecking of documentation has to be emphasized in order to avoid corruption
during the implementation.
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Training Working Staff, especially at Local Level

By giving more power and responsiilitiesto loca authorities, they will require
cgpable working staff for sdlling housesin particular and deficiency of housing
management & locd level in generd. There has been lack of experiences of working
saff in dmogt al loca authorities as emphasized before. Therefore, training policy
has to be considered as an important task of the selling process improvement as well
asthelater housing management at locd level. There have been some coursesfor
loca working staff but it has not been sufficient. It is necessary to provide frequently
short courses 2-03 weeks), especidly for loca working staff. Further more, itisaso
necessarily to mention her that the courses will be financed by the city budget but
taken for a separate fund for training courses.

Diagram 2. Sdling procedure simplifi cation

Hanoi People’'s Committee <—> National Instruction of Land
and Housing Policy Board

vy 4 i

City housing Salé's Committee
+ Land & Housing Dept. Hanoi Ingruction of Land
+ Statistic Dept. @t  and Housing Policy Board
+ Chiel” Architect Office A
+ Hanoi Congruction Dept.
+ Finandial Dept.
+ National Treasury, Cityleve:
Taxation Dept. imol Apprcv\ﬁa).ln only the special case and| seaching for

o

it Ardhited Land and Housing o
Office Department . o
i (Divisonof sling
houses under regulation)
Representatives
Estimete Expert’s Group
City leve: . National Tresery
(Taking decision and approval except - Taxation Dept.
spedial cas)
Housing M anagement
Companies
(Bdlong to Land and Housing
Dept.)
Land & Housing
Management Division
Paying of Paying of Housing
;c;f;?oe sA€'sprice

> Household

Local Leve (Implementation)
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