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Australla-coutratT to the practlce lu naay ludustrlallzed eountrlee-does
aot Eake Eortgage Lntcrest peyaeuts tax deductlble for hoae ffBers, but tt doee
cxtend thls prtvllege to landlords. By heavlly llortgsglug reutal propertles, the
Australlan luvcstor cau reduce hls taxable lncooe to zero and soue evea uake
lossee whlch can be offeet agalust eamlnge froo other BoutceE. The opportuulty
to u8e the t8x EysteD la thls uay has beeu a uaJor reaaou why laudlorde have beeu
wlIllag to aceept-relatively 1or lnltlal ratca of tetura lu the early ycara on
thelr tavestuut.r

Cauada offers a t&r shelter tuduceneut to lavestElnt ln rcutal huslag tlrrough
relaxatton of the eapltal cost altorance ptovlslone of' thcr &rcoue Tax Act. The
ordaer uay deduct frou oth.r lucme the anount by uhlch crEpeases of e ucn rent8l
proJect (whlch under r..re l,lultiple Unlt Restdentlal Bul.ldlng Prograu uay laelude a
capltal coat ellowauce crrca lf tt creatcs a loss) cxceed llveDu€e Frauce hss
approached the Lseue 1n a dlff,ereut rray. Real cetate eorupaules nhlch htld
soclal houslng subJeet to rent llultatlona ere €xeEpt frm corporate laeoue
taxatlou, and the dlvldeuds they dlstrlbute are only parttally taxable.

Exerptl.on frm laud taxeo-a wldely ueed lustnrrneat ta reglonal dcvelopaeut
po1lcy-has beeu extcuded to l,uelude reatel houslng. Iu thc Federal Rcpubllc of
Geroany laod tax rellef for a pcrlod of 10 yearB ls offered to prlvate reutel
houslng ventures; cxeqtlon has also been ertendcd to land transfer dutlee
aot,uat1Dg to 77 of the prlee of the laad. France has elso provlded ercrrptton
frou 1oeal counrulty tares.

St1l1 auothcr tax coaceeslon that uaB applled by Nonray tmEll 1967 uas
GrcmptloB fron the gcncral turn-ovcr tax, nhlch et that tlne was 202. In 1968
ttre Goverraeat eubstituted a capltal Brant based on the elze of the &rcIllog.

A Connlttee appolnted by the Ftnnlsh C'overlnetrt 1a 1980 to exantae the causes
of a dlsturblog declluc ln the prlvete reatel houslag Btock (1.e. ea asausl loss
of 101000 dwelllnge or 1.82 of the total rental atock) hes an lnterestlag
recomendatlon to tncrease the supply of prlv.ate reatal houslng. It sould exenpt
the flrst $550. of annual rcntal laeooe frorn (a) tncone taxatlou, aad (b) the
deductlons uade agalnst soclal'securlty peuelons. Ttris rould lucrease the
ullllngness of the erall landlord to rent hls ptopcrty.

D. Subsldles to Renters

Sectlou III B (3) above descrlbed the nldeapread use of consuner eubsldles
to ease hardshlp oD tenants with flxed lacorncs artslng froa an lncrease of rents
on exlstlng houslug.

1 Sloou llhlteley, Prlvate Rented Houslng lu Australla, g,. -g[g., pp. 57-8.
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Chapter V

REIIIAL EOUSING PROVIDED BY NON-PROFIT EOUSING ORGAI\IIZATIONS

A. European Tradltlon and Practlee

ltere le a long Europcan tradltl.ou of what alght looeely. be called orgaalzed
self-help that ls rather dlffereat flou U.S. expellencc. IJhtle the U.S. had
an aluost lnexhaustible frontlcr to absorb the cnerglea and satlEfy the anbltlons
of cverT persotr eo aoved, Europe had no lntcroal Befety valve; tt was the U.S.
lteeIf that to a large extetrt provlded the havea for the oppreeeed, but free,
eplrlts. t{hlle the U.S. had an opca aoelety wlth a falrly reepoaslve govenuental
Btlucture, European counErtes erere coufrout:d rclth e oore closed, less reeponslve
type of eoelety rooted tn encleur tradltloas of autocratle uonarchlcal pouer and
ln varylng degrees of class atructure lnhcrlted frm a laad-orltrlng arlstocracy
aud perpetusted by the rlslng bourgeolsle.

One of the few rreys the leadershlp of the oaaeee had to deal wlth thls
altuatlou, pcudlug the day nheu Soelal Dcoocratl.c partles vere voted lBto Batlonal
offlee, rae'to create thelr ffn soureas of power by orgaalzlng. The trade uuloa
ras the slngle DoBt ltrportant lnstnrocot. The eoaeurer cooperative rras another,
ln fact the tuo often t ent together. A thlrd atructure uaa the phllanthrople
eutetArlse dcslgned to lEprove the Iot of the poor. Thcee Eot-for-?roflt
orgaalzatlous-rell estabUshed 1n the 1lfe of the people-nere, therefore, ready
to take ou a new functlon of provldlng housl.ng for workers when ln the lnten ar
and postnar perlodB thc coacept of socla1 houslug caue to fnrltlou. To the
above three types ehould be added c fourtlr-the eo-called publtc utlllty conpsny,
whieh becane popular la a nuaber of couatrles af ter llorld llar fI. The pubUc
uttllty coapany wa6 a quasl-pubIlc body--the creaEure of the state lu authorlty
and flnancLal resoutees-but ln lts hanagenent and operatton outslde the t:applngs
of governneat and lu rnany caeeB tnvolvlag a co-nel.derable degree of teaant partlclpeElou.

Froo uodest aall Etraggly beglnrdngs, today the non-proflt houslng organlzatlon
has emerged as one of the prinelpal provlders of rental houslug 1a nany.countries.

Slace 1949 ln the Federal Republtc of Gemany non-proflt houslag assoclatlons
have conetnrcted ebout oue-thlrd of oew houslng aud one-half of all reutal
dwelllngs. I{L}l houstng (}labltattous a Loyer Hodere) tu France hae constltuted
over oae-half of Eew postuar houstng. In the Netherlands, roughly one-thtrd of
aes houslug has beea constructed by ooa-ptoflt organlzatlona, and hlgh leveIs
have been reached ln Denaark end Swedeu. One of the best kaorn and largest stngle
orgaulzations ls the Sredlsh ESB (Teoantsr Savlugs anrt BuLldlag Assoclatlon)
founded tn 1923. wlth the Bupport of apeclal leglslattoa, cooperatlve houslng La
Noruay eonstltutes over onc-half of aern urbau houslug. In Ireland a 1969 Wtrlte
Paper announced e neu pollcy of developlng a strong non-proflt houslng oovenent.
In Canada 1973 auenduents to the Natloaal Houslng Act lncluded provlslons to prouote
uou-proflt houstng.
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Ttre escalatlug coet of nerl houslag 8ttrlbutable to rlsiug bulld,lng coats,
tnterest tatee rad land prlees, has created a problen wlth nhlih Eo6t BoveruDents
have been Btruggllng to cope, that.ts, the gap bctreeu the coet levels of the
older and the Eeuer bouslng etock.r The rlslag coate have resulted ln btg disparltles
between the rents of old aud ner dwelllogs, rtrlch catrnot be crplained ry dlfferences
tu uee value, etnee they provlde roughly the aaoe level of houslag Bervlces. Over
the perlod 1970-77, ln onethlrd of 16 eountrlcs (for whlch datr are available)
the aate of Lncreese tn costs of aen houslag ereeeded the rate of lucrease lu per
eaplta lneooe, and 1n all but trro couatrlcs-Japan and Swltzerland--the rate of
laerease la houslag coets excceded the rete of Lncreese la thc Coneuer Prlce Index.l-
The qucstlon nas: ehould the hlgh rents of aew houslug be brorght dorrn to the
lon lcvele of ghe old houslng? Or should tlrc reats of the o1d houerng be
brought up to the 1cvel of the ocw houslng?

In the early stagcs of deallug wlth this lssue, govcrr&eBtB were dlspoeed to
the fomea courEe of actlou. There Ea8 a fcellug that to a conelderable cxtent
theee coet lncreeaes otght be teapoEar7 8Dd that over the loug-trEa the 1eve1
vould be Etablllzed uore oearly ln lloe rlth the coet structure of exlstlng
houelng. It was also the drcapeet altematl.ve. To brrlag thc aeutB of a suall
perceut of thc prlvate reatal houalng Btock dorm to those of the bulk of the
Btock was nrch Eore Eanageable flaaaclally than to atteqt to ralse the rcnts of
the nhole stock up to those of the aoat recent addltloas.

But lu the llght of pcrslstcBE lufl^atlon la houslag coata, Bov€muents
gravltated to the concept of raislng the rcuts of thc old houstag and loerlng
thc reatc of the new sl1ghtly eo as to reach soGE hsppry uedlus. 0a the one hand
thle uas proaoted by the reeogultloa that er e rcsult of laeteaecd ecoaoaic afflucnee
rrage earncts uere abla to pay hlgheE tGtrts. And oa thc other hand 1t prorlded
grcater incone to the Landlorde shteh eould be urcd for bctter n'lnt.naace aud
repalr and provl{e o Jalr returr on capltal. By adopttug thls pollcy a snaller (?)
conauu€r type of eubsldy for epeclal hardship eaees could ba substttuted for the
orlglnal Eore geDeral productlon aubsldy for thc hdldlag.

Thc rent haruoul.zatlon prograne on whtch Erny govern@nts eabarted tn the
late 1960s end early 1970e, however, dld not resolve thc qtrestloa, alnce houslug
coBts were tucreasl.ng at a Eore rapld rate than reat adJusttreats. The lesue renatns.

It uay well be that there is a 6t111 greater loag-tera problen of the lncone of
tenteas laggtug behlnd general reat Ievels gcared to rapldly rtslug costs of new
houslug. If so, aubsldles to ease the cxceeelve cost burdcu orr rentere Eay become
more and Eore a geuerallzed need rather than a epectallzed aeed for hardshlp types of
Q88€S.

1 A. AndrzeJewskl and H. LuJanen, Hajor Trends ln llouslng Pollcy tn EC? Countrlee
(Geucva, Urdted Natlona Ecoaoul,e Co@rlsa-1on for Europe, 1980) , p. 22.

2 E. Jay Eotrenstlne, Eoustng CostB 1n the Unlted States and Other Industrlallzed
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In the celebreted 1975 Bouslng Pact aaong the laJor polltlcal partles ln
Ileuurk, non-proflt houslug eoerged aa oBe of the aaJor uatlo"ar obJeetivee. A
speelal concept of the houslng aseoclatlon Eaa developed ln lhe Uutted Klngdou
durlag the 1970s whlch prorvldes a fom of teaure nldray betseeu the county couac{,l
houee of 1ocal suthorr.tles aud prlvate reutal houelrg. Noa-proflt sponeored
houslug hae beeu the ruoet luportant fora of publlcly assleted houslng ln Austrla,
whlch adopted a epeclal Act on the eubJeet La 1979.

Trade uuloa houelag efforts have beea partieullgrly outstaudlag lu the Federal
Republle of Geruauy aud Sweden. Neue Eeluat, organlzed by the Gerrua butldlng
trade unloas, onued over 4-001000 dwelllng u4lts ta 1977, whlle Sveruka Rlksbyggen,
founded by the Suedlsh bul1d1og trade unlous, has aecounted for one-tenth of uen
houslag durtug rEBuy poBtrEE lGaEBo

The reaaluder of the chapter reviews the prlaclpal uays that governaeBts
have proooted nou-proflt houslag.

B. Technl.ques for PtouotlaB Non-Proflt EoustaE

1 a Loan Support

Illthout state Buppott, lt sould havc bceo dlff:l,cult for noanroflt orgardzatloue
to reach a hlgh level of houslng ectlvlty. Coaaequeutly, uost govermeats have
been sollcltous to$ard thelr capltal necde.

Deuoarh, Frmce, Spaln aad Swtczerland have ertcaded loene covertng 957 of
eoBt, rlch Ehe French credlt belug aval1ab1e for a perlod of 34 JCBrs. Belglur:r
and Canada have glvea 1002 loane for noanroflt houslng proJects. Austrla loana
up Eo 9OZ of, capltal cos!. Loans for lead acqulsltlou ln the Netherlande are for
a perlod of 75 yearB, whlle butldlng loaae are for 50 ycare.

In Sneden aad the Federal Republlc of Geraany, utrere the resourees of the
eapltal narket are eouslderable, the publlc loan has been uatnly tu the forrn of a
rhlrd Eortgage, ln Sneden 302 and La Gerrnany up to 402. In Deauark uhere the
resources of the caplta1 oarket are lese extenslve, the pub11e loan 1n the forn
of eecoad aad thlrd Eortgages has ueually repreeeuted 502 of capltal cost.

2. Loan Guarantees

Soue goverDDente have provlded loan guarantees la addltlon to or in 1leu of
dltect loan support. In the Netherlands, mrnlelpall.tles offer guarantees to
aortgage lnstltutlons of up to 902, wlth the ccntral governuent belng responslble
for half the loss lu case of foreclosutEo fhe Srlss Federal Goverument not
ouly arranges for Dortgage credlt up to 902 of cost for e Don-?roflt houslng
organtzatton shlch cannot flad loaa capltal la lts orrr reglon, but lt also
guarantees the loan.

(

a

a

I

a

a

o

O

o

o

o



o

o

o

o

o

o

o

-Sl-

Dcuoark provldes a epcclal klod of guatautee to Don-proflt orgaulzatloae
strich proteite theu fro short-teru lastabll1ty lu tatereet letcs. Ia thc
tradltloual systeu, Eortgage crcdlt lEstltutce lesue louyterru bonde shleh are
sold ou bchalf of che uo-proflt orgauizatloa 1o the prlvate capttal narket ln
coqetttlon ntth cot?orate aud goverment boad lesuee. If the roarket rate of
lDcerest tlece sbove aornal (1.e., 67), the goveramot protects the aoa-proflt
orgaulzatlon lu carrylng out lts bulldlng protrro by covcrlag that portlou of
luterest costs excecdlng 62. the guaratrtce ByEteD te aalmalued for four years,
nhen lt le phased out lE accordance wlth prlec aad nage adJustoentq.

3. Capltal.Grants

Couslderlug tlrc special coutrlbutloa shlch the uoblllzatlon of the energtes
aad resourcee of non-proflt orgaulzatlona eaa oake tu lncreaslng the supply of
reutal houslag, oany goveruneatE have opted for the eluplest foru of subsldy: the
capltal graDt. Thls type of eubsldy hae the advantage of kceplng the eapltal
coet of actl houslug EorG nearly at the level of the exlatlag houslug etock, aud
It avolds the coutlaulug btrrdeu on the flnsnclal budgct that 18 lnvolved ln
latereet and operatl,ng cubsldles.

Tbe Daulgh Governoent cxteadB a Dou-repayable capltal trart to uou-proflt
organlzatloue anouotlag to 232 of cost. Ia Fraacc 2OZ of the govbrnrcat loaa
anouuthg to 952 of cost ls Erl.tten off as a capltal grant. The Canadlen ByBteE
provldee a eapltal Braut Gqu8l to 102 of cost, plus a BEart-tp grsut of S10r000
for aponsor group6.

The Netherlaads lowere laltlal eapltal coets by tuo epeelal aubsldy aystetrs.
A locatlou subsidy enables sponaoro to nrltc off a portlou of hlgh land costs,
whleh sould othenrlse inflate rent levcle. Secoud, eubsldlea are avallable to
adapt dwelllngs to the needs of handleapped persons.

4. Interest Subsldles

Probebly the nost usual forn of flnanclal asststance has beeu productlon
subsldlee ln the foru of bclow.aarket rete6 of lnterest. Iu aoae countrles,
loaus carry a zero rate of lstereet. For cxaaple, 1a De-r'rt* oue of the planks 1n
the 1975 Bouslng Paet wae the provlslon of lnterest-free loaus on 232 of the
capltal cost, the prlnclpa1 of the loan to be repatd when the houslng development
rss 'econoaleally oo 1te feet--or wlthln a oaxlanro of 50 yeara. On the othet
731 of. the cost, the govemueut loaa carrled a 6Z laterest rate for c perlod of 5
years, after whlch tt ras adJusted to the golng uarket rete. The luterest rate
ln Flnland has varied frou zero to 32.
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Ttre Belgalu Natlonal Eouslug Iustltute hae charged I-L127 oa tls loans.
Caaada, France and the Nctherlands have erteuded loeas Elth vatTlag degreee of
lntereet eubeldy.

ttre Sredlsh foru of lsterest Bubsldy 1s rather uulqrrc. The Govermeut
guerauEeed a startlug lutereat rate of 3.92 ou lte loans to Bon?rofl.t organlzatlons,
whlch was raleed each yeat by a predeterulned auouot, i.€.; by 0.152 cach year
for the flret five years aud 0.22 thereafter. The goveraucnt thea covcred the
dlfferesce between the guarauteed rate aDd the aarket rate uatal snrch tlne as the
tuo rates coluelded, whlch wes cBtlEated to be ?jl !€ars.

5. OperatlnB Subs1dles

Subsldtes tovard operatlBg coatB have a epeclal appeal to Eany tovemnents.
They perfon! a functlon ou the ptoductloa slde aualogous to that uhlch houslug
allouances perfom on the consuner elde. By coveriDg past of the annual operattng
coats (tneludlng perhaps charges oa caplEal), they uake lt posslble to charge
lower rentB. Ttrea ae reEtB rlae, parl !8, wl.th lacreasea lu coneuner tncmes,
the subeldles can be tapered off uacereaoalously. 

/

Ttre lntroductl,on of operatlng coe t srbsldlcs la the Federal Republlc of
Geroauy caue aB s part of the general pollcy to restrlct the publlc ehare of
houslng fluance fuoo_ 447 la the early 1950s to around 6Z 1a L972. Ttrie foril of
subsldy ras substltuted for aubsl,dlee ou dlract 1oan8.

Ireland aud tbe tretherlaads have offcred opcratlug eubstdles for a flxed
laltlal perlod aa aD lacentlve for non-proflt orgaulzatlons. Iu lrclaad, the
govermeat subsldy covered one-thlrd of thc annual loan ehargea fot the flret 7
to 10 years. The Duteh eubeldy was for a perlod of 10 yeaas to hclp cover lnterest
ehargesr capltal rePayEentE; rrq!8g.oeut end rn-lutenaace costs. It waS redueed
each year as compulBory reut lncreases ralaed the operatLag lneooe of the nou-
proftt organl.zatloo. The Netherlands alEo has three other types of speclal
opeEatlng subsldles. 0Re, calIed the -good and lne:pcuslve' subsldy, ls an extre
snaual grart toward operatl.Dg eosts when outstaudlng deslgn has added greatly to
the quallty of the houslng. Another ls patd lu cases rhere erperlaental deslgn
has lnvolved htgher capttal outlays. A thlrd provldes aa annuel eubsldy of FL.400
(approxluately S110) to dnelllngs tuteaded to acco*iodstc thc elderly.

If, la Dennark, a Don-proflt orgaulzatloa has acute dlfflculty ln flndlag
tenantE for sew housl.ug (because of hlgh rent 1eve1s), then a epeelal eubstdy ls
aade avallable to help covet operetlug costsr

In Switzerland, the operatlng subsldy takes two dlfferent forus. ftre ftrst
provldes constaDt DoD-repayable subsldles over a perlod of 10 yearB, whlch enables
the sponaor to lower reutB by approxlnately 7Z for low-lncone groups. The eeeond,
applylug to the elderly, the handlcapped, people 1n need of care and people
undergotuB vocatloaal tralnlng, provides consteot, non-repayable subsldles for a
naxl.murn of 25 years, whlch perrlts a reductlon ln rent cquivalent to approxlmately
17z.
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5. fex Concesslons

Although detalled lnfomatlon 1s aot avatlable, tt appearE th8t 1n aost
eountrles aounroflt orgaulzatloDE are tarexeEpt eEtet?rlses.

7. Renter Subsldles

On the rhoIe, EGDtcrs of non-proflt houslng partleipate cqually-n1t*r-et$es--.--
aeutelB lu houstng allorance Bystens, aB descrtbed ln Sectloa III B (3). --:
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Chapter VI

IS TIIERE A CRISIS?

I

In the Uolged States there 1s 1lve1y debate eB to whether there 1s a
erlels 1a the prlvate reuta! houstng darket. Itre Uslted Statge General
Accountlug Offiee eays I-ES.I Ttre foUyaua lastttute aays N0.2 lra Lowry
craulues Ehe cvldeuce aud coacludee that U.S. 'reutal houslng t'.tteta are
approachlug erlels eondltions. -3

a

a

a

- I3r

1 U.S. General Accountlug Offlce, Rental 1 Froblen t
Imedlate Attcntlon (Wss hlugtou, D. rP.

Itre GAO concludes:

afi.llIons of AoerlcaDs canDot afforil hone oanershlp ard eanaot
flnd affordable reatal houslng. T"'nediate aatlouel attentlou LB
necessatT lf an adequate 8upply of affordable reutal houelng
le to be avaLlable. ltre Departnent of Eouslng aud Urbaa Developncnt
ls thc prlactpal Federal Agency respoosl,ble for prwldlag aselstance
for reatal houslng. fhe Congress aud thc Adulalstratlon should take
Bteps to ultlgate thls natlorFrrlde crlsls. -

Sce also Urlel llaatrel.u, Reutal Eouslug la the 1999e (Hashlngtou, D.C. I llatlmal
Aseocl,atlou of Bme Butldere, 1979), pp. 1-13.

2 The Pollyana Inetlture, Rental Eouslug: Tuo Decadcs of Progress (Inashiogton,
D.c.1 1980) . Clted 1u Ira S. Lorry, "Rental llouslng lu the 1970e: Searehlng
for the Crlsle-, paper prepared for the HIID Confereuce, -fhe Reuta1 Bouslng Crlsls:
Iaplleatlons for Po11ey and Research-, Novenber 14, 1980, to be publtshed by
the Urban Instltutel p. 3.

Ttre Iustltute concludee:

'The past tuo decades have Been steady tuprovetrest 1n the
houslng clrcunstances of renters, eepeelally thoge rltth
low lncoaes. Reuts lD constant dollars heve dropped, pgg
caplta houslug cousuuptlon by renters has lncreased, and the
lncldeace of both overcrowdlag and naJor houslng defects has
dtulalshed eharply. Mllllone of slngle adults, forraerly
conetralned to llve wlth relatlves, have been able to afford
separate hoaes-etther llvlng alone or wtth frlends. Itre
eupply of sub,urbau rental dwelllngs has lncreasedr uldenlng
the locatlonal optlons of thoee uho prefer reDtr.ng to ormlng.
And for renters uho prefer owalng, the opportunltles have
eeldou beeu better.-
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Iftrat ls the posltloa lu other ludustrlallzed couutrlee? A crlsls 1s
deflned e6 -8n uustablc or crnclal tlEe or state of affalrs'. There ere at
least three uaJor crltcrla for deteralulug uhettrer the ludustrlallzed world
generally le corfroated wlch a crlsls !n the prtvate reatal houslug 'lqrket. Is
thc quautlty of the private rental houslng Btock adequatc to Dcet the ocrket
deaand (and/or ueed) for thls kind of houslag? Doee Lte qiralfty oeet Einlnro
houslug BtsudatdB? Cau houEeholds efford the reuts of prlvate reatal houelag?

o A. The Quantltatlve Crlter 1on

It ls eefe to Bay thrt, probably ln 1939 aad certalaly 1o 1945, tbc U.S.
dld oot eoafront the aagaltude of gcneral houslng aeed that faced uoet of the
other lnduetrlallzed uatloas. After llorld lfar II, Eany countr:les feced an
unprecedeuted houstng erlsls. Ttrree decadee of luteuslve aatlonal cffort rere
reqrdred'to oveacoue the coutluulug natloual problea ta aa eleacatal qulutltetlve
8C!3€.

o

Ae already obeerved, the attack on the crlels Hes three pronged: publtcly
onaed reatal houslug; nou-proflt organizatlon reutal houslugi and hoae mnershlp.
Desplte Erneroua cmplalnts, the prlvate tcEta1 houstag sector was to a large
exteEt a passlve factor la the ovcrall uetloual houslug Btretes/ of ooet
gover@eats. The cestral ovcrrldlug eoctal, econonlc and pollttcal consldcratlon
eae that the oass of roorkere could Eot afford rcnta frccly deterulned la the
opeo oarket, partleubrly of aew rlEtal houelag. !a fact la uost eountrtes,
the prlvate rcatal houslag aector coatl'Bucd to ehtl.ak.

o By the rald 1970s, EoBt govenrueEta could erd dld say that, grosBo g1!g,
the natlonal quantttatlyc houslug becklog had beea ellulasted. But rcanrhLle
thrce dccades of htgh ratea of natlonal ecoamlc gtorrth had hought 8f fluence
to an lncreastngly larger nuruber of norkers, aud Eatee of houeehold foruallon
had conslderably tncreased the quautltatlve houslug needs of the populattoa.
For the flrsr tlae ilrrge nuobers of pereoa had acqutred aa lncoue pocltlon that
Gntlt,led then to erprees thelr preferencas for houslag lu a way that they had
Dever been able to before. Coneequently, 1t LB uot et all ccrtalu that tn the
ner sl.tuatlon the shrluklng supply of prlvate Eentel houslng-taklag lnto
approprlate account the eupply of olher foros of reutal houslug:-ls ln fact
aufflcleut to neet the raarket denaud for thls type of houstug.

o Ttre ansner to thls questloD would requlre, flret of all, an aualysls of
vacency ratlo data (whlch ln BoEe couutrles do exlst, but are not avallable for
the present report). With loues ratea of uoblllty generally ln the l{est European
labor uarket, a vacaocy rate of around 3Z appears to be the noraal cqulIlbrlua
rate as coapared, 6ay, to 5Z ln the U.S. Bu? for s proper aasescncnt, vacancy
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ratee rrould be ueeded for the prlvate houalng Bector as well aB the houslug
Btock ae a rhole. AE the II.K. Dcpattreat of Eavlronoelt polats out,

'The oarket for prlvate rented acco.n odatlon has for uaay yeare been
a eellerrg -arket both aattoually and locally., 1o shich deuasd at
the golug reuta cxceeds the supply. The baelc reaeona have been the
shortfall of avellable fue.lEags relatlve to houeeholde, aad the
coaceltEatlon of uuctr of the effcct of that ehortfall lato the prlvate
rented Bector... The coa.alqueuce 1s that the effect of any ghortfall 1u
the supply of houetug whleh ls uot absorbed by faolllcs llvtag as
coocealed houeeholds appears J+ t$e prtvate rented Bector. A uargln of
houeeholda over avallable ftrelllngs that Ls soal1 nheu e:pressed as a
proportl,on of the natlonel houslag etoek ls very uuch larger aa 8
proporElou of the etoek 1n the prlvate reuted Bector, and larger stll1
ln relatlou to the taccesslblet prtvate Eeated Bector.'r

Inforaatloa would aleo be necded oD the aharlng of &relIlngs by tudepeudent
houscholds and by persoae llvlug rB part of aoaeone eleers houeehold before a
fira concluslon could be reached on rhether the prlvate reutal houslng stoek
uas guaatltatlvaly sdequate. But adequate for what? -for effectlve deaand la
the aarket? or for baslc shelter needs of the people? European goverments
have a hlghly developed cousclousness of ttrc eoclal eenrlce ueeds of the pcople
1u respect to shclter.

The weak quantltBtlve data base does not pronlde a flru basls for draulug
conclualoas. Nevertheleas, Judgtug ou the basle of deecrlptlonE of houelng
rnarkets, Eo6t ludustrlallzed couutrlee appeaa to have a conslderabl"e, lf not
Bevere, quautltattve deflcleuey of prlvate rcntal houslag.

B. Ttre Qualltatlve Crlterlon

Eow adequate ts the stock of prlvate reutal houslng when ueaEured by
qtafuuun houslug standards? A11 the avallable cvldeoce BuggGEtB thet nuch of
the prlvate rental houslng sector of the lodustrlallzed wotld ls 1n serlous-
perhaps Ln oany netropolltan areas Ln erltlcal--eed of rehebllltatlou and
uodenlzatloa, partieularly ln the laner clty. Tble ls a produet of oany factors.

1 Departuent.of the Envlronment, Eousins Polley : techaleal Volurne. Q. Clt. r
p. 82.
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Ttre flrst coaalderatloa ls age. Earloe fouad that ln four European
eouatrtes, Dennark, Frsace, Federal Republlc of Geruany and the Netherlaads,
the propoltlon of the prtvate reutal hogslag Etock thst Bas bul1t before l{orld
I{ar II wee trlee as hlgh as la the U.S.r Althotrgh the European houstng stock
(whlch teud6 to be predornlaaatly Daaour:f aE eoqared to the D.S. etock whlch teads
to be ualoly uood) 1a of a Eore &rrable character, thls doce uot lcseen Ehe loner
quallty that tcuds to be geoerally aeaoclated slth apace, layout aad elze of
older dwclllng uultB.

Second, laadequate houeeholtl equlpocat, sueh as leek of plped eater,
1avatot7, aud ba.th or ehorer, teude to eccoqany older duelllng ualts. For
eraaple, accordlag to the 1960 ceneuses, Suedeu, Srltzerland aod thc Ualted
tr(lngdoa serc thc oaly couutlles la uhleh oore then 502 of the duelIlags had a
bathrooa wlth a flxed bqth or ehowcr; lu France the rate wae 282 ead 1u the
Netherlaud,s 267 (1955).2 Tea years latcr the sltuatloa tlas urch luproved as a
reeult of uoderalzettoE progreos (Table 4). But there rrcre stlll only elx
countrt.ea 1n nhlch ovet 752 of the due1l1ngs rere cqulpped rlth lsvoratorlee.
Further substantlal progrcss w111 crft8l'u.Iy bc recorded tu the 1980 Cengue.
But the fact reualue thst there la a conslderable portlm of the honslug Btock
Ch8t 8t111 lacks eooc of thc baslc household leenltlca. l{oreover, thle physleally
dcflclent houslng teuds to be eoaceatrated lu the prlvate rcntal houslng BGCtor.
Ia Japau, 282 of thc rental houslag stock nas aubstautard lu 1978 coupared to
ouly 6Z of ouuer-ocorpled houslug.5

Thlrd, the perelBtencc of reut controle and regulatloas after llorld llar II
bga bccu a uaJor deterreut to prlvate landlords aalatalulng thclr dtreI1lng
unlte 1n a good stete of repalr. Fourth, the outulgratlon of lndustrlcc and
Jobs froo central urban areao has lcd to an overall cavlromeatal deterloretlon
ia a nunber of Eutopcan clt1es.

In short, the coubluatlon of forces lnpluglug on the prlvate rental houslng
aecto! hae, frou a qualltatlvc poltrt of view, produced 8 crttlcal eltuatlon.
Harloe surnnarlzes as follons: 'The profllc of the prlvate aeutal Bector whleh
coergea ls one characterlzed by econonle seakaces. Most of the stock la old and

1 Ul.h"el Barloe, 'Decllue aud FaIl of Prlvate Rcutlug-, . Clt. r p. 32;
see aleo Uulted Natloru Ecoumlc Coml.eslou for Europe, The sl ono and Per tlves for Lon Housl. rerD€nt6 ln tlles
Geaeva, rP.

HaJor ?readg ln Eouslng Pollcy ln ECE

o

o

2 A. AadrzeJewekl ald H. LuJanen,
Countrles. .98 49., p. 15.

3 Bouatsg Bureau, UluJ,stry of Constructlon, Japau, Eouslng ln Jaoan (Tokyo, 1980),
po 11.
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Table 4. Perceutage of Ilwelltngs Equipped wlth Baelc Faclllttes ln
European Couutrles, 197f1971

PerceataEe of dwelllugs esulpped wlth:

P1 rratcr Lamtory
Flxed bath
or ehoerer

a

a

.* rD a

AuEtrle
Belglun -Bulgarlat
Czechosl.ovakla
Dcnoark

Ftulatd
Fraucec
Geroan Deaoerattrc Republte
Ger_oany, Federal Republlc
ofb

Grcece

EungatT
Irelaud
Italy
Nethcrlsnds
Nonray

Polande
Portugal
Spalu
Sweden
Swttzerland

Unlted Klngdon
Yugoslavla

84.2
88.0
66.1
75.3
98.7

72.0
90.8
82.1

99.2
54.9

36.1
79.2
tt'1
97.5

55.1
47.8
70.9
97.1+

98.34
33.6

50.
?8.
49.
90.

52.9
47.9
34.0
58.6
76.5

39.od
50.2
38.7

81.8
35.6

31.7
55.4
64.5
81.4
66.1

*.2
32.6
46.4
79.3
80.9

90
24

69.8
4
0
0
3

4
8
9

0,

a
61
51
40

a

a

c.i'1

E4.
41.

27.2
69.2
79.0
80.8
59.0

40.7
33.7
70.9

.90.1
) 93.3

86.3
26.2

o

a

o

o

o

o

7
6

a

a

a 1961. b 1972. c 1968. d Excludlng Baunas. e 1974. f 1975.

Source: A. AadrzeJewskl and M. LuJauen, Major Trende ln Eouslng Polley ln
ECE Countrles (Geueva, Uulted Natlone Econoalc Cornmlsslon for Europe,
lOg'OlFefmr /29, 9. L6. Draua frou Unltcd Natlons Eeonoatc coutisslon
for Europe , A Statlstlcal Survey of the Boqs_!1g t!!gg!!oql! the ECE

Countrleg Around 1970 (Neu York , 1978) , Ell lR.7E.rl.E.5.
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deterloratlug, urch of 1t 18 owned by laadlords wlth llnlted'r."oor".", and te-
houslng lon lacooe tcarffiB.... fhe prlvate rental Eector hes beeme lucreaslugly
restrlcted go those rho caano! afford ghe cost of decent houslug rlthout heavy
eubaldles. -1

C. Ttre Affordabllltv CrLtcrloa

Evea lf housing 1n a country or regloa le adcquate oE both quaatltat&e
and qualltatlve graouods, s crlsla sltuatloa aty 8t111 be eald to cxlst lf
exceeglvely large urnbers of houecholds cauuot afford the costs of shelter by
paylng I reasonrble perceutage of thelr lucme. A forthcouiug report under
the U.S.-Canadlaa B11atcral Progran ehows that lu Cancda aud the U.S. 242 and
282, rcapectlvely, of oetropolltau houecholds rrere apcudlag over 252 of thelr
lacme for shelter ts L974.t There le ao receut couprehensive aaalysls of
cstrparatlve shelter coat-to-iueme a8tlos sDong Europeaa countrles, but froo
avallable evldeuce 1t 18 clear that large BegoeBt,s 9f the uorklag populatlou
are foreed to cartT exceeelve houslug cost burtl.rrs.3 It ehould te-pltrted out,
hotrever, that auoug Europeau couotrlcs a fatr ratlo of laconc for houslug costs
teade to be aore lu thc rauge of 15 to 2OZ rsthcr than 25Z as La North Aaerlca.
Even so, Eost governneuts have provlded oore geaerallzed aud aoae geDeroug
consuacr houelag subsldtes than hee the U.S.

Oae syuptoo of thc affordabtllty ptobleo sae the cuddcn appearaucc 1o a
nrober of countrlee, lucludlng DeroarL, Flaace, Federal Republlc of Geruany,
Netherlaada, Swedeu and Swltzerland, lu the early 1970s of a conslderable nurnber
of uaoceupled uer dwelllng uulte that eould not bc eold or teDted rrtEhlu a
reaso,oable perlod of tlue. For cxaaple, lu thc Federal Rcpubllc of Geroany
there uere over 3001000 ucw dselllng rmtts uaoceupled tu 1973 aad 1974.4

1 Harloc, jp- -*., p. 321

2 Paul Burke, Q6nn{6 Caeey, Gerd Doepner wlth aeglstaace of Jay Honeaettne,
Phlllp Brown aud Patrtcla Stre{eh, Houe Afford 1n
Need aud t d States: rePort eve
AE core need approach 6 that the shelterto-lacooe ratlo
approach coaslderably overstates the amouat of oeed becausc lt falls to take
account of certaLa types of undercousuoptlou aad overconsur[ptloa of houslng
services. Ttre uore t:rle EeaBute, 1.e., the 'core need- approaeh, ehols 172 and
222 of households la houslag need lu Canada and the Ualtcd Scates, respectlvely.

3 Cf. E. Jay Eoreastiae, Forelgn EoustnB Subeldy Svsteua, .gg. g!11., Chap. VllI.

4 AndrzeJewekl aad LuJanen, -S.. g!g. , g. 22.
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