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Dating back to 1938, Canada has used an interesting device-~=the limited
dividend corporation—to promote the construction of private rental housing. Up
to the late 1960s the Central Mortgage and Housing Corporation provided a mortgage
covering 952 of cost for a 50 year period at market rates of interest. As interest
rates rose, it became more and more difficult to produce competitive rentals for
low- and moderate—income families.

-

In addition to the limited dividend corporation program, in 1975 the Canadian
Government adopted a new Assisted Rental Program (ARP) program which contained two
options. It will either guarantee the mortgage with a private bank at market
rates of interest for a minimum pericd of 5 years. Or it will provide the
mortgage directly at a low interest rate for up to a maximum of 35 years, with
the provisicn for possible read justment of interest rates every 5 years. In -
either case, the Corporation also extends an interest-free second mortgage up to
a maximum of $1,200 per dwelling unit, the principal cf which is decreased one—tenth
annually. In 1979 the interest-free second mortgage was changed to a "payment
reduction loan”, i.e., a second mortgage not exceeding for the first year an
amount equal to $2.25 per month for each $1,000 of the first mortgage.

C. Tax Concessions

. Tax concessions have been widely used-—and very effectively——by foreign
governments to stimulate home ownership,l but they have been less frequently used
to promote private rental housing.

Accelerated depreciation allowances for investment in private rental housing
are used in at least two countries. In the Federal Republic of Germany owner-
occupiers who build two dwelling units, one for their own occupancy and one for
rental (a rather common European pattern), can deduct 52 of the cost for eight
years and 2.5% thereafter. Landlords may also deduct debt charges, maintenance
and other expenses from income taxes up to the imputed rent of the propertyz. Japan
provides accelerated rates of depreciation to improve the attractiveness of
investment in private rental housing.

1 Cf. E. Jay Howenstine, "Innovations in European Home Ownership Policy”,
Construction Review, April 1975, pp. 4-10.

2 Michael Harloe, Private Rented Housing in West Germany (University of Essex,
Colchester, United Kingdom, 1979, unpublished manuscript), p. 50.
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Australia——contrary to the practice in many industrialized countries—-does
not make mortgage interest payments tax deductible for home owners, but it does
extend this privilege to landlords. By heavily mortgaging rental properties, the
Australian investor can reduce his taxable income to zero and some even make
losses which can be offset against earnings from other sources. The opportunity
to use the tax system in this way has been & major reason why landlords have been
willing to accept relatively low initial rates of return in the early yearl on
their investment. ———

Canada offers a tax shelter inducement to investment in rental husing through
relaxation of the capital cost allowance provisions of the Income Tax Act. The
owner may deduct from other income the amount by which expenses of a new rental
project (which under *ae Multiple Unit Residential Building Program may include a
capital cost allowance even if it creates a loss) exceed revenue. France has
approached the issue in a different way. Real estate companies which build
social housing subject to rent limitations are exempt from corporate income
taxation, and the dividends they distribute are only partially taxable.

Exemption from land taxes-—a widely used instrument in regional development
policy—-has been extended to include rental housing. In the Federal Republic of
Germany land tax relief for a period of 10 years is offered to private rental
housing ventures; exemption has also been extended to land transfer duties
amounting to 7% of the price of the land. France has also provided exemption

~ from local community taxes.

Still another tax concession that was applied by Norway until 1967 was
exemption from the general turn—over tax, which at that time was 20Z. In 1968
the Govermment substituted a capital grant based on the size of the dwelling.

A Committee appointed by the Finnish Government in 1980 to examine the causes
of a disturbing decline in the private rental housing stock (i.e. an ammual loss
of 10,000 dwellings or 1.8Z of the total rental stock) has an interesting
recommendation to increase the supply of private rental housing. It would exempt
the first $650. of annual rental income from (a) income taxation, and (b) the
deductions made against social security pensions. This would increase the
willingness of the small landlord to rent his property.

D. Subsidies to Renters

Section III B (3) above described the widespread use of consumer subsidies
to ease hardship on tenants with fixed {ncomes arising from an increase of rents
on existing housing.

1 simon Whiteley, Private Rented Housing in Australia, op. cit., pp. 57-8.
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Chapter V

RENTAL HOUSING PROVIDED BY NON-PROFIT HOUSING ORGANIZATIONS

A. European Tradition and Practice

There is a8 long European tradition of what might loosely be called organized
self-help that is rather different from U.S. experience. While the U.S. had
an almost inexhaustible frontier to absorb the energies and satisfy the ambitions
of every person so moved, Europe had no intermal safety valve; it was the U.S.
itself that to a large extent provided the haven for the oppressed, but free,
spirits. While the U.S. had an open society with a fairly responsive governmental
structure, European countries were confront=d with a more closed, less responsive
type of society rooted in ancient traditions of autocratic monarchical power and
in varying degrees of class structure inherited from a land-owning aristocracy
and perpetuated by the rising bourgeoisie.

One of the few ways the leadership of the masses had to deal with this
situation, pending the day when Social Democratic parties were voted into national
office, was to create their own sources of power by organizing. The trade union
was the single most important instrument. The consumer cooperative was another,

- in fact the two often went together. A third structure was the philanthropic
enterprise designed to improve the lot of the poor. These not-for-profit
organizations——well established in the life of the people—were, therefore, ready

to take on a new function of providing housing for workers when in the interwar

and postwar periods the concept of social housing came to fruition. To the

above three types should be added a fourth—-—the so—called public utility company,

which became popular in a number of countries after World War II. The public

utility company was a quasi-public body-—the creature of the state in authority

and financial resources—-but in its management and operation outside the trappings

of government and in many cases involving a considerable degree of tenant participation.

From modest and straggly beginnings, today the non-profit housing organization
has emerged as one of the principal providers of rental housing in many countries.

Since 1949 in the Federal Republic of Germany non—profit housing associations
have constructed about one-third of new housing and one~half of all remtal
dwellings. HLM housing (Habitations a Loyer Modere) in France has constituted
over one~half of new postwar housing. In the Netherlands, roughly one-third of
new housing has been constructed by non-profit organizations, and high levels
have been reached in Denmark and Sweden. One of the best known and largest single
organizations is the Swedish HSB (Tenants' Savings and Building Association)
founded in 1923. With the support of special legislation, cooperative housing in
Norway constitutes over one-half of new urban housing. In Ireland a 1969 White
Paper announced a new policy of developing a strong non-profit housing movement.
In Canada 1973 amendments to the National Housing Act included provisions to promote

non-profit housing.
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The escalating cost of new housing attributable to rising building costs,
interest rates and land prices, has created a problem with which most governments
have been struggling to cope, that is, the gap between the cost levels of the
older and the newer housing stock.l The rising costs have resulted in big disparities
between the rents of old and new dwellings, which cannot be explained by differences
in use value, since they provide roughly the same level of housing services. Over
the period 1970-77, in one-third of 16 countries (for which data are available)
the rate of increase in costs of new housing exceeded the rate of increase in per
capita income, and in all but two countries——Japan and Switzerland--the rate of _
increase in housing costs exceeded the rate of increase in the Consumer Price Index.2
The question was: should the high rents of new housing be brought down to the
low levels of the old housing? Or should the remts of the old housing be
brought up to the level of the new housing?

In the early stages of dealing with this issue, governments were disposed to
the former course of action. There was a feeling that to a considerable extent
these cost increases might be temporary and that over the long-term the level
would be stablilized more nearly in line with the cost structure of existing
housing. It was also the cheapest alternative. To bring the rents of a small
percent of the private rental housing stock down to those of the bulk of the
stock was much more manageable financially than to attempt to railse the rents of
the whole stock up to those of the most recent additionms.

But in the light of persistent inflation in housing costs, governments
gravitated to the concept of raising the rents of the old housing and lowering
the rents of the new slightly so as to reach some happy medium. On the one hand
this was promoted by the recognition that as a result of increased economic affluence
wage earners were able to pay higher rents. And on the other hand it provided
greater income to the landlords which ecould be used for better maintenance and
repair and provide @ fair return on capital. By adopting this policy a smaller (?)
consumer type of subsidy for special hardship cases could be substituted for the
original more general production subsidy for the building.

The rent harmonization programs on which many governments embarked in the
late 1960s and early 1970s, however, did not resolve the question, since housing
costs were increasing at a more rapid rate than rent ad justments. The issue remains.

It may well be that there is a still greater long-~term problem of the income of
renters lagging behind general rent levels geared to rapidly rising costs of new
housing. If so, subsidies to ease the excessive cost burden on renters may become
more and more a generalized need rather than a specialized need for hardship types of
cases.

1 a. Andrzejewski and M. Lujanen, Major Trends in Housing Policy in ECE Countries
(Geneva, United Nations Economic Commission for Europe, 1980), p. 22.

2 k. Jay Howenstine, Housing Costs in the United States and Other Industrialized
Countries, 1970-77, op. cit., pp. 14-7.
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In the celebrated 1975 Housing Pact among the major political parties in
Denmark, non—profit housing emerged as one of the major national objectives. A
special concept of the housing association was developed in the United Kingdom
during the 1970s which provides a form of tenure midway between the county council
house of local authorities and private rental housing. Non-profit sponsored
housing has been the most important form of publicly assisted housing in Austria,
which adopted a special Act on the subject in 1879.

Trade union housing efforts have been particularly outstanding in the Federal
Republic of Germany and Sweden. Neue Heimat, organized by the German building
trade unions, owned over 400,000 dwelling units in 1977, while Svenska Riksbyggen,
founded by the Swedish building trade unions, has accounted for one~tenth of new
housing during many postwar years.

The remainder of the chapter reviews the principal ways that governments
have promoted non=-profit housing.

B. Techniques for Promoting Non—Profit Housing

1. Loan Support

Without state support, it would have been difficult for non-profit organizations
to reach a high level of housing activity. Consequently, most govermments have
been solicitous toward their capital needs.

Denmark, France, Spain and Switzerland have extended loans covering 95% of
cost, with the French credit being available for a period of 34 vears. Belgium
and Canada have given 100X loans for non-profit housing projects. Austrias loans
up to 90% of capital cost. Loans for land acquisition in the Netherlands are for
a period of 75 years, while building loans are for 50 years.

In Sweden and the Federal Republic of Germany, where the resources of the
capital market are considerable, the public loan has been mainly in the form of a
third mortgage, in Sweden 30Z and in Germany up to 40Z. In Denmark where the
resources of the capital market are less extensive, the public loan in the form
of second and third mortgages has usually represented 60X of capital cost.

2. Loan Guarantees

Some governments have provided loan guarantees in addition to or in lieu of
direct loan support. In the Netherlands, municipalities offer guarantees to
mortgage institutions of up to 90%, with the central government being responsible
for half the loss in case of foreclosure. The Swiss Federal Government not
only arranges for mortgage credit up to 90% of cost for a non-profit housing
organization which cannot find loan capital in its own region, but it also
guarantees the loan.
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Denmark provides a special kind of guarantee to non-profit organizations
which protects them from short=term instability in interest rates. In the
traditional system, mortgage credit institutes issue long-term bonds which are
sold on behalf of the non-profit orgamization in the private capital market in
competition with corporate and government bond issues. If the market rate of
interest rises above normal (i{.e., 61), the government protects the non—profit
organization in carrying out its building program by covering that portion of
interest costs exceeding 6. The guarantee system is maintained for four years,
when it is phased out in accordance with price and wage adjustments.

3. Capital Grants

Considering the special contribution which the mobilization of the energies
and resources of non-profit organizations can make in increasing the supply of
rental housing, many governments have opted for the simplest form of subsidy: the
capital grant. This type of subsidy has the advantage of keeping the capital
cost of new housing more nearly at the level of the existing housing stock, and
it avoids the continuing burden on the financial budget that is involved in
interest and operating subsidies.

The Danish Government extends a non-repayable capital grant to non-profit
organizations amounting to 23% of cost. In France 20 of the government loan.
amounting to 952 of cost is written off as a capital grant. The Canadian system
provides a capital grant equal to 10% of cost, plus a start-up grant of $10,000
for sponsor groups.

The Netherlands lowers initial capital costs by two special subsidy systems.
A location subsidy enables sponsors to write off a portion of high land costs,
which would otherwise inflate rent levels. Second, subsidies are available to

adapt dwellings to the needs. of handicapped persons.

4. Interest Subsidies

Probably the most usual form of financial assistance has been production
subsidies in the form of below-market rates of interest. In some countries,
loans carry a zero rate of interest. For example, in Demmark one of the planks in
the 1975 Housing Pact was the provision of interest-free loans on 23% of the
capital cost, the prinecipal of the loan to be repaid when the housing development
was “"economically on its feet"or within a maximum of 50 years. On the other
732 of the cost, the government loan carried a 6% interest rate for a period of 5
years, after which it was adjusted to the going market rate. The interest rate
in Finland has varied from zero to 3Z.
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The Belgain National Housing Institute has charged 1-1/2% on its loans.
Canada, France and the Netherlands have extended loans with varying degrees of
interest subsidy.

The Swedish form of interest subsidy 1s rather unique. The Govermment
guaranteed a starting interest rate of 3.92 on its loans to non—profit organizatioms,
which was raised each year by a predetermined amount, i.e., dby 0.152 each year
for the first five years and 0.2X thereafter. The government then covered the
difference between the guaranteed rate and the market rate until such time as the
two rates coincided, which was estimated to be 23 years.

5. 0Operating Subsidies

Subsidies toward operating costs have a special appeal to many govermments.
They perform a function on the production side analogous to that which housing
allowances perform on the consumer side. By covering part of the annual operating
costs (including perhaps charges on capital), they make it possible to charge
lower rents. Then as rents rise, pari passu, with increases in consumer incomes,
the subsidies can be tapered off unceremoniously.

/

The introduction of operating cost subsidies in the Federal Republic of
Germany came as a part of the general policy to restrict the public share of
housing finance from 44X in the early 1950s to around 6% in 1972, This form of
subsidy was substituted for subsidies on direct loans.

Ireland and the Netherlands have offered operating subsidies for a fixed -
initial period as an incentive for non-profit organizations. 1In Ireland, the
govermment subsidy covered one-third of the annual loan charges for the first 7
to 10 years. The Dutch subsidy was for a period of 10 years to help cover interest
charges, capital repayments, management and maintenance costs. It was reduced
each year as compulscory rent increases raised the operating income of the non-
profit organization. The Netherlands also has three other types of special
operating subsidies. One, called the “good and inexpensive™ subsidy, is an extra
annual grant toward operating costs when outstanding design has added greatly to
the quality of the housing. Another is paid in cases where experimental design
has involved higher capital outlays. A third provides an annual subsidy of FL.400
(approximately $110) to dwellings intended to accommodate the elderly.

1f, in Denmark, a non-profit organization has acute difficulty in finding
tenants for new housing (because of high rent levels), then a special subsidy is
made available to help cover operating costs.

In Switzerland, the operating subsidy takes two different forms. The first
provides constant non-repayable subsidies over a period of 10 years, which enables
the sponsor to lower rents by approximately 72 for low-income groups. The second,
applying to the elderly, the handicapped, people in need of care and people
undergoing vocational training, provides constant, non-repayable subsidies for a
maximum of 25 years, which permits a reduction in rent equivalent to approximately
17%.



6. Tax Concessions

Although detailed information is not available, it appears that in most
countries non-profit organizations are tax—-exempt enterprises.

7. Renter Subsidies

On the whole, renters of non-profit housing participate equally with-ether. _.__
renters in housing allowance systems, as described in Section III B (3).
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Chapter VI

IS THERE A CRISIS?

In the United States there is lively debate as to whether there is a
erisis in the private rental housing market. The United States General
Accounting Office says YES.1 The Pollyana Inst{itute says N0.2 1Ira Lowry
examines the evidence and concludes that U.S. “rental housing markets are
approaching crisis conditions."3

1 y.S. General Accounting Office, Rental Housing: A National Problem That Needs
Immediate Attention (Washington, D.C., 1979), p. 1.

The GAO concludes:

"Millions of Americans cannot afford home ownership and cannot

find affordable rental housing. Immediate national attention is
necessary if an adequate supply of affordable rental housing

is to be available. The Department of Housing and Urban Development
is the principal Federal Agency responsible for providing assistance
for rental housing. The Congress and the Administration should take
steps to mitigate this nation~wide crisis.”

See also Uriel Manheim, Rental Housing in the 1980s (Washington, D.C., National
Association of Home Builders, 1979), pp. 1-13.

2 The Pollyana Institute, Rental Housing: Two Decades of Progress (Washington,
D.C., 1980). Cited in Ira S. Lowry, "Rental Housing in the 1970s: Searching

for the Crisis”, paper prepared for the HUD Conference, “"The Rental Housing Crisis:
Implications for Policy and Research™, November 14, 1980, to be published by

the Urban Institute, p. 3.

The Institute concludes:

“The past two decades have seen steady improvement in the
housing circumstances of renters, especially those with

low incomes. Rents in constant dollars have dropped, per
capita housing consumption by renters has increased, and the
incidence of both overcrowding and major housing defects has
diminished sharply. Millions of single adults, formerly
constrained to live with relatives, have been able to afford
separate homes=-either living alone or with friends. The
supply of suburban rental dwellings has increased, widening
the locational options of those who prefer renting to owning.
And for renters who prefer owning, the opportunities have
seldom been better.”

3 1Ira S. Lowry, "Rental Housing in the 1970s: Searching for the Crisis”,
Ibido, Pe 18.
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What is the position in other industrialized countries? A crisis is
defined as "an unstable or crucial time or state of affairs”. There are at
least three major criteria for determining whether the industrialized world
generally is confronted with a crisis in the private rental housing market. Is
the quantity of the private rental housing stock adequate to meet the market
demand (and/or need) for this kind of housing? Does its quality meet minimum
housing standards? Can households afford the rents of private remntal housing?

A. The Quantitative Criteriomn

It is safe to say that, probably in 1939 and certainly in 1945, the U.S.
did not confront the magnitude of general housing need that faced most of the
other industrialized natiomns. After World War II, many countries faced an
unprecedented housing crisis. Three decades of intensive national effort were
required to overcome the continuing national problem in an elemental quantitative
sense.

As already observed, the attack on the crisis was three pronged: publicly
owned rental housing; non-profit organization rental housing; and home ownership.
Despite numerous complaints, the private rental housing sector was to a large
extent a passive factor in the overall national housing strategy of most
govermments. The central overriding social, economic and political consideration
was that the mass of workers could not afford rents freely determined in the
open market, particularly of new rental housing. In fact in most countries,
the private rental housing sector continued to shrink. ‘

By the mid 1970s, most governments could and did say that, grosso modo,
the national quantitative housing backlog had been eliminated. But meanwhile
three decades of high rates of national economic growth had brought af fluence
to an increasingly larger number of workers, and rates of household formation
had considerably increased the quantitative housing needs of the population.
For the first time large numbers of person had acquired an income position that
entitled them to express their preferences for housing in a way that they had
never been able to before. Consequently, it is not at all certain that in the
new situation the shrinking supply of private rental housing—=-taking into
appropriate account the supply of other forms of rental housing=-is in fact
sufficient to meet the market demand for this type of housing.

The answer to this question would require, first of all, an analysis of
vacancy ratio data (which in some countries do exist, but are not available for
the present report). With lower rates of mobility generally in the West European
labor market, a vacancy rate of around 3% appears to be the normal equilibrium
rate as compared, say, to 5% in the U.S. But for a proper assessment, vacancy
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rates would be needed for the private housing sector as well as the housing
stock as a whole. As the U.K. Department of Environment points out,

“The market for private rented accommodation has for many years been

a seller's market both nationally and locally, in which demand at

the going rents exceeds the supply. The basic reasons have been the
shortfall of available dwellings relative to households, and the
concentration of much of the effect of that shortfall into the private
rented sector... The consequence is that the effect of any shortfall in
the supply of housing which is not absorbed by families living as
concealed households appears in she private rented sector. A margin of
households over available dwellings that is small when expressed as a
proportion of the national housing stock is very much larger as a
proportion of the stock in the private rented sector, and larger still
in relation to the 'accessible' private rented sector.”

Information would also be needed on the sharing of dwellings by independent
households and by persons living as part of someone else's household before a
firm conclusion could be reached on whether the private remtal housing stock
was quantitatively adequate. But adequate for what? ——for effective demand in
the market? or for basic shelter needs of the people? Eurcpean govermments
have a highly developed consciousness of the social service needs of the people
in respect to shelter.

The weak quantitative data base does not provide a firm basis for drawing
conclusions. Nevertheless, judging on the basis of descriptions of housing
markets, most industrialized countries appear to have a considetable, if not
severe, quantitative deficiency of private rental housing.

Be. The Qualitative Criterion

How adequate is the stock of private rental housing when measured by
minimum housing standards? All the available evidence suggests that much of
the private rental housing sector of the industrialized world is in serious—
perhaps in many metropolitan areas in critical——meed of rehabilitation and
modernization, particularly in the inner city. This is a product of many factors.

1 Department of the Environment, Housing Policy: Technical Volume, op. cit.,
P 820

‘e
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The first congideration is age. Harloe found that in four European

" countries, Denmark, France, Federal Republic of Germany and the Netherlands,

the proportion of the private rental housing stock that was built before World
War 1I was twice as high as in the U.S.l Although the European housing stock
(which tends to be predominantly masonry as compared to the U.S. stock which tends
to be mainly wood) is of a more durable character, this does not lessen the lower
quality that tends to be generally associated with space, layout and size of

older dwelling units.

Second, inadequate household equipment, such as lack of piped water,
lavatory, and bath or shower, tends to accompany older dwelling units. For
example, according to the 1960 censuses, Sweden, Switzerland and the United
Kingdom were the only countries in which more than 50% of the dwellings had a
bathroom with a fixed bath or shower; in France the rate was 282 and in the
Netherlands 26% (1955).2 Ten years later the situation was much improved as a
result of modernization programs (Table 4). But there were still only six
countries in which over 752 of the dwellings were equipped with lavoratories.
Further substantial progress will certainly be recorded in the 1980 Census.

But the fact remains that there is a considerable portion of the housing stock
that still lacks some of the basic household amenities. Moreover, this physically
deficient housing tends to be concentrated in the private rental housing sector.
In Japan, 28Z of the rental housing stock was substantard in 1978 compared to

only 62 of owner-occupied housing.

Third, the persistence of rent controls and regulations after World War II
has been a major deterrent to private landlords maintaining their dwelling
units in a good state of repair. Fourth, the outmigration of industries and
jobs from central urban areas has led to an overall environmental deterioration
in a number of European cities.

In short, the combination of forces impinging on the private rental housing
sector has, from a qualitative point of view, produced a critical situation.
Harloe summarizes as follows: "The profile of the private rental sector which
emerges 1s one characterized by economic weakness. Most of the stock is old and

1 Michael Harloe, "Decline and Fall of Private Renting”, op. cit., p. 32;
see also United Nations Economic Commission for Europe, The Housing Situation
and Perspectives for Long-Term Housing Requirements in European Countries
(Geneva, 1968), p. 54.

2 a. Andrzejewski and M. Lujanen, Major Trends in Housing Policy in ECE
Countries, op. cit., p. 1l5.

3 Housing Bureau, Ministry of Construction, Japan, Housing in Japan (Tokyo, 1980),
p. 11.
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Table 4, Percentage of Dwellings Equipped with Basic Facilities in
European Countries, 1970-1971

Percentage of dwellings equipped with:

Fixed bath
Piped water Lavatory or shower — )
Austria 84.2 69.8 52.9
Belgium _ 88.0 50.4 47.8
Bulgariaf : 66.1 28.0 34.0
Czechoslovakia 75.3 - 49,0 58.6
Denmark 98.7 90.3 76.5
Finland 72.0 61.4 39.0d
France®© 90.8 51.8 50.2
German Democratic Republic 82.1 40.9 38.7
Germany, Federal Republic
ofb 99.2 84.0 81.8

Greece 64.9 41.2 35.6
Hungary 36.1 27.2 31.7
Ireland 78.2 69.2 55.4
Italy B6.1 79.0 64.5
Netherlands - 80.8 8l.4
Norway 97.5 : 69.0 66.1
Poland® 55.1 40,7 38.2
Portugal 47.8 33.7 32.6
Spain 70.9 : 70.9 46.4
Sweden : 97.4 -90.1 78.3
Switzerland ‘ - ~93.3 80.9
United Kingdom 98,32 86.3 90.7
Yugoslavia 33.6 26.2 24,6

2 1961, b 1972, < 1968. d Excluding saunas. © 1974. £ 1975,

Source: A. Andrzejewski and M. Lujanen, Major Trends in Housing Policy in
ECE Countries (Geneva, United Nations Economic Commission for Europe,
1980), ECE/HBP/29, p. 16. Drawn from United Nations Economic Commission

for Europe, A Statistical Survey of the Housing Situation in the ECE
Countries Around 1970 (New York, 1978), E/F/R./8.11.E.5.
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deteriorating, much of it is owned by landlords with limited resources, and is’

housing low income tenantg.... The private rental sector has become increasingly
restricted to those who cannot afford the cost of decent housing without heavy

subsidies.'l .

C. The Affordability Criterion

Even if housing in a country or region is adequate on both quantitative — .

and qualitative graounds, a crisis situation may still be said to exist if
excessively large numbers of households cannot afford the costs of shelter by
paying a reasonable percentage of their income. A forthcoming report under
the U.S.-Canadian Bilateral Program shows that in Canada and the U.S. 24Z and
28%, respectively, of mgtrogolitan households were spending over 25Z of their
income for shelter in 1974, There is no recent comprehensive analysis of
comparative shelter cost-to~income ratios among European countries, but from
available evidence it is clear that large segments of the working population
are forced to carry excessive housing cost burdens.® It should be pointed out,
however, that among European countries a fair ratio of income for housing costs
tends to be more in the range of 15 to 202 rather than 25X as in North America.
Even so, most governments have provided more generalized and more generous
consumer housing subsidies than has the U.S.

One symptom of the affordability problem was the sudden appearance in a
number of countries, including Demmark, France, Federal Republic of Germany,
Netherlands, Sweden and Switzerland, in the early 1970s of a considerable number
of unoccupied new dwelling units that could not be sold or rented within a
reasonable period of time. For example, in the Federal Republic of Germany
there were over 300,000 new dwelling units unoccupied in 1973 and 1974.4

1 Harloe, op. cit., p. 32,

2 Paul Burke, Connie Casey, Gerd Doepner with assistance of Jay Howenstine,
Philip Brown and Patricia Streich, Housing Affordability Problems and Housing
Need in Canada and the United States. A Comparative Study. 1This report develops
a so-called "core need" approach which finds that the shelter-to-income ratio
approach considerably overstates the amount of need because it fails to take
account of certain types of underconsumption and overconsumption of housing
services. The more true measure, i.e., the "core need” approach, shows 17Z and
22% of households in housing need in Canada and the United States, respectively.

3 cf. E. Jay Howenstine, Foreign Housing Subsidy Systems, op. cit., Chap. VII.

4 Andrze jewski and Lujanen, op. cit., p. 22.



