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ABSTRACT

The concept and legal status of the outsourcee in housing association project

Kim, Jong-Bo*

The outsourcee in a housing association project is an entity that assists the housing association, which serves as the project entity in such
projects, by performing delegated tasks on its behalf. Housing association projects constitute a significant portion of residential construction,
but legal disputes frequently arise due to the ambiguous legal relationships between the outsourcee, the association, and the contractor.

During the 1970s, South Korea faced severe housing shortages due to rapid industrialization and urbanization. To address this issue, the
Housing Act was enacted to facilitate large-scale apartment construction. The Housing Act was amended in 1977 to introduce a registered
project operator system, requiring those engaged in apartment construction to register and obtain project approval. Initially, registered
project operators and constructors played distinct roles. However, the 1987 amendment allowed registered project operators to acquire
construction capabilities, leading to an overlap between project implementation and construction. Following the enactment of the Housing
Act of 2003, housing associations became independent project entities, legally separating them from constructors. Accordingly, in housing
association projects, registered project operators increasingly engage in project outsourcing contracts with housing associations as a
strategic measure to circumvent civil liabilities. As a result, it became a standardized practice for housing associations to be designated as the
sole legal project entity.

However, while the housing association is the formal project entity, the outsourcee functions as a de facto project operator. Since the
housing association is formally recognized as the project entity, all legal relationships established by the outsourcee are attributed to the
housing association, while the outsourcee merely claims compensation for its delegated services. If the project succeeds, a significant portion
of the development profits accrues to the outsourcee. Conversely, if a project fails, the housing association, as the formal project entity,
ultimately bears the financial burden, which is transferred to its members. The outsourcee takes the lead in housing association projects from
the initial stages by securing land ownership, recruiting association members, and selecting contractors, thereby effectively driving the
project forward. The 2016 amendment to the Housing Act introduced new regulations on the delegation of housing association projects,
explicitly defining the scope of tasks such as member recruitment, land acquisition, and application for housing association establishment
authorization. However, this legal institutionalization not only reinforced the position of the outsourcee but also further weakened the
decision-making authority of the housing association.

Before the enactment of the Act on the Improvement of Urban Areas and Residential Environments, reconstruction associations were a type
of housing association under the Housing Act, with many provisions commonly applied to both entities. Due to this historical connection,
comparing reconstruction and housing associations provides a useful framework for understanding housing association projects. The core
elements of housing association projects are the recruitment of association members and the acquisition of land for development, both of
which are crucial determinants of project success. Additionally, unlike reconstruction projects, housing association projects do not include
separate management and disposal processes after project plan approval; instead, the allocation and distribution of housing units are
finalized at the recruitment stage. Owing to these structural differences, housing association projects generally grant association members
weaker positions than reconstruction projects, and the role of the project entity remains ambiguous.

Keywords: Housing association project, Housing association, Project outsourcee, Construction contractor, Project construction and
implementation

* Professor, Seoul National University School of Law
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