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The purpose of this paper is b0 survey end analyse the main factors influencing
public policy in regard to the supply and financing of housing in the post-war period.
The cost of hounse-building

At the core of the European housing sroblem is the high real cost of house-
building. This is not a pest-wer phenomsnon. It existed in the nineteenth century
an? led to low housing stendards and the proliferation of over-crowding in the urban
sréss. Subsequently economic and technicel progress has reduced, sometimes drastically,
veal costs in most obher branches of economic activity but house-building costs have
" remsined more or less in isolation from this gemeral trend. The rejection of the
rireteenth century solubtion through the growth in public social conscience gave rige
to the present-day problems in the supply ard financing of dwellings.

The relative intractability of the real cost of house~building is due fundamentally
-to the fact that house-building has remained essentially a handicraft industry operated
by small under—capitaliied concerns during an era when handicraft methods generally
have given way to large-scale industrialized production. The nature of house~building
precludes industrialization in the form and to the extent possible in other industries-
but experience and experimentation has showa that conditions approximating to industrial
couditions can be produced in house-building with due regard to its unique nature. '
Since the war there have beea significant developments in most countries im improving

the efficiency of the building indnstry but these developments have served more to

(1) The other papers on the financing of hovsing, which will be issuéd as addenda . o
to the present documert, ave ilisted in the last paragraph of HOU#/Working Paper No.5G.
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show the possibilities than to meke substantial and general reductions in real
»
cost,‘l)

Improvement of housing standards

The problem of real cost has been increased by the steady long-term improvement
in the standard of housing required. The dwellings now being erected in Furope for
working-class use are significantly better in most respects than those erected a
-half-century ago. The long-term trend towards increasing the size of dwellings is
illustrated in Table 1 which compares the size of dwellings erected in the 'twenties
in certain countries with those erected in recent years. The long~term improvement
in the standard of dwellings allied to the relative failure of the industry and its
related professions to reduce real costs means that in most countries in Europe a
working~class dwelling now costs more in terms of ‘wages than it did at the beginning
of the century. For examplé, in Dublin just before the First World War a working-
class house cost the equivalent of 133 weeks' wages of & tradesman; in recent years
the cost was equivalent to 145 weeks' wages. Similarly, in Oslo an average working-
class dwelling cost tﬁe'equivalent in 1890 of about 1,000 days' wages and in 195/
betweetw 1,200 and 1,300 days' wages.

The progressive improvement in the standards of new workers' dwellings has been
brought about by t:e requirement of public authorities that new dwellings must conform
to minimum standards which have been steadily raised. This is one of the factors
which has caused public intervention in the financing and supply of dwellings since
the insistence on minimum standards carries the obligation to ensure that these
standardé are brought within the means of those who cannot unsided afford them. 1In
the pest-war period the minimum stendards for new dwellings, and particularly for
workers' dwellings, were improved in practically all countries as compared with pre-
war standards in spite of the greatly inflated costs. The effect of these and earlier
standards has been to require that low-income families wishing to rehouse themselves
from very poor quality dwellings must take a big step upwards to obtain the minimum
standards, or none at all, since the over-all shortage of dwellings has prevented the
#filtering-up" which would occur if families moving into new dwellings were leaving
vacant reasonable good dwellings.

(1) A preliminary study of measures to reduce building costs and of the development of
the building industry is contained in the GCost of House Construction, ECE, Genevs,
May 1953 (E/ECE/165). At present, work is in progress on a study of government
policy and the cost of house~building primarily with the object of defining the
possibilities of industrialization in house-building and of making practical
recommendations on the subject having regard to the experience gained and the
difficulties encountered in different countries.



Table 1
Changes in Size of Dwellings

Coﬁntry Year i Percentage of dwellings built consisting of:
2 or lesé 3 2 4 5 or more
. ! rooms rooms { rooms rooms
Austria 1920 to 1929 (Vienna) 69 25 6 -
1955 (all dwellings) 53 33 9 5
'’ Denmark 1920 to 1929 (211l towns) 45 3¢ 11 8
{ 1955 (all towns) 6 ; 13 39 42
| ®inland 1920 to 1928 (all towns) 59 ' 22 i 8 1
@ 1955 (all towns) 42 31 : 16 o1
;
! Ttaly 1928/1929 (Milan) 28 34 21 17
1954 (residential buildings) 20 27 30 23
Norway 1925 to 192% (26 towns) : 9 33 . B 3 27
1952 (a1l dwellings) 4 22 .45 29
Sweden 1920 to 1928 (all towns) 39 32 1 15
1954 (all dwellings) 21 36 26 17
Sources: - Pre-war years: Housing Policy in Europe, Studies and Reports, Series G, No.8, International Labour
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Office, Geneva 1930, page 53.

Post-war years:
pages 9 and 10.

European Housing Progress and Policies in 1955, ECE, Geneva, August 1956 (E/ECE/259)
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Most rehousing has taken place from unfit or overcrowded dwellings so that little
"filtering-up" has been possible. It was sometimes argued at the time that in the
post-war circumstances it would have been preferable to lower rather than to
inerease minimum standards so as to spread the available financial and material
resources more thinly, the object being to achieve a moderate improvement in housing
conditions for a large number rather than a radical improvement for a smaller number.
In the social and political climate after the war, however, the provision of what
would amount to sub~standard dwellings by the objective standards of the day was
rejected. There was in most countries dissatisfaction with the standard of working-
class dwellings erected before the war and in some countries the new standards are
not even now considered satisfactory. A few countries were compelled, owing to
economic and financial difficulties, subsequently to reduce standards fixed in the
early post-war years. On economic grounds it seems better to build new dwellings
to as high a standard as appears reasonable rather than to provide dwellings
recognized from the outset as sub-standard and which inevitably will, within a
comparatively short period, have to be improved, replaced, or deteriorate into slums.

- The implications of the insistence by public authorities on high standerds of
housing are that sufficient public financial aid is given to bring the dwellings
within the reach of the poorest families in need of rehousing and that the supply
should be in reasonable relation to the demand., It is these contingent responsibilities
which mainly create the post-war housing problems of public authorities.

The movement of building costs

The level of building costs at the end of the war in all countries was much
higher then pre-war. The extent of the increase naturally varied from country to
country since the increase in building costs reflected the degree of general inflation
in a country. Building costs, however, were increased not only by general monetary
inflation but also by structural factors; Shortages of materials and labour,
particularly skilled labour, the inevitable low productivity in an industry resuming
activity after a long lay-off in most countries, over-demand on the industry and a
decline in productivity of building workers were the main factors operating to a
greater or lesser extent in each country to push the actual costs of a post-war
dwelling higher than the increase represented by changes in prices and wages. To
these factors must be added the generally improved standards of post-war dwellings

which served to increase further the actual costs of post-war dwellings.
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In Table 2 the extent of the increase in building costs and prices is illustrated.
The indices are, except in the case of the Netherlands and Switzerland, building price
indices, i.e. they reflect the increases in the price of materials and in wage-rates
only. They do not measure increases in actual house-building costs arising from
other factors such as reduced productivity and changes in the size and quality of
dwellings. The indices for the Netherlands and Switzerland are indices of the
actual cost of a dwelling and thus they reflect changes in productivity, profits,
overheads, etc.j in the latter case, however, changes in the quality and size of
the dwelling are not reflected, whereas in the Netherlands index changes in the
quality but not in size are measured. Neither of the building cost indices can be
used to illustrate the extent to which actual post-war building costs were increased
by structural changes as distinct from changes caused by general inflation. In the
United Kingdom an analysis made in 1947 of the increase in cost of a local authority
house as compered with 1938-1939 showed that decreased productivity accounted for
about 15 per cent of the increased cost and improvements in the house for about
38 per cent.(l)
The expectation in all countries after the war was that building prices and
costs would soon fall, through a fall in the general price level and through increased
productivity. Up to the outbreak of the Korean war actual building costs declined
in most countries. The Netherlands and Switzerland indices illustrate this. This
decline, however, where it occurred, was due to inéreased productivity because during
that period building priceé continued to increase in most countries, as is illustrated
by the building prices indices in Table 2. The main factors causing this updard
movement in building prices were increases in wage-rates; the prices of materials
tended to be stable or to fallslightly. The improved productivity reflected in the .
decline of actual building costs was due to improvement in the supply of materials
and labour, increased general efficiency in the industry because of increased
experience, and some improvement in most countries in building methods and techniques.
As a result of the Korean war the prices of materials began to increase sharply
from 1950 and reached a peak in 1952. They fell again in 1953 but since then have
ténded to increase. Throughout the period from 1951, however, there has been a
steady upward trend in building wages in common with other wages. Building prices
and costs are now in all countries higher than in 1947.

(1) "The Cost of House~building", First report of the Committee of Enquiry appointed
by the Minister for Health, HMSO, London, 1948.



(Index numbers - 1938 = 100)

H0U/Working Paper No. 61
pages 7/8

Cost of living Building prices and costs Rent Hourly earnings in industry
Country .

1947 1950 1955 1947 1950, 1955 1947 1950 1955 1947 1950 1955
sustria 211 465 721 - 550 886 67 124 334 2652 422 761
Belgiun 293 539 409 350 400 485 169 222 323 5520 430 514(P)(c)
Denmark 163 176 246 185 220 282 117 128 136 183(d) 216(8) 313(d)
Finland 590 921 1,147 620 1,110 1,575 137 223 697 g15'°) 1,518(¢) 2,522(°)
France 1,5so(a) 2,020 2,665 1,550 1,820 2,730 240 476 1,204 412(f) 926(f) 1,745(f)
Ttaly 4,575 4,854 6,688 5,380 5,720 7,323 247 730 2,334 8,062(a) 8,561 11,322
Hetherlands 199 239 325 400 350 464% 100 100 146 194 8 200(8) 308'8
Norway 160 167 230 175 180 231 94 95 113 171(6)(h1 196(6)(h 290(9)(h)
Sweden 147 159 232 150 160 218 107 108 144 175¢8) 205\0) 349(0) _
Switzerland 158 159 182 195 180 199 102 107 122 191(9)(1) 205(6)(ij 234(?)(1)
United Kingdonm 170 191 277 240 270 320% 111 114 132 224(1) 258(i) 369(1)
Western Germany 160(3) 151 175 215 185 239 100 103 122 116 162 230
Notes and Sources: - Indices of cost of living

The indices for 1947 and 1950 are from the Economic Survey of Europe in 1950, ECE, Geneva, 1951, page 198.

These indices include rent.

The indices for 1955 are exclusive of rent and are taken Iren European Housing Progress and Policies in 1955, ECE, Geneva, august 1956 (E/ECE/259) page 28.

- Indices of building prices and costs

The indices for 1947 and 1950 are from thc Economic Bulletin for Europe, Vol, 4, No, 1, ECE, Geneva, April 1952, page 28.

The indices for 1955 were calculated by linking the series in European Housing Progress and Policies in 1955 (E/ECE/259) page 35 to the series in European

Housing Progress and Policies in 1953, ECE, Geneva, dAugust 1954 (E/ECE/189) page 45.

— Indices of rent

The indices for 1947 and 1950 are from the Economic Bulletin for Europe, Vol. 4, No, 1, page 28.

The indices for 1955 are from European Housing Progress and Policies in 1955 (E/ECE/259) page 28,

—~ Indices of hourly earnings in industry

Source: National statistics.,

1948,

1936 to 1938 = 100, Wage and rates,

June 1955,

Wage and rates,

1939 = 100,

Hetal indusiries, wage rates, men only, 1939 = 100,
Men only, 1938/19%9 = 100; October.

Men only,

October,

Secretariat estimate.
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If there was an expectation that building prices and costs would soon decline
after the war this was only realized for & short period. Continued inflation and
the failure of the industry to offset increasing costs in materials and wages have
resulted in a long-term increase in building costs in all countries. The heavy
pressure of demand on the industry, full employment and the large public financial
aid provided to offset high costs are factors which are not conducive to a decline
in cosfs. The dilemma in all countries has been to find a balance between urgent
social needs and the economic risks associated with large-scale publicly assisted
housing programmes. Judged by the general movement and level of building costs an
equitsble balance doss nob yet appear to have been found. In all countriés, more
or less strict control is exercised over the costs of dwellings as a condition of
public financial aid. In many countries public or semi-public bodies have engaged
in the erection of dwellings, partly in order to exercise closer supervision over
costs, for example, public undertakings in eastern European countries, local
authorities in Ireland and the United Kingdom and housing associations in the
Netherlands. In some countries close investment control has been exercised in
order to limit the demand on the industry, for example, in eastcrn Jurcpean countries,
in the United Kingdom and in Norway. It seems, however, that in general, cost
control as a condition of public financial aid and investment control serves only
to prevent extravagances and to meke marginal savings. There is in all countries
a high real level of costs which is impervious o anything less than a radiecal
change in the structure and methods of the industry. The productivity of building
labour is low in all countries, in some apparently lower than pre-war, and in an
era.of full employmen%, this can be offset only by improved metheds. Some countries
still experience shorteges of labour, particularly skillcd labour, and of building
materials, which not only limit the level of construction but inhibit cost reductions.

The problem of went policy in western Europe

The problems of rent control end the development of rent policies in western

European countries have been previously examined by the Hbusing Committee.<l)

1)

Europeen Rent Policies, ECE, Geneva, August 1953 (E/ECE/170).

European Housing Progress and Policies in 1953 ECE, Geneva, August 1954
(E/ECE/189) Chapter III.

European Housing Developments and Policies in 1954, ECE, Gereva, August 1955
(E/ECE/209) Part I.

European Housing Progress and Folicies in 1755, BCE; Geunsva, August 1956
(E/ESE/259) Chapter III.
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The object of the following discussion is to summarizc the results of the previous
analyses and to isolate the more important aspects of these problems and developments
from the point of view of the financing of housing. '

" The low renmts of existing dwellings gave rise after the war to two kinds of
problems. The first and most immediaté related to the effect of low controlled
rents on the ronts of and subsidies for new dwellingé; the second related to the
more general effects of rent control on the supply of and demand for dwellings.

The economic rents of new dwellings based as they were on the increased
building costs.were far above the controlled rents. On social and political grounds
it was clear that a reascnable relation between the old and new rents was necessary;
otherwise occupants of new dwellings would be heavily penalized particularly if
incomes generally remained related to a cost-of-living level based on low controlled
rents. Of great significance in this coanexion was the decrease brought about by
rent control in the proportion of family expenditure devoted to rent. It will be
seen from Teble 3 that in 1947 decreases to a half of the pre-war proportions were
common even in countries which avoided the inflation excesses of, for example,

France and Italy. To charge rents for now dwellings which were close to the
economic rents would, in view of the low proportions of income being devoted to old
rents, have required a radical change for occupants of new dwellings in their pattern
of expenditure, so radical as to be a severe hardship and politically impracticablé.
It would in fact have meant that working-class families generally could not have
been rehoused and the social objectives of housing policy would have been stultified.
On the other hand to bring down the rents of new dwellings to a level reasonably
related to the level of old rents would involve heavy public financial assistance in
the form of subsidies; thic would have had to be on a scale greater than before the
war not only owing to the greater number of houses required, but also the larger
subsidy required in each case.

The alternative to applying heavy subsidies was to set rents free to rise to =
level in keeping with the general post-war level of prices and costs. This would
inevitably have had an inflationary effect on incomes and there would thus have emerged
a new "norm" of rents and rent-income ratios which would bear a close relationship to
the rents and rent-income ratios required in new unsubsidized dwellings. The result

would have been a substantial reduction in the need for subsidies.
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Propertion of Family Expenditure Devoted to Rent

Pre-war 1947 195¢ 1953 1955
Country Year | Per cent .
Austria 1934 7.7 - 3.6 Vﬁ%F - 4.5(8)
Belgium 1938 | 11 5.6 | 7.0 7.8 -
Denmerk 1931 | 15,1 8.8 - 8.1 -
| France 1928 | 8.1 1.3 | 3.0 | 3.4 |37
Fed. Rep, of Germany| 1936 | 13.1 - 9.2 9,8 | 9.2
Ireland | 1938 8.3 4.8 4.6 6.1 .
Italy 1938 | 10 0.5 | 1.0-1,5| 1.8 -
Netherlands 1938 | 11.5 6.7 5.5 5,6 | 7.5(0)
Norwey 1927/28L 12.7 7.2 - 7.8 -
Sweden 1938/39] 11,2 8.4 8,1 8.2 | =~
Switzerland 1936/37 18.8 - 13,2 12,2 |13,6
United Kingdom 1938 | ‘11.3 7.6 7.0 7.4 | -

Sources;

~ The figures for pre-war years and for 1947 and 1959 are from

the Economic Bulletin for Europe, Vol., 4, No, 1, ECE, Geneva,

April 1952, page 27.

- The figures for 1953 are from European Rent Policies, ECE,

Geneva, August 1953 (E/ECE/170) page 17, except in the case of
Ireland where the figure is taken from the International Labour
Office Yearbook of Statistics 1956,

~ The figures for 1954 and 1955 are from the International Labour
0ffice Yearbook of Statistics 195€,

za) 1954/1955.
b) 1954,
(e) 1951/1952,
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The socisl and economic consequences of setting rents free, however, outweighed the
adventage of saving on subsidies. This was partly due to the desire to avoid the
inflationary effect on wages and prices of reﬁt increases at a time when every effort
was directed to stabilizing economies violently disrupted by the war. On social
grounds it was'considered thet a free market in houses was impracticable because of
the severe shortage of houses in a all countries. On social grounds, too, it was
considered in many countries that the new rent income ratios were reasonable in
themselves; the pre-war ratios in those countries were regarded in the changed
social climate after the war, as having been a hardship on lower-income families.
The general decision, therefore, was with some modification to maintain existing
rents at a2 low uneconomic level and to apply heavy subsidies to bring down the rents
of new dwellings to a level considered reasonable in the social and economic climaté
of each country.

In the United Kingdom, the Netherlands and Western Germany the rents of pre-war
dwellings were left unchanged in formulating the immediate post-war rent and subsidy
policy except that there was a 10 per cent increase in Westefn Germany in dwellings
constructed before 1924 and thet in the United Kingdom local authorities made some
increases in rents of pre-war dwellings to cover increased costs of repairs, In
Western Germany the phenomenal housing shortage appears to have been the determining
factor; in the United Kingdom dissatisfaction with the pre-war rent-income
relationship which was a hardship on lower-income families appears to have been,
together with the general housing shortage, the predominant consideration. 1In
both cases the immediate post-war subsidy policy aimed at providing new dwellings
at rents approximating to those of comparsble pre-war dwellings. In the Netherlands,
rent policy at the outset aimed at mainteining controlled rents unchanged., This was
part of a general policy of keeping down wages and production costs generally in order
+o increase exports which were the kcy to economic recovery. Subsidy policy produced
& rent level in new dwellings which was 30 per cent above pre-war rents. This gap
between old and new rents was markedly unfavourable to the occupants of new dwellings
as incomes generally were based on the rents controlled at pre-war levels. In
Norway rents were reduced to 90 per cent of the pre-war level. This was part of an

active State housing policy arising from = recognition of the pre-war lack of a
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coherent socially conscious housing policy, a lack which caused dwellings that were
too small and too expensive for most families to be erected. Loan and subsidy
arrengements were established to bring the rents of new dwellings down to the level
of the old rents. The fact, however, that the new dwellings were generally bigger
then the pre-war dwellings meant that, while rent per square metre was about the

same as for pre-war dwellings, the rent per dwelling-unit was usually greater. 1In
Denmark, Sweden and Switzerland small incresses in controlled rents were permitted

in formulating rent and subsidy policy immedistely after the wer. In those v
countries recognition was given to the position of house owners faced with increesed
costs of repairs and maintenance and the increases allowed were generally aimed at
compensating house~owners for these increased costs. In Sweden the increase allowed
was 14 per cent (7 per cent in Stockholm). The general rent policy, however, was
influenced, as in Norway, by the fact that pre-war rents were very high in relation
to income and resulted in the erection of very small dwellings. Rent and subsidy
policy, therefore, aimed at reducing the rent-income ratio but allowing rent increases
on the principle that house owners should have ressonable meintenance costs recouped.
Heavy subsidies were applied with the deliberate intention of providing new dwellings
at rents equivalent to the remts of old dwellings. In Denmark smaller rent increases
then in Sweden were allowed (5 or 6 per cent) to meet increased meintenance costs,
Subsidy policy, however, did not aim at reducing the rents of new dwellings to the
level of pre-war rents because the pre~war rent level was lower than in other
Scandinavian countries. Houses built during the war had remts some 10 to 15 per
cent above pre-war rents and in the immediate post-war period the rents of new
dwellings were some 40 per cent higher than controlled rents.

In Switzerland, the rent control legislation provided from the outset for
increases to cover increased costs, end individual irs reases were allowed on this
basis throughout the immediate post-war period, culminating in a general increase of
10 per cent in 1950 and 1951. Subsidies appear to have been designed to bring the
rents of new dwellings down to the level of controlled rents but the major subsidy,
the federal subsidy, was withdrawn in 1950.  In Belgium, a policy of increasing
controlled rents and setting dwellings free from rent control was adopted from the

outset. The general policy objective was to abclish rent control and restore a free
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merket as soon as practicable. This policy seems to have been influenced by the
high level of post-war building costs in Belgium which, as will be seen from

Table 2, had increased considerably more than in countries which found it
immediately practicable to fill the gap between 0ld and new rents by subsidles,
e.g., Norway, Sweden, United Kingdom and Western Germany. The traditional housing
policy in Belgium of rellance on private initiative was probably a factor which
tended also to lead towards setting rents free as soon as possible, Controlled
ronts were doubled by statute and, under freely negotiated agreements between
landlords and tenants, were allowed to increase to two-and-a-half times the pre-war
level; and; in exceptional cases, through judicial action, to three times the pre-
wer level, Subsidies appear to have produced new rent levels appreciably higher
than that of controlled rents but the policy has been to reduce the gap by
increasing the controlled rents rather than by reducing the new rents through
heavier subsidies. In Finland, France wud Italy extreme infiation had reduced preo-
war rents to nominal levels as compared with the sconomic rents of new dwellings
based on building costs which had increased phenomenally as compared with pre-war.
In Finland, however, the number of rented dwellings was small, rent-controlled
dwellings being about 30 per cent of the wobal housing stock as compared with 60 per
cent in Italy and 50 per cent in France. In both France and Italy rent policy from
the outset was concerned to restore rents to a more realistic level. The larger
proporiion of rent~controlled dwellings in those countries gave the problem more
urgency than in Finland and, by 1947, as will be seen from Table 2, rents had been
inereased two-and-a-half times in Italy and France whereas in Finland an increase of
37 per cent only had occurred. Phese incrcases appear to have been mainly
concerned with enabling some return for increased meintenance costs to be obtained,
Their connexion with subsidy policy was slight because the gap between old and new
rents was S0 great that subsidy policy could not hope to achicve a reasonable
rclotion between old and new rents. Tn France rent control was reformed in 1948

on the basis of permitting regular half-yearly increases in rents designed to
produce a rent-income ratio of approximately 12 per cent cf average wages within

gix years., The rents were basud on objective standards such as size and amenities.
The principle of these increazses was +o relate rents in the long run to the cost of
new construction, Subsidy policy was not as actlve an issue in France as in other
western European countrics in the immediabe post-war years, as attention was

concentrated on the repair of war-damaged dwellings. t was not until after 1949
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that the number of new dwellings reached significent proportions; subsidy policy
appears'to have been formulated independently of the level of old rents because of
the highly unrealistic level of these rents even before the war, The subsidized
rents of new dwellings, therefore, appear to have been very far above the rents of
pre~war dwellingg and to have been, in effect, unrelated to them unlike in the other
western European countries already discussed. In Italy, the highly unrealistic
level of controlled rents produced a situation somewhat similar to that in France.
An immediate move was made t0 raise controlled rents with a view to their eventual
increase to a relatively more realistic level, At the same time subsidy policy was
determined independently and produced new rents very much higher than the old.
Budgetary difficulties limited severely the amount of state financial assistance
that could be given and such assistance was strictly confined to the poorest
families, In Finland also subsidy policy does not appear to have been closely
related to rent policy. State assistancs for housing was less than in the other
Scandinavian countries, and the annual charges and down~payments required from
owner-occupiers anpreciably higher. Information is not available concerning the
immediate post-~war rent aud subsidy policy adopted in Austria, dbub rents appear to
have been reduced to well below the pre~war level whille bullding costs had
inereased, through heavy inflation, more than in most other western European
countries,

Table 2 illustrates the effect in 1947 of the rent policies described above.
The rent indices do not correspond precisely with the percentage changes already
mentioned; +the indices cover uncontrolled rents to a greater or lesser extent and
the percentage changes referred to are often average changes with considerable
variation in practice. The problem may be summarized as follows:

(1) The countries which suffered serious inflation, i.e., Finland, France and
Italy began to increase conbrolled rents in the early post-war period because of the
neminal value of the controlled rents; these rents were so unrealistic that subsidy
policy was not closely related to them;

(i1) In Norway and Austria rents were reduced below the pre-war level and, in
Norway, subsidy policy was deliberately framed to bring the rents of new dwellings
down to the level of the o0ld;

(1ii) In the United Kingdom, Westorn Germany and the Netherlands the immediate
post~war rent policy was %o hold controlled rents to the pre-war level; subsidy '

policy in the United Kingdom and Western Germany aimed at providing new dwellings
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at approximately the same rent as the old but, in the Netherlands, subsidies
produced a rent level in new dwellings some 30 per cent above the level of old
rents;

(iv) In Sweden, Demmark and Switzerland small rent increaseg were allowed;
subsidies in Sweden and Switzerland appear to have bridged the gap between new and
old rents but in Demmark rents of new post-war dwellings were fixed at some 40 per
cent above controlled rents;

(v) Belgium alone of the western European countries which escaped serious
inflation had a policy from the outset of setting rents free as soon as practicable;
subsidy policy appears to have aimed at reducing the gap between old and new rents
by inereasing the old rather than by applying particularly heavy subsidies,

In western European countries generally the immediate post-war rent policy,
where it did not provide for rent increases, was a somewhat uneasy policy if only
because of the pressure from house owners whose returns were so drastically reduced
during'a period of heavy inflation, Based as these economies were on the
principles of private enterprise the claims of house owners could not be
permanently disregarded. Rent policies, moreover, were conditional on the general
behaviour of costs and inecomes., If these remained stable or declined, less stress
would be placed on rent policies designed to keep controlled rents at a low level,
In practice, as has been shown, building costs in the long run have risen and, as
is illustrated in Table 2, incomes have risen concurrently, It seems probable that
on the whole housing subsidy policies after the war in western European countries
were framed on a basis of immediate expediency, given the need to provide houses as
quickly as possible at remnts closely related to the existing rents of old dwellings.
Subsidy systems tended therefore to be designed on the basis of existing costs and
incomes, On the other hand, Norway and Sweden made specific provision in their
subsidy systems for the eventuality of costs and incomes changing in the future.

In both countries recipients of state subsidies could be required, if the general
level of incomes inereased, 0 bear increased charges in reduction of state
subsidies already given. In the United Kingdom and in Ireland a less specifie
insurance against the need to adjust subsidies already fixed to higher income and
cost levels was embodied in the subsidy system for local authority housing. Local
euthorities were free to increase rents but in practice, even if prepared to

increase rents, they would tend to ensure that the increases did not result in a
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reduction of state subsidies already being received. Furthermore, in both these
countries local authorities were unlikely to increase rents as long as controlled
rents geneially were kept at low levels, It is apparent, therefore, that the
immediate post-war rent and subsidy policies, fixed in general as they were on the
basis of existing costs and incomes, began to be‘subject to severe stresses as a
result of the failure of costs to remain stable or to decline significantly, In
the long run bqth costs and incomes rose and the foundations of rent eand subsidy
policies as originally fixed accordingly shifted. ‘

’ Another aspect of the effect of low controlled remts on subsidy policy is that
it wea necessary not only 0 narrow by subsidy the gap between neﬁ and old rents for
the poorer families, but to do so also for the bulk of the population where possible,
Comtrolled dwellings were occupied by persons of every class, and all classes in the
commuﬁity, therefore, irrespective of their means were accustomed to a rent norm
based generally on the same low average.(l) If the demand for new dwellings which
existed among all classes was to be made effective, subsidies had to aim at
reproducing a zeneral average level of new rents corresponding to that existing in
controlled dwellings and bvearing a tolerable relationship to it. To relate
subsidies closely to financial need and ‘o concentrate them on the poorest families
would have involved so radical a change in rent-paying habits for the better-off
families as t0 have reduced their demand for new dwellings and ceused social and
political difficulties, Subsidy systems, therefore, as designed after the war,
tended to be general in application and not related to daifferences in financial
circumstances, and this tendency seems to have been related to the low level of
controlled rents. Such subsidy systems can be said to have been wasteful in some
directions and to have placed a burden on public funds which in the long run cannot
easily be carried; on the other hand they have not always perhaps adequately served
the main purpose of a housing subsidy, which is to ensure that no family is
prevented through lack of means from obtaining adequate accommodation. In a few
countries, however, the gap between old and new rents was so great and publlc
finangial resources so limited that a less general subsidy policy was followed,

Housing output in such countries tended to fall short of requirements.

(1) Inflation had reduced pre-wcr Ciffererces 40 falrly nominnl amounts.
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Apart from its repercussions on subsidy policy, the maintenance of old rents at
a level below the general level of prices and building costs created certain problems
in itself, It was evident that the maintenance of low rents would tend to create a
demand for new dwellings, as tenants would be encouraged to remain in dwellings -
larger than their neseds. 1In a free market with rents more closely related to the
size and amenities of dwellings it seemed reasonable to expect that accommodation
would tend to be better distributed, It was difficult, however, to find
quantitative evidence of the over-ali effeet of remt comtrol in misallocating
dwelling-space and of the result, from the point of view of demand for new
dwellings, of setting rents free, Rent control was not the only factor causing
misallocation of dwelling-space. Inoreased real incomes, the shortage in particular
areas of dwellings of a particular kind, e.g., small dwellings suitable for old
people or childless couples, and the desire or necessity to live in a particular
area were all faotors making for misallocation of dwelling-space, which wduld exist
even in a free rent market, The immediate posi-war demand for new dwellings was
seen in all countries to arise from population growth, internal population movements,
and from the need to replace unfit dwellings coupled with a backlog of arrears
through failure in the past to keep pace with population growth or movement,
Examples, however, were to be seen in every country of misallocation of dwelling~
space believed to be due to rent control and it was inevitable in the long run with
the removal of gross housing shortages that rent policy would be reviewed on this
score, It is probable, however, that the effect of rent control on the ‘
utilization of dwelling~space was due more to the diversity of controlled rents than
t0 the low general average of such rents, Controlled rents tended to be ab
different levels, mainly depending on the date of construction, and this in itself
prevented a uniform market in controlled dwellings which might have gone far to
offset the rigidity imposed on tenancies by the low general average of rents. The
controlled rent tended to be minimum rent and thus a tenant wishing to move from a
large to a smaller dwelling would often find that the rent in the latter was higher.

Rent control was also considered to be a hindrance to mobility of labour, as
workers would be reluctant to take a new job too far from their homes. This caused
difficulties in the Netherlands, but not in Belgium where the railway system
facilitated commuting to and from work, Here again other factors operated to
reduce mobility of workers, particularly the existence of local housing shortages.

The concentration of housing policy in'some countries on meeting the most urgent
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needs represented by overcrowding and uhfit dwellings, hindered the provision of
dwellings for workers coming into an area to work in new factories.

The problem of maintenance appears o have bulked largest in the shaping of
immediate post-war rent policies, Where rents were raised the ingreases were
generally designed to compensate landlords for higher maintenance and repair oosts,
Theso increases appear to have been given, however, on general principles since it
is difficult to show conclusively that controlled dwellings were sufféring serious
deterioration through lack of maintenance, There appesrs to be in all western
European countries a legsal obligation on landlords to maintain dwellings in a
reasonable state of repair, though this is hardly sufficient t0 ensure againgt a
gradual and persistent neglect which in the long run would seriously shorten the '
life of a dwelling} Serious immediate deterioration is more likely in the older
dwellings but even with free rents the expense of repairing many such dwellings
would present a grave problem. Maintenance was perforce neglected in most
countries during the war, and post-war deterioration of dwellings could be due to
that as much as to rent control,

The problem of preventing the deterioration of the existing housing stock led
to the granting of special subsidies in most eountries for the reconditioning of
dwellings, and the burden of such subsidies was in itself a factor tending to give
prominence to the effect of low rents on the standards of maintenance,

A further aspect of rent control which caused concern wae the effect it had of
redistributing income from landlords to tenasnts., This might in general have been
the effect of a system of taxation and subsidy designed to redistribute ingome, but
rent control was an inequitable way of doing so as it took no account of individual
circumstances, Rent control was also inequitable as between one tenant and another
as rent was diseriminated on a basis which had no relation to the individual
circumstances of tenants,

The failure of private entefprise tb continue its nineteenth century role as
the main provider of rented dwellings'for all classes necessitated publie
intervention to supply and finance rented dwellings. Rent control alone, however,
was not the sole facter causing the withdrawal of private enterprise from the field
of housing, particularly, working-class housing., The long~term rise in the real
. cost of working~class housing made it impossible for private investors to provide
dwellings within the reach of working-class incomes, If the main purpose of
housing policy was to ensure that housing was brought within the reach of all
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classes, the public supply and financing of working—class dwellings was accordingly
inevitable, Private enterprise would hope to supply rented dwellings only for the
better~off classes. 1In a free market such rented dwellings would be an economic
undertaking, but here the knowledge that rent control would be re~introduced in a
period of further heavy inflation was a deterrent. More important, however, was
probably the presence or absence of a public policy and the necessary institutions
designed to encourage and facilitate owner-occupation, In many oountries, such as
Belgium, Ireland, the Netherlands and the Scandinavian countries, subsidies
designed to encourage owner-occupation were given to classes for whom private
enterprise could have economically provided rented dwellings. While some of these
countries may have also provided subsidies for privately erected rented dwellings,
the down-payment required for owner-occupation was not sufficient to offset the
attraction of paying a rent which led to ownership instead of a rent which gave only
a tenancy. On the other hand in Switzerland, where no subsidies (other than
cantonal subsidies) are given, nearly 90 per cent of the dwellings being provided
are privately-erected rented dwellings, The type of dwelling being provided is, of
course, an important factor as owner-occupation is more feasible where one-family-
house development rather than flat development is practicable because of demand or
because of limitations of space. . In Switzerland also, rent control has been based
-on the principle that the landlord is entitled to reasonable coverage of charges.
Other factors unconnected with rent control which reduced the interest of the
private investor in the provision of rented dwellings were the decline in personal
fortunes and the desire for a greater liquidity in investments,

While, therefore, the effects of rent control on the conditions of the
dwellings subject to it and on the housing situation generally were not normally as
deleterious as advocates of free rents would have urged, these effects were
undoubtedly felt in some degree in all countries and rent policy remained a
controversial subject. The difficulties in maintaining the early post-~war policies
became more acute according as the general level of costs continued to rise in the
long run and the gap widened between old rents and new economic rents with consequent
pressure on subsidy policy, .The problem was whether to maintain the original _
relationship between 0ld and new rents by either increasing old rents or maintaining
the real_value of subsidies or whether to change the relationship, A factor of
great significance in this context was the increased real earnings by workers
throughout the post-war period as illustrated in Table 2, ' The situation,
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therefore, was that in most countries workers in general tended to be able to affard
to pay more for their dwellings than was represented by the rent levels produced
immediately after the war by rent control,

Table 2 shows that the rent poliey in force immediately after the war underwent
little change up to 1950, Rents in Austria, Finland, France and Italy where
policy from the outset aimed at raising rents from the nominal levels brought about
by heavy inflation rose appreciably between 1947 and 1950, In Belgium the effect
of the policy of increasing rents and freeing dwellings from control, is reflected
in a rise in the level of renfs to two~and-a~quarter times the pre-war level, The
index numbers of rent show little change in the other countries, except in Demmark
where a rise of 1l per cont over the pre~war level is apparemt, ' This was due not
to any change in policy but to provision in certain cases for higher increases, on
account of repair costs, then the general percentage increases allowed,

There appear to have been adjustments in subsidy policy in some countries
during that period but on the whole changes were not great because, as has been
seen, while building prices generally inecreased actual bullding costs tended to
decline or remain stable due to increased efficiency in the building industry end
an improved supply of materials and lebour. The real pressure on rent and subsidy
policies developed gith the sigﬁificant increases in building costs from 1950 due
to the Korean War,

In the Netherlands controlled rents were raised by 15 per cent in 1951 in order
to compensate landlords for the inecreased repalr costs., As this increase was
accompanied by taxation reductions in accordance with the policy of restraining wage
increases, the tenants of new dwellings who were praying rents 30 per cent higher
than pre-war had their rent burden eased samewhat, In 1954 a further inorease to
an average of 141 per cent of the pre-war level was made in comtrolled rentas,

This was the result of a further rise in incomes and building costs and a growing
gap between new and old rents, The increase on this occasion was higher in the
rural areas than in the towns as wégés and building costs had increased more in the
rural areas then in the towns, To .compensate for these rent increases, wages were
inereased by 5 per cent, pensions were increased and taxes reduced, It was
expected that these rent inereases would enable dwellings to be kept in proper
repair.> Rents were again inereased in 1955 by 5 per cent and a further increase in
1957 seems likely., The pressure of increased building costs in 1951 was also felt
as regards subsidy policy and the real value of subsidies was reduced, resulting in
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the rents of new dwellings erected after 1951 rising to 45 per cent above the pre~
war level, The rents of new dwellings erected before 1951 were 30 per cent above
the pre-war level, The real value of subsidies appears to have continued to -
decline after 1951 with increasing building costs; in 1955 it was stated that the
rents of the newest houses were about 180 rer cent of the 1940 level.(l) By
February 1957 the rents of the newest dwellings were stated to range from about
250 per cent of the 1940 level for fully assigted houses to approximately 350 per
cent for partly assisted housing,(z) depending on the kind of subsidy glven, the
region where the dwellings are built, as well as on the method of execution,
Little further change occurred in the rents of pre-war dwellings, which were stated
in February 1957 to be on the average 150 per cent of the pre-war level.(s) Due
therefore to variations in building costs and annual charges and to successive
reductions in the real value of subsidies, rent in post-war dwellings in the
Netherlands have diverse rent levels ranging from 130 per cent to 350 per cent of
the pre~war level,

In Western Germany, the rents of pre-war dwellings were held at the pre-war
level until 1955, when inecreased building costs were considered to Justify
increases ranging frcm 10 to 20 per cent. A significant factor in regard to these
inereases was that it was calculated that the average increase in monthly rent per
dwelling might be of the order of 1 per cent of the average monthly income of a
worker but that recent increases in real wages appeared to have been almost
sufficient to balance the effect of this increase in rent income relationship.(4)
To prevent hardship, however, provision was made for special rent allowances to
tenants of low income, In practice, applications for such allowances were
relatively few. The present average level of these rents is 22 per cent above the

pre-war level, Subsidy policy has varied somewhat more than rent policy. After

(L) M™Phe Housing Programme in the Netherlands", Ministry of Reconstruction and
Housing, Information Department, The Hague, September 1955,

(2) Official information supplied.
(3) Official information supplied. .
(4) W, Fey: UDie Wohnungsmiete im Rahmen des gesamten Verbrauchs", Bonn, 1954,



HOU/Working Paper No, 61
page 23

1949, the policy of bringing the rents of new dwellings to approximately the same
level as pre~war rents was modified, Increased costs caused the rents of new
dwellings to rise from 1949 even though housing standards were reduced somewhal,

In 1953, subsidy policy was designed to produce a standard rent of DM 1l.l0 per m?
per month rising in special cases to a maximum of DM 1.43. In 1954 the average
rent for new dwellings under the social housing scheme was DM 1,08; in 1955 it was
M 1,14 and in 1956 it is estimated tc have been DM 1,20 to 1,30, The Second
Housing Act of July 1954 abolished the standard remt for all dwellings to be built
after thé 31 December 1956 with public assistance and the rents of such dwellings
are allowed to cover current expenses, Several Laender have limited the maxir .o
of suoch rents to DM 1.65 and all Laender fixed the rent at IM 1,20 for lower inccme
groups.,

In the United XKingdom the rents of private pre~war dwéllings reamained
unchanged until 1954, when legislation was enected to permit eignificant increases
to cover increased costs of repairs, An increase was conditional on the dwelling
being in good repair and was subject to a maximum increase of twice the pre-war
rent, In practice, the provisions of this legisglation were availed of culy to a
limited extent. Concurrencly, local authorities were encouraged to increase the
rents of their old dwellings, Legislative proposals now before Parliament provido
for a radical revision of rent policy; About 800,000 rented dwellings will be
freed from rent combrol as will all owner-occupied dwellings. About one~-third -.
the housing stock will remain subject to rent control as compared with 70 per couw
at present, In England and Wales new rents of from twe-and-one-third tc onc-anid~
one-third times the current gross value (i.e, the estimated 1939 free market rental
value) will be permitted, depending ca repair liabilities of landlord and tenent and
subject to certain transitional limitations. In Scotland a different arrangemens
operates, by continuance and extension of the increases provided for by the 1954
Act: the maximum increase will be raised from 40 to 50 per cent of the 1984 gress
rent which includes ownerfs rates. The changes in rent policy appear to have 'ceun
influenced by concern for the upkeep of rent-controlled dwellings in the faco .7
increasing repair costs and by the desire to encourage the conversion of the larger
under-occupied dwellings intc smaller dwellings., The current legislative proposals
appear also to be closely connected with recent changes in subsidy policy. which
have the effect of concentrating subsidies on particilar needs and requiring more

realistic remt levels in local authority dwellings provided for general needs. EE¢
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has been noted above that subsidy policy immediately after the war aimed at
providing new dwellings at rents which were approximately the same as pre-war rents.
Rising building costs, however, soon reduced the real value of subsidies in spite
of higher subsidies and new rents tended to be at higher levels from year to year

" until by 1953 they were about 50 per cent above the pre-war level, TFurther
variations appear to have ocourred in new rents up to 1955 due to variations ln
building costs and interest rates. . In 1955, a major change occurred in subsidy
Policy whereby in England and Wales the state subsidy for local authority dwellings
waes substantially reduced except in spceial cases, such as the rehousing of slum
dwellers. In 1956 this reduced state subsidy for local-guthority dwellings erected
for general needs was abolished, The effect of the variations in the real value
of state subsidies throughout the post~war period can be modified by loecal
authorities who are empowered t0 pool housing subsidies and apply them over their
entire housing stock, On the whole, local authorities do not appear to have gone
far to equalize rent burdens in this way but the increasing attention being given
in govermment statements to the need for such action (and the projected increases in
private rents) should lead to greater equalization of rents on a level more in
keeping ﬁith current costs and incomes., Hardship in particular cases is avoided
by differentiating rents on an income basis. Under the pressure of rising costs
and incomes, therefore, subsidy policy aimed at a general low rent level
irrespective of individual means has given way to a more selective subsidy policy
designed to encourage slum clearance and & closer relation between rent and rent-
paying capacity.

In Norway, where as has been seen the rents of pre~war dwellings were reduced
to a level below the pre~war level; rent policy remained unchanged until 1954 when
the rents of pre-1930 dwellings were brought back to their pre-~war level, Certain
other minor inecreases were allowed related 0 increased‘repair costs, Of western
European countries for which rent indices are avallable, the index for Norway shows
the smallest increase in the post-war period, although the indices of cost-of-
living, building prices and hourly earnings have risen as much as in other countries,
The policy generally has been to hold the rents of pre-war dwellings at the pre~war
level, The effects of this policy are causing increasing concern, particularly,
the effects it 1s believed to have on the demand for new dﬁellings‘ A great many
houses designed for two flats have been transformed into one~-family dwellings
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because, 1t is believed, of the low rent level, It has proved difficult, however,
to work out a new acceptable rent policy which would take account of the political
and social considerations, the effects of rent increases on the general price level
and on'wages and on taxation policy. Subsidy policy has departed under the stress
of increasing costs and interest charges from the original post-war policy of
providing new dwellings at pre-war rents. Public loans have been maintained at an
unchanged interest rate of 2.5 per cent since 1946 in spite of a rising market
interest rate since 1950; the yield on long-term state bonds since 1955 has been
between 4 and 4.5 per cemt, The public housing loans, therefore, have been
carrying an inecreasing subsidy element, Capital subsidies have remained unchanged
in the post-wer period. Rents of new dwellings have, however, increased due to
increesed building costs and due to the increased charges for subsidiary private
loens, Rents of dwellings financed in recent years with public loans lie from 30
to 40 per cent above the rents for comparable dwellings erected just before the war,
Legislative proposals now before Parliement provide for important changes in
subsidy arrangements whereby the interest made on public housing loans will be
raised by 1 per cent. This increase will be compensated for by inereased provision
of interest~rebates to families with two or more children. It is expected that
families with three or more children will not have to pay increased rents and scme
may have their rents reduced; families with two children who have not hitherto
oﬁtained interest rebates will pay reduced rents, Households,with not more than
one child will pay inereased rents. The interest-rebates must be partly paid by '
the municipality but thelr introduction is at the option of the municipalities;

the effects of the changes would depend, therefore, on the decisions of the
municipalities, Under the proposed changes the capital subsidies will be
subject.to amortization (but not interest payments) starting ten years after the

‘ subsidy was paid. The general tendency of the changes appears to be townrds
inoreasing the charges for new dwellings while protecting families with two or more
children from immediate increases. | '

In'Sweden, where rent policy is influenced by the fact that pre~war rents were
extremely high compared to income, little change occurred in rents until 1955,
Increases were then allowed in the rents of dﬁellings built befbre 1942; +the
increases were 9 per cent in and around Stockholm and 14 per cent elsewhere, For
privatély financed dwellinzs erected after 1942, increases from 7 to 10 per cent in
the Stockholm area and from 9 to 14 per cent elsewhere were allowed, Generally the
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rents of pre-war dwellings are now about 20 to 25 per cent above the pre-war level;
in spite of a threefold increase in nominal wages since the war the rent of a modern
pre-war flat of four rooms still takes almost 20 per cent of the wages of an adult

| male worker, The foregoing rent increases were granted in accordance with the
policy of covering reasoneble costs due to increased bullding costs or interest
rates. Owing to the high level of controlled rents in relation to income, subsidy
policy has throughout the post-war period kept the gap between new and old rents
extremely low., After 1947 new rents were about 5 to 15 per cent higher than pre-
war rents; with the increase in building costs duc to the Xorean Wer subsidies

were inereased but nevertheless rents rose somewhat, These increased subsidies
were subsequently reduced and are to be withdrawn in 1957. The reduction of
subsidies has largely been offset by cost reductlons due to rationalization of the
building industry, Rising interest rates were allowed to penetrate to house-
building only to & limited extent; thus the degree of subsidy for new dwellings has
increased in recent years., The economic rents of new dwellings would be at least
50 per cent higher than the subsidized rents, The-growing burden of maintaining the
real value of subsidies in the face of high interest rates and general inflationary
-bendencies led to the appointment of a governmental committee, im 1955, to consider
the possibilities of reducing or abolishing subsidies designed to create a general
low rent level and of inéreasing special subsidies for people most in need of state
loans, and the abolition or reduction of capital subsidies. The reduction of the
general subsidy by increasing the interest rate on state loans would also affect
existing dwellings; the changes suggested would increase rents by 15 per cent ‘
immediately and by another 5 per cent in 1959, The committee considered that the
rents of pre-war dwellings would also have to be raised because.of rising Interest
rates, The effect of the recommendations on the rent-income relationship was not '
regarded 2s unreasonable in view of the level of incomes now generally attained,

In place of general subsidies, the committee recommended increased subsidies for
families with children, but these would not be sufficient to prevent increased rents
for new dwellings., Further recommendations were designed to increase down-payments
for dwollings, The general effect of the recommendations of the comittee would be,
if put into effect, to raise the rents and charges for new dwellings in varying
degrees, dependlng on the circumstances of each family, and the justificetion for
this is seen in the growing burden of maintaining a general very low rent level

unrelated to individual circumstances in the face of rising interest rates, growing
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inflationary tendencies and increasing incomes,

In Denmark the pressure of rising repalr costs in 1951 caused furbher increases
of up to 10 per cent to be allowed in the rents of pre~war dwellings where the
landlord was responsible for repairs, In 1955 successive increases rising from
15 per cent to 23 per cent by 1957 were authorized for pre~wer dwellings. These
increases were considered necessary in view of increased repair costs, Where the
tenant agrees to be responsible for internal repairs, the increases are reduced by
12 per cent. Where the landlord is responsible for internal repairs; a special
repairs acoount was established for each dwelling, into which the landlord wes
required to pay 10 per cent of the 1939 rent.  Somewhat smaller increasges were
authorized for dwellings erected before 1890 and for dwellings erected between 1939
and 1948, In the case of the older dwellings, if the remt increase due to
improvements is expected to exceed 50 per cent of tﬁe 1939 rent permission must be
obtained to carry out improvements, This permission may be refused if the work 1s
deemed unwarranted having regard to the situation, nature and other conditions of the
dwellings. The increased rents may be seen, therefore, as an attempt to lmprove
the maintenance of controlled dwellings with safeguards to ensure that repairs are
carried out and that unwarranted repair of obsolete dwellings is not availed of to
increase rents. As a result of these increases, the rents of pre~war dwelliﬂés
are now from 25 to 30 per cent above pre-war level. The real value of subsidies
in Demmark appear to have been maintained up to 1955, Until then rents of new
dwellings varled considerably between different cétegories since the subsidy sysﬁem
combined general subsidies with special subsidies for low-income families but the
rentg in the social housing sector appear to have been same 40 per cent above the
rents of pre-war dwellings, In 1955 the syétem of subsidy was changed under the
pressure of increased Interest rates and high building costs, The interest rate
on state housing loans was raised from 2 to 6 per cent, the markét rate for state
loans., Annual capital subsidies fixed per square metre of gross floor space up to
a maximum dwelling-space of 85 m? were introduced as compensation,. The method of
calculation of the capital subsidy was designed to give an incentive to reducing
costs. Where costs were kept iow the caplital subsidies sufficed to offset the
increased loan charges but in other cases rents rose, A higher initial investment
was algo required from owners. Dwellings in the social housing sector are now
about 60 per cent above the rents of pre-war dwellings. A new category oﬂ semi~
subsidized dwellings was also introduced in 1955, These receive less subsidy than
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the ordinary subsidized dwellings and a high investment by the owner is required.
The dwellings are larger and have correspondingly higher rents than the ordinary
subsidized dwellings. The general effect of the changes in subsidy arrangements
was to inerease rents and charges generally for new dwellings, to remove the growing
burden of providing low interest loans when interest rates were rising and to
introduce a better incentive to reducing costs by fixed annual capltal subsidies,.
A feature of state housing loans in Demnmark is that amortization is not required
until the annnal capital subsidies cease, which will be by 1971. Repayment of the
loans will then commenoce and rents will rise sharply.
In Switzerland, rent policy envisages the gradual abolition of remnt control.
In accordance with this policy the area of rent control has been reduced and rent
increases allowed but in genefal the increases have been relatively amall. It wes
originally intended that rent control would be abolished in 1956 but it has been
prolonged until 1960, In 1954 a general increase of 5 per cent was allowed, No
. further increases are foreseen for the present because rents are already higher in
relation to income and further increases would cause social and economic difficulties,
The federal subsidy for low-cost housing was withdrawn in 1950 and subsidies are
available now only from the cantonal authorities in a few areas,' The rents of new
dwellings generally are considerably higher than the rents of pre-war dwellings,
(1) it was shown that

the average annual rent of four-room dwellings erected in 1955 in Zurich was

In a report of the Federal Price Control Commission in 1956

fr, 2,857 as compared with an average annual current rent of fr, 1,460 for a similar
dwelling erected before 1940, The general conclusion of the Commission was that
the rents of new dwellings were too high for low-income families and that.public
financial éid was clearly required to provide dwellings at rgésonable rents.

In Belgium, the rents of pre-war dwellings have steadil& risen and the area of
rent control has progressively decreased in accordance with the policy of returning
t0 a free housing market as soon as possible, By 1954 reht control extended toO
only 10 per cent of the housing stock as compared with 354to 40 per cent in 1951.

It is expected that rent control will end in 1957. No specific measures were taken
to compensate tenants for rent increases nor was any profortion of the increases
taxed away. The rents are high in relation to income, The average rent of
tenanted houses amounted in 1954 to between 18 and 19 per cent of an average
working-class income; one-quarter of rents were below about 10 per cent of average

income, one-quarter above 23 per cent, while half the‘dwellings had rents below

(1) "Ltencouragement & la construction le logements'eCOndmiques", Berne, 1956,
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15 per cent., In the large cities rents were about 20 per cent above the national
(1)
post-war period. Contrary to the trend in other countries building costs declined
substantially between 1950 and 1955. This decline, however, took place from a

particularly high level of building costs, Falling costs reduced the pressure on

averageo. Subsidy policy does not appear to have varied greatly throughout the

subsidy poliecy experienced in other countries; interest rates have risen in reocent
years and the rents of new dwellings appear to have risen as a result. The fact,
however, that the rents of old dwellings have been steadily rising has reduced the
need to offset inecreased interest charges by increased subsidies. While the gap
between new and old rents appears to have been considersble in the early post-war
years, that gap has now been narrowed to small proportions. More recent dwellings
probably still have rents considerably above old rents but this gap will also be
reduced in time, Targely owing to an unchanged level of subsidies, diverse rent
levels appear to exist for post-war dwellings,

In France the policy of raising rents from the nominal level reached through
rent control and heavy inflation has continued throughout the post-war period. The
hglfhyearly inereases provided for in 1948 have continued and were extended in 1951
until such time as a return of 4.25 per cent on replacement cost of house property
will have been produced, The provision in the 1948 legislation for rent allowances
to avoid hardship where rents varied from a certain proportion of the "average wage"
in an area, resulted in heavy expenditure on allowances since the "average wage" was
a notionel wage caleculated officially and in practice left unchanged in spite of
inoreasing incames, From 1953 the calculation of rent aliowances has been based on
the minimum'legal WAZE , ' Although rents have risen to about twelve times the pre-
war level'they still take only about 4 per cent of family expenditure. To
accelerate the'upward movement of old rents, rents may be raised to correspond to
the cost of new building on changes of tenancy and higher rents than normal may be
charged by agreement between landlords and tenants where a certain proportion of the
rent can be proved to have been spent on repairs. Owlng to the extremely low level
of controlled rents and budgetary difficulties subsidy policy in France has produced
rent levels in new dwellings very far above the level of controlled rents. The
bulk of the new dwellings appear to be beyond the means of low~income families,

Information is not available to show the precise relationship between new and old

(1) Buropean Housing Develomments and Policies in 1954 ECE, Geneva, August 1955
(E/ECE/209) .
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rents nor to show the extent to which changes in the real value of subsidies has
produced diverse rent levels in new dwellings.

In Italy, the situation has been somewhat the same as in France. Controlled
rents have risen from their nominal'postmﬁar level but still require less than
3 per cent of the expenditure of low-income families. In 1955, legislation provided
for an annual cumulative increase of 20 per cent in controlled rents., Throughout
the post-war period dwellings have been freod from control on changes in tenancies
ant this has contributed significantly to the rise in old rents. By 1964 it is
expected that controlled rents will roproscnt aboub 5.4 per cent of family
expenditure. The majority of new dwellings are unsnbsidized and are beyond the
means cof low-income families. Information i1s not available to show the extemt to
which the real value of subsidies has been maintained in the fase of increasing
costs and incomes, nor the extent to which post-war dwellings have had diverse rent
levels,

In Finland the policy of raising controlled rents to realistie levels has
continued. Imn 1954, rent control was abolished in a large number of areas., 1In
1955, increases of 25 per cent for pre-war dwellings and increases of from 3 to 23
per cent for dwellings erected between 1939 and.l948 wereg decreed. Free negotiation
of higher increasvs was also allowed. As has been noted above, the area of rent
contrel in Finland has been much smaller than in France and Italy and the social and
economic consequences of relaxation of rent comtrol, therefore, less serious or
widespfééd. The construction of new dwellings has been at a relatively high level
but because of high rents and high down-payments they have been too expensive for
the lower-income families, Public loans and subsidies have been limited and over
80 per cent pf investment in dwellings comes from private sources at high interest
rates which are normally from 8 to 10 per cent, The high output of dwellings has
been possible only by building smell dwellings and, particularly in the rural areas,
by owncr-ceccupiers cutting the timber and doinc much of the work themselves, Owing .
to the limited amount of public financial assistance to housing, the impact of
changing costs and incomes on subsidy policy has not been as great as in gountries
where housing represented a heavy public financial responsibility.

The effect on rent levels of the various developments in rent policy ontlined .
is iilustrated in Table 2. The significince of the rent inerecses that have :
cccurred can be betber seen from Table 4 which shows the ratio between the cosb¥of~

living index and the rent index in the various countries,
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Table 4

Ratio in Various Years Between Rent

and Cost-of-Living Indices

1
| Oountry 1947 1953 | 1955 |
{ ! B
Austria | 3.06 . 2,00 2,26
- Belgium P 1,73 1,58 1.27
. Denmark i 1.39 | 1,83 1,81 !
Finland | 4.3 b 2.38 1.65
France ! 6,58 | 2,79 2.21
Itely , i 18,52 | 3.67 2.87
Netherlands i 1.99 : 2.48 2.23
Norway I L.70 1 2.7 2.04
_ Sweden | 1.37 | 1.68 1,61
Switzerland . 1.55 1,56 1,49 |
United Kingdom . 1,53 2.07 2,10 |
Western Germany L 1,61 | 1,51 1.43 |

Sources: - 1947: The cost-of-living and rent indices in Table 2.

~ 1953 and 1955: REuropean Housing Progress and Policies in
1955, ECE, Geneva, August 1956 (E/ECE/259/ page 28,

ST

Between 1947 and 1953 the disparity between rents and the general price level was
narrowed in those countries whére the original disparity was greatest because of
‘serious inflation, i.e., France, Italy, Finland and Austria, Apart from these
countries,'only in Bélgium and Western Germany ¢id the ratio between rents and the
cost-qf~iiviﬁg narrow in the period. Between 1953 and 1955, however, the ratio
bétween the rent and cost~of-living indices declined in all countries, except in
Austria where it inereased and in Demmark and the United Kingdom where it remained
stable. Iﬁ both the lattef countries further rent increases are planned to take
.effect in the near future. There is a growing tendency to ralse rents higher than
" the levél‘required to keep pace with building costs. It is dif ficult to agsess
.phe effect on the rent-income relationship of the rent increases that have occufred.
Table 3 contains particulars that are available for a number of countries of the

average proportion of family expenditure devoted to rent in the post-war period,
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The significant decreése in each country as compared with pre-war in the proportion
of family expenditure devoted to rent immediately after the war has already been
noted. The available figures indicate that the propartions have not changed much
during the post-war period though a geﬁeral tendency to a somewhat iﬁcreased
proportion is evident. This is probably true on average of pre-war dwellings as
rent control policies appear to have been activated by genuine social
considerations, The tendency, however, to allow general increases ip controlled
rents could causeAhardships t0 pensioners and other persons who have not shared in
the general rise in incomes unless special measures are taken to assist them, It
has been seen that in Western Germany a special fund was created to alleviade
individual hardships caused by rent inereases though, in practice, the demand on the
fund was limited. In France special rent allowances are also payable where income
is lower than the minimum legal wage but the rent-income relationship is, in any
event, extremely low in France, |

The figures contained in Table 3 relate in many cases to total population and,
therefore, conceal the position in regard to the lower-income families where the
proportion of family expenditure devoted to rent is normally higher than for better-
off femilies, For example, Table 3 indicates that the proportion in Belgium in
1953 was 7.8 per cent for the total population; it has been noted above that the
average rent cof tenanted dwellings was estimated to represent between 18 and 19 per
cent of the average working class income in 1954, [Even where the figure in Table 3
relates to working-class incomes, as in the case of Switzerland, there may be
considerable variations from the average depending on the size of the dwelling and
the income of the family, The report of the Federal Price Control Commission(l)
in Switzerland shows that in 1955 the rents of pre-war dwellings in urban areas
represented from 10 to 18 per cent of the wages of skilled workers and from lZ%to 21
per cent of the wages of unskilled and semi-skilled workers. In general, however,
the available evidence suggests that the increases in the rents of pre-war dwellings
in western Kurope have not imposed undue hardship on low-income families taken as a
whole but that hardship may be caused where income is particularly low or the size of
family is such as t0 require a larger than average dwelling.

(1) "L'encouragement & la construction de logements Sconomiques", Berne, 1956,
q )
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Rent _policies in eastern Furopean countries

Rent conbrol aﬁd inflation had the same effect on rents in eastern Europe as in
western Europe, In Czechoslovakia rent before the war represented 8.4 per cent of
family expenditure, by L1947 the proportion was reduced to 3,3 per cent.(l) In

(2)

In the USSR in 1933 rent for dwelling-space represented 10.4 per cent of the income

(3)

information supplied or 4.2 per cent if services are included, Similar reductions

Yugoslavia the corrésponding decline was from 26 per cent to 9 per cent in 1949.

of a wage earner; in 1955 the proportion was l.5 per cent according to official
oceurred in the other eastern European countries,

In the post-war period, the typical rent system in eastern Europe has differed
profoundly from that in western Furope. In the first place, all rented dwellings
in eastern Europe whether privately or publicly owned have a uniform rent
preseribed by the public authorities, Secondly, this rent includes an extremely
low payment for dwelling space, which is not sufficient to amortize the capltal
value or give any return on capital. Thirdly, the payment for dwelling~space is
usually too low to cover operating costs including maintenance and repair,

Finelly, additions to the basic rent are made for services and amenities, often on
an economic basis,

In the USSR the rent system has been unchanged since the 'twenties. Rents
were fixed by the local authorities according to a formula related to the size and
amenities of the dwelling and the income and occupation of the tenant. A standard’
range- of from roubles 0.35 to 0.44 per square metre of dwelling—SPace per month was
preseribed and local authorities were empowered to fix a iocal basic rate within
that range. Specified deductions are made from the basic rate for inferior

location or lack of services and amenities, Where services are particularly good,

additions may be made to the basic rate to amortize the value of these services
gubject to a maximum addition of 10 per cent, The rent per square metre arrived at
following these reéuctions or additions is subjeet to further variations in
accordance with the personal circumstances of the tenant. Wage-earners pay more oOr
less than the basic rate according to income limits subject to a minimum of roubles
0.055 and a maximum of 1.32 per month per square metre of dwelling-space; the
maximum is payable where income is roubles 450 per month or more, Tradesmen and
other non-~labouring categories may pay higher rents up t0 2 meximum of roubles '
4.40/m2/month. A further factor in calculating rents is that a norm of dwelling-

space per person is fixed and dwelling-space occupied in excess of that norm often

(L} Economie Bulletin for Europe, Vol. 4, No, 1, ECE, Geneva, April 1952, fage 27,
2) European Rent Policies, ECE, Geneva, August 1953 (E/ECE/170), page 5L,

i

‘..

3) International Labour Review, Geneva, Vol, XXVIII, No, 5, November 1933, page 654,
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carries a higher rent of from two to three times the basic rate, With the rise in
incomes since the 'twenties it is probable that the rents of most wage earners are
now calculated at the maximum rate of roubles 1.32/m2/month.

Rents systems somewhat resembling the system in the USSR were adopted in the
post-war period in eastern European countries, In Polaend, the system of rent is
based on a nominal sum per square metre together with a sum for general charges such
as lightinz courtyards and removal of rubblsh and a sum for special charges to meet,
the actual cost of special ‘services such as heating, hot water and lifts. Rents for
wage-earners who comprise 90 per cent of the non-agricultural population are lower
than for better-off tenants, Wage-earners in new dwellings pay a monthly rent of
groszy 4 to 5/m2 while better-off tenants pay from zlotys 2.40 to 3.60/m?. The
actual rent paid depends on the size, amenities and location of bhe dwelling. Wage-
earners in new dwellings pay from groszy 55 to 83/m2/month for general charges. The
rents of pre-war dwellings are somewhat less than these rents, which together with
the general charges referred to amount to 1.5 to 2 per cent of the average wage-
earner's income, In Yugoslavia, rents of pre-war dwellings were reduced after the
war to 50 per cent of the pre-war level. Rents in the larger cities included the
cost of garbage collections, lighting of staircases and other minimum services.
Separate payments were made for special services such as lifts and central heating.
In small towns rent usually included payment for use of the premises and taxationm,
comnunal services being charged directly to the tenant, In Bulgaria, the average
rent is leva lB/m?/year, which represents about 7.5 per cent of the annual income of
an average wage-earning family.

In western Europe it has been seen that the misallocation of dwelling-space and
the danger of inadequate maintenance were resarded as the two main defects in rent
control, In eastern European countries strict allocation of dwelling-space in
acecordance with accommodation needs was enforced and it is unlikely that the demand
for new dwellings was exaggerated, as it probably was in weétern.Europe, by under-~
occupation of existing dwellings. In the USSR the higher rent charged for space*in
excess of a fixed norm was a further deterrent to over-occupation of dwelling~space,
though this deterrent waned with the decline in the real value of a rent fixed in the
'twenties, The basing of all rents on a uniform basis related to income facilitated
transfer from one dwelling to another, thourh differences in remts remained due to
differences in amenities and serviees and imposed some limitation on equitable

transfers,
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'The rent systems in eastern Europe, however, accentuated the problem of

- " maeintenance for public authorities because of the unecononic rents and because

public authorities asgsumed responsibility for the maintenance of the entire housing
‘stock, Under the western European systems maintenance remained the responsibility
of the private owners, and public authorities could look to the self-interest of
house-ouwners for a modicum of repairs, In the USSR the basie rate of roubles 0.35
to O.44/m? appears t0 have been based on actual operating and amortization costs
when originaliy fixed in the 'twenties, but.it was stated in 1948 that "house
manegements, lacking sufficient revenue for the amortization of their properties,
fall below established amortization norms".(l) Rental income also falls
considerably short of expenditure on operating costs.(z) I 1956 the actual upkeep
and amortization of dwellings in Leningrad cost from roubles 2.37 to 4.17 m?/

month depending on the age and type of dwelling; the average for the city was
roubles 3.05(?)
1.65 for new dwellings.(4)' The total costs of the Moscow Housing Administration in
1943 were roubles 293,9 million, (5) This ineluded roubles 76,9 million in respect

of 95 per cent of rent transferred to other sectors of the economy. The net costs

The normal meximum rent is roubles 1.32 for pré—war dwellings and

apart from this transfer were therefore roubles 217 million as against which rent
appears to have amounted to 81 million. - Administrative costs and service staff
cost roubles 82 million and current repairs 59,9 million.

In Poland the post-war system originally envisaged that the rents would be
sufficient to meet not only operating costs but amortization and some return on
capital but in practice the rents have not been sufficient to meet operating costs
including maintenance, The Ministry of Communal Economy, which is responsible for
the conservation of 80 per cent of urban residential property, has had to pay by way
of state subvention 60 per cent of the operating costs including major and minor

repairs of this property. In Yugoslavia post-war rents were not sufficient to meet

(1) Veselovski, Fainberg, Filatov -and Dlln' "Analiz khozyaistvennol deyatelinoste
kommunal'nykh predpriyatli Moskvy', Moscow, 1948, page 208.

{2) See "Buropean Housing Developments and Pollcies in 1954" ECE, Geneva, August 1955
(E/ECE/209) pages 9 and 10. '

(3) "Gorodskoe Khozyailstvo Mosky" No. 2, 1956 Moscoug page 5.

(4) See European Housing Developments and.Pollcies in 1954, “ECE, Geneva, August 1955
(E/ECE/209) pages 9 and 10,

(6) N, A, Filatov: "Ocherki Po Ekonémike i Finansaim Sotslalisticheskogo
Zhilishogo Knozyasistva, 1947, Moscow, pages 89 and 90,
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(1)

owned buildings which were reported to be usually kept in good repair. Small

the cost.of maintenance, Subsidies were granted t0 maintain the large state~
houses owned by public authorities were stated not to have been in private ownership,
In the other eastern European countries rental incomes appeared also to be inadequate
t0 meet operating costs, necessitating subsidies from general revenues of public
authorities,

In western Europe the inereasing cost of repairs and concern for the
preservation of the dwelling-stock were mainly responsible for the rent increases
that have occurred, In eastern Europe except Yugoslavia the problem of mainten-
ance hag not so far resulted in any revision of rent policy. In Yugoslavia rents
were restored in 1952 to the 1939 level, having previously been reduced to_50 per
cent of that level, This inerease was based on the need to improve maintenance of
rented dwellings, It was apparently considered that a system whereby housing
maintenance, if it were to be adequately carried out, would have to be largely met
from the general revenues of public authorities in competition with other demands
was not satisfactory, It was stated that a satisfactory solution could only be
found by increasing rents to a level adequate to meet repairs and other normal
maintenance expenditure. In furtherance of this poliey rents were raised in 1955/
1956 to 150 per cent of the 1939 level and concurrently graded in relation to floor
areas and the category of the dwellings. Because of the rise of incomes in the
post-war period the proportion of the family budget has fallen from 9 per cent in
1949 to 5 per cent in 1957 in spite of the remt increases in the meantime, 1In
Poland a proposal that rents should be fixed on an econamic basls and raised at
least to0 a level which will cover the entire expenditure on administration and on
major and minor repairs is under consideration, This proposal appears to have been
prompted by the inadequacy of the provision hitherto made for repairs and by the
desire to establish a systematic and self-financing system to0 ensure adequate
maintenance, In Bulgaria dwellings privately erected after 6 April 1954 have
uncontrolled rents but the number of such dwellings built for renting is very small,
This development appears to be related to the poliey of encouraging owner—occupation
in that it enables a dwelling erected for owner-occupation to be let at an economic
rent if necessary, 4 somewhat similar concession is made in the USSR Whereﬁy
private house-owners may let rooms or flats at a rént up to 20 per cent higher than

the controlled remt, In other eastern European countries no revision of the rent

(1) See European Rent Policies, ECE, Geneva, August 1953 (E/BCE/L70), pages 52 and
53, :
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gystem or of the rent levels appears to have been considered necessary though the
rental income probably falls considerably short of the operating costs,

-

In eastern BEurope the rent policy in relation to old dwellings has had the seame
effect on subsidy policy as in western European countries. The rents of new
dwellings have been subsidized at a level bearing a close relationship to old rents,
In the USSR the maximum rent in new dwellings is 25 per cent above the maximum rent
in old dwellings, In the study of Leningrad housing costs, referred to above, the
annual costs of multi~floor blocks of flats built between 1946 and 1951 are given
as roubles 4.17/m?/month. The maximum rent of roubles 1..65 would, therefore,
cover 39.6 per cent of annual costs, In Yugosiavia the rents of new dwellings are
the same as the rents of old dwellings, i.e., 150 per cent above the level of pre~
war rents., These rents also do not cover all the cost of maintenance and repair
let alone the repayment of capital costs, In Poland, the rents of new dwellings
are assessed on the same basis as for old dwellings but are officially said to be
usuelly slightly higher per dwelling unit, probably by reason of the better
quality of the new dwellings. In the other eastern European countries the rents
of new dwellings do not appear to differ very much from the rents of old dwellings.

Except in Yugoslavia, where rents have been raised and in Poland where rent
increases are foreshadowed, no changes appear to have cccurred in subsidy policy
in eastern Europe under the pressure of changing costs and incomes. The fact that
the rent system in eastern Europe is usually related to income has meant that reuts
have been subject to adjustment by reason of income changes, The low maximum '
uneconomic rents, however, limit the adjustment of rents to income increases. An
important development in the financing of housing in eastern Europe in recéht years
has been the growing emphasis on private bullding for owner-occupation., The bulk
of new rural dwellings in eastern Europe in the post-war period has been erected
privately without public financial assistance, but public finanéial assistance is
now being given on an increasing scale for private building in urbéh areas,

In the USSR the provision of state loans for private building has sfeadily
increased in the post-war period. Between 1946 and 1950, roubles 5,000 hiliion
was provided in loans to private builders who built 15 million m? of dwelling
space; between 1951 and 1955, private builders in urban areas built 39 million m?

of dwelling-space while in rural areas 2.3 million dweSlings were privately builtfl)
: 3

(1) "Sovietrkoe Gosudarrstvo i Pravo", No., 7, 1956, Moébow, pages 61 and 62,
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According to official information supplied between 1946 and 1951, the State
advanced a total of about roubles 16,000 million to workers for building private
houses in towns and factory settlements and in rural areas. In 1957, bank loans
for private house~-building are to be more than 50 per cent higher than in 1956 and
will amount to about roubles 2,800 million, The increase in the amount of living
accommodation built in towns by private individuals entirely at their own expense or
with the aid of state loans is.shown by the following figures (millions of m?):

1929 ~ 1932 6.1
1933 - 1937 : 5.0
1938 - 1941 (34 years) 7.6
1941 ~ 1946 8,5
1946 -~ 1950 30,4
1951 ~ 1955 38.8

These figures show that there has been a particularly steep rise in the amount
of living accommodation built by workers in urban areas in the post~war period,
Between the periods 1929 to 1952 and 1951 to 1955, state housing increased 3,2 times
while pri#ate house~building in urban areas increased 6.4 times, The directives
of the Twentieth Congress of the Communist Party of the Soviet Union, concerning the
1956 to 1960 Plan for national economic development, laid down the following
objective: "to give wide assistance to workers, employees and members’ of Collective
Farms in the building of dwelling-houses out of private savings and with the help
of state and Collective Farm credit: for this purpose to increase the sale to the
public of complete sets of components for prefabricated houses and of building
materials and equipment",

State-aided private house~building has also inereased in recent years in other
eagtern European countries, In Czechoslovakia it rose from 14 per cent of total
output to about 28 per cent in 1955; in Hungary it rose from 10 per. cent in 1953 to
25 per cent in 1955; in Romania the corresponding increase was from L per cent in
1953 30 10 per cent in 1955; in Eastern Germany co-operative housing with public
aid rose from 7 per cent of total output in 1954 to 18 per cent of planned output in
1956. In Poland, legislation is now proposed increasing state aid for co-~operative
and private housing. In the urban areas such construction rose from 5 per cent of
total urban construction in 1954 to 10 per cent in 1955 and 18 per cent in 1956,

In Yugoslavia, the percentage of tobal public funds made available for housing which
went in loams to priéate builders increased from 15 per cent in 1952 to over 40 per

‘cent in 1956, Legal and other measures are belng taken to promote the development
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of co-operative housing., In Bulgaria it is planned to provide in 1957 leva
200 million for loens to private housing (twice as much as in 1956) as against leva
123 million for publiec housing.

The growing provision for public financial assistance to private builders in
eastern Europe is partly designed to enlist additional efforts in increasing the
supply of dwellings but it may alsc be regarded as an effort to reduce the burden on
public funds artsing from the low uneconomic level of rents, and, therefore, a
parallel to the tendency in western European countries to reduce the real value of
éubsidies. The growth in incomes, in both cases, encoureges the development. The
state loans in eastern Europe are usually provided at rates of interest of 1 to 2
per cent but are free of interest in Czechoslovakia and frequently in Hungary, The
repayment period is usually short —~ Seven years in the USSR, ten to twenty years in
Poland, eight to twelve years in Romenia, twenty-five years in Bulgaria and Hungary -
but in Yugoslavia the period is usually fifty years, The loans in the USSR and in
Poland usually cover about 50 per cemnt of the cost, the balance being provided by
the owner in cash or in labour. In Yugoslavia, the personal investment is about
25 per cent of tctal cost, The annual charges, apart from the high personal
contribution on owner-occupiers, availing themselves of state loans in eastern
Europe are consgiderably higher than the rents of new dwellings. In Yugoslavia they
are four or five times higher. In Poland, only the best-paid workers can afford
private houses,

Housing in the general economy

Apart from the problems of housing finance caused by the rent structure and by
the movement of bullding costs and the general rrice and income levels, a further
set of prohlems has arisen in comnexion with the relation of housing to the general
econamy in each country.

In other parts of this enquiry the relation of housing to investment and
employment policies and the problems associated with the supply of capital are
considered in detail. It may be noted here that expenditure on housing has formed
on average about 20 to 25 per cent of total investment in western European countries
in recent years and about 10 to 15 per cent or less in eastern European countries.
In eastern Europe practically all the capital for urban housing has come from publie
sources. The extent of public financial assistance to housing in western Europe is
1llustrated in Table 5.
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Table 5

Extent_of Public Finance in Housing in Selected Western European Coumbtries

Dwellings built with Finance supplied by
public assistance public authorities
Country As percentage cf total
1949 1955 1949 1958
Austria - 60-70 - g0
Belgium 60-~70 - 50
Denmark 68 80~90 53 65
France 73 £0-90 68 65
Italy 50 35-45 - 25
Netherlands 97 85-95 84 65
Norway 79 70--80 80 45
Sweden ‘ 77 : 80--20 37 45
Switzerland - 68 5-1.0 30 5
United Kingdom 87 : 60--70 78 €5
Western Germany 71 4525 45 - 30
Sources: - The figures for 1949 are from Meshods and Techniques of Financing

Housing in Evrope; ECE, Geneva, March 1952 (E/ECE/IM/HOU/38),
page 274, except in the case of Ttaly and Switzerland where the
figures are from the Economic Bulletin for Europe; Vol. 4, No, 1,
ECE, Geneva, April 1952, page 29.

~ The figures for 1955 are from the 26th Annual Report of the Bank
. for International Settlements, Basle, June 1956, page 72,
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In 1949, the percentage of capital supplied by public authorities ranged from

84 per cent in the Netherlands to 30 per cent in Switzerland with the majority of
countries supplying 50 per cent or more. In 1955 the majority of countries still
supplied half or more but a general tendency for the proportion to decline is
evident., In western Europe the majority of countries accorded public financial
assistance in both 1949 and 1955 to two-thirds or more of the dwellings ereoted;
five countries supplied up to 90 per cent or more in 1955.

This large devotion of rescurces to housing and the heavy participation by
public authorities in the finencing of housing has occurred in a period when heavy
capital investment in produc;ive capacity and inecreased public participation in such
jnvestment has been characteristic of most economies. It is a matter for each
country to decide in the light of its own social and econamic policies and
circumstances what the position of hdusing should be in the genéral investment and
budgetary framework, There appears, however, tc be a conflict between investment
in housing, which is productive only in an indirect sense, and the géneral efforts
t0 increase permanent productive capacity and thus living standards generally.

This is evident in the lower proportion of investment in housing in eastern European
countries, Relatively under-developed countries in western Europe have devoted as
high ~ and in meny cases higher - a proportion of investment to housing as the more
advanced countries. The explanation for this appears to be that in an under-
developed country, where policy limits state intervention in many areas of the
economy, it is usually easier to build houses than to f£ind outlets for productive
investment., In the long-run, however, in such countries contirued heavy public
investment in housing is possible only if productive resources increase sufficiently
to pay for it. The final problem in such countries tends to be physical éhortage
of capital for housing, In the more advanced countries the problem is scmewhat
different., There the problem is not so much shortage of capital nor of productive
outlets for it but to control its expenditure so as to contain inflationary pressure.
Tor all countries the solution is an increased level of savings; the growing _
tendency to reduce public participation in housing or to make it more selective and
to require greater contributions from occupants whether by increased rents or a

greater encouragement of owner-occupation appears to be part of that solution,
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Conglusion

It has been seen from the foregoing analysis that public policy in Europe in
relation to the financing of housing has been subject to stress and change in the
post~war period in most countries. In the majority of western European Countries,
where housing output has been brought to a reasonably satisfactory level, changes
in public policy.have included reductions in the real value of subsidies and
alterations in their distribution as between the various social categories, This
has meant diverse rent levels in new dwellings, with more recent dwellings having
higher rents than those erected in the carly post-war years. In other western
European countries, where output has not yet reached a satisfactory level, basic
problems ¢f so applying public financial assistance as to achieve a satisfactory
level of output are still causing difficulties. In eastern Europe, at least two
countries are engaged in a reassessment of housing policy to ensure more economic
management of the housing estate, In addition thore is evidence in all easterni
European countries of special efforts to stimulate privete investment in housing.

The fact that housing policies have during the post-war pericd been subject to
stress and change underlines the need for careful and comprehensive definition of
housing policies particularly as housing output at current evels is required in

(1)

problems has demenstrated the interconnexion of rent and subsidy policies and the

most countries for at least another decade. The analysic made of the post-war
dependence of both on the level of costs and ircomes. There appears to be need for
the re-statement of public policies and financial arrangements in a form that will
be adaptable without fundemental alteration to changing circumstances.

The difficulties that have arisen in the post-war period in connexion with the
financing of housing have arisen from two main sources,. There are the prohlems
associated with the supply of adequate capital and the achievement of a fair balance
between public and private investment. Secondly, there are the problems of
ensuring that public financial assistance to housing at once stimulates effective
demand for housing, has sound social objectives, is economically bearable, is

equitable as between beneficiaries and does not inflate housing costs,

1) See The European Housing Situaticn, ECE, Geneva, January 19250 (BE/BCE/221) .
H ¢ 3
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In other parts of this enquiry the practice and experience of individual
countries in regard to the supply of capital, public and private, for housing are
analysed with a view to drawing conclusions of practical value for all countries.

The importance of a sound subsidy system has been recognized by the Housing
Committee in previous discussions of subsidy systems.(l) In another part of the
present enquiry the subsidy problems are further examined with a view to establishing
principles which would be of practical interest and value,

(1. Methods and Techniques of Financing Housing in Europe, ECE, Geneva, March 1952
(E/ECE/IM/HOU/38) .

European Housing Progress and Policies in 1953, ECE, Geneva, August 1954
(E/ECE/189), Sections III and IV.

European Housing Developments and Policies in 1954, ECE, Geneva, Afigust 1955
(E/ECE/209), Part II, Section 2.
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Home swnership dominant
The most significant fact about housing finance in the United States is that

more than half of non-farm dwellings are owner occupied. As of 1950 less than half
of the dwellings in this class were mortgaged. The dominant characteristiec of

American housing finance is the mortgage free, owner ocdupied, one-family heme,
The ownership of homes is protected in many respects by the Constitution of the
United States. ,
The vwnership of homes is ordinarily in the form of a "fee simple" type of deed,
This form of ownership carries full rights of use, sale and inheritance, limited only
by laws for general welfare and protection of the community. These include zoning laws
and lows permitting foreclosure and sale for non-payment of taxes.
Owners of homes have almost complete freedom in the transfer of theiy ownership.
Owners of residences may borrow money by pledging their property.
Structure of the financial system

The thrift institutions of the United States are numerous.

The United States is one of the best equipped nations in the world to nmebilize
capital quickly and economically for the conduct of any enterprise, inecluding
construction of housing. The fact that the United States has produced well over a
million houses per year for the past several years, with interest rates commonly
held between 4 and 6 per cent is ample evidence of the effectiveness of the finasncial
system.

Three forms‘of loans must be distinguished in connexion with the financing of
housing: (i) Loans for construction, (ii) loans for purchase, and (iii) loans for

modernization and fepair.

(1) The other papefs on the financing of housing to be issued are listed in the
last paragraph of HOU/Working Paper No.59.
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Construction loans are commonly made to builders who either are in the contracting
business or are merchant (operative, speculative) builders or both. Merchant
builders normally take the full rosponsibility for the development of a small or large
parcel of land, with all utilities and the resulting houses, Sevings and loan
associations, savings banks, insurance companies, mortgage lending companies, etec.,
make advances during construction which as a rule are secured by mortgages on the
property. Commercial banks are a common source of construction loans, Such loans
are frequently made on an unsecured basis, and are also often secured by chattel _
mortgages on tangible assets, such as building machinery, mortgages on land, pledges
of securities, eto, In the case of large-scale multifamily dwellings for rent, a
sponsoring corporation often tskes the financial responsibility and hires the
contractor. Some individuals teke the financial respensibility for bullding their
own houses, hiring a contractor to do the work; others do the work themselves,
Interest rates on loans to builders vary widely, depending on local ¢onditions and
the credit of the builder - but frequently are from 5 to 6 per cent for loans that
are repaid upon completion and sale of the structures. A builderts investment in a
house is commonly liquidated by a subsequent mortgage loan obtained by a purechaser,

An advance commitment by the Federal Housing Administration to insure the final
moftgage, improves a builder's prospect for obtaining construction funds from bankers
on advantageous terms, Also, materials suppliers and subcontractors are often a
source of credit to builders,

Long-term loans to buyers of homes to finance purchases are secured by mortgages
on the properties. Buyers of homes, whether the houses are new or existing structures,
have a wide variety of institutions from which they may borrow. As of 30 June 1956,
the very preliminary estimate of mortgage debt on one- to four-family structures
outstanding by type of holder was:

Institutions Billions of dollars

Total 94,2
Savings and loan associations 32.3
Life Insurance companies 19.1
Commercisl banks 15.9
Mutual savings banks (a) 12.0
Federal National Mortgage Association 2.5
Individuals and a1l others 12.4

(a)

Not a primary lender but a secondary holder
of mortgagces originated by others.
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Loans for the modernization and repalr of dwellings are usually obtained on an
unsecured basis, Banks are probably the most important source of such loans. The
rates af interest for modernization and repair are ecmmonly much higher than in the
cess of mortgage loans, '
Regulation of residential property

States and their civil divisions including cities regulate the construction and

operation of residential property in many ways. The exercise of the right of
eminent domain and of the police power permits the protection of the public interest.
Rent control, which during wartime was a Federal prerogative, is unusual now
though it has continued in some cities under the authority of the State governments,
Foreclosure laws permit lenders to take title to praperty which has been
pledged for the payment of a debt.
Many States enforce labour standards in the building industry.
Relationship of the Federal Government to housing

It is impossible to list all the various points of contact of the Federal
Government with the housing business. The principal Government agencies that deal
directly with housing finance are the Housing and Home Finance Agency with six
eonstituents; also the Federal Home Loan Bank Board, the Veterans Administration,
the Department of igriculture, and the Farm Credit Administration,

Despite these numerous points of contact of Government with the production of
houses, neither the Foderal Government nor any State or local govermments build or
contract for the building of a significant share of new houses, Privately financed,
private builders are the norm,

Housing and Home Finance Agency

The major responsibility of the Federal Govermment for housing centers in the
Administrator of the HHFA. The Office of the Administrator is respensible for a
variety of policy and programme functions; also for the general co-ordination and
supervision or direction of the constituents. The chief functions of the
constituent agencies and units are outlined below:

1. The Federal Housing Administration insures private institutional

lenders against luss on residential mortgages and loans for

repairs, ete,



HOU/Working Paper No,61/Add.1

page &

3.

4,

5,

6.

The Public Housing Administration mekes loans end annual
contributions to local public housing authorities for provision

of housing to low-income families.

The Urban Renewal Administration provides loans and grants to

local public agenciss for slum clearance and redevelopment and
rehabilitation, Such funds are for initial planning, for
acquisition and clearance of slum areas, and for preparation for
redevelopment largely by private agencies, Only those cities with
approwed '"workable programs" for the prevention and elimination of
slums and blight are eligible, This Administration also mekes
grants for urtan planning for small cities and regional or
metropolitan areas,

The Community'Facilities wdministration makes loans, if comparable
credit is not otherwise available, to localities where there is a
shortage of water and sewage systems; and other public faeilities.
In addition to such loans for actual construction, funds are made
available for the planning of future public works upon the agreement
of the applicant to repay such funds when it starts the construction
of the public work planned therewith, This Administration also
makes loans to colleges for housing students and faculty.

The Federal National Mortgage i.ssociation has the responsibility foxr
maintaining a secondary market for mortgage loans by purchasing
certain FHA-insured and Vi-guaranteed mortgages.

Federal Flood Indemnity iAdministration operates a new flood insurance
programme, This experimental programme is intended to compensate
for losses in major disasters and to provide or guarantee rehabilitation

loans .

Federal Home Loan Bank Board

The Federal Home Luan Bank Board is composed of three appointed officials who

serve as a policy-making body within the executive branch of the Government which

reports to the Congress. This Board is responsible for the policy and regulation

of the entire Home Loan Bank System, and the Federal Savings and Loan Insurance

Corporation, It is also responsible for the chartering, regulation and supervision

of about 1,600 Federal Savings and Loan issociations, The Home Loan Bank system
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is made up of eleven Banks owned by member thrift and home finanscing institutionms,
largely savings and loan associations,. Some savings banks also hold stock in the
Banks, The member institutions are enabled to obtain credit on the collateral of
home mortgages, from the Home Loan Banks. The Banks in tirn obtain funds from the
capital market by sale of consolidated debentures. These debentures are nat
guaranteed in any way by the Government, However, they represent a very excellent
form of investment and are bought freely by commercial banks. They commonly are
issued for intermediate periods of time, usually for not more than twelve months,
Savings and loan associations are the base for the system. Sharsholders in
the Federal Savings and Loan .issociations have the bulk of the votes for the boards of
directors, Each borrower also has a single vote, The shareholders are protected
against loss of their savings accounts by the Federal Savings and Loan Insurance
Corporation, It is controlled by the Federal Home Loan Bank Board., This Corporation,
which has been self-supporting through premiums and fees, guarantees individual
deposits in insured savings and loan associations up to $10,000. It is financed by a
premium charged to participating associations. The Corporation also is authorized
to borrow up to $750 million from the Treasury if the Board determines that the
Corperation needs to do so, and the Secretary of the Treasury is directed to make
such loans up to that amount, The Corporation is instrumental in affecting improved
methods of management of the associations., Sometimes it arranges consolidation,
reorganization, or liquidation of unsuccessful associations. The examining division
of the Federal Home Loan Bank Board makes regular audits of participating institutions.

Credit for farmers

Real-estate credit for farmers is available from many sources, but ons of the
most important is through the Federal Land Bank System, Local farmer-owned nationsal
farm loan associations own stock in regional Federal land banks. These banks,
through the issuance of mortgage bonds, provide credit for the purchase and ownership
of farm land and buildings. There are indications that a considerable volume of
farm housing is financed through this channel, The Federal Land Bank System,
though financially independent of the Governmment, is regulated by the Farm Credit
Administration, now an independent agency in which the Secretary of Agriculture has

one reprasentative.
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The Farmers Home Administration of the Department of Agriculture makes direct
loans for the purchase; enlargement and improvement of farms, and guarant9bs loans
made by private lenders for the same purpose, This is a source of credit that is
restricted to people who cannot obtain credit from other sources, The Farmers . s
Home Administration makes direct loans, contributions, and grants for the construction
and improvement of famm housing and other structures,

The Rural Electrificaticn Administration also of the Department of Agriculture
has been instrumental in rroviding electrification for American farm homes through
a system of loans to rural electrification co-operatives, The Administration also
makes loans to co-operative associations for the extension of rural telephone service.

Veterans Administratioen

Through a system of guarantees of mortgages and where private money is not
available, through direct loans, the Veterans .dministration has been instrumental
in helping former service men and women obtain credit with which to build er buy
houses, Private lenders make the loans and are protected against loss by the
Veterans Administration up to a maximum of $7,500 or 60 per cent of the loan amount,
whichever is the lesser.

Volume and significance of Federal cperations in housing

Conventionally financed housing without insurance or guarantee of Federally
sponsored agencies remains more important than Federally assisted housing, g
The influence of the Federal Government on housing is probably greater than is-‘%/
thus indicated. Actually the Government sets many of the conditions under which
the entire housing industry operates. Financing terms are so largely shaped by the
Government, both specifically in respect to legal requirements for insurance or
guarantees and generally through control of the money market, that the volume of
construction is materially influenced. Similarly, mobility of capital, standards
of quality, conditions of employment in the building industry, and even the total
pace of the economy as a whole into which the building industry is geared, are
greatly influenced if not dominated by the actions of the Federal Government,
However, the basic housing policy is "the realization as soon as feasible of the goal
of a decent home and suitable living environment for every American family" and
further that "private enterprise shall be encouraged to serve as large a part of the’

total need as it can ..,0.".
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FINANCING OF HOUSING IN EURQPE . .

Financial aspects of co-operative housing(l)

Preliminary draft report by Mr. L. L. Robert, of the
International Co-operative Alliance

The analysis for each country has been made under the following three heads:
1. Personal contribution by society members,
2. Sale of co-operative dwellings,
3. Savings system in connexion with co-operative housing.
AUSTRIA _
The co-operatives have letting as well as owner-occupancy arrangements.
1. Personal contribution by society members |

- The building finance comes from three sources (the respective amounts from
which are not specified):

-~ government loans,
- Loans by private bodies under State guarantee or with interest payable
by the State,
- contributions by the parties concerned to make up the balance.:
The individual co-operators have to take out a share (usually amounting to
300 schillings) which must be completely paid up within three years.
2 and 3. No information

(1) The other papers on the finaneing of housing to be issued are listed in
the last paragraph of document HOU/Working Paper No. 59
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BELGIUM
‘There are three main types of co-operatives in Belgium:
~ tenants! co-operatives,
- owners' co-operatives, and
- rural housing co-operatives.

1. Personal contribution by society members

(a) -Tenants' co-operatives

Individual members have to make an al -in contribution of 5% of the average
cost per dwelling (300,000 Belgian frs.), or 15,000 frs. |

Payment-is made as follows:

- 6,000 frs. when the co-operative lets the dwelling to the member,

- the balance at the rate of 60 frs. a month over and above the rent.

The arrangement is equivalent to a long~term lease terminable by the tenant
at any time. |

The co-operator's share towards the finance consists only of the 6,000 frs.
required as down payment for the shares taken out.

The State bears the cost of road and public utility works and the rest of the
finance is covered by long-term loans granted to the co-operative by SNHLBM
(National Society for Low-Cost Housing and Dwellings) without mortgage.

(b) Owners' co-operatives

These are two kinds: building co-operatives pure and simple and housing
co~operatives proper (premises other than members' dwellings remaining under joint
ownership) .

The finanecing arrangements are much more varied than for tenants' co-operatives
as far as members! contributions and share-payments are concerned. To give an idea
of the amounts involved, the finance for a house costing 360,000 frs., say, might

be broken down as follows:

frs.
- Co-operator's contribution 60,000 (1/6th)
- Building grant (De Taeye Act) 30,000 (1/12th)
- Mortgage loan 270,000 (9/12th)

(¢) Rural building co-operatives

The financing generally takes the form of first mortgage loans, which may
cover as much as 90% or even 100% of the cost of construction. Members méy
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also receive building grants {De Taeye Act). Members' contributions thus appear
to be small.

2. Sale of co-operative dwellings

(a) Tenants® co-operatives

Where a dwelling is sold, the sum received must be paid to SNHLBM, thereby
enabling the period of re;ayment of the loan to be reduced or the sum re-invested
in the form of a new loan. In addition, and to prevent any speculation with the
society's assets, SNHLBM is free, in the event of the co-operative society being
wound up, to decide what should be done with the latter's property other than the
shares paid up by the members, which duly revert to them.

(b) Owner's co-operatives

Builders receiving building grants must underteke not to let or transfer
possession of the dwellings for which the grant has been paid for a period of ten
yeers.

(c) Rural building co-operstives

The same principle seems to apply in the case of building grants.

3. Savings system in connexion with co-operative housing

No information.

DENMARK
1.  Personal confribution by society members
The member's contribution amounts to 6% of the total cost of the dwelling, and
bayment may be spread over several years.
- Members' contributions represent the share of the costs not covered by loans
from housing credit institutions and State loans.

2. vale of co-operative dwellings
i perative gvel. . 1ngs

No information. It should be noted, however, that Danish do—operatives
arrange for owner-ogcupancy. |

3. Savings system in connexion with co-operative housing

No information.

EINLAT
The "Haka" co-operative societies operate and control a large number of housing

rojects either for lething or & ’civ’-stock company houses.
o [t . WL T
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The latter are multi-storey houses consisting of flats owned by the oceupants,
who are shareholders of the company. Where the premises include garages or out-
buildings, the latter remain the property of the company, which acts as lessor.

1. Personal contribution by society members

. The occupants are required to take out shares to a total of at least 10% of the
value of the property; this contribution normally amounts to 20-25% of the value,
the balapce being provided in the form of a low-interest State loan representing a
maximum of 40%, and a further loan by credit institutions. The occupants pay a
monthly sum, depending on the number of shares téken out, to cover repayments and
interest on the loan and menagement costs.

2. Sale of co-operative dwellings

Shareholders may transfer their flats to a third party at any time.

3. Savings gystem in connexion with co-operative housing

No information.

4.  Sepi-municipel joint-stock compeny houses paid for by instalments

To assist those unable to buy the shares necessary for obtaining a flat in a
joint-stock company house of the above-mentioned itype, the local authorities
sometimes take the initiative in building semi-muni-iipal blocks of flats and provide
the sums which the occupants would normally have to pay as personal contributions.
Tenants whg have obtained their flats in this way are allowed to repay the sums so
provided over a period of years (normelly ten), the block of flats then ranking as
an ordinary joint-stock company house operated on the lines described above.

FRANCE

The HLM co-operatives may engage in ordinary letting, in principle, but their
main emphasis is on co-operative letting or transfer to owner-occupancy on the basis
of rental-purchase. ‘

1. Personal gontribution by society members

With ordinary letting {rot a very frequent practice by the co-operatives,
incidentally) the tenant makes no personal corntribution as such, althovgh under the
co-operative statutes he has to teke out at least one share.

With co-operative lefting, on the other hand, the tenant takes out and
immediately pays up shares to thé total amount of the personal contribution he is

required to make (normally 15%) to supplement the loan received by the co-operative.



HOU/Working Paper No. 61/Add.2
page 5

He does not become owner of his dwelling, which remains the co-operative's property,
but merely has a privileged tenancy right deriving from his sharéholdlng. " He pays
rent at a level calculated to ensure the economic soundness of the operation.

Would-be owners are required to opt-for the rental-purchase system and have to
begin by taking out shares to a sum equivalent to the cost of their'prospective
dwelling. In doing so, however, they pay up their shares only to the amount of
their personal contribution (i.e., the amount not covered by the loan granted them
through the medium of the co-operative). The personal contribution usually amounts
to 15% of the cost of construction, with a reduction to 10% for civil servants.

The balance of the shares is paid off by instalments over a period corresponding to
the term of repayment of the loan contracted (30 years for State loans).

In raising his personal contribution, the co-operator may receive assistance,
both under the rental-purchase and co~operative letting arrangements, in the form
of loans of various kinds.(from femily allowance funds, supplementary funds,
employers' loans to staff as eompulsory contributions towards the building drive
~and léans from the co~operative's own Benevolent Fund).

2., Sale of co-operative dwelli

As regards accession to owner-occupancy, the dwelling passes from the
 ”co—operat1ve to the society member once he has completely paid up, and so redeemed,
the shares taken out, Should he die during the redemption period, the ownershlp
devolves in accordance with the compulsory life insurance contracted with the _
National Life Insurance Fund, which becomes liable for repayment of the balance oved
by the co-operator at the time of his death. R

Under co-operative letting arrangements, the co-operative tenant's privileged
tenancy right derives from his shareholding, and is therefore transferable, with
the shareholding, either inter vivos or on account of decease, but the new tenant
must first be approved by the Board of Management of the society, since it still owns
the dwelling: conveyances are always effected, in the case of co-operative. lettings,
by simple transfer of the title deeds. ST

The same applies to accession to ownership so long as the shares have not been
fully paid up on the dwelling, which thus remains the properfy of the . co-operative:
it can be transferred only with the Board of Management's consent, the transfer of
the dwelling being put into effect by the transfer of the shares. On the other

hand, once the ownership of the dwelling has been transferred to the member, change
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of occupancy implies a change of ownership, that the property must therefore
be conveyed.

3. Savings system in connexion with co-operative housing

It should be noted in the first place, that the HLM co-operatives are
co-operative "savings, provident and low-cost housing" societies and are authorized
as such to open savings accounts for their members in which the latter can deposit
their savings in order to build up their personal contributions,

In addition, a building-savings system was instituted under an Act of 15 April
1953 as part of the genefal scheme for.encouraging house-building. Its purpose is
to enable any house-builder (whether a co-operator or not) to invest his savings in
house-building with a body guaranteeing him a steady appreciation of his deposit.
It is important, in fact, for those required to make a personal cash contribution
and unable to do so except by saving over a number of years to be protected against
devaluation. They can have a building-savings book opened for them at a savings
bank or approved institution, and when they need to withdraw their money to start
building the savings are returned to them plus capitalized.interest and a possible
bonus to offset any increase which might have occurred in construction costs (taken
a8 the datum figure) between the date of deposit and the date of withdrawal., The
interest on the deposit is 1% and the maximum depositable amount 500 francs. The
money must be used for building, buying the site or buying or converting a derelict
dwelling or reconditioning one in current use. While depositors are not permitted
to hold more than one building-savings account, separate savings books may be opened

for every member of the family.

HUNGARY

1. Perscnal contribution by society members
The State grants co-operatives the free lease of the land, advances a sub-

sténtial part of the cost of construction and guarantees all sums loaned to
co-operatives. The State loans are repayable over 20 years.

Members contributions consist of & series of monthly payments from the time they
are admitted to co-operative membership up to the time they take possession of the
dwelling, The annual total payments work out at 4% of the cost of construction.

2. Sale of co-operative dwellings

The member becomes owner of the dwelling from the time he takes possession,

and can bequeath it to his heirs.
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Any member leaving the co-operative is entitled to repayment of his contribu-
tionsj if he has already taken possession of the dwelling and the debt has not
been fully paid off, he must return the dwelling to the co-operative, which repays
him the counterpart of his acquired rights, except where his departure is due to
taking up employment with another undertaking which already has a co-operative,
in which case his rights are transferred to the latter.

3. Savings system in connexion with co-operative housing
No information,

LSRAFL

1. Personal contribution by societx members

No information.

2. Sele of co-operative dwellings

Co-operators at present have the hereditary usufruct of their dwellings under
a 99 years' lease. The land itself is nationalized by law.

3. Savings system in connexion with co-operative housing

No information.

IIALY
The co-operatives are of two kinds:
~ owners' co-cperatives which are generally composed of eivil servants or
pensioners. The members acquire ownership by paying anmual instalments
over 35 years, with the possibility of paying off in advance;
- " tenants' co-operatives.
1. Personal contrijution by society members
The tenants'! co-operatives are mainly financed by State loans and advances
from the Deposit and Loan Fund, These sums are repayable over 35 years and can
cover as much as 75% of the cost of construction. In addition, subsidies are
obtainable from the Ministry of Pub;ic Works in 35 annual instalments each
amounting to 4% of the cost.
There is no information as to the amount of personal contributions in the dases
mentioned.
2. Sale of co-operative dwellings
The dwellings are compulsorily transferred to a Provincial People's Housing

Institute in cases where a tenants' co-operative is wound up.

3. Savings system in connexion with co-operative housing

No information.
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NORWAY

1. Personal contribution by society members
The finance is provided as follows:

- State loans at 25% repayable over 100 years and covering 90% of the
total valuation, ‘

-~ supplementary State and municipal loans varying according to the
composition of the family, the borrower's resources and the nature
of the dwelling, ’

- member's contribution,

- the balance in the form of a low-interest bank loan guaranteed by the
municipality. '

The personal contribution varies and appears to be rather small,

The societies also collect a membership fee of 100 kroner.

2 and 3. No information.

NETHERLANDS

The "Building Associations®-are composite in nature, being a cross between
co-operative societies and public bodies. - They are of two kinds:

- workers' associations in which the co-operative aspect is predominant

and which consist solely of the users or prospeetive users of the
dwellings;

- sucieties whose members do not occupy the dwellings-constructed and

which are semi-public in character.

The associations may assume one of three legal forms: ordinary associations
(73%), foundations (23%) and co-operatives (4%). Taken all round, the three types
are sufficiently strongly co-operative in character to allow them to be lumped
together in a single study.

1. Personal contribution by society members

The financial aid may be sufficient to cover the whole of the site and building
costs, and personal contributions appear to be unnecessary under the financing
arrangements applied. |

The requisite funds for buying the site and constructing the dwelling are
advanced by the local authorities to the total amount of the actual ecosts, and they
in turn can obtain loans from the State. The latter does not itself make any

direct loans to the Associations but assumes the contingent risks of non-payment.
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2 Sale of co-operative dwellings

No information.

The local authorities retain the right to take over the dwellings, and any’
aceruing costs, as long as the loan is unredeemed. There seem to be no arrangements
for transfers to owner-occupancy. Members' rights are less extensive than in most
Western European countries but are somewhat greater than those of ordinary tenants.

3. Savings system in &zxggxgmn with co-operative housing

Some of the Associations use their members’ savings to finance additional
construction without State aid.
FEDERAL, REPUBLIC OF GERMANY

The co-operatives make themselves responsible not only for housing construetion
but also for housing management. Sone of them are based on joint ownenship and
tenancy shareholdings and others on owner-occupancy (rural housing co-operatives
being a case in point), '

1. Personal contribution by society members

The member's initial contribution is 5%, but may be 10% and over for would-be
owners., In one case out of three the balance is obtained in the form of a loan :
from the employery private loans may also be contracted to cover contriﬁutions; o
while iﬁ the case of house~-builders' co-operatives the principle of labour
contributions is applied.

2. Sale of co-operative dwellings

No information.

3. Savings system in connexion with co-operative housing

No information,

UNITED KINGDOM

There are two kinds of co-operatives proper (housing societies):

= railway workers' societies (some of which remain owners of the houses -
they build while the others arrange for owner-occupancy} ;

-~ societies based on joint ownership. These include the normal type of
co-operatives (with the tenants not being required to take out shares);
house~builders' co-operatives (the members of which contribute their
labour and have to take out shares); and housing repair societies {which
recondition existing houses and have the tenants as shareholders).
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1. Personal contribution by society members

The railway workers' societies obtain the whole of thelr initial finance fram
the State {Long-term loans).

The other co-operatives enjoy the subsidization faeilities granted by law for
houses built for letting. Loans granted by the State or loecal authorities may
cover up to 90% of the estimated cost of construction, the balance being borne by the
society members. Alternatively, the co-operatives may obtain building society loens
backed by the local authorities and also covering 90% of the estimated cost. The
member's contribution thus amounts to 10%.

2. Sale of co-operative dwellings

In the case of the railway workers' societies which arrange for owner-oceupancy,
the tenants become owners by paying off the loan payments in addition to their rent,
the society being wound up once the loans have been repaid.

3. Savings system in connexion with co-operative housing

No information

SWEDEN

1. Personal contribution by society members

The member's personal contribution is 5%, the balance of the finanece being

covered by mortgage loans:

First mortgage, without amortization, at 3% 60%
Second mortgage, 38%, term 30-40 years 10 or 20%
Third mortgage, 3%, term 40 years (State) 20 or 25%

The 5% personal contribution is supplemented by a membership fee of 10 kronor
and the member also has to take out at least one share in the society (50 kronor).

2. Sale of co-operative dwellings

The system in force is that of tenancy-membership. The members never became
owners of their dwellings but have the right of usufruct during their lifetime.
Members wishing to leave the organization or change their residence may transfer
their rights in the dwelling to anyone approved by the Board of Management. The
transfer conditions are controlled by the parent society (that responsible for
construction - the actual management of the dwellings being vested in the "daughter"
societies consisting of all the occupants of the dwellings), and the authorizedi

price must not exceed the initial price plus the amount paid off by the seller.,
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3. Savings system in connexion with co-operative housing

First mortgage lnans are usually abtained from the Municipal Mortgage Bank
and seoond mortgage loans from the Housing Credit Bank. These are co-Operative
eredit institutions which derive the bulk of their funds frem eo~gperaters' savings
and bond issues, and in most cases they are the parent soeieties responsible for
ecollecting the members' savings,

SWITZERLAND
1, DPersonal contribution by society members

Under the financing arrangements applied, personal contributions cannot exceed
3% of the total cost of constru®tion, as against 10 - 20% in the non-co-operative
sector. During the period of construction, the credits come from Savings Banks or
other credit institutions in the form of short-term loans covered by a first mortgage
on the land, These are replaced by 2% -~ 3% loans secured on the house once
construction is completed.

2., Sale of co-operative dwellings

The normal system applied in Switzerland is that of tenancy-membership, which
means that the dwellings remain the property of the co-operative and are not sold
to the members. These provisions have been waived in the case of certain sspcleties
which had specified that members could acquire ocwnership of their dwellings; but
even where they are sold the land itself remains the property of the co-operative,

The tenant retains the right of usufruct during his lifetime, subject to
eancellation for reasons of a serious nature. He may also withdraw at any time
subject to three months' notice, in which case the co-operative refunds him a sum
corresponding to the amount peid back on the dwelling.

3. Savings system in connexion with co-operative housing

There is no savings system proper in comnexion with co-nperative housing.,
Swite@erland being the country with the most highly developed savings system in Europe,
private savings ~ the ﬁa;p source of housing finance - have led to the development of
a broad network of banks, savings institutions and insurance cempanies from whieh
co-operative bodies may obtain the mortgage loans referred to above., There are also

many co-operative mutusl credit societies.
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UNITED STATES OF AMERICA

There are several different types of co-operatives:

(a) The Co-ventures, whose members become owners of their respective
dwellings once they have been constructed. The co-operative may
then either wind up or continue to function for the purpose of
administering the joint stock or set up a new co-operative for that
purpose; ‘ .

(b) All-the-way co-9peratives, which build dwellings, let them to
members and see to their management;

(e¢) Mutual housing associations, which are set up to administer dwellings
and whose members remain tenants; :

(d) Self-help co-operativesy whose members contribute their labour er
services and acquire ownership of their respective dwellings by rota..

l. Personal contribution by society members

Some of the co-eperatives do mot require any initial contribution from their
members (the mutual housing associations being a case in point).

Others, on the contrary, require payment of a sum fixed either according te
the cost of construction (5-20% according to the particular case) or at a flat
rate (e.g. $500 per room). With the self-help co-operatives, the contribution
takes the form of labour or services.

The member's contribution for all the housing ce-operatives taken bogether
works out at an average of 22% of the cost of construction and 90% ef the cost of
the land,.

2. Sale of co-operative dwellings

Accession to ownership may assume various forms, and may take place on
completion of consﬁructien or by stages,

There is no information concerning the transfer of dwellings by members t
third parties.

8, Savings system in connexion with co-operative housing

Most of the co-operatives are set up on the initiative and under the suspices
of a private or public body (trade union, religious or philanthropic organization
etc.)s There is no information as to the possible r8le of savings in this
connexion,
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for the fourteenth session)

FINANCING OF HOUSING IN EUROPE
Position of housing in over-all financial framework(l)

(Working paper prepared by Mr. A. Andrzejewski, Poland)

The chapter entitled "Pogition of housing in over--all financial framework"
should contain, inter alia, an analysis o: the following questions:

l. Scope and comparability of data

The extent to which housing funds other than those for actual house-building
(e.g. fﬁnds used for modernizing the existing housing stéck,carryingout major
repairs etc.) can and must be recorded should be specified. Under this head, too,
would come the achievement of comparability between the data analyzed from the point
of view of the varying interpretations of national income, investment capital and
building funds.,

2. Housing funds.

The ratios of house~building costs to total building costs, total investments
and the national income should be indicated. An account should be given not only
of the present position in the various countries but also, as far as possible, of
changes in these ratios during the post-war years and developments expected in the
near future. |

3. analysis of differences and their causes

Under this head an analysis should be made both of the differences arising
between countries or groups of countries and of the causes of these differences. The
analysis should cover not only differences in present ratios but also the rate and

regularity of increases in investment loans for building.

(1) The other documents to be published c¢n the financirg of housing are listed in
the last paragraph of document HOU/Working Paper No. 59,
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The analysis might deal with the effects -~ such factors as:
differences in the stagc of economic development reached by the
various countries and the degree of concentration of funds on
investment in btasic industrial expansion;
differences in the industrial investment structure (modernization and
renewal of machinery stocks, or appropriations for new industrial
assets entailing more constructional work);
differences in the structure and age of the housing stock according to
the period when the towns were growing;
differences in the extent to> which social needs are met (ratios of house-
building to the erestion of educational or cultural buildings, hospitals
and clinics etc.);
population trends (rate of natural increment, migration etc.).
It would also be necessary to study how far steady progress in the financing
of building is affected by a certain contradiction due to the fact that house-building
is regarded as one acpect of the general policy of full employment and economic
Stability, and how far house-building is mainly expected in other countries to meet

certain social needs.

* %

Such an analilysis would necessitate the transmission by all countries of data
covering a very wide field, as already stated by the Secretariat, and also showing
the distribution of investments in sectors other than house~building.

In the case of the countries of eastern Europe, it would be essential to take
all investments into account, i.c. invéstments under the central and local plans as
 well as those outside the plans derived from the socialized undertakings' own funds

and from private sources.,



RESTRICTED

HOU/Working Paper No,61/Add.4
3 May 1957

Original: ENGLISH

ECONOMIC COMMISSION FOR EUROPE
HOUSING COMMITTEE, e

(Item 5 of the provisional agenda
of the fourteenth session) .

FINANCING OF HOUSING IN EUROPE

(1)

Housing Subgidies

Note by the Secretariat

In the first paper(a) prepared for this enquiry on the financing of housing,
th; main factors influencing publie policy with regard to the supply and financing'
of new dwellings in the post-war period were examined, In the present paeper the
term "housing subsidy" is interpreted in a very broad sense and in fact the paper
discusses and analyzes the ways in which public financial aid is given to housing.
Essentially, the approaches covered are: building for the account of publie
authorities for letting; the granting of loans, which normaliy involves special
terms, particularly so far as the rest of interest charged is concerned, or
alternatively, or perhaps additionally, special arrangements with 1 z¥®s to the
period of amortization; and direct capital and annual subsidies, Essentially,
the eriterion is a financial contributien, direct or indirect, making up the
difference between the real cost of a house and the price charged to the occupant,
whether as a buyer or a tenant, If this critericn is teken, then the apparent
wide difference between subsidy principle in eestoerrn and western Europe disappears,

Other aspects of the problem of public aid fcr the financing of housing are
discussed in other pepers contributed to this enquiny.(s)

(1) The other papers on the financing of housing, to be issued, are listed in the
last paragraph of HOU/Working Peper No., 59.

{2) "Economic and Financial Problems of Housing", HOU/Working Paper No, 61,
11 April 1957.

(3) For a preliminary discussion of the problem as a whole, including a systematic
classification, see "European Housing Progress and Policies in 1953"
(E/ECE/189, Geneva, 1954),

@94
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One of the most important decisions to be made in framing housing policy is
the extent to which it is desirable and possible to subsidize dwelling construction.
The two major objectives of housing policy should be to achieve a reasonably high
level of output having regard to resources and ¢ver-all requirements and to ensure
that all familiéé are enabled to obtain a dwelling corresponding to their reasonable
needs, A further post-war objective on a somewhat different footing, now becoming
less strong, has been that of using subsidies to keep down the general level of
rents(l).

Pactors which influence the number of dwellings erected in a country include,
apart from housing subsidies, the general investment policy, the resources in labour
and materials of the building industry, the general economic and financial situaticn,
the cost of house building, the credit facilities available, the acuteness of the
housing shortage, the range of incomes and the distribution of the population, A
coherent housing policy must reflect all these factors and the decision as to the

.number and kind of dwellings to be subsidized must be made with due regard to the
effect of such factors on housing output and on the distribution among the various
categories of needs of the dwellings provided, A subsidy'system which is not fully
integrated with all these factors can militate in the long run against a successful
housing policy. For exemple, if subsidies are given without due regard to the range
of incomes, the amount of subsidies will be reduced for those who really need them
with the result that effoective demand for housing is reduced and the social
objectives of housing policy stultified., Also, the granting of subsidies without
due regard to financial need could result in an excessive outlay on subsidies which
could not be borne without strain, necessitating in the long run adjustments which
might disrupt the flow of housing and disorganize the building industry, It
subgidies are not so designed as to avoid inflating building costs, output will
tend to be less than it might be if costs were lower, Excessive reliance on

public credit facilities and failure to stimulate private investment in housing can

limit output and possibly be a disincentive to reducing costs,

(l) The way in which, in combining rent and subsidy policy, countries have in
the post-war period fallen into two categories - those who have been concerned
to promote a generally low level of rents for new dwellings and those who
have essentially tried to establish particularly low rents for special social
groups (normally the less industrialized countries) - is described and
discussed in Part II, Secticn 2 of "European Housing Developments and
Pclicies in 1954" (E/ECE/209, Geneva 1955),
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This paper falls into three distinct ssctions:

l, The »slation of housing subsidies to housing output and the soecial
distribution of output;

2. The relation of subsidies to the financial circumstances of the occupant; and
3. The relation between housing subsidies and the cost of house building,
Each of thege sections ends with a number of tentative conclusions or points presented
as a basis fcr discussion, In the time available it has not been possible to present
a full analysis of the material collected, and the presentation in each section is
largely descriptive of the position country by country. At a later stage a full
analysis will be undertaken,

1. The relation of housing subsi”ies_to housing output and the social distribution
of output
Table 1 illustrates the decisicns that have been made in nineteen individuel

countries, as reflected by the position in 1955, on the number of dwellings in respect

of which public financial aid is provided, . In all, somewhat less than 60 per cont
of total output in the ninetecn countries was subsidized, There was considerable
variation between the individual countries in the proportion of dwellings subsidized,
ranging from 100 per cent in Czechovlovakia'to 7 per cent in Switzerland, These
variations emphasize the fact thah subsidy policy is bound up with many other factors
which vary ;n importance from country to country, On the other hand the fact that
countries have so many différen' soluvions fc 8 common problem suggests that each
country may ‘learn somethlng o“ valus to it. in its own partﬂcular circumstances from
a comparative analysis of sub31dy policy and methods in other c.untries,

The level of output achievoq may be regarded as one criterion of the effectiveness
of subsidy policy, Table 1 shows, howevor, that variations in subsidy policy are not
consistently matched by corresponding variations in the level of output as measured by
the number of dwellings ‘erected per *housand inhabitants, Output in Czechoslovakia,
where all dwelllngs are subsidized, was 3,9 per thousand irhabitants as compared with
7.7 per cent in Switiefland where only 7 per cent of dwellings are subsidized, On
the other'hand, the level of output in Sweden was the same as in Switzerland but
80 to 90 pér cent of dwellings were subsidized. In Denmark the proportion of
dwellings subsidized was approximately the same as in Sweden but the output was
5,4 per thousand inhabitants as compared with 7,9 in Sweden, The proportion of
dwellings subsidized in Western Germany and Yugoslavia was approximately the same,

A ar U5



HOU/Working Paper No,61/Add.4

page 4
Table 1
Dwellings in receipt of Public Financial Assistance in 1955
BZiiil;fégi fin Estimated number
public financial cf dwellings in Total eutput
Country AN Total output | receipt of public{ per 1,000

assistance, as financial assist-] imhabitants

percentage of ance 7]

total output

(thousands) (thousands)

Austria 60~70 41,6 27.0 6,0
Belgium 60~70 44,6 29,0 5.0
Czechoslovakia 100 50,6 50,6 3,9
Denmark 80~90 24,0 20.4 5,4
France(a) 91 172.0 157.0 4,0
Ireland 95 9.8 9.3 3.3
Italy 35-45 215,9 86,4 4.5
Netherlands 96 61.9 59.4 5,8
Norway 7080 32,1 24,1 9.4
Poland 72 94,0 67,7 3.4
Romania 28 55,9 15,6 3.2
Spain 73 112.2 81,9 4.2
Sweden 80-90 57.7 49,0 7,9
Switzerland 7 39.4 2,8 79
Turkey 25-33,33 58,5(b) 17.5 10,1
USSR 51 1,512,0 772,0 77T
United Kingdom 61 324,0 207,9 6.4
Western Germany 50(e¢) 542,0 271,0 10,6
Yugoslavia 53 29,7 15,7 1.7
~  Total 56 3,477.,9 1,964,3 -
Sources: Austria, Belgium, Denmark, Italy, Norway, Sweden, Bank of International

Settlements, 26th Annual Repsrt, Basle, June 1956, page T2,
- France, United Kingdsm, Official Statistics.
- Ireland, Netherlands, Poland, Romania, Spain, Switzerland, Turkey,

Western Germany, Yugoslavia:

Official information supplied,

- Czechoslovakia and USSR: Quarterly Bulletin of Housing and Building
Statistics for Europe, 1956, Vol, IV, Nos, 2 and 3,
Czechosleovakia, recent infermation received suggests there was some
unaided house<building prior to 1956 but this information has yet to

be clarified,

In the case of

In the case of the USSR, it would appear from

"Sovietskoe Gosudarstvo i Prave" No, 7, Moscow, 1956, pages 61 and
62, that about 100,000 dwellings (or 3,5 million m2) were privately
erected in 1955 with State loans,

(a) New dwellings only.
(b) Estimated output in urban areas anly,

(¢) Excludes dwellings erected with tax concessions,

If these are included;

publicly~assisted housing would be 90 to 95 per cent of {total output,
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yeb Western Germany had the highest output in Europe with 10.6 dweilings per thousand
inhabitants whereas Yugdslavia had ths lowest with 1.7 dwellings per thousand
inhabitants,. Generally, there appears to be no eonsigtent correlation between the
proportion of dwellings subsidized and the level of output; it would seem that the
other factors mentioned above tend to be the principal determinants of the level of
output attained, Examples of this can be seen in many countries. In eastern
European countries over-all investment policy is the main determinant of housing
output; the lesser role of subsidies can be seen in the fact that while output per
thousand iphabitants does not differ signiflcantly in Czechoslovakia and Romania,
only 24 per cent of dwellings are subsidized in Romania as compared with 100 per
cent in Czechoslovakia, In France and Yugoslavia, the resources of the building
industry are a criticel restraining faotor, In Switzerland, the United Kingdom and
Western Germany well-organized private crediﬁ markets facilitate a high level of
unaided housing.

On the whole, therefore, it is probable that the real importence of subsidies
lies less in the direction of increasing output than in the c¢ther directions.
Principal among these is the influence subsidies exert on the social needs which
new dwellings meets In Italy, Switzerland and Turkey, the three countries with
‘the lowest proportions of subsidized dwellings in 1955, the bulk of the outputb
wag beyond the means of lower~income families, If the main purpose and effect of
gsubsidies is to give a social directién to housing outpub, it is important that
subsidies be given in accordance with a clear social policy.

In this connexion, the wide variations between the proportions of dwellings -
subsidized in individual countries and the fact that in many countries proportions
of from 70 to 95 per cent of dwellings are subsidized underlines the importance
of a comparative study of the social direction given to housing in the individual,
countries, , _

Table 2 illustrates, in respect of selected western European countries for which.
particulars are available, the distribution of hcousing output and sub31dies in 1955
or 1956 between the two main categori es of agencies providing dwellings, viz, public
bodies and non-profit bodies on the one hand and private enterprise including
private individuals on the other,. In general it appears reasonable to suppose that
dwellings provided by public and® non-profit bodies in the countries covered by the
Table are in the main intended for occupatien by the lower wage—earning classes, s8ssgy,
from the skilled tradesman level down, while private house-building is intended
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for the income classes from the skilled tradesman level upwards, In all, something
over 40 per cent of total housing output covered by the Table was provided by public
bodies and housing associations; this represented nearly 70 per cent of total
subsidized output. . There was considerable variation between countries in the
proportion of subsidized dwellings devoted to lower-income needs (on the assumption
that these are catered for by the public and non-profit bodies), varying from

100 per cent in the United'Kingdom(l) to 36 per cent in France with Western Germany
approximating closely to the over-all average. ”

Various methods have been adopted by countries to give a social direction to
housing by means of public financial assistance,

In Austria, where public finenciel aid is mainly given by way of low~interest
loans from housing funds controlled by the L#nder, it is stipulated that one=quarter
of the funds must be devoted to municipality housing, one-quarter to non- and lowe
profit housing associatiens, one-quarter to private builders and oné-quarter to the
replacement of emergency housing, In this way, from half tc three-guarters of the
public funds available for housing is utilized for housing for the lower-~income
families, depending on the extent to which cmergency housing is occupied by such
families., This system of allocation of the capital for housing appears to be the
only means whereby a social direction is given to housing, since the terms of the
lpans are the same for all categories and additional public financial aid in the
form of mortgage guarantees, interest subsidy on private loans and lump-sum grants

appear also to be available on the same terms for all categories of builders,

(1) since, however, in 1955 local authorities in the United Kingdom weré still
building for general needs with the aid of subsidies, the dwellings provided
by them were not necessarily for the lower-income groups. A greater
proportion of local authority dwellings, however, probably did go to
lower-income groups in that year, when private housing was 40 per cent of
total output, than in earlier years when there was virtually no private
housing,



Table 2

;Agencies‘Ereeting Subsidized Housing in Selected Uestern Furopean Countries

Public.boq1§§ and(h§using Private enterprise Total Total
- assoclations \e number of | number of |
Country - Year ' 5Peréenta e of] Percentage} Percentage of|Percentage dwel}i§gs dwellings
Number  |total sabsi- | of total | Number |total subsi- | of total | Sucsidized) erected
(000's) |dized output | housing (000ts) |dized outpub output (000!s) (0001ts)
Belgium) (1955 21.9 - 76 49 74 24, 16 29.0 41.6
Denmar 1956 8.4 56 51 6.5 Lh L0 14.9 16.4
France ?l) 1955 57.0 36 33 100.0 64 58 157.0 172.0
Ireland 1956 4.2 Co4L 40 5.9 59 55 10.1 10.6
Netherlands {1956 34.7 54 1 51 30,0 46 4, 647 68.3
Spain () 1955 | © 57.3 70 51 24.6 30 22 81.9 112.2
Sweden 1955 3.0 | 6 54, 17.5 36 31 48.5 " 57.0
United Kingdom 1956(d) 176.1 - 100 58 - - - 176.1 300.2
Western Germeany] 1955 180.0 66 33 91.0 34 17 271.0 542.0
Total "570.6 i 67 ) 1 43 282.6 ' 33 21 853.2 1320.3

Notes and Sources: - Denmerk, France, Ireland, Netherlands, United Kingdom: Official statistics,
‘ - Spain and Western Germasny: Official information supplied by Governments to the Secretariat.
- Belgium - The dwellings shown in the column for public bodies and housing associations
are those erected by the "Société nationale des habitations et logements & bon marche”
(National Low-Cost Housing Society); the number of dwellings is taken from the International
' Housing Bulletin, European Regional Organization of the International Confederation of Free
. ' Trade Unions (ERO/ICFTU), March 1957. The total number of dwellings subsidized is drawn
: from Table 1, '
— Sweden — Official statistics for building agencies and Table 1 for number of dwellings

‘ subsidized..
(a) Including non-profit associations and co-operative (¢) New dwellings only.
SOCletleg‘ o 7 - (d) Subsidized dwellings excludes those in respect
(b) Urban areas only.’ - ~ - . -~ = = . of which the public financial assistance

consists of tax concessions only.

), 98ud
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In Belgium, thereis no public housing in the sense of dwellings provided by
public authorities and financed entirely out of public funds; There are those
semi-public housing bodles, however, which are intended to cater for the needs of
‘low~income families. The "Société nationale des habitations et logements & bon
marché" (National Lowwcost Housing Society) with its affiliated local societies
provides dwellings mainly for renting, while the National Smallholders Society and
-the Large Families Housing Fund give loans to their special categories of owner-
oceupiers, State action to provide a social direction to the use of housing |
capital principally consists in giving interest subsidies to these bodies t0 enable
‘the National Low-—cost Housing Society to loan to its affiliated societies at 1 per
cent, the National Smallholders Soclety at 2,75 per cent and the Large Families
Housing Fund at rates ranging from 0,75 to 3.5 per cent, depending on the size of
the family, Housing for miners receives special interest subsidies which may
reduce the rate of interest to as low as 0.5 per cent, The private mortgage
interest rate 1s 6 per cent, In addition, the semi~public General Savings and
Retirement Fund, which provides about one~fifth of the total housing capital,
provides the entire capital of the Large Familles Housing Fund and a portion of
the capital of the other two societies, Since uwnaffiliated owner—ocoupiers mey alse
obtain loans from the General Fund, it is not clear if the capital provided by the
General Fund is allécated in accordance with social principles apart from the
allocation to the Large Families Fund, Although the dwellings provided by or
through the thres semi~public bodies are intended for lower-~income families, there
do not appear to be strict tests of eligibility for these houses, including an
income qualification, The rented dwellings of the National Low-cost Housing
Soclety appear to be available to all income classes who desire rented dwellings.

In addition to the state interest subsidies and the semi-public loans_from the
General Fund, capital grants are paid by the state in respect of all dwellings
within certain cost and size limits., Apart from whatever social direction is
given by these cost and size limits, the grants are available to all income classes.
It is'significant, however, that probably about one-~third of dwellings are provided
without.recourse to public financial assistance either by grant or loan, This
suggests that the cost and size limits imposed on houses qualifying for grants are
sufficiently low {0 deter applicationg from those in a position to finance dwellings
of better quality.
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In Denmarkv/bublic financial aid to housing ébnsists of low-~cost loans on
third priority, annual subsidies and capital subsidies in special cases. As in
Austria, tho public capital funds are allocated in accordance with a fixed
scheme between the various social categories of housing. Half the public funds
are allocated to so-called social housing provided by non-profit housing associations
under the aegis of municipalities and by the municipalities themselves; 15 per cent
is allocated to dwellings erected for ownermoccupation by persons below a certain
income level; 27.5 per cent is allocated to dwellings erected for owner-occupation
or renting without any income gqualifications and 7.5 per cent is reserved for
special kinds of building such as homes for old people, student hostels, nursery
schools and certein communal buildings. Apart fiom the over-all social directipn
given to housing by the foregoing system of allocation of capital; "social® '
housing obtains annual and certain capital subsidies, These forms of public aid,
however, are of secondary importance to the allocation of capital in determining
the distribution of housing output between the various social categories but will
be considered below in comnexion with the relation of subsidies to individual
financial need, The income 1imits prescrlbed for "social" housing are well

=_above the average income, and, in practlce, a:melatively large number of persons

w1th incomes above the limit obtain these dwellings, the object being to provide
a mixed estate, : -
L ML X

priority which, however, have not exceeded 15 per cent of total housing investment
in recent years, These loans appear to be allocated where possible to the most
needy applicants bub,in practice, since down~peyments for dwellings are from 20

. to 25 per cont of cost and since needy applicants have experienced difficulties in
obtaining first priority privaté loans, the‘possibility of giving the state loans
+t0 the most deserving social classes has been 1imited. ’

In France(l) public or semi-public loans for housing are available from the
Caisse des DépBts et Consignations, the Crédit Foncier and the "Sous~Comptoir des
entrepreneurs" but the total amount is limited, The funds available from the
Caisse are allocated to the "Habitations & loyer modéré" (HIM) non-profit

organizations which cater for the needs of lower-income families., The funds

(1) "Financing Workers' Housing'", Copenhagen - Brussels 1956, report prepared by
H, Umrath on behalf of the Standing Housing Committes of ERO/ICFTU, is one
of the sources drawn on in this paragraph,
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available from the other two bodies are used fo issue supplementary loans in respect
of dwellings other than HIM dwellings but it is not clear to what extent the
opportunity is taken to divert these funds to housing for lower~income families,

To assist the diversion of private capital to HIM dwellings, the state gives
subsidies in reduction of loan charges on private loans for such dwellings but the
total amount of such subsidies is limited by annual budgetary considerations, A
further measure to stimulate the provision of private capital for housing is tho
legal requirement that employers in trade or industry with ten or more employees
must invest in housing 1 per cént of total wages paid. Except in the. case of the
nationalized coal administration, which is obliged to provide dwellings for miners,
there do not appear to be any stipulations as to the type of housing in which these
funds should be jinvested, State public aid to housing consists principally of
annual subsidies, These subsidies are available to all income classes but persons
of moderate means can obtain & higher annual subsidy, In addition, housing
allowances are paid to relate rents of old and now dwellings to rent-paying capacity.
Apart from the HIM dwellings, the bulk of subsidized dwellings appear to be beyond
the means of lower-income families because of the difficulty in obtaining capital
financing with consequent high down-payments. The limited public funds available
for capital financing make it difficult for the State to ensure a greater concentration
of housing output in the sector catering for lower-income families, Also, the
building industry is fully occupied and, in the competition for the available
resources, housing for higher—income classes probably attracts resources better than
low~cost housing in the absence of & system of priorities,

In Ireland, housing for lower-income families is provided by the local
authorities. The state ensures optimum output by the local authorities by providing
the capital required either in toto or, in the case of the two major municipalities,
to supplement capital raised through stock issues, The fact that in recent years
output by local authorities has been less than that of private builders catering for
higher-income families is attributable to the progress made by local authorities in
earlier years in eliminating housing shortages; since the population is static
or declining the need for a continued high housing output is reduced, The state
has also provided the bulk of the capital for private housing but in the last year

or so, when balance-of-payments problems necessitated a reduction in capital

-y
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Anvestment, priority was given to local authority housing, A system of mortgage
guarantees was introduced to encourage the reliance of private builders on private
capital. Since the public loans for housing are at economic rates of interest,
subsidies are given in the form of annual subsidies in the case of local-authority
housing and capital grants in the case of private housing. The state subsidies
given to localmauthority housing are much heavier than those to private housing,
The former are usually equivalent to capital grants of one~third or two-thirds of
normal cost in urban areas (the higher rate being payable in respect of a slum~
clearance or similar special dwelling) and three~fifths in rural areas, whereas the
state capital grant to private housing usually represents at most 15 per cent of
cost, Lower~income persons are encouraged to erect a house for owner-ocoupation,
instead of looking to the local authority for a rented dwelling, by the possibility
of obtaining special cepital grants from local authorities often equivalent to half
the state grant,

In the Netherlands, the capital for housing is raised in the market so that
direct apportiomnment of capital to the various social categories of housing is not
possible, Over~all housing output is safeguarded by giving house~building and
industrial construction priority over other forms of comstruction. The proportion
of output devoted to housing for lower-income families depends on the initiative
of municipalities and of housing associations whose capital requirements are provided
by the municipalities, These bodies appear to be active and enterprising but
housing policy is directed to giving increased emphasis to assisting private
enterprise housing, particularly for owner-woccupation., As appears from Table 2,
nearly half the housing output is now in the private sector; up to 1954 the share
of the private sector was 35 per cent, State capital grants of about 20 per .cent
of total cost are available for private housing without income qualifications, As -
a result, only about 4 per cent of housing output in 1954, as shown in Table 2,
was unsubsidized, Recognition is given to the fact that the policy of stimulating
private housing for owner-occupation and the reduction in the share of municipalities
and housing associations in housing activity; may be detrimental to the provision of:
housing for lower-income families, A special state annual subsidy for ten years’
equivalent in all to 25 per cent of the normal state grant is paid to lower~income -
owner-~occupiers who can alsc obtain mortgage guarantees from certain municipalities,
This appears to have not been sufficient to stimulate owner-occupation among lower-
income families and administrative arrangements are now in train to give effect to.
proposals for additional subsidies and mortgage guarantees for workers! and lower-
middle~class families,
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In Norway, the sparsely distributed population does not provide scope for
public housing bodies and the bulk of new dwellings are privately erected for
owneréocpupation. Approximately three-quarters of dwellings are orected with the
aid of loans and grants from the two State Housing Banks, There does not appear
to be any formal allocation of the loan capital between the various income groups
and no income limits are enforced, The capital grants are subject to income
limits but these limits are rather wide and in practice applications for grants are
rarely refused, Thé main method whereby a social direction is given to housing
is in the size~limits imposed as regards dwellings which qualify for loans and
grants, The maximum limit is 100 m? and this limit appears to have appreciable
effect, since from 25 to 30 per cent of dwellings are erected without recourse to
public financial aid, An investigation of applicants in 1955 for loans to the
State Housing Bank showed that 90 per cent of personal applicants and of members of
certain co~operative building societies belonged to the social categories ''workers
and foremen" and "employees", It may be noted that the income range in Norway is
smaller than in other western European countries with bigger populations and more
complex economies., Apart from the social direction given to public financial aid
by the limitations imposed on the size of dwellings eligible for it, a certain
encouragement is given to housing for lower~income families by giving greater loans
to co~operative societies and to individual owner-occupiers than to other applicants,
Also, an interest rebate is granted to families with several children, in areas which
contain about two~thirds of the dwellings financed by the State Housing Bank, It is
recognized, however, that the system of public aid generally is not sufficiently
welghted in favour of special needs as distinet from average needs and legislative
proporals to correct the weighting are at present under discussion, '

In Italy, public capital funds provided for housing represented in 1955 about
13 per cent of total investmant, All these funds were allocated to a number of
gpecial houslng programmes for the lower-income families, There is a special
state slum~clearance programme designed to construct 120,000 dwellings in seven
years; these dwellings are designed to rehouse the very poor families living in caves
and huts ete, The INA-Casa housing programme, financed as to more than half by a
special tax on wages and salaries, envisages the erection of about 30,000 dwellings
per annum; these houses are allocated under a system of priority to lower-income
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families in urgent need of re-housing. Tiblic loan capital and subsidies are also
given to certain non-profit co--operative societies and to individuals; these
dwellings are mainly intended for lower-income employees of the state and public
undertakings. In 1954, the number of rooms provided with direct public financial
aild represented less than 30 per cent of total output. It seems clear that the
publicly aided dwellings are carefully reserved for the lower-income families;

the real problem in Italy is that the total funds available for public aid to
housing are limited by reason of budgetary and general financial difficulties, The
situation resembles that in France but the social policy pursued as regards the
allocation of available funds differs in the two countries.

In Portugal, loan capital for housing is supplied from the State General Fund
for Deposits and Welfare but information as to the proportion these funds form of
total hcusing investment is not at present availavle, The funds, however, appear to
be allocated entirely to housing for lower-income families within strict income
limits, The state and municipalities are actively engaged in house construction and
their effor’s are supplementsd by the Misericordias, traditional non-profit social
institutions which exist in all cantons, and a special board for fisherments
housing,

In Spain, public funds provide about 55 per cent of total investment in
housing, These funds are allocabed in accordance with the selection made by the
National Housing Institute from the applications for lczns recsived, This selection
is made in accordance with socigl policy, c;g, dwallings for lotting are preferred
to dwellings for sale, and the housing needs in the difforent areas and the quallty,
rent or selling price of the dwellings are taken into ascount. The Institute
has reserved 25 per cent for dwellings constructed by the Trade Union Agency for
Homes, which caters for housing for tihe lower-income families, The capital
available from private credit agencics is also apportioned betwsen the different
categories of dwellings by the National Housing Institute, Housing policy is
directed, however, to reducing the activities of municipalities and the Trade
Union Agency in favour of private participation in housing, As part of this policy
undertakings with morc than fifty workers in newly indvstii~li=-4 srucs are required
to construct over a period of five years encugh houszs for 20 per cent of their

workers, Industrial concorns suuting up new plnnh or expanding thelr éxisting plant
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and certain other large undertakings must provide dwellings for their employees if
there is a housing shortage in the area, For the future the role of public and
semi-public bodies is to supplement the housing activities of private individuals
and concerns, where such activities are inadequate or result in the provision of
dwellings beyond the means of workers, Housing output has risen considerably in
Spein under the new housing policy,; but the precise effects of the change on the
proportion of dwellings provided within the neans of lower-income families are not
yet apparent, In Table 2 it has been shown that 70 per cent of subsidized housing
in Spain in 1955 was provided by public or non-profit bodies; in the programme for
1956, the first year in which the new policy has operated, housing by industrial
concerns and private persons amounted to 50 per cent of subsidized housing,

In Sweden, state assistance to housing consists of supplementary loans,
frequently a capital subsidy, and certain annual subsidics, There does not appear
to be any formal allocation of public loans between the different categories of
housing, As in the Netherlands, the social direcction given to housing depends on
the initiative of municipalities and co-operative societies and both types of bodies
are extremely active resulting in the provision by them in 1955, as can be seen in
Table 2, of about two~thirds of subsidized oubput, Bigger state loans are granted
to municipalities and co-operative cocieties than to private builders, Private
loans usually cover up to 70 per cent of cost; the state loan may cover the
remainder, in the case of municipalities, up %o 100 per cent, in the case of
co~operative soclieties up to 95 per cent and in the case of private builders up to
85 per cent, The capital and annual subsidies do not differ between the different
housing sectors,

In Turkey, where between one-quarter and one~third of output in urban areas
receives state aid in the form of loans, new ¢wellings generally are beyond the means
of lower~income families, The Real Estate Credit Bank of Turkey is required to
devote 55 per cent of its investments to housing bubt this housing investment does not
appear to be actively directed into housing for lower-income families, Generally a
substantial part of the funds of the Bank finds its way into housing which is too
expensive for low-income families. The Workers Insurance Agency, another important
gource of public housin,» loans, provides lcans for persons who form housing .
co~operatives and are contributors to the oli-age insurance fund, Again, however,

these funds go into housing beyond the means of lower--income families,
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In Switzerland, where only 7 per cent of dwellings are subsidized, unsubsidized
dwellings are too expensive for lower-income families, The subsidies that are
given, however, in the form of loans and grants by a few cantonal authorities are
reserved for low-income families by strict income limits., The problem in
Switzorland is rather the abgence of an adequate amount of subsidies than failure

.., to direct them in the most socially desirable direction,

In the United Kingdom, postewar housing policy until recent years was to

have local authorities provide practically all new subsidized dwellings, Up to
1953, 90 per cemt of output wes by local authorities, In eddition, until recent
years annual housing output was restricted to a lovel of about 200,000 houses, It
was considersd, in view of the restricted output permitted, that local authorities
“were the bhesgt agency to euewre that new subsidized dwellings‘were allocated in
accordance with sdcial_need. In recent years an output in excess of 300,000 has
been permitted and the official policy is to have local authorities provide somewhat
more than 40 per cent of output for renting, The balance of the output would

be private unassisted housing practically entirely for owner-oeccupation, Under
the earlier poliqy; because of the virtual absence of any other housing,aéénoie;;
local authorities were building subsidized dwellings for general needs éhd not )
necessarily for lower-income families. Housing need rather than financial need
was the criterion for tenancy of a sulisidized dwelling., With the growth of privete
unagsisted housing, loeal authorities are reverting to their traditional role of
building for lower-—income families, The subsidies for general needs have been
withdrewn in England and Wales but will be retained for a further period in Scotland
because of the more acute shortages there, In England end Wales subsidies will be
virtually confined to slumwclearance operations and the housing of persons in new
towns and those overspilled fﬁpm congested areas, At the same time, locai
authorities are being encouraged to re-adjust existing rents so as to relate them
moxre clésely to rent~-paying oapacity than was done when local authorities were
building for general needs and not only for lower-income families, This may be
scen as an attempt to re-assert the traditional role of housing authorities and
subsidies in the United Kinéﬁom,
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In Western Germany, public aid to housing consists mainly of low~cost loans to
so-called "social" housing, This housing is in general reserved for those within
the income limit of the social-~welfare code, but that limit may be exceeded in
respect of dependents or in the case of special categories, such as disabled
persons and war widpws. - Within the income limits an order of priority of housing
need is established and in recent years 60 to 65 per cent of social housing went to
expellees, refugees, bombed-out persons etc, The income limits, however, appear
to be rather wide and housing need rather than financial need seems to be the
criterion for social housing, The position of particularly low-income families not
falling within the special-need groups was recognized in the Seecond Housing Act
of 1956. Such families were also given priority for new dwellings provided other
low~rent dwellings of the existing housing stock are not available for them,
Approximately half of the total housing output falls ﬁithin the social housing
sector, = The other half is erected without direct public aid but important tax
concessions are afforded, No income limits are in force for occupation of these
dwellings and the rents would appear to.be beyond the means of lower-income families,
Within the sociél housing sector approximately two-thirds of dwellings were provided
by public bodies (negligible) and non-profit associations, Owing to the acute

.housing shortage and the consequent emphasis on housing need in the allocation of
dwellings, housing in the public and non-profit sector appears to be akin to the
type of housing provided by local authorities in the United Kingdom before the more
recent changes in policy there,

Table 3 illustrates the division of publicly aided housing in 1955 and 1956, in
selected eastern European countries, between the public and the private sector,

The general average of the proportion in' the public sector is 86 per c¢ent as compared
with 67 per cent in the western Buropean countries covered by Table 2, Since all
housing in the public sector in eastern European countries is based on extremely low,
cften nominal, rents, it is within the means of low-income families, In view,
however, of the acute housing shortages generally in eastern Europe and the _
relatively small size of the private sector, the public housing undertakings have to
meet general needs as distinct from the special needs of the lower—income families,
The extent to which low-income families obtain new publicly built dwellings will
depend, therefore, on the system of allocation adopted by the publie housing
autherities,
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Publie housing in eastern Europe is generally undertaken by the publfc'
commercial, administrative, political and social bodies, each body usually providing
housing for its own employees, Some administrative bodies may also undertake
housing for the general population apart from their employees;

In Czechoslovakia, allocation of housing appears to be co~ordinated through
local officers of a National Committee, Bodies providing dwellings may recommend
to the National Committee the allocation of such dwellings to employees of the
bodies who are in permanent employment, do not possess a dwelling of their own,
live in an unhygienic or overerowled dwelling or are being evicted, The importance
of each employee for the body's activities is a relevant factor im determining the
order of priority, In general, it would appear'that housing need is the eriterion
for a new dwelling and that differences in financial circumstances do mnot welgh
heavily, '

In Polend most of the new public dwellingé were allocated directly by the
building undertakings. Some of the dwellings were given to the worst-~housed
inhebitants of the towns, regardless of which undertaking they were employed by,
and who were designated by the local soviets, Since 1 January 1957, however, the
assigning of most houses has been entrusted to the local soviets, 1In assigning
houses, no income distinctions are made.

In the USER, the general principle that each enterprise or body allocates
housing to its own workers appears to apply. Housing need seems to be the principal
criterion, as in Czechoslovakia and Poland, The private sector is relatively
somewhat greater in the USSR than in the other two countries since, as has been noted
in Table 1, about half the total housing oﬁtput in the USSR is publicly-aided as
compared with 100 per cent in Czechoslovakia and 72 per cent in Poland, This greater
area of private building, publicly assisted or not, tends to draw off demand from the
higher—income families for publicly provided dwellings., The rent system provides for
a lower rent for those on very low incomes but it is not clear to what extent the
system of allocation of dwellings makes provision for these persons, who might tend
not to be employed in the public enterprises and undértakings whieh provide the
dwellings, |

In Yugoslavia the practice is that the public body providing dwellings allocates
them to its workers and employees in accordance with its own judgment, The
communities provide dwellings for their own employees and also for members of the
general public whose dwellings have been demolished in town-plenning programmes or
have been otherwise destroyed, Again, housing need unrelated to income qualifications
appears to be the basis of the selection of tenants,



Table 3 }
Type of Housing Subsidized in Eastern Eurgpean Countries

Housing bz publie bodies Prlvaﬁi»g?bs;dlzed‘Hou51ng Total Total
Country Year Percentage ofiPercentage Percentage of|Pereentage 2:2?;; of gumgi? of
Number |total subsi- lof total | Number |[total subsi= |of total suboi diﬂg‘; we s
(000!s) dized erected (0001s) dized erected “ erecte
Czechoslovakia | 1955 35.2 70 70 15.4 30 30 50.6 50.6
Poland 1956 56.0 % 60 . 4.0 6 4 60.0 | 94.0
Romania 1955 11,1 71 19 45 29 8 15.6 - 55.9
USSR 1955 €72.0 87 bd, 100.0 13 7 772.0 1,512.0
Yugoslavia 1 1955 8.2 52 28 7.5 48 25 15.7 29,7
Total 782,5 86 45 131.4 14 .8 913.9 1,742.2

Sources: -~ Czechoslovakia and USSR: Quarterly Bulletin of Housing and Building Statistics, ECE, Geneva, Vol IV,
Nos. 2 and 3, “Jénuary 1957 and Table 1.

~ Poland, Romania and Yugoslavia: Official information supplied by Governments to the Secretariat.
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The following btontative conclusions are put forward as n basis for discussion:

(1)

(11)

(111)

(iv)

(v)

the role of public financial assistance as such in stimulating the output

of house coﬁstruction appears to be less than issametimes tought, and where
govermments desire to achieve a high level of house construction methods
other than subsidies appear to be necessary; in some countries unaided .
private enterprise can and has in fact achieved a high level of output;.
where public finencial aid is given in the form of public-loan capital,

the aveilable funds should be distributed between the various social
categorics of housing in accordince witl o fixsd scheme based on the needs
of each social cntegory. Since the financial need is greatest in the case
of lower~income families care should be taken t0 ensuré thot the income
limits of the category of housing intended for such fmmilies are so drawn
as to ensure that the needs of the lowest-income families are not neglected;
where public-loan capital does not form the mejor method of assistance, the
needs of the lower-income families can usually be met only if there are
sufficiently active public bodies and non-profit asscciations to take the
initiative in catering for the needs of lower-incomc families;

limitations on the size and cost of dwellings which gualify for public aid
may prove sufficient to ensure a socisl direction to housing in countries
where (i) and (ii) are not appropriate, provided the limits merk a definite
boundary between the preferences of higher- and lower-income groups;

where housihg needs are particularly acute there is the danger that -housing

.policy and subsidies will be directed to meeting urgent housing needs without

due regard to actual financial need for subsidies. It seems degirable,

where needs.are particularly acute, to stimulate all forms of housing activity
including unassisted or only lightly assisted private housing and %o

continue to reserve heavy subsidies for the needs of the lower-income

families. (1)

(1) Methods whereby subsidies are best related to financial need are considered in
the next section of this paper.
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2. The relation of subsidies to the financial circumstances of the occupant
The basic assumption in this section of the paper is that housing subsidies

should normally be granted to the occupier of the dwelling rather than the builder.
There are two kinds of financial need to be taken into account when considering such
subsidies. The first i1s the financial need at the time of rehousing and the second
is the financial need throughout occupation of the house. If, as suggested in the
first section of this paper, the real importance of subsidies is in aiding lower
income families, there should be a clear relation between the subsidies given and the
needs of individuals or income-groups. The fact, however, that a family is in need
of subsidies in order to move into a new dwelling does not mean that its economie
position will always be such as to requlre continued subsidization. Apart from
individual changes in financial ecircumstances, long-term trends towards increasing
real incomes, particularly of wage-earners, will mean that subsidies originally given
will become unjustified in the lightvof subsequent circumstances. The rents of
publigBy owned subsidized dwellings erected before the war have become unrealistic in
many countries in the light of increased post-war earnings. Owner-occupied houses
erected before the war with capital grants have been resold since the war at great
profit to the original recipients of the grants. Even within the post-war period

as was shown in HOU/Working Paper No. 61 continued inflation and increcased real
incomes have reduced considerably the justification for many subsidies granted,

Some, but not all, countries have borne these considerations in mind in their subsidy
systems. | |

Information is not available regarding the methods whereby, in Austria, subsidies
are related to the immediate financial need of individuals or income-groups. It
appears, however, that public loahs are made on terms that are not variable in the
event of imprbvement of the recipients' financial circumstances, Public capltal grants
are also paid on an irrecoverable basis.

In Belgium, no income gqualifications are prescribed for loans or grants. The
only differentiation made between recipients of subsidies is on the basis af the
number of children. Large families qualify for special low-cost loans from the
Large Families Housing Fund; the rents of rented dwellings provided by the National
Low-cost Housing Society are reduced by from 20 to 50 per cent, depending on the number
~f ¢hildrer: the state capital grants for owner-occupation are increased by 20 per

cent for each child., The terms of loans are not variable and grants are irrecoverable
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In Denmark annual subsidies and bigger public loans are granted in respect of

dwellings provided by public bodies and non-profit associations and owner-occupied

dwellings where the income of the tenant or owner does not exceed certain limits.

These limits are fixed so as to correspond to the annual income of a skilled worker

with full employment, wil:m}l"_jpireﬁg‘?i_}pr}_“_;'espect _gf each child. Within this income
category, specilal subsidies ar;méranted ﬁhéﬁe the ;ncome ié particularly low as, for
éxample, in the case of old~age pensioners and invalids. This latter housing
subsidy, however, is expected to give way to a social welfare subsidy as from 1
4April 1957. Special subsidies are also granted to families with three or more
children coming within the income limit mentioned. These subsidies amount from

20 to 75 per cent of the rent, depending on the number of children. The general
annual subsidies are payable only up to 1967 and will then be gradually abolished

in the eourse of the period 1967 to 1974, No amortization is payable on the publiec
loans until 1971, when the bulk of the annual subsidies will have ceased. Then the
loans will be repayable over forty-five years.

In Finland the interest rate on public loans is varisble; so far the rate has
been kept at 1 per cent. No other form of subsidy is given and no differentiation
on inéome basis appears to exist for the granting of these loans.

In France the principal means whereby the varying rent-paying capacity of
individual families is taken into account in giving public financial aid to housing
is by rent allowances. The income limits for these allowances are rather wide and
families in both old and new dwellings are eligible. These allowances are
independent of the normal subsidy system for new dwellings and may be regarded as
a social welfare fund, The allowances are calculated according to income and size
of family and the proportion of rent rebated mdy be as high as 75 per cent.

In addition to these allowances, certain income differentiations are observed in the
housing subsidy system. The general annual subsidy payable for twenty years without
income qualification is raised from fr. 600/m2 to fr, 1,000/m® for persons within
certain low income levels, Bigger loans are also granted to tenant-purchasers under
HIM_agencies where there are three or more children or the Person is at least 50 per
cent disabled. The subsidy arrangements, whether by loan or annual subsidy, do not

envisage any adjustment to meet changing economic cirecumstances.
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In Ireland @bout 60 per cent of local-authority dwellings erected since the war
are let at rents which vdry according to the financial circumstances of the tenants.,
Most of these rents are based on & fixed proportion of family income, due allowance
being ﬁade for dependents. The state grants paid to private housing are not
differentiated on an income basis but supplementary grants by local authorities to
private housing are restricted to lower-income applicants and may vary with income
within the over-all limit. The fixing of the rents of local-authority houses on an
income basis has not reduced the amount of state annual sudbsidies so far; the effect
has been to redistribute subsidies paid per dwelling among the tenants in accordance
with need. Local-authority subsidies to supplement the state subsidies have, however,
been reduced by the system and, in the long run, if incomes rise sufficiently some
reduction in the state subsidies, which are payable for fifty years, should result.
The capital grants paid to private housing are irrccoverablec and, except where a
second grant is sought, no control is exercised over the selling price of 2 dwelling
crectcd with the aid of a grant.

In Italy housing subsidi.s are confined within low income limits. Within these
limits subsidies do not vary elther initially or later with differences or changes in
finaneial circumstances.

In the Nectherlands the annual state subsidies paid to municipality and housing
association dwellings are related to the dwelling and neither they nor the rents are
differentiated on an income basis. A special rent allowance is, however, payable
for five years, decreasing by one-fifth every year, to persons rehoused as a result
of slum-clearance. The capital grant paid to private housing is also related to the
dwelling and there are no income qualifications. Special annual subsidies for ten
years and mortgage guarantees are, however, available for private dwellings within
certain size and cost limits intended for lower-income persons, These subsidies vary
with the sizc of the family. The annual subsidies paid in respect of municipality
and housing-association dwellings are designed to produce a specific rent level
related to the level of pre-war dwellings. This level is controlled by the state
and where the level is raised to accord with current economic circumstances, as has
been done on a few occasions, the annual subsidies are correspondingly reduced. It
is thelintention gradually to eliminatc those subsidics in this way. = The capital
grants on subsidics’paid to private housing are not recoverable except where the
recipient of the ten-year subsidy fails to live in the dwelling for at least ten years.

In such = case a proportionate part of the subsidy is recovered.
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In Norviay the system of loans and capital subsidics is bascd on average earnings
in different areas and is not, in general, related to individual or group variations
in ineome. /n upper income limit anplies to the capital subsidies but it is fairly
liberal and unassisted housing is the result r ther of the size and cost levels
imposed on d -ellings than of income limits. A special interest rebate is allowed,
however, where therc is more than one child under the age of sixteen. This rebate
is gronted on the Stote Housing Bank loans in municilpalities where two-thirds of
the Bank's loans have been granted. Tt is cdmitted that the basing of public aid
on average incomes has militated somewhat against the intcrests of lower-income
families ~nd new proposcls are under discussion designed to improve and extend to
~11 nreas these special interest rebates while reducing the real value of the general
system of lonns and gronts. The capital subsidy is in prineiple regorded as a
non-interest-bearing loan, repayable in the event of a general improvement on the
cconomic circumstances of the recipients generally. So for no such repayment
hns been demanded but under the new proposals being discussed repayment of this
subsidy will ~utomntically comaence after ten years. The terms of public loans
~s to rate of interest and ~mortization have hitherto been fixed for fifteen years
at o time; the new proposals envisage the reduction of this period to five years.

In Portug~l the dwellings erected by municipalities and other semi-public bodies
for the very poor familics have uniform ronts related to average earnings. In the
case of stote-erected dwellings and certain dwellings crected with public aid by
co-operative societies and the like, strict income limits which are fairly low are
imposed and there arc vorying rent levels for the different incame groups within
those limits. There does not appear to be any provision for varintions in subsidies
to meet long-term changes in the economic circumstances of tenants, except that in
the case of "economic-rental’ dwellings crected by co—-operative societies and the
1ike a tenant whose income exceeds in time by more than 20 per cent the income limit
originally imposed must vacate the dwelling.,

In Spain subsidies arec granted by means of public interest-free loans. These
loans arc not related to individual incomes except in so f'r as housing for lower~
income familics rcceives a greater amount of these loans. The state controls the
rent levels and there is provision for a five~yearly reviow of the general rent
icvel in subsidized dwellings: - It is not apparent if the intention is to make the
loans interest-bearing should the rent level rise sufficiently to warrant it. For
particularly poor families there is a "gocial type of dwelling with particularly

low rents.
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In Sweden the system of public loans and subsidies is in general unrelated to
the financial circumstances of individuals or sPecial groups. Therc are, howcver,
special subsidies for families with two or morc children within income limits which
admit slightly more than half of otherwise eligible familics. Consideration is
being given at present to suggestions by a Housing Commission that the real value‘
of the general subsidies be reduced and that the system of speeial subsidies for
families with children be improved. It was suggested that the special subsidies
should apply to families with one or more children within more strict income limits
and thnt the amounts should be inereased. The interest rate on public loans to
housing has been heavily subsidized and the suggestions of the Commission envisage an
jnerease in this rate not only for futurc loans but for loans already given. The
capital subsidies were regarded in principle as supplementary loans to be repaid
with interest if circumstances warranted, The Commission has suggested that repay-
ment of these subsidies with interest should commence as part of the revised structure
of housing subsidies.

In the Unitcd Kingdom the only state subsidies paid, in general, are the annual
subsidies paid to local authorities. These subsidies are related to the dwellings
and not to the individual circumstances of the tenants., Loeal authorities also
subsidize the dwellings out of the rate fund. All t e subsidies can.be pooled,
however, by the local authorities and apportioned over their housing estate in
accordance with individual financial circumstances. Many iocal authorities have
done this end :ctive official encouragement is being given to such renting schemes.
It is unlikely thot the total amount of state subsidies will be reduced under such a
system of renting, as those subsidies are fixed statutory eamounts, but, in the event
of an improvement in rental income due to improvement in individual incomes,
subsidies by local authorities may be reduced, depending on the extent to waich
rents are allowed to rise. ‘

In Western Germany the public loans for housing are confined in general within
an income limit which corresponds to the limit for social welfare insurance.

Within this limit there is some provision for differentiating between different

income groups. The terms of the public loans are designed to produce a general

rent level per m? but lower maximum rents may be fixed, and are in fact fixed, for
families in certain particularly low income groups. In addition, rent allowances

"from public funds may be made in cas.s of hardship but, in practice, little use has been

made of this power by the authorities concerred, It appears that two levels of
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standard rents exist for "social" housing with public loans and thot these are of
generalapplicution within the relevant inconme limits, except where to a negligible
extent rent allowances are gliven, The interest rate on the public loans is fixed
hiving regard to the rent level desired and will vary according to the decision made
from time to time regarding the rent level.

The rolation of subsidies to financinsl nced in eastcrn Europeon countries may be
considered separately from western Europenn countrics in view of the institutional
differences in the ront systams.(l) In the public scctor, while rents generally are
at nominal or vory low levels, account is taken of individual financinl circumstances
in assessing rents. There are different standard rents per m2 for broad income or
oocupation groups but within these groups the rent varies, at least in the USSR,
with income and the number of dependents. The rent system in eastorn BEuropean countries
can be adjusted to changing economic circumstances by fundamental changes in the
standard rents per m2 or, in the USSR, by individual vorintions due to the linking of
rent to income subject to maximum rents. The private sector of housing construction
in eastern Europe consists virtually entirely of owner-occupied dwellings.,

The following conclusions are put forward tentatively as a basis for discussion:

(1) In many countries, the subsidy systems are designed to meet average

financial need at the time of rehousing within fairly wide income ranges,

On the other hand, some countrieshave successfully related subsidies more

closely to individual needs so as to avoid hardship on those whose incomes
are below average and to reduce the danger of over-subsidizing those with

incomes above average.

(i1) There is a growing recognition of the desirability of relating subsidies
more closely to individual financial circumstances. This tendency is
becoming apparent with the reduction of acute housing shortages which make
housing need rather than individual fineancial circumstances the prime con-
sideration. Improved real incomes and the general economic strain imposed
by heavy public aid %o housing are other factors intensifying this trend.

(1ii) There are great administrative difficulties in designing a subsidy system
that takes account of individual circumstances. Where subsidized housing
is mainly provided through public or semi-public bodies in the form of
rented dwellings, these administrative difficulties are greatly lessened

(1) See Economic and Finaneial Problems of Housing, ECE, Geneva, 11 April 1957,
‘HOU/Working Paper 61,
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and close relation of subsidies to individual need can resadily be achieved
by the renting authority. Where a large volume of subsidized housing is
provided by non-public or private agencies a system of rent rebates at the
central sources of public loans based on the number of ¢hiliron sind general
income limits seems administratively convenient, Alternatively, where
there is a well-organizcd system of social welfare such a system might be
used to give rent allowances in needy cases.
{iv) Some countries have so designed their subsidy systems as to take account

of the desirability of ensuring that subsidies can be reduced or eliminated
where economic circumstances so improve as to reduce or remove the need
- for continuance of subsidies originally given on the basis of nesed at the
time, This also includes'repayment of subsidies already exhausted. Such
a feature of subsidy systems is particularly desirable whore acute housing
shortages in the first instance resulted in subsidies being given on the
basis of housing need rather than financial need.

(v) Administratively convenient means whereby subsidies can be varied with
long-term changes exist for all frrme *n which subsidies are mainly given.
Where subsidies are given in the form of interest-bearing loans, the
interest or repayment rate can be increased, Where subsidies are given
in the form of capital grants, these should be regarded as irt-m-~* F» -
loans to be repaid or to become interest-bearing at any time, Where annual
subsidies are paid, they should be capable of being varied or withdrawn
at any time,

3. [The relation between housing subsidies and the cost of house-building

One of the main factors influencing the volume of housing subsidies in the
post-war period has been the high cost of house-building.(l) On the other hand,
one of the risks of a heavy volume of housing subsidies has been the danger that
substantial subsidies may tend to inflate housing costs and counteract the effort:
reing made to achieve the reductions in real costs which are elearly realisable by
technical and organizational developments, It is of the greatest importance, therc-
fore, from the point of housing policy generally that subsidies should be framed in
such a way as to act as a deterrent to cost inflation and, if possible, as an
incentive to cost reductions. In this section of the paper the practices of
different countrics in regard to these aspects of housing subsidies are analysed and

certain conclusions drawn as to the methods best adopted,

(1) See Economic and Finaneial Problems of Housing, ECE, Geneva, 1l April 1957,
HOU/Working Paper 61.
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In Adustria public low-cost lozns boih to municipalities and private buildors
are limited to 90 per cent of the cost. It is not clear, however; if the actual
cosﬁ or the estimated reasonable cost is the basis for calculating the amount of
loan. If the dwelling exceeds 110 m? in size or is of better quality than normal
in popular dwellings a higher contribution than 10 por cent is required from the
builder, excecpt where a family has more thaa two children. The maximum floor
area allowed is 130 m2. Lump-sum grants may also be given which are believed to .
amount to 20 per cent of cost but information is lacking at present regarding the
basis of asscssment of these grants.

' In Belgium semi-public loans arc given only where cost does nob Qxceed certain
limits, varying froa £r.250,000 to fr.400,000, depending on the geographical area.
The loans arc nocrmally only for 70 per cent of cost but thosc made through the agency
of the semi-public bodies catering for special categories can go up to 95 per cent
of cost, It is not clear if the amounts of loans are calculated on actual costs or
estimated reasonable costs. The approval af the National Low-cost Housing Society
is required to the financial aspects of Progosals in respect of which loans are sought
from the Society, The State lump-smwm grants are given only where tho size of the
dwelling does not cxceed 95 ma, plus 10 m® Zor each c 11d after the first,

In Denmark public loans for housing are supplementary to private loans. For
housing by non-profit associations, the public loans may bring the loan capital up
to 94 pér cent of estimated value, for ownur-occupiers within income limits up to
90 per cent and for housing without income Limits up to 75 per cent. In the case of
the latter type of housing, if the state losm on a dwelling exceeds kr. 15,000 the
gxcess part of thc loan carries a higher interest rate. Up to 1955 the system of
subsidy had been based entirely on low-interest loans. It was then considered that
low interest rates did not provide an incentive to reducing cost since the extra
annual charges arising from an inerease in building costs would be small. The fact
that loans were based on a percentage of cost also moant that the increase in down-p
payment due to imercased building cost would be limited. These considerations were
among those which coused the raising from 1955 of the interest rate on tho state loans
to an cconomic level for "socinl™ housing ani the introducticn of annual subsidies
calculatod‘on the basis of floor arca. Thosc subsidics consist of an annual paymoent
of kr.ll/m2 gross Iloor space, limited to 85 m2 per dwelling. In rccent years mucﬁ
stress has been laid on an offective cost eantrsl of house-building projects receiving
pudbliec flnan01°1 aid.  Othoer aspects of thig arc the fact that strict maxima of

buildéing costs allowed are imposed as a condftion of public Ffinancial aid. also, Liere
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are alvays many more applications for loans than can be granted. The projects are
first presented to the authorities when they are at a meliminary stage; the most
economical projects are then selected for complete preparation, which must be very
thorough before a loan is granted. These different methods have, it is stated,
together with some naturalization in the industry and increased competition due to
decreased activity, contributed in recent years to reductions in building costs.

Some of the reductions made, however, may also be attributable to a reduction in
quality. In private publicly aided housing outside the "social' sector cost control
is much less rigid.

In Finland the supplementary. low-cost public loans are limited to bringing the
total loan capital up to 90 per cent of cost. In practice, however, total loan
cadital is usually of the order of 75 to 80 per cent, with the state loans covering
35 to 40 per cent of total cost. The central institution for state loans for
housing operates a rather strict control of the technical and economic planning of
the projects for which loans are granted. The most desirable projects in the light
of these and social considerations are selected for loans. The high annual costs
and down-payments of new dwellings give a strong incentive to keeping costs down.
In fact, a reduction of costs of about 5 per cent for stone houses took place from
1954 to 1955, when the level of the building price index was practically stable.

In France public or semi-public loans to housing are generally limited to from
20 to 80 per cent of the total cost, depending on the category and size of the
dwellings. Dwellings of up to 90 n? may get loans from 60 to 80 per cent of cost
while dwellings from 91 to 100 me may get 35 per cent and dwellings from 111 to 130
m? may get 20 per cent. Proportions are granted of up to 85 per cent of cost to HIM
housing where the municipality gives a mortgage guarantee and of up to 100 per cent
to HIM housing for eivil servants or to replace slum~dwellings. Annual subsgidies
payable for twenty years are based on a fixed sum per m? up to 90 mz. This sum is
increased by two-thirds for dwellings which do not cost more than a specified
low amount. Flat-dwellings which exceed 175 n® and single~-family dwellings which
exceed 190 mz are ineligible for this subsidy.

In Ireland state housing loans to local authorities are normally 100 per cent
of approved cost. The full technical and financial aspects of local-authority
housing proposals, including the tenders submitted by building contractors, must be

approved before state loans or subsidies are granted. Only the most economical

« -
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projects, complying with the minimum approved standards of quality, are sanctioned.
As a result of this control, proposed housing schemes are often redesigned on a more
economical basis or fresh tenders sought. Sometimes a 100 per cent loan is refused
and the loeal authority is required to find the balance of the loan capital from
its own or other sourcos. Standard cost limits per square foot or per dwelling are
a feature of the cost control exercised. In addition, the annual subsidies to
local~authority housing represent a maximum proportion of the loan charges on a sum
regarded as the reasonable average cost for the type of dwelling in question.
Public loans to private housing may not exceed 90 per cent of tho estimated reasonable
cost of the dwelling, including reasonable profit, less the capital grant.
In addition, the amount of the loan may not exceed £1,800 in the major urban areas
and £1,600 elscwhere. The capital grants are not conditionsl on cost regulation
except that the total floor space of the dwelling may not exceed 1,400 sq. ft.

In Italy moximum cost limits calculated per room are imposed on dwellings
erected by public and semi~-public agencies, For state housing the limit is
lire 380,000 per room and for INA~Casa housing the limit varies from 415,000 to
lire 510,000, depending on the area and the services required because of climate.
In addition, the dvellings cannot be of "de luxe’ gquality and cannot have moré than

five rooms apart from offices., 4also, the floor area cannot exceced from 65 n® for

a two-room dwelling to 110 m? for a five-room dwelling. The cost of land may not
exceed 10 per cent of total cost and found.tions may not cost, subject to a limit of
lire 6,300/m3, more than 10 per cent of construction costs. The builders' profit
is also restricted to a maximum of 5 per ccnt of total cost, The approval of the
Ministry of Public Works to the financial and techniczal aspects of housing projects
is necessary for the grant of publie loans and subsidies. For private non-profit
housing receiving public financial aid, no specific cost limits are prescribed, but
in general the cost may not exceed the current market cost for popular housing.

The same size limits as for popular housing are also imposed, except that a certain
cxcess may be permitted where the dwelling is also used for a trade or profession

or the family contains more than seven members.
k)

In the Netherlands the annual subsidies to municipalities and housing associations é

are conditional on state approval to the land and building costs., Fixed cost limits
are imposed for each type of dwelling, depending on the area, and the limits are

applied with due regard to special circumstances, The limits are fixed on the basis
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‘eosts to vari-tions justified by movements in the cost of materials and labour.
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of periodic observations of wages and the cost of materials in the different areas.

4 -

A eost limit is not a condition of the premium paid to private housing but a premjum -
dwelling may not exceed 500 m? in volume. In this sector of housing, the pressure
on the market has made itself felt in housing costs to a grezter exteont than in the
public or semi-public sector.
In Norway the rules for loans and capital subsidies have in both State Loan

Institutions been formed with a view to encouraging the owner to limit the costs -

‘of building. The loans are based on the valuation placed by the Institution on

the dwelling and not on the actual building costs. This valuxtion is related to

the rent which the house may be expected to yield over a period and represents ol

.average from 75 to 85 per cent of actual cost. The maximum proportions of the t

valuation that may be advanced range from 75 to 95 per cent depending on the buiiéing
agency. ' The building costs in connexion with each loan application are carefully
examined and no loan is made if costs exceed certain fixed maximum amounts. The
capital grants are based on a fixed sum per square metre of floor area; the sum
varies from kr.60 to 100, depending on the area. Dwellings in excess of 100 m?
are ineligible for subsidy and the subsidy itself is payable only in respect of the
first 80 m2. "

In Spain public loans to housing are limited to a meximum proportion of cost,
which ranges from 35 to 80 per cent depending on the type of housing. In additionm,
maximum floor arcas are fixed for the different categories of housing; these areas

range from 50 m? to 200 m?, depending on the typeo of housing.

In Sweden the state housing loans which are supplementary to private loans may .
carry the loan capital for multi-family houscs from 60-to-70 per cent to 100 per cent
of approved costs in the case of municipalities, to 95 per cent in the case of’
co-operatives and to 85 por cent in the case of other builders. For one-family
dwellings, the supplementary state loans may carry the loan capital from 50 per cent
of approved cost to 90 per cent; the part between 80 and 90 per coent is free of

interest and repayment for ten years and is rather a capital subsidy. For both

types of dwellings, the approved costs are frequently less than actual costs.

In addition, as from the beginning of 1956, limits have been fixed for the approved
costs which form the basis of loans. These limits are on the total cost of one-

and two-fanily dwellings and on -the cost per square metre of useful floor space
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of multi-family houses. All projects for which state loans are 'sought are subject
to thorough examination of their technical and economic agpects.

In the United Kingdom the Central Department's approval is required to the cost
aspects of proposed local authority dwellings. There has been active research by
the Gentral Departments, resulting in much guidance to local authorities on reducing
costs., Where local authorities give loans to private persons acquiring or erecting
new dwellings, the loans may not cxceed 90 per cent of the estimated capital cost.

In the Federal Republic of Germany direct public financial aid is given only where
specified floor-space limitations are not exceeded. These limits range from 85 m?
in flat-dwellings to 160 m? for two~family dwellings. The limits may be exceeded,
however, for large families or where a trade or profession is carried on in the
dwelling. Dwellings which do not exceed the foregoing size limits by more than 20
per cent qualify for tax concessions.

In eastern Buropean countrics, the greater concentration of housing activity in
.public undertakings financing their own operations reduces the scope for the incentives
to cost reductions which can and need to‘be associated with subsidies coming from a
central source to special building agencies; on the other hand, public undertakings
engaged in direct house-building operations have themselves the direect responsibility
for reducing costs. Nevertheless certain measures to reduce costs akin to those
associated with subsidies in western Buropean countries have been taken in eastern
Europe and particularly as regards public finaneial aid to private housing.

In Czechoslovakia, for housing planned for the years 1957 to 1960, maximum
building cost limits have been imposed per average dwelling unit, starting at cr.90,000
in 1957 and decreasing annually to cr.80,000 in 1960, Adherence to these limits will
be supervised through the branch offices of the Investments Bank. Loans to private
housing may not oxceed cr.25,000 in any individual case. No maximum cost limits
have been fixed for these dwellings.

In Poland an attempt has been made to reduce the costs of construction by defining
the investment credit limits for the different builders and by emsuring through the
fineneing bank that the costs of the different parts of the construction do not exceed
the amounts in the estimate. It is stated that these measures have not in practice
been effective in reducing costs. In the case of private housing, public loans may
not exceed from 70 to 80 per cent of cost subject to a maximum limit of z1.70,000
but in practice loans represent little more than half the total cost.
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In the USSR publie loans to general private housing are from roubles 7,000 to é
15,000 but up to roubles 30;000 may be granted to private housing in new development :
areas and up to roubles 50,000 in the Far North, In the latter two categories the "

state pays up to 70 per cent and 75 per cent respectively of the payments on the
loan. : |
In Yugoslavia public loans to private housing are iimited to 75 per cent of .
cost., The total amount of dhe loan in sach case does not appsar to be limited.
The following tentative conclusions are presented for discussion:
(1) public financial aid to housing should come as far as possible from one or
a limited number of sources, so as to provide an opportunity of attaching
cost limitations to assistance which are essential if the risk of
inflating building costs is to be avoided;

(i) in granting subsidies by means of low-cost loans, consideration should be
given to the fact that such a method or‘subsidy carries the danger that a
sufficient disincentive to inereasing costs is not given since the amount
of the loan may increase with increasing costs. The dangers inherent
in this form of subsidy can be reduced by requiring as large a minimuym
contribution from personal sourges as is reasonable and by limiting the
total amount of the loan. Also, in assessing the cost on which loans
are based, the estimated reasonable cost of construetion rather than actual
costs should be taken,; .

(184) where capital grants or annual subsidies are paid, the amount should vary
with the size and amenities of the dwelling and, if there are regional
vari:tions in cost, with the area;

. {iw) there should be maximum size and cost limits for dwellings receiuing publie
financial aid. The cost limits should take into acoount regional cosp
differences and could be enforced as overwall cost limits or maximum oost
per square metre of floor area;

(v} public financial aid in genemral should be conditional on the adoption of
economical forms of construction and the technical aspects of housing
proposals should, therefore, be subject to approval, where administratively

convenient, of the subsidizing authorities;
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(vi) mdst of the measures taken to ensure economy in house construction when
subsidies are given involve administrative control, including as a rule
a considereble degree of technicél votting of plans. There is the
danger that it may be taken for granted that reference to public
authorities is in itself a guarantee of economy, and consequently thore
is considerable scope for discussion of the effective types of controlling
action taken by publie authorities referred to above.
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1 Investment needs and actual investment in housing in western Europe-as a whole

A rough caleulation of investment needs in housing could start from réplaoament
needs and population increase(B)° The average annual population increase in
western Europe for the pericd 1956 to 1960 has in a recent forecast been put at up
to 0.72 per cent(A). Family formation has recently been so high as to suggest a
net increase in the(ggmber of families which would be relatively higher than the

because the majority of candidates for new marriages will now be people born in the

population inerease The situation may, however, be changing in this respect
1930's, when the number of births was in most western European countries relatively
low, Because of low death rates, falling age at marriage and apparently also an
increased number of the adult population becoming married, it seems, however, likely
that the number of married couples will increase by a percentage at least as high as
the rate of increase of the total population. It is therefore assumed that the rate

(1) The other papers to be issucd on this subject are listed in the last paragraph
of HOU/Working Paper No.59.

(2) Western Europe is here taken to include the following countries: Austria,
Belgium, Denmark, the Federal Republic of Germany, Finland, France, Greece,
Ireland, Italy, the Netherlands, Norwsy, Portugal, Spain, Sweden, Switzerland,
Turkey and the United Kingdom.

(3) See European Housing Progress and Pclicies in 1953, EGE, Geneva, August 1954,
(E/ECE 189), pages 14 to 17.

(4) Eighth report of the Organization for Furopean Economic Co-cperation (OEEC) -
Burope To-day and in 1960, VaLII, Paris, April 1857,

(5) See J. Hajnal: "Age at Marriage and Proportions Married", Population Studies,
Cambridge University Press, London 1953, Vol. VII,
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of increase of population of 0,72 per cent can be taken as a reascnable starting
point when calculating current housing needs ar¥§ing from demographic changes. It
can be estimated that western Burope has at present some 260 to 270 dwellings per

2),

0.72 per cent annually, it would te necessary to build about 1.9 dwellings annually

thousand inhabitants To maintain this relation at a populaticn increase of
per thousand inhabitants.

Current replacement needs would vary very much from cne country to another,
owing inter olia to differences in the age distribution of the housing stock. If
annual current replacement needs are estimated at 0.67 per cent of the existing
housing stock(z), it would be recessary to btuild 1075 per cent dwellings per thousand
inhabitants as an average for western Europe.to cover these replacement needs.
Adding this figure %o that found in connexion with the population increase, it will
be found that only to keep abreast with the situation, it would be necessary to
build some 3.65 dwellings per thousand inhabitants annually during the early years
to come. This figure should of course be taken as a very rough'estimate of the
order of magnitude, It is, however, likely that the actual need for house-building
to keep abreast with the situation will be rather higher than this, inter alia because
of the effect of internal migration on housing needs. '

In addition to these inveétments in new dwellings would come a rather important
demand for current repairs, major repairs and cgpversions, which would be necessary
to prevent the housing stock from growing -bsolescent., Current needs cen here
hardly be estimated with reasonable accuracy., It seems, however, reasonable to
exclude current repairs from the account, since nwwanlly these expenses do not
include particuler problems cf financing of housing (although the problem of
reasonable coverage of expenses for current repairs is closely connected with rent
policy). Adding a reasonable cstimate for investments in conversions and major
repairs necessary to prevent a deterioration of the situvaticn, it would seem that

total annual current invesiment needs for housing would, as an average for western
| Europe, at present correspond to the value of four to five new dwellings per
thousand inhabitants.

(1) See: The European Housing Situaticn, ECE, Geneva, January 1956 (E/ECE 221),
particularly Table 12, ,

(2) See: European Housing Trcrves: ond Tolieies in 1953, ECE, Geneva, August 1954,
(E/ECE 189), page 5.
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On the basis of preliminary figures for a number of countries(l), it can be
estimated that the average investment per new dwelling in western Europe was in
1955 slightly below US $5,500, Combining this figure with the figure just found
for current investment needs in housing, it will be found that current investment
needs for housing would correspond to some US $25,000 annually per thousand
inhabitants, Since the gross national product per inhabitant was; as an average
for Western Europe, about US $770 in 1955, the necessary current investment in
housing would teke some 3,2 per cent of the gross national product.

It has recently been estimated that total consumption in western Europe can be
expected to increase by some 2.8 per cent of the 1955 consumption ennually during
the period 1955 to 1960(2). If housing consumption should increase by the same
rate, it would be necessary to inerease the real value of the housing stock by
the same percentage, either by increasing the number of dwellings and rcoms or by
improving the quality, or both., It is reasonable to assume that this would require
an annual investment corresponding roughly to 2.8 per cent of the present value of
the existing housing stock. The value of the existing housing stock is hard to
estimate, but it seems likely that for western Burope it is of the same order of
magnitude as the gross national product, This would involve postulating that -
the average value of a dwelling in the existing stock is about half the value of &
new dwelling, On this assumption it would be found that the investment in housing
necessary to follow the general rise in consumption would be between 2.5 and 3 per cent
of the gross national product, and accordingly of the same order of magnitude as
the necessary investment to keep abreast with the situation and avoid its
deterioration. Taking the two components together, it would appear that
necessary investment to cover current needs and follow the general trend of
consumption would correspond to about 6 per cent of the gross national product,

In eddition to needs already mentioned, come needs to cover the backlog in
housing supply caused by war-demage, sharply reduced house-building during the war
and limited house-building even during the early post-war period. This is partly
a backlog in number of dwellings and rooms, which can be demonstrated by a
smaller increase since before the war in housing stock than in consumption in general.
To a considerable extent there is, however; =lso a backlog in replacement needs,
since in most countries the demolition of obsolescent dwellings has been negligible.

since the war., A discussion of the amount of necessary investment to cover this

(1) Bank of International Settlements, 26th Annual report,

(2) Eighth regort of the 0.E.E.Ce - "Europe Today and in 1960", Vol.II, Paris,
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backlog, may be considered to be outside the scope of the piesent paper, but as an
indication it could be said that if housing consumptionvper capita end per femily
should, within a reasonable time, be brought to the same level compared with pre-war
as consumption in general, it would for western Europe as a whole necessitate an
investment which could hardly be lower than investment for coverage on current
housing needsj that is, it would require at least some 3 per cent of the gross
national product.

Investment in housing, including new constructions, conversions and major
repairs, was for western Europe as a whole in 1955 estimated at some US $10.5
billion. This is about 4.5 per cent of the gross national product. Actual investment
in housing was accordingly well above the investment required to meet current needs,
but not sufficient to increase the housing stock proportionately with the general‘
increase of consumption. The gap betweer the general consumptien eituation compared
with pre-war and the housing situation, was accordingly incfeasing instead cfbeing
reduced., Investment in housing was for western EBurope as 2 whole slightly Below
one-quarter of total gross fixed investment and somewhat below half of investment
in construction and works. |

The greater part of investment in housing is investment in new construction of
dwellings. As mentioned above, the average cost per dwelling was in 1955 something
like US $5,500}(converted on the basis of exchange rates). This was more than seven
times the average national income per capita and probably some four times the average
income of an adulbt male worker. This may serve to demonstrate that only a limited
part of this investment can in most cases come from the means of the prospective
occupier of the new dwelling, at least when new dwellings are built for people with
normal incomesc It is true that in rural districis a considerable number of the new
dwelllngs have been built by the prospective occupiers with the help of the famlly
and neighbours and without much loan capitals. In a great number of cases it has,
however; not been possible to build dwellings of a modern standard in ‘this way, and
the extent to which house-building can thus be carried out has also been lunited by
the need to util¢na the available  building land more economlcally than is p0331ble
with small detached houses., For these reasons house-bulldlng will be relatlvely
dependent on the credit market or public loans or 1nvestments. Many of the otherb :
important. sectors of investment have better p0531b111t1es than housing for prov1d1ng

the funds for investment outside the credit market. Ihus investment in industiry and
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other branches of private business; can largely be based on the profit of the firms,
while, for example, investment in schools and roads is fraditionally based on public
budgets., For these reasons housing will normally play a more important role in the
demand for credits than would be indicated by its part of investment. This will be
particularly so as regards the net increase of loans for different purpose during a
period of expansion, because housing loans would generally have to be long-term loans,
so that the repayment would be relatively unimportant compared with nost other loans.

2. Investment in housing in different western European gountries

Tha table below gives some information on the actual position of housing
investment within the economies of most western European countriesail} It will be
seen thau bthere are greabt variations not only in the number of dwellings completed
par thousand inhabitants, but also in the part played by housing investment in
relation to the gross national product, tctal fixed investment and investment in
construction and works. I% will aiso be seer that the variations are rather different®
from one colurn to another, so that for example one country may have a high nunber
of dwellings compieted but devote a relatively low proportion of its investment to
housing, Some of the explanations of these differences of variation can be found
by studying the information given on cost per dwelling. A more complete analysis of
the table would, however; also roquire explonations of why the level cof house-building
is higher in one country than in arother. This 1s a very complicated igsuc which can
hardly be fully studied within the framework cf an economic analysis; because inter
alia, purely political considerations ere freguently irseto . A few examples of
explanations are given below. This enalysis should be further developed in the
final study.

The fact that the mumber of dwellings built per thousend inhabitents has been
higher in the Federal Republic of Germany then in cther counbries should be seen
against the background of the bad housing situation in that country. Norway, which
comes next, has also had a relatively bad housing situation compared with the genersal
economic situation of the country, and this could perhaps also be sald of Sweden,
where incomes srs high and dwellings small.  Firland has rad a particularly acute
housing shortage, and these three countries as well as, probably, Switzerland, have

been in process of urbanization and internal migrations. which create special needs for

(1) Figures arc lacking ifur Turker ~nd Poriugal.



Table

Investment in Housing in Selected Western Buropean Countries

9 oded

1954 1955
Investment in dwellings(a) as percentage of: Number of Number of Cost per
Country . - dwellings dwellings dwelling
Gross nationsl | Total fixea | lnvestment in completed completed . completed
product i nvestment construction per thousand | per thousand j(thousands of
and works inhabitants inhabitants Us $)
Austria 46 21 45 5.8 6.0 46
Belgium 3.4 25 L4, 5.1 47 6.9
Denmark 3.3 17 41 5.3 5.4 5.2
Federal Republic . . ,
of Gormany 5.9 28 ol 10,3 10.3 4s2
Finland 639 27 9 a 7v 4 799 %a
France fol 25 48 3.8 4.9 8.8
Greece Le3 32 48 es o oo
Ireland oa 19 32 3.8 35 os
Ttaly 4o 23 oo 3.7 46 5.1
Netherlands 3.4 16 38 6,6 5.8 3°7(b)
Norway 503 17 35 1004 905 505
Spain e 25 42 1.4 he?2 S
Sweden 5.0 24 38 8.2 7.8 7.3
Switzerland 6.2( ) .o 28 7.3 7.7 8.7
United Kingdom 3.4 ¢ 26 51 7.0 6.5 5.4

$°PPY/T9 0N Jeded SUPIIOM/NOH

Sources: - Cost per dwelling
~ Other items

Note:

Bank of International Settlements, 26th Annual Report.

European Housing Progress and Policies 1955 (Document E/ECE/259), Geneva,

August 1956,

The sign ".." ="igure not available".

(a) New construction, conversicns and major repairs. :
(b) Corrected figure based on information supplied by Norwegian auwthorities.
(¢) Percentage of national inceme,
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house-building. Sweden and Switzerland may also have greater opportunities than
other countries to devote a relatively important proportion of their resources to
housing, because other shortcomings have not been so important there as elsewhere.
The relatively low number of dwéllings completed in southern Eurcpean countries and
in France should mainly be seen against the background of difficulties in directing
sufficient resources towards housing.

The high proportion of the gross national product devoted to housing in Finland
eould hardly be fully explained on the basis of the relatively high number of
dwellings completed.  Another explanation seems to be a relatively high investment
por dwelling compared with the national income per jnhabitant., This is also the
case for Switzerland, where investment per dwelling seems to have been particularly
high. On the other hand investment per dwelling wes low in the Netherlands, and
this explains why this country is emong the western European countries with the lowest
percentage of gross national product devoted %o houcing. Denmexk and the United
Kingdom also have a relatively low investment per dwelling and a relatively high
national product per inhabitant, and accordingly come relatively lower in percentage
of gross national product devoted to housing than in mumber of dwellings completed.

The fact that the part of total fixed investment devoted to housing is
particularly high in Greece is due to the fact that the total fixed investment 1is
relatively low in that country. For 1954, the year mentioned in the table, the
same is to some extent true for the United Kingdom and Belgium (however, since then
investment in other sectors in the United Kingdom has been rising sharply). On the
other hand the explanation of the low proportion of total fixed investment going into
housing in Norway is to be found in the high investment rate in that country.
Similarly the particularly high proportion of investment in construction and works
going to housing in Western Germany in 1954, and the relatively high proportions in
the United Kingdom, France and also Greece, is explained by the relatively limited
building activity within other sectors there. On the other hand the low figure
found for Switzerland in this column is due to a particularly high building activity
in other sectors.

It is rather difficult to indicate probable future trends in the position of
housing investment within the over-all financial framework. This is mainly due to
the fact that the amount of house-building is largely a polley question, and that in
the case of economic difficulties it is frequently easier to 1imit house-building than

most other activities. The caleculations made in the previous section of this paper,
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should, however, indicate that starting from housing needs and comparing with other
sectors of - consumption, it seems far more reasonable to assume a further expansion

of house-building than a reduction. This point of view as regards housing needs is
developed somewhat further in the study of The European Housing Situation!l) It
appears -from this study that further expansion of house-building is definitely
necessary. in all the Mediterranean countriss and in France, while expansion could

also be expected in the Netherlsnds and Sweden, For the other comatries, the study
conclndes . that- the continuation of house—building on the 1954 level for roughly the next
ten years would not be excessive, with the possible exceptions of Norway (where a

considerable reduction has now already been undertaken) end Switzerland.

3. Position of hcusing in emplovment

e

Very little precise information is at present available in this field, and the
figures. to hand seem to cover such varying concepts that comparisons between countries
ave impossible. The only country for which a precise figure of the number of persons
employed in building of rew dwellings is aveilable, is the United Kingdom, where the
figure in October 1956 was 378,000,  Scme other countries indicate figures, including
employment on -conversion and maintenance of dwellings. Both conceﬁts have a certain
interest, since employment on new constructions and mainvenance depend on different
types of policy measures. None of these {igures, however, fully illustrates the
importanée of housing for employment, First, there is the employment of building
workers .engaged in building and construction indirectly related to house-building,
e.gs water- and sewerage-schemes., ' Secondly, there are people engaged in the
fabrication of building materials and components.

It is hardly possible tc obtain precise statistics on employment in house-building
covering all these aspects, partly hecause the same firms cre employed in the building
of dwellings and construction of other buildings, or in menufacturing at the same time
building material for a number of .different types of buildiugs, and because water- and
sewerage-schemes serve other buildings as well as dwellings. On the whole, it does
not seen to be possible, and in any event, hardly necessary for the present study to
carry the analysis of this point very far. Pernaps some approximaetive information
could be compiled on the basis of figures given on labour necessary to build and
maintain a normal dwelling. .. The figure quoted above as regards the United Kingdom
irdicates .that the-labour force on site is roughly one man per mew dwelling constructed
in the ccurse of a year. Pevhaps countries with no total statistics in this field

.could Jndleaue some no"mal cr average iigLres por all the cateﬂorles mentloned above,

‘vflgureg whlch could be used ‘9 ﬁppthﬁmqte calculat ons.

(1) =CE, Gcﬂ“Va Junuary 1956, W/E“P/2¢1 pa“tlcularly pege 51a

L T .. 3
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Private financial institutions in housing
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INTRODUCTION
The diversity of the forms taken by private institutions collaborating in

the financing of housing makes their classification a difficult matter. The
drawing of a clear distinction between public and private financing is sometimes a
hard - or arbitrary - task, some of these bodies being semi~-public and semi-
private, Moreover, certain institutions, reasonably comparable internationally,
with similar methods of financing, have, through iegislation - and sometimes
because of fortuitous circumstances - either public or private status, depending
on their situation, For instance, in many countries savings bank deposits are
partly used, direcﬁly or indirectly, for long-term housing loans, but in some
these banks have a private status, whereas in others they, or the central bodies
managing their funds, are official bodies, Although the sources of the funds
and the financial technique employed may often be practically the %ame 1n both
cases, the juridical character of these bodies and, consequently, of the loans
granted by them is different,

This complex situation calls for great caution in interpreting comparisons
between the financing methods followed in the various countries of Europe, which
have different political structures, legal institutions and financial traditions.

With this reservation in mind, the scurccs of privite financing may be grouped

(1) Titles of the other documents to be published on the financing of housing
are given in the last paragraph of document HOU/Working Paper No, 59,
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in two main categories:
I. Capital investment,
IT. Loans.

I, CAPITAL INVESTMENT

By capital investment is meant funds belonging to the owner which he invests

in the building erected either for occupation or for letting,

A, Case of the owner who builids for occupation

In most, if not all, countries, personal savings are drawn upon for building
by owners wishing to occupy the dwellings themselves, either acting alone or as
members of co-operative societies or other legally recognized groups varying with
the country.

This method of financing is therefore an important means of drawing on savings,
particularly small savings, and even of encouraging their growth, It permits the
use of capital on which, generally speaking, no interest - or only a very low rate
of interest - is expected, since the main purpose of the inveétméntkis_neither
economic return nor speculative gain, but the acquisition of a house, -

The relative importance of this method of financing varies with the countries
and is dependent upon the following factors.

First, there are naturally the habits of the people and the volume of housing
requirements, The situation is obviously favourable if circumstances are such
that the owner who builds for his own occupation has a good chance of seeing his
investment prescrve its velue or even appreciate, as, for iﬁstance, if the state
of the real estate marke: woere to oncourage the hope that, if he had to sell his
house, he would be able not only to repay the loans he had contracted, but also
to recover his own contribution and even make a profit, A serious housing
shortage, however, also encourages persons who are looking for a house - or who
wish to move to a better house - sometimes to invest a large amount of personal
capital, even at the risk of not recovering the whole of their outlay should the

building have to be sold.
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The proportion of the cost contributed by the owner-occupier also varies with
his own saving capacity. In most countries, it seems to represent a fairly sub-
stantial proportion of the ?inancing of houses built by persons of some social
standing, but usually does nobt exceed 10 to 20 per cent of the cost of those
intended for the bulk of the population,

Lastly, the relative importanco of this source of financing is conditioned by
the general policy of the State in respect of house~-ownership,

Most countries in both western and eastern Europe encourage house-ownership,
admittedly by different means {tax reliefs, facilitiee for additional loans, ete.)
This encouragement varies in scale according to country, although certain States
do not extend to ownership the grants given for building and even seem to discourage .
it (the Netherlands and until quite recently the United Kingdom).

The contribution required of a persor joining a tenants' co-operative, such
as exist in certain countries (¢.g. Sweden and Switzerland), can be likened to
that made by a family wishing to own their own home. Lcoked ét from the angle
both of investment in building and of the cost of the capital involved, the
financial process and the consequences are the same. Although, in the latter case,
the occupier who invests part of his savings has no legal title to the property,
he has a right of occupation and, on leaving, may also recover all or part of the
money he has invested,

B. Case of the owner who builds for letting

Investmeht of his own capital by an owner in a building for letting has long
been one of the main sources of private financing of housing. This source had
dwindled in Burope after the first world war and during the second world war it
practically dried up. The main reason fcr this was the general establishment
of rent control and the fixing of rents at levels which, despite increases, were
sometimes no longer economic or at all events gave a return on new buildings far
lower than the rates obtainable elsewhere for investment capital. Even in
countries where rents of new buildings were uncontrolled, the burden represented
by the large mass of houses with coairolled rents kept capital away from the real
estate market,

In recent years, therc hac been a reaction‘jn those countries whose economies
have retained certain liberal features, and in which progressive increases in - or

complete decontrol of - rents have been authorized.
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This form of financing exists for buildings construcfed without assistance
from the public authorities, but it is also frequently found in the case of private
house-building for letting which recelves such assistance in one form or another
'KSubsidies, rebates on interest rates, low-interest loans, etc,). In either case,
however, it very rarely covers the total cost, and the balance required is almost
always provided by private or official loans.

It has unfortunately been impossible to determine the volume of thls capital
in the different countries, but it has certainly once again become a by no means
negligible proportion of the private capital invested in housing to-day in western
Europe - a proportion which is probably quite considerable in certain countries,
such as Switzerland, Belgium and, to a lesser degree, the Federal Republic of
Germany and Austria,

It must be pointed out that, with the passage of time, it will be increasingly
difficult to distinguish between such capital and part of the funds contributed‘by
owner-occupiers, since some of the latter will want to let their dwellings, on
short or long lcases,

One particular form of investment of this type is the purchase of shares in
real estate companies, This seems to meet present-day needs quite well, since,
with the trend towards the splitting up of private fortunes, urban housing in
Burope is tending more and more to take the form of blocks of flats, which require
more capital than in former days. The purchase of real estate stock, particularly
if it is quoted on the stock exchanges, gives opportunities for dividing up and
mobilizing cepital that would not normally be provided by direct investment by an
individual owner in a building of his own, The scope of this form of investment,
however, seems to have been limited, and it would be intercsting to ascertain the
reasons for this state of affairs « and, porhaps, to ructify it - for in some countries
at least this method might well be a useful means of attracting a larger proportion
of savings to the construction of dwelling--houses,

This method of private investment to some extent also covers dwellings
erected by industry for workers, either directly or through subsidiary companies,

Assistance with workers' housing is provided by industries in many countries
and takes various forms, such as direct building, contributions to the capital of
building companies, loans etc. Wherever it takes the form, not of a loan, but of
direct building or a contribution from the firm's own resources, the investment

technique is the same au that used by private individuals investing their capital
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in building for letting, But the economic objective - the attraction of labour‘~
or the social aim - bette: housing for the workers - means that the firms do not
seek a profit in such operations, or are satisfied with a small return,

This 1s, therefore, a particularly inexpensive source of capital, and in
nearly all countries, both in eastern and western Europe, States are promoting
i1ts use both by nationalized undertakings and by private enterprise., The scope
of this source of finencing is thus increasingly wide, although its extent
varies from country to qpuntry. - Taking a broader view, however, 1t must be noted
that the excessive development of such a method of finanoing housing may have
the drawback of laying a by no means negligible additional charge on prbduction,
and also that care must be taken to avoid setting up in that way any connexion
between the worker's labour contract and his dwelling,

II. PRIVATE IOQANS

Disregarding short and medium term advances granted to facilitate the
purchase Qf land or given merely for the building period, private housing loans
usually run for five years at least, though rarely longer than 25 years, In
coertain countries, some of these loans benefit from tax reliefs or enjoy special
advantages, which generally take the form of a guarantee by the public authorities
for the payment of interest or repayment of capital. In the latter cass, the
period of the loans sometimes exceeds 25 years, Private loans, moreover, are
almost always accompanied by a first or, less_frequently, a second mortgage.

There 1s great diversity among the institutions granting such loans and
their scope varies widely from country to country, They may be classified,
although perhaps in over-simplified terms, in the following categories:

~ direct loans between private individuals

- loans granted direetly or indirect;y by savings banks

- loans by building societies

~ loans by insurance companies

- loans by banks and building loan societies.
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A, Direct loans between private individuals
No country appears to keep records that woudld allow any acourate evaluation

of loans of this type. In all existing studies this souree of finaneing,
because of the impossibility in practice of making any distinction, is generally
confused with the direct capital investments of owners in their own buildings
(see Section I). Hence the countries where they are the most widespread are the
same, | '

These loans are of very different kinds, with widely varying rates of
interest, which are often low when a friend or a member of the family has to be
helped, but which may be exorbitantly high when it is a matter of getting
additional finance that the owner has failed to raise with local credit bodies.
Generally spoaking, the period of such loans does not sxceed 15 years.,

In certain countries, special agencies or lawyers bring borrowers and
lenders together, which creates a sort of market tending to standardize borrowing
procedure and rates of interest and facilitating the development of this method
of investing savings.

4Among such direct loans, those granted by industry to employees as aid in
the solution of their housing problems occupy a special place, This accommodation
takes the form of either a relatively short-term advance of wages or a long-term
loan under a special contract, with or without guarantee, In view of their
soeial purpose, they generally bear a low rate of interest or sometimes even no
interest at all, In certain cases, the loan is not granted by the undertakings
themselves, but by an external body, perhaps set up by the undertakings, to .
which they supply the funds, while it not only concludes the contracts but also
collects interest payments and capital repayments, The development of such loans
has naturally been greatest in those countries where industry has invested
capital in the building of dwollings, either to meet its own requirements or
because of a legal obligation to do so,

B, loans granted directly or indirectly by savings banks

This is a method of financing found in many countries, in some of which it
plays a very important role, and calls for special attention, Loans granted
by savings banks -~ either directly or indirectly ~ make use of capital which is
payable on demand or at short-term, i.e. their deposits, for long-term investments
usually repayable in fixed yearly amounts over a period which is frequently 25

years and sometimes even longer,
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Such a method raises the problem of the proportion of deposits repayable
at sight or at short-term that can be safely used for long-term investment
without the risk of embarrassment to the lending establishment as a result of
savings withdrawals, Similarly, the ratio of building loans granted by the
savings banks to their overall investments raises the question of spreading the
investment risk, a well-known problem in banking, No doubt savings banks!
deposits are usually regarded as having greater stability than ordinary bank
aoccounts, and in most gountries the savings banks do enjoy the benefit of special
legislation which, either by saving clauses, a State guarantee or soms other 4
" method, enables them to ourb excessive withdrawals of deposits, Nevertheless,
the long experience of most European countries, which have passed through serious
crises, goes to show that a large proportion - in fécp probably more than half -
of the savings banks' deposits can be invested in long-term building loans without
giving rise to any particular difficulty, This form of financing has the
obvious advantage ‘of using capital whose rate of interest - that of the deposits -
.18 practically the same as the short-term rate and is therefore lower than that
obtainable in the long-term money market.

Building loans granted by savings banks are particularly common in Sweden,
the Federal Republic of Germany, France and Belgium (in the last two countries,

(1) Generally speaking,

through the intermediary of a central publie institution).
they favour certain private contractors, such as the low-rent building companies,
and often receive benefits granted by the public authorities depending on the
particular method followed in each country,

C. Loans by building societies

Loans by bullding societics are similar to loans by savings banks, of

which they are simply a variant,

The principle of the building society is as follows: if ten perséns, -
saving each year the sum required to enable each one of them at the end of ten
&ears to build his own house, pool their Savings; one among them will be able to

"build at the ond of the first year, another at the end of the second year, and so

O, If the society thus set up accepts now members, the period at the end of

(1) The special system of the United Kingdom "building gociety" is examined
in the following section,
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which the last of the original members can draw the capital required for hisl
house will be shortened. Experience, incidentally, has shown that certain
precautions are necessary to enable the society to meet its commitments with

a changing number of members and without running into difficulties in the case of
withdrawals, o , »

This type of organization has been in existence in the United Kingdom for a
hundred years and is now wideépread. To-day building societies accept deposits
from persons who have no intention of building and, in fact, they are private
savings banks specializing in housing loans, The prominencé they have achieved
among United Kingdom financial institutions is largely due to the fact tha¥
in that country there were hardly any other forms of savings bank. The building
soclety has long been ~ and still is « one of the main ihstrumentn for the
financing of housing in the United Kingdom,

There are building societies in other countries of Europe, although not of
such scope, and with specific differences in their rules for financing. They
are mainly to be found in the Federal Republic of Germany,

D, ILoans by insurance gompanies '

In all European countries, long-term housing loans, guaranteed by mortgage,
have long played an important role in the investment of insurance companies'
reserves,

The post-war difficulties which acted as a disincentive to investment in
real estate in almost all BEuropean countries naturally resulted in a reduction
in such investments, which, in all those countries that had experienced severe
inflation, almost reached vanishing point. With the gradual restoration of
economic stability in most countries and the dévelopment of housing podicies
there was a reversal of this trend, Unfortunately, the Housing Committee has
not had at its disposal sufficiently detailed material to enable it to assess
in every case the relative importanee of such capital in éhe different States,
This type of investment, however, seems to play an important role in a fairly
large number of west-European countries (Federal Republic of Germany, Sweden and,
to a certain extent, Switzerland), '_

One comment is called for. Insurance companies! housing investments may |
not always take the form of direct loans to the owner-builder; a more general
method is the purchase of bonds or debentures issued by land banks or building'
loan societies, Insurance companies' funds are thus made available to builders

largely through the intermediary of another financial establishment,
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E, Banking institutions

In most countries, the banks themselves, or some of them at least, contribute
to the finaneing of housing. But here a distinction must be drawn between the
ordinary banks, a proportion of whose investments is made up of building_loans,
and those establishments specializing in property loans.

The specialized establishments seem to be by far the most significant,

They exist in most west-European countries, under various names (real estate
credit or mortgage societies, land banks, credit associations, ete.). A brief
analysis of their methods of operation in various countries has already been
given in chapter V of the document '"Methods and Techniques of Financing

Housing in Europe", published in March 1952 by the Housing Sub-Committee
(B/ECE/IM/HOU/38), These methods do not seem to have undergone any considerable
change since then, It must be pointed out here again that institutions whose
modes of operation are reasonably comparable may, depending on the country, have
a purely private or semi-public status, or may even be State institutions(l).
Some receive specific assistance from the public authorities or the general State
budget, but there is no relationship between the more or less private ~ or
public - status of these institutions and the extent of such assistance, which
depends much more on the general lines of State housing policy. Generally
speaking, the specialized institutions obtain their funds from public issues of
bonds or debentures; contributions come from other sources, however, such as
public funds and deposits,

In most countries, there are a few long-term building loans granted by
ordinary banks, On the other hand, these often play an important part in
certain countries - e.g. Switzerland and the Federal Republic of Germany -~ in
the granting of short and medium term crediss for the purchase of land or .
existing buildings or in advancing funds during the building period, These

eredits and advances often take the form of current acecounts,

* * *

(1) As in the east-European countries, where the banks have been nationalized.
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Disregarding the intermediary bodies which frequently act as collsctors,

private long-term investments in housing have a three—féld origin:

1.

3.

The
countr'j'f.

in some,

Long~term investments by the publio:-Qcapital investment by the owner
himself - plus purchase of stock in real estate companies, loans

‘between private'individuals, purchase of long-term bonds or debentures

issued by finance establishments against housing loans granted by them;'

Short-term deposits by the public with bodies which use sush funde for

long-term loans: - building loans granted by savings banks and building

societies, and also loans by certain banking establishments, partly

against deposit or current accounts,

Annual insurance prémiums of all kinds: - building investments made by

insurance companies out of their reserves, | .

relative importance of these three sources of finanging varies with the
It depends, naturally, on the savings system of the country concerned;

for instance, insurance is widely developed, in others less so., It is

influenced, too, by tradition and outlook; in this respect, certain systenms,

which are quite common in some countries and experience has shown to be

suceessful, are regarded with suspicion elsewhere, and are strictly controlled

or sometimes even prohibited,
In this field, a closor and more froquent exchange of experience between
the responsible authorities of the various European countries would enable

certain countries to improve their financing systems, either by closer adjustment
to savings methods or by a simplification of systems which in the course of time

have become cumbersome, .
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The economy of socialist countries, which is developing at a rapid pace, )
provides a firm basis for an extensive and ever-increasing housing programme in
those countries. Data on the vast amount of living space made available for use
clearly indicates the large scale of the housing programme in socialist countries.

For example, in the USSR in 1956 dwellings with a total living space of
36 million m2 were built by Stait> and co-operative organizations and also by
private individuals in towns at their own expense and with the assistance of State
loans, while in the countryside some 700,000 dwellings were built by collective farm
workers and the village intelligentsia,

The sixth five-year plan of the USSR (1956-1960), in accordance with the
directives of the Twentieth Congress of the Communist Party of the Soviet Union,
provides for the building of living accommodation with a total space of about
205 million m2 - that is, nearly twice as much as under the fifth five-year plen -
while the planned figure for private housing to be paid for out of personsl savings
and with the assistance of State loans is about 85 million mz.

In the People's Republic of Bulgaria, during the last four years of the second
five-year plan (1953-1956) alone, 5,437,000 me of living space were built, 1,790,600 m?
being made available for use in 1955, and 1,693,400 m? in 1956.

(1) It is regretted that this document was received too late for translation in
time for the session.

(2) The other documents to be issued on the financing of housing are listed in the
last paragraph of document HOU/Working Paper No. 59.
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In the Republic of Czechoslovakia the five year plan for 1956-1960 provides
for the building of living accommodation to a total value of 35,400 million crowns.

In the Republic of Poland the planned figure for living accommodation to be
built in towns and town-type settlements during the same pericd alone is about
1,200,000 dwellings (exact figures not yet available).

These vast housing prdgrammes require investment on a large scale, In
gocialist countries, funds for investment in housing are provided both from public
(mainly State) funds and from the personal savings of workers themselves.

The mein sources of finance for housing carried out by the public sector are:

(a) State investment;

(b) investment by Stete enterprises;

{c) 1nvestment by co-operative and public organizations.

The greater part of public investment in housing is determined, and carried out,
in accordance with the State Qwans for the national economy. A second and lesser
part of public investment 1s carried out over and above the State imwvestment plans.

Funds for investment in housing carried out under the State plans are provided
by special allocations from the State budgets and budgets of local authorities,
sllocations from the plamned profits of industrial enterprises and from a number of
other sources. There is no special indication in tho revenue side of the budgets
of the sources of capital investment in housing, though one may obtain a rough idea
of those sources by examining the items of budget rcvenue. The main source of
budget revenue in soclalist countries is the income from therational economy. Thus,
in 1955, income from the national economy ropresented 74.6 per cent of the total
budget revenue in Poland and 75.5 per cent in Pulgaria., According to the State
bUdéGt of the USSR, revenue from the national economy should constitute 85 per cent
of the total budget revenue for 1957, and, according 4,0 the Bulgarian budget, 77.2
per cente.

The mein sources of finance for housing carried out over and above the State
investment plans are special funds left at the disposal of industrial enterprises and
sssigned for improving culturel and recroational conditions for workers and for
raising output. These funds are madc up meinly of allocations from the planned

profits of industrial enterprises end from profits in excess of the plenned amount,
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and of sums allocated from a number of other sources, In industrial enterprises
in Bulgaria the allocations amount to 3-5 per cent of plenned profits gnd 30-50 per
cent of profits in excess of the planned amount. A considerable part of these
funds, spent by directors. of the enterprises in agreement with the factory trade
union committees, is used for building living accommodetion for the workers in the
enterprise concerned.

In the USSR, State enterprises and local Soviets of workers' deputies use the

following funds for housing over and above the State investment plans: _

(a) profits from the sale of consumer goods menufactured from the waste
products of the enterprise in question, which are left at the disposel
of the enterprise and of which up to 50 per cent may be spent by the
director of the enterprise on building living accommodation for the
workers

(b) prizes awarded to enterprises which are successful in the all-Union
socialist competition, part of which may also be used for financing
housing;

(c) revenue received surplus to estimates in the State budgets of member-
Republics of the Union, which may be assigned by Soviets of Ministers
of member Republics for housing over =nd abcve the State investment plans;

(d) funds accumulated by local industrial enterprises, part of which may be
assigned by Soviets of Ministers of member-Republics and Executive
Committees of local Soviets of Workers' Deputies for construction over
and asbove the plans for caﬁital works, including housing construction;

(e) a number of other sources which represent only a small proportion of the
total financing of housing.

In the USSR housing carried out by co-operative and public orgenizations is

financed from the following sources:

By collective farms ‘= from the non-distributable funds;

By producers' co-operatives - from long-term credit funds, sinking and

other funds;

By consumers' co-operatives - from the repair and building funds and

other funds;
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By house-builders' co-operatives - from contributions of members of the

co-operatives and other privaté funds;

By soocieties of writers, architects,

composers, artists and other public

societies and organizations . = from the funds belonging to those

| organizations.

In dther soclalist countries there are similar sources for financing housing,
and additional ones as well,

Side by side with the vast State and public housing programme, private and co-
operative housing has been developed on & large scale in socialist countries, such
housing being financed partly from the personal resources of private individuals and
partly by State funds made available to workers on favourable terms. In the last
few years in particular, private and co-operative housing has shown a very clear
tendency to develop further in the USSR, Bulgaria and Poland,

This tendency has been encouraged by the constant rise in the material and
cultural level of the working people and also by special steps whieh the socialist
States have taken to expand private ahd co-operative house building.

The proportion between public and private building is not the same in different

countries,
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As regards the USSR, the figures given below for total living space made

available for use indicate the size of the housing programme undertaken both at

State expense and by private individuals with their own resources.*

Living accommodation made available for use
By state enterprises and| By private individuals
organizations and local | in towns at their own
Soviets of workers:® ! expense and with the
k deputies | assistance of state
' Poriod | loans
Millions of| Percentage Milliogs of { Percentage
me increase I increase over
over the the period
period 1929-1932
1929-1932
i Firgt five ysar period 32,6 100.0 6.1 100.0
(1929-1932)
| Second five year period 37.2 114.1 5.0 82.0
| (1933-1937)
| 3 years of third five year 34,4 105,5 7.6 124.6
. period (1938-1 July 1941)
3 1 July 1941 to 1 Januvary 1946 41,3 126.7 8.5 139.3
- Fourth five year period 72 .4 222,1 30.4 498,4
: (1946-1950)
: Fifth five year period
| (1950-1955) 105.4 323.3 38.8 636.1

* Figures given do not include:
(a)

caplital investment plans,

This amounted to abecut

housing carried out by enterprises and organizations over and above the

10,000,000 m° of living

space built and made available for use during the period 1951-1955 alone;

(v)

at their own expense and with the assistance of tate lcans.

housing carried out by collective farmers and the village intelligentsia

During the

period 1951~1955 alone, collective farmers and the village intelligentsia
built 2,300,000 dwellings.,
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These figures show that there has been a particularly steep rise in the ameunt
-of housing carried out by workers at their personsl expense during the post-war
period., While the volume of State housing increased by 3.2 times during the fifth
five-year period in compariscon with the first five-year period, tke volume of private
housing in towns increased over the same peried by 6.4 times.

In Bulgaria, perhaps as a'result of certain naticnal traditions, the propeortion
nf private investment (including bank lcans) to the total volume of investment in
bnusing is relatively high, - mare than 50 per cent, as may be seep from the fs5llowing
table:

(percentage)
Total Resources cf private
Year | 4 ceotment State and wther puhlic funds | individuals, including
bank locans
1952 100 47,9 52.1
1953 100 L5.7 54.3
1954 100 53.5 : 4625
For all
four 100 48 o1 51 . 9
years .

The table shows clearly that, with the exception of 1954, the proportion of

private inveétment in housing in Bulgaria was rising steadily during the years under
consideration, and reached a figure of 55.3 per cent in 1955.

In Poland the proporticn of private investment in housing is rather lower. In
. 1955 private investment amounted to akout 20-25 per cent of tetal investment in
housing, The follhwing data on rcoms built and made available for use shew that the
volume of private and co-cperative housing is tending to rise, beoth relatively and
absolutely, in cemparison with State housing.
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Rooms made available for use in thousands
1954 1955 1956
Total built 209.3 252.1 239.9
1. Built in towns and town-type

gettlements 141.2 165.9 155.9
a) by the State 133.7 147.8 128.3

b) by privete individuals and
co-operatives : | 7.5 8.1 27.6
2., Built in the countryside 68,1 86,2 84.0
a) by the State ; 24.7 28.2 21.5
b) by private individnals 43.4 58.0 62.5

Tn the coming years (1956-1960), it is intended that there shall be a further
large-scale development of co-operative and private housing in Poland, side by side
with the considerable State housing programme, and the State is to offer sppropriate
assistance to private builders. In addition to the large amount of housing to be
undertaken in towns and town-type settlements, a considerable increase in housing
in the countryside is expected as well.

In Czechoslovakia during 1956 the proportion of private investment to the total
volume of invesiment in heusing was 44,.8 per cent, but according to the five-year
plan for 1956-1960 it will drep to 20.3 per cent, and there will be a reduction in

" the absolute volume of private investment as well. Thus, while in 1956 private
investment amounted to as much as 2,650 million crowns, the planned figure fir 1960
is 1,695 million crowns. At the same time, on the cther hand, State invesiment is
to: increase by more then twice, from 3,268,800,000 crowns in 1956 to 6,676,500,000
orowns in 1960, Over the seme period the total volume of investment in housing in
Czechoslovekia is to increase from 5,918,800,000 crowns to 8,372,500,000 crowns, or
by 41.5 per cent.

An important source of finance fer housing carried out by private perscns in
socialist countries is represented by the State housing loans advanced to workers
through the banks.
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The following figures give some idea of the velume of these loans: in the USSR
during the period 1946-1956 loans advanced to workers by the Communsl Banks and the
Agricultural Bank amounted to about 16,000 million roubles, while the planned fiéure
for housing loans in 1957 alnne is sbout 2,800 million roubles., In Bulgaria in
1955 and 1956 the Bulgarian Investment Bank issued loans for co-operative and private
house~building amounting to 182 million levs while the planned figure for 1957 is
200 million levs, that is, considerably more than the combined figure for the last
two years.

The terms on which loans are advanced differ somewhat from country to country,
but the main principle observed everywhere is that the borrower shall be assisted
in completing the work for which the mone¢y has been advanced and that the money'is
advanced on easy repayment terms. The loans are advanced at low interest rates,

1 per cent in Poland and 2 per cent in the USSR and Bulgaria. In Czechoslovakis
alone the rate is somewha’ higher, namely 4 per cent.

In the USSR housing loans up to 15,000 roubles are normally advanced for periods
up to ten years, though in certain circumstances the terms are rather different.
Thus, for instance, citizens expressing the wish tec move to newly-developed regions
may be granted loans cf up te 30,000 roubles and members of communities of the Far
North, who wish to take up a settled life, up to 40,000 roubles. In these circum-
stances, when thé dwelling haé been built, the State pays off up to 70 per cent of
the loan advanced in the first casc and up to 75 per cent in the second case.,

In Bulgaria locans up to 40,000 levs src advanced for periods up to 25 years
and in Czechoslovakia loans up to 25,000 crowns for periods up to 20 years. In
all socialist countries, except Czechoslovakia, private house-building has been
increasing at a rapid rate during recent years, and there has been a parallel
increase in the financial assistance granted by the State to private individuals
for building houses. .

NB. This document is based on the material relating to the USSR, Poland, Czechoslovakis

and Bulgaria only, since information cn other countiries has not yet been received.

t
,
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STANDARDIZATION AND MODULAR CO-ORDINATION
Note by the Secretariat

The Secretariat prepared for the last session of the Housing Committee a paper
summarizing the work that the Conmittee had carried out on the subject of
standardization and modular co-ordination and outlining the activities of other
international bodies in this field, namely the International Council for Building
Research, Studles and Documentation (CIB), the Europeen Productivity Agency (EP4),
the International Organizetion for Standardization (ISO) and the International Union
of Architects (UIA) (HOU/Working Paper No, 46). The Committee discussed this paper
and "agreed that govermments should be invited to reflect further how all-Europeen
co-operation and eventually agreement in this field could be promoted. The
Secreteriat was also asked to explore this matter with the specialized international
orgenizations working in this field ... in order that the gquestion might be considered
at a later session" (E/ECE/HOU/64, paragraph 16), The purpose of the present note
is accordingly to bring certain information conteined in that paper up to date and
to put forward a proposal arising out of informal discussions which the Secretariat
has had with some delegations and international orgenizations on how all-Buropean
co-operation in this field could be promoted within the framework of the Housing
Cormittee,

The first phase of the EPA work in this field described in the Secretarié%'s
paper has been completed and a report on 1t published, It consists essentially of
an exchange of information by describing in a convenient form the situation and
experience obtained with regard to modular co-ordination in the participating ‘
countries, The report brings together a series of nationalAmonographs, describing
the theories propounded therein, without however for the present attempting a general
all-Europeen synthesis or recommending the adoption of a single international module,
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The second phése of the work, now started, consists of the erection of test buildings
on & modular basis in the participating countries. National reports are intended to
be prepared on this phase of the work in two parts: the first, expected in
September 1957, will consist of full designs for the construction, including details
of all components: the second part, expected in the spring of 1958, will report on
the building construction and experience gained during construection, It is expected,
after completion of the second phase of the work, to arrive at practical conclusions
on the basis of experienced gained in the test buildings, Mention should also be
made of the EPAL Theory Group which has decided to prepare a number of special reports
on particular aspects of theory, 1.6, plenning grids, sub-multiples of the moduls,
tolerances, bricks and brickwork, and teaching and training in modular co~ordination,

The interests of the IS0 Committee, TC 59, were described in the Sceretariat's
paper. It is now proposed to convens this Committee and to attempt to establish and
adopt standards on principles of modular co-ordination and also to take up the problem
of tolerances in the building industry.

It is suggested, both with a view to pressing forward with the work on modulaf‘
co-ordination and standardizetion on an all-European basis and in order to bring both
govermments and the buiiding industries more fully into the picture, that the time
has come for further efforts by the Housing Committee. There is no need to repeat
here what hes already been said with regard to the role of govermments, particularly
on the putting into practice of recommendations concerning modular co~ordination and
standardization (see HOU/Working Paper No. 46). The importance of participation by
the building industries i: equally evident. In the long run advances can only be
made when it can be seen that modular co-ordination is a paying proposition and that
therefore the theoretical recommendations put forward are translated into large-scale
production‘of,building materials and components conforming to modular standards.

In the light of these considerations, it is suggested that consideration should
now be given to the convening of an ad hoc Meeting on standardization and modular'
co-ordination to be held in the course of 1958, in Geneva, under the auspices of the
Housing Committee, This ad hoc Meeting might be along the same general lines as
those convened on building documentation and building research in 1949 and 1950
respectively. The specific objectives of such an ad hoc Meeting might be:
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(1) a comprekensive all-European exchange of information on the present
pesition with regard to modular co-ordination and standerdization,
with particular emphasis on the steps being taken or envisaged to
pramote modular co-ordination and standardization in practice,
egpecially by direct or indirect govermmental action, Part of the
preparation for this phase of the special meeting would be a
substantial discussion of the subject which it is expected will be
included in the report on govermment technical policies and the cost
of building, in the course of preparation for consideration at the
November 1957 meeting of the Housing Committee;

(11) an attempt to work out a system of providing in common form technical
information concerning the properties and performance of building
products, with a view to assessing the value of building materials
and components entering into international trade (work has boen
started in this field by the CIB but to become effective in practice
it would seem that the active interest is required on the part of
the industries concerned and that govermmental, including inter-
governmental action will be necessary);

(111) the promotion of all-European trade in building materials and
component's through manufacturers taking part in the conference and
thus being encouraged to take part in producing on the 5asis of an
agreed modular system;

(iv) the making of detailed recommendations to the Housing Committee and
other appropriate bodies with a view to the actual adoption of an
all-Buropean agreement on a common modular systam,

If the Housing Committee cén reach agreement in principle on the convening of
an ad hoe Meeting along the lines suggested in this note, it is suggested that
detailed proposals for preparation should be worked out by the Secretariat in
consultation with rapporteurs nominated by the Housing Committee and the other
international orgenizations working in the field of modular co-ordination, and that
final decisions on the organization of the Meeting should bo taken at the session
of the Housing Committee to be held in November 1957,
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‘(Item 5 of the Provisional Azenda for the fourteenth session)

THE FINANCING OF HOUSING IN EUROPE
Current Sources of Capit@;(l)
Werking Paper Prepared by Mr. D. Lorenzo (Italy)

I. PEreface

This Report covers sixteen countries, i.e. Czechoslovakia, Denmark, Federal
Republic of Germany, Finland, Greece, Ireland, Italy, Netherlands, Norway, Poland,
Sweden, Switzerland, Union of Soviet Socialist Republics, United Kingdom and
Yugoslavia.

The data come from reports prepared by the verious countries and, in generel,
relate to 1955,

The purpose of this Report is to analyze the sources of capital invested in the
construction qf dwellings, to compare the methods adopted in the various countries,
and to explain the differences between them.

II. Review of the Situation in the Various Countries

The information given below, relating to the importance of the part played by
housing in the natiornal economies of the various countries and the sources of capital
invested in that sector, is taken from the reports submitted by th9 various countries.

In general, the information supplied by the various countries has been uéed, but,
in the absence of exact data, recourse has been had to estimates, wherc sufficient
pointers were available.

—E urre——

(1) The other documents to be issued on the financing of housing are listed in the
last paragraph of document HOU/Working Paper No. 59,
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CZECHOSLOVAKIA

The position of housing in the economy

The cﬁrrent five year plan (1956 to 1960) provides for a total capital investment
of 152,800 million crowns in the various sectors of the economy.

Over the same period, the sum allocated to housing is 35,354,54 crowns.
Investment in housing, therefore, amounts to about 16.4 per cent of total public
investment.

' Public funds

In 1956, 5,918.81 million crowns were spent on the construction of dwellings.
Of that sum, 3,268,81 million crowns, that is to say 55.2 per cent, were derived from
.public funds, A

The sources of the public funds were:

(2) participation in amortization payments on funds earmarked for the
financing of investment;

(b) participation in the profits made by nationalised undertakings
operating on a profit-making basis;

(¢) other resources at the .organizations' free disposal under their
financial programmes;

(d) state budget appropriations.

No information is available on the nature of the various sources.

State funds for financing the construction of dwellings do not come from public
loans,

Private funds

In 1956, private funds invested in housing amounted to 2,650 million crowns out
of a total of 5,918.81 million crowns, or 44.8 per cent of total investment in that
sector.

Private funds are derived from private saving, but private individuals benefit
to some extent by State loans (in 1956 such loans amounted to 50 million crowns).

Of the total expenditure incurred by owner-occupiers in the construction of
small dwellings, State loans represent 1.89 per cent.

DENMARK

The position of housing in the economy

Annual investment in the construction of dwellings amounts to about 750 million
crowns and represents 16 per cent of total gross fixed investment and 8 per cent of

the gross national product.
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Sources of capital

In 1955 State expenditure amounted to 335 million erowns, In addition,

200 million crowns were provided by first mortgage loans for the construction of
dwellings for which State loans secured by lower ranking mortgages had already been
granted. .

According to the data supplied'in the Report on the Financing of Housing in
Demmark, about 15 per cent of all dwellings built do not benefit by financial
assistance from the public authorities, which represents a private investment of
113 million dollars, o

The sources of the funds would therefore appear to be the following:

State: 335 million crowns
Loans: 200 million crowns (on subsidized building)
Private: 113 million crowns
Total: 648 million crowns

No precise data %3 available to show the origin of the 100 million crowns
remaining out of the total sum of 750 million crowns invested in 1955; they probably
came from municipal fundse. | -

It does not, furthermore, appear whether the State funds are provided under the
budget or from other sources. S

The major part of the private funds take the form of long term bonds issued by
land banks, the remainder coming from private owners. No breakdoﬁn of the total
amount between those two sources is possible. |
FINLAND ‘ B

The position of housing in the economy

Annual investment in the construction of new dwellings amounts to about
50 or 60,000 million marks, to which must be added 15 to 20,000 million marks for the
repair of and alterations to existing buildings. It is not clear wh t percentage
of total fixed investment'is represented by such expenditure.

Investment in new building rgpresents between 6 and 7 per cent Qf the gross

national product.,
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Public funds
Public investment reprcsents 20 per cent of the total and is broken down as
follows:
Loans for new building -~ 12 to 15 per cent
Loans for rural housing - 2 to 3 per cent

Loans and subsidies for the improvement
of rural dwellings - 3 per cent.

Whether the funds invested came solely from the State budget or from other sources
as well is not clear.
Private funds

The breakdown of the 80 per cent representing private investment is as follows:

First mortgage loans granted by finance
institutions for the construction of
dweiings qualifying for State loans =~ 15 per cent

Owncr-oceupier contributions - 8 per cent
The balance (50 per cent) represents building carried out by means of funds
borrowed without the assistance of the public authorities.
No precise data is available to show how much of that amount expended is derived
from owner-occupier contributions and how much from finance institutions,
GREECE

The position of housing in the economy

Total investment in the construction of dwellings amounted in 1956 to 7 per cent
of the gross national product, or 29 per cent of total gross fixed investment,

In 1955 the position was very different; then total investment in housing
amounted to 3.85 per cent of the gross national product, or 20,6 per cent of total
gross fixed investment.

Public funds .

Public funds represented 5 per cent of the total in 1955, and 2 per cent in 1956,
the balance emanating from private sources,

isecording to the available information, public investment in Greece fluctuates
very appreciably from one year to the next.

In 1957, for instance, investment by public authorities is expected to amount to
164.215 million dracﬁmai, whereas in 1954 such investment only amounted to 30 million,
No figures are available for 1955 or 1956.

The public funds are derived from the State budget and from deductions made from
workers' wages. Those deductions, therefore, constitute a sort of special tax.

The average percentage of total revenue represented by that tax is not known.



HOU/Working Paper No. 61, Add,7
page 5

The estimated yield of this tax in 1957 is 71,500,000 drachmai that is to say .
more than 43 per cent of total public investment,

The sources of private funds are not indicated.
IRELAND
The position of housing in the economy

Annual investment in the construetion of dwellings amounts to £l4,000,600, that
is to say 19,5 per cent of total gross fixed investment and 2 per cent of the gross
national product,

Public funds _

Public funds account for about 75 per cent of the above investment. They come
from publie loans and post office savings accounts,
Private funds

Private funds, representing 25 per cent of the total, are accounted for to the -
extent of 60 per cent by mortgage loans granted by banks, building sacieties and
insurance companies, The remaining 40 per cent is Trepresented by funds provided by .
the buyers of dwellings themselves and by the proceeds of the issue of bonds, |
ITALY
The position of housing in the economy

In 1955 investment amounted to 715 thousand million lire, representing 24
per cent of total investment and 5.6 per cent of the gross national product.
Publie funds

Public funds constitute about 13 per cent of the above-mentioned amount, They
are derived from the State budget, postal savings accounts and a special tax on
construction of dwellings. | ' |
Private funds

Private funds, which represent 87 per cent of total investment, are provided by
the capital market (land banks, finance institutions and insurance companies) to the
extent of about 40 per cent, the remaining 60 per cent being accounted for by the
contributions of private buyers of dwellings and by funds invested by building under-
takings.
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NORWAY
The position of housing in the economy

The percentage of total investment represented by investment in the construction
of dwellings is not known. It amounts to 6.2 per cent of the gross national product.,

Sources of capital

Nearly three-quarters of the "new building" programmes are financed with the
assistance of loans and subsidies granted by two specialized State banks.

60 per cent of construction costs is covered by loans, 17 per cent by capital -
subsidies, and the remaining 23 per cent by the contributions of private owners of
dwellings.

Capital subsidies are granted to the extent of two-thirds by the State, and one-
third by the municipalities,

Including the 25 per cent represented by dwellings built for private account
without any assistance from the bublic authorities, the sources of the funds are as
follows:

Public funds
Public funds invested in housing amount to 57.75 per cent of total investment,

broken down as follows:

State loans 45 per cent
State capital subsidies 8,50 per cent
Capital subsidies by municipalities 4,25 per cent

Of. the above-mentioned funds, the sums advanced in the form of loans come from
the floating of public loans by the State, whereés capital subsidies are included under
the State or municipal budgets.

- Private funds

The share of private investment amounts to 42,25 per cent, of which a part squal
to 25 per cent of total investment relates to the constructioﬁ of dwellings built
without any assistance from the public authorities. The balance of 17.25 per cent
represents funds put up by private individuals for the construction of dwellings
qualifying for State assistance.

No precise information is available regarding the sources of private fumds,
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NETHERLANDS
The nosition of housing in the economy
In 1955 investment in the construction of dwellings in the Netherlands amounted to
940 million florins, and to 1,250 million in 1956, These figures are equivalent to
16 and 19 per c¢ent respectively of total fixed investment, excluding investment by

public authorities.

In relation to the gross national product, the percentage is 3,2 per cent for
1955 and 4 per cent for 1956,

In 1955, 69 per cent of the total number of dwellings built was financed by the
public authorities, the corresponding percentage for 1956 being 66 per cent.
Sources of the fund

The sources of the funds may be broken down as ¥follows:

Municipelities and associations 47 per cent (with State subsidies)

State 11 per cent (1 per cent polders:
10 per cent subsidies for
partially assisted housing)

Total 58 per cent (to which must be added an
— unknown percentage for State
subsidies for dwellings
built by municipalities and

associations)
Bank loans 25 per cent
Funds of private owners 17 per cent
Total 42 per cent
Grand Total: 58 per cent 4+ 42 per cent = 100 per cent

Public funds _

" For the construction of dwellings, municipalities make use of funds borrowed from
insurance companies, pension funds, and savings bank funds: or alternatively they
issue public bonds at from 3 to 4 per cent with a life of from 30 to 40 years. The
funds for State subsidies are provided for in the budget.

Private funds
These consist of the sums advanced by finance institutions (banks, insurance
companies, building societies and other bodies making mortgage loans) on the one haﬁd,

and the contributions of private owners on the other.
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The share of the finance institutions may be estimated at 25 per cent of the
total investment., Actually, the data submitted shows that, as regards the construction
of dwellings with the partial assistance of pﬁblic authorities alone, the banks?
contribution represents 60 per cent, to which must be added the contribution made by
finance institutions in the form of loans on dwellings built without State assistance,
The contributions of private owners acecount for 17 per cent of the total,
POLAND

e position of housing in the economy

In 1955, State investment in urban housing amounted to 3,901 million zlotys,
that is to say to 11.3 per cent of the investment funds of the socialiggd econonmy,
and to about 2 per cent of the national revenue, .

That figure should be increased from one-third to one-half to allow for other State
and private building. Total investment may be estimated at 5,526 million Zlotys
which, according to the data given above, amounts to 3.5 per cent of national revenue,
Public funds

Funds invested in housing are derived to the extent of between 75 and 80 per cent
from the State budget, and are used directly for the construction of dwellings by
speeialized bodies,

In addition, the National Bank of Investment grants loans up to 70 per cent of the
cost of construction at 1 per cent interest and with an amortization period of ten years
to co-operatives and private individuals building within the Pramework of construction
subject to the control o»f the local peoples! councils.

Private funds

These represent from 20 to 25 per cent of total investment, They are derived
from private savings and are invested, either in the construction of non-subsidized
dwellings, or used to complete the amount required for building subsidized by means
of loans from the National Bank of Investment.

UNITED KINGDOM

The position of housing in the_economy

£642,000,000 were invested in the construction of new dwellings in 1955, a figure
which represents about 22 per cent of total fixed investment and 4 per cent of the

gross national product,
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Public funde _

Of that sum between 30 and 40 per cent is accounted for by grants fram public
funds by the State or local authorities.

The latter build with the assistance of funds provided, partly by the State
in the form of sixty year loans, and partly by loans made on the same terms by finance
institutions.

No precise data is available as regards the nature of funds invested directly
by the local authorities, that is to say those that do not come from State assistance,
Private funds

Private funds account for between 60 and 70 per cent of the total, No data
is available as regards the respective shares of contributions from finance houses
and from private buyers or builders,
FEDERAL REPUBLIC OF GERM.NY

The position of housing in the economy
DM 10,000 million, representing 25 per cent of total fixed investment and

6 per cent of the gross national product, were invested in the construction of new
dwellings in 1955,
A percentage breakdown of those funds is as follows:

Public funds | | 27 per cent
Funds obtained from the capital market . 49 per cent

Contributions by private capital 24 per cent -
Public funds ’ o
Public funds are provided under the State,."Lﬁnder" and municipal budgets, and
by fifteen-year loans at 8 per cent, issued at 98 per cent of their nominal value,
Private funds
Private funds come from: ,
(a) ‘Savings banks, loan banks, life insurance companies and social
insurance institutions. All those institutions grant first
mortgage long-term ioans; 4
(b) Land savings banks, which make medium-term loans secured by
second and third mortgages;

(¢) Builders, private loans, loans and subsidies by employers.,
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Those three sources, which constitute the capital market, provide 49 per cent
»f the total amount invested. To that should be added 24 per cent representing the
contributions of private owners. O0f the total private capital invested, 67 per cent
is accounted for by mortgage loans and 33 per cent by contributions from private
individuals,
SWEDEN

‘'The position of housing in the economy
In 1955, investment in the construction of new dwellings amounted to 2,200 million

crowns, representing 15 per cent of total fixed investment and 6 per cent of the gross
national product.

Including repair work and the conversion of existing dwellings, the amount
invested totaled 2,900 million crowns.
Public funds

Of the total amount invested in the constructionof new dwellings in 1955,
800 million (36.0 per cent) represented the investment made from State budgetary funds.
Private funds

These account for 64,0 per cent of total investment. Taking thot percentage to

equal 100, the breakdown of private funds by percentages is as follows: ¢
Funds supplied by the capital market 84 .8 per cent
Contributions from private owners 15.2 per cent

SWITZERL..ND

The position of housing in the economy
In 1955, investment in the construction of dwellings amounted to 1,560 million

francs, corresponding to 6.7 per cent of the national revenue.

No precise data regarding the proportion of gross total investment represented
by that percentage is available.
Public funds

39,400 dwellings in all were built in 1955; 2,750 with the financial assistahce
of the public authorities and 36,650 without.

The State does not provide financial assistance in any form. Public assistance

takes the form of loans made by the Federal Funds and guaranteed by the cantonal
govermments, or of the building at cantonal cost of a very limited number of dwellings.
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Out of the 2,750 dwellings built in 1955 with financial assistance only 514
(in communes with a population of more than 2,000 1nhabitants) were bullt with public
funds; this represents 1,7 per cent of the totai. However, this perocentage is
slightly higher when other dwellings (2,750 - 514 = 2,236) built with the assistance
of a cantonal subsidy are inecluded.
Private funds

They represent praciically the whole of investment in the construction of
dwellings, and comprise loans granted by land banks, private and cantonal banks and
insurance companies, with the addition of the contributions of private owners. The
latter represent 30 per cent of the capital invested.
TURKEY
The position of housing in the egonomy

Annual investment in the construction of dwellings amounts to about 665 million

Turkish lire, or 3.2 per cent of the gross national product,

No information is available to show what proportion of gross fixed investment
this represents.

Public funds ,

These account for 2.24 per cent of total investment and are teken from the income
obtained by the State from its shares in the Banque de credit immobilier, and from
social insurance funds.

Private funds

Private funds account for 97.76 per cent of total investment in dwellings.

They consist of loans by the Banque de cfedit immobilier in urban areas and by the
Banque agricole in rural districts, and, naturally, of the contributions of private
owners. _

How much is attributable to each of these sources is not exactly known.

SOVILET UNION
The position of housing in the economy
The data required to determine the comparative 1mportance of the housing sector

to the national economy as a whole is not available,
Public funds
Public investment is made up of:
1, State investment
2 Investment by State undertakings and local soviets

3. Investment by co~operative and welfare organizations,
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1. State investment: This is planned, and the funds are provided by appropriations

under the budgets of the Soviet Union and of the federated republies, and also from
the profits made by public undertakings, ]

Over the period 1950-55, dwellings built under the five—yeér plan account for
03 per cent of the total amount spent on new building in towns.
2. Investment by State undertakings and local Soviets: This is additional to the
five-year government programmes. The funds are obtained from the predicted and
unpredicted profits of undertakings under independent management; the profits from
the sales of by-products of the manufacture of large-scale consumption goods;
production bonuses paid to undertakings; federated republic budget surpluses§
the reserves built up by local industrial undertakings and other similar sources.

3. Co-operative and welfare organizations: Investment by these organizations also

takes place outside the framework of State planning.

| In the case of collective farms the source of capital is to be found in their
undistributed profits funds., artisanal co-operatives have recourse to long-term
loans and levies on amortization and other funds. Consumption co-operatives draw on
maintenance and building funds etc. and housing co-operatives on payments made by
members in return for their shares. Trade associations provide the money from their
funds.

Private funds

Every citizen has the right to buy or build a one or two~storey house with not
morc than six rooms, at his own expense,.

The 1950/55 five-year plan has enabled the construction with public funds of
4 miliion sg.m, of urban living space. Over the same period 38.4 million sq.m. of
urban living space was built by private individuals with or without State assistance. |
Over the period 1951/55, collective farms and other inhabitants of rural districts
built 2,300,000 dwellings with or without State assistance.

4n examination of these figures shows that over the period 1950/1955 the houses
built in towns under the ausnices of the State, represented 63 per cent of total urban
building, the remaining 37 per cent being built outside the framework of State planning
with or without assistance from the public authorities.

additional to the above are the houscs bullt inrural districts over the period
1951/1955 (2,300,000 dwellings), also with or without State assistance.
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Over the period 1946/1956, bank or private advances for the construction of
dwellings amounted to about 16,000 million roubles. In 1957, 2,800 million roubles
is to be provided, representing an increase of more than 50 per cent over 1956,

No other information is to be obtained fraom the report, but it will be seen
from the above that the sum of urban and rural housing, and the extent of extra-
governmental contributions thereto by organizations and private individuals is very
considerable,

YUGOSLAVIA
The position of housing in the economy

29,700 dwellings, valued at 58,490 million dinars, werc built in 1955, That. .

investment is equivalent to 13.8 per cent of total gross investment and 4.4 per cent

of the national revenue, Of that sum public financing accounted for 39,498 million
dinars (68 per cent of the total), the remaining 18,992 million (32 per cent) being
obtained from private souroces.
Public funds
' These come from ad hoc Permanent PFunds for the construction of dwellings, which
have both local and central representation and grant subsidies to the poorer communities
in r=al need of dwellings.

Up to 1955, the funds' sources of income consisted of compulsory contributions
from collectivities and State grants amounting to 3 per cent of the budget revenue,

Since 1956, the system has been changed and the Funds are fed by a compulsory
contribution amounting to 10 per cent of the total wage bills paid by commercial,
industrial and other undertakings and by public bodies,

For their contributions undertakings draw on the profits shown in their balance
sheet, and public bodies on their budget revenue.
Private funds

These are derived from savings and agricultural production,
III, Comparison of Data

The following table (Table 1) provides comparative data on the importance of

housing to the economy of the various countries in 1955,
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Table 1
| fS:Zitzgogit Percentage Percentage Percentage
COUNTRIES housing of fixed of gross of public
, (millions in investment national investment
local currency) product
1. Czechoslovakdall) 5,918.81 16.4 - 55,20
2, ‘Demnmark 750 16 3 45(2)
3, Finland 50/60,000 - 6/7 20
4, Federal Republic of 10,000 o5 6 o7
Germany

5. Greece 57,192 20.6 3.85 5
6. Ireland 14 19.5 2,7 75
7. Italy 715,000 25 5.6 13
8. Netherlands 940 16 3.2 58(4)
9. Norway(s) - - 6.2 58(4)
10, Poland 5,526(4) 11.3(5) 3.5(4) 75/80
11, Sweden(6) 2,900 20 6 36(4)
12, Switzerland 1,560 - 6.7 1.7(7)
13, Turkey 664 - 3.2 2,24
14. USSR - - - -
15, United Kingdom 642 22 4 30/40
16, Yugoslavia(8) 58,490 13.8 4.4 68
(1) 1956 (5) Percentage of total investment funds of
(2) State investment :gsezggéiiized economy represented by State
(3) 1954 (6) Including repairs and alterations
(4) Estimated

(7)
(8)

Incomplete data

Urban building only
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IV. Comparison of Methods Adopted By Various Countries
A, Public Funds

The sources of public funds to which the various countries have recourse for the

financing of housing may be classified as follows:

(a) State budgets

(b) Public loans

(¢) Special taxes

(d) Post Office Savings Banks

(e) Local authorities

(£) Miscellaneous public bodies.

(a) State budgets

Nearly all countries draw on the State budget, that is to say the general revenue,
for part of the funds to be used in building or to promote the construction of
dwellings, even though they may also have recourse to other public sources for that
purpose, _

Switzerland and Turkey form the only exceptions to that general ruls.

Actually, the Swiss Government has taken no part in the construction of dwellings
since 1950. With the exception of some restricted action by the cantonal authorities
this sector has been left to private enterprise, and more particularly to private
capital, which is readily available in Switzerland at fairly low rates of interest.

The system adopted in Turkey, on the other hand, consists in the State taking
up shares‘in some- banks which, among other things, take part in the financing of
real estate operations, partly at reduced rates.

Hence, in Turkey there is no direct participation by the State or the public
authorities in investment in the construction of dwellings, despite the fact that
the capital market is fully extended and the rates of interest quite high,

(b) Public loans

The countries that make use of public loans to obtain funds for investment in
housing are the following: Ireland, the Netherlands, Norway and the Federal Republic
of Germany. '

In Ireland, loans are issued by the State and in part subscribed for by the banks.

No other particulars are available.



HOU/WOIklIlQ; —d._b)vl J 5- 5 :deg’r
page 16

In Norway, the issue of public loans is carried out at fasrly low rates of
interest, not more than 4 per cent. Sinece 1951, however, very liﬁtle recourse has
been had to that source of capital, the major part of the funds required being provided
by budget appropriations.

In the Netherlands, the issue of public loans is in the hands of the municipalitles.
The loans have a life of from 30 to 40 years and carry interest at from 3,25 to 4,25
per cent. The bonds are quoted on the Amsterdam Stock Exchange, and the market in
them is very active,

In the Federal Republic of Germany, loans are issued by the Federal Government,
the Linder and by municipalities. They are issued at 98 per cent of their nominal
value., The life of the bonds is 15 years and they carry interest at the rate of
8 per cent.

(c) Special taxes

A sort of special tax has been introduced in Greece, Italy and Yugoslavia.

The systems adopted in those countries have this feature in common, that the incidence
of the tax depends on the amount of the wage bill.

In Greece, the tax takes the form of a deduction from wages. No further
particulars are c¢:ailable as regards that country.

Since 1941 the law in Italy provides for a contribution by private entities and
public bodies that employ labour, The tax is at the rate of 1,20 per cent of the
total wage bill, The State, provinces, communes and public assistance and welfare
institutions are exempt.

The workers for their part pay a contriﬁution amounting to 0,60 per cent of their
Wages. The total yield from this tax covers about 30 per cent of public investment
(1955) in housing. The State for its part makes a contribution proportionate to the
receipts from the tax.

In Yugoslavia the tax was introduced in 1956, but it is only levied on the
employer, and to the extent of 10 per cent of the total wage bill., The State
contributes a similar proportion of the amount it pays out in wages.

(d) Post Office Savings Banks

APt S e

Finlané, Ircland and Italy draw a part of the funds required for investment in
the construction of dwellings from Post Office Savings Banis., No data is available
on the extent of that financial contribution, except as regards Italy, where (1955)
that source may be estimated to have provided about 40 per cent of total public

investment in housing.
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(e) Local authorities

The activities of local authorities in this field vary substantially according
to the social structure of the various countries, In general, the municipalities in
the countries of northern Europe contribute towards the financing of housing by
granting loans or capital subsidies to help with the amortization of loans made by
them or the State.

Furthermore, in those countries the system is in force of granting mortgage loans
with differentiated ratings, i.e. the State or the municipalities grant loans secured
by mortgages of o lower rating or at all events at a lower rate of interest than is
required by the capital market. In the countries of eastern and southern Europe,
despite the differences in their social structure, the powers of the local authorities
are more restricted, or at least based on principles other than those underlying the
administrative organization in nordic countries.

It follows that the contribution of the local authorities towards the financing
of housing is much more restricted, or is altogether lacking.

According to the particulars supplied by the various countries the position '
is as follows:

Denmark:  Action by municipalities takes the form of granting subsidies or loans.

The amount of that contribution is not known

Finland: It appears that the municipalities' contribution is very small, No

details are available. _

. Ireland: The municipalities assist in the amortization of loans granted by the State.
Until 1951 the two largest municipalities also issued public loans which were subseribed
for to the extent of one-third by the State. No other information is available,

Italy: The municipalities step in only in special cases, and where they dispose of
building sites they provide them free of charge for the construction of INA-Casa
dwellings or for slum clearance. The autonomous regions, nevertheless, grant subsidies
for, or take a direct part in, the construction of dwellings for the poorer citizens

in need of assistance. |

Norway: The municipalities grant capital subsidies as a ccmplement to the subsidies
granted by the State. Subsidies are granted in respect of 75 per cent of the dwellings
built. All in all, they cover 17 per cent of the building costs and are provided to
the exten. of two-thirds by the State and of one-third by the muanicipalities. The
municipalities' contribution may be assessed at 4.25 per cent of total investment in

housing.
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The Netherlands: The municipalities obtain the necessary funds for the financing of

housing by mcans of public loans and advances made by insurance companies and other
institutions of a similar nature. Here, the financial participation of the
municipalities is very considerable.: Actually, the municipalities finance 47 per cent
of the construction of dwellings.

United Kingdom: The local authorities obtain the capital required f-r the construction
of dwellings and for granting subsidies from the capital market. No data is

aﬁailable to show the size of the financial contribution made by such local authorities.

Federal Republic of Germany: The Linder and the municipalities extend loans and grant

and guarantee advances in the case of the various categories of subsidized dwellings.
.In addition, the Linder and?.» municipalities combine with the State in the establish-
ment of the '"Equalization of Burdens Funds" from which DM 500,000,000'(cﬁrresponding
to one-twentieth of total investment in housing) will be taken in 1957 for cheap
housing. ‘
Switzerland: The arrangements vary with thecantcn. In the Canton of Vaud, for
instance, the cantonal authorities guarantee the loans and the punircipalities give
the land free of charge.

In the Canton of Zurich the cantonal authorities grant subsidies provided that
the municipality does the same,

Soviet Union: The federated republics and the local soviets contribute towards the

financing of houses built within the framework of the five-year plans by means of
funds appropriated in their budgets and also assist in financing of building outside
those plans from budget surpluses. Other public bodies also assist in such financing.
In the absence of d ta, the size of such contributions cannot be determined.

(£f) Other public boliies

The bodies which in gencral contribute towards the construction of dwellings from
their own funds are: insurance companies, social insurance institucions, labour
cooperatives, professional associations, ete, Those agencies are classified as
"public" or "privatce' according to the social structure obtaining in the various
countries, but their main activity (insurance, etc.) and also their secondary activity,
i.e. the employment of funds for housing, takes a similar form in all of them.,

Nearly all the countries of western Europe mention agencies cf this sort as being
among those taking parﬁ in the financing of housing; but the extent of their contri-

bution cannot be determined in the absence of precise details,
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Side by side with these agencies, there are also the State ﬁéﬁké"éna ﬁublic
institutibns concerned-with financing. Here again, no precise information 1is
available. Such data would not, in any case, serve a useful purpose, since these
banks administer State funds or funds from other sources (postal savings, special
tax, etc.)'which have already beeﬁ dealt with separateiy. As an example, of such
institutions, mention may bé made of the "Cassa Depositi e Prestiti",(Deposit and -
Consignation Office in Italy); tho "Norske Stats Hansbank" in Norway; the Publie
Works Loan Board in the United Kingdom, the TUrkige Eml&k Kradi Banksi in Turkey and
the Central and Local Funds in Yugoslavia.

Referehce should also be made to the housing cooperatives. Those institutions,
which areycdnsidered to fall within the private sector in the countries of western
Europe, are held to belong to the public sector inisome countries of sastern Europe.
In their case it is, however, also a question of organizations supported partly by
the contributions of their individual members and partly by assistance from the
public authorities,

B. Private Funds
(a) General o _ _ .

For 50 per cent of the countries'covered by.this study, the principal source of
cepital for investment in housiné is constituted by private funds. The ather
50 per cent fall into three categories: . : .nwm”mv“f."“‘

(a) countries in which public sources have a slight preponderance;

(b) countries in which the preponderance of public sources is quito marked;

(e¢) countries in which the preponderance of publiq sources.is very great.

The first category comprises the following countries, listed in order of-
magnitude of their private sources: ‘ ' :. B ’ S

Switzerland, Turkey, Greece, Italy, Finland, Federal Republic of Germany,

United Kingdom and Sweden. 4 . o _

The members of the other three groups, listed in the same order, are:

(a) Czechoslovakia, Denmark, Norway and ﬁhe ﬁethérlands;,

(b) Soviet Union and Yugoslavia;

(¢) Ireland and Poland.

(v) Sources
There are two main sources of private funds: bank advances and private saving,
Any preponderance of one of those two sources over the other depends on the

general economic conditions and the social structure obtaining in the various countries,
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(c) Bank advances
Bank advances are very much to the fore in countries where private capital

circulates very freely.

Switzerland undoubtcdly comes in first place in that sector. In all countries
the activities of banks which normally make long-term advances to specialized
institutions are affected to a remarkable extent by the countries! social structure.
These specialized institutions may be State banks or private banks, but they are to
be found in all countries and grant long-term loans secured by mortgages.

In the countries of western Europe such oredit facilities are in general
provided, elther by a few State banks, which grant mortgage loans on favourable
terms to certain categories of the population given preferential treatment under the
national legislation, or by private finance institutions which grant mortgage loans
at market rates., In those countries, the granting of mortgage loans by life
insurance companies and social insurance institutions is also widespread. Those two
types of organization can be either public or private, a¢cording to the social
structure of the country in question. .

In ecountries with a collective economy, the banks providing credit facilities
for housing are public institutions such as, for instance, the Tziekombank in the
USSR, which uses the municipal banks as its agents.

(d) Erivabe gaving

The participation of private saving in the financing of housing takes the
following three forms:

Loans by building societies;

Loans by savings banks;

The personal savings of house-owners.

The first of these forms is a remarkasble characteristic of the countries with
a frce economy. In thosc countries, apart from work ecarried out by public bodises,
the construction of dwellings is in the hands of private building firms operating
under conditions of free competition.

In Italy, building firms, in addition to building houses for the account of
public institutions or private individuals, who themselves finance the work, also

build for their own account with a view to re-sale.
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In this case, the building societies invest their own capital (usually it is
partly their own and partly capital borrowed from finance institutions) in building,
and then scll the dwellings on easy terms. In this way these socictiocs to some
cxtent provide crcdit over and above the loans granted by finance institutions.

In practicc, this systcom represents a medium-term investment of the undertaking's
profits.

The countrics that have mentioned the financial participation of building firms
in housing in their reports are the following: |

Ireland, Italy, the Notherlands, the United Kingdom, Federal Republic of

Germany and Sweden.

The other two forms are common to all countries covered by this report, since the
system of channelling savings to savings banks is widespread and encouraged in all
countries, irrespecctive of their social structure.

The same thing applies as regards the personal savings of the owner-buyer or
builder, which also, where they assume concrete form in house-building - as is to be
gseen in the Polish, Russian and Yugoslav country districts - represent some sacrifice
of other requirements to the desire to own a dwelling, a natural human aspiration all
over the world.

(e) Comparison betweep the various countries

The data supplied are not sufficient to enable a complete and, more particularly,
correct comparison of the various systems adopted in the investment of private funds
in housing.

The following table can therefore only provide a very rough breakdown of the
sources of the capital invested.

In most cases the figures are based on partial data and the estimates are in
consequence liable to be unsatisfactory. They may nevertheless suffice to give a

general idea of the position in the various countries.,
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TABLE 2
Rough estimated percentage breakdown in round figures of the financial contributiocn
made by public authorities, finance institutions and individual proprietors in the

various countries.

Private funds

COUNTRY Public funds

Finance Private
institutions proprietors
Czechoslovakia 55 45
Denmark 58(1) 27 : 15
Finland 20 45 35
Greece 5 95
Ireland 75 15 10
Italy 13 ' 35 52
Norway 58 21 21
Netherlands 58 25 17
Poland 77 23
United Kingdom 35 65
Federal Republic of o7 49 24
Germany _
Sweden ' 36 55 , 9
Switzerland 2 68 30
Turkey 2 98
ussr(2)* 63 a7
Yugoslavia* 68 32

* Urban building only. Rural building is almost entirely carried out by and at
the cost of private individuals.

(1) State investment plus estimated investment by municipalities.
(2) Data rclating to the years 1950-1955. '
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Y. Conclusion

The fundemcntal principles on which the various countries base their economic
policy as rcgards investment in housing are in general the same, and may be summarized
as follows: .

(a) Direct action by the public authorities in different forms to provide
dwellings for the poorer classes of the population;

(b) Promotion of private building by means of financial assistance from the
public authoritics;

(e) A general tendency over longer or shorter periods to allocate an
increasingly large part in housing to private enterprise.

The above-mentioned principles must naturally be given a very wide interpretation
and be adapted to the difference in the meaning attached to terms, and also to the
divergent social structures in the various countries. But, in their general lines,
they are common tc all countries. ,

The only exception re¢vealed by an examination of the reports is Turkey, where

there is no direct participation by the public authorities in the financing of housing.
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ECONOMIC COMMISSION FOR EUROPE

HOUSING COMMITTEE i
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for the fourteenth session) RN

MATTERS ARISING FROM THE TWELFTH SESSION
OF THE ECONOMIC COMMISSION ¥FOR EUROPE

Note by the Secretariat

The following note incorporates the discussions, decisions and documents of the
twelfth session of the Economic Commission for Europe, held .in Mey 1957, in so far
as they are relevant to the work of the Housing Committee,

Discussion of the Report of the Housing Committee

The annual report of the Housing Committee to the Commission, which at the
request of the Committee was put in final form by the Secretariat and approved by
the officers of the Committee, is attached as Annex I,

An extract from the summary records of the Commission, containing a summary of
the introductory statement by the Chairman of the Housing Committee to the Commission
and a sumnary of the ensuing debate on the Housing Committee, is attached as
Annex II,

The section of the report of the Commission to the Economic and Social Council
relating to the work of the Housing Committee is attached as Annex III,

Decigions re;e\}ant to the work of the Housing Committee

The programme of work, which was adopted by the Housing Committee and submitted
to the Commission, was circulated as an annex to the report of the Committee's
thirteenth session, E/ECE/HOU/64, The Commission adopted its programme of work for
1957/1958, which incorporated the programme of work of the Housing Cammittee, in a '
resolution now attached as Ammex IV, It will be noted that this resolution calls
upon the Committee to consider the points made in the diseussion at the twelfth
session and particularly when adjusting its programme of work, In this connexiem,
the attention of the Committee is also drawn to the discussion which took place on

“the implementation of ECOSOC Resolution 630 A,1 (XXII) relating to co-~ordination
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of activities and concentration on major tasks; in Annex V an extract from the
summary records of the twelfth session is given, Since in the discussion on this
question a number of references were made to the Note by the Exeoutive Seorstary
(E/ECE/276), it might be useful to refer to that doeument,

Furthermore, the attention of the Housing Committee 1s drawn to the discussion
by the Commission on the development of contacts between countries of eastern and
western Europe and to a resolution unanimously adopted by the Commission in this
respect inviting the Committees to consider the possibilities for the further
development of contécts, including study tours; the text of this resolution is
given in Amnex VI,

. The attention of the Committee is finally drawn to a summary of the
Commission's debate on economic development of southern Europe, contained in a
gection of the Commission's report to the Economic and Social Council and attached
as Annex VII,
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ANNEX T
ANNUAL REPORT OF THE HOUSING COMMITTEE TQ THE ECONOMIC COMMISSION FOR EUROEE

I. INTRODUCTION
1. The present report on the activities of the Housing Committee and of its
subsidiary bodies covers the period from 1 January 1956 to 31 January 1957. The
report was approved in draft by the Committee at its thirteenth session. The final
text was approved by the Chairman and Vice~-Chairman of the Committes on its behalf,
IT, ACTIVITIES

A. Relating Esgsentially to the Fconomic Aspect§.o£ Housing Policy
2., The Committee held its annual discussion of European housing progress and

policies, based on the Secretariat's provisional version of the annual Survey of the
housing situation in Europe in the preceding year. The Committee reviewsd the main
developments, especially the level of and trends in building activity, recent changes
in financial policy affecting housing, rent policies in certain countries’ and
building prices and cost; it aiso considered certain long-term problems relating

to private financing of housing and co-~operative housing. The provisional report
was subsequently revised and completed by the Secretariat in the light of the
Committee's discussion and issued for general distribution (European Housing Progress
and Policies in 1955, E/ECE/259, August 1956). '

3. The scope and methods of work for preparing the next annual Survey were
considered by the Committee. It was agreed that Part I of that report should discuss
the main housing trends and principal changes in housing policies in 1956, including
those relating to rural housing.

4, The Committee discussed, on the basis of comprehensive reports prepared by
rapporteurs, certain long-term problems relating to: clearance of dwellings unfit
for human habitation, on which it was decided that work should continue by an
enlarged group of rapporteurs; the orgonization and methods of and training in
housing management; and the formulation of house-building programmes, including the
concepts and methodology used in different countries. It was agreed that a

discussion of the last two subjects should be given in Part II of the next Survey.
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5. The Committee, taking note of thc extemsive work already done or which it has

in hand in the field of housing finance, and of Resolution 585 (XX)E of the Economic
and Social Council on this subject which inter alia recommended the convening of
regional meetings of experts on the financing of housing, decided that the greater
part of the Committee's meeting in the autumn of 1957 should be set aside for a
discussion of problems of housing finance. It was agreed as part of the preparations
that the work already done in this field should be brought up to date where necessary
and that other important problems not yet considered should be tackled. The main
purpose of this work would be to set the different elements of financial poliey in
relation to housing within a single framework and to draw where possible conclusions
and recommendations. The Cormittee approved the scope and methods of work for
preparing the meeting proposed jointly by the rapporteurs and the Secretariat.

B. Relating to the Technical Aspects of Housing Policy with Particular
Reference to Reducing the Cost of House Construction

6. The Committce decided to undertake a systematic and comparative analysis of
measures taken by governments to reduce or limit increases in the cost of house
building. The work is largely designed to bring up to date an sarlier report

"The Cost of House Construction" (E/ECE/165, 1953), and to assemble within a single
frameﬁork the different specialized enquiries in hand., On the basis of an outline
prepared jointly by the rapporteurs and the Secretariat and considered by the Committes,——
governments'! technical policies, with particular reference to reducing the cost of
house construction, are being studied. The first part of the enquiry concerns the
organization of demand for housing, including the scale and continuity of demand, the
method of contracting by which orders are placed with the building industry, and
standardization of house plans and of materials and components, Secondly, the
organization and method of production, inecluding the structure of the industry, the
use of new materials, the planning, co-ordination and integration of the industry,
the organization of work on the site, and mechanization of traditional building,
non-traditional construction carried out mainly on the site, and prefabrication,
partial or complete. It is also intended to evaluate various efforts to support
building research, development and applicatidn of research in practice, and arrangé-
ments for disseminating information thereon. Finally, an attempt will be made to
draw up and agree on conclusions and recommendations. It is planned to devote the
greater part of the Committee's session in the early summer of 1957 to a systematic
discussion of these problems, based on a comprehensive report which will be prepared

by the rapporteurs and the Secretariat.,
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Te An enquiry into the percentage breakdown by main factors of the total cost of
building dwellings of selected types and construction was undertaken by the Committee.
The purpose of the project is to shed some light on differences, and the reasons for
them, in house-building costs and productivity as between the various countries.
8, The Committee considered several questions on which work was being done or on
which it is proposed work should be done by international non-governmental organizations,
and particularly the International Council for Building Research, Studies and
Documentation (CIB), namely, the effect of the height, width and shape of dwellings
on building costs, and methods of surveying the housing needs of a family, on which
progréss reports were submltted by the CIB; thermal insulation of dwellings, a
problem which was referred for action by the Coal Committee to the Housing Committee
and on which in addition to completing a documentary enquiry specialized organizations
will be consulted on how technical work on this subject could be carried out on an
international level; and standardization and modular co-ordination, work on which:
in the next stage appeared largely a matter of technical collaboration and on which
it was therefore agreed that governments and the speclalized international
organizations concerned should be invited to reflect further how all-European co-~
operation and eventually agreement in this field could be promoted. The Committee
also invited a group of rapporteurs to work out detailed proposals for preparing,
in collaboration with the International Union of Architects (UIA), a new réport on
an all-European basis on the utilization of space in current types of dwellings.

C. The Housing Problems of Less Industrialized Countries
9, At the request of the Governments of Yugoslavia and Turkey, a small mission of
housing and building experts was organized in March 1956 to study the housing situation
in these two countries on the spot., A comprehensive report by the Expert Housing
Missiams, whose recommendations were accepted by the Governments of Yugoslavia and
Turkey, was endorsed by the Housing Committoc in Moy 1956 and circulated to governments
in July 1956 (E/ECE/HOU/61). The Governments of Turkey and Yugoslavia have sub~
sequently taken concrete steps to implement the recommendations of the Expert Missions,
in particular with regard to creating a central housing agency and a national building
:esearch organization, including co-operative arrangements for technical aid by .the
interested more industrialized countries and through the Technical Assistance programme'
of the United Nations and its Specialized sgencies. The Committee also considered
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two questions of practical co~-operation between the southern European countries;
one concerns the prospect of developing the production of building materials,
components and equipment on the basis of a more rational division of labour between
the countries concerned, and the other the possibility of developing regional
arrangements for the promotion of building research, including the dissemination of
up-to-date technical information. The Committee set up an ad hoe Working Party to
deal with problems of housing development in less industrialized countries.

D. Housing and Building Statistics
10, The Quarterly Bulletin of Housing and Building Statistics for Burope was in 1956
in its fourth year of publication. Its geographical coverage has been extended and
its presentation improved, in particular with fegard to information on the eastern
Buropean countries. Bibliographies on studies and on statistical methods relating
to housing and building were published for the first time in 1956 as a supplement to
the Quarterly Bulletin. Preparations were advanced to launch the first issue of an
annual publication on housing and building statistics for Europe.
11, The Working Party on Housing and Building Statistics agreed on standard
definitions of an additional number of concepts and terms and continued work on others
with a view to improving the acouracy and comparability of European housing and
building statistics. The Committee's activities in this field are co-ordinated with
that of the Conference of European Statisticians and of the United Nations Statistical
Commission.

E. Inter-regional CQo-opsration
12, As in the past, close touch has been maintained with the work of the regional
FEconomic Commissions and of other United Nations organs and Specialized Agencies,
and the attention of the Housing Committee has been drawn to relevant activities
undertaken by these bodles. Reports on Committee activities in a number of economic
and technical questions in the field of housing and building were made to the ECAFE
- Working Party on Housing and Building Materials and to the United Nations Seminar on
Housing through Non-Profit Organizations held in Denmark in the summer of 1956,
arranged for representatives from Asian countries,

F, Decisions of the Eleventh Session of the Economic Commission for Europe
13, The Committeg took note of a paper by the Secretariat summarizing the discussion
and the decisions taken at the eleventh session of the ECE as they affect the work
of, the Committee (HOU/Working Paper No. 34). The implications of the Commission's
relevant decisions, in particular of Commission Resolutions 8(XI) and ¥(XI) concerning
the Commission's programme of work for 1956/1957 and the economic develomment of

gouthern Furope, respectively, are embodied in the work programme.
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G. Tochnical Co~-operation

14, The Committee examined the implic:tions in the field of housing and building of
Resolution 4(XI) adopted by the eleventl session of the Economic Commission for Europe
on East-West Contacts, It recalled that the CIB had been sct up following preparatory
work undertaken in the Committee and recomendations thereby. It agreed that now
that institutes in almost all Buropean countries were or would shortly become members,
the CIB should be supported and strengthened as one of the prineipal all~European
instruments for collacboration in purely technical matters, as set out in HOU/Working
Paper No. 38, Nonetheless, it was emphasized that the Committee, as an inter-
govermental body, was competent to take up any questions in the housing field,
whether econcmic, social or technical, which had implications for government policy.
In practice, this meant thut the conclusions to be drawn from scme of the technical
enquiries carried out by the CIB would require consideration by the Committee at an
appropriate tinec. The Committse reaffirmed the importance of promoting in various
forms the flow of inform-tion on housing and building on an effective reciprocal
basis through the ECE Housing Committez, the CIB and other international specialized
organs and on a bilateral basis. In this connexion the Committee noted the progress
already made in implementing the resolution in question, in particular in regard to
the exchange of information and visits. Interested governments werc invited to report
proposals'they might have in this respect with a view to further implementation of
the resolution in writing to the Secretariat. Iavitations fcr group visits by
members of the Housing Committee were received from Czechoslovakis to take place in
1958 and sustria in 1957,

H.  Programme of Worlk

15. The Committce's attention was drawn to Resolution 630 (XXIT) AI of the Economic

and Social Council recommending inter alia the co~ordination of work programmes of
the regional Economic Commissions and the concentration of activities on major
cconomic and social problems. The Committee approved iis programme of work for the

coming year for presentation to the twelfth session of the Commission.
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III., ORGANIZ.TIONAL STRUCTURE
16, The Committee held a full discussion on its organizational structure and methods
of work. It decided to simplify its structure and abolish two of its Working Parties,

namely on Development of Housing Policies and on Cost of Building. Emphasis was laid
on tho full use of expert rapportours made available by governments and on meetings

of ad hoe groups on specific subjcets, such as the ad hoc Working Party on Problems

of Housing Development in Less Industrialized Countries, which was established., It
was agreed that the Committee itself was the proper forum for considering conclusions
arising from the work of such groups, and generally all housing questions, both
economic and technical.

17. The following served as officers of the Committee and of its subsidiary bodies:

Housing Committee Chairman : Mr, GORYNSKI (Poland)
Vice-Chairman: Mr. ANONSEN (Norway)

Working Party on Development Chairman Mr. BONNOME (France)

of Housing Policies Vice~Chairman: Mr. CERVENKA (Czechoslovakia)
Working Party on Cost of Building Chairman Mr. DE VESTEL (Belgium)
Working Party on Housing and Chairman : Mr. DE JONGE (Netherlands)
Building Statistics Vice-Chairman: Mr. VLCEK (Austria)

A4 hoc Working Party on Chairman : Mr. PAQUAY (Beglgium)
Problems of Housing Development Vice-Chairman: Mr. MaKSIMOVIC (Yugoslavia)

in Less Industrialized Countries
IV. MEETINGS HELD
Housing Committee Twelfth session 16 May 1956

Thirteenth session 28 and 29 November and
1 December 1956

Working Party on Development Eighth session 14 to 16 May 1956
of Housing Policies Ninth session 26 November 1956
Working Party on Housing Sixth session 14 to 16 May 1956
and Building Statistics Seventh session 30 November and

1 December 1956
Working Party on Cost of Eighth session 26 November 1956
Building ’
44 hoce Working Party on First session 27 November 1956

Problems of Housing Development
in Less Industrialized Countries
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ANNEY I1

BEXTRACT FROM SUMMARY RECORDS CONTAINTN 3 A SUMMARY OF THE INTRODUCTORY STATEMENT BY

THE CHATRMAN OF THI HOUSING COMMITTEE AT THE PTENARY SHSSION OF THE ECONOMIGC COM-

MISSION ¥FOR FEUROFE IN MAY 1957 AND A SUMMARY OF 7THE ENSUING DEBATE ON THE HOUSING
COMMITTHEE

Mr. GORYNSKI (Poland), Chairmen of the Housing Committee said that the
chief developments in 1956 had been the greatly increased interest shown by
govermments in housing policy throughout BEuropc and the Committec's decision to
concentrate on cconomic and social problems of overriding urgency to governments.

The Committee had theroforc tried to redouble its effbr%s to help members to find
appropriate solutions, but had simultancously sought to simplify its structure by
abolishing two of jts throc standing subsidiary bodics and deciding to make greater
use of rapporteurs and small ad hoc groups of experts Lo propare conclusions and
recommendations.

Only two working pertics had been rotained - the Working Party on Housing and
Building Statistic# and the aod hoc Working Party on Froblems of Housing Development
in Less Industriaclized Countrics. ‘ The latver was trying %o put into effect the
recomtnendation made by the expert mission to Yugoslavia and Turkey by examining
the problems involved in practical co-operation between the countries concernod.

Since the beginning of 1957, the Housing Committee had been working on two
espucially complex ang ix-;portant'prob.}ems~
‘ The first wag housing fironce. The work consisted in bringing together work
already done within the Committcc and in other hodics, and in rreparing recommendations
so grouped as to give equal weight L0 the requircments of housing poliey and the ‘
priheiples of Iinemeial. policy. The Committoo was thus implementing at the regional
level a resolution of the Eeonomic and Social Council recommending among other things
the convening of rcgional moetings of experts in that ficld,

The socond project was o ccmparative study of governments! technical housing
pelicies, with particular refecrencc to cutting the cost of house building., The study
brought together within a single compass the findirgs of several erquiries carried

out by rapporteurs from various regions in Jurope.
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The Committee was thinking of dealing in its annal reports on progress in housing
and housing policies in Europe during the preceding year with certain long~-term
problems such as those of rural housing, the formulation of house-building programmes
and the organization and mecthods of housing management and maintenance.

Technical co-operation had already been discussed by the Commission, which
should consult the Secretariat paper oﬁ the develomment of contacts between countries
of eastern and western Europe (E/ECE/271) relating to item 9 of the agenda (development
of contacts between countries of enstorn ond western Europe). It would be reﬁembered
that he had supplied the Commission at its eleventh session with some information on
the organization and work of the International Council for Building Research, Studies
and Documentation (CIB), which hud been set up to provide the framework for inter-
national co-operation between scientific and technical institutes working in that
field, With thc accession of many new mombers, CIB had since become an organization
embracing almost all European countries, In particular, the scientific institutes
of the Soviet Union and Poland would be represented at the next session of its
Executive Council. A close and lesting relationship between ECE and CIB would enable
a good balance to be established and maintained between the technical, economic and
social aspects of housing.

The study visits organized cach year after the Committee's spring session were
an effective means of technical co~operation, enabling, as they did, various housing
problems to be exemined on the spot. The Committee!s most recent visit had been to
Belgium and the Netherlands. It would visit Austria in 1957 and had received an
invitation to visit Czechoslovakia in 1958,

AS the Chairman of the Housing Committee for three years, he had been able to
get some insight into the quality of the Secretariat's work, and must pay a tribute
t0 the outstanding professional and personal qualifications of the senior members,
whom he thanked for their competent and friendly collaberation.

Mr. GARCIA-MIRANDA (Spain) said that the Spanish delegation had attentively
studied the report of the Housing Committee and wished to emphasize the importance it
attached to the valuable contributions made by the Committee to the reduction of the
European housing shortage. For that reason, the Spanish Government did not confine
itself to passive appreciation of the Comnltter's work, but had, through the competent
national authorities, communicated all information relating to housing which it thought

might be of practical use to other countries.



HOU/Working Paper No.64
Annex II
page 3

In Spain many official, municipal,; co-operative and private bodies were actively
orking on the solution of national and local housing problems. The following were
7pical of the measures taken: prefabrication of standard houses; allocation of
1ilding materials at, or below, cost price; construction of cheap, rent-controlled .

housing; grenting of facilities for long-term mortgages at reduced rates of interest;
and provision for tax exemption and subsidies in favour of private enterprises
cmstructing low-rent dwellings.,

In addition, projects were under way for the construction of entirely new urban
centres in formerly arid areas reclaimed by irrigation, which would further assist
their economic recovery and repopulation, Two typical examples would serve to
illustrate the results achieved: in the province of Badajoz an almost entirely
depopulated arca had been transformed into a highly productive region with 130,000
hectares.of newly irrigated land, and eleven villages, fully supplied with electric
power, water and main drainage, built by the National Institute for Land Settlement.
And in the field of urban house building, the National Housing Institute had made
provision for the construction of 550,000 low-rental houses in its current five-year
plan.

Further proof of the importance his country attached to the problem was the
recent crcation of a Ministry of Housing with the task of concentrating and reinforeing
the nation-wide effort to provide good and abundant housing for all.

! Mr. MUZIK (Czochoslovakia) said that, with a figure of 293 awelling units
per thousand inhabitants, Czechoslovakia compared favourably with other industrially
advanced countries in Europe. However, his country!s steadily rising living standards
demanded an intensification of building, and in response to that demand 50,600 dwellings
had been built in 1955 and more than 63,000 in 1956, as against 38,000 in 1954. At
the same time, the construction of dwelling units, mainly one-family houses, had
accounted in 1956 for approximately 48 per cent of all building, compared with 27 pér
cent in 1954, That important progress was due mainly to substantial State aid, and
to the rapid growth of the production of local building materials.

Nevertheless, there werc still some unsolved proﬁlems, mainly because the building
industry had been unable to keep up with the growing deﬁand for new housing. That
demand was being stimulated by the very modest fixed rents, which in fact were among
the lowest in the world, the average percentage of the family budget spent on rent
being only 2.2 per cent in the case of workors and 2.8 per ceént in that of salaried
employees.
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- The work of the Housing Committee was consequently of great interest and
potential assistance to his country, more particularly with reference to its inquiries
into the problems of creating a sufficient.sﬁpply of good standard housing, of slum
cleorance and of the replacement of condemned dwellings by modern low-rental housing.

The C~ochrslovak delegation was pleeased to note that the Committee had included
subjedts of wide general intcrest, such as industrialization of the building industry,

including mechanization, prefabrication, modular co-ordination etc., in its programme

¢ work, In that connexion, it wished to record its desire that those subjects,

together with problems relating tc the reduction of comstruction costs, planning
methodology, slum clear. ice ctc., should be further studied by the Committee, and
that in so doing the latter should pay greater attention to the provisions of the
resolution on East-West contacts, odopted by the Commission at its eleventh session,
through the exchange of experts, documentobion cnd experience, The Czechoslovak
delogation was happy to announce its Government's intention of inviting members of
the Housing Committee to visit Cuzechoslovakia in the course of 1958, Since the
porticipants in a similar visit to Poland in 1955 had been unable to remain in Prague
for more than a few hours, it was hopod to prepore a more extensive tour of cities,
towns and new housing centres under coastruction, as well as of building enterprises.

In extending that invitation, the Czechoslovak Government wished to give
practical expression to its conviction that mutual appreciation of the specific problems
.affecting individual. countries, and the personal contacts made on such study tours,
werc among the best means of exchanging experience and at the same time promoting
botter mutual understanding. A

Mr. KUDRYAVTSEV (Byelorussicn Soviet Socialist Republic) said that during

1956 the Housing Committee, in connexion with its study of the technical aspects of
housing policy, had inquired into the mechanization of building operationms, the
“standardization of bﬁilding matorials and components and the prefabrication of
structural parts. The Ryelorussian delegation regarded that work as of great interest
to building experts throughout Earope, and hoped that it would be possible to give
special publicity to the Committsc's findings.

The Committee had organized visits of experts to various parts of Europe, and
the Byclorussiun delegation wished o cxpress its approciation of that initiative and,

in particuler, of the most satisfactory visit paid by Byelorussian cxpervs 1o Belgium.
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The Byelorussian Republic had recently been extremely active in bullding new
houses, partly in order to makc good the great losses suffered in the ' sccond world
war, and partly to provide for the needs of an expending population. On the basis
of Government credits and public loans, the Republic had built more than 7 million m?
of dwelling space during thc past ten years. ' '

However, much still remained to be done in both urban and rural building in
Byelorussia, where, as in other countrics, the satisfaction of housing needs continued
to set an urgent problem, For that reason, among dthers, the work of the Housing
Committee was extremely important, and the Committee should be given every encourage-
ment to circulate technical informetion and to arrange for exchange visits of
European cxperts, His country would continue, as in the past, to parﬁicipate actively
in the Committee?s work. . '

Mr., FANIEL (Belgium) said that his delegation was extremely interested in
the Committee's annual review of the housing situation in Europe, which was a matter
for emulation or justifiable pride, as the case might be, to the govermments
serutinizing it, and deserved to be continued. The Belgian Government must be
excused for failing as yet to reply to the questionnaire; the delay was due to
the fact that a National Housing Institute had been set up in Belgium, entailing
the re-organization of the government departments concerned.

The Committee would be well-advised not to place the problem of building
management on its agenda when it had other much more urgeﬁt work to embark upon
or continue, In the Committee, the Belgian delegation had remarked that a detailed
study of building costs would be untimely, end he was glad to note that the study
had boen restricted to the cost of building on eontrolled sites; more accurate
information might be expected from such a narrower inguiry.

The Belgian delegation welcomed the abolition of certain of the Committee!'s
working parties, and the increased use of the services of rapporteurs. The latter
method undoubtedly meant a groater work-load for the Committee, but it saved valuable
time.

The section of the report dealing with the housing problems of less industrialized
countries was interosting. The value of working out practical programmes supported
by United Nations assistance and the exchange of technical information between the
verious countries should be stressed.



HOU/Working Paper No.64
famex IT
page 6

He was glad to hear that the Byeclorussian experts had derived useful lessons
from their visit to Belgium and thanked tho Czechoslovak Government for inviting
nembers of the Committee to visit that country in 1958,

Mr. VLAHOV (Yugoslavia) said that the Housing Committee's work had been
satisfactory. Appreciable success had been achieved, especially in establishing
ccntacts for the exchange of experience in the solution of technical and economic
rroblems in the building industry. The importance of the documentation on the
housing situation in Europe, on trends in building activity and recent changes in
housing poliey, on mothods of financing, on rent policies and on the reduction of
building costs should be stressed., The Committee should continue its work on all
those subjoccts.,

The Yugoslav Govermment was particularly intercested in the Committeet!s efforts
to'improve the oxchange of expericnce in housing and building policy through reciprocal
visits, exchanges of experts and exchanges of building materials and licences for
building processes, He was also glad té find that the Committee had started work
cn the housing problems of the less industrialized countries, The Yugoslav
Government had greatly appreciated the suggestions made by the expert mission which
had visited Yugoslavia and Turkey in 1956, It was also gratifying to report that
Tugoslav experts had been made very welcome in Sweden and that an agreement for
training Yugoslav experts had been concluded with Belgium.

The Yugoslav Government placed great weight on technical wssistance provided
within the framecwork of'the United Nations and the International Labour Organisation. -
It was to be hoped that close collaboration would be thus éncouraged between countries
which had reached much the séme stage of economic development. An example was the
close co~operation established betwcen Greece, Turkey and Yugoslavia for the exchange
of materials, collaboration among experts and, possibly, the establishment of an
international centre for the study of building problems. It would be most desirable
for the Committee's work to be extended to take in problems of community economy.

It might be well to place on the Committee's agenda the study of town and village
organization with the object of collecting and studying documentation on the
important experiments in urban and rural town-planning already carried out by various

Furopean countrics.
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Mr. GUERRA (Portugal) said that the Portuguese Government had collected
data for a detailed reply to the questionnaire sent to it., It would thus be able
to contribute for the first timc to the work in common carried out by ECE.

Since his Govermment was especially interested in scientific work and in
concentration of effort calculated to produce tangible results, the Portuguese
delegation had been greatly intercsted in the Housing Committee's report, and wes
glad to be able to givec an assurance that it intended to take part in the Committee's
future work.

Mr. BORIS (France) endorsed the exprcssions of gratitude addressed to the
Chairman of the Houging Committee and the Sceretariat. The Fronch delegation had
welcomed the proposals for re-organizing the Committee!s structure and methods of
work, and he was glad to find that they had resulted in the abolition of two of the
Conmittee's subsidiary bedies. To make more use of rapporteurs than in the past
was a good move, and an effort shculd also be made to emsure better co-ordination
with national administrations in the selection of rapporteurs. The Committee
should also draw largely on the specialized international institutions, such as CIB,
which had been set up to study technical problems and, in perticular, building costs.

The studies on the housing problems of less industrialized countries were very
useful, TFrench government experts, it would be remembered, had been members af the
mission sent to Turkey and Yugoslavia,

The French delegation was intercested in inter-regional co-operaticn, and there
too collaboration with such specialized bodies as the International Federation for
Housing and Town Planning was nccossary.

Mr, TESORO (United States of Amecrica) said that the United States delegation
hed listened with intercst to the oral report of the Chairman of the Housing Committes.
There could be no doubt that during 1956 the Committee!s activities had been both
practical and constructive. Furthermore, his delegation was pleased to note that
the Committee had already taken action to stre-mline its structure in pursuance of
resolution 630 A I (XXII) of the Economic and Social Council, to which it would be
reverting under ancther item of the agenda.

The Committee had formerly done much of its detailed work through working parties
made up of its own members, Those bodics were now being gradueslly replaced by groups

of rapporteurs, appointed by member Governments to serve as specialists on specific
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studics, and who were selected for their profossional qualifications and were not
necessarily membérs of the Committee, The United States delegation considered that
the new system was working quite satisfactorily, and did notboliove thet it should
entail longer or more freguent meetings of the Committee itself.

His country had‘co-operated on all the main studies made under the now system; -
for example, on the report on slum c¢learance and on the joint inguiry made by
rapporteurs and the Secretariat into the influence of government teehnical policies
on housing costs., '

The United States of America was ﬁarticularly interested in, having indeed
originally proposed, the joint study on the brcakdown of housing costs. The US
Housing Agency had supplied detailed information on the subject, and all countries
members of ECE had been asked to provide data on current practices in their respective
countries, ‘

ins country had provided a rapporteur who was in brocess of preparing a paper
for the special sossion of the Committee to be held in May on methods of financing
housing, including verious means of utilizing govermment subsidies.

The work of the Housing Committee in the fields of housing policies, houging
ceonomics and statistics, and housing finance had been excellent, and the Secrctariat
hiad dealt satisfactorily with the broader cconomic and policy issues, There could be
no doubt that the initiative taken by the Secretariat, with the support of the Committce,
in requesting that all member Govermments furnish improved statistics amd in addressing
dotailed questionnaires to governments on housing policy apd financing had greatly
benefited all members, and had probably enabled their governments to analyse more
cffectively their needs and resources and to develop suitable policies and programmes.

The United States declegation would like to sound a note of warning about a trend
which, in the Housing Committee as in other ECE Committees, might heve unsatisfactory
ccnscquences, namely, the tendency of certain countries to recommend for study projects
¢f a highly technical nature. With all duc respect to the high gualifications of the
~ Secretariat, it secmed obvious that it must be less well fitted to deal with techno-
logical subjecets, because ECE's terms of rofercnce mainly relatod to the solution of
cconomic and policy problems. His delegation therefore belicved that CIB was the
proper body to deal with technological subjects, If changes in government policy or
legislation were required to promote technological brogress, ECE might well have a
lepitimate interest in the mattor; but even in that cese it would be more appropriate

for it to confine itself to the policy implications prorpcr,
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The United States Government believed that technical assistance in the field of
housing, in which speeific advice was givon to a host government by visiting technical
advisers, was proporly the concern of the United Nations Technical Assistance
Administration. In the light of the allocation by the Economic and Social Council
of responsibilitices among the United Nations and the specialized agencies, his
Government could not agrece that ECE should assume such technical assistance functions.
It was by no means opposed to the Housing Commiftee examining the relation of housing
and urbanization to economic development, provided that that could be done within
existing budgetary resources and was deemed of sufficient priority. But the fumction
of assossing roquirements in foreign aid and of detcrmining the importence of housing
develomment needs in reletlon to other aid requirements was not one which properly
fell to the Housing Committec of ECE.

In conclusion, the United States delogation wished once again to express its
sppreciation of the practical and constructive work done by the Housing Conmittee
during 1956.

Mr. CAPPELEN (Norway) said that his Govermment had followed the work of
the Housing Committee with keen interest and was happy to express goneral satisfaetion
with its activities and report,

He would therefore confine himself tc one or two specific points of interest.

The decision taken in 1956 to simplify the Committee's structure had been a move in

the right direction. Howevor, the Committee had shown a tendeney to concern itself
with questions of a purely technical character which it would surely be more desirable
to leave-to the appropriate international building research bodies. What the
Committee could efféctively do was to ensure that technical research institutes were
kept supplied with fresh material and to evaluate and publicize the conclusions reoached
by such bodies, in reolation to the formulation of general building policy.

The Norwegian delegation thought that the Committeets studies of housing finance
and slum clcarance had been well organized and useful to all members of the Commission.
The activities of the Working Party on Housing and Building Statistics had also been
extremely valuazble, and had helped to improve the quality of the ECE Quarterly bulletins
of housing andAbuilding statistics. It therefore strongly recommended that the Working
Party should be kept in being.
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Mr. BOBYREV (Union of Soviet Socialist Republics) joined with other represen-
tatives in commending the Committce's constructive works During the past year, Soviet
Union cxports had participated in both sessions of the Committee, and represontatives
of his country had visited, under the Committee!s auspices, Belgium, the Netherlands
and Yugoslavia, where they had seen much of interest.

His Govermment considered the Committee's work on the technical aspects of
housing policy to be valuable, and wished in that connexion to emphasize the importance
of the studics on prefabrication of building components and on heat-insulation tech-
niques.

At the Committoe's twelfth session, it had been decided to embark upon technical
co-operation with specialized non~governmental organizations such as the International
Organisation for Standardization (ISO) and the Intornational Union of Architeets (UIA).
Such non-governmental organizations were doing good work in compiling appropriate
tochnical data, and the Soviet Union delegation thought it desirable for the Conmittee
to study their reports, especially those of UIA on the rational utilization of available
housing space and on standard dimensions for housing units,

It further rccommended the Committee to continue its exsmination of the possi-
bility of using frro-concrete blocks and slabs in building, and hoped that it would
take steps to encourage the exchange of and publicity for films and other visual
information media on building projects and techniques,

Mr, HOROSZKIEWICZ (Poland) recalled the vast damage sustained by the Polish
housing stock during the socond world war, Since the housing problem, which had been
extremely acute in Poland immediately after the War, was still far from . solved in
spite of his country'’s great efforts in reconstructién and would ocontinue to be felt
for many years, the Polish Government was particularly interested in the work of the
Houging Committee and CIB.

Among thé measures taken to holp member countries to solve their housing problems,
the Polish Government laid particular weight on the organization of reciprocal visits
By expérts, which had always borne fruit., It was also interested in the Committee's
annual reports on the housing policies of Europcan governments and in the statistical

matorial published by the Sceretariat.
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The tochnical, cconomic and social problems arising in housing were inscparable.
The Polish delegation particulerly welcomed the establishment of CIB, which was
competent, as an intew-govermmental organization, to deal with any matters portaining
to housing, whether cconomic, social or technical, that might have implications for
government policy., The Polish Government was now represented on CIB and would try
to0 co-operate with it to the best of its ability. In future, CIB's programme should -
be drawn up on the basis of the nceds and work of the Housing Committee whercver the
technical aspects of a problem required detailed study} If that was not done, the
Committoe might feel that it was not required to co-ordinate the technical and economic
aspects of Europe's housing problem and might be in danger of duplicating CIB's work.

Mr. KHOTENKO (Ukrainian Soviet Socialist Republic), after associating
himself with the tributes already paid to the work of the Housing Committee and its
subsidiary bodies during the past yocar, said that in his delegation's view the
Committee's work could be made still more offective, if greater attention wero paid
to the study of questions rclating to the industrialization and standardization of
building operations ond components, the technique of continuous mass production and
the effeective utilization of building materials, and to methods of prolonging the
life of living accomodation alreedy in use, B

- Ho urged that the Committee should also draw up and put into effective construgtivc
programmcs for mutual co-cperation between European countries on housing problems
including, for ocxample, the organization of regular oxchanges of visits by housing
spocialists from different countries, the organization of international building
fairs and so on,

Hé roccalled that during the past fow years a vast building programme had been
carried out in the Ukraine, and that thoe amount of dﬁelling space constructed in
cities and workers'! settlements during 1957 would be 1.9 million m2 greater than
in 1956.‘ While the Ukraine posscssed a vast building industry and an extensive
system of planning bodies and institutions, the Ukrainien Academy of Building and
- Architecture was also playing an important part in the improvement of building methods.
His country, which possessed considorable experience in building matters, was prepared
tc ‘share that expericnce with other members of the Commission. During the last fow
years in particular, very satisfactory rcsults had boen achieved in building by the
continuous mass-production method., Thore was no doubt that every other country would
also have accomplishments to report, and the Housing Committec could and should be a
body in which all the countries of Europe could exchange information on their

experience and achicvements in building.
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Mr. INAN (Turkey) had carcfully studied the Housing Committeet!s report, and
had listened with interest to the statements made by its Chairman and by previous
speakers in the discussion, Reference was made in parasgraph 9 bf the report to the
work of the mission of housing end building experts sent to Turkey at the request of
his Government. The Turkish delegation wished to express its gratitude to the mission
for the conscientious and competent menner in which it had carried out its work. Tho
Turkish Government had teken, and would continue to take, practical steps to implement
the oxperts! recommendations, and as a start had already set up a central housing
‘agoncy.

Mr, GORYNSKI (Polend), Chairman of the. Housing Committee, thanked the
delegations that had made comments and suggestions on the Housing Committes's
activities, He would not fail to pass them on to the Committee. He had been pleased
to sce that many dolegations had intimated their intention of continuing to take
part in the Committee's work, and to note that Portugal had decided to begin to do so.
He shared the views of the representative of the United States of Americe cbout the
neced for co-ordinating the Committee'!s work with that of the United Nations Technical
Assistance Administration. The fact that the Committee had in conjunction with the
technical assistance quthorities sent an expert mission to Yugoslavia and Turkey in
1956 showed that it was quite possible to avoid overlapping, With reference %o the
remarks made by the French and Yugoslav delegations on the questions of developing
tochnical collaboration at the regional level, he said that the Housing Committee
had already had occasion to work in conjunction with the specialized agencies, for -
instence, on the utilization of housing space. |

Owing to the re-organization of the Committee's work, sufficient data were not
yet available to ensble him to comment on the point raised by the Belgian representative
about the duration and frequence of its sessiomns,

The CHAIRMAN declared that the Commission hed completed its consideration of
the report of the Housing Committee (B/ECE/265 ~ D).
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ANNEX_TIT
EXTRACT RELATING TO THE WORK OF THE HOUSING COMMITTEE FROM THE REPORT QF

IHE COMMISSION TO THE ECONOMIC AND SOCIAL CQOUNCIL

"

1., A large number of delegations took the floor to commend the constructive and
practical work carried out by this Committee. Genersal satisfaction was expressed
at the balance achieved in the work programme, which enabled the Committee te
concentrate on major problems of immediate concern to governments, As a corollary
to this, most delegations welcomed the simplification of the Cammittee's structure
end the increased use being made of rapporteurs made available by governments and
of contributions from international non-governmental technical and professional
bodies,

2, Commenting on the programme of future work, some delegations stressed the
importance which their governments attached to the two majer prejects undertaken by
the Committee this year, namely the preparation of reports on the finaneing of
housing and on government technical policies in relatien to the cost of building,
Several delegations also singled out as being of particular value to their gevern-
ments the annual surveys of housing developments and policies and the work of the
Statistical Working Party, including the regular publication of statistical
bulletins in the field of housing and building. The representatives of several
countries expressed the appreciation of their governments for the valuable help
provided by the work of the Committee on problems of housing in the less

-~ Tipdustrialized coumtries which, it was noted, had been carried out throughout in

' consultation with the United Nations Technical Assistance Administration, One
delegation remarked that technical assistsnce whereby advice is given to a host
government by a visit of technical advisers is the business of the United Nations
Technical Assistance Administration. In line with ECOSOC allocations of
responsibilities among UN egencies, this delegation opposed the assumption of such
concrote technical assistance functions by ECE.
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3. With regard to technical co-operation, the announcement that the International
Council for Building Research, Studies and Documention (CIB) had now a nearly all-
European membership was noted with satisfaction, It was generally considered that
this development would not only facilitate all-European co-operation on the highly
technical aspects of housing questions but would also materially contribute to the
work of the Housing Committee. Most of the delegations agreed that housing and
building was a fertile field for an exchange of information and the sharing of -
experfence by means of study trips and indeed in ‘this connexion that a group visit
is to be held this year in Austria and the following year in Czechoslovakia.

4, A number of delegations took the opportunity of the consideration of the Report
of the Housing Committee to give an account of housing developments in their
respective countries, The delegate of Portugal said that his Government is very
interested in the work of this Committee and will do its best to take an active part,
in its future activities.

"
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ANNEX IV

RESOLUTION RELATING TO THE PROGRAMME OF WORK FOR 1957/1958

Unanimously adopted by the Cormission

THE ECONOMIC COMMISSION FOR EUROFE

HAVING EXAMINED the reports of the Committees on their activities and the
programme of work of the Commission for 1957/58,

NOTING that in the course of the twelfth session a number of points were
made by various delegations regarding its programme of work,

DRAWS THE ATTENTION of the subsidiary bodies of the Commission to points
made as contained in the relevant parte of the records of the twelfth session,

INVITES its subsidiary bodies to consider these pointes when adjusting their
Programme of work.
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ANNEX ¥V

EXTRACT FROM SUMMARY RECORDS OF THE COMMISSION'S DEBATE ON IMPLEMENTATION OF
RESOLUTION 630 A 1 (XXIT) OF THE ECONOMIC AND SOCIAL COUNCIL RELATING TO THE
DEVELOPMENT AND CO-ORDINATION OF THE ECONOMIC, SOCIAL AND HUMAN RIGHTS PROGRAMME
AND ACTIVITIES OF THE UNITED NATIONS AND THE SPECIALIZED AGENCIES AS A WHOLE

"

The CHATRMAN drew attention to the Note by the Executive-Secretary
(E/ECE/276) dealing with resolution 630 A 1 (XXII) of the Economic and Social
Council on general review of the development and co-ordination of the economic,
social and human rights programmes and activities,

Mr, MYRDAL, Executive Secretary, recalled that he had touched on his Note
in his 6pening statement at the first meeting of the session, He must express his
gratitude for the support the Secretariat had invariably received from governments
when it had taken any initiative to increase the efficiency, economy and
co~ordination of the work. Resolution 630 A 1 (XXII) was not the fifst in which the
Council had given the Commission a reminder about its work., Indeed, the whole
organization of the work programmes had heen begun at the Council's request.
Unfailing vigilance was always required, especially as the work to be done with such
limited resources was so intensive, The ECE Secretariat had always resisted any
temptation to regard any plece of work as its own, and had always been happy to hand
it over to some more appropriate organ., That, in a measure, had accounted fof its
success over the pééf ten years., The Councilvfeédiution would definitely strengthen
the Commission's hand in dealing with its commitiees. He had teken it updnbhimself
to drawn their attention to the resclution without awaiting the Commission's approval,
That initiative had not been unsuccessful, There were some further suggestions ih.the
Note which, it was to be hoped, the Commission would find some way of endorsing ‘
before they were passed on to the committees.

Mr, LINTHORST HOMAN ({Netherlands) said that the Netherlands delegation to
the Economic and Social Council had rlayed an active part in the framing of
resolution 630 A 1 (XXII), because his Government attached particular importance to
the question of the development and co-ordination of the economic, sdcial and human
rights programmes and activities of the United Nations and the specialized agencies
as a whole, He considered that a well-balanced programme covering specific topiecs
‘was the essential condition for useful work, and the only means of achieving concrete
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results atvan‘early date. It was also necessary to draw up an order of priority
within the programme, so that non-essential tasks could be deferred., He approved

of the several changes proposed by the Executive Secretary in paragraph 22 of his
Note, exeept that he doubted the wisdom of the proposal in sub-section (vi) for the
deletion from the work programme of the Inland Transport Committee's project on
terminology (07.1.5). As for the proposals on the exchange of technological
information contained in paragraph 27, he would stress the need for caution in the
field of technology. Lastly, he must emphasize the importence of co-ordination with
other United Nations bodies and the specialized agencies. The Executive Secretary
had an important part to play in that sphere, as indeed had governments, which should
give their experts precise instructions on the subjeet,

The EARL of GOSFORD (United Kingdom) said that the agenda for the'present
sesgion testified to the breadth of the field covered by the Commission and 1ts
subordinate bodies., The Commission had to concern itself with every aspect of
economic 1ife, but the very scope of its interests entailed some danger that its
offectiveness might be impaired by undue Eispersion of effort. The United Kingdom
delegation had drawn attention to that danger at the previous sessionm, and the
Economic and Social Council had subsequently adopted resolution 630 A 1 (XXII). On
the whole, ECE enjoyed a good reputation for the care it took to avoid unpractical,
unnecessary or unproductive work, or work that was not urgent. The re-examination of
their work programmes undertaken by the committees in pursuance of the Council
resolution had resulted in further streamlining of the general programme., The
Commission should now give its subordinate bodies the guidance they required to enable
them again to review their programmes of work and bring them up to date.,

Subject to the general direction of the Commission, the committees had always
been left to draw up their own programmes of work. That was a desirable practice
which should be continued, for it was the experts who had to carry out the Commission's
directives, and, in the last resort, they alone could decide what was feasible. The
Executive Secretary's Note showed that the Commission's work was in fact reagonably
well balanced and the guidance it provided would be useful to the committees when
they again reviewed their programmes. The fact that they had already done so in the
light of the Council's resolution did not mean that they had thereby discharged their
responsibilities in that regard. The scrutiny of the work programmes must be a

cont inuing process.



HOU/Working Paper No, 64
Annex V-
page 3

Due regard must be paid to the budgetary implications of programmes of work.,

At -the Ceouncil's twenty—second session the United Kingdom delegation had drawn
attention to the ever-increasing cost of the programmes, particularly those of the
specialized agencies, ECE had been careful in that respect, and had not laid .
iteelf open to charges of extravagence. It was, however, a cohsideration that must
always be borne in mind. Moreover, the question of staff must be considered in |
conjunction with that of funds., The Commission was aware of the need to refrain
from overburdening the Secretariat, It was true, as the Executive Secretary had
stated in connexion with the subjectAunder consideretion that ultimately what was
needed was for the work to be done by governments themselves. But the Commission's
work already imposed a considerable burden on national experts, and as the work
expanded, the burden must insvitably increase, For some States Members of ECE the
load was already almost insupportable, Their public departments were not filled with
officials who could afford to spend long periods away from their home duties. For
many countries, that was a most important factor which had to be borne in mind when
considering proposed additions to a programme of work,

Representatives of govermments whose views on economic and social policy were
not merely different but fundamentally opposed took pert in the Commission's work.
There was a great deal that they could do together, but ﬁhere were obviously limits
to the kind of task they could undertake unless govermments changed their whole
approach to economic and social matters, However desirable such a development might
be, it could not be expected to come about overnight. The Executive Secretary had
said that it had been his constant preoccupation to focus the limited resources
available on work of primary importance for all-European economic collaboration along
lines agreed by govermments, and (im paragraph 17 of his Note) that the participating
governments had ¢onstantly sought to av01d dealing with issues on a high level of
generality where, in fact, agreement was often impossible or of llttle significance.
The warnings implicit in those statements must not be ignored.

At its tenth and eleventh SGSSlonS the Commission had adopted resolutions
requiring its committees to give special attention to what had come to be called in
ECE "contacts". The first (1(X)) had been concerned particularly with production
expertence and scientifie~technical aﬁd statisfical iﬁformation; the second (4(XT))
had been more general in secope. The United Kimgdom delegation had not only supported
both those resolutions, but had in fact been a sponsor of resolution 1(X), In giving
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effect to those resolutions, however, excessivevattenfion was being paid to purely

. technicel matters, The United Kingdom delegation had repeatedly emphasized that
there were very definite limits to the extent to which it s Government could take

part in technical exchanges; other delegations probably found themselves in the seme
position., That limitation sprang directly from the social and economic system of the
United Kingdom, where technical and production experience in manufacturing industry
was almost entirely the property of private persons and businesses, The more closely
technieal information was related to individual production processes, the less likely
it was that it could be made available otherwise than through nofmal commercial
channels. The Commission had been able to arrange useful technical exchanges in the
basic sectors of the economy, such as agriculture, steel, coal-mining and forestry,
but differences arose in the case of secondary industries, where there was no
government participation. It must be made quite clear that the United Kingdom
Government had no power whatsoever to compel private industry to take part in
technical exchanges. Due discretion should therefore be exercised in choosing
sppropriate fields for them.

With reference to the Executive Secretary's specific proposals, the United
Kingdom delegation approved the proposal that the Committee on Agricultural Problems
meet once a year, and agreed that consideration should be given to the future of the
Working Parties on Agricultural Machinery and on the Mechanization of Agriculture;
but it did not think that the two last-named bodies should be amalgamated to cover
the entire range of work with which they were at present independently concerned.
The only useful work thdt could.be done in the sphere of agricultural machinery was
to take account of the usér's standpoint, and that was covered by the present terms
of reference of the Working Party on the Mechanization of Agriculture., Consequently,
the Working Party on Agricultural Machinery should be disbanded. The best way of
doing 50 would be to bring the Executive Seeretary's proposal to the attention of
that Working Party, which was in fact already taking steps to assess the results of
its activities. ' _

The suggestion that the project for the preparation of a glossary of technical
statistical terms should be given non-priority status and should be made the direct
responsibility of the International Statistical Institute certainly merited
conglideration and it was to be hoped that the Conference of Buropean Stétistieians
would consider it further., His delegation also agreed that the Coal Committee'!s
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project on the pitwood supply situation (03,3.1) might be deleted, since the subject
was adequately covered elsewhsre, It also agreed that the specific project on the
review of trends of production, demand and trade in engineering products (05,1,1)

and the Inland Transport Committee's project on Terminology (07.1.5) might be deleted.

Subject to the views it had stated earlier in the session on the launching of
work on nuclear energy, the United Kingdom delegation was in general agreement with
the Executive Secretary's suggestions asbout energy, All of theam were in fact the
subjeet of work in progress. ZExpansion in other key sectors was also attracting the
Commission's attention. The point was relevant that it was rather in the field of
the basic sectors of the economy, in particular manufacturing techniques, that study
“within the Commi ssion was appropriate. As for technical subjects, the United Kingdom
delegation agreed strongly that the Commission's time should not be taken up with
such exchanges as could pr0per1y be carried out either directly or in specialized
bodies,

Mr. von ZAHN-STRANTK (Federal Republic of Germeny) associated himself with
the Netherlands representative's ‘remarks on paragraph 22, sub-section (vi) of the
Executive Secretary's Note. He believed that inland transport terminology was a
matter of some importance, and that the proposal in sub-section (vi) should therefore
be rejected. ' |

Mr, ALLYN (United States of America) wished to support the general views
expressed by the representatives of the Netherlands, the United Kingdom and the
Federal Republic of Germany. '

The‘United.States delegation attached considerable importance to Couneil
resolution.BSQ A 1 (XXII) especially the paragraph which recommended to the regional
economic commissions that they pay special attention to further concentration of
their activities on major problems.

During the debate on the activities of %he Commission and its Gommittees, the
remresentatives of a number of smaller countries had mentioned the difficulties
their gevernmenns experienced in finding experts to attend the meetings of the
Commission and its subsidiary bodies, In the opinion of the Unit ed States delegation,
neither big eeuntries nor small countries could be expected to send representatives
regularly if the mestings were so frequent that the experts in question were uneble
to carry out their normal work. He was glad to know that in 1956 the number of
meetings held by the Commission and its subsidiary bodies had been smaller than in
previous yeans, and that a further reduction was to be expected in 1957,
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His delegation endorsed the use of the system of rapporteurs, which, it thdught,
would enable the Commission to meet the wishes expressed by the Council in
_ resolution 630 A 1 (xxII).

Another important Council resolution which should be borne in mind was
resolution 857 B 1 (XVIII), which instructed the commissions to submit to the
Council for prior approval all requests for new studies or other projects which would
require additional budgetary provisions of substantial changes in the work programmes,

His delegation was glad to have the Executive Secretary's useful analysis in
document E/ECE/276; and it supported the recommendetions in paragraph 22 thereof,
which it thought should be referred to the committees concerned, With regard to the
proposals made in paragraphs 24 to 28, his delegation had certain reservations,
which had to some extent been expressed by the Netherlands representative,

Mr. ZAKHAROV (Union of Soviet Socialist Republics) noted that Council
resolution 630 A 1 (XXII) recommended the regional economic commissions to pay
special attention to further concentration of their activities on major economie
problems, '

He thought that the Executive Secretary's Note (E/ECE/276) bore witness to the
efforts of the Commission to carry out that recommendation, particularly so fér as
its programme of work for 1957/1958 was conecerned.

His delegation agreed with the judgment expressed by the Executive Seeretary in
the last paragraph of his Note, that no major changes were at present needed in the
emphasis and direction of the Commission's work to ensure further concentration and
co~-ordination of effort, provided it were understood that the Commission would still
endeavour to promote all-Buropean economic co-operation,

The question could not, however, be approached solely from the point of view of
possible curtailment of the Commission's activities. The progress of scienee and
technology was constantly throwing up new economic problems; care should therefore
be taken to ensure that, in reconsidering their work programmes, the Oommiséion and
its subsidiary orgens did not render themselves incapable of meeting the demands
which progress made of them,

Mr. KURKA (Czechoslovekie) said that his delegation too endorsed the
conclusion reasched in the last paragraph of the Executive Secretafy's Note.'bPeaceful A
co-operation in the economic field should be a major concern of all Eufépéan couhtries;
and particular importance should be attached to any measures for promoting such
co=operation,
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Couneil resolution 630 4 1 (XXII) should not be used as a guillotine to docﬁ

the Commission's activities.

he United Kingdom representative had said that his Government could not compel
private enterprise to take part in the Commission's activities, especially in the
matter of technical exchanges. The Czechoslovak'delegation understood that, but
would request the Government of the United Kingdom not to do anything to prevent the
representatives of private enterprise from taking part in such work,

The United Kingdom representative had also referred to the difficulties his
Government experienced in finding experts to send to the meetings of the Commission
and its subsidiary organs, Czechoslovakia, which had fewer specialists than the
United Kingdom, ard was further hampered by the fact that its language was not one
of the working langueges, also had such difficulties, but it nevertheless managed to
find the necessary representatives:

Mr. INAN (Turkey) congratulated the Executive Secretary on the lay~out of
his Note., The Turkish delegation was prepared to accept the first five proposals
in peragraph 22 of that document, tut congidered that the one in sub-section (vi)
should be rejected,

The wording of paragraph 26 on expansicn of trade was, he thought, rather too
categorical, in that it might lead the reader to believe that ECE had become, or was
tending to become, the sole European forum for initial negotiations relating to trade
agreements. That was not so. Governments had other instruments to hand, such &s
direct bilateral negotiations.,

_ ' Mr, STERIOPOL (Romania) said that, in the opinion of his delegation, the
Executive Secretary's note showed that, in preparing the programe of work for
1957/1968, the provisions of Council resolution 630 A 1 (XXII) had been complied with,
It was important, however, that the Commission's endeavours to implement the
resolution should not lead to a restriction of its activities. The Commission was the
only all-Buropean body through which trade relations on an all~European basis could be
developed, and nothing should be done to hamper the Commission's work in that field.

His delegation supported the conclusions reached by the Executive Secretary in
paragraph 32 of his note, especially regarding the necessity to emphasize the
importance of co-ordination and concentration ought not to be taken to mean that the
Commission should be reduced or, indeed, even stabilized jn scope and in significance-
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The EARL of GOSFORD (United Kingdom) thanked the Czechoslovak representative
for his acknowledgment of the position of private enterprise in the United Kingdom,
The Government of the United Kingdom had neither the desire nor the power to prevent
the representatives of rrivate enterprise from taking part in the Commission's work.

The CHAIRMAN suggested that the Commissi on might take note of the
Executive Secretary's Note (E/ECE/276), and append it to the annual report to the
Council. The exact wording might be left to the Chair and submitted for approval at
a subsequent meeting,

DEUOPB00030000C898 09

At the conclusion of the debate on this item, the following text summarizing the
general consensus by the Chairman was approved by the Commission for ineclusion in its
report to the Economic and Social Council:

'The Commission expressed satisfaction with the work carried oﬁt by its organs
in reviewing their programmes during the past year in the light of Council resolution
630 A 1 (XXII)., It wished to assure the Council that it is and will remsin mindful
of the need for continuous efforts toward concentration of its activities on major
economic problems and on co-~ordination of these efforts, and requested its organs
constantly to bear in mind Council Resolution 630 A 1 (XXII) when formulating their
future programmes of work,

The Commission expressed its appreciation for the efforts made by Governments
and the Secretariat to achieve co-ordination and concentration, It also drew the
attention of its organs to the Note of the Executive Secretary (E/ECE/276), in
Particular to the suggestions made therein relevant to their work and invited them to
consider these suggestions in the light of the discussion of this item, Finally, the
Commission wished to bring to the attention of the Council together with the above
- account of the points made in the discussion the Note of the Executive Secretary,
which is appended to this Report,®

n
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ANNEX VI |
TRACT FROM THE COMMISSION'S REPORT TO THE FCONOMIC AND SOCIAL COUNC
CONTAINING A _SUMMARY OF ITS DISCUSSION ON THE DEVELOPMENT OF GONTACTS
BETWEEN COUNTRIES OF EASTERN AND WESTERN EUROPE AND 4 :
| USLY ON_THIS

1, A1l delegations which participated in the discussion of the report submitted by
the Executive Secretery on this question reeognized the usefulness and general
importance of the contacts between countries of eastern ‘and western Burope covered
by the two resolutions in question, welcomed the appreciable progress achieved in
terms of volume, extent and variety of such contacts, both within the framework of
the Commission and otherwise, and agreed that the continuance by ECE of sueh work on
the basis of reciprocity was generally desirable.

2. Several of the delegates who contributed to the dlscussion on this item, gave
information on the development of contacts between countries of eastern and western
Europe in their respective countries in different fields,

3. Special mention wes made of the value of the study trips of the committess, the
exchange of scientific and technical information and of special meetings on the
economic repercussions of technical problems. Much remained to be done in the field
of tourism, and some delegations referred to the desirability of more individual
tourism. Nevertheless, apart from the activities of ECE's Inland Transport Committse
designed to facilitate the movement of tourists, this work could be undertaken by
appropriate non-governmental organizations.

4o Two delegations expressed some doubts about the suggestion made in the Executive
Secretary's report concerning the establishment of speclal professional bodies with
all@Furopesn participation outside the framework of ECE. They felt that no new
professional bodles should be set up unless there was & real nesd for them, Another
delegation felt that this question should be studied carefully by experts in each
particular case.

5+ Certain repragentatives thought that the work of the committees in developing
contacts between countries of eastern and western Europe could be further inproved,
This could be achieved by the committees establishing definite and systematic Yearly
plans of action in this field. One delegation stated that such contacts should

P,T.0.
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include not only the exchange of visits but also the free exchange of communications
and ideas.

6. Eventually the Commission unénimously adopted the following draft resolution
concerning the development of contacts between countries of eastern and western
Furope submitted by the delegation of the Ukrainian SSR, as amended by the delegation
of France.

The_Economic Commission for Furope,

Noting with satisfaction the development of effective contacts between European
countries which has occurred between its eleventh and twelfth sessions in accordance
with resolution 4 (XI), | '

Invites its Committees to consider each year at their first sessions, the
possibilities for the further development of contacts, including study tours, on
questions within thelr respective terms of reference.
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ANNFX VII

EXTRACT FROM COMMISSION'S REPORT TO THE ECONOMIC AND SOC
COUNCIL CONTAINING A SUMMARY OF DEBATE ON WORK ON
"

ECONOMIC DEVELOPMENT OF SOUTHERN EUROPE

| 1. The representative of Yugoslavia stated that the Note by the Executive Secretary
on the item under discussion showed that a number of questions relating to the
economic development of Southern Burope had been considered by the Committees during
the period under review. Such activities should be considered in the light of three
main problema.affecting the area in question: first, the problem of infra-structure
inveétmént; secondly, the problem of developing the energy potentiasl, raw materials
and manpower resources and thirdly, the problem of the economic relationships between
developed and insufficiently developed countries.

2+ Viewed against this background, outside assistance to such countries was
indispensable in the interest of Burope as a whole. ECE was in an especially
favourable position to contribute to the golution of such problems.

3. Referring to his country's current prospects in the energy field, the
representative of Yugoslavia expressed the view that the Commission's subsidiary
bodies engaged in studying energy problems were the best placed to guide their work
in that direction.

4e. The representative of Italy gave an account of the projects relating to the
technical and economic co-operation among countries of Southern Europe which his
country had initiated, or with which it is currently associated in the fields of
agriculture, industry and transport as well as of technical assistance and forestry,
Concerning the latter he stated that the Italian delegation attached special
importance to the joint study undertaken by the Secretariats of FAO and ECE for the
implementation of a programme of re-afforestation in the countries of the Mediterranean
bagin, and wished to see the study implemented without delay.,

5. The representative of Greece expressed his delegation's appreciation of the
co-operative spirit displeyed by the members of the Committees during the discussion
of questions of particular interest to Greece and in this connexion referred to the
congideration in the Committee on Electric Power and the Committee on the Development
of Trade respectively of the study of plans for the hydro-electric development of

the Aliekmon and Nestos rivers and to problems of Greece's foreign trade. Citing

P.T.O.
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his country!'s efforts in the investment field he reised anew the still acute question
of external finahcing which was required if further progress was to be made in the
economic development of his country. He also expressed the hope that measures would
be taken to prevent an accentuation of his country's problems by the creation of
lerger economic entities. ‘ |

6. The represeﬁtative of Turkey observed that in his delegation's opinion the
problems raised by the report of the Group of Experts on the Economic Development of
Southern Burope (E/ECE/233 and Add.1l) should, in accordance with Commission Resolution
7'(XI), remain on the agenda of the appropriate committees.

7. The representative of the Federal Republic of Germany said that in the view of
his delegation the study of the problems mentioned in the statements made by the
representatives of the countries concerned should, in view of their ever-increasing
importance, be continued,

.'0"
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THE FINANCING OF HOUSING

Note by the Secretariat

At its elaventh session in Ootober 1955 the Housing Comiittee took note of a
.yosclution of the finanoing of housing adopted at the twentieth session of the Economic
and Social Council (E/ECE/HOU/56, paragraph 10). At its subsequent session in May 1956
the Committee, in examining this resolution and taking into account also the extensive
work already done or in hand on the subject of housing finance, decided that a compre-
hensive report should be prepared and that one at least of its sessions in 1957 should
be devoted mainly to a discussion of the question, It was decided that the main purpose
of the report should be to attempt to set the different elements of financing poliey in
relation to housing within a suitable over-all framework and to draw wherever possible
.sonclusions (E/ECE/HOU/64, persgreph 10). The following rapporteurs were appointed to
work with the Seoretarist: Mr. Datzkov (Bulgaria}, Mr. Salein (Frence), Mr. di Lorenzo
(Italy), Mr, Seip (Norway), Mr. Andrzejewski (Poland), Mr. Burroughs (United States of
America) and Mr. Robert (International Co-operative Alliance),

At 1ts fourteenth session the Housing Committee discussed a nnmbér of provisional
reports prepared by the Secretariat and the rapporteurs, partly on the basis of inform-
atiQn supplied by governments in country reports drewn up as far as possible according
to a common pattern, partly from 1nform§tion already avallable from the work alrsady
carried out by the Committee, and partly from published sources. The Committee agresd
on the next stages of the work and in particular that "a full provisional version of
the;over-all report, including draft conelusions, would then be prepared for discussion
by the Housing Committee at its next session in November 1957" (E/ECE/HOU/67, paragraph
7).
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Work has subsequently continued, along the lines laid down by the Housing Committee, f
by the rapporteurs and the Secretariat, who met in September 1957 to discuss revised
drafte of the different chapters. The different chapters of the report still as
provisional and restricted documents, are now being circulated as addénda to this note,
in accordance with the following outline:

PART T
Chapter I: Introduetion: The Economiec and Financial
Problems of Housing Add,l

Chapter II: Investment in Housing Add,2
Chapter III: Sources of Capital for Housing and the

Financial Institutions Concerned Adq4,3
Chapter IV: Public Financial Aid Add .4
Chapter Vi Summary of Conclusions 444,5
PART II Country Reports Add.6

Although all the reports have been discussed among the rapporteurs and the Secretarie
Chapter I is esgentially the work of the Seeretariat; Chapter II is & provisional
synthesis by the Secretariat of papers prepared by Mr, Seip and Mr, Andrzejewski;

Chapter IIIis a provisional synthesis of papers prepared by Mr, Datzkov and Mr, di Lorenz.
and Mr, Salain; Chapter IV is essentially the work of the Secretariat; Chapter V,
which has not been discussed as such by the rapporteurs, is the work of the Secretariat,
Part II, the country reports, is a condensed version of the country reports initially
prepared by the Secretariat and individual rapporteurs and subsequently checked and
revised as necessary by the countries themselves. Two further pepers have been drawn
uponi one, by Mr, Robert of the International Co-operative Alllance, on the financial
aspécts of co-operative housing, the factual parts of which have been incorporated in
thé country feports and the analytical aspects of which, when completed, will be
incorporated into Chapter III; the other paper on selected aspects of housing finance
in the United States, prepared by Mr, Burroughs, has been drawn upon throughout the
whole report with a view to comparing United States experlence with that of Europe.

The whole report is of course subject to revision in the light of new material
being collected on certain questions, the discussion at the Housing Committee and
comments and corrections sent by governments in writing, and also from the point of view
of presentation and the elimination of duplication of material which still remains. It
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is suggested that the Committee, in its discussion, should concentrate on the substantive
aspects of each chapter, and in particular on the concluding chapter, and that comments
and corrections of detail should be sent to the Secretariat in writing, if possible
before the Committee meets, The provision of written comments applies particularly to
Part II, the country reports, which is not likely to be available until just before the
session and which it is suggested should not form the subject of discussion., It isg
evident that the countries will not be in a position to submit their comments on Part II
until after the Committee session and it is of course important that these should be
carefully checked for their factual accuracy in due course.

After the meeting of the Housing Committee and after further development and
revision of the relevant chapters by the rapporteurs the Secretariat will prepare the
report as a whole, for publication on its own responsibility, with of course full
acknowledgement to the rapporteurs who have contributed in their individual capacity,
and incorporating whatever conclusions the Housing Committee itself may feel eble to

"adopt,
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FINANCING OF HOUSING IN EUROPE
CHAPTER I - Introductnry: Economic and
Financial Problems of Housing

This chapter outlines the general economic and finaneial ﬁroblems associated
with housing and is an introduction to the general report, where the main problems
associated with the financing of housing are analysed in detail.
High capital cost of a dwelling

The economic and financial problems of housing begin with the high oapital
cost of a dwelling. As will be shown in Chapter II, the average dwelling built
to modern standards costs up to four times the average annual incoms of an adult o
male worker in Europe today. The result is that few can afford to provide themselves
with a dwelling out of current income as is possible with other necessities of life,
This high capital cost has shown little change over the years in real terms. The
gains made from more productive building techniques and, in particular, from the
application of industrial maess produetion to many of the components of a dwelling have
been offset by the better quality of the dwellings required and by rising factor prices.
Improved real incomes have also been offset by the cost of this improved quality. In
fact, a working-class dwelling in most countries in Europe now costs more in terms of
wages than it did at the beginning of the century. For example, in Dublin just before
the First World War a working-class dwelling cost tke equivalent of 133 weeks' wages of
a tradesman; in recent years the cost was equivalent to 145 weeks! wageS. Similarly,
in Oslo an average working-class dwelling cost the equivalent in 1890 of about 1,000
days' wages and in 1954 between 1,200 and 1,300 days'~wages.

The progressive impfovement in the dwellings required has been brought about in
response to improved conceptions of what constitutes a minimum suitable dwelling.
These conceptions have included Structural improvements such as in the size of dwellings.
Table 1 shows the increase in the size of the dwellings being erected in a number of
countries in recent years as compared with those erected in the 'twenties.
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Table 1
Changes in Size of Dwellings
| | Percentage of dwellings built
consisting of:
Country Years Towns ,
i 2 or less 3 4 5 or more
o rooms . Trooms ° Trooms '  rooms
Austria [1920 to 1929 | (Vienna) 69 r 25 6 -
19556 (all dwellings) 53 33 9 5
Denmark |1920 to 1929 | (all towns) 4 41 36 © 19
1955 (a11 towns) 6 13 39 42
Tinland |1920 to 1928 | (all.towns) 22 37 22 19
1955 (all towns) 17 25 31 27
Itely 1928/1929 (Milan) 28 34 21 7
1954 (residential 20 27 30 23
buildings)
Norway |[1925 to 1929 { (26 towns) 9 . 33 31 27
1952 : (a1l dwellings) 4 22 45 29
Sweden 11920 to 1928 | {all towns) 39 32 14 15
11954 i (all dwellings) ! 21 g 36 I .26 17
Sources: - Pre-war years: Housing Policy in Europe, Studies and Reports,
Series G, No.8, International Labour Office, Geneva 1930, page 53.
~ Post-war years: European Housing Progress and Policies in 1955, ECE,
Geneva, August 1956 (E/ECE/259) pages 9 and 10.
Note: A kitchenette has not been counted as a room but a kitchen has.
! .

Other impfovements, probably adding more to capital cost than increases in size, have
been introduced, such as reductions in housing density, more open Space, & greater
profusion of services and more elaborate equipment. These improving and potentidlly
costly conceptions of a modern dwelling have been matched by a progressive social
policy which has rightly insisted on the application of these conceptions to the
housing of all classes of the community. In its origins in the nineteenth century,
this social poliey was a sanitary one designed to reduce the dangers to public health
which arose from low housing standards and the proliferation of overorowding. They
were thé reaction of the times to the economic problem presented by the high capital
cost of a dwelling. This essentially negative approach has now given way to the
positive social policy of trying to ensure that all have the opportunity of obtaining
a dwelling of high minimum modern standard. BEven in its negative aspeot the social
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policy of improved minimum standards brought with it for public authorities the
obligation to intervene in the financing and supply of dwellings, since the insistence
on improved minimum standards was meaningless if the economic problem presented could
not be solved without such intervention. While, in itself, the higher real capital
cost would not perhaps have necessarily involved public intervention in the financing
and supply of dwellings, in most countries a combination of bther circumstances, given
the high capital cost, have made such a policy inevitable.

In the post-war period, the economic problem of the high capital cost of a dwelling
has been increased by the sharp rise that occurred in many countries in the quality of
post-war dwellings as compared with pre-war. An analysis made in the United Kingdom in
1947 showed that improvements accounted for about 38 per cent of the inecrease in cost
of a typical local authority house as compared with 1938/1939.(1) The increases in real
cost, however, were not due solely to improvements. Even in countries where the rise
in the price of building materials and in building wage rates was not disproportionate

2) a decline in productivity inoreased

to the increase in prices and wages generally,(
real costs. This reduced productivity was due to delays caused by shortages in material:
and labour, particularly skilled labour, the generally low efficiency of an industry re-
organizing itself after a long lay-off, over-demand on the industry and very often a
decline in the productivity of the many workers who were newly recruited., In the United
Kingdom, it was estimated in 1947 that reduced productivity from all causes accounted for
about 15 per cent of the increased cost of a post-war house.(l)

Table 2 shows the course of building costs and prices in the post-war period in
selected western European countries. The indices are of building prices, except for
the Netherlands and Switzerland where they relate to the actual cost of a dwelling. The
fall shown by the latter indices between 1947 and 1950 shows the extent to which improved
productivity, following the removal of the early post-war difficulties, reduced the cost
of a dwelling. In the long run, however, actual costs have increased owing to the

general rise in prices and wages from the Korean war onwards.

(1} "The Cost of House-building", First Report of the Committee of Enquiry appointed
by the Minister for Health, HMSO, London, 1948,

(2) The United Kingdom was one such country, at least, in 1947 and 1948, See
Marian Bowley: '"Housing and the Economic Crisis in Britain", International
Labour Review, February 1949, page 145.
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Comparison of the Levels of Cost of Living, Building Costs, Rent_and Earnings in Selected Countries, 1947, 1950 and 1
(Index numbers: 1938 = 100)

Cost of living Building prices and costs Rent 2 Hourly earnings in industry
Country ; i‘
1947 1950 1955 1547 1950 1955 1947 1950 1955 1947 1950 1955

Austria 211 465 721 - 550 886 _ 67 124 334 285(a) 422 761
Belgiun 293 339 409 350 400 485 169 222 323 352(P) 439(P) (b)(e)
Denmark 163 176 246 185 220 282 117 128 136 183(d) 216(d) 313(d)
Finland 590 921 1,147 620 1,110 1,575 137 223 697 g15(°) 1,518(9) 2,322(6)
France 1,580(2) 2,020 2,665 1,550 1,820 2,730 240 476 1,204 412{8) 926 %) 1,7455)
Ttaly 4,575 | 4,854 6,688 5,380 5,720 7,323 247 730 2,334 8,062(a) 8,561 111,322
Netherlands - 19 | 239 325 400 350 L64* 100 100 146 1948 229(8) 3088
Norway 160 167 230 175 180 231 % 95 113 17l | ge(ed(B) | pga(e)(h)
Sweden 147 159 232 150 160 218 107 108 144, 175(1) 205" 349(0)
Switzerland 158 159 182 195 180 199 102 107 122 191(8) (1) 205(¢) (1) 234(?) (1)
United Kingdom 170 191 277 240 270 5 320% | 111 114 132 224%) 258t 3e(1)

lWestern Germerny | 160(8) 151 175 215 185 | 239 | 100 F 103 122 2 116 162 230

L ; ‘ 3 . ; L | ’ i !

Indices of cost of living: The indices for 1947 and 1950 are from the Economic Survey of Europe in 1950, ECE, Geneva, 1951, page 1983 they'include rent;
those for 1955 sre exclusive of rent and are tsken from European Housing Progress and Policies in 1955, ECE, Geneva, August 1956
(E/ECE/259) page 28.

Indices of building prices and costs: The indices for 1947 and 1950 are from the Economic Bulletin for Europe, Vol. 4, No.l, ECE, Geneva, April 1952, page 28.
Those for 1955 were calculated by linking the series in European Housing Progress and Policies in 1955 (E/ECE/259) page 35 to the
series in European Housing Progress and Policies in 1953, ECE, Geneva, August 1954 (E/ECE/189) page 45.

Notes and sources:

Indices of rent: The indices for 1947 and 1950 are from the Economic Bulletin for Europe, Vol. 4, No. 1, page 28. Those for 1955 are from European Housing
Progr-ss and Policies in 1955 (E/ECL/259) page 28.

Indices of hourly earnings in industry: Source: National statistics.

(a) 1948.

(b) 1936 to 1938 = 100. Wage and rates.
(¢) June 1955.

(d) Wage and rates.

(e) 1939 = 100.

(f) Metal industries, wage rates, men only, 1939 = 100.
(g) Men only, 1938/1939 = 100; October.

(h) Men only.

(i) October.

* Secretariat estimate.
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While the eapital coét of a dwelling in monetary terms has increased thi'oughout
the pogt-war périod, the real capital cost in relation to wages appears to have
decreased, Table 3 shows that the ratio between hourly earnings in industry and the
building cost of a dﬁelling has improved in the three countries for which an index
of the cost of a dwelling is available. In other words, in terms of workers!
earnings the building cost of a dwelling has been reduced in the post-war period,
This is due both to improving incomes and some reduction in real building costs
through improved productivity, Only in Switzerland, however, do wages appear to
have inoreased more than the building cost of a dwelling as compared with pre~-war,

Isble 3

,A,-,:‘ of the Building Cogt of -: Dyelling
Hourly Earpings ip Indugtry, 1947 and 1955
(1938 = 100)

, ' Hourly earnings . |Ratio between earnings
Cost of a Dwelling
Country il inlindustry and dwelling cost
1947 1955 1947 1955 _ 1947 ' .1955
Netherlands 408 464% 19402 3085 2,06 1.51
Switserland 195 199 191 o 234 o 1.02 0.85
United Kingdom 327 9 224\°%7 369 1.46 1.03

Sources: - Indiggs of dwalling cost : - .
Netherlands and Switzerland : 1947 - Economic Bulletin for Europe,
Vol, 4, No, 1 ECE, Qeneva, April 1952, page 28,
1955 ~ Calculated by linking the series in Buropean Housing Progress
and Policies in 1955 (E/EC&§259) page 35 to the series in Buropean
Housing Progress and Polieies in 1953 (E/ECE/189) page 45,

United Kingdom: 1947 - falculated from the figures given in the Cost
of House Building op. cit : o
1955 - Calculated from the figures given in the Report of the Minigtry
of Housing and Local Government for the year 1955, HMSA, Gmd. 9876,
Appendix I Table H, To the average tender price for that year about

2 per cent has been added to make the final cost.

. d
National Statisties,

a) Men enly, 1938/39 = 100, October.
b; 1939 = 100: Qetober, .
¢) October,

¥ Secretariat estimate,
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An analysis of building costs and wages in Norway furnished by the State Housing
Bank shows that, there, also, the relation between wages and building costs have been
improving. The average cost of a new dwelling with a loan from the State Housing
Bank increased from N. Cr. 29.000 1n 1950 to 38,000 in 1956, The cost of a new
dwelling of 'mormal' size of 80 n? gross floor space over the same period increased
from N. Cr. 28,100 to 38.300., During the same period the average income of an adult
mele worker in industry, calculated on the basis of officiel gtatistics of hourly
incomes and of a normal number of annual working hours of 2.250, increased from
N. Cr. 7.250 to 11.500. Thus the relation between the cost of a dwelling and annual
income was reduced from about 4 to about 3.3 for the average dwelling,and ffom about
3.9 to about 3,3 for a "normal® dwelling. At the same time, however, there was a
considerable improvement of the equipment standard and the thermal installation, as
well as a considerable shift of house-building, with the aid of loans from the State
Housing Bank, from districts with relatively 1ow to districts with relatively high
building costs, For a ™ormal" flat of 80 m gross floor space in Oslo the relation
between building cost and income was reduced from about 5.25 (M, Cr. 40.000 : 7.600)
to about 3.66 (44s300 : 12.100). In this case the change in equipment and technical
standards has been limited but still'probably in a positive direction. The cost
figures here applied refer to building costs proper, i.e. without the cost of land
and.ofmigs preparation} Statistics on pre-war building costs are scarce and a precise
comparison with pre-war cannot, therefore, be made. It seems likely that the average
cost of a new dwelling immediately before the war had very nearly the same relationship
to the annual income of a fully employe@ adult male worker as the relationship found
by 1956. Owing to considerable unemployment in the 1930's the relationship is now
more favourable if the calculation is based on the actual average annual income.
Mbreover,'the average dwelling built in urban districts before the war was a good deal
smaller (normally two rooms and a kitchen against the presemt three rooms and a kitchen)
and the equipment standard was lower.

It is true that while the cost of a dwelling still represents perhaps four times
an adult worker's annual income, the improvement in the relationship between building
eost and wages has not materially altered the problem presented by the high capital
cost of a modern dwelling. The fact, however, that the relationship is improving is
of great potential importance for housing policy. Beiyeen 1953 and 1956 the resl

income of workers increased in France by 20 per cent. At this rate o? ihcrease,

(1) International Labour Review, ILO, Geneva, August 1957, page 195.
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which admittedly was the highest in western Europe, and on the assumption that a
dwelling now costs the equivalent of four years' wages, the cost of a dwelling would
within about forty years represent about six months' wages, provided the real cost

of the dwelling did not increase. Such a development is probably over-optimistic

but with present tendencies in real incomes and some prospect of improved productivity
in house-building, the cost of & dwelling may be reauced in many European countries
within the next quarter-century to, perhaps, the equivalent of two to three times

the annual iicome of a worker. Such a reduction in the cost of a dwelling in terms
of waeges would significantly improve the ability of wage-earners to afford new

' dwellings and, in particular,~to undertake owner-occupation.

Improved building technique and, in particuler, further industrialization offer
some prospect of reduced real costs in house—building.(l) It is unlikely, however,
that the real reduction in'cost thet would result from complete industrislization of
house~building - and the desire for one~-femily houses on isolated sites in many
.countries will limit the full application of industrialized methods - will significantly
affect the basic economic problem presented by the high cost of a dwelling in terms of
average incomes., In this connexion, a recent analysis(z) pdints out that the economies
of mass-production have long been open to the individusl builder - particularly in
the United States - for such components as doors, windows, kitchen and bathroom
- equipment, heating and lighting equipméht and that, above all, only the shell of
. the house remains to be prefabricated on an economic basis. The analysis goes on
to state, however, that "... a fabulous 50 per cent reduction in the cost of the
foundations, walls, floor and roof would represent only a 10 or 15 per cent reduction
in the total cost". A reduction of this order from improved building methods would
be important in the over-all volume of investment in housing but would not significantly
alter the problem presented by the inability of the person of average means to purchase
a dwelling out of current income, '

(1) a preliminary study of measures to reduce building costs and of the development
of the building industry is to be found in the Cost of House Construction, ECE,
Geneva, May 1953 (E/ECE/165). At present, work is in progress on a study of
government policies and the cost of house-building, primerily with the object
of defining the possibilities of industrialization in house-building and of

. making practical recommendations on the subject, having regard to the experience
. gained and the difficulties encountered in different countries in recent years.

(2) Lewls Munford: "A New Approsch to Workers' Housing", International Labour Review,
I10, Geneva, February 1957,
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Need ong~t credit

Given the high capital cost of a dwelling in terms of average wages, dwellings
can be provided for the bulk of thé populatioh only by means of long-term credit.
This, in turn, requires individuals or institutions in a poéition'to, and prepared
to, prdvide the necessary credit., In the nineteenth 6entury the pfivate individual
.appears to have provided the bulk of the long-term credit required for housing,
usually in the form of rented dweilings. Tdday in some countries as, for example,A
in eastern Burope the private individual has virtually disappesred as a provider'
of rented dweliings. In most countries he plays now only a minor role. In a few
countries, however, his role is still considerable. For exampie, in Switzerland in
1955, 73 per cent of dwellings provided in communes with a population of over 2,000
were provided by privéte individuals for renting; in Western Germany, in 1956,
60 per cent of all dwellings were similerly provided. Even in these countries,
however, the position of the private individual as a source of'long-term credit has
changed. In the nineteenth century, private capital was the predominant source of
the capital invested in housing by private individuals. In 1955 in Switzerland,
only 30 per cent of the total investment came from personal sources'and in Western
Germasny only 22 per cent. The decline in personal liquid fortunes due to inflation
and texation and the higher real cost of the high-quality modern dwellings may be
regarded as the main reasons for this change. A combination of circumstances has
led to the predominance in Switzerland and Western Germeny of the private individual
as a sourée of pérsonal capital lent at long-term of from 22 to 30 per cent of cost
to other mémbers of the commmity - as distinet from the owner-occupier. In both
countries rent control on new dwellings has been liberal. In Switzerland, a gross
return of 6.8 per cent has been permitted on gross construction costs; in Western
Germeny rents on social housing allow a return of 4 pér cent while rents on other
new dwellings are uncontrolled subject to the right of tenants to appeal against
rents which do not bear a reasonable relation to costs. The return on personal/
capital was also increased in Western Germany by income tax exemption on such capital,
The capital market in Switzerland was able to supply nearly 70 per cent of investment
in housing in 1955 and in Western Germany about 50 per cent. The predominant form
of building in both countries is multi-family dwellings; in both countries in 1955
only 14 per cent of dwellings were single-family dwellings as compared with 60 per
cent or more in Belgium, Ireland, the Netherlands and the United Kingdom(l). Apart

(1) FBuropean Housing Progress and Policies in 1955, ECE, Geneva, Mugust 1956, (B/ECE/259)



HOU/Working Peper No.66/Add .1
page 11

‘from in the Scandinavien countries, owner-occupation is mainly associated with
one-family dwellings. For example, in the United States,where 90 per cent of new
non-farm dwellings were owner-occupied, the proportion of multi-family dwellings wes
only 10 per cent in 1955.1) In Switzerland and Western Germany also a poliey of
having little public rented accommodation has been followed. This is a continuance
of the pre-war position in both countries. The combination of a liberal return on
investment in rented accommodation, the availebility of substantial funds from the
capital market, the predominance of multi-family dwellings, a lesser desire, perhaps,
for owner occupation, and the long tradition of having virtually no publicly owned
rented accommodation have all contributed to the present predominance, in the housing
market in Switzerland and Western Germany, of the private provider of rented dwellings.

In some countries, industrial firms have provided long-term credit for housing
for their workers. In eastern European countries the funds of nationalized industries
have been an important source of long-term credit for housing. A number of
nationalized and private firms in western Burope have also provided long~term credit
for housing their workers. But this source of long-term credit, restricted as it
usually is to the employees of the firm, offers little solution to the problem of
credit for general housing needs.

The personal investment of owner-occuplers as another source of the long-term
credit required for housing has varied according to the ability and propensity to
save of those undertaking owner-occupation and according to the amount of the capital
cost available from other sources, 1In countries where loan capital up to a high
percentage is available the maximum investment by owner occupiers has been of the
order of 20 to 25 per cent of costs, though in Finland and Norway it is frequently
more. This would appear to be about the maximum personal investment consistent with
a policy of enabling all classes to undertake owner occupation, In some countries
where loan capital is sperse, personal investment has formed the major portion of
the capital cost, For example, in Italy 52 per cent of capital investment in
housing comes from personal sources. The need for such exceptionally high personal
investment naturally reduces the ability of persons of everage means to acquire a
dwelling and depresses housing output below reasonable needs.

(1) "Housing in the United States", Housing and Home Finance Agency, Washington,
June 1956, page 32.
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The decline of personal investmeqx in housing to proportions of from 20 to 30
per cent at most means that 70 to 80 per cent of the capital - and 100 per cent in
the case of public houéing - must come from other sources., The extent to which this
capital will be forthcoming depends in the first instance on the number of dwellings
required. The output of dwellings in Europe in 1956 varied from 1.6 per thousand

inhabitants in Hungary to 11.0 in Western Germany(l)

. - It appears that only in a few
countries was the output in 1956 more or less satisfactory in relation to requirements
The rate of output itself is affected by the extent to which the necessary capital is
‘expected t0 be available, which in turn depends on the general demand for capital and
decisions as to the allocation of such capital.

In eastern Buropean countries, that part of the capital for housing which does
not come from the personal resources of owner-occupiers is supplied in common with
alllother investment capital, mainly from state and local budgets and the profits of
interprises. A full analysis of the various sources 1is contained in chapter III.

The problems of finding the capital for housing in these countries lie more in the
allocation of investment capital between the competing demands than in the actual
rirovision of investment capital, since public authorities or enterprises are
responsible for finding the necessary resources, Generally, investment is financed
out of current revenues with little or no recourse tb the type of inflationary credit
expansion sometimes used in western Buropean countries to supplement current savings
for capital investment., Ths level of consumer demand can also be controlled in
eastern Buropean countries to an extent not possible in the west. The greater
concentration at source of investment capital means that in eastern European countries
housing has to compete with other investment demands more closely than it does in
western Buropean countries, where investment capital cames from more varied sources
and where responsibility for investment is more dispersed. The introduction in
Yugoslavia of separate and revolving housing funds financed out of a special levy on
weges may be seen as an attempt to ensure stable and more adequate provision for
housing than is possible when housing is in direct competition with more direotly

productive investment.

(1) Buropean Housing Trends and Policies in 1956, ECE, Geneva, (E/ZCE/292) page 2.
(2) Ibid, page 5.

(2)
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Among western European countries, Switzerlend is the only country where the
capital market, Including private credit institutions, supplies virtually the entire
loan capital for housing without intervention by public authorities. It is also a
country which does not ensure to any significant extent the provision of new housing
within the means of ite lower-income families. The provision of low-g¢ost housing,
however, is not incompatible with the provision by the capital market of the entire
loan capital, provided there is an adequate system of public aid to reduce the
economic rents to reasonable levels wherever appropriate, In all other western
European countries public authorities intervene either as intermediary agencies er
as primary providers of capital for housing. This intervention ocours because funds
in the market are either inadequate having regard to investment demand er are in a
form which does not allow sufficiently long-term credit to housing. The inadequacy
of available investment funds arises from the demand side owing to the higher general
investment rate in the post-war period, associated with post~war reconstruction and
re~equipment, policies of economic expansion, increased population and technical
innovations requiring bigger capital outlay; the volume of the combined gross fixed
investment in 1956 in western BEuropean countries appears to have been as much as 188
per cent of the 1938 volume(l). On the other hand, the propensity to save has been
reduced over much of wostern Europe by many factors, including policios of social
security and full employment, redistribution of incomes and inflation., Inflation has
been responsible for a tendency for savings to accumulate in more liguid forms, thus
reducing the avallability of capital for long-term lending. This is particularly the
case in countries like Austria and Greece, whore open Inflation occurred during and
after the war.

Particulars of the extent to which individual western European countries supply
capital funds for housing out of public funds are %o be found in Chapter III. These
public funds have in the first place come from budget surpluses; at one time or
another surpluses on revenue account have been - and are still in soms cases -~ used
to supply capital for housing in Belgium, Denmark, the Netherlands, Norway, Sweden,
the United Kingdom and Western Germany. Countries which have not normally supplied
loan capital out of public revenues have often provided from these sources lump-sum
grants towards the capital cost of housing. Some countriecs, notably Austria and Italy,

(1) Eighth Report of the OEEC, Paris, April 1957, Volume I, page 100
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have provided housing capital out of special tax levies. Where public funds for
housing are not finsnced out of revenue, state borrowings - frequently from central
or commercial banks -have provided the capital necessary to maintain housing. This
inflationary capital financing gives rise to further problems and in the long run
affords a further disincentive to personal savings.

Annual costs of a dwelling

With the provision of the capital, the problem of the relation between the annual
costs of a dwelling and average incomes arises. It has already been noted that in
Switzerland, where no real problem arises in finding the capital for housing, the
majoriﬁy of new dwellings have been beyond the means of lower-income families, This
is due to the fact that given the high capital cost of a dwelling in relation to the
level of incomes, probably a majority of families in most countries cannot afford the
‘annual economic cost of a dwelling. In Switzerland, the rate of interest on first
mortgage 1dans was 3.5 per cent in 1955, the lowest in FBurope; in countries where the
interest rate is higher the ability of -lower- and medium-income femilies to afford a
new dwelling is further reduced. Teble 4 shows the interest rate pattern in western
Buropean countries in 1955.

Table 4

The Interest-rate Pattern in Western
Burope Towards the End of 1955

{in percentages)

Country Discount Long-term First-mortgage
Rate government bonds loans
Austria 5,0 - 8.0 to 9.5
Belgium 3.0 4,0 to 5.0 5.5 50 6,5
Denmark 5.5 6,0 to 7.0 6.5 to 7.0
Finland 5.0 to 8.0 - 7.5 to 825
France 3.0 5.0 8,0 to 10.0
Ireland 3.0 4,75 6.0
Italy 4.0 6.5 10.0
Netherlands 2.5 3.5 4,0 to 5.0
Norway 3.5 4,25 4,0 to 5,0
Sweden 3.75 4,25 to 4.5 4,25 to 4,75
Switzerland 1.5 3.25 3.5
United Kingdom 4,5 4.5 5.0 to 5.5
United States 2.5 3.0 4,5 to 6.0
Western Germany 3.5 5.0 6,5 to 8.0
Source: Twenty-sixth Annual Report, Bank for International
Settlements, Basle, June 1956, page 68
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In the majority of countries the rate on private first-mortgage loans was as much as
5 to 6 per cent, and in a number of countries still higher at from 8 to 10 per cent.
The repayment period for first-mortgage loans varies from ten to thirty-five years in
typical cases and this also has an important effect on the relation between annual
costs and incomes.

The situation in the United Kingdom may be used to illustrate the actual relation
between the annual econamic costs of a dwelling and incomes, and the effect produced
by changes in rates of interest and repayment periods. 1In recent years a typieal
local-authority dwelling in the United Kingdom appears to have cost in the regilon of
£1,700. The current 1ntereét rate on private first-mortgage loans is 6 per cent and
the ;epayment period does not normally exceed thirty-five years. The annual capital .
cost of the dwelling in these circumstances is, on the annuity system, £117. On the
assumption that 20 per cent of income represents the maximum that can reasonably be
paid in rent, this annual cost would be within the means only of an annual income of
about £585., In 1956, out of 26 million personal incomes (counting husband and wife
as one person) 14,9 million incomes did not exceed, after tax, £500 per annum(l).

Thus at least 57 per cent of incomes were insufficient to meet the annual capital cost
of a dwelling, If to this annual cost were added other outgoings, such as maintenance
and insurance, and if quelity were to be in line with modern standards, it would
require an annual income of up to £750 to afford such a dwelling. In 1956, only about
15 per cent of personal incomes after tax were more than £750. If the rate of interest
were 8 per cent the annual cost of the capital would be £146 which in itself would

put the minimum local-authority dwelling beyond the means of all but 15 per cent of
the population. If the repayment period were fifteen yedrs instead of thirty-five,
the annual cost of the capital at 6 per cent would be £175 which would require an
income of £875 or more, which probably would be within reach of less than 10 per cent
of all incomes. If the intcrest rate on the fifteen-year loan were 8 per cent, an
annual income of about £1,000 or more would be required; less than 5 per cent of
incomes were in that category. .

The foregoing analysis can give only z very rough outline of the situation, It
has been assumed that the full cost of the dwelling has to be borrowed; in practice
perhaps 75 per cent only can be borrowed., However the lower-insome groups would

(1) National Income and Expenditure 1957, HMSO, London, 1957.
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include many who would not normally require a separate dwelling. Nevertheless, it
would seem that at present market rates of interest and with current repayment
periods somewhat more than half the population in the United Kingdom cannot afford

a new dwelling of a reasonably minimum size and quality. The United Kingdom is
among the industrially advanced countries in Europe with a net national product per
head of population which ranked fifth in western Zurope in the period 1952 ¢o 1954(12
It is also probably the country where a new modern dwelling costs least in terms of
a worker's wages, It has progressed further than most Buropean countries in the
redistribution of income in favour of lower-income families. The situation, therefore,
is likely to be more favourable than in less advanced and poorer countries where
income disparities are greater. In addition, the interest rate in many countries is
higher than in the United Kingdom and the repayment periods shorter.

The fact that even in a relatively rich country where the terms of first-~
mdrtgage loans are not unduly onerous few workers can afford the annual economic cost
of a dwelling is another reason for public intervention in the financing of housing.
Table 4 shows the yield on long-term government bonds in western Buropean countries.
In most cases they are from 1 to 1.5 per cent below the market rate on first
mortgages. By using public credit to raise capital for housing, the interest rate
and hence the annual costs of a dwelling can be significantly reduced. In addition,
by successive short or medium-term borrowing, public authorities can extend amortization
periods considerably longer than those obtainable in the ordinary market.

Even with favourable interest rates and long amortization periods it is usually
not possible to bring the annual costs of a dwelling within the means of the bulk of
the population. For example, in the United Kingdom the annual economic capital costs
of a local-authority dwelling costing £1,700 financed out of public funds is in the
region of £100; this would require an income of at least £500, which is about the
upper level of an adult worker's annual wages. This assumes allocating for rent
one-fifth of income, which is generally regarded as the maximum possible. In practice,
such a proportion of income devoted to rent would be considered in most countries as
excessive. The proportion of income to be devoted to rent is also affected by the
traditional pattern in a given country of the rent/income relationship. It is here
that rent control exerts another important influecnce on the financing of housing.

(1) Per Capita National Product of Fifty Five Countries 1952-1954, United Nations,
New York, 1957.
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Rent control by freezing rents at pre~war levels brought about almost everywhere
a dramatic-reduction, compared with pre-war, in the rent/;ncome relationship. This
chenge 1s illustrated in Table 5, which compares the proporfién of family expenditure
devoted to rent in selected western European countries before the war with that in.
various posti-war years.

Table 5
Proportion of Family Expenditure Devoted to Rent

(in percentages)

Country Pro-war 1947 1950 1953 1955
Austria 1934 7.7 - 3.6 - 4,542
Belgium 1938 11.0 5.6 7.0 7.8 -
France - 1928 8.1 1.3 3.0 3.4(0) 3.7
I.T.'Oland 1938 803 4-.8 4.6 6.1 -
Italy 1938 10,0 0.5 } 1.0-1,5} 1.8 " (b)
Netherlands 1938 11.5 § 6.7 5.5 5.6 7.5
Sweden 1938/39 | 11,2 | 8.4 8.1 8.2 -
Switzerland 1936/37 1 13.8 - 13.2 12.2 13.&
United Kingdom | 1938 11.3 |} 7.6 7.0 7.4 -
Western Germany | 1936 13.1 3 - 9.2 9.8 - 9.2

Sources: - The figures for pre-war years and for 1947 and 1950 are
from the Economic Bulletin for Europe, Vol. 4, No. 1,
ECE, Geneva, April 1952, vege 27, )

- The figures for 1953 are from European Rent Polioies,
ECE, Geneva, August 1953 (E/ECE/170) page 17; except -
in the case of Ireland where the figure is taken from

} the International Labour Offlce Yearbook of Labour

Statistics 1956, ILO, Geneva, 1956.

-~ The figures for 1954 and 1955 are from the International
Labour Office Yearbook of Labour Statistics 1956, ILO
Geneva, 1956,

(a) 1954/1955, : ;
(b) 1954. .
(e) 1951/1952

" The reduced post-war proportions have set a pattern of rentfincome relationship
which has had to be reflected in rents charged for post-war dwellings. In addition,
this general pattern also has affected the level of incomes; presumably if post-war
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rents generally had been higher incomes would also have had to be higher. A further
factor determining the level of post—war rents of new houses has been the recognition -
by many countries in the changed social climate after the war of the‘fact that pre-
war rents had been too high for familiss with average incomes. The table also
illustrates the tendency, with the relaxation of rent control in most countries, for
the general level of rents to rise in the post-war period, ‘Details ban.be found in
Part II(l) of the policies followed as regards rent control in individual countries
and the effect these policies have had on the level of rents in new dwellings. Table
6 further illustrates the effects of these policies in selected countries in bringing
post~war rents increasingly into line with the post-war level of prices,

Table 6

Ratio in Various Years Between Cost-of-living and Rent Indices

Country 1947 1953 | 1955
. Austria 4* 3,06 2,00 226 .
Belgium £ 1.73 | 1.58 § 1.27
Denmark T 1.39 1.83 § 1l.81 -
Finland 1 4.31 | 2.38 } 1.65
France 6.,58. | .2.79 § "2.21
Netherlands 1.99 2.48 § 2.23:
Norway 1.70 2,17 § 2.04
Sweden 1.37 | 1.68 § 1.61
Switzerland 1,55 § 1.56 | 1.49
United Kingdom 1.53 } 2,07 § 2.10
Western Germany 1.61 1.51 ‘:1443

Sources: - 1947: The cost-of~-living and
rent indices in Table 2.

- 1953 and 1955: European
Housing Progress and Policies
in 1955, ECE, Geneva, August
1956 E/EGE/259), page 28,

(1) See HOU/Working Paper No. 66/Add.6.
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Rent control and inflation had the same effect on rents in geatern Hurope as
A4y western Europe. In Czechoslovakia, rent before the war represented 8.4
per cent of family expenditure; by 1947 the proportion was reduced to 3.3
(1)

per cent . In Yugoslavia, the corresponding decline was from 26 per cent
to 9 per cent in 1949(2). In the USSR, in 1933 rent for dwelling-space
represented 10.4 per cent of the income of a wage—earner(s); in 1955 the
proportion was 1.5 per cent or 4.2 per cent if services are included. There
were similar reductions in the other eastern European countries. In contrast
with western European countries, however, rent levels have not been raised in
castern European countries in recent years, except in Yugosdavia, where the
rents of pre-war dwellings have been raised to 150 per cent of the pre-war level.
Public intervention in the financing of housing has, therefore, been
required in order to reduce the economic costs of a dwelling to the rent-
paying capacity of families, which in itself has been influenced by the general
pattern of rents established by rent control. The principles and methods of

such public financial aid form the subject of Chapter Iv.

(1) uconomic Bulletin for ‘Europe, Vol, 4, Nov l, 7*‘GE, Geneva, Abfil“1952, page 27.
(2) European Rent Policies, 2ICE, Geneva, August 1953 (E/ECE/170), page 5l.

(3) Intern tional Labour Review, ILO Geneva, Vol. XXVIII, No. 5, November 1933,
page 654 .
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The disparity between the annual economic costs of a dwelling and aversge
incomes may also be reduced by increasing incomes, Generally, in the post-war
period real wages have increased throughout Europe. Table 7 shows for western
Buropean countries the increase in real wages between 1953 and 1956.

Pable 7 .
Changes in Money and Real Wages in Manufacturi 1 to 1956

Indices for 1956 (1953=100)
Gountry
Money Consumer Real
wages prices wages
Austria 118,9 108.2 109.9
Belgium 110.3 103.2 - 106.9
Finland 120.0 107.7 111.4
France 1 122.7 102.8 119.4
Ireland 114—09 106n9 10705
Netherlands 120.0 107.9 111.2
Norway 120.2 109.3 110.0
Sweden 112.6 109.0 103.3
Switzerland 109.0 103.7 105.1
United Kingdom 12442 112.4 110.5
Western Germany 119.0 104.6 113.8
Source: International Labour Review, ILO, Geneva,
August 1957’ VOIQ LXXVI, No,. 2, page 1950

In addition, earnings in many countries have been increased by policies of full
employment. The extent to whioh public financial aid is required to reduce the
annual economic cost of a dwelling has been affected by this trend. The improvement
in real wages has also been regarded in many countries as a justifieation for relaxing
rent control, and this in turn has affected the level of public aid made available

to reduce the annual economic costs of new dwellings. This movement of real wages
emphasizes the importance of a system of public financial aid which can be adjusted
to meet the changing ability of tenants and occupiers to afford reasonable charges

for their dwellixgs,
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There is yet another aspect of the relation of incomes to the annual economice
cost of a dwelling, While for the bulk of the population in a country this may
be prohibitive, there would appear to be in all countries a varying proportion
of the population whose means it does not exceed. This ig illustrated by the
large output of unaided dwellings in the United Kingdom, where public financial aid
ig in the main restricted to local-authority dwellings. The position is, perheps,
better illustrated by the fact that in, for exemple, Belgium and Norway, where
public financial aid is available for all without income limitations, about one-
quarter of total housing output is for persons who do not apply for public financial
aid either because of the cost and size limits on dwellings eligible for such aid
or ouing to the delay involved in obtaininé it, The ability of a sector of the
population in all countries to erect a dwelling without public financisl aid raises
the problem of social priorities. In view of the general limitations imposed by
finaneial and physical resources on total housing output, the erection of unaided
housing by the better-off families msy mean that the opportunity to acquire a
dwelling of those whose housing need is greater is reduced. This is another reason -
why public intervention is required, to ensure that fair soclal priorities are
observed; the extent to which those in a position to afford housing uneided share
in total housing output will vary with the social and politicel climate in each
country. Generally, most countries would appear to favour freedom for better-off
families to build without public financial aid in proportion td their quantitative
importance in the community, To ensure that social considerations prevail in the
allocation of the bulk of housing available, it is often necessary - particularly
if rented accommodstion is desired - to establish public or semi-public bodies
oharged with the provision of accommodation in accordance with social need. Where
such bodies are not feasible, it would seem that conditions should be attached to
the granting of public aid of a kind that give social considerations due weight.
B ce in the econo

A high standard of housing is an essential part of an improved standard of
living; & rising standard of living, however, is obtainable on a lasting basis
only as the fruit of economic advancement., Given the availability of capital, the
dilemms is whether to spend it directly on improving the productivity of industry
and agriculture, with as a result increased incomes from which té purchase a higher
standard of living; or on housing and other social emenities. The choice of the
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second alternative, except where associated with the resettlement of workers directly
required for industrial development, has at most an indirect and gradual effect in
increasing national purchasing power by improvin% the health and well-being of the

1)

In Furope there are vast differences between countries in the degree of economic

labour force and, as a result, its productivity.

development and thus in national income per head of population, and in housing
standards. In view of these differences, policy in regard to investment in housing
cannot be decided simply on the basis of social need which is usually judged by the
criterion of the social standards achieved by the more advanced dountries. Even

in these countries, however, a careful balancing of investment}polioy between directly
productive and social investment is required., Such countries must maintain their
existing heavy investment in the productive capital equipment on which their purchasing
power depends and can generally make further economic progress only by the development
of key and cegpital-intensive industries. Furthermore, with full employment in most
advanced countries increased productivity can be achieved only by an increased

capital investment per worker in existing industries, For all countries, therefore,
the allocation between social and directly productive investment is a critical
economic and financial problem. The decision made will, in practice, be influenced
by social and political as well as by the economic and financial considerations,

In Chapter II the allocation of investment in eastern European countries between
social and productive outlets is analysed, The preponderance of investment in N
industry as compared with housing is clearly brought out. In general, from half to
two-thirds of -gross fixed investment in these countries is iﬁ industry; investment
in housing is typically in the region of 10 per cent., Table 8 shows the division of
gross fixed investment during the period 1950 to 1954 in a number of western European
countries, Investment in housing is usually from 20 %o 25 per cent while investment

in other sectors shows greater variation, depending on the existing structure and

(1) For a fuller discussion than is possible here of the role of housing in
economic development see E.J. Howenstine: M"Appraising the role of Housing
in Economic Development", International Labour Review, ILO, Geneva,

Vol. LXXV, No. 1, January 1957.
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t Sources: - Net national product: "Per Capita National Product of Fifty-five countries", United Natioms,
i : New York, 1957 :
' ~ Investment figures: Economic Survey of Europe 1955, ECE, Geneva 1956 (B/ECE/235) pages 57 to 63
{a Including electricity, gas— and water—works ’
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c) Years 1951 to 1954
d) Years 1952 to 1954
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degree of development of the egonomy. For example, the pattern of investment in
Belgium and Denmark is greatly influenced by the relative importance of agriculture
and industry in these two countries, Investment in shipping in Norway probably
accounts partly for the high proportion of investment devoted to transport and
commnications. These basic structural differences make valid comparisons between
countries difficult but a comparison‘between Greece and Italy may serve to illustrate
the basic economic problem involved, The net national product per capita in these
two countries was the lowest during 1950 to 1954 among the countries included in
Table 8, and in addition Greece had a relatively low investment rate. Yet of the
countries represented in the table, it devoted the lowest proportion of its invest-
ment 4o incressing productivity in agriculture and industry (25 per cent) and its
housing investment was the highest proportionately (32 per cent). In contrast,
Italy devoted 40 per cent of its investment to industry and sgriculture and only

20 per eent to housing.

The basic underlying differenoes between western Buropean countries and thelr
respective abilities to afford a high standard of housing is illustrated by the net
national product per capita shown in Table 8. These figures being converted at
exchange rates may not always reflect the real purchasing power of the local currenoy,
but they gave a general picture of the differences in esonomic development and the
sbility to afford a higher standard of living, including an adequate housing

programme,
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CHAPTER III: Sources of Capital for Housing
and the Financial Institutions Concerned

The purpose of this chapter is to show the sources of capital for housing,
distinguishing first between public and private sources, then breaking down these
two main headings into appropriate sub-headings; to compare the situation from
country to country; and to describe and to discuss the institutions, public and
private, concerned with the chanelling of capital into housing. The analysis is
carried out in two parts, ome sn western and the other on eastern Europe, since the
institutional arrangements differ widely between these two groups of countries.
WESTERN EUROFE

Teble 1 shows for selected western European ccuntries the total amount of
funds invested in housing in 1955 (except where otherwise stated) and the
percentage thereof in the form of public investment.
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Table I
Amount Invested in Housing in Selected European Countries
in 1955 and Percentage of Public Investment
Total amount invested

in housing Percentage of

Country (millions in local public investment
esurrency) ‘

§ LAustria 4,400 (a)

{ Belgiuym 15,000 to 16,000 43
Denmark 750 : 45 (b)
Federal Republic of Germeny 10,000 27
Finland . 50,000 to 60,000 20
Greece ‘ 57,192 5
Ireland 14 5
Italy 715,000 13
Netherlands © 940 58 (¢)
Norway (4) - 58 (e¢)

. Portugal 1,600 2.6
Spain ' 13,000 55
Sweden (e) 2,900 36 (c)

b Switzerland 1,560 1.7 (£)
Turkey 664 2.24
United Kingdom ’ : 642 30 to 40

Source: Country reports.

(a) No data available. In recent years the volume of private building has been
between 55 and &0 per cent of total housebuilding. It must not be con-
cluded, however, that new building financed exclusively out of private
resources accounted for the same proportion numerically.

(b) State investment.

(e) Estimated.

(a) 1954.

(e) Including repairs and alterations.

(f) Incomplete data.

ZZhalysis of Table 1 to be added, to show why there are differencq§7

Sources of public funds
Public funds, both state and local, which find their way into housing ecome

from four different soureces:
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general revenue,

special taxes,

public loans, and

deposits in public ar semi-public or savings institutes.

In Austria the only contribution from general revenue would appear to be part
of the resources of the Fund for Housing Reconstruction, but the amount of this
contribution is not known. In Belgium public funds derived from general revenue
account for 8.6 per cent of total investment in housing. In Denmark state
expenditure on housing, probably from general revenue, amounted to kr,335 million;
in addition, & further kr.100 million expended on housing appear to have been
raised from municipal taxes. In Western Germany 27 per cent of the expendifure
on housing was raised from public funds, partly state, partly L¥nder and partly
municipal budgets. In Greece public funds are derived from the state budget and
from dsductions from workers' wages, tantamount to & special tax, the total yield
of which is, however, not known. In Ireland capital grants to private housing
are derived from general revenue. In Italy public funds are derived from the
state budget, Post Office savings accounts and special taxes for house-building,
but the respective amounts from these three sources are not kmown. In the
Netherlands 58 per cent of total investment in housing is derived from munici-
palities and associations and from the staﬁe, 47 per cent of total investment funds
being derived from municipalities ahd associations and 11 per cent from the state.
In Norway, of the 57.75 per cent of total investment derived from public funds,
state capital subsidies amount to 8.5 per cent and municipal capital subsidies to
4.25 per cent; all capital subsidies are derived from state or municipal budgets.
In Portugal and Spain no public funds are derived from general revenue. In
Sweden 36 per cent of total funds invested in housing are provided from general
state revenus. In Switzerland the central government does not provide financial
agsistance in any form; a limited number- of loans and capital grants are made
by cantons, in some cases apparently from cantonal revenus. In Turkey no housing
js financed from general revenue. In the United Kingdom, local-authority housing,
accounting for up to 50 per cent of total house construction, is financed from
state general revenue Or by local authorities, borrowing on the open market, but

the relative importance of these two sources is not known.
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In Austria wage-earners and employers contribute either to the Federal Fund for
House Construction and Property Ownership or to the Fund for Housing Reconstruction;
in the former case the wage earners' contribution is 0.5 per cent of the amount of
the general contribution for health insurance, at present a sum ranging between
schillings 2,400 and 3,600 or schillings 12 to 18 per month. Employers contribute
an equal amount for each person employed. The resources of the Fund for Housing
Reconstruction are derived partly from a 10 per cent surcharge on the wages tax.

As already noted, a special housing tax on workers' wages is empluyed in Greece but
the amount appears to vary greatly from year to year. In 1957 it was dr. 71.5
million, i.e, more than 43 per cent of total public investment in housing. A
special tax for hnuse-building has been employed in Italy since 1949 but its
relative importance in relation to other sources of public funds is not known. The
tax is at the rate of 1.2 per cent of the total wages bill. The state, provinces,
communes and public assistance and welfare institutions are exempt . Workars pay
0,6 per cent of their wages. The total yield from the tax covers about 30 per

cent of public investment in housing, and the state in turn makes a contribution
equivalent to the receipts from the tax.

In Demmark kr.200 million out of the total investment of 750 million are from
public loans. In Ireland public funds are derived from public loans. In the
Netherlands public bonds are issued at 3 to 4 per cent with a life of thirty to
forty years, but the felative importance of this source of public funds is not known.
In Norwaey 45 per cent of total investment and the greater part of public invéstment
is in the form of state loans. In Spain three-quarters of the general state
housing budget is from the proseeds of state—guaranteed 4 per cent bonds redeemable
in fnrty years. In the United Kingdom a substantial part of the funds channelled
through local authorities are from state loans on a sixty-year basis.

In the Netherlands, municipalities make use of funds borrowed from insurance
companies, pension funds and savings banks, but again the amount is not known. In
Portugal public funds devoted mainly to the construction of workers! and fisher-
men's dwellings are partly derived from the General Deposit Credit and the
Insurance Fund. In Turkey the limited public funds available to house construction
are derived partly from shares owned by the state in the Real Estate Credit Bank

and partly from social insurance funds.
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In the light of the factual picture presented in the foregoing paragraphs an
attempt is now made to compare the relative importance of the four main sources of
public funds from one country to another. Most countries draw on the state
budget provided from the general revenue, the main exceptions being Switzerland and
Turkey . The activities of lucal authorities vary widely from country to country
and are more important in the countries of northern and north-western Europe.
General local taxes are also an important source of funds for housing in Vienna,
The 1957 budget in this eity made provision for loans amounting to schillings 480
million, of which 52.5 million were to be contributed by the Building Fund and the
balance from the municipal budget. The Li¥nder and other Austrian municipalitles
also contribute to the financing of housing by granting l:ans cut of their budgets.

Special taxes are of importance in only a limited number of countries, namely,
Austria, Greece and Italy. In these three countries the system employed has one
main feature in common, that the tax is based on wages.

The floating of public loans is an important source of housing finance in the
Federal Republic of Germany, Ireland, the Netherlands, Norway and Spain. In
addition loans floated by municipalities are important in some countries, partiecu-~
larly the Federal Republic of Germany and the Netherlands.

Financing through deposits in public or semi-public banking or savings
institutions is of importanee in several countries; in particular, Finland and
Italy draw part of the funds required for house-building frcm Post Office savings
banks., In the case of Italy this source provides some 40 per cent of total public
investment in housing. In Belgium 34 .4 per cent of total investment in housing is
derived from investments made by the Generel Savings and Pension Bank, which operates
through a network of local savings banks and loecal insurance bodies; all of these
funds are on public account.

Public financing institutions

Some countries in western Europe have set up special agencies for the purposes
of financing housing. In Finland in 1949 a special Housing Board, Arava, was set
up for the granting of loans. These rank as second priority, the first priority
loans being granted mainly by the savings banks and insurance companies. For the
building of detached houses and owner-occupisd blocks of flats an Arava loan is
limited to 40 per cent of approved cost, including site. For the erection of
houses to be let in flats the loan may be 60 per cent of cost. The total amount

loaned from all sources mey amount to as much as 90 per cent of cost but this is
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not normal in practice. During recent years the average rate of Arava loans has
fluctuated between 36 and 38 per cent of cost. The rate of interest on Arava loans
may be as low as 1 per cent or as high as the current market rate. For stone
buildings, the duration is forty-five years and for wooden buildings thirty-three.
The proportion of builders' own capital for detached houses or owner-occupied flats
is generally more than 20 per cent of cost. This is sometimes put in partly as
builders' own work and partly by borrowing from private individuals or banks. From
1949 to 1956, 68,200 state-aided dwellings have been provided, 44,400 in the form of
blocks of flats and 23,800 in the form of detached houses. 0f the capital required
for these houses, 41 per cent has been in the form of primary mortgages, 37 per cent
Arava loans and 22 per cent builders' own funds.

In Norway, the National Housing Bank was established in 1946 and is subject to
effective control by Parliement. Close financial and administrative co-operation
is required with 750 municipal authorities, through housing committees elected by
municipal councils. An application for a loan is received by the municipal housing
committee, who takes into account information on the size of family, income,
technical details, estimated cost, running expenses and intended methods of
financing. The municipal council, in considering a report by a housing committee,
takes into account probable rateable value, rent and building cost. Then it is in
a position to decide whether to guarantee part of the loan and whether to grant a
subsidy. Thereafter the case is put to the Housing Bank. Normally the Housing
Bank does not itself grant the loan but acts as a guarantor. The loan is raised
in the local savings bank or a commercial bank. If the loan is granted the
municipality must undertake to pay one-third of any loss that may accrue, and
capital is only given if the municipality undertakes to pay one-third of it.

Housing finance is also provided under very similar arrangements, through the same
network of municipal committees, by the Smallholders' Bank, established in 1903 but
re-organized in 1915 and again in 1947. This Bank is operated mainly in rufal
districts. Nearly three-quarters of current new housing rrojects are financed by
loans and grants made by these two state loan organizations. Money lent by these
two state housing banks is in the form of interest-bearing loans, The money is
raised by the two institutions themselves, either in the ordinary market or from the
state, but since 1951 the bulk has been raised from the state., Two-thirds of the
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capital involved is covered by the state budget and one-third by the budget of the
municipalities concerned.

In Spain the funds obtained for housing from publiec investmgnt are administered
by the National Institute for Housing and the Credit Institute for National Recon-
struction. The annual funds at the disposal of the former amount to pesetas__:Av
700,000 million, of which 25 per cent represent the organizationts own funds?
obtained from the government, who raise money by the issue of bonds redeemable over
forty years and bearing interest at 4 or 4.5 per cent; and the remaining 75 per
cent from public loans raised by the National Institute itself but with the capital
and interest both guaranteed by the state. These loans are in the form of forty-
year bonds with interest at 4 per cent free of taxation. The Credit Institute for
National Reconstruction also issues its own bonds under arrangements somewhat
similer to those employed by the National Inssitute. It guarantees loans for house-
building at interest rates varying from 3 to 4.5 per éént.

In the Urited Kingdom and also in Ireland, local authorities provide loans to
individuals erecting houses for their own occupation. These loans are usuall& on
a better term than can be obtained from the market. The reason for this practice
is the encouragement of owner-occupation among those unable to afford commercial
mortgage terms. In the United Kingdom the funds for these loans are raised partly
on the market and partly by borrowing from the state, In Ireland the funds are
obtained entirely from the state.

Sources of private funds

In more than half the countries of western Europe the principal source 6f
capital for investment is from private funds, comprising the following countries in
order of magnitude of the relative importance of private sources: Switzerland,
Turkey, Portugal, Greece, Italy, Finland, the Federal Republic of Germany, the
United Kingdom, Sweden and Belgium. The countries in the category where public
financing predominates, again broadly in order of importance, are Ireland, Spain,
Denmark, Norway and the Netherlands. It is not easy to draw a clear distinction
between public and private financing. Furthermore, in some countries there are
bodies of a mixed character which are substantially identical in nature; regarded
in some as public, in others as semi-public and in still others as private _
organizations. Sometimes whether or not a body is regarded as public or private

is an accident of legislation.
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There are two main sources of private funds:
~ private savings, and
- advances from financial institutions, particularly banks of various
kinds and financial institutions.
An indication of the quantitative significance of these two main sources in different
countries is set out in the following paragraphs.

Private saving channelled into house construction, either by private individuals
or builders, is significant in Belgium, where 48 per cent of total housing finance
comes from private builders or buyers of dwellings and 9 per cent from private
companies. In Denmerk an appreciable part of the kr.113 million (out of a total of
750 million) invested in house construction comes from private individuals. In
Western Germany, 33 per cent of private capitél is derived from individuals, including
builders end industrial employers. In Finland, 8 per cent of total investment is
in the form of owner-occupier contributions and a significant but unknown additional
part is derived from other private sources (apart from finance houses) . In Ireland,
the contribution from private individuals is probably between 5 and 10 per cent of
total investment in housing. In Italy, 60 of the 87 per cent of total investment is
accounted for by private funds obtained from owner-occupiers and funds invested by
building undertakings. In the Netherlands,'some 17 per cent of total investment is
from private individuals. In Spain, private investment amounts to nearly pesetas .
2,500 million per annum. In Sweden, of the 64 per cent of total investment accounted
for by private funds some 15 per cent is in the form of contributions from private
owners. In Switzerland, 30 per cent of total investment is in the form of
contrivbutions from private owners. In the United Kingdom, the proportion accounted
for by private owners is appreciable. ’

Bank advances are significant in Denmark, where the bulk of private funds takes
the form of long-term bonds issued by the land banks. In Western Germany, 67 per
cent of private capital invested in house-building is accounted for by nortgage
loans, mainly from savings banks, loan banks, life insurance companies and socilal
insurance institutions granting first mortgage long-~ternm loans and real-estate
savings banks granting médium-term loans secured by second and third mortgages.

For Finland data is not available to enable a quantitative distinction to be made

between loans from finance institutions and from owner-ocdupiers; 15 per cent of
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total investment is in the form of first-mortgage loens granted by finance
institutions for the construetion of dwellings qualifying for state loans; 8 per
cent in the form of owner-occupier contributions; and the balance, the source of
which is not known, represents building carried out by funds borrowed without the
agsistance of public aubthorities. In Greece 60 per cent of private funds are
accounted for by mortgage loans granted by banks, building societies and insurance
companies. In Italy 40 per cent of private investment is provided through the
money market by land banks, finance institutions and insurance companies. In the
Netherlands 25 per cent of total investment in housing is provided by loans from
finance institutions, banks, insurance companies, building societies and other
bodies making mortgage loans. In Spain pesetas 1,000 million per annum are provided
by private banks. Banks lend capital on a mortgage for a period of three to six
years to the extent of pesetas 140,000 million per annum; pesetas 1,000 million per
annum are obtained from savings banks. In the latter case the loans are redeemable
in ten to thirty years and secured by a first mortgage. In Sweden 85 per cent of
privately invested funds are supplied through the money market. In Switzerland 70
per cent of the private investment in house-building is in the form of loans from
real-estate credit banks, cantonal and private banks and insurance companies. In
Turkey private ilnvestment is mainly in the form of loans by the Real Estate Credit
Bank in urban areas and the Agricultural Bank in rural districts, In the United
Kingdom no information is available as to the respective amounts provided by finance
houses, particularly building societies and insurance companies, and by private A
individuals. :

Private financing institutions

Using the same basic dilstinction between private savings and advances ffom
financial institutions, a discussion now follows of the verious methods in force
of drawing private financing into house construction and, where relevant, of the
private financial institutions in operation in western Europe.

In most, if not all, countries, personal savings are drawn upon for building
by owners wishing to occupy the dwellings themselves, either acting alone or as
members of co-~operative societies or other legally recognized groups varying with
the country. This method of financing is therefore an importent means of drawing

on savings, particularly small savings, and even of encouraging their growth. It
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permits the use of capital on which, generally speaking, no interest ~ or only a
very low rate of interest - is expected, since the main purpose of the investment is
neither economic return nof gspeculative gain, but the acquisition of a house.

The relative importance of this method of financing varies with the countries
and is dependent upon a number of factors. The occupier's personal contribution is
everywhere an important element in the financing of rural housing, since the peasant
classes are commonly encoufaged to become the owners bf.their dwellings. Moreover,
this financial contribution is frequently supplemented by a contribution in kind,
particulerly a contribution in labour, and it is difficult in practice to determine
the relative proportions of the two kinds of contribution. So far as urban housing
is concerned, on the other hand, the extent of owner-occupancy - and hence the volume
of the contribution made by the future owners to investment in housing - varies
greatly from country to country.

The habits of the people and the volume of housing requirements are naturally
factors of considerable importance. The situation is obviously favourable if
circumstances are such that the owner who builds for his own occupation has a good
chance of seeing his investment preserve its value or even appreciate, as, for
instance, if the state of the real-estate market were to encourage the hope that, if
he had to sell his house, he would be able not only to repay the loans he had
contracted, but also to recover his own contribution and even make a profit. A
serious housing shortage, however, also encourages persons who are looking for a
house - or who wish to move to a better house ~ sometimes to invest a large amount
of personal capital, even at the risk of not recovering the whole of their outlay
~ should the building have to be sold.

The proportion of the cost contributed by the owner-occupier also varies with
his own saving capacity. In most countries, it seems to represent a fairly
substantial proportion of the financing of houses built by persons of some social
standing, but usually does not exceed 10 to 20 per cent of the cost of those
intended for the bulk of the population.

Lastly, the relative importance of this source of finencing is conditioned by
the general policy of the state in respect of house-ownership. Almost all
countries in western Europe encourage house-ownership, admittedly by different

means (tax relief, facilities for additional loans, etc.). This encouragement
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varies in scale according to country, although certain states do not‘extend to
ownership the grants given for building and even seem to discourage it (thg Nether-
lands and, until quite recently, the United Kingdom). ‘

The contribution reqniréd of a person joining a tenants' co-operative, such as
exist in certain countries (particularly Belgium, Italy, Switzerland and Western
Germany), can be likened to that made by a family wishing to own their own home.
Looked at from the angle both of investment in building and of the cost of the
capital involved, the financial process and the consequences are the same. Although,
in the latter case, the occupier who invests part of his savings has no legal title
to the property, he hés a right of occupation and, on leaving, may also recover all
or bart of the money he has invested.

Investment of his own capital by an owner in a building for letting hag long
been one of the main sources of private financing of housing. This source had
dwindled in Europe after the first world war and during the second world war it
practically dried up. The main rcason for this was the general establishmeni of
rent control and the fixing of rents at levels which, despite increases, were
sometimes no longer economic or at all events geve a return on new buildings far
lower than the rates obtainabie elsewhere for investment capital. Even in countries
where rents of new buildings were unconbtrolled, the burden represented by the large
mass of houses with controlled rents kept capital away from the real-estate market.
In recent years, there has been a reaction in those countries whose economies have
retained certain liberal features, and in which progressive increases in - or
complete decontrol of -~ rents have been authorized.

This form of financing exists for buildings constructed without assistance from
the public authorities, but it is also frequently found in the case of private house-~
tuilding for letting which receives such assistance in one form or another (subsidies,
rebates on interest rates, low-interest loans, etc.). In either case, however, it
very rarely covers the total cost, and the balance required is almost always provided
by private or public loans. It has unfortunately been impossible to determine the
volume of this capital in the different_countries, but it has certainly once again
become a by no mesns negligible proportion of the privete capital invested in housing
to~day in western Europe - 2 proportion which is probably quite considerable in
certain countries, such as Switzerland, Belgium and, to a lesser degree, the Federal
Republic of Germany and Austria. It must be pointed out that, with the passage of
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time, it will be increasingly diffiéult to distinguish between such capital and
part of the funds contributed by owner-occupiers, since some of the latter will
want to let their dwellings, on short or long leases.

One particular form of investment of this type is the purchase of shares in
real-estate companies. This seems to meet present-day needs quite well, at any
rate in countries where a system of private capitalism exists, since, with the
“trend towards the splitting-up of private fortunes, urban hdusing in Europe is
tending more and more to take the form of blocks of flats, which require more
capital than in former days. | The purchase of real-estate stock, particularly if
it is quoted on the stock exchanges, gives opportunities for dividing up and
mobilising capital that would not normally be provided by direct investment by an
individual owner in a building of his own. The scope of this form of investment,
however, seems to have been limited, and it would be interesting to ascertain the
reasons for this state of affairs - and, perhaps, to rectify it - for in some
countries at least this method might well be a useful means of attracting a larger
proportion of savings to the construction of dwelling-houses.

This method of private investment to some extent also covers dwellings erected
by industry for workers, either directly or through subsidiary companies. Assis-
tance with workers! housing is provided by industries in many countries and takes
various forms, such as direct building, contributions to the capital of building
companies, loans ete. Wherever it tekes the form, not of a loan, but of direct
building or a contribution from the firm's own resources, the investment technique
is the same as that used by private individuals investing their capital in building
for letting. But the economic objective - the attraction of labour ~ or the
soeial aim - better housing for the workers- means that the firms do not seek a
profit in such operations, or are satisfied with a small return.

This is, therefore, a particularly inexpensive source of capital, and in nearly
all western European countries, governments ere promoting its use both by nation-
alized undertakings and by private emterprise. The scope of this source of
financing is thus increasingly wide, although its extent varies from country to
country. Taking a broader view, however, it must be notéd'that the excessive
development of such a method of financing housing may have the drawback of laying a
by no means negligible additional charge on production, and also that care must be
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taken to avoid setting up in that wey any connexion between the workers' labour contract
and his dwelling.

Direct loans between private individuals are also derived from private saving. |
No country appears to keep records that would allow any accurate evaluation of loans of
this type. In all existing studies this source of finanecing, because of the
impossibility in practice of making any distinction, is generally confused with the
direct capital investments of aqwners in their Qwn buildings. Hence the countries
where they are the most widespread‘are the same.' These loans are of very different
kinds, with widely varying rates of interest, which are often low whan a friend or a
member of the family has to be helped, but which may be exorbitantly high when it is a
metter of getting‘additional finance that the owner has falled to raise with local
credit bodies, Generally speaking, the period of such loans does not exceed fifteen
years, In certain countries, sbecial agencies qr lawyers bring borrowers and lenders
together, which creates a sort of market tending to standardize borrowing procedure and
rates of interest and facilitating the develepment of this method af investing savinga.

Among such direct loans, those granted by industry to employ2es as aid in the
solution of their housing problems ocecupy a special place. This accommodation takes
the form of either a relatively short-term advance of_wages or a lohgétenm loan under
a special contract, with or without guarahtee. In vieﬁ of their social purpose, they
gonerally bear a low rate of interest or sometimes'even no interest at all, In certain
cases, the loan is not granted by the undertakings themselves, but by an external body,
perhaps set up by the undertekings, to which they sﬁpply the funds, while it not anly
concludes the contracts but also collects interest payments and capital repayments. ‘
The development of such loans has naturally been greétest in thpse countries where
industry has invested capitel in the building of dwellings, either to meet its own
requirements or because of a legal obligation to do sa. |

Disregarding short- and medium-term advances granted to facilitate the purchase
of land or given merely for the building period, private housing loans usually run
for five ycars at least, though rarely longer than twenty-five years., In certain
countrises, some of these loans benefit from tax reliefé.or enjoy special advanteges,
which generally take the form of a guarantee by the public authorities for the payment
of interest or repayment of éapital. In the latter case,'the pefiod of the loané
sometimes exceeds twenty-five years. Private loans, moreover, are almest always
accompﬁnied by a first or, less frequently,'élsecond nortgage. -



HOU/Working Paper No.b66/Add.3
page 14

‘TwTﬁéré is gieét'diversity among the institutions granting such loans and their
scope varies widely from country to country. They may be classified, although
perhaps in 6ver¥simplified terms, in the following categories:

- loans granted directly or indirectly by savings banks

- loans by building sccisties

- loans by insurance eompanies

- loans b& banks and building loan societies.
Loans granted directly or indirectly by savings banks remresent a method of financing
found in many countries, in some of which it plays a very important role, and calls
for special attention. Loans granted by savings banks - either directly or
indirectly ~ make use of capital which is payable on demand or at short-term, i.e.
their deposits, for long-term investments usually repayable in fixed yearly amounts
over a period which is frequently twenty-five years and sometimes even longer. i

Such a method raises the problem of the proportion of deposits repayable at‘
sight or at short-term that can be safely used for long-term investment without the
risk of embarrassment to the lending establishment as a result of savings with-
drawals. Similarly, the ratio of building loans granted by the savings banks to. their
over-all investment raisea the question of spreading the investment risk, a well-known .
problem in banking. No doubt savings banks' deposits are usually regarded as -
" having greater stability than ordinary bank accounts, and in most countries the
savings banks do enjoy the benefit of special legislation which, either by saving
clauses, a state guarantee or some other method, enables them to curb excessive with-.
drawals of deposits. Nevertheless, the long experience of most European countries,
which have passed through serious crises, goes to show that a large proportion - in
fact probably more than half - of the savings banks' deposits can be invested in
long-term building loans without giving rise to any particular difficulty. This
form of financing has the obvious advantage of using capital whose rate of interest -
that of the deposits - is practically the same as the short-term rate and is there-
fore lower than that obtainable in the long-term money market.- -

Building loans granted by savings banks are common in most countries; in some,

(1)

they are granted through the intermediary of a central pudblic institution.

(1) These loans should be considered together with those granted in some countries
(e.g. Finland) by the Post Office Savings Bank, a publiec body.
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Generally speaking, they favour certain private contractors, such as the low-rent
building companies, and often receive benefits granted by the public authorities,
depending on the particular method followed in each country.

Loans by building societies ‘are similar to loans by savings banks, of which
they are simply a variant. The principle of the building soclety is as follows:
1f ten persons, saving each year the sum required to enable each one of them at the
end of ten years to build his own house, pool their savings, one among them will be
able to build at the end of the first year, another at the end of the second year,
and 80 on. If the society thus set up accepts new members, the period at the end
of which the last of the original members can draw the capital required for his
housé will be shortened. Experience, incidentally, has shown that certain
precautions are necessary to enable the society to meet its commitments with a
changing number of members and without running into difficulties in the case of
withdrawals.

This type of organization has been in existence in the United Kingdom for a
hundred years and is now widespread. To-dey building societies accept deposits
from persons who have no intention of building and, in fact, they are private savings
benks specializing in housing loans. The prominence they have achieved among
United Kingdom financial institutions is largely due to the fact that in that country
there were hardly any other forms of savings bank;_ The building society has long
been - and still is - one of the main instrumente for the financing of housing in
the United Kingdom. There are building societies in other countries of Europe,
althoﬁgh'ndt of such scope, and with specific differences in their rules for
financlng They are mainly to be found in the Federal Republic of Germany.

. "In all European countries, long-term housing lnans, guaranteed by mortgage,
"ﬁave long played an importent role in the investment of insurance companles' reserves.

| 'The post~war difficulties which acted as a disincentive to investment in real estate

‘ in almost all European countries naturally resulted in a reduction in such invest-~
ments, which, in all those countries that had experienced severe inflation, ‘almost
reached vanishing point. With the gradual restoration of economic stability in
most countries and the development of housing policies there was a reversal of this
trend. Unfortunately, there is net available sufficiently detailed materiaL_Po
enable an a§sessment in every case of the relative importance of such capital in
different countries. This type of investment, however, seems to play an important
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role in a fairly large number of western European countries {Federal Republic of
Germany, Sweden and, to a certain extent, Switzerlend).

One comment is called for. Insurance companies' housing investments may not
always take the form of direct loans to the owner-builder; a more general method
is the purchase of bonds or debentures issued by land banks or building-loan
soclieties. Insurance companies! funds ére thus made available to builders lergely
through the intermediary of another financial establishment.

In mgst countries, the banks themselves, or some of them at least, contribute
to the financing of housing. But here a dlstlnction must be drawn between the
ordinary banks, a propertion of whose investments is made up of building loans, and
those establishments specializing in property loans.

The specialized establishments seem to be by far the most significant. They
exist in most western European countries, under vaerious names (real-estate credit
or mortgage societies, land banks, credit associatioms, ete.). (1) It must be
pointed out here again that institutions whose mpdes of operation are reasonably
comparable may, depending on the country, have a purely private or semi-public
status, or may even be state institutions.(z Some receive specific assistance
from the public authorities or the general étate budget, but there is no relation-
ship between the more or less private - or‘public - status of these institutions
and the extent of such assistance, which depends much more on the general lines of
state housing policy. Generally speaking, the specialized institutions obtain
their fuﬁds from public issues of bonds or debentures; contributions come from other
sources, however, such as public funds and deposits.

In most countries, there are few long~term building loans granted by ordinary
banks. On the other hand, these often play an important part in certain countries -
6.8, Switzerland and the Federal Republic of Germany - in the granting of short- and
medium-term credits for the purchase of land or existing buildings or in advaneing
funds during the building peried. These credits and advances often take the form

of current account.

(1) A brief analysis of their methods of operation in varieus countries has already
been given in chapter V of Methods and Techniques of Financing Housing in
Europe, published in March 1952 (E/ECE/TM/HOU/38) . These metheds do not seem
to have undergone any considerable change since then.

(2) As in the eastern European countries, where the banks have been nationalized.
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Disregarding the intermediery bodies which frequently act as colleotors,
‘private long-term investments in housing may therefore be divided into three groups
according to the actual way in which they are invested by the publie,

(1) Savings which the public itself invests on a long-term basis. To this
category belongs capital investment by the owner himself - plus purchase of stock
in real-estate companies -~ loans between private individuals, purchase of long-term
bonds or debentures issued by finance establishments against housing loans granted
by them. The development of this category of investments is encouraged where the
investor can easily recover the money, sometimes with profit, whenever he needs it.
This possibility depends, according to circumstances, on the ease with which real-
estate transactions can be conducted, on the organization of the real-estate
sécurities market and on the nature of the securities.

(i1) Savings deposited by the public on a short-term basis with bodies which use
such funds, or at least part of them, for long-~term loans. To this category belong
building loans granted by savings banks and buildirg societies, and also loans by
certain banking establishments, partly against depcéit or current accounts.
Experience shows that this class of investment has developed without real risk,
provided that certain precautions are ohserved. '

(1i1) Savings made by the public in the form of annual insurance premiums of all
kinds. To this category belong building investments made by insurance'ccmpanies
out of their reserves. _

The relative importance of these three sources of financing varies with the
country It depends, naturally, on the savings system of the country concerned;
in some, for instance, insurance isvwidely developed; in others less so. It is
-~ influenced, too, by traditicn and outlook; in this respect, certain systems, which
are quite common in some countries and experience has shown to be successful, are
regerded with suspicion elsewhere, and are strictly controlled or. sometimes even
prohibited.

In this field, a more thoroughgoing analysis of the modes of savings»formation,
<nd a closer and more fregquent eichange of experience between the responsible
authorities of the various European countries, would probably enable eertain
éountries tc improve their financing systems, either by closer adjustment to the
mrevailing conditlions or by a simplification of systems which in the course of time

have become cumbersome.
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EASTERN EUROPE

/In the final version of this part of the chapter it is hoped to show a
breakdown of the figures of public investment, and in particular the respective
parts derived from central and local revenue, from industrial enterprises and
from other sources. It is also hoped to show in more detail the reasons for
the relative development of private housing and the methods employed to this
end, apart from the growth of national revenue and of direct state financial
aid, Furthermore, it is also hoped to show data on the growth of working~class
income, distinguishing between urban and rural population. Finally, it is-
hoped to consolidate the statistics shown by countries into a comprehensive
table or tables./

In ea. rn european countries, funds for investment in housing are provided both

from public (mainly state) funds and from the personal savings of workers themselves,
At the same time, state credits are provided in almost all countries to assist in
financing a considerable proportion of the housing built at the workers! own expense.,

The main sources of finance for housing carried out by the public sector are:

(a) state investment,

(b) 4investment by state enterprises; and

(¢} investment by co-operative and public organizations,

The greater part of public investment in housing is determined, and carried out,
in accordance with the state plans for the national economy, which may be prospective
(usually covering a five-year pericd) or annual, with an explanatory breakdown. A
second and lesser part of public investment is carried out over and above the state
investment plans. ’ |

Funds for investment in housing carried out under state plans are provided by
special allocations from the state budgets and budgets of local authorities,
allocations from the planned profits of industrial enterprises and from a number of
other sources, There is no special indication in the revenue side of the budgets of
the sources of capital investment in housing, though a rough idea can be ubtained by
examining the items of budget revenue. The main source of budget revenue in socialist
countries is the income from the national economy. Thus, in 1955, income from the
national economy represented 74,6 per cent of the total budget revenue in Poland and
75.5 per cent in Bulgaria. According to the state budget of the USSR, revenue from
the national economy should constitute 85 per cent of the total budget revenue for

1957, and, according to the Bulgarian budget, 77.3 per cent.
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The main sources of finance for housing carried out over and above the state
investment plans are special funds left at the disposal of industrial enterprises and
designed for improving cultural and recreational conditicns for workers and employees
and for raising outpubt. These funds are made up mainly of allocations from the
planned profits of industrial enterprises and from profits in excess of the planned
amount, and of sums allocated from a number of other scurces. In industrial
enterprises in Bulgaria the allocations amount to 3 to 5 per cent of planned profits and
30 to 50 per cent of profits in excess of the planned amount. A considéerable paxrt of
these funds, spent by directors of the enterprises in agreement with the factory trade-
union committees, is used for building living acccmmodation for the workers and
employees in the enterprise concerned, Up %o 70 per cent of the above-mentioned funds
at the disposal of enterprises may be used for this purpose in the USSR during the
period of 1957 to 1960. In addition, industrial enterprises and economic organizations
in the USSR may in future use up to 30 per cent of total profits in excess of the planned
amount, in addition to the sums paid into the fund of the eunberprise o» director (chief),
for building dwellin-s.

In the USSR, state enterprises and local scviets of workers' deputies use the
following funds fcr housing over and above the stvate investment plans:

(a) profits from the sale of ccnsumer goods manufacture” from the waste

products of ths enterprise in question; which are left at the disposal of
the enterprise and of which up to 50 per cent (up to 7O per cemt in 1957 to
1960) may be spent by the director of the enterprise on building living
accommodation for the workerss

(b) prizes awarded to enterprises which are successful in the all~union socialir®
competiticn, and cther prizes awarded to the enterprise or organization, part
of which (up to 70 per cent in 1957 to 1960) may also be used for financing
housing;

(6) revenue received surplus to estimates in the state budgets of member republics
of the Union, which may be assigned by soviets of ministefs of member republics
for housing over and above the state investment plans;

(@) funds accumulated by local industrial enterprises, part of which may be
assigned by soviets of ministers of member republics and executive committees
of local soviets of workers! deputies for construction over and above the plans

for capital works, including housing construction,
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It should be added that the building of housing by the workers and employees of
industrial enterprises and organizations is a practice which has recently gained ground
in the USSR and received wide support from the state. In this connexion it has been
decided that housing built directly by the labour of workers and employees of enter-
prises and organizations may be financed both by housing allocations under the capital
investment plans and by the resources used for capital construction over and above the
construction provided for iz the cate plans for capitel works.

In the USSR, housing carried out by co~operative and public organizations is
financed from the following sources:

By collective farms - from the non-~distributable funds;

1

from long~term credit funds, sinking
and other funds;

By producers' co-operatives

By consumers'! co-operatives - from the repair and building funds
and other funds;
By house~builders? ~ from contributions of members of the
co~operatives co~operatives and other private funds;

By societies of writers,
architects, composers,
artists and other public
societies and organizations

from the funds belonging to those
organizations.

In other socialist countries there are similar sources for financing housing,
and additional ones as well. In Yugoslavia, special funds have been created to
finance housing, mainly at the level of the local communes. To assist communes not
having sufficient resources in their spcecial funds, central funds have also been
established. At first, the funds were supplied from a compulsory 3 per cent tax on
all revenue under the local and republican budgets, but since 1956 the funds have
been supplied from a compulsory tax amounting to 10 per cent of the wages paid by
economic enterprises and administrative institutions, Enterprises pay their
contributions from profits and institutions from their budgetary resources. A
characteristic feature of this system of financing housing is thmt the resources of
the above-mentioned funds are allocated in the form of long~term loans.

Side by side with the vast state and public housing programme, private and
co-operative housing has been developed on a large scale in socialist countries, such
housing being financed partly from the personal resources of private individuals and
partly by state funds made available to workers on favourable terms in the form of
bank loans. In the last few years in particular, private and co-operative housing
has shown a very clear tendency to develop further in a number of countries (USSR,

Poland, Bulgaria). This tendency has been encouraged by the constant rise in the
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material and cultural level of the working people, and also by special steps which the

socialist states have taken to expand private and co-operative house-building.

The proportion between public and private sources of finance for housing is not
the same in different countries. Table 2, which shows the total living-space made
available for use in the USSR indicates the size of the housing programme undertaken both

at state expense and by private individuals with their own resources.

Isble 2

Living Aecommodation Made Available in the USSR(a)

Living accommodation made available
By state enterprises By private individuals
and organizations in towns at their own
and local soviets of {expense and with the
In workers! deputies assistance of state
Period millions loans
2 In millions|Percentage {In millionsPercentage
of m of p2 |inerease of m2 [ineTease
over the over the
period period
1929 to0 1932 1929 to 1932
First five-ysar period
(1929 to 1932) 38,7 32,6 100,0 6.-1 100.0
Second five~year period
(1933 to 1937) 42,2 37.2 114,11 5.0 82,0
3% years of third five- .
year period 42,0 34 .4 105.5 7.6 124..6
(1938 to 1 July 1941)
1 July 1941 to
1 Jenuary 1946 49.8 41,3 126,7 8.5 139.3
Fourth five-year period
(1946 to 1950) 102.8 T2 .4 222,.1 30.4 498,4
Fifth five~year period | :
(1950 to 1955) 144.2 105,4 323.3 38.8 636.1
Total 419.7 323.3 9€ .4
Proportion (%) 100,0 | T7.0 23.0
(a) TPigures given do not include:

- housing carried out by enterprises and organizations over and above the
capital investment plahs. This amounted to about 10 milliom m2 of living
space built and made available for use during the period 1951 to 1955 alone;

~ housing carried out by collective farmers and the village intelligentsia at
their own expense and with the assistance of state loans. During the period
1951 to 1955 alone, collective farmers and the village intelligentsia
built 2.3 milllion dwellings.
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These figures show that during the five-year periods which have elapsed, state
housing‘in the USSR has been on a very large scele. During the period 1929 to 1955,
the volume of state housing was more than four times greater than the volume of
housing constructed by the urban population at its own expense and with the help of
state credit. Nevertheless, private housing in the towns increased at a quicker
rate than state housing. Thus, while the volume of state housing inecreased by 3.2
times during the fifth five~year period in comparison with the first five-period, the
volume of private housing in towns increased over the same period by 6.4 times, i.e.
twice as mueh as state housing. The increase in housing financed by the workers
themselves with the assistance of state credit was particularly marked dnring the
post-war period.

In the coming years, state- and privetely-financed housing in the USSR will
undergo further extensive development. For this purpose, provision will be made forxr
enormous capital investments under the sixth five-year plan (1956 to 1960). The
amount of state housing investment alone will be roubles 78,000 million greater than
under the fifth five~year plan. At the same time, the steady improvement in the
material welfare of the workers will enable housing financed by the peoplet!s savings to
be considerably developed, The planned volume of housing activity in the USSR during
the years 1956 to 1960 is indicated by Table 3.

Table 3
Planned Volume of Housing Activity in the USSR (1956 to 1960)

Housing in towns and |Housing on state farms
town~type settlements | constructed by state
State housing constructed at the farm workers and the
Yoar (in millions expense of the popula-| rural intelligentsia
of m2) tion and with the with the help of state
help of state credit credit
(in millions of m?) (in thousands of houses)
1956(2) 28 11 700
1957 _ 34 13 750
1958 42 19 800
1959 51 : 29 850
1960 60 41 ' 900
Total ‘ 215 113 4,000
As % of housing
constructed under
the 5th S5~yr plan '
(1950 to 1955) 204 291.2 173.9

(a) The figures for state housing and housing in towns and town-type settlements
constructed at the expense of the population and with the help of state credit
in 1956 have been arrived at by calculating the difference between the
published figures for the total planned housing constructed during 1956 to 1960

and the total volume of construction planned separately for 1957, 1958, 1959
and 1960.
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It is clear that during the period of the sixth five~year plan in the USSR
the amount of state housing will be twice as great and the amount of housing
constructed in towns and town~type settlements at the expemse of the population
and with the help of state credit will be almost three times as great az during
the period of the fifth five-year plan. Nevertheless, the amount of state housing
will be almost twice as much as the amount of private housing in towns and town-type
settlements. Housing on state farms constructed by state farm workers and the rural
intelligentsia will increase during the period of the five-year plan by almost 74 per
cent,

In Bulgaria, perhaps as a result of certain national traditions, the proportion
of private investment (including bank loans) to the total voiume of investment in

housing is relatively high -~ more than 50 per cent, as may be seen from Table 4,

Table 4

Private Investment in Housing in Bulgaria, 1952 to 1985)

State and other public Resources of private
funds individvals, inciuding
Total !

Year investment bank loans

Amcunt Proportion Amount Proportion

(%) (%)

1952 4562,1 222.1 47,8 241.,0 52.2
1953 475,1 217,3 45.7 257.8 54,3
1954 761.9 407.7 53.5 354.2 46.5
1955 845,0 T7 o4 44,7 467 .6 55.3
Total | 2,544,.1 1,223,5 48,1 1,320.6 B51.9

The table shows that during the years in question there was an increasc in investment
both in housing built at the expense of the population and in housing built at the
expense of the state and other public funds. Owing, however, to the fact that inventmen
drewn from the resources of private individuals, including bank loans, increased at a
quicker rate, the ratio of such investment to total investments in housing increased,
except in 1954, and in 1955 amounted to 55,3 per cent. ’

In Poland the proportion of private investment in housing is considerably lower.
According to the estimates for 1955, the proportion of total investment in housing in
Poland represented by investment drawn from state funds, including state credits for

co-operative and private housing, amounted to 75 to 80 per cent, while the proportvion
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represented by investment drawn from the resources of private individuals amounted to
about 20 to 25 per cent. The Polish official statistics give data relating only to
investments in state housing in towns. In 1955, such investment amounted to

zl, 3,901 million.

The following data on rooms built and made available in Poland show that the
volume of private and co-operative housing is tending to rise, both relatively and
absolutely, in comparison with State housing:

| Teble 5
Rooms Built and Made Available in Poland, 1954 to 1954

Rooms made available for use (in thousands)
1954 1955 1956
Total built 209.3 252,.1 239.9
{1, Built in ‘bowns and town-type
settlements 141.2 165.9 155,9
(a) by the state 133,7 147.8 128,3
(b) by co-~operatives 2.0 ‘ 2,9 3,6
(c) private housing with state
help - 2¢5 9.8
(a) private housing without
state help 5.5 12.7 14,2
] 2o Built in the countryside 681 86,2 84,0
(a) by the state 24,7 28,2 21,5
{ (b) by private individuals 43.4 58.0 62,5

The figures also show that state housing in Poland is concenbtrated chiefly in
the towns and town~type settlements while private housing is undertaken cheifly in
the countrysids. In the coming years, it is intended that there shall be a further
large-~scale development of state, co-operavive and private housing in Poland. In
addition to the large amount of housing to be undertaken in towns and town~type
settlements, a considerable increase in housing in the countrysife is expected as well.
T westment in state housing under the five-year plan for 1956 to 19560 will amount to
more than zl. 38,500 million, and to more than 6,700 miilion in 1957 alone, Of the
1.2 million rooms which it is planned to build during the five-year period, 890,000
will be built at the expense of the state and 310,000 from private resources. The
state will suitably assist the further development of co-operative and privete housing

- of the total number of rooms to be built from private resources, 220,000 will be built
with the financial help of the state.
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Table 6 shows the planned relationship between state and private housing in
Czechoslovekia during the period 1956 to 1960,
Table 6

Planned Relationship between State and Private Housing
in Czechoslovakia, 1955 to 1960

(in millions of crowns)

State and State housing Private housing
Year private i

housing Amount Percentage Amount Percentage
1956 5,918,81 3,268,81 55.2 2,650,0 44,8
1957 6,892,63 4,660,63 67,6 2,232,0 32,4
1958 7,087.66 4,855.66 68,5 2,232,0 31,5
1959 7,082,95 5,564.95 78.6 1,618,0 21.4
1960 8,372,.,49 6,676.49 79,7 1,696,0 20.3
Total 35,354,54 25,026 ,54 70.8 10,328.0 29.2

In 1956, the ratio of state investment to the total volume of investment in
housing in Czechoslovakia was 55.2 per cent, as against 44.8 per cent for private
investment. During the period of the five-year plan for 1956 to 1960, the p:oportion
of state investment will increase and in 1960 will amount to 79.7 per cent, while the
There will be a reduction
Thus, while in 1956 private
investment amounted to as much as crowns 2,650 million, the planned figure for 1960 is
1,696 million, At the same time, on the other hand, state investment is to increase
by more than twice, from crowns 3,268.8 million in 1956 to 6,676,5 million in 1960,

Over the same period the total volume of investment in housing in Czechoslovakia is to
increase from crowns 5,918.8 million in 1956 to 8,372,5 million in 1960, or by 41,5
per cent. |

proportion of private investment will drop to 20,3 per cent.

in the absolute volume of private investment as well,

The amount and proportions of_investment from public funds and from the savings
of the workers in Eastern Germany may be seen from Table 7.
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Teble 7
Investment in Housing in Bastern Germany, 1954 to 1956
(in millions of marks) .
A Total From public funds From private resources
Year investment Proportion Proportion
in housing Amount (%) Amount (%)
1954 998,4 765,3 76,7 233.1 23.3
1955 1,049,9 665,2 63.4 384.7 36.6
1956 1,011.3 » 673.7 66,6 337.6 33.4
Total 3,059.6 _ 2,104,2 68,8 955.4 |  31.2

In Romania, the amount of private funds invested in housing is not calculated by
the statistical authoritieé, and consequently it is impossible to determine the total
" volume of investment in housing. Table 8 shows the amount of investment from state
funds during the last two years. '

Table 8
(a)

State Investment in Housing in Romania, 1955 and 1956
(in millions of lei)

State funde used for ) .
Year Total state financing housing State credit for housing
investment '
Amount Percentage Amount Percentage
1955 797.3 653,.9 82,1 143 ,4 17,9
1056(0) | 969.4 780,8 85,9 1273 14.1
Total 1,766.7 1,434.7 ' 270.,7

(a) The private resources supplied by persons to whom housing loans have been
granted are not included. Their amount is approximately equal to 25 per
cent of the amount of the loans granted,

(b) The figures require verification. The figures representing state funds used
for financing and providing crodit for housing do not add up to the amount
shown in the column for total state investment.

~-
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In Yugoslavia during the post-war period, ebout 75 per cent of urban housing
has been financed by publie investment. Rural housing has been financed almost
exclusively from pfivate sources. Table 9 shows that in recent years the volume
end proportion of public investment in housing in Yugoslavia has been increasing,
while the proportion of investment from private sources has been decreasing:

' Table 9

Investment in Housing in Yugoslavia, 1952 to 1955
(in millions of dinars)

Total Public investment Privaete invsstment
investment
Year in housing Amount Pro?%§tion Amount Pro%%ytion
1952 20,634 10,399 50 10,235 50
.1953 32,336 18,496 57 13,840 43
1954 | 58,958 39,864 59 24,094 41
1955 58,490 39,498 68 18,992 32

Though not proportionately uniform throughout the socialist countries, the
contribution of state and other public funds towards the financing of housing is
everywhere extremsly important in carrying out broad housing programmes, At the
same timé, the functions of the socialist state in the matter of improving workers!
housing are not exhausted by the mere assignment of large funds for state housing
activity, The state also has an essential part to play in developing private and
co~operative housing, To a considerable extent, such housing is carried out with the
help of state credit. From the land belonging to the stete the state assigns to
individual builders for an unlimited period the lots they need for housing. In the
USSR, building lots are assigned gratis, and in Bulgaria they mey be assigned gratis
or fod }minimum charge, In addition, state planning institutes and organizations
Prepare plans for standard types of houses and render the builders technical assistance
either withouﬁ charge or for a minimum charge. The state provides the builders with
building materials and helps them with transport, etec. It should be especially
emphasized that neither individual builders nor housing co~operatives incur any expense
in connexion with town-planning and the provision of public services. Responsibility
for road-building and the construction of external water mains, sewage, electricity supplj
gas mains, thermal supply pipes, etc., is borne by the local state authorities or by
industrial enterprises at state expense.
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As has already been pointed out, an important source of finance for private and
co~operative housing in socialist countries is represented by the state housing loans
advanced to workers through the banks. In the following paragraph some ides is given
of the volume of these loans.

In the USSR during the period 1946 to 1956 loans advanced to workers by the
Communal Banks and the Agricultural Bank amounted to aboutb roubles 16,000 million,
while the planned figure for housing loans in 1957 alone is 2,800 million, In the
Ukrainian SSR alone, loans to the value of roubles 341 million were advanced to
individual house-builders in 1956 by the Communal Banks and branches of the Agricultural
Bank of the Ukrainian SSR. During the period 1951 to 1955, loans to the value of
roubles 605 million were advanced by the Communal Banks system of the Ukrainlen SSR,
while loans to the value of 700 million were advanced by the Agricultural Bank for
private housing in rural areas. Under the 1956 to 1960 plan, loans through the
Communal Bank system will increase by 150 per cent, and through the Agricultural Bank
by about 50 to 70 per cent, In the Byelorussian SSR during the period 1946 to 1956,
loans to the value of roubies 882 million were advanced through the Communal Bank and
the Agricultural Bank for the building of individuél houses in towns, workers!
settlements and rural areas.

In Bulgaria in 1955 and 1956 the Bulgarian Investment Bank issuéd'loans fof
comoperative and private house-building amounting to levs 182 million while the
planned figure for 1957 is 200 million, that is, considerably more than the combined
fggure for the last two years,

X In Romenia, loans to the value of 270,7 million lei were advanced during 1955
an§ 1956.

e
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FINANCING OF HOQUSING IN EURCPE

CHAPTER V: Summary of Conclusions

‘.The purpose of this Chapter is to set down for discussion at the Committee tha
most important conclusions emerging from the analysis in the preceding chapters.
In order to facilitate the discussion the conclusions are given in an order
corresponding to the chapters in which the relevant analysis is contained, It
should be noted that the concluding chapter in the final version of this report 1s
likely to be in a considerably -different form., At present the intention is
primarily to focus attention on what seem to be the main conclusions which arise,
.in order to facilitate the Committee'!s task in arriving at its own conclusions,
Chapter I: Economic and financial problems of housing

The gapital cost of a modern dwelling in Europe is declining in terms of

average incomes, to a limited extent in recent years owing to some reduction in
real housebuilding costs and mainly owing to a growth of real incomes., If present
trends continue there is a likelihood of a significant improvement, in the
foreseeable future, in the cost of a dwelling in terms of ineome, Probably the
most: practical effect of this improvement would be to bring owner-occupations within
the means of income clasgses who can now afford only heavily subsidized rented
accommodation., Another aspect is that where public financial ald is given on the
bagis of costs and incomes at a particular time, the need for continuing public
financial aid at the level originally given is reduced. It i1s suggested that the
following two practical developments in housing policy are desirable:

(i) to intensify efforts to increase owner-occupation;
(i1) to ensure that public financial aid is not continued permanently on
a basis related to incomes and costs at the time the dwelling is built.
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Public authorities in all European. countries supply capital for housing,
usually in the form of lomg-term credit. The purpose of these public funds in
westorn Europe is to supply capital which would not otherwise be available for
housing owing to institutional deficiencies, a shortage of funds in the credit
market or to give better terms than are available in the eredit market. In eastern
European countrics the absence of private credit markets requires public authorities
to £ind the capital for housing not provided by individuals. In both esastern and
wostorn European countries provision of rented accommodation with the aid of
public funds may tend, in countries with a high per capita income, to reduce the
incentive and opportunity for personal savings associated with owner-occupation.
Where there is a general inflationary situation which in the short run may be used
to finance the housing programme, the longer term consequences are unlikely to be
advantageous to its malntenance, since the necessary corrective measures which are
sooner or later likely to be introduced will tend to bear heavily on housing as a
sector relatively easy to cut down. The counterpart of this is that in an
inflationary situation support for owner-occupation of houses of a reasonable size
dependent on small savers can be a direct anti-inflationary measure, On the whole,
it would appear desirable to reduce the dependence of housing on public funds where
this can be done without sacrificing social objectives or reducing output, The
means whereby greater participation for private capitel may be achieved are set out
below in the conclusions that emerge from Chapter III.

Even in the most industrially advanced countries in Buropse public finaneial
aid is mooessary to bring the annual costs of a dwelling within the means of the
majority of the population. One of the principal dterminants of the amount of
this aid is the level at which prewar rents are controlled. In western European
countries the réising of prewar rents to more realistic levels 1is essential for the
following reasons: |

(1) to ensure that the burden of public financial ald for new dwellings

bears a reasonable relationship to current level of costs and incomes;

(11) to ensure equity as between tenants;

(1i1) to ensure a reasonable return om capital invested in housing,

particularly to attract new private investment;
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(iv) to improve the maintenance of existing dwellings;

(v) to increase the incentlve %o owner-occupation; and

(vi) to eliminate demand for new dwellings arising from the mal-distribution

of rent-controlled accommodation.

Some form of rent control appears essential 80 long as there are still housing
shortages judged by the criterion of social need but this should not prevent an
{ncrease in rents which is judged to be reasoneble having regard to current earnings.

In eastern European countries the following grounds exist for increasing the
current level of rents:

(1) the fact that rents are at e nominal level greatly inereases the

financial burden of providing new dwellings;

(11) maintenance of dwellings would be facilitated by a higher yleld from

rents;
(i1i) the nominal level of rents is a deterrent to ownep~occupation.

Housing is so great a consumer of capital that investment in housing must be
carefully related to other jnvestment demands., Given the size of its claim on
jnvestment resources and its social characteristioc, it is very sensitive to changes
in general economic ciroumstances, particularly when dependent on a large volume
of public funds, With the exception of the southern Buropean countries and France,
in all of which purely econmomic considerations have predominated, the level of house con
construction in western Europe has, under the influence of progressive social polieies,
expanded to a level which, with exceptlons here and there and provided present levels
are maintained, is not unsatisfactory in relation to minimum needs. The general
economic situation in western 'Europe 18 not at present condueive to a further
expansion of housing output, particularly in those sountries where output is
already relatively high. This is for two main reasons: inflationary pressure has
developed in many countries as a corollary of economic growth, and savings have
tended to fall short of investment needs as the volume of investment has continued

to mount. (1)

(1) The volume of gross fixed investment in western Europe rose by an average of
10 per cent each year between 1953 and 1956 (see Bighth Report of the OEEC,
Vol.l, Paris, April 1957).
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Whether or not these conditions in their present acute form continue for a
long period, it is desirable that housing policy should be reviewed in the light of
the probability that such conditions are likely to persist. In such an coonomic
elimate it would seem.thét the maintenance of adequate housing programues in
western Europe can be assured only if the following principles are observed in the
financing of housing:

(i) Subject to observance of suitable social prioritieé, all forms of
investment in housing from personal savings should be actively
encouraged; '

{i1) down payments, annual charges and rents should be at realistic levels
having regard to current costs and incomes;

(11i) housing cannot be regarded as a social service to be provided at a
cost to the occupier which is purely nominal having regard to his
income;

(iv) public aid should not be given to houses of a standard and size such
that they are likely to be occupied by classes of the community not
gtrictly in need of assistance.

In eastern European countries investment in housing, except in the USSR, has
tended 1n the past to obtain a much lower priority than in the majority of western
Buropean countries, Following the progress made in establishing an industrial
base in these countries, conditions exist for the expansion of housing in the future.
All eastern European countries have formhlated plans for a significént éxpansion
of housing over the next few years, It would appear that in the financing of
such expansion, the following principles should be observed: | '

(i) Available public funds would provide a greater housing output if it

were feasible to raise current rents from present nominal levels.

(ii) The encouragement of greater participation by private savings and of
self help, particularly in .those countries where the great bulk of the
housing programme is still publicly financed,

Chapter IT: Investment in housing '

Westcrn Europe: Some idea of the extent to which housing will demand capital over

the next few years can be gauged from the following figures. In western Europe
as a whole, to keep pace with the population increase, to replace dwellings falling
out of use and to carry out major conservation work on existing dwellings, would
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require an output, for some years to come, of from four to five dwellings pexr
thousand inhabitants., This would require a total investment in housing of about
3,2 per cent of gross national product. This investment, however; would only
maintain the existing housing situation. If, as a general hypothesis, it can be
assumed that consumption of housing will incerease proportionately to consumption
in general, an estimate of the probable investient required‘to improve the housing
situation can be made. Recent estimates suggest that per capita consumption in
western Burope is likely to increase by some 2,8 per cent a year on the basis of
1955 up to 1960, If, on the basis of the hypothesis being made here, housing
consumption is to keep pace with this general increase in consumption, botween 2,5
and 3 per cent of the gross national product would be required‘ On thié assumption,
therefore, it would appear that an annual investment of about 6 per ceﬂt of the
gross national product in western Europe would be required during the next few
yoars to meet currently increasing needs and the assumed increase in housing
consumption. In faet housing investment in western Europe in 1955 was equivalent
t0 about 4,5 per cent of gross national product. Investment in housing is,
therefore, well above the level of investment required to meet current needs but
is below that required for housing consumption to increase at the same rate as
general consumption,

In assessing the relatiﬁe position of housing in individual countries, it is
ugeful to group the countries according to whether the general investment rate,
i.,e. the proportion of the gross national product devoted to gross fixed investment,
is high or low, To the group of countries where the general investment rate is
low belong Belgium, Denmark, France, Greece, Ireland and Portugal. In these
countries investment is'in the neighbourhood of 15 per cent of'gross national
product and sometimes less, éompared with an average rate in the vieinlty of 20 per
cent for western Europe as a whole.: In this group of countries, since the general
investment rate is low, competition between directly productive investment and the
more social type of investment represented by housing is likely to be intensified
over the next few years, This is particularly so as, except in Denmark and Ireland,
housing already forms a rather high proportion of gross fixed investment in‘these
countries, In Demmark and Ireland housing forms a lower proportion of gross fixed
investment not only because housing costs are low in both countries but also becauss
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the housing situation in these countries is better than the average., Also,
economic growth has been slow in both eountries in recent years, which emphasizes
the need for expansion of directly productive investmeht; The general indiocations
are, btherefore, that housing output will not expand furthex for some years in the
countries in this group, except in France where, however, only a rather small
expansion may be expected. The housing situation is particularly poor in Greece
and Portugal, two countries where it has not yet proved possible to develop a
comprehensive programme to rehouse the lower-income families., In Denmark and Ireland
the pressure to expand housing output on social grounds has slackened. In France,
however, there is both an urgent need and demand to expand output, but economic
considerations 1imit expansion; some improvement in the social distribution of the
eurrent output appears, however, to be desirable,

The United Kingdom falls into an intermediate group between countries with a
low, and countries with a high, general lnvestment rate. In this country also
pressyre to expand housing on social grounds has slackened in the last two to three
years.

The second group of countries where the general investment rate is high -
rénging from 20 to 29 per cent of grossbnational product - comprises Austria, the
Federal Republie of Germany, Finland, Italy, the Netherlands, Norway, Sweden and
Switzerland. Except in Austria, the Netherlands and Norway, housing in these
countries forms a high proportion of gross fixed investment. The prospect of a
~ further expansion of housing in the latter countries is therefore small, with the
. exception of Italy, where special considerations apply. In Finland, Sweden and
Switzerland, output is below demand, bub infiationary pressure provents any further
expansion for the present. In the Federal Républic of Germany, the current high
output is regarded as satisfactory, no further expansion is onvisaged, and
maintenanee of the present output seems likely. In Italy the relatively high
investment in housing as a proportion of gross fixed investment is not so much due
to a high output per thousand inhabitants as to the fact that the dwellings erected
are costly. The bulk of the dwellings are beyond the means of lower-income
familles., They are financed to an extent gréater than in most western European
countries from personal resources and this suggests that some further expansion in
output is feasible as housing investment places less strain on public budgets than
in other countries and is less inflationary. Housing demand remains acute. The
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fact that in Austria, the Netherlands and Norway housing forms a relatively low
proportion of gross fixed investment suggests the possibility of an_éxpénsicn in

those countries and this would appear to be desirable in view of tﬁe housiﬁg’situation
in these three cbuntries. In the Netherlands an exapnsion of housing to a level

30 per cent higher than the 1955 level is envisaged over the next few years by
reducing investment in other directions. In Austria the shortage of long~term

eredit necessitating the raising by taxation of publie loans for houéing effectively
limits expansion of housing, In Norway, a poliey of favouring directly productive
investment and'avbiding the raising of public credit for housing which is not based
on genuine savings has caused housing output to contract. No plans appears to

have been made o oexpand housing in the near future. |

Eagtorn Burope: With the exception of the USSR, investment in housing in eastern
European countries has been at a lower level, judged by any eriterion, than in the
majority of western Europesan ecountries. This is due primarily to the heavy
concentration of investment in eastern Europe on industrialization. The urbanization
associated with this industrialiiation has also required heavy investment in
community facilities, such as schools, hospitals and similar public buildings; this,
in turn, has reduced investment in housing. The bulk of the public investment in
housing has been concentrated in the urban areas where need has been greatest,

Rural housing has mainly depended on private funds and self help.

In esastern Burope the output requiroed to maintain the existing housing situation
is higher than the corresponding output of 3.65 dwellings per thousand inhabitants
estimated to be required‘in western EBurope, Internal migration is much heavier in
eastern than in western Europe owihg to the development of industrialization;
replacement of oxisting dwellings is probably the same or somewhat less; while
natural growth is very much higher in esastern Eurbpean countries, the differonce
between east and west in the marriage-rate is not very great; the large rural
population in eastern Europe offsets the tendency fa large urban households to split
up., Housing requirements to improve quantitative or qualitative shortcomings in
the existing stock are very extensive but no estimate of these requirements is
feasible, Except in the USSR, housing output in recent years has been inadequate to
meet even current requirements, Between 1951 and 1955 output in eastern Europe,
excluding the USSR, is estimated to have been on average 2,7 dwellings per thousand
inhabitants. In the same period output in the USSR was 6.7 dwellings per thousand
inhabitants, which appears to cover current requirements and to meke some contri-
bution to the shortage of housing which has accumulated over many yearse.
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In Ozechoslovakia also, current output seems to be sufficlent to exceed - current
requirements, , .
The high general investment rate in eastern Europe and the relatively low
proportion formed by housing indicates the existenee, in general, of financial and
labour resources to permit an expansion of housing provided the supply of materials
is adequats. .'Such an expansion is in fact envisaged in all the sastern Buropean
countries during the period 1957 to 1960. The increases in housing investment
rénge from 66 to 114 per cent over the preceding five-year period. Housing
investment is already increasing more rapidly than investment in the national economy
as a whole in eastern European countries. In addition, in a number of countries,
while housing investment is increasing, the share of gross fixed investment in
the national increase is tending to decline, Success in achieving the planned
expansion appears to depend on the following factors:
(1) That sufficient materials are available. The use of local materials
which do not require industrial processing appears to be envisaged
on a considerable scale. '
(ii) Participaticn of private funds and private labour must be increased
and in this connexion it must be noted that the maintenance of the present
low level of rents tends to discourage owner-occupation. i
(iii) Expansion of public loans on favourable terms %o private builders.
(iv) Reduction in the cost to public funds of publicly provided dwellings
which in turn requires greater yield from rents.
(v) That the dwellings erected be of a minimum type. It appears to
be the policy that only small and medium size dwellings be constructed.
For example, the average size of dwellings in Poland has been fixed at
2.6 rooms, and in the USSR dwellings to be built in the course of the
next few years will contain, on the average, slightly more than three

rooms,
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- Chapter ILI: Sources of capital for housing and the financial institutions concerned

. Western Europe: Public funds account for approximately one-third or less of total

capital expenditure on housing in the Federal Repﬁblic of‘Germany, Finlend, Greece,
Italy, Portugel, Sweden, Switzerland and Turkey. Austria probably also belongs to
’this catego;y. In the remaining western European countries, viz: Belglum, Denmark,
Ireland the Netherlands Norway, Spain ‘and the United Kingdom, publlc funds amount

to 40 per cent or more of total capital investment in housing., In the group of
countries where the public share of housing capital investment 1s low, two basic
differences may be distinguished between .the countries. In the Federal Republiec

of Germany, Sweden and Switzerland, the low proportion of public funds is mainly
‘attributable to the faect that in these countries there is a relatively good capital
market or capital at least freely available to supply the necessary long-term credit.
The resources of the capital market, however, are limited in Finland, Italy, Greece,
Portugal and Turkey, and in the absence of public funds, housing is financed mainly
by a high personal investment. There are certain differences also between the
countries where the public share of housing capital investment is high. The fact
that the credit market in Belgium is dominated by the semi-public General Savings

and Pension Bank accounts for the apparent high proportion‘of public funds in Belgiumi
In the Netherlands and the United Kingdom, the high share of public funds is accounted
for by the large programmes of publicly-owned housing in those countries. In Ireland
and in Spain, the shortage of capital funds in the market is the primary reason fer
the high proportion of public funds used for housing. In Irelend, this tendency is
accentuated by the fact that there is a large programme of publicly owned rented
dwellings and that down peyments on cwner-occupied dwellings are emong the smallest

in Burope. 1In Norway, the existence of special public housing banks accounts for
the high proportion of public funds, The fact that this proportion, which emounted
to 58 per cent in 1955, is not higher is because one quarter of total output is builb
without publié loans and because down payments are among the highest in western Europe.
The relatively high public share of housing investment in Denmark is partly because
the capital market is organized only to give first and second mortgeges, and partly
because originally subsidies were given through a low raté of interest on the public
loans. The share of the public funds in Denmark terids to be inereased, also, by the
fact that the amount of rented accommodation is relatively high, over 40 per cent of
‘total output in urban areas in recent yeers, which tends to reduce the share of
housing investment coming from down payments on owner-occupied dwellings. Housing

policy is directed to increasing owner-occupation.
Table 1 summarizes the information available at present covering the sources of

the public capital funds provided in 1955 for nousing in tuose countries where such

funds were more than a negligible proportion of total housing investment iﬁ.that yeare
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' Table 1
Sources of Public Capital Funds for Housing, 1955
"Borrowing [ Semi~ |
by public| General | Specisl | public
Country authori-| revenue taxes |[institu~ Remarks
tiesg : tions
As_percentage of total public funds

Austris - x x - | No precise information available.

Belgium - 29 - 80 The semi-public institution is the
Caisse Générale d'Epargne et de
Retraite

Denmark 100 - - -

Finland ox - - X No precise information available.
The Post Office Savings Bank
provides portion of the public funds.

Irelend 80 20 - - Capital grants are financed out of
state revenue., Public loans are

. financed out of state borrowings.

Italy - X x x No precise information.

Ni:igz- 80 20 - - Capitel grants are financed out of
state revenue. Public loans are
financed out of local authority
borrowings.

Norway 78 22 - - Capital repayable grants are
financed out of state and local
authority revenue. Housing banks
loans are financed out of state

) borrowings.

Bpain 100 - - - The public suthorities eare the
National Institute for Housing and

: the Credit Institute for National
Reconstruction.

Sweden X x - - No precise information available.
United - - Capital for local authority housing
Kingdom is provided from the state budget

and from the capltel market.

Wgstern x x - - No precise information available

ermany

x : Indicates sources where figures are not known.

The bulk of the public funds comes from borrowings by publie authorities whether central
or local. In most cases these borrowings are specially for housing and are not the result
of general public loan issues, Specific borrowing for housing affords greater assurance
bf the necessary capital for housing than where the cepital for housing has to depend on the

results of a loan issue for general capital needs. Specific housing loan or bond issues may
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also ensurc a greater response frqm‘the general‘public because of their concern for
better housing, Goeneral state and local authority revenue appears to be the next

most Importent source of capital for housing but to a much lemser degree than borrowings.
Special taxes are of importance only in fustria and Italy, two countries where supplies
of long-term credit is limited., 1In Belgium, a semi-public savings institution provides
the bulk of the public funds while post-office savings banks provide some portion of

the public housing capital in Pinland and Italy.

‘ The capital for housing which does not come from public funds may be divided into
capifal originating from personal sources and capital originating from the priveate
credit‘institutions. Table 2 sumarizos the information available at present concerning
the soﬁrces of the non-~public cepital invested in housing in 1955. The personal
capital wbuld include down payments by owner-occupicrs end investment in rented dwellings
by individuals and companics. |

Table 2
Sources of Private Capitael Funds for Housing, 1955

: ) I "Capital from
| Public | Per,sonal i private credit Remerks
Country capital | capital | institutions

As percentage of total investment

:

Belgium 43 E 57 : - The public capital includes
34 per cent of total invest-
ment provided by the Celsse
Générale d'Epargne et de
Retreaite.

Denmark 45 15 © 40

Greece 5 35 60

Ireland 78 5 to 10 15 to 20

Italy 13 52 35

Netherlands 58 17 25

Norway 58 25 27

Sweden 36 10 54

Switzerland 2 30 68

Western

Germeny 27 33 40

The countries where personal capital is most importent are Belgium, the Federal
Republic of Germeny, Itaely, Greece and Switzerlend. In Belgium, the fact that aboub
throe—-quarters of total output 1s for owner-occupation is the most important factor

pausing a high investment from personal rogources. In addition, approximately
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one-=quarter of the dwellings belng erected do not qualify for public financial aid
because they are too costly and are being financed mainly out of peréonal TEeSoUrees,
In Greece and Italy, the high proportion of personal capital is due to the fact that
mueh of the output in these countries 1s of an expensive type requiring a high personal
investment. In Switzerland and the Federal Republic of Germany the high personal
tnvestment seems to be‘mainly due to the provision of a high proportion of rented
dwellings by private investors. Personal capital is probably a high?§r0portion of
total investment in Austria and the United Kingdom to0 but precise information is
lacking, The countries where personsl capital is of lesser importance comprise
Norway, the Netherlends, Denmark, Sweden and Ireland in descending order of the
importance of personal capital, The proportion is relatively high in Norway owing
to the fact that the bulk of the output is for owner-occupation. The proportion is
lower in Denmark and Sweden than in Norwey primarily because rented dwellings comprise
from 35 to 50 per cont respectively of total output in the former countries. In -
addition, loan capitel is obtainable up to a higher proportion of cost in Denmark

and Sweden, The low proportion of personal capital in the Netherlends and Ireland
is'due to the fact that in both countries approximately 50 per cent of the output is
publicly financed rented dwellings and down payments on owner-occupied dwellings are
particularly lcw;

Owner occupation is an important means of drawing on savings, particularly small
savings, and even of encouraging their growth. It is particularly important in rural
areas where a contribution in kind, particularly in labour towards the 6apital cost
is often made, Housing policy should actually encourage owner-occupation having regard,
however, to the ability of the bulk of the population to afford owner occupation.
Tenants co-operatives, where the down payment is refunded on leaving the dwelling,
provide a useful adjunct to publicly owned rented acecommodation.

Rent control is the main cause of the deeline of private inveétment in rented
dwellings. With the rolaxation on rent control there has been a reappearanée of
this type of investment in a number of countries. The purchase of shares in real-
estate companies providing rented dwellings is a method of private investment in
rented dwellings which meets present-day needs very well since with the trend towards
the splitting up of private fortunes, urban housing is tending more and more to take
the form of blocks of flats which require more capital than in former desys. The amount
of this type of investment is, however, limited and there would appear to be seope for
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measures to develop 1t., The provision of workers! housing by industrial concerns
is of growling importence and this type of housing provides capital for housing in
a particularly inexpensive form. There would appear to be scope for encoureging more
such housing provided the additional change on production is not considered excessive
and that there is no connexion between the worker's labour contract and his dwelling.
There are no records of the extent of loans between individuals for housing.
In certain countries, however, special agencies or lawyers bring borrowers and lenders
together, which creates a sort of market tending to standardize borrowing procedure
and rates of interest and facilitating the development of this method of investing
savings, Consideration might be given to the possibilities of creating similar
agencias in countries where loans between individuals are likely to be of importance.
Egpployers often grent loans to employees particularly in those countries where the
provision of housing by industrial careers is considerable, either in order to attract
labour or because of a legal obligation to do so. In some countries, an external
body has been set up by the employers to deal with these loans.

Experience has shown that savings banks can safely lend a large proportion = in
faot probably more than half - of their deposits in long-~term housing loans, This
form of financing has the advantage of using capital whose rate of interest - that
of the deposits - is practically the same as the short-term rate and is, therefore,
lower than that obtainsble in the long-term.money market, In some countries, the
savings banks are public or semi-public institutions e.g. post office savings banks,

Building societies, originally of a co-operative nature, now tend to be a variant
of savings banks, They are most common in those countries where normal savings banks
do not exist. . |

Investment in mortgage loans by insurance companies, long an important source of
housing cepitel, was reduced in the early post-war period particularly in countries
where inflation was heaviest. With the return of economic stability thése investments
have tended to increase. Insurance companies do not always loen directly to owner-
builders; a more general method is the purchase of bonds or debentures by land banks
or bullding loan societies.

In most western European countries there are apecialized institutions for the
provision of property loans e.g. real-estate oeredit or mortgege societies, land banks,
credit associabions ete. Some of these institutions mey be public or semi~public,
Genereally, these ingtitutions obtain their funds by public issues of bonds or debentures
but may also obtain these from other sources such as public funds and deposits,
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Ordinary banks in most countries do not grant long-term building loans. In certain
countries, however, they plaey an important role in granting short or medium term
credits often on current account.
Eastern Europe: Teble 3 summerizes the available information as to the relative
importance of public and private capital in housing investment in eastern European
countries,

| Table 3

Sources of Housing Capital in 1955

Public Funds | Private Funds

Country As percentage of total invesgtment
Bulgaria 44 55
Czechoslovakia 55 49
Bastern Germany 69 31
Hungary oo ve
Poland 75 25
Romania ] 0
USSR o0 o9
Yugoslavia 68 32

As is stated in Chepter III (HOU/Working Papor No.66/Add,3), the necessery
information is being sought to complete this table and to explain the differences
between the countries in the rolative importance of the public and private investment
in housing. The principal underlying reasons for the differences would appear to
be the reletive degrce to which industrialization has doveloped in recent years in
cach country. Where the growth of urbanization associsted with industrialization has
been particularly marked, public funds tend o form a higher share of total housing
investment since public funds are mainly invested in urban housing.

The groater part of public investment in housing is planned oither on en annual
or five-yeer basis., A losser part is carried out over and above the state investment
plans. Planned public investmont is financed out of central and local budgets,
planned profits of industries and from e number of lesser sources. The public budgets
are usuelly financed as to throe-quarters or more out of revenue., The unplanned
public investment is fimanced out of special funds left at the disposal of industrial
enterprises to improve cultural and recreational conditions of those employed eand to
raise output. These funds come from levies on planned and excess profits and from
other sources. A considerable part - up to 70 per cent in the USSR ~ of these funds



HOU/Working Paper No.66/Add .5
page 15

mey be used for housing. In the USSR up to 30 per cent of profits 1in excess of the
plenned amount may be used for housing in addition to the sum paid with the special
fund. Other sources of funds for housing in the USSR are profits from the sale of
consumer goods manufactured from the waste products of enterprises, prizes won by
enterprises, excess revenue in republic budgets and accumuleted funds of industrial
enterprises. In the USSR building by the direct labour of workers and employses

is being increasingly finsnced under the public housing programme.,

Housing by co-operative and public organizations is financed out of the funds
of these bodies supplemented by private funds.

In Yugoslavia, central funds fed by a speclal tax equivaelent to 10 per cent of
the wages paid by enterprises and institutions supply the bulk of the capital for
housing, This tax is paid out of profits by the enterprises and out of budgets by
the institutions,

It is hoped to obtain further information to show the relative importance of the
various sources of public funds end, in addition, to analyse the reassons for any
differences as between countries in the relative importance of the sources.

Private funds invested in housing in eastern Europe come entirely from personal
resources since there is no private credit market. Rural housing is mainly financed
by private funds. |

In addition to private funds state credit to private and co~operative housing is
a significent factor in eastern Europe, In the USSR during the period 1946 to 1956,
public loans to private builders amounted to about 16,000 million roubles; in 1957
about 2,800 million roubles will be advanced. In Bulgaria, public loans amounted
to 182 million levs in 1955 and 1956, in 1957 it will be 200 million levs, In
Romenia, the value of public loans was 271 million lei in 1955/1956, As well as
public eredits, state aid to private housing includes provision of sites gratis or
at nominal prices and the provision of plens, technical assistance, building materials
and trensports No cost is incurred by private builders for roads and public services.
Chapter IV: Public financial aid

Public financial aid to housing can be either direet or indirect aid. Direct aid
involves payments out of public funds; these payments may either cause a loss to
public funds or may not. Indirect aid normally does notﬂrequire a direct peyment
from public funds e.g. tax concessions,
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The proportion of output aided veries considerably as between countries, This
is due to such factors as shortage of public funds,varying qualifications for aid,
and ability to build without aid,

Among western Buropean countries, direct public financial aid tends to be
given in either of three broad ways. It may be restricted to a particular narrow
gection of the population, special provision may be made for lower-income classes
but with some aild for all classes or a general form of ald may be availeble for all
with limited provision for certain classes. The first two methods of distributing
direect aid tend to make a clear distinction between lower-income and other income
groups. They are thus designed to ensure that the special needs of the lower-income
clagses sre met., It is usual to have public or semi-public bodies charged with the
provision of dwellings for these classes., These dwellings tend to be rented
dwellings while direct aid to the other income classes tends to encourage owner-
occupation, The third method of distributing ald does not distinguish sharply
between income groups. It will be successful in meeting the need of lower~income
groups only where the general income range is not wide and where all classes are
prepared to underteke owner-occupation. The latter method of distribution is also
associated with the principle of avoiding segregated one-class housing estates
which tend to be a produect of the other two methods. It is doubtful if non~
segregated housing estates are in practice as successful in lowering social barriers
as would appear in theory but, if practicable, such estates would be preferable to
segregated estates, They are not always practicable, however, particularly where a
big slum-clearance problem exists which requires priority of energies and finance.
One-class housing estates also tend with time to a more varled cless structure.

In eastern European couptries, public housing is provided at a nominal rent
level apparently for all classes but there is an importent sector of private owner-
occupation housing in all these countries. The latter housing usually receives
direect public aid by means of low-interest loans., The nominel rent level im' the
rented dwellings increases the burden of housing on public budgets and reducesxthe
incentive to owner-ogcupation, There is some evidence of a growing belief thaf\;ents
should be reised to more economic levels to reduce the burden of housing on publiC;
budgets, to improve maintenance, to.reduce costs and to provide a greater incentive\‘

to private owner-occupation housing.
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In western European countries, just over 40 per cent of total housing output
or 10 per cent of directly aided output is provided by public bodies or non=-profit
associations; in general this type of housing is within the mesns of lower-income
femilies. ‘ '

In eastern Europesn countries, public housing represents sbout 45 per cent of
totel output and 85 per cent of directly sided output.,

Housing for lower-income femilies in western Europe tends to be provided by
public or semi-public bodies since the private provider of rented accommodation
exists only in a few countrles. The output of public end semi-public bodies in
western Europe is often controlled by policy decisions in regard to the distribution
of public capitel for housing., Such decisions appear to be necessary to ensurs
that a social direction is given to housing output., These allocations should be
- ennounced well in advance in order to facilitate planning and continuity of . cutput.,

A successful social distribution of output will usually require, however, organization
of the demand for housing by means of public or semi-public bodies,

Indirect aid consists mainly of tax concessions and mortgege insurance or
guarantees, There are two kinds of tax concessions. The first is a tex concession
to the owner of a dwelling, the object being to reduce the annual costs of the dwelling.
The second is a tax concession in respect of capltal invested in housing, the object
being to increase the supply of capital for housing., The most important example of
the first is the whole or part remission of property tax, usually for a limited number
of years. These concessions reduce annusl costs substantially in some countries end
would appear to have important effects in stimulating tho orostion. of new dwellings,
These concessions, however, are objectionable from some stendpoints. The relief is
rarely permenent end usually results in a sudden inerease in annual costs without
regard to the payert!s economic circumstances. A progressive deerease in the
concession would be preferable tc complete cessation., A property tax is not usually
e progressive tax snd it would seem preferable, therefore, that the full tax should be
levied and redistributed in accordance with economic need., Also, occupiers of older
dwellings often have to pay a higher property tax by reason of the concessions granted
to those in new dwellings. Thus a non-progressive tax is used to redistribute incomes
in a non-progressive way. The differential given to new dwellings by these concessions
mey adversely affect the market in old dwellings.
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Income” tax relief is granted in some countries on interest peyments in respect
of mortgages. This benefit does not aid those most in need of relief., It '
encourages owner-occupation, however, and would not appear to be inequitable provided
rented accommodation is being made available for those who cannot afford owner-
occupation, ' -

Relief from the burden of fees; taxes duties etc, associated with house-
construction and ownership is an important aid to expanding housing output and
reducing the costs of ownership,. It would seem that further efforts might be made
to reduce-end simplify imposts of this nature. Efforts might also be made to '
negotiate favourable fees for professional services in connexion with housing,
particularly social housing.

A number of countries gilve important income or profits tax concessions in respect
of ¢ apital invested in housing. In the Federal Republic of Germeny, these tax
concessions have attracted considerable amounts of capital to housing; approximately
half the housing output in recent years has benefited from these concessions, no

. direct public financial aid being given to such housing. Adoption of similer tex

_ concesslons in other countries must have regard to the effects on the provisions of
capital for other purposes and on the structure of the tax system. In the Federal
Republic of Germany, the concessions to housing capital have increased the ¢ost of
capitel to industry; it should also be noted that in this country income tax is less
progressive than in some others.,

A mortgage insurance or guarantee has two objects, viz, to enable loan capital
to be provided on better terms end to encoursge investment in housing by improving
the security of such investment. In the United States, mortgage insurance or guarantoe
has been successful in improving the attractiveness of housing as an investment. There
is some evidence, however, that it has not been so successful in improving the terms
of loan capital so as to increase owner occupation among lower-income femilies.
Mortgage insurance in Europe has been-less successful in attracting new capital to
housing since the major problem in Europe tends to be'a general shortage of savings.
It also appears nct to have been markedly successful in bringing the terms of loan
capital within the means of lower-income families, In Norway, it is ¢onsidered that
finaneing through the public housing béhks;is‘less likely to lead to fluctuations in
house-building than financing through market institutions with the aid of mortgage

insurance.,
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In eastern European countries, the publicly provided housing renges from two-
thirde of output in Poland to one-fifth in Romania. Typically the rents are wiform,
being based on a fixed sum per square metre of usable floor space. They are nonminal
rents which ere not adjusted to cover increasing costs and are insufficient to meet
outgoings, The nominal level of the rents may act as a deterrent to cost reduetions,
reduce expenditure on meintenance and discourage owner occupation. Over-~occupation
of dwelling-space is guarded against by "space norms" per individual end by charging
higher rent for space in excéss of the norm, There would appear to be scope for
inereasing the rent level having regard to differences in feamily incomes without
creating herdship. Yugoslavia has set up special revolving funds financed out of
a fixed levy on budgets and profits., These funds are designed to ensure stable
financial provisions for housing. By making advances repayable it is hoped to
increase attention to costs,

Public housing in western Buropean countries is typified by local authority
housing in Ireland, the Netherlands and the United Kingdom. The main form of
subsidy in the three countries is by ennual state subsidies per dwelling. In
Irelend and the United Kingdom, the local authorities also subsidize the rents.
These countries ensure that the dwellings ere within the means of all tenants by
fixing rents in accordance with family income, the subsidies paid per dwelling being
pooled for this purpose. The rents in the Netherlands appeer to take less account
of individuel veriations, whether temporary or permenent, in rent-paying capacity.
In the Netherlends, however,periodic adjustment of the general rent level is
envisaged and the subsidies are reduced accordingly. In Ireland, a similar adjust-
ment is feasible according as the rent income rises. In the United Kingdom, however,
the state subsidy is a fixed amount, unalterable except by special logisletion. The
amortization period in the three countries is from fifty to sixty years. This
period could be increased with the result that rents could be lowered and payment of
direct subsidies reduced with a gain to public funds, The reason why this is.not
done appears to be that the shorter period increases the turnover of capital, provides
a profit rent during the latter part of the 1lifo of the dwelling when repairs are
highest and reduces the burden of debt when that burden might be expected to increase
with the provision of new dwellings. On the whole, the present system of direct
ald to these dwellings sppears satisfactory provided the rents are related closély
to individual need and that the burden of subsidies can be reduced in step with

improved genoral economic clrcumstances,
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Some countries have developed, as an alternative to public housing, seml-public
housing providéd by societies using private capital to a greater or lesser extent.
These societies are usually able to obtain a proportion of the capital either from
the credit market, from industrial concerns or from personal resources. The existence
of a substential capital market is an impetus to this type of housing but in some
countries the ebsence of sufficlient public funds and of a well supplied éapital
merket hes also encouraged this type of housing in order to attract capitel from
other sources, notebly industrial concerns and personal resources. . Industrial
concerns are an important source of capital for housing in some countries, pérticularxy
where a legal obligation has been placed on them to’provide housing for their own
workers, Other countries should consider the possibilities of increasing the
provision of such housing where 1t is considered not to interfere with the efficiency
or cost of production of the concerns or with the development of industrialization,
A few countries have developed tenants! co-operatives where a down payment from the
tenant is required, this being refunded if the tenant vacates the dwelling. Suc¢h
co-operatives reduce the demend on public funds for loan eapital. It would seem
" desirable that the profits of these co-operatives should be controlled so as to
ensure adequate maintenance and utilization of such profits for new dwellings.

Direct aid to this housing is meinly by low- or no-interest loané. This form
of aid tends to produse a general rend level which may not be within the means of low-
income families unless speclal supplementary aid is given ﬁo them. There would
appear to be need for some countries to re-examine this form of ald to ensure a
greater accord with individual circumstances.

Where semi-public or public housing is reserved for a special group, ©.g.
income group, power should exist to withdraw the public aid involved if the original
quelification is lost. |

Where general economic circumstances improve, power should exist to change the
generel rent level by reducing the amount of aid.

Aid in the form of a low or no-interest loan does not readily admit of axi
- the foregoing adjustments., It would seem preferable to charge higher interest
rates and to use the resultant funds to meet individual needs,

A low or no-interest loan protects house-building against fluetuation in
jnterest rates but does so effectively only where it comprises the whole or nearly
the whole of the loan capital, Stability of the interest rate is probably more
importent in this connexion than its level.
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Direct aid to owner-ocoupation is usually intended to bring owner-occupation
within the means of all classes or to bring it within the means of the better off
femilics only. In the latter case, there is usvally a special system of aid for
rented dwellings for lower-income families. In a few countries, however, the
direoct aid to owner-occupetion is confined to lower-income groups. Most countries,
however, consider that income quelifications should not be sttached to the gramt of
public aid for owner-occupation. Sinee the originel income qualifications would be
subsequently lost in meny cases the question of rocovering the aid given would erise.
This would present great administrative difficulties. In addition income qualifi-
cations usually would not more effectively cut off from receipt of public aid those
who do not need it than the delay necessary in most countries to ocbtain the eld and
then the cost end size limits imposed on the dwellings eligible for it.

Practically all countries give loan capital ald to owner~occupiers. The amount
of the public loan varies with the possibilities of obtaining loamns from other sources,
The personal contribution may be as high as 70 per cent of the cost in eagtorn Europesn
countries., In western Europeen countries, the down payment renges from between 5 and
20 to 25 per cent at most,

In most countries the loans are given et a rate of interest uneconomic for the
lender., Comparatively little use is made of extended amortization periods to reduce
ennual changes, Consideration should be given to this form of aid provided it is
not sonsidered that it will reduce the incentive of ownership and reduce the turn-
over of capital.

The rate of interest on public loans already grented should be capable of being
increased where improvements in general esconomic circumstances would enable higher
annueal costs to be borne.

Lump sum grents are given in some countries. In a few countries these grents
are regarded as non-interest loans to be repaid in due c¢ourse. More usually they
are non-recoversble, Thése grants should be repayable. ‘A moderate extension of the

“ loan period would enable these grants to be repaid without increasing annual charges.

Annuel sublsides are paid in two countries to owner-oceupiers. In one case
they are related to an ingome qualification without eny provision for withdrawal if

- the qualification is lost. In neither case is there provision for adjustmsnt to

meet a general improvement in rent/income relationship during the currency of the subsidy.
Interest subsidies where related to income qualifications should be capeble of

being withdrawn where the qualification is lost or whers there is & genersl improvement

in remt/income relationship.
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ECONOMIC COMMISSION FOR EUROLE
HOUSING COMMITTER

(Item 2 ~f the provisienal agenda of the fifteenth session)
FINANCING OF HOUSING IN EUROPE
ANNEX I: Financing ef Co-operative Building

INTRODUCTION
* The purpese of hnusing ce-eperatives is to build blocks ef flats or detached
family dwellings for their members as cheaply as pessible.

This study is mainly concerned with the more specifically "co-sperative"
agpects of financing, i.e. co-operators' own contributisns, sales of eo-operative
dwellings and savings schemes connected with ce-operative housing.

S /Baech co-operater must pay a proportien of the cost of his dwelling, since the
main purpsse of co-eperation is to raduce building costs in the interest ef all
members, primarily through poeling their resources. The members buy their own homes
or a share in a communal housing organizatien out of their earnings and savingg; in
some cases, saving schemes have been established to help them pay their shere.

As any form of speculation in co-operative housing must also be prevented,
certain precautions are taken when dwellings are scld.

I. CQ-OFERATORS' OWN CONTRIBUTIONS
Menmbers' contributions vary net enly from country to country, but alse

according as the dwellings are for sale or to let.
A. HOUSE-PURCHASE L

A contribution from the member is called for almost everywhere when the purpese
is house~-purchase., There are many instances in which members may receive various
forms ef assistance in making up their contributiens.
(a) Obligatory cemtributions from members

These are sometimes large. Thus, in Finland the contributien is in theory only
10% »f the purchase price of the dwelling, but actually lies somewhere ggtweén 295
and Sgﬁ eof the cest. The eantribution must be paid in advance during the year
preced{ng the completion of building and in at leass three instalments.
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In the United States, the contributien in the ce-pperatives known as "Cn-ventures"
is either a proportion of the building cost (5% - 2 or is paid in a lump sum (fer
example, $500 a rnom).

In Israel, "Skikun" flats are usually sold (1) against a down~payment of about
one-third of the purchase price, the balance being paid off in mygthly instalments.

‘In Italy, the contributicn amounts in certain cases (e.g. "ce-cperatives
obtaining loans on preferential terms") to 25%. ‘

In Poland, State credits may in theory amount to as much as 70% - 85% of
building costs, but in practice they do not amount to more than 50%, which makes the
member's contributicn proportisnately high. _

In some countrieé, the contribution is 10% -~ 15%. In Austria, for instance,
it is 10% of the building costs and the purchase price of the land, plus a sub-
seription of at least 3AC schillings, tc be paid down at‘the eutset.

In France, the contribution is by law 15% (redueed to 10% for civil servants).
The prospective purchaser subscribes at the outset for shares te the value of tho
" cost price of his dwelling, but at the time of subscriptien pays up only a fractien
equivalen% to his contributien, the balance being paid aff in menthly instalments
gpread over the redemption period.

In Turkey, the builder's contributicn is usually 10%.

In Great Britain, the Building Societies (which are not co-uperatives in the
strict sense, although very similar) operate in much the same way.

In other countries, the contribution varies. In Germany, members are always
required to take up one share (300 - 500 DM), but are very 'sften asked to subscribe
for more, the number varying with the size of the dwelling.

In Belgium, the amount of the contribution varies from case to case. The
erder ¢f magnitude may be gauged from the fact that it is about 60,6OP Belgisn francs
for a house worth 360,000 francs (i.e. one- ~-gixth).

In Hungary, the member's contribution takes the farm of successive monthly
instalments from the time of his admission inte the co—operative until he takes
possession of the dwelling. The total annual payment amounts to- 4% of the building
costs, . '

Iastly, in some cases there is little or no member s contribution. In the
Netherlands, for instance, financial assistance may reach 1006 of the cost of the

land and building costs, so that, apparently, no contributicn is required of the

(l)This does not, however, seem to be an outright sale (see II A below).
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member. Certain sccieties, however, which are trying te attain a sounder financial
position and greater independence of the government, ask their members te pay a
deposit of 100 - 500 florins.

'In certain Italian societies (housing co-operatives and non profit-making
bodies), leans cever all expenditure, and there would appear to be ne contributien
required of the member.

In conclusion, it should be noted that various countries accept cuntributiens
in labour. This applies to rural housing in Western Germany (N.B. contributimns in
this fbrm were estimated et 11.7 million DM in 1955).

In the United States of America, the contribution in "self-help" co-oporatives is
furnished in tho form of labour or services.

In France, the "Castors" themselves perform some of the work, thus reducing
their contributiosn in cash.

In the United Kingdom, members of similar institutions are expected to put up
cash as well as to furnish personal labour, e.g. an initial subscriptign of abeut
£50 and;a weekly instalment of about £4 for equipment renewal.

In Yugoslavia, the member's contribution usually takes the ferm of labour,

(b) Miscellaneous'forms of possible assistance te co-gperaters in making up their
pgrsongl contributions

Such assistance is previded mainly in countries where the member's own con-
tribution is high. .

In Western Germany, the State grants cp-operatcrs wishing to meke up their con-
tribution a subsjidy of 25% of the cpst Of a share in the co-operative.

In Finland, the initial contribution is met in certain cases by a lean froem the
Haka Society; which is repaid over a period of 10 years by the occupier alsng with his
nonthly instalments. The co—operator does not receive the share certificate represent-
ing the amount of his subscription until the advance from the Haka Society has been
repaid in full.

In France, the co-operator mey receive lcans and various forms of assistance
towards his personal contribution, such as loans from the Family Allowance Fund,
Joans from Departmental Auxiliary Funds, leans or subsidies from employers under the
scheme for a'compulsory contribution of 1% of wages by employers, and, in deserving
cases, lcans from the Co-operative's Mutual Fund.
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B. LEITING -

Co-operatives sometimes deal in direct letting, but mostly they let to tenant-
shareholders. Their members, as shareholders, have priority as potential tenants.
This priority is attached to, and transferable with, the ownership sf the shares.

(a) - Obligatorycontributions from members

In the United Kingdom, Italy, Western Germany and Austria, the member's con-
tribution is the same whether he be tenant or owner-occupier (except as regards
aontributions in labour). ‘

Ir. Poland, the membéw's contributicn is high, since State credits actually
amount cnly to 50% of the cost, as for an owner-sccupier (whereas in theory they may
amount to 90%) .

In Norway, too, the contribution required for co-operative dwellings is
relatively high. State loans are nect computed as 8 percentage of building costs; but
the member's contribution may be estimated at 15% of these costs.

This proportion of 15% is alss the general rule in the co-operative letting
gyster in France (N.B. here, tco, the civil gservant's contribution is reduced to
10%). The member gubseribes for, and immediately pays up in full, shares to the
value of the personal centribution required, In the case of direct letting no
personal contribution is demanded; but, under the co-operatives articles of
association, every ordinary tenant must take up at least one share in the co-operative
1f he wishes to attend its general assemblies. '

In Switzerland, building co-operatives must put up capital ta the amount of
gome 6 - 10% of the investment, this capital being then divided into co-operative
shares, to be taken up by prospective tenants. Tenant-shareholders are fewest in
Zurich, since that city grants second mortgages up to 94% ~f building c6sts.

Members of Danish co-operatives provide up to 6% of the total cost ef their
dwellings.

In Sweden, the contfibution amounts to 5% of building cests, mortgage loans
covering the remaining 95%. Total morygages on blocks‘of flats built for direct
letting at the request ~f municipalities amount to 100%, so that there is no membert's
contrikution. |

Members of Belgian co-aperatives must subscribe about 5% cf the average cost of
their dwelling (or some 15,000 Belgian francs for the ordinary type). Hewever, they
pay up the shares subseribed for only to a maximum of 6,000 Belgian francs (the
balance being paid ~ff at the rate of 60 Belgian francs per month added to the rent).
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In the United States, the "mubual co-:peratives demand no initial contribution
of their members.

{b) Miscellaneous forms of possible assistance tn co-operators in making up their

personal contributinns

The lrans and other forms : T assistance granted are, as a rule, the same as thcse
glven towards house-purchase in countries where both systems exist.

It is noteworthy that Polish undertakings s.metimes help their staff by paying
cut AL thelr own funds vart -f the contribution required by tenants' cp-operatives.
Peolish trade unions are als: considering a similar scheme.

In Norway, members of co-operatives can sometimes obtain assistance from
municipalities ¢r from their employers trwards making up their personal contributions;
but it varies from case to case, and 1s comparatively insignificant.

II. SALE “F CO-OPERATIVE DWELLINGS
A. SALE OF DWELLINGS BY CO-OPERATIVES TO THEIR MEMBERS

Systems vary greatly from country to country.

In some countries - e.g. the Scandinavian countries'and, at least as a general
rule, Switzerland - sale t- members is unknown, although individual houses have
scmetimes been sold there, but with a right «f pre-emption for the co-operative
written into the griund leass.

In Israel, dwellings are apparently not "sold" to members of co-dpsratives in
the usual sense of the term; members seem rather to pessess a kind cf right of use,
which may be begueathed, supported by a 99-year lease.

Sales to pr..spective cwners may take various forms. In the first place, the
dwelling may be sold outright as soon ss building is finished. This 1s the system in
the United States, for example (al“iough in some cases the sale is spread over a
pericd). Similarly, in the United Kingdom the dwelling is usually bought by the’
cceupier as socn as it is ready for occupation, financial assistance being obtained
from the Building Societies. The "Castor™ societies are also temporary; when they
have completed their building schemes, they transfer ownership of the houses to
their members, and diss-lve.

Similarly, in Hungary every member of the co-cperative becomes the owner of his
dwelling as soon as he takes possessiun, and may bequeath the property to his heirs.

In the Netherlands, tenants may buy the dwelling they sccupy from the Building

Asgociaticn, Transfers must be appr.ved by the Minister of Housing and Construction.
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The purchase price of dwellings built before 1945 is reckoned on their market value
and that of dwellings built after that date on their book wvalue. Ocoupiers may
obtain State aid in purchasing the latter type.

In Western Germany, the purchase price paid by members is reckoned with due
regard to the mortgages obtained by the co-operative. Purchasers remain members of
the co-operative even after they have purchased their house. It is worth noting that
82,787 dwellings (including 21,659 rural houses, 56,520 detached dwellings and 1,696
flats) had become the property of members pf co-operatives in this way by the end of
1956.

In Austria, individual houses are usually sold to members of co-operatives against
a building loan.

In Finland, flats become the property of their tenants as sharehnlders in the
Haka Company. Any garages or Autbuildings, however, remain the property of the
Company, which simply rents them out.

In France, the allottee tenant becomes the owner Aaf his dwelling only after he
has paid up in full all the shares for which he has subscribed, at whieh point it is
allocated to him against the cancellatien of his shares. If a member dies before the
loan is redeemed, ownership of the dwelling passes immediately to his heirs under a

compulsory life insurance policy taken out with the Caisse Natinnale d4'Assurances

sur la Vie, which assumes responsibility for any repayment still due from the member
at the time of his death. '

In Italy, house-purchase systems differ with the type of eo-operative., In
individual holding co-operatives the dwelling belongs to the seciety until the
d¢ndividual contract is signed, i.e. after the building is taken over and the Ministry
of Public Works has issued the permit. At the time of the contract, dwellings
are valued separately in order to assign to each its proper part of the mortgage which
previously covered them all. Once he signs an individual contract, the member
enjvys ébsolute ownership in his dwelling and may even let it. The machinery is
similar in the case of collective holding co-operatives wishing to convert themselves
into individual holding co-operatives; but the conversion must be authorized by the
© Ministry of Public Works. In non profit-making bodies dwellings are allccated uwn a
hire-purchase basis; the property is transferred by a contract of sale, which must
be signed not more than 25 years after the date on whick the dwelling was taken over;
the contract stipulating the undertaking to sell must be authorized beforehand by the
Ministry of Public Works.
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B. SALE OF BUIIDINGS PURCHASED BY MEMBERS OF CO-OPERATIVES

This is generally regulated to prevent speculation.

In some cases the buildings must not be sold for a certain length nf time. In
Belgium, for instance, any person receiving a building bonus must undertake not to
transfer or let his dwelling for 10 years.

In Italy, a member of a co-nperative may not sell his dwelling within less than
10 years from the date of his individual loan contract.

In other countries, no time-limit is specified, but actual sales are controlled.

In Finland, a shareholder may transfer any dwelling at any time. Sales are
made by the share transfer operation described in Section C beluw.

In Poland, the members of owners' co-operatives using State-owned land must
obtain the consent of the appropriate local authority for any sale and immediately
thereafter repay the bank loan. ,

In other countries, such as Hungary, the sale of co-cCperative dwellings is
apparently prohibited; any member leaving a co-operative is entitled to refund of the
money he has paid in. If the debt is not fully redeemed, he . must return the dwelling
to the co-operative, which repays him proportionately to his entitlement. A member
leaving on transfer to another undertaking in which there is a co-operative may have
his holding transferred to the latter.

Lastly, in some cases sales are unrestricted - e.g. in Turkey, where the selling
price is not controlled, and in France, where, once a dwelling has beeh allocated to
him, a member of a co-operative enjoys full ownership of it and has-no further link
with the co-operative, which consequently exercises no control over its sale.

C. SALE OF SHARES

The material expression of the co-operator's absolute right of tenure in the
dwelling let to him is generally the shares he holds.

In Denmark, tenants leaving a co-operative building may claim refund of their
shares (this is therefore not a sale in the strict sense of the term).

In Norway, the degreec of control exercised by the co-operative when a member
solls his dwelling varies considerably from one society to another. In most cases,
apparently, the seller may himself choose the purchaser, provided the iatter fulfils
the co-operative's requirements., In some cases, however, the co-operative reserves
the right to designate the purchaser and exercises this right whenever the trans-
action is not an exchange of dwellings. The purpose is twofold: first, to enable
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members whose dwelling is teo small to obtain a larger one while still retaining

their membership of the cb-operative, and, secondly, t+o0 ensble prices to be conmtrolled,
since, as a general rule, shares cannot be sold above par, although prices have been
bushed up and the authorities have accepted breaches of the rule that shares shall

be sold at their face value. '

In Sweden, any tenant wishing to sell his dwelling may do so with the approval
of the branch society, which must investigate the nature of the transaction and make
sure that it entails no speculation. The maximum price which a tenant may charge
is an amount equal to his initial contribution plus the value of all redemption
payments made by him over the period during which he occupied the dwelling.

In Finland, as explained above, a flat is sald by transferring shares, the
operation being regulated where the building in which the flat is situated was
built with the help of a State lnman. The regulations were enacted in the Bﬁilding Iaw,
and their application is supervised by the Natisnal Building Commission (ARAVA), which
also grants the loans. A flat owner who wishes to sell his shares must first
pffer them to the Company's Board of Management. If it does not exercise its right
of pre-emption, the shares must then be offered to the local authority. If it in
turn is not interested in the offer, the owner may sell his shares on the open
market; but even then special regulations must be complied with regarding the price
and the purchaser. In practice, however, the sale of such accommodation is probably
more @r less free.

In France, under the co-operative letting system, the shares conferring a prior
right to a tenancy may be transferred inter vivos or bequeathed en death. The new
tenant must always be approved by the co-operative's board of management before the
transfer takes place. All changes of tenant are effected simply by transferring
shares, The‘same applies in the case of owner-occupiers for as long as the shares
have not been fully paid up and the dwelling thus still belongs to the co-operative.

There are no sales af shares in tenants! co-operatives in Poland; a member
relinguishing his dwelling merely has his contribution refunded.

III. SAVINGS SCHEMES CONNECTED WITH CO-OPERATIVE HOUSING
A. Measures to promote saving by intending home-builders before building begins

In some countries, co-operatives exist not only to build or ebtain homes for
their members, but also to accept their savings on deposit .
In Germany, for instance, members may deposit their savings with co-operatives
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by various methods, which are explained in Section B below. Furthermore, the State
encourages savings in %he form of shares in co-operatives by granting a bonus
amounting to some 25%-of the value of the share.

In Denmark, each member has a "savings account” with the co-operative.

In Sweden, the Association of HSB Societies (Associaticn of Tenants' Building
and Savings Societies) exists, as its name indicates, to prcmote both building and
saving. It established a Savings Bank in 1933, which uses the local'societies ag
branches and which held at the cnd of 1953 deposits amounting to 35 million crowns.
It is noteworthy that this Savings Bank pays depositcrs interest at the rate of 4.5
or 4.75%% as the case may be. ’

Certain Swiss co-operatives (such as the genefal building co-operatives at
Zurich and Lucerne) issue "savings books!. - - o

In France the HIM co-operatives are "savings,'provident and cheap housing
societies', entitled as such to open savings accounts for their members. But, in
practice, this right is seldom exercised, It should alsc be noted that there is
in France, under the general aid-to-building programme - hence not, strictly
speaking, a savings scheme allied to co-operative housing - an original institutien
called "Saving for Building" established by Act of 15 April 1953. Its main purpose
is to safeguard depositors investing their savings in building or housing against
risks of devaluation, the sums entered in the sayings books being automatically
revalued to meet changes in building costs. Savings books are apened by the Savings
Banks and cther approeved institutions. Interest is af the rate of 1%. When depositors
need to withdraw their cash to start building, the amounts saved are returned to them
plus the accrued interest and, possibly, a bonus to compehsate any rise that may
have taken place in building costs between the dates of deposit and withdrawal.

Other countries have tried to 1nstitute savings schemes allied to co~-operative
housing, but have nct yet found any final sclution. In Norway, some co-cperatives
operate a system under which monthly inst:sleents tu a certain amount must be paid
before a dwelling is obtained; but the method is uncommon and the question may be
said, generally speakiné, to be &till unsolved in that country.

In Finland, tvo, there is a plan to institute a special savings scheme within
the co-operative movement, backed by member35 savings snd funds frcm the Haka
Building Societies.

In the other countries covered by this study there are apparently no special
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savings schemes connected with co~-operative housing; but savings are channelled inte
building by othsr means.

In Austria, building co-eperatives are not permitted to held savings on behalf
of their members. Members who wish to save for building or house-purchase must have
recourse to the banks, savings banks, or "gaving-for-building" societies.

. Im Belgium, building is financed mainly by a semi-public body, the Savings and
Pensions Fund.

In'the United States, there are many savings institutions. There are seme 1,600
Mutual Savings and Loan Banks, which are very active. The Home Loan Bank Union cem-
prises eieven banks belonging to thrift and home financing institutians, largely
savings and loan associations, which are the backbone of the system.

In Italy, the funds of the Deppsit Bank (which grants loans to co-operatives)
are mainly derived from Post Office savings deposits, It should also be noted
that private investments in building are estimated at 249,000 million lire or 6.5%
of all savings.,

In Turkey, persons who deposit with the Real Estate Bank an ameunt equivalent to
25% »f the building costs can obtain leans up te 30,000 Turkish paunds for a period
of twenty years at 5%.

D. Use of savings by members of co-operations
The main purposes members' savings serve are obviously the building, purchase

or acquisition of hcmes. In some cases, however, they may be put tn other uses.

Cash deposited by members in Danish co-operatives' “saving aceounts" is solely
intended fer investment in kousing.

In Norway the same is true of co-operatives which have established a savings
scheme. In Sweden, sums deposited with the HSB Savings Bank are used solely for
building. Members of co-operatives have realised that they can gradually save up
the amount of their personal sontributiens.

In France, deposits in the savings accounts opened by the HIM co-eperatives
may be used to make up members' personal contributions, or te meet building costs,
or for any other purpose. Cash entered in a building savings book must be used for
one of the following purposes: building, purchase of land fer building, purchase
and reconditioning of an abandoned dwelling, repair of an existing dwelling (N.B.
the personal contributicn of a member allecated a tenancy mestly takes the form of the
land to build on).

In Austria, savings deposited with banks, savings banks and the like must be
released to public co-operatives as soon as the land is purchased or building is
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begun. They represent the personal contributions required from the members of the
co~operativos (see IA and B above).

In Poland, members' savings are also used to cover their personal contributioms.

In the Netherlands, some building societies use thelr members' savings to
finance additional non State-aided building.

Cortain Swiss co-operatives (including the General Building Co-operatives of
Zurich and Lucerns) obtain any additional funds they require from loans or deposits
(issue of savings books).

In Westuorn Germany, savings deposited with a cc-operative by its members may
sarve various purposes:

(a) They may be, and generally are, used to purchase shares in the co-operative.

(b) They may be used for actual building, or as a basis for retircment pensions, or
for co-~operative mutual assistance.

(e) They may also take the form of "repayable contributions" paid to the co-operatives
by their members to cover the balance of the sum required to finance building
operations, ¢nly part of the cost being met from other sources: the Stato, mortgage
loans, loans from employers, the member's compulsory contribution (which, be it noted,
is only one share). Hence co-operatives ask their members either to take up
additional shares or to make "repayable contributiems’, which are in the nature of a
long-term redeemable loans carrying interest from the co-operative, so that members
£ind this supplementary contribution a remunerative form of investment.
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APPENDIX I

PURPOSE OF HOUSING CO-OPERATIVES

The purpose of housing co-operatives is to work in the gemeral interest of wide
sectors of the public and to provide their members with sound, hygienic accemmodation
at prices within their means.

To this end they may carry cut the following operations:

- buy and sell land;

- obtain and manage rented accommodation for their members;

- c¢btain private houses for sale to their members;

- contract loans of all kinds;

- grant loans to members for whem they have obtained private houses;

- assist members building private houses on their own account;

- on their housing estates, providé communal facilities of all kinds, such a8
educational centres, stores and small-craft workshops, communal laundries,
shower baths, recreation grounds, kindergartens and day nurseries.

SIZE IN EACH COUNTRY
Austria

The "Federation cf Public House-building and Housing Estate Development Societies?,
which comprises all public bousing societies, has 370 members, ineluding 250 legally
constituted as cc-operatives. The public housing undertakings manage 90,000 dwellings,
35,000 of which are owned by co-operatives.

Belgium ' S
There are scme 300 Cheap Housing and Smallhclding Societies, some of them taking
the form of co-cperatives.

Denmark

Housing co-operatives and public utility limited liability companies acting in
conjunction with, and sponsored by, the natlonal co-operative movement are responsible
for the construction cf scme 8,000 new social housing units a year.

There are 177 housing co-operatives cf'greatly varying size; scme of them are
quite large (the Cdpenhagen Workers' Housing Co-operative mahagee some 10,000
dwellings), while cthers in the privinces manage less than 100 dwellings. There are
173 public utility limited liability companies. |
Federal Repubiic cf Germany

At the beginning of 1956, the 1, 787 co—operative building societies in the
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Federal Republic and West Berlin had 902,687 members. By the end of 1956 membership
had risen to 933,113.
Finland

The Haka Societies sponsor and supervise the building of a considerable number
of dwellings. Of 30 Haka Secieties, 8 are in the form of co-operatives, the others
having the status of 'companies". The members of these societies or companies are
the local consumers' society, the local authority and usually also certaln industrial
or trading concerns. In no case do they have individual members.

France

There a;e 350 HIM co-operatives in France. The 190 co-operatives on which it
has been possible to gather information have housed 84,718 families {i{.e. more than
300,000 persons) since 1947,

Israel

There are a large number of housing co-operatives in Israel organized in
building societies. The largest, established by the Géneral Federation of Labour, had
built more than 10,000 dwellings, 3,000 of them rural dwellings, by 1950.

Italy |

Housing co-operatives have always been of very slight impertance in Ttaly.
Between_1945 and 1950, they built only 30-40,000 dwellings, i.e. less than 3% of the
total built.

Netherlands

The "building societies" are of a mixed type, taking after both co-operatives and
public bodies. There are two kinds: workers'asgociations, which are predominantly
co-operative in character and all ef whose members are tepants or future tenants of
dwellings built, and societies whose members do not occupy the dwellings built and
which are uf a semi-public character.

They may assume any one of three legal forms: ordinary associations (73%) ,
foundations (23%) and co-eperatives (4%). But all are sufficiently "eco-~operative"

“in type to be dealt with in a single study.

There is about one of these associations for every commune in the Netherlands;
but that is merely coincidence, since there may be hardly any in the rural communes
but several in a single town. Theseréssociations vary greatly in size; some own only
a few dwellings, while the largest, in Amsterdam, mapages more than 4,000. The
average is about 200 dwellings per association.
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Norway

The 0BOS (Oslo Savings and Building Society) has 45,700 members at present and
has built about 40% of the flats in Osle, (It has built 16,600 dwellings).

Other societies similar to the OBOS have been formed and have established a
national organization éomprising 80 companies with 80,000 individual members, 25 -~
30,000 of whom occupy co-operative dwellings. To these should be added these known
as "elosed" societies.

Poland

There are at present 320 housing co-operatives in Poland, with 33,000 members,
Of these, 30 invest in building, while the remainder manage buildings already eon-~
structed, the latter comprising 58,000 rooms,

Sweden

The SKB (Stockholm Housing Co-operative) was managing about 2,500 flats in 1945,
its members being direct tenants with 25-year leases.

The HSB Society (National Organization of Tenants' 8avings and Building Societies);
founded in 1924, has 164 "parent" societies. During the first 30 years of its
existence, it built 100,000 housing units, and in 1954 it accounted for one quarter
of all urban house-building in Sweden.

Other housing societies exist independent of the HSB. The largest is the SR
(Housing Co-operative of Building Workers' Trade Unions), which is organized en the
semo lines as the HSB. Founded in 1941, it has built more than 20,000 dwellings.
Switzerland

There is a fairly large number of housing co~operatives in Switzerland; they
are of widely varying types, but most of them cater for tenant-shareholders.

There are more than 1,000 of them, owning and managing seme 70,000 dwellings.
At one time, these soocietles were responsible for more than 40% - in some cases up
to 70% -~ of all building. But their importance has somewhat declined in recent years.

Turkey
In 1956, there were 64 co-operatives, which had completed 3,710 dwellings.

United Kingdom

Unlike those in most countries of Western Europe, co-operative organizations in
Great Britain have very little to do with housing. But there are some non profit-making
"xilding scoicties" which are verymxch like co-operatives., They form a national federation
with 607 members (24 of which are "co-operatives" in the true sense).
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Uhiﬁed States of America
There were 10,000 housing co-operatives in the United States in 1952; but as

"co-operati#e” socicties they differ in practice from what is generally understood
by the term. There werec only about 160 genuine co-operatives, i.e. societies
operating in accehrdance with the pfinciples of cap-operation, at that time.
Yugoslavia

Few dwellings are built by co-operatives in Yugoslavia (only 1% of new
buiidings_each year). Steps to encourage the expansion pf co-operatives are at

present under consideration.
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TABLE SHOWING PERSONAL CONTRIBUTIONS BY MEMBERS OF

CO-OPERATIVES IN VARIOUS COUNTRIES

Prospective owner-occupier's

Prospective tenant's

Country contribution contribution
Austria 10% 10%
Belgium Various 5%
Denmark - 6%

Pedexral Republic

Subscription for one or more shares

Subscription for one or

of Germany according to size of dwelling more shares according to
gize of dwelling
Finland In theory 10% - in practice 20 -
30% -
France 15% 15% in co-operative let-

’ ting. Subsecription of at
least one share in direct
letting

Bungary 4% annually until occupation -

Israel About 30% -

Italy 25% in cortain co-oporatives, 25% in certain co-operatives,
none in others none in others

Netherlands In many cases, none. In some In many eases, none. In
cases, desposit of 100 - 500 some ocases, deposit of 100 -
florins 500 florins

Norway Estimated at 15%

Poland Approximately 50% in practice Approximately 50% in
(in theory 15 - 30%) practice (in theory 10%)

Sweden - 5% in co-operative letting.

None in direct letting

Switzerland - 6 - 10%

Turkey 10% -

United Kingdom 10% 10%

United States of
Anmerica

5 - 20% or lump sum according
to type of co-operative

No contribution in Mutual

Savings Societies

Yugoslavia

Contribution in labour
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ECONOMIC COMMISSION FOR EUROPE
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Fifteenth session

(Item 2 of the provisional agenda)

FINANCING OF HOUSING IN EUROPE

CHAPTER III: Sources of capital for Housing and the
Finencial Institutions Concerned

Corrigendum

l. In table 2, page 21, some of the figures in respect of the fifth five-year period
are incorrect. The following shows the correct figures (with the existing figures
in brackets): -

Fifth five-year period

(1950-1955) - (144.2) (105.4) (323.3)
Total 427 .2 323.,3

- (419.7) (330,.8)
2. On page 22, 6th line, change 3.2 to 3,5.
CHAPTER II: [Investment in Housing

Corrigendum

EASTERN EUROPE

Since the report was prepared, other figures, which are given below, have been
made available, The old tables should be replaced by those appearing below,

The figures relating to Eastern Germany have been inserted in the tables.

Consequently the note saying that owing to lack of information it has not been
possible to deal with Eastern Germany should be deleted.

Table 2

More up~to-date figures for all countries, which might have formed the basis for an
exchange of information, are not available, It may nevertheless be useful to include
in the text the following figures showing the percentage of gross fixed investment
represented by investment in industry and housing respectively, and to analyse the
trend indicated by those figures.
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1956 Industry Housing
Czechoslovakia 38.4 20,3
Poland 46.1 13,811
Hungary 46,6 11,82
Table 4
i Rural Private building
Country ‘building without State with State
! assistance assistance
Romania 63 72 8
Hungary i 53 48 9
Yugoslavia . a4 47 20
Bulgaria i 42 44 20
USSR |40 55
Poland 34 29 2
(1) Not including private funds.
Table 5
Building
Country Urban by the with State
building State assistance
Poland 66 69 2
USSR 60 45
Bulgaria 58 36 20
Yugoslavia 56 33 20
Hungary 47 43
Romania 37 20




Table 7

Total Fousing Built in 1955, Sources of Finance, Distribution Between Town and Coumbry

Built ..

' Total housing built hy private means
Country Period by the ] without | Urban | Rural
: State with State _
Thousands of e : assistance State
dwellings 1,000'm } assistanced
as percentage of total volume
. ! ,
Bulgaria 1955 , 1757.5(8) T g6 20 ) 58 a2
Szechoslovakia 1955 50,6 . ¢ 70 30 .. o
Yugoslavia 1955 29,7 . 33 - 20 a7 56 | 44
i :
Poland 1955 94,0 . 69 % 29 66 34
Romania 1955 55,9 1676 (b) 20 | 72 37 | 63
Hungary 1955 31,5 . 3 | 48 ar | 83
USSR 1955 1512,0 . . 45 % 55 60 | a0l®
uastern Germany 1956 30,4 : o 57 i 25 18 . E .
- i i

Source: Quarterly Bulletin of Housing and Building Statisties for Europe, ECE, Geneva and
information furnished direct by governments,

(a) Floor space on all storéys.

(b) Liv1ng space, i.e, that of the principal rooms, not including kitchen, .
(e) Excludlng rural bulldlng by the State, which has been included in the "urban" column.

¢ o3ed

T°* 1x00/99° OoN Jedeg SutlIOM/N0H



HOU/Working Paper No.66/Corr.l

page 4
Table 8
Planned Increase in House-building up to 1960
Housing
. Built Planns4 Percentage
Country Unit 1951 to 1955| 1956 to 1960| increase

Eastern Germany| 1,000 dwellings 64.9(a) . .
Bulgaria 1,000 m2 5184 .5 . .
Czechoslovakia | 1,000 dwellings 198.0 365 84
Yugoslavia 1,000 dwellings 163.6 350 114
Poland 1,000 rooms 694.5P) 1200'?) 73
Romania 1,000 n® of living space| 1511(¢ 2500(¢) 66
Hungary 1,000 dwellings 109.9 ZOO(d) 82(d)
USSR 1 million m2 of useful 151.7(d) 328(d) 116

floor space
(a) 1954-1955

(v)
(c)
(a)

Urban building only
State building only
State building and private urban building

Table 9
Housing investment Housing investment
as percentage of Periog—28 percentage of
Country Year ; or
Total Invest- 1956 Total Invest-
Nati 1 invest-{ ment in Yo invest-| ment in
'a iona ment constru- | 1960 Nationall ment constru-
income ction income ction
Bulgaria 1955 | 3.0 14 .4 27 .4 i
Czechoslovakia (1955 . 18.3 . ) -'
Yugoslavia 1955 | 4.4 13.8 25.6 7 20-25 40
Poland 1955 | 2.4 13.1 .
Romania 1955 . 6.1 .
Hungary 1055 | 2.0'8) | 10.3 20.0
USSR . . . .
' (a) 1954




-

Table 10

Housing Requirements and Housing Investment in Selected Eastern European Countries

Housing conditions Building Housing investment as
Rural percentage of:
Natural | Marriage {population Increase in
Count. > growth | rate per as Dwellings volume of National { Total Invest-
ry Persons m- of per thousand |percentage built per [house-building income | invest- | ment in
per space per | thous- of total thousand planned for ment building]
room person | and population| inhabitants 1956-60 as
percentage
of 1950-55
figure
1953 tof 1953 to 1950 to] 1955 1950 to
1955 1955 1955 1954/55 1955/56 1955 1955 (a) 1 1955 1955 | 1955
Eastern ' ' ”

Gemny * a ll-oL} 807 . . 1.8 . . e .
Bulgaria . \ . 6. 5(b) 1.0 1059(0) 66.5 . . . 3.0 14:4 27.4
2 echo~ 1.5 1.7 | 107 | 7.9 6.7 | 3.1 | 3.9 8l, X 18.3 .

slovakia
Yugoslavia 2.3 : 15.3 9.2 75 1.9 1.7 AR VA Lk 13.8 25.6

oland 2.0 . 19.4 9.5 57.0 2.9 3.4 73 2.4 13:.1 .

omania . '. a o 76o6(e) 3.0 3.1 66 . 6.1 6
Jossr : 7,88 | 17, : 6.7 | 7.5 116 . Lo

Sources: The European Housing Situation, Geneva 1956; Quarterly Bulletin of Housing and Building Statistics;
statistical yearbooks and monographs.

(a) For notes, see table 7 (e) 1953
(b) R of living space (£) 1954
(c) 1950 (8) m of useful floor space (urban areas)

(d) In communes with up to 2,000 inhabitants.

G oged

*1300/99° 0N xeded SUTHIO[I0H
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Corrigendum
1, Table age
Replace the figures in the table by the following figures (figures between brackets
_are those 4n the table):

Finlandi 33,2 7.8 13.0 39

(33.2) (7.8) (11.0) (33)
Total: 3590.7 - 2017.0 56
(3590.7) - ~ (2015,0) ' (56)

2, Tsble 3. page 16: :
Replace the figures in the table by the following figures (figures between brackets
are those in the table):

Finland: 1956 7.6 58 2, 5., 42 17 13 .. _3.1.,9:
o (9s8)  (20.3) - () (6)  (6.6) (5 (39 (2 . (16:9)
Total: 606.8 <+ 68 42  3TLT 42 26 8%.8.  1456.0

(609.5) . (69) (42) (37209). _(42> (26) (881.8) (1441.0)

AMENTMENTS PROPOSED BY THE BEIGTAN DELFGATION

Page 20:

In lines 20 and 21 delete "in Belgium, for what period it is not clear", and insert
in line 22 the following. o

Mn Belgium, any person who has not received the State grant for the purchase or
construction of social housing is allowed remission of the property tax for ten years
on any new building undertaken, provided that such building does not exceed certain
standards." '
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Page 23:

--Replace ‘thé sentence referring to Belgium (lines 12 and 13) by the following:

"In Belgium, profits used either for constructing social housing or for granting
additional loans to staff members who have obtained prineipal loan for the construction
or purchase of a social dwelling are taxable up to only half their amount for the
purposes of the business tax,"

Pages and 35:

Replace the sentence referring to Belglum (last line of page 34, lines 1 and 2 of
page 35) by the following:

PIn Belgium, the National Housing Society (formerly the National Low-cost Housing
Society) finances up to 100 per cent the building programmes of its approved societies.”

Page 44:

- In lire 3, delete "Belgium" and insert the following sentence: -

"In Belgium, the financing of social housing built by private individuals is under-
taken by semi-public bodles which, enjoying the State guarantee of due completion, lend un
to 90 per cent of the value of the property, less any grants made to the private
individuals concerned by public authorities."

Page 45: ' ,

Replace the sentence referring to Belgium (1ines 19 to 22) by the following:

"In some cases, for example in Belgium, the loan granted by semi-public bodies to
persons building privately bears a rate of interest varying with the applicant's
particular social or family needs, but always well below the market rate, while the
amortization period is comparatively short, being usually 20 years. In these
circumstances, seeeo”

Page 47:

In line 15 delete "Belgium" and lnsert the following sentence?

"In Belgium, these grants are linked with the loans of the semi-public bodiés."

Page 50:

In the last line, between "security" and "Public ..." insert the following:

"The same applies in Belgium where, however, the State grant to persons building
privately is increased by 20 per cent for each dependent child and the rate of interest
on loans . .granted by the Housing Fund of the League of lLarge Families falls (from 2,75

per cent to 0.75 per cent) as the number of dependent children rises.
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1.

FINANCING OF HOUSING IN EUROPE
CHAPTER IV: Public Financial Aid

Corrigendum

The following description of the mortgage insurance conducted by the Federal

Housing Administration of the United States of America should bs substituted for
that on page 26:

2.

"Under the prineipal FHA program of the present law, loans that are
seoured by insured first mortgages on one-family dwel;ings ceceupied by owners
may not, under the statute, exceed 97 per cent of the first $10,000 of appraised
value; 85 per cent of such value in exocess of $10,000 but not in excess of
$16,000 and 70 per cent of such value in excess of $16,00n, The FHA Commissioner
may not initiate such low down-payments without first determining that they are
in the public interest, He may require higher payments in keeping with the
previous law in which a mortgage could not exceed 95 per cent of the first $9,000
of value, nor 75 per cont of values above that amount. The top limit in either
case 1s $20,000 for any one mortgage, By law, the terms of such mortgages may
not exceed 30 years, The interest rate may not exceed 5 per cent per annum
plus 0,5 per cent mortgage insurance premium except that interest may be as much
as 6 per cent if the FHA Commissioner finds such necessary to meet the mortgage
market, As of November 1957 the rate is 5.25 per cent, Service charges on
initiating the loan, if any, are added, Somewhat different terms apply to
other programs such as those for 'disaster housing! housing in 'outlying areas!
or on farms, housing for families displaced by slum clearance, hyusing for
'servicemen! housing for elderly persons, etc,'.
Page 27, 2nd paragraph, lst sentence, omit the words "on the United States

model",
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FINANCING OF HOUSING IN EUROPE
CHAPTER II : Investment in Housing

Corrigendunm

The following should be substituted for the last paragraph on page 4:

"Investment in housing in western Europ: increased continuously throughout the
post-war period, and calculated on the basis of current prices and the current
exchange rates it was about U.S.$5 billion in 1949 and about 10.5 billion in 1955.
The inerease in volume of constructien was slightly lower, but even on this basis
hoﬁse-building had virtually doubled from 1949 to 1955. The sharpest increases in
volume were found, from 1949 to 1950 and from 1952 to 1953. For later years then
1955 figures are not available, but it appears that since 1954 the rate of increase
has slowed down. Hogse—ﬁuilding has increased even as a percentage of gross |
national product and of gross fixed investment. In percentage of gross fixed
-investment, house~puilding in 1949 was about 19 per cent and in 1954 and 1955 about
25 per cent. Since then the percentage is liuely to have fall-' slightly. As a
bercenﬁage of grosé national product house-building was in 1949 3 per cent and in
"1954 and 1955 about 4.5 per cent., Comparing th¢3e figures with the ecalculations made
above, it w1ll be found that while housing investments for western Europe as a whole
in 1949.were probably insufficient to cover current needs, they had in 1955 con-
siderably surpassed the level necessary for this purpose, so that the housing
situation was graduslly being improved. Even that year housing investments were,
'however, well ‘below the level that would be necessary to increase the real value of
the housing steck propértionately with the general inerease of consumption. The
gap‘between'ﬁhe general consumption situation compared with pre-war and the housing

sityation was accordingly increasing instead of bséing reduced.”
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LCONOMIC COrkiISSION FOR WURODE
HJOUSING COMIITTuUE

(Item 5 (iii) of the provisional agenda
of the fifteenth session)

ENAQUIRY INTO RURalL HOUSING
Note by the Secretariatb

The Housing Committee a% its fourteeath session; ia May 1957, after
considering a preliminary paper by the Secretaria*t cn rural housing, decided
that the subjectd

M, .eees Should now be explored more fully with the help of rapporteurs

(ifr. BjErk (Sweden) and Mr, Flores-u (Romania)), and on the basis of

information obtained from governments in response to an enquiry which

would be drawn up. & report would be preparsl for discussion at the

Committee's session in the spring of 1558 and then included in final form

in the Housing Survey 1957."  (&/ECE/HOU/S7, paragraph 5(Db) ).

The rapporteurs and the Secretariat met in the ccurse c¢f the session and
agreed on a plan and time-table for initiating the work, Subsequently Mr. Bjork
prepared the main lines of an enquiry which are set cut in the Annex. The
rapporteurs and the Secretariat plan to n=et immeliately before the fifteenth
session, as a consequense ¢f which some awerdments to the outline may be tabled.
It is proposed that at its fiftcenth sessicn the Committee examine this outline,
following which the rapporteurs will prepare a cefinitive text of the enquiry,

to be circulated by the Secretariab to governnents,
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ANNEZ

DRAFT ENQUIRY ON RURAL HOUSING

Character of rural rezions

1., There doos not seem to exist a uniform definition of a "rural area'" and

it appears somewhat difficult to define thls concept in preeise terms; such
factors as the type of economic activity and the general social pattern are
frequently taken into account, For this reason a more pragmatic definitien is
generally adopted, relating to the number of inhabitants of rural agglomeratiens,
It is evident, however, that such a definition is enly tentative and that the
relation between the number of inhabitants and the rural character of the community
is very differsnt in the case of highly industrialized countrises and ene where
agriculture is predominant, It would seem useful to descridbe and in particular
note the differences in the concept of a "rural area' used in the various countries,

2. It is proposed to describe briefly the principal features qf rural areas
within the framework of their oconomic and spcial setting, noting in particular
the relative role of principal economic activities carried out (1.e. agriculture,
forestry, handicraft, industry) and indicating the economic and social status

of the rural as compared with the urban population.

3. There will be a brief discussion of demmgraphic factors, comparing the
present distribution of the population between urban and rural areas and the
population trends and developments in rural and urban areas during, say, the last
twenty years(l). Some indication will be given of the present distribution of
the rural population in, for exemple, small or large villages, housing estates,

isolated farm dwellings.

The rural housing situation
4, This will consist of an analysis of the present rural heusing situation,

comparing in particular with conditions in urban areas with respect to the

following: density of occupation and degree of overcrowding (number of dwollings
per thousand inhabitants, size of dwelling units and number of inhabitants per room);
age, type of structure and amenity standards (running water, gas, electricity,

bath, W.C., otc.)(l).

(I)Appropriate blank tables will be drawn up as necessary for the definitive version
of the enquiry, :
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5. It is proposed to discuss progress made in improving the rural housing
situation since the wor through now comstruction, reconstruction, repairs,

additional amenities and community facilitics.

Rural housing probloms
6. This will consist of an analysis of the scope and nature of the rural housing

problem, especially in terms of requirements of new housing and of repairs and
improvements to the existing rural housing stock. The consequences of migratien
from the countryside to towns will be noted in this respect (vacant dwellings,
deterrent to house-building, to the improvement of existing rural housing stock
and to the provision of amenitics and social facilities).

T Speecific rural housing and building problems will be raised and discussed,
especially in relation to the following: location of new housing (assuring aceess
to social and cultural facilities); design and standard of dwellings (taking inte
account rural living hubits, especially needs of farmers); construction techniques
and building costs; improvement techniqucs and costs (especially the supply of
running wator and sowage); particular questions of financing of rural housing
activity (adequate financial resources.and institutions, earning capacity of the

rural population, etc.).

 Government policics in relation to_rural housing

8. This will consist of a discussion of the principal features which characterize
government policies in relatisn to rural housing, nsting legislative provisions
wherc they oxist, and public or semi-public organizations concerned with rural
housing activities; specific measures taken or env1saged designed diroctly or
indirectly to stiaulatc an improvem:nt in the rural housing situation or in
particular categorics of rural housing (e.g. financial aid, provision of teehniecal
information, aided seclf-holp schomes), and including such measures designed to
improvc rural lifo as will compcte with conditions offercd by urban life, will be

deseribod and analysod.
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ECONOMIC GOMMISSION FOR EUROPE
HOUSING COMMITTER

(Item 5(v) of the provisional agenda
of the fifteenth session)

HOUSING COMMITTEE WORK PROGRAMME
Note by the Secretariat

At its fifteenth session the Housing Committee, following normsl practice, should
consider and adopt its programme of work. ‘The Secretariat has prepared a draft of
the work programme which is set out in the Annex. Amendments will be drafted in the
light of the discussions and decisions of the fifteenth session for adoption during
the session, The revised and completed document will then be submitted to the
thirteenth session of the Economic Commission for Europe.

In connexion with the Committee's consideration of its programme of work for the
coming year, attention is drawn to resolution 664 (XXIV) and its Annex concerning the
concentration of activities of the United Nations and the specialized agencies in fhe
economic, social and human rights fields, adopted by the Economic and Social Council
on 1 August 1957, In paragraph 1l(c) of the Introduction to the Annex, the Council
reaffirms a set of general principles as guides to future work in the field of
co=-ordination, and in paragraph 3 it addresses specific requests to the regional
commissions, ©Paragraph 6 of Section I of the Annex - Social Activities ~ deals with
the desirability of encoureaging exchanges of infermation on housing research, building
techniques and related matters between the various regional economic commissions,
Section IV of the Annex deals specifically with regional cconomic activities, The
full text of the resmlution may be consulted in document E/3048 (Resolutions of the
twenty-fourth session of the Economic and Social Council).

The Committee's attention is further drawn in particular to the following points:

(1). As in the past, projects that are closely related have been combined under

a single appropriate heading. Thus, for example, the various specialized
enquiries on the make-up of housing costs, methods of contracting in houée-
building, and government policy and the cost of building have been combined
under the heading "Industrialization of House~building", 06,1,3;
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(ii) Work on the financing of house-building progremmes is expected to be

virtually completed by the end of the current year and the project is

therefore not listed in the programme of work;
(iii) Enquiries are in hand on rural housing and methods of formulating house-

building programmes currently in use.

The Committee agreed that the

reports on these two subjects should be presented in Part II of the 1957

Survey and the projects are accordingly included under 06.1,1.

The Secretariat has set out below some further comments with regard to some of

the projects listed in the appendéd draft programme of work, on which additional

explanation may be useful to the Committee,

- 06.1,1 - Survey of Housing Progress and
Policies

06,1.3 - Industrislization of House-
building

06,1.4 - Collection and Publication of
Housing and Building Statistics

06.2,1 -~ Problems of Existing Housing
Stock

06.2,2 ~ Utilization of Space in Current
Types of Dwellings

06.,2,3 « Standardization and Modular
Co-ordination

With regard to Part I of the Survey, see
HOU/Working Paper No. 70. As to Part IT
of the Survey, the work on rural housing
has been entrusted to rapporteurs,

Mr. Bjdrk (Sweden) and Mr. Florescu
(Romania), see HOU/Working Paper No. 69;
+the work on formulation of house-building
programmes is in the hands of rapporteurs,
Mr., Bjork (Sweden) and Mr. Andrzejewski
(Poland), who are expected to make a
progress report. ’

This will be the main subject of
discussion at the Committee's sessions in
June and December 1958, A progress
report will be made by the Secretariat
under item 5(i) of the provisional agenda

_of the fifteenth session.

The report of the Working Party, which
will meet inmediately before the fifteenth
session of the Committee,will be tabled.
Sufficient progrecs has now been made for
one meeting each year to be envisaged in
the near future.

The work is in hand by the rapporteurs,
Mr. Vanderveken (Beigium) and Mr. Macovel
(Romania) ,

An enquiry has been circulated and the
work is in the hands of the rapporteurs,
Mr, Blackshaw (United Kingdom),

Mr. Blokhine (USSR) and Mr. Lebegge
(Belgium), in consultation with the
International Union of Architects (UIA),

See HOU/Working Paper 68,
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ANNEX

DRAFT PROGRAMME OF WORK OF THE HOUSING COMMITTEE

06,1 ~ Priority Projects of a Continuing Nature
06.1,1 ~ Survey of Housing Progress and Policies

0601Q2 -

The object of the annual survey prepared by the Secretariat is (e) to
roview the main current developments in the field of housing as a basis for
an annual examination by the Committee of housing policies pursued and
results achieved, and (b) to consider what action might be taken to deal
with problems thus analysed, Part I of the next Survey will describe and
discuss the main housing trends and the principal changes in housing
policies in 1957. The following problems of a more long-term character
were provisionally selected for fuller analysis, with the aid of rapporteurs,
in Part II of the Survey: (a) rural housing, especially an analysis of the
present rural housing situation and govermment policies in relation to rural
housing; (b) methods of formulating house-building progremmes currently in
use,

Houging Problems of Less Indugtrialized Countries

The object of the project is to assist governments of the less
industrialized countries to develop and expedite their housing programmes
and there is an ad hoc working party to deal with these problems. In the
present plan of this work, questions of practical collaboration between the
southern European countries are being examined between experts from the
countries concerned; one is the prospect of developing the production of
building materials, components and equipment, on the basis of a more
rational division of labour between the countries concerned; and the other,
the possibility of developing regional arrangements for the promotion of
building research, including the dissemination of up-to-date technical
Information.

0641,3 ~ Industrialization of House~building

A comprehensive enquiry is being carried out by rapporteurs and the
Secretariat on governments' technical policies, with particular referencg to
the industrialization of house-building and the reduction of the cost of
house construction, The réport will discuss the nature and make-up of
housing costs in the different countries; analyse the organization of
demand, including such questions as the scale and continuity of demand,
contract practices in the building industry, and the standardizetion of
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house plans, materials and components; and examine the structure of the
industry and the organization of production, including such questions as
prefabrication, mechanization and research and the application of research

in practice.

0641,4 - Collaction and Publicetion of Housing and Building Statistics

The Committee through its Working Party of statistical experts:
(1) advises the Secretariat on the preparation and issue of the Quarterly
and Annual Bulletins of Housing and Building Statistics for Europe; .
(1i) continues to seek agreement on standard definitions of housing

concepts and terms with a view to improving the degree of precision and

international comperability of Europesp housing and building statisties;
(1ii) exchanges information on national studies and statistical methods
relating to housing and building. Work in this field is co~ordinated with
that of the Conference of European Statisticians and of the United Nations

Statistical Commission.

06,2 - Priority Projects of an 4Ad Hoc Nature
06.,2.1 -~ Problems of Existing Housing Stock

An enquiry is being carried out by governmental rapporteurs on the:
policies pursued and methods of preparation with regard to programmes for
the clearance of dwellings unfit for human habitation, and re-housing
programmes, including the identification of sub-gtandard dwellings and the
improvement of existing dwellings. The purpose of the project is to
exchange experience on the organization and execution of such programmes

and to draw conclusions where possible.

06.2.2 ~ Utilization of Spaece in Currpnt Types of Dwellings

The report will present plans of typical dwellings in selected
categories recently built in urban and rural areas, together with particulars
on standards prescribed for low-cost housing and current regulations or codes
governing ceiling héights and certain facilities and equipment; each type
plan presented will be described and information will also be given on the
equipment normally provided and if possible on the mode of living for which
the dwelling was designed, The purpose of the enquiry, which is being
carried out by governmental rapporteurs, is to exchange information and
experience on the utilization of space in curreht types of dwellings,
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06.2.3 - Standardization and Modular Co-ordination
The Committee decided that in view of the importance of inter-

governmental co-operation on stendardization and modular co-ordination,
both from the point of view of reducing building costs and of developing
trade in building materials and components, an ad hoc meeting under the
auspices of the Housing Committee should be held as soon as possible to
consider what action could be taken by governments to promote and
accelerate the practical application of standardization and modular
co~ordination, and to examine its impact on trade in building materials

and components.
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ECONOMIC COMMISSION FOR EUROPE
HOUSING COMMITTEE

(Item 7 of the provisional agenda
of the fifteenth session)

DRAFT ANNUAL REPORT OF THE HOUSING COMMITTEE
TO_THE ECONOMIC COMMISSICN FOR EUROPE

The Secfetariat has prepared, so far as practicable, a draft of the ennual
report on the work of the Housing Committee, to be submitted in the usual way
to the Economic Commission for Europe at its thirteenth session. Following the
procedure adopted in the past, it is suggested that after consideration by the
Committee the report should be approved in final form by the Chairman and the
Vice~Chairman.
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REPORT OF THE HOUSING COMMITTEE TO THE ECONOMIC COMMESSION FOR EUROEE(l)

I, INTRODUCTION

Status of the Report
1. The present report on the activities of the Housing Committee and of its
subsidiary bodies covers the period from 16 May to 3l December 1957. The report
was examined in draft by the Committee at its fifteenth session. The final text
wag approved by the Chairman and Viece-Chairman of the Committee on its behalf.
IT. ACTIVITIES |
A, Relating Essentially tg the Economic Aspects nf Housing Palicy

2, The Committee at its spring session had jts annual discussion of Buropeen
housing progress and pelicies, based on the Secretariat's provisional version of
the annusl Survey of the Housing situation in Europe in the preceding year. The
Crmmittee reviewed the main developments, especially: the level and rate of hpuse-~
building, its relation to housing requirements, and prospects and perspectiwes for
the future; the movement of rents, building prices and cnéts; manpower changes;
and recent changes in housing policy affecting in particuler financing, rents,
technical questions, town and country planning, administrative and organizational
changes, and the scHpe and direction of housing programmes and policies. The
Committee also considered certain long-term problems relating to the formulation
of house-building programmes, especially concepts and methodolegy used in differept
countries, and housing menagement, including the organization and techniques of
meintensnce, The provisional repsrt was subsequently reviewed and completed by
the Seereteriat in the light of the Committee's discussion and issued for general
distribution (Europeen Housing Trends and Policies in 1956, E/ECE/292, July 1957) .
3, The scope and methods of work for preparing the next and future annual Surveys
were considered by the Committee [;o be completed in the light of the review of

the provisional outline, HOU/Working Paper No. 70/. The Committee, during its
autum session, had a first exchange of views on the main developments in the field

of housing in the current year.

(1) Subject to amplification or emendment in the light of discussion to be held
and decisions to be taken at the fifteenth session of the Committee.
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4. Arising out of a discussion of certain problems raised in the Housing Survey,
the Committee decided to uﬁdertake, with the aid of rapporteurs, more detailed
enquiries on certain questions treated en a longer-term basis, namely on rural
housing end on methods of formulating house-building programmes currently in use
[Eb be completed as necessary after review of the draft outline cf the enquiry

into rurel housing, HOU/Working Paper No. 69/.

5. The Committee examined comprehensively problems of housing‘finance on the
basis of two suceessive provisionel versions of a detailed report on the subjeet
prepared by the rapporteurs and the Secretariat., The main purpose of this work
was t0 set the different elements of financial policy in relation to housing within
a single fremework and to draw, wherever appropriate, conclusions and recammendations.
The debate concentreted in turn on the following main subjects: economic and
. finencial problems of housing, investment in housing, sources of capital for housing
and the financial institutions concerned, and public financial aid‘[;b be completed
in the light of the discussion of HOU/Working Paper No. 66 and addendé7.

B. Relating to the Technical Aspects of Housing Policy with Particul

Reference to Redueing the Cnst _of Housge Constructigg , .

6. Work by the Secreteriat and rapporteurs cohtinued on the preparation ef a °

comprehenglive report on government technical policies with particular reference to
reducing the cost of house-construction, The purpose of this prajeet was to
present a systematic and comparative analysis of measures taken by governments to
reduce or limit increases in the cost of house-building and to arrive at conclusions
and recommendations, A first provisional version of the report will form the

" principal item of discussion at the Committee's mixteenth session in June 1958,

7. Repporteurs appointed by the Committee undertook a comprehensive enquiry on

the utilization of space in curfent types of dwellings. The report will present
plens of typical dwellings in selected categories recently built in urban and rural
areas, together with particulars on standards prescribed for low-cost housing and
current regulations Or codes governing ceiling heights end certain facilities and
equipment; each type plan presented will be described and information also given -
on the equipment normelly provided and if possible the mode of living for which the
dwelling was designed, |

8. In view of the imporbance of inter-governmental co-operation o standardization
end moduler co-ordination, both from the point of view of reducing building costs
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end of developing trade in building materials and components, the Committee decided
to hold an ad hoc meeting in 1958 to consider what action could be taken by govern-
men'f.s to promote and accelerate the practical application of standerdization and
modular co-ordination and to examine its impact on trade in building materials and
components Lto be amended and completed in the light of declsions to be teken on
HOU/Working Paper 68/.

C, Housing Problems of Less Industrialized Countries -

9, The Committee!s activities relating to the housing problems of less industrialized
couﬁtries reached a stage where work was vndertaken by rapporteurs appointed by an

ad hoec Working Perty concerned with this pubject, Two questions of practical
co-operation betweeri the southern European countries were considered : one concerned
the prospects of developing the production of building materials, components and
equipment on the basis of a more rational division of labour between the countries
concerned; and the other the possibility of developing regional arrangements for

the promotion of building research ) including the dissemination of up~to-date
technicael informaticn,

D. Housing and Buildi_r_x_g Statistics

10, In 1957 the Quarterly Bulletin of Housing and Building Statisties for Europe was
in its fifth year of publicetion., As a result of progress made in arriving at
stendard definitions of concepts and terms and in improving the supply of statistical
information, the Quarterly Bulletin was issued for the first time on a subject rather
then a country basis (Vol. V, No, 2)., Bibliographies on studies and on statistical
methods relating to housing end building continued to be published from time to time
in 1957 as a supplement to the Quarterly Bulletin. Final arrangements were mede
for the first issue of en annual bulletin of housing end building statistics for
Europe., '

11, The Working Party on Housing and Building Statistics agreed on standard definitions
of an additional number of concepts emd terms and continued work on others with a
view to improving the accuracy and compearability of European housing and building
statistics, The Commltteets activities in this field are co-ordinated with’that

of the Conference of Europeen Statisticisans and of the United Nations Statistical

Commission,
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BE. Inter-regional Co-operation

12, As in the paest, close touch has been maintained with the work of the regional
Economic Commissions and of other United Nations organs and Specialized Agencies,
and the attention nf the Housing Committee was drawn to relevant activities under-
teken by these bodies, Reports on Committee activities on a number of econamic
and technical questions in the field of housing end building were made to the

ECAFE Working Party on Housing =and Building Materisals.

F.,. Decisions of the Twelfth Session of the Economic Commission for Europe

13, The Committee took nnte of a paper by the Secretariat summarizing the discussion
and the decisions taken at the twelfth session of the ECE aa they affected the work
of the Committee (HOU/Working Paper No. 64). The implications of the Commissionts
relevant decisions were given effeet to in the work programme.

G.: Technicel Co-operatinn

14, The Committee discussed wegys and means of promoting and facilitating technical
co-operation between countries of eastern and western Europe in the light of the
Commissionts resolution on this question (resolution 3(XII)) ﬁ;-o be amplified end
completed in the light of discussion of HOU/Working Paper No. 67 and of items of the
agenda 3(ii) and (iii) 7.

H. Programme of Work

15, The Committee's attention was drawn to resolution 664(XXIV) (and its annex)

of the Economic end Social Couneil concerning the concentration of sctivities in

the economic, social and human rights fields. The Cormittee approved its programme
of work for the coming year, for presentation to the thirteenth session of the
Commission [’Eo be amplified as necessary in the light of discussion and decisions
on HOU/Working Paper No., 7_17.

IIT1. ORGANIZATT ONAL STRUCTURE

16, The following served as officers of the Committee amnd of its sub\sidiai'y bodies:

Housing Committee: Chairmen Mr. BONNOME (Frence)
Vice~-Chairmen Mr, CERVENKA (Czechoslovekia)

Working Party on Housing Cheirman Mr, ANONSEN (Norway)
and Building Statistics: Vice-Chairman Mr. MACOVEI (Romenis)

Ad hoe Working Party on

Problems of Housing

Development in Less Chairman : Mr. PAQUAY (Belgium)
Industrialized Countries: Vice-Chairmen : Mr, MAKSIMOVIC (Yugoslavia)
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IV, MEETINGS HEILD

Housing Committee:

Working Party on Housing
and Building Statistics:

fourteenth session
fifteenth session

eighth gession
ninth session

29 to 31 May 1957
20 to 22 November 1957

27 to 29 May 1957
18 and 19 November 1957
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Ec%i\lomc COMMISSTON FOR EUROPE &
. HOUSING COMMITTER

STUDY TRIP T0 FRANCE
Note by the Secretariat

Addendun

The following additional information has been received from the French
authorities:
MEETING PLACE : The motar coach {ur coaches, if needsd) will be
waiting far the participrnts at the PATAIS DES NATIONS,
the seat of ECE, and will be leaving from there at

2 p.m,

ADDRESS OF THE PARTY
IN_GRENOBLE

The party's address Guring its stay at GRENOBLS will
be : EOTEL DES 3 DAUPHINS, 2 rue Félix Poulat.
Telephone : GRENORLE 44-02 - 71/72 and 73.

Payment should be made »y 15 Ncvember to the

PAYVENT OF SHARE OF COSTS

correspondent of the Agency responsible for arranging
travel and accommodation : ;

Mr, E. UNTERNEHRER -~ WATA-FERT & Cie =

1, rue du Mont-Blane, GENEVA

(Telephone : GENEVA  32-~70-10).
For the above purpose, one Swiss franc will be taken
as equivalont to 100 French francs.

REGISTRATION Those wishing to participate are requested to register

imm@@iately, as the final list has to be drawn up in

Paris very early in November.
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PROPOSED TIME-TABLE OF .FORTHCOMING HOUSING MERTINGS

Following its usual practice, the Secretariat proposes, below, a time-table of
the forthcoming meetings of the Housing Committee, the Working Party on Housing and
Building Statistics, and rapporteurs. Whilst it is natural for the Committee and
the Statistical Working Party to agree on their time-table, the Secretariat has
suggested an order in which items on the agendas might be taken up. This suggestion
takes into account, on the one hand, the wishes of several delegates, in particular
those of the President of the CIB who, though unable to6 remain for the entire session,
has been invited by the Committee to make a report under item 3 (ii), and, on the
other, the availability of documentation.

So far as rapporteurs are concerned, only two meetings have been definitely
scheduled, since each will require epproximately a full day with interpretation
services, but other éhorter discussions will take place as necessary and as time
permits.

Monday, 18 November: 10 a.m. - Rapporteurs on financing of housing
[Mr. Detskov. (Bulgaria), Mr. Salalin (France),
Mr. di Lorenzo (Italy), Mr. Seip (Norway),
Mr. Andrzejewski (Poland), Mr. Burroughs
(United States of America) and Mr; Roert
(International Co~-operative Alliance

10,30 a.m. - Working Party on Housing and Building
Statistics
- Item 1: Adoption of agenda
- Item 2: Activity of the Conference of
Buropean Statisticians
~ Item 4: Statistics on the value of con-
struction, building cost and
building activity
3 p.m. - Rapporteurs on financing of housing (continued)
3 p.m. -  Working Party on Housing and Building

Statistics

- Item 4: (continued)

- Ttem 5: Concepts and definitions of housing
and tuilding statistics
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Tuesday, 19 November: 9.30 a.m,

10 a.m.

3 p.m.

3 p.m.

‘Wednesday, 20 November: 10 a,m.

2 p.m.

3 pem.

Thursday, 21 November: 10 a.m.

3 p.m.

Friday, 22 November: 10 a.m.

Working Party on Housing and Building

Statistics

- Item 3: Statistical bulleting on
housing and building

Rapporteurs on utilization of space in
dwellings '
/Mr. Blackshaw (United Kingdom),

Mr. Blokhine (USSR), and Mr. Lebegge
(Belgium) and a representative of the
United States of Americg7

Working Party on Housing and Building
Statistics ' !
- Item 3: (continued) o
- Item 6: Any other business

Rapporteurs on utilization of space in
dwellings (continued)

Housing Committee
- Item 1: Adoption of agenda
-~ Item 3: Technical co-operation:
(i) : tentative long-term programme
of group visits
(1i) : work of the CIB
(1ii) : co-operation with other inter-
national organizations

The Working Party on Housing and Building
Statistics should be convened for one
hour to adopt its report

Housing Committee
- Item 2: Finaneing of housing

Housing Committee
- Item 2: (continued)

Housing Committee
- Item 2: (continued)
- Item 5: Programme of future work:

(i) : preparation of report on
government policy and the cost
of building

(i1) : arrangements for an ad hoc
nmeeting on standerdization and
modular co-ordination

(1ii) : enquiry into rural housing

Housing Committee

- Item 5(iv): Preparation of the 1957
Housing Survey

- Item 5(v) : Progress of remaining work
in hand and adoption of
programme of future work
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Frid 22 November: 3 p.m. - Housing Committee
Zcontinueds - Item 4: Report of Working Party on

Housing and Building Statistics

Item 6: Schedule of meetings in 1958

Item 7: Annual report of the Housing

< Committee to the Economic Commission
for Burope

- Item 8: Any other business
- Ttem 9: Adoption of report of session
#* * *

. -,

Meetiﬁgs of the Committee and the Working Party on Housing and Building Statisties will
be held in Salle III; the meetings of rapporteurs as scheduled will be held in
Room D, 118.
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'HOUSING COMMITIZE :

List No4 of WQrking Pape”s in the HQOU Series and
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ECONOMIC COMMISSION FOR EUROPE
HOUSING COMMITTERE

STUDY TOUR TO CZECHOSLOVAKIA
Note by the Secretariat

At the thirteenth session of the Housing Committee in December 1956 the
Czechoslovak delegation extended an invitation to members of the Committee for a
group visit to that country to teke place in 1958 (E/ECE/HOU/64, paragraph 19).
Subsequently, in discussing a programme of group visits, the Committee agreed at
its fifteenth session in November 1957 that there would be a comprehensive group
visit to Czechoslovakia in June 1958 (E/ECE/HOU/71, paragraph 4{(i)), A detailed
programme of visits has now been drawn up and transmitted to the Seeretariat by
the Czechoslovak delegation (see Annex I). Delegates wishing to take part in the
study towr are asked to complete in duplicate the registration form (Annex II) and
send it before 31 March t0. address indicated. Participants are also asked
t0 remit their paymentsfby 15 Maey jn the manner indisated.
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STUDY TOQUR TO CZECHOSLOVAKIA

Note by the Secretariat

Corrigendum

A typographical error concerning the cost of the Tour has been discovered

in the note submitted by the Czechoslovak delegation.

I, page 4, line 2, should be Sw,.fr, 386 per person instead of Sw,fr, 286,

The amount shown in Annex



