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The present document has been drawn up by several different rapporteirs and i
on this account it may cccasionally lack homogeneity.

Furthermare, as it was desired to submit the report in advance of the meetin
of the Economic korking Party of the Hcusing Sub~Committee there was no time 4
revise it in detail. It is also possible that errors have crept in here and
elther through the misinterpretation of certain methods of financing, or for ‘Ke
other reasen,

It would be helpful if the various experts would submit any corrections
required for their respective countries in the form of corrigenda and draft
amendments in writing, if possible before 1 December, to enable the repert to be
put into final shape at the earliest possible date and to prevent any time being
lost over the discussion of details at the working Party's next meeting, Their
special attention is drawn to the chapter concerning their own country; it is
possible that in some cases the whole chapter may need to be recast,
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INTRODUCTION

The Housing Sub-Committee of the Econcmic Commission far Europe has been
engaged for some years on a comparative sﬁudy of the experience acquired by the
various BEuropean countries in the field of housing construction, Its aim is tn
provide experts and governments with data to assist them in formulating their
policy, while leaving it to them to decide tn what extent any particular method,
technlque or regulations could usefully be applied in their own country in the

llght of their individual circumstances and conditions,

The present report, which is the outcome of a resolutinn adopted by the

Hou31ng Sub—CQmmlttee at its January 1950 session forms part of this work.

Of the factors adversely affecting hou51ng costs today, the cost nf financlng‘
is a far from negligitle one, According to the total expendlture, the current
interest rate and the c&ndltlnns governing the repayment of loans, the sums which
the builder may be required to refund by instalments sometimes amount to twice the
cost of construction proper or even more, In addition, the financing methods
applied in practice may themselves promote or discourage certain trends in the
building 1ndustry to a greater or lesser degree, thus helplng to reduce building

costs or on the other hand tp restrict building, .

The initial purpcse of the prcsent rvport therefore, is: (1) to give some

A idea of the flnanc1ng techniques applied and (2) to ascertain whether certain of

them appear to possess greater flexibility and to entail less exXpense, HOWBVur,

the position in the varlqus countriss differs very widely, and it 1s impessible

to obtain a clear grasp of thé methods they employ, without taking into consideration

their legal and financial structure, the economic conditions peculiar to each of
them and the ensuing difficulties, It has therefore been found necessary 1o

devote several chapters to a comparison of the economic situation ohtaining in the f
various countries and of their housing policies, Such comparisornis are, however,

merely explanatory, nn attempt having been made to assess the efficacy of the

pelicies pursued, Nor cmuld this be done in a'report'of an internatienal

character, since the conditions, whether psychological or practical, are toc complex,
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The report, therefare, has of nece851ty been confined to an attempt to brlng

out certain points which seemed to be common ‘to most if not all countries, to
‘stress certain difficulties which appeared to arise in some of them, and to
describe the methods employwd by a particular country when these seemed to be
outstandlngly effective or Ollglnal. In order to provide a clear picture of the
' relative Amportance of the techniques applied in individual countries and their N
mutual 1nterplay, a summary has been given in Part IIT of the report of the

financing methods used in each case.

These methods, while constituting one of the main factors in housing pelicy,
are not the enly factor, A mere analy31s of them, therefore, can hardly provide
an sccurate reflectlon of that policy. It is simply as one of a series of studies
covering the various aspects of housing policy that thls report may be of value,
Noreover, 1t should always be borne in mind that these various aspects influence

cach other, 1In particular, the conditions governing rents and the levels at .

which they are fixed(l) have a considerable effect on financing methods.

Every one of the countrles studied has 1ts own rent legislation. These laws
differ very widely and their scope also varies; in some countries rents are
controlled, while in others one or more free sectors still remain, although in all
of them the rents of old houses, which still make up the bulk of house property,
‘appear to be subject to regulation. Furthermore, rent levels not only vary widely
from country to country, but often differ within one and the same country according
to the particular sector or date of construction. It is not proposed in the
present report to mske a comparative study of rent legislation or to ascertain what
effect existing rent levels and control procedure may have in 1nd1v1dual countries
on the econgmic situation or on social conditions, and to what extent that situation
or those conditions gave rise to the regulations,  Neither has the investigation
covered .the amount paid in rent; thus no comparison has been made of the
proportion of. their income which rent represents for families in the various parts

of Europe, or of the extent to which the rent covers the énnual charges on new

(1) ‘Although, in certain countrles many famllles own the dwelling in which they
-live, the average annual. amount which people everywhere are prepared to pay
for their living accommodation may be said to be basically determined by the
rents commonly charged,

o
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houses. However, a point to be noted is that the inadequate rents at present“
charged ~ or in certain countries the lowness of the rents which “he Government )
considers gan be borne by the population or certain social groups - is one of i/////
the chief ohstacles, if net the sole obstacle, to the financing of housing at

the present time, It is the main reason for financial intervention on the

part of the public authorities, a further reason (a secondary one in mest
countries) being the compensation payable to the owners of house property

damaged during the last war. The actual provisions of the rent legislation

and normal rent levels also appear to have a bearing on the choice of financing

methods. One initial conclusion which the survey brings out is that financing

policy is clesely linked with rent policy, which explains why in some countries o

the same government department is responsible for handling both préblems.
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Chapter 1

MAIN PROBLEMS INVOLVED IN THE FINANCING OF HOUSING

In every country, there are two nain problews influencing the pclicy adopted
for finsneing housings: the amcunt of annual finencial ¢charges and the couverage
of risks. In scue ceses, the lack of scvings in particular gives rise to

further problens,

Ancunt of annuel finesncial charges

In most countries, the suns set aside each year by the occupunts of newly
built dwellings to pay for their living accommodation exceed the expense of
upkeep, rates end taxes and generol men: genent costs. The remainder after payment
of these sums, however, is usuaiiy insufficient, without the aid of the public
authorities, to meet the annuel interest and amortization charges on the
building capitals Such chsrges depend on the total capital, the rete of interest

and the ccnditions and duration of amortizatiun,

The amount of capitel reguired depends on building costs, Ifforts to
reduce those costs are therefcre being made in the various countries concernec.
A recduction in cost may be brought about in the first place by lowering the

standard of the dwellings in respect of quality of e.nstruction, surface area

of premises, or amount of fittings. While in this connection conditicns are laid

down everywhere foif the grant of assistance by the public authorities, there are
very few countries in which any lowering of the average standard of housing is
attenmpted, although possibly in countries where the crisis is particularly zcute,
stendards less high than those st present in force might'well be adopted as a
provisicnal measure. .Practically the unly examples of this today are found in
Germany (Western Zone) where the liuits laic down fur the grant of State loans
appear t¢ be narrower than before the war, and in the Netherlands, where for the

time being, enccuragement is given to the construction of dwellin,s intended for
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single families but temporarily divided up tc house two families, Since one of
the main purposes of the present housing policy is to prov1de the population with
better aCCOmmodatlon, the public authoritics do not as a rule adopt such a course
and the supervision they exercise in conuexion with the advantages they offer is
designed as nuch to prevent the lowering of recugnized standerds as to see that

they are not exceaded. In fact one of the reasons which in some couniries has

“apparently led publlc authorities to refuse assistunce td bullders generally or

even to persons wishing to build their own h uses, has been the fear that the

dwellings might not always come up to adequate hcusing standards.

L8 regards the financing methods employed in the various ccuntrlns, the

desire to reduce comstruction costs is shown by three different - sometlnes

conflicting, sometimes couplerentary -'tendencies. The first of those tendencies
involves a high degree Vf contrcl, the authorities exercising close supervision
even (ver the details of the actual operaticns connected with the building of
houses. for which State aid is -rovided and endeeveuring to influence dirsctly
the cost of constructlon. The rusult of thiS'tendency is usually to make State-
aid proporticnate to the exact cost, and at the seme time virtually to restrict
this aid to public bodies, or to non-profit»maklng bodies closely controlled by
the State, The sccond tendency is in the cpposite direction, namely, to assist
builders mainly investing their own capital, in cther words to encourage private
enterprise. In this case the self-interest cof the owner is a strong inducement

to reduce costs, and one which does not apply when bullding operations are in the

“hands of public or semi-public bodies derivin. almost the whole of their finaneial

resourcaes from loans and dirscted by individusls not perscnally involved, Indeed

it would actually appear to be with the cobject of enc.uraging owners to aim at

reducing casts that subsidies crented by the public authorities are sometimss

in the neture of a lump sum grant, irrespective of the actual cost of any

‘particular buildings ‘ The tendency in:one or the obher directicn may be more or

less marked accurding to thercountry,  Murecver, the, procadure followed is

sometimes contradictory, the desirg-tu reducs. ¢ust, cunflictlné wmth the endeavour

T o prevent any lowering of -huusing standard5¢"gAt,agymrgtp,dwpeygyer.phe,a351stance

is ccmprehensive and leaves the builder no risk (or opportunity for making a profit)
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direct intervention by the Stete in thoe control of %u*lding gperations would
appear to be in.scgpable over ¢ len$ish pericd, Finglly, im <1l countries, thoupgh
in varying degrees, a third tondency is Mscern dole in the sphere of financing -
the spscial enc.urs.esent of bodiss interesbted in proup huilding, and often enough'
in nraﬂ*lcv, the special cncouragouent of foirly large-scaie undertakings., On

the utngf and, it would appsar that except in the Netherlands, special

» arrengenents for ecopomy bonuses peyeble to builders are sold.m to be fuund,

spart from building costs proper, the cost of a dwelling includes both the
' price of the land and the finencial charges. The probleus conneched with the
i search for available ground and land speculation, are mabtlsrs of concern in
[ most countries. They appear to be dealt with most satisfactorily in places where
the local authorities own considerable land aud pursug a policy of land
allocation by which uhby are able not enly to make sitcs.avallable to builders
at reasonable prices, but in addition to play a part in Stﬂblll?lng the market.
‘ The financisl chargss normally involved in a puilding operation (purchese of
land, loan charges etc,) are by no mcans negligible, Including rates and taxes,
they often amount to 10% or wven more of the totsl costs, Lo 83y nething of the
charges which cannot be expressed in figures (time taken over formelitics, <tc.).
It ough® to be pussible to reduce these in carbain countries, by improving the

! mortgage system for example,

Whils the ennusl finencial Chqrgcs are proporiionate 1o the amount of
capital'invastcd'in a building opcration, they consist essentially of the intersst
on that capital; representing s sither the funds invested by the owner himgelf,

. or loans., The contribution of copital by the builder is cs @ rule very swall
nowadays, though it is encouraged in somc countries, which apperently ¢xplains
why the public authorities glve assistaonce to private building; An owner
investing his own capital will g.nerally be prepared to accept a rate of interest
lower than the general murket rate, Indeed the question crises whether from a

1)
' . . “ . . A .
strictly financizl standpoint the offect of the present Lendﬁncy< /in many

countrics for building to by carried out by public bodize or non-profit-making

o ———a A e AR

(1) The causes underlying tnis tendency ere discussed in the later chophers.
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concerns with capital consisting almost entirely of loens, is not in practice to
increase the amount payable as interest on capital, or to involve the public

authorities in greater expense.

The rate of interest of real estate loans(l) depends primerily on the
general money market rate. There are wide virietions, up to 2003 (3%, 33% to 8%
and 10%) between the rates current on the money markets in the various countries..

(2)

payable by house-owners is often less, according to the term of the loan, but it

No doubt the difference botween the highest and lowest rate of annual charges

would appear to amount to at least 1007 in the case of private loans. Hence, the
general interest-rate policy hes an overriding influence on housing policy and on
the extent of assistance the State is likely to provide in one form or another

(reduced rate of interest on State loans, subsidies ete.),

In a numbor of countries, however, the interest rates on real estate loans
(disregarding sStete aid), even on first mortgage, are higher than the market rates.
This is an anomaly explainable only by defects in the mortgege system or in the
system employed in the banking houses specialising in real estate loans. 1In
addition, sscond mortgege loans differ in extent and rate of interest from one
country to another, again, States oceasionally =sk for a first mortgage against
the losns they make to public organs or private bodies closely under their control,
thus preventing thom from obtaining supplementary loans at reaéonable rates,
Interested governmonts should give special consideration to these various points

since a different of 1% in the intercst rate means in practice that owners -~ or

(1) For Staote loans, interest rates are ¢enerally lower than for other loans,
the ‘former being the usual manner in wilch financial sssistance is given
by the public authorities. The cost of such assistance naturally dspends
on the amount of the reduction, in other words on the rate of interest
current on the market,

(2) Where annual charges are fixed (interest plus amortization).
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the authorities where they make up the differcence - have to pay n all an
additional 10% - 60% of the amount of the loen, according to the term for which

-

it is granted.

In several countries, however, systems have been worked out providing for
less costly moone of financing. The most widespread of these systems is the use
(either direct or indirect) of savings bank funds., Possible misgivings as to the
drawbacks of making partial use in building cf short-term investments do not appear
to heve been confirmed by the expericnce of countries in which the practice has
becn in forece for many years, Use is also made occasiunally'of funds of the Bank
of issue, but this practice is less cummon, and is invariably restricted to short-

or medium~term borrowing.

The policy of Stetes has been to mike up the differcnce between the normal
interest rate on roal-cstate lcans and the rate paid by owner/builders. Various
schenws have besn tried: direct State loans tc builders covering almost the
entire capital, - e.g, in the United Kingdom, Norway and France (for low rental
dwellings); supplementary loans of smaller amounts, but with interest ratzs so
calculated thzt in the ag repate the builder pays a reduced rete of intercst on
all his loans (Germany, Denmerk; Sweden); State rebstes to bring down the
intcrgst rate; subsidies in the form of cnnuel payments in which the amount is
net proporticnate te th. intercvst rate on loans. Jv:nkcapital subsidics tu some

extent fulfil e similor purpose,

The term and conditions of repayment of loazns, whether public or private,

differ widely frum one country to ancther.

Logically, it would seem desirable for the writing-off of losns to keep pace

with the normcl depreciation of the houses., But it weuld sppear thet oxcept in

(1) It may also be mentiouned incidentally thet the interest rate on loans
during building oporatiuns is generelly high.r than thit on loans made once
the house is finished. The problew of fincneing, as it affects both
contractors and owner/builders while operetions are in progress, calls
for a scparate study.
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those countries whers wooden buildingékare still féirly common, the loan term ie
based on other reasons. The probable lifetime of a house is of course often a
difficult matter to determine, Technically, sume houses will 1ast.more or less
indefinitely, being renswed piccemcal as the occasion for repairs.arises. On

the cther hand, changing social conditions often involve the demolition of houses
or meke them for practical purposes unusable without thorough renovation amounting

almost to reconstruction, No éystematic overall study seems to have been made

- with a view to assessing in any given instance what would appear to be the

prbper rate of amortization frem a technicel or sconomic standpoint, Yet
although any such study would tend t¢ be somewhat theoretical, it would
nevertheless provide a preliminary basis, almost entirely lacking today, for
deternining the ideal length of the amortization period.

The geheral trénd at present appears tc be to shorten the term in the case
of private lvans, particularly after the monstary upheavals of the last few.
years, but to extend it in the case of State léans, with a view to reducing the

annual charges payable by owners,

In the same way, amortizeticn arrangements, for all their varisty, show a
general tendency to reduce the present burden at the expense of the future, by
lowering the amortization rete of State loans during the first few years, and
at the same time reducing the interest, often simultenecusly. This is a very
clear indication that Stetes harbour a hope that the present maladjustuent may
be rectified in the future, e.g. by a gradual reising of rents, This view may
quite possibly bs over-optimistic in certain instances; for while there is
reason to count on an improvement in the return on building in a number of
countries, side by side with this, expenditure on upkeep is likely to increase
as the houses grow older; so that the funds available for payment of interest
on capital and amortization may not increase to any great extent - unless of

course there is a devaluation of the currency.

Two final points: First of all, in countries where interest rates are
very high, amortization represents only a small proportion of annual charges.
Hence there is no point in taking out long-term loans and thus providing for
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annual subsidies over more than ten or fifteen ysars where Stute aid takss the
form of annual subsidis¢s, This considerstion does not -always appear to have

been borne in mind,

: ~ Seccndly, the system applied in the Scandinavian countries, especially in
Denmark, in the matter of private loans on first and second mortgages, is to .
be recommended, The systém is that the redemption of loans on a first mortgagem

is not effected until the repayment of the second mortgege loan is completed,

Risk Coverage

Whether the capital is fumished by the cwner vr is in the fum of loans,
| ‘ ‘it is in all instances invested for a long peribd, Hence payment of the annual
tharge necessary4to provide a return on the capital and to cover amorid zation
rust also be made over a long period, wuven if at the time of construction the
financial equilibrium of the operati@n as a whole seems safe enough, and if
\ . reasures are taken to cover in the norual way, with or without public aid, the
annual financial charges, the fact rewains that a muiber ¢f unforeseen
circumstances may arise to chenge the criginal outlock, Hence the capital
invested runs a risk which is by no means negligible, and the problem of covering
this risk is the next problem which asrises uncer the'hsading of finencing of

housing,

The risk is greater today, for a nuuber of reasons, and the present trend
in many countries is t¢ place the burden eSsentially on the shoulders of the

authorities,

One foature which became very cleer in the ccurse of the investigation was
thot the assessment of this risk is largély depsndent on the extent of the
. discrepancy bstw:en rents of new buildings encd those of old buildings. The ’
greater the discrepancy, the greater the reluctance of private capital to commit \/
itself over a long period, sxeept vccasionally et very high retes of intersst,
- ‘ To give an example, privste landvbénks in Sweden meke first mortgage loans of
’. up tu 65 per cont of building cos‘ts, .where‘as in Denuark such loens cover only
' 35 per cent., Yet in these two co#ntries the rents for new buildings are roughly

comparable, though in Sweden rents for cold and new buildings are at more or less
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the same level, whereas in Denmark the difference is very considerable. A further
example is the fact thet in France and Italy, while rents for new buildings are
complvtely unrestricted and althcugh the housing situation in some towns is most
critical, there is very litile building of new dwellings for letting purposes,
whereas a fairly con51derable nuber of buildlngs are geing up for sale tc owner-
‘occupiers on completion. In other words, investors refuse to run thb rlsk of

long-term 1qvestment. Only persons in need of houses to live in are wllling to

‘toke the riéka As a matter of fact, this situation arises even where the merket

valué of new houses is in the neighbourhood of the cost of construction, or even
higher, owing to the shortage of sceommodstion in the towns. This is easily
explained, Old houses are still by far the most numerous, and the lonc~tgrm risk
is that an 1mprovement in the housing situztion may result in the re-adaustment
of rents at a level nidway between those for old houses and thuse fur new ones
and p0531bly rather nearer to the formgr. The financizl balince assessed at

the tiue of bullding runs the risk of being upset, and even though the market
value, of new bullglngs is high nowadays as a result of the critical state of
affa;rs in partlcular localities, it may ‘not resain st the same level in the

future.;

" There is =n additional risk where capital is raisgd by means of loans.
Sincé luans are usually, and at times cumpulsorlly, in certain countries,
expressed in naticnal currency, an investor runs ‘the risk in the event of a

general rise in the level of prices of finding thet repayment will rpprasent

- only the nominal ‘value, not the real value, of the funcs he hse invested,  This

dan anger is felt dlfferuntly in different countries, according es inflationary
tendencies are or are not acute, or even according to whether the uemory of

repeate d or scricus devaluations is or is nct: present in people‘s minds,

In the vast the risk involved in the 1nvestnent of capital in building has
as a rule been divided between the owner prov1d1ng his own capital and the
investor frcm whom he obtained funds. The latter‘limited his risk through the
security of a mortgage. Also, he confined hlS loans - at any rate loans at &
moderate rate of interest - to a glven percentage of the market value of the
building, and made sure that the nornal incon@ fron the bullﬁinb would more than
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cover the annual péyments due to him, As the risks‘are higher today, the

private investor in a first mortgi zc tends to reduce the amount of his loans, v
while a8 & rule owner/builders nake far smaller personal contributions than
formerly, Henoe the zuthorities in cvery country heve had to guarantee loans for
building operations of which they approved, to enable buildsrs to find the

necessary capital, at any rate at a rcasonable rate of interest.

Thus the taking over by the authorities of the greater part or even the whole
of the finencial risks run by builders is on. of the cssential characteristies
of public assistance to h.using ncwadays. Owing to the veriety of forms which

financial intervention by the State nay take according to the country concerned,

this characteristic: is nct always clearly distinguisheble from the aid given

merely to enable future finencial charges on new buildings to be balanced in
existing circumstances. The taking over of the risk is cbvicus where building is:
undertaken by the authoritics thumsclves, 1In othor cascs, the State issues a
supplencntary loan where the builder is unable to obtain loan capital,apary from

his vwn funds at 2 reasonable rate of interest in the neighbourhood of the current

market rate, Such supplementary loans ere theiselves made at a low rate of |

iﬁterest; whilc ot times, apart frum any subsidivs payable, the State
guarantees loans contracted by the owner/builder., This guarantee differs in
anount and coverage, actcording to the country, end occasicnally in one and the
sae country accerding to the aspect of bullding enccursged et the time by the
public authurities, Incidentally, the varicus schemes are ndt all equally
advantagecus and have not 21l the sane drawbacks. The mere guaranteeing 6f
private loans, unlike othsr schemes, coes not involve any immediate disbursement,
but entails an obligation for the future, Ls to risk coverage, the various
methods all have the same cbject,

Cover for risks is previded according to the .country either by the State
itself cr by local asuthorities. In some countries, it is divided between them,
Occasionally, indeed, the local authurities gusrantee loans cbtained from the
State,

-
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But tq ubtaln an cccurate picture of the relative position in the various
countrles, we must r»mbmbpr thot tuday, capital is comparatively plentiful in
some countries whlle in others it is extremely short. The only problens arising
in the fornvr countries - in Switzerland and Sweden for exawple - are how to
dlrect a purtion of s.vin,s towards building, in su far zs building is not
a paying groposition, and nore important still, to encuurags the use of savings
for the building of hguses regarded as the most useful from a social standpoint,
th@ﬂ&h often the least profitable; to promots the circulaticn of capital at
the lowest p0351b1e rates cumpatible with the existing finahcial situation; and to
establish a’supervisoryvsystgm to ensure that assistance by the'public
authorities is not wasted, but helps to reduce building costs instead of
contributing t¢ maintain them-at a high 1evel or to increase then, The other
00untries are faced with addition - and extremely difficult ~ problems,

The chi £ prubl,n arises from the obvicus inedequacy of savings to meet the

whole of the apparantly sssential investment recuirsments, Thus investuent

for bullding purposvs is in keen compstiticn w1th other public or private

investment n»eqs. Not only must a dlfflcult choice be made at times, but Sﬁates
have recburse tc a varmetv of methods tou increase scurces of flnanclng -
enccuragement to individuals to ecntribute funds ur t. make loans for housing
by offering them subsidies in the furm of a.lump sum or of annual payments with
a view to attracting, savings nct invested in the money market, or to promoting
saving by the v;luntary reduction of expenditure on consunptiony special
taxatlon arran&pmonts for housing; and rocourse tu the banks of issue, Such
is tha policy pursued nowadays in a voristy of nore or less satisfactory forms,

especially in Gemmeny, France and Ttaly.

This comp.tition for investusnt between housing and other btranches of
activity is likewise met with in connection with State financing, in view of
the resources at the Staté's disposal and its own credit facilities. This
’factgr, added to the doctrinal position of governmentis, has influenced the
policy of certain countriss and tho *yp=s of sssistance granted by the ‘
authorities,
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The difficulties referred to are found in varying degrees in a great many
countries, but they appesr to be predominant in sowe of them, tc the point of
reducing csrtzin other problems to a sceoncary role. In particular, we have
referred to a tendency to mortgage the future in order to help solve particular
current problews (aid to building in the furm of subsidies the annual charges cn
which will gradually increase; drastic reduction of annual interest and
ancrtization rates for the first few y-ars etc.). While in general this policy
arises from what appear tu be reascnable f.recasts of the future, in scue
ccuntries, on the other nund, the future is ubscure aud bhe willy pivilun is o

choose umethods which will facilitate jaediately a certaln measure of development

in building at the lowest possible cost, even thou.h in normal circumstances such

nethods would probably not have been contemplated,
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Chapter II

PRESENT TRENDS

; When we come to consider the variety and magnitude of the problems which
. have arisen in recent years and the ingenious attempts made in various countries

|

- to solve them, we are forced to admit that rarely has history offered so vast a
B :

| field of experiment in the matter of financing housing as that presented by

Europe at the present day,

In spite of this diversity, however, certain features common, if not to all,
g "~ at least to a large number of countries can be observed, These features are
more strongly marked in some places than in others and local conditions may

change their appearance. )
v , %

Whereas, at the beginning of the century a large proportion, not to say the ;
- vast majority, of new houses were built by private enterprise for letting g
purpgses, that is no lenger the case to-day. House-building is now undertaken i
primarily by non--profit-making bodies, usually under the supervision of the %
public authorities and in many cases by the public authorities themselves - or i
else by persons wishing to build their own homes, the predominant type of‘entity
~ behind such activity varying according to the country, At times, even,; building
is carried on almost exclusively by public bodies (2s in the Scviet Union and
. - the United Kingdom).  Everywhere, however, the building of dwellings by
capitalists with a view to lettihg them at a profit is on the decline; indeed,

in some countries it is non-existent or has almost completsly disappeared,

'Side by side with this development we find another which is tending to
change the rights exercised over his dwelling by the occupant. Fifty years ago,
tenants generally enjoyed only a somewhat, precarious right of occupation, based
on their lease, which was almost alwayes a short one, the landlord being free to

‘. oust the tenant on expiry of the lease without giving any reason., Little by

little, tenants have striven by'various means to obtain security of occupatioh,
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while landlords have often accepted, morve or less willingly, 2 vestriction of

e
their freedom of action., It does nob come within the scope of this report to
study the extent ts which such tencencies have obtained at least partial satis-
- faction, as far as existing dwellings are concerned, through the introduction
of rent leginlation in various countries, It may, however, be pointed ocut that

this legisiation has helped to speed up the general trend by.getting people used

to such idess.

n the building field; the {irst conseruente of this search after security
of occupation has been to ‘swell the rumbsr of persdns wishing to own their own
dwelling, and the difficulties often encountered nowadays by familiss in search

of a hers, even a rented one, tends still furthsr to increase the number of

b

candidates for cwnershlp,  The mejorliy of gbates have snconraged this tendency

3

for various political, social, ond sometimes mervel Ly financial; reasons (since an

;

pital or income on his

house),  Onece, however, such building actis underzaken by persons

fin ancmng systems by

with little or no saviﬁgs
which slmost the entire améuntAreqmir&d to cover the bn%»ﬂvnp coats could be
'advun d to them i a lmngmtefmibasiév Houseownar thus *owwd tnemselves
obliged to pay du ring their whole 1ifebime - unless their cabth was reduced by
currency devaluation - an' annual som ecual o, if not greauefwﬁhah, the rents
uSualiy chargad, At the same tix 6, in ovﬂ Yol ¥ guﬁvun*eg 4é§aym@nt of their
loans which, during the £irst few years ave ruck hisher than the market value
of the house ahd to compensate for ths berefits they offer the lshd rs - in
:)m&ny cases public bodies or even the prblic authorities - are led to keep a

i
fairly close check on the use made of their money end hence to restrict the

owrerts right of free disposal,
Hewever, io*ms micwar betwean Individual ownership and mers tenancy have

‘also nW*eLopnda For instence ownevship of a flat or flocr, a system which is

2

gaining grovni “owday in certsin colmbries (Austria, ‘France; Ttaly and the

Western Zore of Germany)s wnde’ this syshew the vabious owners of a block of

prirticular flat or floor and are co-

e

Poemiooommnalt flat system,

: st

flats a”qa;w r’:\‘ ol

propri-tors of the common parss
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which ié“§ery'éimilar o the aboves ”ownérsi‘ocmépefatiVééﬂ in which uhe
building is carried cut by co-operatives, whose members graduall y acquire indiv-
idual ownership of their dwellings by payment of an annual instalment; and,
especially,~"tenantsirCOWOperatives", whicl are very common.in the: Netherlands,
Switzerland and the Scandinavian, countries; and under which the tenant, while
never becoming the individual owner of his dwelling, takes part in the adminis-
tration of the co-operative and yenerully enJoys, lﬁga iy or in fact, a right of
pernnnent occupationy, finally, the. various *o*ms of px*vate contracts between
owner and tenant unacr whlch the latte* shares ¢n the cost of bul&ulng and in
return enjoys, amﬂng other adv&ntages the ripht of ?cngmtevm ocoupa ch
Varlous othe” circumstances, quite apart from tie de31re for security oP _
occupdtion, have brought about this deve10pment~ ‘the obligatlon, in Ve*taln
casos, to build apar Jmcnt houses, ~nd the ahA“nkLng of private fortunes in
various »oun ié S, Here agaln States have often ent ouraged these new forms

of bulldlng by confermnng special benefi The main’ remsons for this poliecy

BPUC&P to be: th°l* interest in ﬂnccuraglng group building eifher in order to -

fa01litate the' systvmatxc dcveTﬁpment of particular districts or urban’ blocks,
or with a iew to brxnglng about & reduction in ‘building costs and the adoption
of indusurlal mot nods by bev'dlng undertalkings; political, social, or financial
reasons simiWar Lo those wh;ch led them to encourage bulldlng by persons wishing
to'bwn'th eir own homss Ihe exteﬁt to which parulcu‘ar forms of ownership have

developﬂd varies aCCO“dlng +o trnnds and hahwts iﬁ'the'cdunﬁfy’bcncerﬁedg"fﬂ

of all th€ rountrLG btnulcd, thv Unitnd hzngoum 19 the or.] y one in which

the State g+veq Iinanﬂ ial _support to houeing constructlon for leLtJng purposes

_,only, such actlvity bplng prlnc»pﬂW]J undertﬂk@n by the ocel aufnn“itlese Iﬁ

spite of thlc exﬂept on thp general trend of dev 100m°nt Jenms sutf1c1ent1y

himportant to bn wert ny of emphusieu Although *t has Lnaﬁnbteﬁwy becn Speeded

up.. by post-war oon ﬂ1+7on s it appnﬁrs to have demn roots and a c“rtﬁ“n character

of.pe“manenr@ , It 54ould however be p0¢nted out that durzng last ;ew years

,there have been signe of a eﬂmewaat PQSﬂCVPd attltude on the par, of the author~

ities of certain States tﬂvnvvu h bnw iding sc 1~*+zrq ﬂi Lvh"h”“**t~Mﬂk1ng

private bodies, an at ¢uuie which is ref‘n”+fa in an inersase in the muuber of
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dwellings built by municipalities or public bodies by comparison with those
built privately. .

| The growing part played by the State in financing building seems to be the

‘second main feature of present~day developments,’ praotioally the only exception

to this being Switzerland,

The change in the design of buildlncs, the need for someone to assume part
of the risk and to meke good the la sck of capitﬂl or to encourage saving are,
among other clrcumstances -~ “in particular the political, economic and social
trends of gcvernments - the factors which ﬁave brought about the development of
this policy, | Howevef, the mos£ obvicus and perhops the most permanent cause

is the fact that house - property does not offe; a sufficzent return, =

This latter phenomenon does not seem, °8  is often believed, to havo arisen

only as the outcome of the economic upheavals caused by the second world war,

though the latter have no doubt greatly increased the disp“ portion between costs

and return - which varies considerably according to country -~ with the rasult
that it now applies to almost every category of new building, But this

.plienomenon made its appearance, on cuite a large scale already, long before the
! Yast war in those countries which have achieved greater success in ﬁhe fieidtof
Jow rental housing. It seems likely to continue until building costs can boi

..appreeiably reduced, if the broad masses of the population are to be provioed

with dwellings of a standard regorded in the particular country concerned as
generolly desirable, No doubt in the case of certain countries, it is not
strlctly correct to say that house building does not offer a sufficient return,

151nce, in those countries, rents of new houses are not ¢-ntrolled. In practice,

however, only a2 small minority of the population is willing, or able, to Spend
on living accommodation the extremely high sums which are demanded in such cases,

,,This is a situation symptomatic of an acute hou51ng crieis which cannot continue
,lindefinitely without serious soo*°3 rennrouqvwons and for this reason, even in
“‘the latter countrics, tno publ;‘ hO;ltieS step in to encourage and assist the
'buildlng of dwellings for the poorer classes of the community, Switzerland is
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practically the only country where at the present an economic return on private

o’
)

[N
b
[oR
[

ng is normally cbtainable; the Confederstion having withdrawn its finanecial
\
support for building two years ago(l’, while that provided by the cantons and

£

communes s gradually coming to an end,

There is therefore o close 1link to-day in all the other countries between
new building and the encouragement of its deveiopment by the State, From that
standpoint,; the countries studied may be roughly divided into two groups: those
in which an active policy of assistance to building dates back to the years 4
before 1949 and in which, accordingly, there was a considersble expansion of
building during those years, i,e, such countwLeo as Denmark, the Netherl ands,

Norway, Sweden, Switzerland and the Unlteu Kingdom; and those where on the

until about 1949-~1950, when new mersures were taken which have begun to bear

“fruit, though their full effect has probably not yet been fe’fH dufiné'the'iast

two years building has gone rapidly ahead in this second gro"p - for 1nstance in

Belgium, Finland, France, ltalv and the wes*ewn ZOﬂe of Germany,

State &id is given in various forms (loans, subs:djes @nd guara antees of

A

3

settlement ), Occasionally, certain focmv prvdomlnate, in other cabes several

systems are employed elther side by side or in different sectors, Incidentally,

the‘chai;é between systeme does not seem to have been chief¢y determined by the

xtent to which builders can count on obtaining credit facilities from private

‘savings.  Thus, for example, in Sweden and in Switzerland (until 1950), two

countries where gavings capital is abindant, two di’.ametrically oppasite systems
ave besn ewmployed, In the Western Zone of Germaﬁy.ahd iﬁ Austria; where

capital is scarce and rates of Intarest high, the practice of State loans scems

to predominate, whereas in Itely and even in France, it Zs the pollcy of subsidies

which is ne 1n3y followed, It should be noted th,at9 speaiting very generally, the

part p*ayea by locel authorities, though varying according to country, is often

quite considerable; their assigtance aluost always supplementing that of the
State ' '

. S kSR

(1) Except for some special cases - dwell lings for agricultural workers and for
government ssrvants, '
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The differences in the practice followed seem to be attributable primarily
e rorenc cel Yo Be at
'to the traditional financial poliCy of the country, the general basis provided
by the banking structure ‘(particularly by land banks), the part commonly played
by local authorities in the 1life of the country, the credit position of the
State itself, and occasionally merely to existing circumstances, though the most

- important of all is the poBit¢ca3 bias of the government,

T i s, e

- The very variety of local situations makes it impossible to assess the

- relgtive value of any partlculaﬂ I ctice« In such a nuestlon, as often in
financial and banking matters, the essential factor is the pSychologica¢ reaction
of the population - and of course itsdeep~rooted national customs, The same is
true of the organic structure which provides the general cred*t bas1S, The most
that can be done is to indicate that, in certain countrves the 1mpress1on obtained

"+is 'that the various measures have been plied orie on top of the other without any
general review nav~ng been made of the financing probxem 1n the llght of exlsting

cirr'umstancesh Tais may’ "omstimeq result in unnececsary expendﬂture,

The e%ononoﬂ deveTOpment which has .been tnxlng place during the last year
in the majority of countries may perhaps induce some of them to change the methods
in use at the present time. Bullding ‘costs have begun £0 ‘rise, inflationary
‘“Yendencies are making their appearance and fresh burdens have been imposed on
. '’ State budgets, -~ Although these new conditions hadindt, during 1951, brought
- 'about any profound changes in housing policies, it is probable that during 1952
thieit effects will make themselves felt on the finan01ng methods employed and

even perhaps on- the voiume of 1nVeetment in housmg9

These effecus may, in any cace, vary greatly accordlng to countryq They
may lead in one, to a reouct1on and in ancther, to an exp”n81on of the financial
 assistance given, Whlle 1nvestment in housing may be reduced in certain

5ccuntries in order not to overloﬁd the financial market they may be encouraged

e

in others as a.s*‘zlscto“y method of re-absorblng part of the means of payment.
vThis trend may lead certann States to change_their méthods of intervention (sub-
stituting a loan poglcy, for example, for a pdlicy*cf subsidieé)o It is clearly
not possible to-day to estimate the potential importance of such changes, though

- 1t seems necessary to draw attention to. them,
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Finally, ways and means of assisting at the international level the housing
g . . .~ i s iy g B i AR W/,.
The first form such =id might take would seem to be an exchange of informa- .

tion, of which the present revort is but a first rough -outline,

By bringlﬂg to the knowledge of exoerts and governments the systems used
elsewhere, it is pos ssible to draw their dtuuntlon to some particular method
whioh"after the necessary adjustments, might be successfully applied in their
own country. It is quite gertain, however, that there can be no question of
providing them wi th full details of esch of the systems empioyed; direct contact
will be a necessary sequel, Su¢h interndtiéhai stﬁdies might however help to

guide their researches,

In that connexion, it would seem desirable for studies to be undertaken by
the Housing Sub-Committee on different points’in turn, the following being.

examples of those which seem most essential:

(1) Rent policy .
(2). Taxation policy with regard to housing

" (3) - The finencing of housing during the buil dlng period (financlng of
~undertakings or of owners) s -
wgv
(4) . The mortgage system ., . . 0 f
(5) Building-lend policy. .. '

Is it possible to envisage any other form of aid?

AAt 1ts geqerﬁl assembly at Stockho+m 1n July l95l, the International

N v

Federation of the Bulldlng Tradeb Employers passed a résouutlon requestlng,

particular, that steps to establish an International Real Property Credit

“Institution should be studied by the competent bodies and especlally by the

Housing Sub~Committee, . Judging by the record of the discussions, the majority
of the reprgsentatlves of the national federations at the c«ngress considered -

that such studies should be pursued with g;ewt coution,

What can be the advantage of setting up such an instituﬁion in present

circumstanCes and what are the limits which must be set?
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- In our opinion, real estate loans c¢an be grantad only by s body possessing
local representatives able to ascertain the position of applicants for loans and
the value of the security offered and who are familiar with the mortgage system
peculiar to each country., It would seem then, on first examination, that only
national bodies would be, in a position to mcet these requirements, We find,"
however, that, in certain countries, there is a reluctance to invest savings in
loans on property in spite of the value of the security, while interest’ rates:
are becoming prohibitive,  One of the cnicf causes, if wot the fundamental
cause, of this situation is the lack of confidence in the national currency and
the consequent refusal to make loans in that currency, It is probable that, if

i an international real property tredit institution could issue, in the various

participating countries, bonds expressed in a currency insplrlng confidence and
could make loans in that currency, it would then be possible to reduce con~ . .
siderably the interest rates on real estate 1oans in certain countriesy. -Such a. ..
body could easily find correspondents able to conduct loan Operatisns on its .
behalf on favourable terms among the existing real property creditv institutions .
or land banks in each country, The operation of such a body undoubtedly

involves & risk sinde rents do not always follow currency fluctuatlonsu 3'In’

point of fact, however, this risk is probably not very great, and might be

covered in certain countries by a State gusrantee, theugh that expedient does

not seem very desirable, The objecti-n of States to lendlng and borrowing
operatlons being carried out in their countries in a currency other than the
national one mlght be & much more serious obstacle, In any casé, in order to B

succeed such an organization would. have to.start in-a small way,

Apart from such. an international real prOperty credit 1nstitutlon, the l o
possibility of whose establishment would have to be careful1y studled 1t appears
that financial assistance to housing at the international level can only be
effected within the traditional framework either of 1nternational bodies set up
to provide financial assistance to certain States, or of private contracts, in
so far as exchange regulations permit,. o
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PiRT II

COMPARISON OF METHODS USED
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Chapber III

GINER. L CONDITIONS GOVERNING THE FINAWCING OF HOUSING

Some of the conditions governing the financing of housing date back rany
years, a foet which imst not be forgotten; whilc others have arisen from present-

day circumstances and are the outcome of the last world war,

The industrial revolution during the nineteenth century brought about an
increase in the wage~corning classes ond an influx into the towns in all Huropeen
countries. To cope with the shifting and increasing population, a great nunber
of dwellings were provided either by converting or enlarging existing buildings,
or by constructing new houses, ..s a rule these dwellings were built by private
enterprise and nost of then (whether one-farily house or blocks of flats) were
let, But some dwellings soon come to be regerded as inadequate on account of
their restricted space or lack of conveniences, cnd some guickly becaize unhealthy

owing to faulty construction, inadequate upkeep or bad foundations,

The koy to this situation must be sought nainly in the anxiety of private
owners, at that tine the only builders, to invest their iwney to the best possible
adventage, and likewise in the low rents usually peid by the tenants, who were
unable or unwilling to spend a sufficient proportion of their carnings on their
living accormodation, in view of their cormitnents in other directions as

industrial civilization developed,

48 & result of the evolution of this civilization, and of the rescarch
carried out in the spheres of hygiene and sociology, public opinion gradually
cane to regard as inadequate the housing conditioﬁs under which the riss of the
population had lived hitherto; and the theoretical stondard of rdninun housing
rosc steadily in practically every country. Thus often cnough, whot it was found
necessary to change was the average standard of workers! dwellings and in country
districts of rural housing,
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While in most industriel segﬁo;éj fachnical progress has brought about 2
considerable lowering of real prices over the last fifty years, this has not
happened in the building industry, ond the advance in the average standerd of
new dwellings intended for the messes hos nobt been offset by o corresponding
reduction in prices. Yet in most countries it did not scem feesible for the
working classes, end perticularly theypoorur sections, to increzse a2t all -
appreciably the prOpoftion of their income which they Spent'on rent, This is
what gave rise¢ 40 the problem coused by the disparity between an econbmic return
on housing and the rent obtaineble, In sone parts of IFurope this problem made
its first appearance scvéral descdes ago,bs 1t ie now found everywhere, -though

in a number of ¢ountries it has been much aggravated by circunstances.'.

Not zll countries hewa of course evolved in exactily the sane qu’bQér %he
1nst hundréd'years; ' In some indusbrializetion went rapidly ahead while in
others progress was slower - tha United kingdon for insbance becane ihd{istrislized ‘ l
&t an earlier date than Swedon, and Germony to a yroster extent then France or
Italyel Horeover, the nature of the héfuditaments béqueabhed by the pas® has

z¢ 1ifo was variable, and the featurcs of

o

differed very considerably. Their avers
the houscs made it easler in sove cases and less ecasy in others to bring
dwellings up to the housing standards pegarded as desirable; while these
standards themselves, though thuy are tending to become uniforn, even today nay

be more exacting in some countries than in others,

Whatever the differences nay be, housing cosbts cverywhere have risen nore
stee than other consunption expenditurc, This is due to the fact that
P i
building costs have ot tincs increased nore rapidly then the general price level
> & 5 2

+

that the standords demanded nowssoys are hicher thon in the past; and that in

some countries inberest rates have risen considerabiy,

b the sonme tinme, the proportion of the totel conswipbion expenditure
represenved by housing has dropped alnoest everjwherc, though in varying degrees,

Rent restriction legislation introducad during the 1914-1918 war and the last

war has accustomed the nasses in sone counsrios Lo payimg very little for thedr ‘
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living accomodation; ond it is exbremely difficult Lo c¢hange such habivs; since
it would mean a far-resching revision of conswmption uxpenditures In other
countries; the discrepancies have increased without becoming excessive. But
- even in countries where rents represent a very high proporition of the expenditure
of & working class family, e.g. in countries like Switzerland, not inpoverished
by the wer, there are those who wonder whether the burden they impose on the

masses does not Luwier their standard of living,

Hence the disparity between the rent lével and i esonoric reburn on new
houses hes everywhere becone 1ore markeda(l) The differences of course vory
videly fron one country to another and weuld eppear to arise both from the
effect of hostilities on the living standerd of the peonles and frow the voerlous
| political trends which have come to light,

The two world wars have had a revolutionary effect in this connection. Quite
apert from any temporary or local economic dishurbances they ray have coused,
' - Bhsy havie everywliere greatly speeded up the evolubion which was taking place end
wirich tended to raise the stondard of housing and to lower rents, But whereas
in other sectors of econoric life they brought about teschndcel changes,; this has
not been the case in building.
ki

| The fact that housing, cspecially working-class housing, is a poor }////
} t’*,k .
speculation™’ for privete capitel as compared with the yield fron other sectors,

invariably means the intervention of the public authorities, In nany ways, the

(1) We do not Jropose to repeat what we have said in the previous chapter
i regarding the possible economic return on new houses in countries
where rents are not controlled, We have nentioned the forn which the
problen then asswies, and the reason why the situation in those
countries is no different fron elsewhere, actunlly, over a fairly
long period the prospect of an economic return on such housing does
not, apnear to be any greater,
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study on "methods and techniques of fina ancing housing" is nothing more than a

(1)

survey of types of intervention by the public authorities,

But the poor retﬁfn, or even loss on new buildings(z) at the rates current
on ﬁhe money merket has had the further effect in most countries over the last
fifty years of reducing the number of houses built for letting by private
individuals as an investnent, and of neking them virtuelly non-existent today
in some countries, No doubt there are other causes, too, underlying this
development, There is often the added difficulty of mabiliszng at short notice
the capital invested in a building for lack of a sufficiently large market or on
account of complicated and often out-of-dete legel regulations; while the
assistance granted by the public authorities to builders has, 2s a rule, either
been refused to private enterprise wishing to build with a view to lebting for

profit, or it has been too meagre an inducement to attract it,

Bullding of this kind is of course still going on in most countries, bubt

it appears that only rarely is it intended for the masses (zpart from a few cases

of war-damaged buildings.reconstructed under special legislation); for the most
pert it is intended for the well~to-do classes, It does not appear to account
for more than a smrll percentage of new dwellings, except perhaps in Germany
(Western Zone), Belgsium, Italy and Switzerland.

New buildings going up in Burope to~day are in fact mainly the work of either:

/ N - private individuals bullding houses to live in themselves; or

- bodies that are not out to nake profits from letting, i.e.
co=-operatives; associations, societios or institutes;
industrialists wishing to house their employees; or public

authorities,

(1) In this report, however, one of the forms of such intervention will only
be referred to incidentelly, namely, the taxation system applicable to
building and housinm. although in nany cases the incidence of taxation
and the forn in which it is levied arc very weighty factors, it hes not
seemed possible to study ther owing to the conglexity of the problem,
This might form the subject of a further report, if the Housing Sub- -
Comnittee so decides,

(2) See footnote (1) on the previous page,
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The new aspect asswied,for the moment at any rate, by housing construction

in most countries has made it more difficult to raise capital,

Builders nowadcys can, 28 a rule, theuselves provide only a very nuch sialler
proportion of capital than formerly, even in Gernany and Italy where the building
of blocks of apartments for letting appears to have remained at a relatively
high level, since the persons concerned wore in nany instances ruined by the wer
end its consequences. Everywhere, whether in the case of families anxious to
build their own houses or of non-profit-roling bodies, the cupital availeble for
investuient is as 2 rule very much less thon fornerly, One of the problems which
tppeers to have faced most countries thercfore has been to increase the possibility +
of loans beyond the limits normally laid down hitherto, ’

However, any such policy has often been hanpered hecause the prospective
borrower possessing no financial baeking or conpetencs, found it difficult to
obtain large-scale loans direet from the rrrket or from eredit organigetions, The
establishnwnt»or developnent of specialized finaneing organizations actin: as
internediary betwecn the builder and the investor is therefore one‘of the
characteristics of the change in building: financing methods during the last few
years, especiclly quite recently, Such bolies have taken a veriety of forms, In
nany instances they have been seri-Stote concerns; and in some countries they are

actually gsovernment departrents,
again, the difficultics wrising from the lack of capibal aveileble in the

face of monetary instability, already referred to in the previous chapters, have
added still further to the problems of finrneing housing,
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* Chapter IV

SOURCES OF THE CAPITAL INVESTED IN HOUSING

The actual sources of the capital-at present being invested in housing
projects 1n Burope are multifarious end scnetimes difficult to discover, owing
to the number and variety of the financinl corporations which often stand between
the - voluntary or compulsory - investor and the property owmer, and also to the
interplay between different forms of investment in various countries. Hecwever,
it would appear possible to distinguish the féilowing sources:

~ voluntary long-term investment; . .- .

savings in the form of insurence; L
demand or short-term deposits; °

]

1

t

taxation and campulsory saving; =snd

)

“advances from the bank of issue

Voluntary long-term investment

The first item to be included in this category is, of course, capital
provided by the owners themselves and private loans. It is very difficult to
ferm any exact idea of the aggregate funds which are invested in housing in this
way, It is, however, certain that the relative importance of these two sources
of capital has declined heavily since the beginning of the century, although
even today they still supply most of the funds with which repair and maintenance
works are financed and, in some countries, still account for a high proportion
of the cepital invested in new building projects. That would appear to be true
of Switzerland and, to a lesser degree, of Belglum, France, Germany and Italy.
Aceordingly, it is the policy of a nﬁmber of countries to encourage the growth
of this form of saving, either by granting interest rebates (the Netherlands),
subsidies (France, Germany, and Switzerland up to 1950) or tax relief, or, much
more usuaily, by limiting loans from State financial agencies in order to compel
owners to find some of the capital themsclves. The lotter seems to be the
practice common to most countries as part of Jow-eost housing leglslation, but it
1s not usually possible through these methods to find more than 107 of the cost
of dwellings (including the cost of the lund) bullt as part of low-cost housing
schemes.,



/ROy WP, 1/11
page 36

v

Sums spent out of their own resources by industrial firms, as employers of

lebeur, on the bullding of workers'! dwellings, whether they build on their

own account or take,shares in building undertskings or make loans to their employces,
should also be regarded -as-voluntary long-term investments. - This method of

financingvwas~€érynqommon between the two wars in a number of countries (Austria,

. Belgium, France,. Germeny, Italy and Sweden), and still plays on importacnt part,
-and. i1s frequently. encouraged by tax rellef,. in sqme.(France and Germeny). . It is

the commenest method.used. in the USSR, though there. it can hardly be called

voluntary saving,

In addition to these forms of investment there is the method of issuing
securities on the financial market; these.issues are made mostly by private,
semi-public or public financisl institutions which speclalize in real estate
loans. Actually, this once highly impgrtant source of .capital has also tended
to shrink, perhaps - except in a few countries - even more than the volume of
capital supplied by the cwners or of private loans.. This development 1s
largely due to two crmees:  curcency devaluations, which have shaken the
investor's confidence in fixed-income securitics, and. the low returns from
investments in building. - Since:these factors have developed differently in
differcnt countries, tho function of these financial institutlons varies a great
deal. In the wealthiest countries (Denmark, Sweden and Switzerland), they are

sti1l of congiderable importance.
"'Lastly, some of the capital prbvidéd fof‘housing out of prblic funds also
originates in Government borrowings from the monsy-merket; but it is, generally

speaking, impossible to state what proportion. o

Invegtment by insurancc companies

.Lhltheough as-a rule less 5mpnrt@ﬁt than the sources of capital described
above, the irvestment of bheir reserves. by insurance companies - whether.
directly in property or in the form of real estate loans; or in credit institution
bends - plays a nob -insignificant part:in countries vwhere insurance; and
particularly life insprance, is-highly developed... It was said, for instance,

still to account for 5,5% of housing investuents in Germany in 1950; and for
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one-quarter of all loans for urban house~building granted by private institutions
in Finland. One-quarter of the total resources of Swedish insurance companies
is invested in building, and these companies are preminent among purchasers of
mortgage institufion bends,  Insurance companies are also particularly active in
the real prcpeﬁty market in Switzerland,

Lastly, 1t should be noted that the National Savings Bank and Pensions Fund
in Belgium, the Deposit and Consignment Office in France, and the Deposit and
Loan Fund in Ttaly, which are responsible, inter nlia, for centralizing and
administering public pension end social insursnce funds, have a strong influence
on policy with respeet to the finaneing of low-cost hou&ingJ(l)

Demand and gheort-term deposits

In almost all countries the banks are active in financing building
undertakings, The methods vary in flexibility and suitability (and, hence;
so do the charges) im accordasnce nct only with the structure of the banking
system but alsc with the law of land tenure in each country.

In some countries, however, deposit banks also make short-term loans during

constructlon - for a few months, or, at most, one year - to property owners

- before the loans are consclidated as long-term loans.

M 'nLodns tbkhousémowhers from the savings banks are much mcre Important,
since they are in the nature of long-term loans, whether granied for a fixed
term of several yeafs (repayable % annual instalments or otherwlse) or
repayable in theory every six months, but renewed in practice by tacit agreement.

& L

¢ the present time savings banks appear to supply a large proportion of the
capitdl used for housing and their share in the financing of housing seems to
have been growing cver the last 50 years. For example, savings banks probably
accounted for the following proportions of the total invested in 1950:

(1) Sce Chapters VIIT and IX.
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301 in Germanycl)
50% in F&nland (not counting private Iaans),
'15 - 207 in Sweden, or approximately two-thirds

{ of the savings banks! resources;
15 - 20% in Denmark.

In 1949, advances for house-buildinp in some form or ather represented 57%

of the investments of the Belgian National Savings Bank and Pension Fund, and

7 - 104 of those of the French Deposit and Consignment Office, these two bodics
being responsible for centralizing and administering the funds of both the
savings banks and the pension funds,

The funds of the Swiss savings banks also seem to be heavily invested in
housing,

lastly, although the Building Societios ih the United Kingdom, which are

virtually savings banks, have now ceased to play an important part in national
housing policy, they were the main investors in housing during the inter~War
period, This development normally has the good effect of reducing the rate of
interest on loans, since the interest on demand or short-term deposits,
particularly. in savings banks, is normally lower than that on long~term bonds;
but 1t may be considered dangerous, insofrr as it aggravates the difficulties
of certain savings banks in the event of withdrawals of deposits or of serious
slumps in the real property market, The danger, however, seems to have
lttle substance in practice, provided, of course, that investments in housing

do not exceed a certain percentege of the deposits ~ which may be a high percentage -
" and that loans are advanced subject to certain guarantees.

Taxation and compulsory saving

The normal consequence of the ever~growing intervention, in most countries,
of the State and local authorities in the finaneing of house~building has been
to use taxation as an instrument of financing.

) Including loans from the Bullding and Saving Socicties.
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Since funds lent by the State - or locel authorities -~ do not, in most
cagses, invelve drawing on special resourcos, it is hard to tell where they come
from, The source may be bnfrnwings by the State for its own treasury, or the
aggregate of the taxes collected by the State. But it may be interesting to

mention two clear examples found of taxes specifically devoted to housing.

The first of these, which refers to the past, is the tax on rentals and
house-property introduced in Germany after the currency reform of 1923, 4
special tax on old property(l) was intreduced to offset the incressed rentals
and the improved mortgage redemptinn‘terms granted to house-owners. It may be
stated,vwithout describing the machinery in detail; that in the case of rented
property, the tax was calculated as o percentage of the pfe-war rent and was
paid by the ouwner butb charged agoinat the tenant; in other cases it was paid
by the owmer independently of the property tax. At all events, the objJect was
that the owﬁér should be left with a sufficient sum, estimated at 30% of the

prewwar rental, to cover repairs and management expenses., The tax rate varied

from t4nme to time and frem State to State within the Reich, rising to approximately

50% of the pre-war rental in 1928 and declining to eround 25% in 1935. The
nroceeds of the tax were applied to different purposes, but at least 10% had to
be used for house-building, although in practice a much higher percentage was
used to provide low-interest mortgage loans. It may be assumed that between
1924 and 1932, 30=50% of Germaon house-building was financed out of the tax on
rentals.  Such a levy is warranted in countries where a radical currency
| devalﬁatinn has produced a general rise in rentals benefiting property-owners
as distinet from other investors and particularly from persons‘who had subscribed
State loons., In France there is a levy, althouch a modest one (5% on an
average), on house rentals, the proceeds of which are paid into a "Housing
Improvement Fund" designed to subsidize overdue major repair and maintenance
" work on 0ld properties, -so that it is more of a sort of compulsory equalization

fund amongst property owners.

(1) It was even extended to new properties, but in the form of a morigage
partially offsetting the subsidy grant,

L i
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The second example is taken from Italy, where a tax specially earmarked for
house-building - but assessed on an entirely different basis - was introduced
under the Fenfani Plan in 1950, 411 employees of the State and of public or
private undertakings have to contribute 0,67 of their wages or salaries, while
employers contribuie 1, 2% of the same sum, the total prcceeds belng used to

(1)

finance housing.

Contributions frnm the‘baggmggnggggg

Another method, -which hcs been used or is contemplated in some countries,

is to approach the bank of issue for the purpose of financing housing.

This may occur, for example, where housing is financed by the Treasury and
the latter, lacking the necessary funds, approaches thé bank of issue. Sueh

cases have arisen in some countries during certain of the post—war years,

Moreove;, the financing by canks of building by firms or private 1ndividuals
' may; depending on the position of the banks concerned, involve redisccunting '
of their bills of -exchange with the bank of lssue - an estcb}ished practice

which is comnoner in some countries than in nthefé,,bﬁt which, cs'aarule, only

affects short-term credits, say for a few months or one year.

. After the currency reform of 1923 bills drawn for longer perlods were used
in Germany. At the present moment the Crédit Foncier in France can grant
. medium-term loans (meximum period five years) which have to be re-discounted -
with the Bangue de France.

The following conclusions would appear to emerge from a study of the sources

of the capital invested in housing in different countries,

While in each.country the funds are drawn from a variety of scurces, the
relative Importance of each source differs from country to country, in keeping
vith differences in financial structure, investing practices and govcrnment

(1) Another exsmple of forced saving apparently exists in Spain, where under a
law.promulgated in 1943-44, 20% of the compulsory reserves of undertakings
must be applied to the improverient of workers' dwellings, What happens
is that, apparently, undertakings do 1ittile building themselves, but finance
the National Housing Institute,
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poii;ies. Broadly, it may be said that voluntary long-ferm investment in
house-building (owner's contributions, private loans, bond issues etc,) is
declining, whereas, by contrast, direct or indirect investment by savings banks
is expanding., Still, the financing of housing by industrial undertakings as
employers of labour, has substantially increesed since the beginning of the
century and represents, cven today, a not insignificant part of all financing

operations,

In some countries housing is largely financed cut of public funds, in which
case it is usually the general resources of the Treasury {taxes and borrowing)
which are used to cover loans, advances and capitel subsidies; that seems to be
the practice current in the United Kingdom and until quite recently in the
Netherlands. But in other countries - e.g. Denmark, Sweden, and Switzerland -
private financing predominates, Between these two cxtremes stand most of the

countries considered, where the propertion of expenditure on housing financed

out of public funds fluctuates between 40 and 65%.
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Chapter V

FINANCIAL INSTITUTIONS INTERESTED IN HOUSING

" As was stated in the previous chapter, various types of financial institution
assist in financing housing, For example, commercial banks, insurance companies
and savings banks assist - to varying extents according to - country - not only by

making direct loans to builders or by placing the latter's shares or bonds, but

also by takingz up boads issued by those credit institutions which have for longspe~

cialized inreal estate loans in most countries, such loans requiring speclal treat-
ment, as they are normally granted for loqg periods and secured (by the property .
itself) in accordance with a specific legzl procedure (the mortgage or similar

system)., In the more recent past States have taken to granting loans themselves,

In countries where institutions specialising in loans on real estate exist
~ €.g. Belgium, France, Germany, Italy and‘Switzerland - they are generally known
as '"mortgage banks" or "real estate credit institutions or companies', and are
sometimes subject to special lagislztion or State control, and sometimes actually
public institutions. But despite differences of structure, which are mainly due
to their historical background or to the variety of laws governing the credit and
mortgage systems, they appecr Lo operate on roughly similar lines.

Most of the capital of credit institutions and uiortgage banks 1s nonnally
obtained by issuing long-term bonds, which are sometimes secured, under special l
laws, by a kind of general mortgage on the rroperty in respect of which the parti-~

cular institution or bank has made loans, A small proportion of their capital is

derived from demand or short-term deposits; but some States prohibit or severely

restrict the use of such deposits for long-term loans in view of the financial
difficulties which might arise from such practices.

Speciul mention should be mads of a financing method largely used by eredit
institutions in Italy, Instead of issuing the bonds which they have cr:ated to

cover the loans made, these institutions transfer them at their face value to the ¥

J

/

Ay

intending borrower, who has to place them, generally at a loss, in order to obtain -

funds,
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Special types of financial instltution have grown up under appropriate legig—
lation in Denmark and, to a Lesser degree, in the other Seandinavian countries
{Sweden, Norway and Finland), namely, the "eredit associations" and "mortgage
associations", The former are co-operative associations of house~owners receiving
-loans, who’accept joint liability for their association's commitments, The
association raises the capitel it requires by issuing bonds s ecured by mortgages
on its members! houses, The activities and methods of the mortgage associations
are broadly the same; but, unlike the credit associations, which lend only on
first mortgage, they specialise in sedond\moftgage loans. RNeither type receives
any special State aid, apart from certain tax reliefs,

Mention should also be made of the British Bullding Societies and their
eeunterparts in other countries, and of certain types of credit societies set up
in Belgium, France and Italy under sp601al Jegislation designed to assist families

(1)

Credit institutions of all types nemmally granﬁ loans to house-owners without

" regard to the use to which the money borrowed is put. The lending of money on

existing dwellings or for the building of new dwellings is usually not their only
activity, and their accounts seldom give a breakdown of loans by object to which
deyoted. It is therefore difficult to ascertain the extent of their present con-
gribution to the financing of house-building, although there seems little doubt thgk
it has substantiaily decreased, for the reasons given in preceding chapters. It

would, however, be a mistake to assess their influenece on housing policy merely in

"%erms of the loans which they grant for new building, since, apart from the appre-

giable assistance they afford house-owners in financing repair and conversion work,
$hey facilitate transfers of existing houses (whether old or new) and the rate of
interest on their loans tends to regulate that charged on loans between private
lndividualsf

.The financing of new building has also been complicated by the fact that most

(1) ﬁChapter IX contains a detailed study of these financial institutions.
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of these institutions normally grant loans only on mortgage, hence only on com-
pleted houses. This difficulty is met in various ways. In some countries (e.gs
‘Sweden) loans are granted to owners during building by commercial banks, and sub-
sequently continued as mortgage loans, In others the credit institutions them~
selves grant loans, sometimes on different terms, as soon as building operations
begin. In others, again, there are banks,'sometimes associated with these insti--
‘tutiohs and somstimes not, which specialize in financing house-owners during
building, These differences are probably due to the peculiarities of the banking
system, the legislation and the sredit practice in each of the various countries,
and are sometimes perhaps mere‘historical survivals, To ascertain whether a par-
ticulsr system might be simplified, for the specific purpose of reducing financial

charges, would entail detailed studies outside the scope of this repoft.

The amount of a loan granted by the credit institutions or the mortgage banks
is normally limited,'in practice or by law, to approximately 40 - 75% of the esti-
mated value of the house, which is not the cost of construetion, but a value
approximating to the probable market value and based on the potential income from
the house, Whereas for some years past builders have felt obliged to increase
their borrowings in proportion to the building cost, the proportien of loans granted
by the credit institutions to such cost haé declined almost everywhere, since the
gap between the estimated value of a dwelling~house and its actual cost has pro-
gressively wideneds, In certsin countries, morcover, credit institutions are being
forced to reduce the number or the zmount of their loans still furﬁher in view of

the difficulties which they are experiencing in obtaining funds.

Various governments’or local aﬁthorities have met this situation by guaran-
teeing or backing the loans granted by the credit institutions, In Austria, fdr
example, the Federal Housing Fund can gﬁarantee second mortgage loans by private
institutions§ in France, the Crédit Foncier has been entitled since 1950 to lend
up to 60% of the building cost, the difference between the loan and 504 of the
market value of the house being guaranteed by the State; in Belgium, credit

societies approved by the General Savings and Pensions Fund have, since 1948,
enjoyed a State guarantee which has enabled them to increase their loans from 60%

to 100% of the building cost; in the Netherlands; similar guarantees exist,.
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Ganerally speaking, this system would appear tc be becoming more and ‘more common
to-day. ' '

‘In addition, sbeeial measures have sometimes been adopted to increase the
liquid assets of 5rédit institutionss For example, in 1950 the central banking
system of the German Federal Republic granted them a "re-financing" loan of near-’ -
ly 500 million DM, and even proposed to have recourse to open‘market operations
on their behalf, ‘In‘France, as stated in the precedingAChapter, the gggg;g' |
Foncier has been authorized to grant loans for a period of five years in the form
of bills of exchange which can be re—discounted with the bank of issue. , FItaly,

- - also in 1950, improvements were introduced in the operatlon of credit institutiens,

but only in respect.of loans to persons ‘wishing to own their homes, in which case
the bonds issued are taken up at their face value by the Treasury instead of being

remitted to the borrower,

* It should, howsver, be noted that one of the conunonest pystems, apart from .
 direct building by the public authorities’ and various types of sub51dy( ), is

 stdll the supplementary loan made directly by the State. State loans are granted

for one form of building or anot er in all countries except Switzerland._ ;

Increased activity on the part of State loan’ageneiﬁsbis, in fact, one of
'the_feaﬁures.p£~theu£iﬁan¢ing~uf housing at the present time, hWﬁeréaS at their
inception they merely provided builders with some subsidiary financ¢ial assistance,
they can and do now grant loans up to a vérj high percentage of the building cosb,
particularly in the case of low-cost housing.(z)» The percentage is even higher

(1) See Chapter VEI: “Assistance by Public Authorities: General Characteristics".'

(2) Throughout this report the expression "low=cost housing” is used to denots

i housing which, under various names (housing estates, small.houses, cheap
dwellingsj; etc,), is covered by special legislation and receives preferential
treatment in various ecountries, While the legislation concerned and the

- 'strictness of requirements vary from country to country, such housing is
always intended for the mass of the population and not for privileged cate- ’
gories and, as a rule, rents arc strictly controlled.
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in some countries where local authorities guarantes the redemption of loans.

Examples of the approximote maximum percentages

in the focllowing table:

(@) 4

serbain countries are given

Gountry

5 austria
‘Danmark
Finland
France

Germany
Western Zones)

Italy
Netherlands
Norway

o goim 23 s
wweaean

United Kingdem

<oarams

Percentage of building cost covered by State loans

Housing receiving Housing in
preferential treatment ~ general
Authorized Pﬁrceéiiga avthorized Percenzige
maximum toTmA LAY maximun norma.LLy
granted granted
95 - 85 -
90 85 65 -
75 ~ 90 75 - 90 - -
80 - 90 60 - -
100 - - -
85 - 90 75 - 85 75 -
100 - 60 -

although to-day théy play an important part in the finaneing ef housing in

almost all cbuntries, State loans are not always available to all builders of new

dwellings, and the financial machinery governing their administration also takes

a variety of forms.

purposes of comparison.

In view of the wide.variety of terms on which different types of loans are
granted in the various countries, these can only be rough figures given for
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In the Netherlands and the United Kingdom, for instance, loans are made by
the Treasury; but they are available only to local authorities and to certain

non-profit-making associations.

In Belgium direct advancss have been made by the Treasury to loan or low-
cost housing societies under ths law of 15 June 1949 instituting the Housing

Fund, but on a temporary not, as in most countries, on a permanent basis,

In France, agencies governed by the Law on Low-Cost Housing receive loans
from the Treasury, funds being obtalned from the Deposit and Consignment Office,

which services the loans,
In the USSR the loan funds are administered by the nationalized banks.

Austria has set up a Federal Housing Fund and regional funds for stimulating

building, which are State mortgage loan agencies.

In Finland a governmental board, known as "ARAVA", makes loans for new
house-building.

In Denmark and Sweden a governmental board has also been set up to make

lgans for housing.
Lastly, Norway has set up a Norwegian State Housing Bank since the war.

Thus in some countries the financial agencies responsible for administering
loans are almost completely independent, while in othersbthey are merged with
the Treasury, which may or may not keep separate accounts for them. Between
‘these two extremes lie various gradations due to different national administrative
structures er political tendencies, or merely to circumstances. Similarly, the
funds at their disposal are'provided in seme cases directly out of general State‘
revenue, and in othera, at any rube in part, oub of special approprlatlons, the

State always covering any deficite

A comparative study of these governmental financing agencies shows some
to be more flexible than others. while 1t is impossible, ow1ng to the,diversity
of national traditions and admlnlstrat1Ve and financial systems, to state one

single formula for all, certain principles would appear to be generally applicable.
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Whatever their legal status and however they are administered, such agencies must
enjoy a certain independence and freedom of action, de facto if not de jurs, if
they are to pursue a long-term policy unaffected by political vagaries and to adapt
themselves to intrinsically changeable circumstances, It would therefore appear
desirable that each should have its own minimum funds independent of the State's
annual budget, and alse that the terms on which loans are granted should not be %oo0

rigidly detailed in legel texts, which cannot easily be amended.




IM/HOU/WP,1/11
page 51

Chapter VI

GENERAL CHARACTERISTICS OF REAL ESTATE LOANS

(Security, duration, rates of interest, financial charges)

While the primary requirement for a sound housing policy in all countries is
that bullders should be able to borrow enoogh capital; cver and above their own
contribution, to cower building costs (assessed at a reasonable rate), there is
a further cognate requirement, namely, that the machinery adopted should enable
owners to meet the terms on which loans are granted to them.(l) Before outlining
the principles governing State loans designed to supplement or replace other forms
of financing, it is essential to indicate the terms on which real estate loans

are normally granted in the various countries,

I. GENERAL TERMS APPLICABLE TO REAL ESTATE LOaNS

Security required

L real estate loan is generally secured by "hypothecation" of the houseq(z)

But there are wide variations from country to coun*ry as regards both ﬁhypothecaticn"

and, more generally speaking, the real estate system., Some of the procedures
followed appear to afford lenders fuller and more readily applicable safeguards,

and to be mere flexible and less cumbersome, than others, Although a detailed

analysis '«f the structure of real sstate systems is beyond the scope of this report,

it is clear that the different systems sbtaining in the various countries have a
prof-und affect on the fiﬁancing of housing, 4 faulty real estate system entails
not only high financial charges — even if taxation is excluded - but also very
heavy ncen~financial burdens, which help tc divert capital away from real estate

loans or to make the latter more costly (protracted prccedure, multiple vperations,

(1) Fzr as the proportion of borrowed capital to building cost increases, the
annual financial charges generally increase in steeper ratio, loans becoming
dearer as risks increase,

(2) There seemed to be no point in describing "hypothecation! since the prucess
is well-knwwn, While it does not exist in two of the countries studied, "~
namely USSR and the United Kingdom, in the latter there is a form of security

which, although based on different principles, is largely the same in its effects

.as Y"Hypothecation",

e A
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inadequate security, hard-and-fast ruies 1aid down for certain financing methods,
etc,), A study of the best-systemé would ecertainly suggest improvements that
each government might make in its éwn territory with due regard to existing laws
and national habits,

Facilities for raising loans vary under the different real estate systems,
Whereas in some countries mortgage loans can only be transferred in practice by a
comparatively diffioult and sometimes expensive procedure, in others the securities
are of the "transferable" type and are easily negotiable, being sometimeg even
drawn to jearer, In that connexion,ﬁention shoﬁld be madé of the '"mortgage
certificate” (cédule immobiliére) system, practised in Switzerland among other .

countries, which enables a property owner to create bonds secured by mortgage on his
' property and divided into small shares of equal value which he can sell in accordance

with his requirements.

Loans secured on a first mortgage are common practice in all countries; but it
18 only i1 some ~ e,g. Austria,(l) Denmark, Finland, Germany,( ) the Netherlands, (3) .
Norway, Sweden and Switzerland ~ that additional loans secured by a second mortgage

are commonly granted at reasonable rates of interest as an integral part of housing

policy, In a few exceptional countries there are’even loans secured by a third
mortgage; but these are only granted subject to the provision of acditlonal
security (e,g. the lodging .or pledging of securities or an jnsurance policy) as in

- switzerland, or by the State itself, as in Sweden.

In addition to the mortgage system it is to be noted that some States have
guaranteed or endorsed private losns or leans by real estate credit institutions
in order to enable the amount to be raised beyond the hitherto. permitted maximum
(Crédit Foncier loans in France, private sec.nd mortgage loans in Austria, various
loans for low-cost housing in Belgium, etc,) and that in ‘many countries such guarantees
are furnished by local authorities to bodies specializihg in the building of low~cost

housing.

Lastly, the mortgage may be supplemented, as in Belgium and France, by a speclal

1) » With tho guaesantee of the Pederal Housing Fund. : B .
(Y  For official loans. ‘
(3)  For certain State loans,
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type of security covering loans granted by certain credit institutions set up in

- order to assist families wishing to own their homes, This takes the form of a life

insurance policy taken out by the borrower in favour of a credit institution, so that
the family occupying a house is free of debt should its head die, Variaticns on

such additional security systems may exist in other countries.

Duration and redemption of loans

The average’duratian of loans and redemption requireménts vary not only frea
country to coutry, but also within each ccuntry, depending cn who grants and who
takes up the loan; and on the nature of each operation, " Apart from loans by
State financial institutions,( ) loans for any peried of time - from short-temm
loans (normaliy granted during building) to loans for an unlimited period @) _

. are common practice in Europe,. Redemption procedures are also many and varied,

The loans may be repayable in fixed annual instalments, with or without interest,
or in one or mcre instalments at fixed intervals, or at maturity, In scme cases
repayment before maturity is permissible under the loan agreement; but usually
only at the request of the borrower; in others it is not,

Generally spealking, loans for peri-ds longer than 4O years are rare, almost
the only existing examples —~ apart from loans by State financial institutions -

being the loans granted for periods up tu 60 years by the "Credit Associations" in
3
s

the Scandinavlan countries which frequently provide for the postponement of

repayment until the 30th o 4Gth year, 1.,e. only after repayment of the second

mortgage loans made by the WMortgage Associations"; which must be repaid within
L0 years,

(1) Loans by State financial institutions are studied in the second part of this
Crhapter, The name "State financial Institution', is applied, as in the pre--
ceding Chapter; either to the Public Treasury or to any State institution whose
deficit is covered by the State, but n~t tc the semi-~State institutions which
exlst In various cruntries and operate more cr less like private banks: (real
estate credit institutions). ’

(2) Loans for an unlimited period exist, for example; in Sweden and Switzerland,
The loans made by the German Savings Banks, which are renewable every six
months; may also be classified in this category,

(3) See the preceding Chapter for details of "Credit Assoclatlons" and "Mortgage
Associations®,
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. At the present time the generai tendency of States that are in a position to

. influence the policy of real estate credit institutions or mortgage banks -~ whether

:_because they control them or for any other reason - would appear to be to extend

the loan redemption period in order tp make things easier for borrowers, On the
other hand, this period is tending to shrink in the case of private loans,
particularly in countries with a limited money-market and at times of price
fluctuation, and frequently does not exceed 5, 10,15 §r 20 &ears. |

Rates of interest

There are wide variations in the rates of interest now charged for long-term
loans on the various moneyamarkets° For example, about the end of 1950 and the
beginning of 1951 State loans were being capitalized’at rates varylng from 3-3.5%
in some countries (Netherlands Sweden and bwitzerland) to 5-6% and over in others,
The rates for private bond issues varied still more ~ approximately 3.5% in Switzer-
lénd and 8-10% in hustria and Finl2oda

While a survey of the general credit policies of the various governments is
outside the scope of this report, the extent to which arrangements for financing

housing depend on such policies has to be stressed.

In some countries, (Belgium and France), rates of interest on loans for
house~bullding - except, of course, State-aided housing - are higher than, for
example, the rate for State loans, At first sight this difference appears odd,
since it might be assumed that the rates would be roughly the same, and that
housing leans would be among the cheapest, in all countries, The special safe- -
guards attached to first mortgage loans and the security they offer, particularly
at a time when’ unoceupled houses are rare, should have the effect of making the
.rates of interest on them lower than, for example, the rate for loans tc industrial
firms wﬁiqh;aré probably exposed to greater risks, The anomaly is due to a
variety of reasons, among them the rigidity, complexity and insecurity of the

real estate system,

Conversely, it will be recalled that in certain'éountries the real estate
loans commonly granted by the savings banks are apprectably cheaper than those
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granted by the real estate credit institutions or by private individuals,

On the whole, therefore, so far as concerns oply first mortgage loans not
specially assisted by the State, rates of interest vary by as much as three times

according to country, not only on .account of differences in the rates normelly

charged on the various money-markets, but also for reasons peculiar to real estate

loans, mainly connected with the source gf the capital and the structure of the

The rate of intere,st on longwwm rcal estate lo“ns is ‘ncrmally set down in

the agreement for the whole duratlon of the loan.

~ In some countries, however, the

rate may be reviewed periodically or linked to an index, for example, the rate for

State loans, It may be added that such arrangements apply only to loans granted
for a protracted or an indefinite period,

LaS%]y a comparative study of rates of interest on housing loans has shown
‘ that the rates on short-term loans granted during building are, on the vhole,

extremely high, sometimes even higher than the rate for long=-ternm funding loans, (1)

This is true of loans granted to the firms responsible for the building, but

|
|
mortgage system,
|
|
|
|
|
|
|
|
|
|
|
|
|
|

(1) Sample Comparative Table of Rates of Interest
i
Country Short-term loans during Long-term first
: building mortgage loans
% %
;' Finland g8 ~ 10 8 -~ 10
| ‘ France 8 - 9 6 -7
f Germany 8 ~ 9 5 = 6.5
Italy 10 - 14 7 -~ 8
Sweden 35~ 4,5 3 ~ 3,5

!
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main reason appears to be that such loans. cannot: usually be secured by a mortgage

perhaps even more so of loans granted to owners building their own homes,

~and that in any case houses under construction but not completed frequently have

no marke% value, especially where the work is not very advanced,. ln some countries

. housing legislation may affect these rates of interest by 1ncreaszng or reducing

13nders'»risks during the peried. of eonstruction. At any.rate,;t_has been thought

_worth while to draw the attention of\governments‘tb shis point, since it is a not

unimportant cause of increased building costs and an obvious obstacle to the deve-

lopment of ‘housing policies..

Miacellaneous finaneial charges :

But'in order to form a true idea of ‘the cost of real estate loans account should

also be taken of the other financial charges éntalled in such operations,

Some of these arise during the actual sonclusion of the loan agreement, @sge the
emolumehts of the solleitors, noté§ié§‘pﬁblic or brokers engaged to prepare the
deeds; the cost of taklng out a mortgage registration and éurvey expenses, sbampe
duty on the agreement, the, discount which the borrower must allow in order to obtain
the funds (2) ete, It makes 1ittle difference whether these charges are deducted
from the loan itself or paid direct by the borrower, since in the latter case he is

obliged to borrow more to meet them,

Worked out in relation to the part of .the loan which the builder can actually

. devote to the building operations, the actual rate of interest is therefore much

‘higher than the nominal one, It may be added that it is difficult to ascertain the
scope of such charges in the various countries, since they vary with the type of

(1) With the exception of certain medium-~term loans in the form of re-discountable
bkills,

(2) e.g, for loans from the Real Estate Credit Institution in Italy (see Ghapter V)e
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agreement and especially with the amount of the loan. But they may be very
roughly estimated at, for example, 5% of the ‘loan in austria, 10% in Belgium, 5-10% N
in France and lO ~ 20% in Italy,

The annual burden on the borrower is also somctimes aggravated by further ;
charges (e,g, taxation or commission on interest); but this point was not speclally
investigated, ‘

although these miscellaneous charges are of considerable significance, they -
da not always appear to receive speclal attention from housing departmentss,dESpite
the latter!s anxiety to reduce the cost of houses; and they do not in fact emerge'
clearly in the calculation of costs, being frequently made up of a large number of
separate charges each small in itself.

11, SPECIAL TERMS APPLICABLE TO STATE LOANS

A8 wag stated in-tﬁe previous Chapter, one form of State aid in the financing
of housing is the granting of loans to builders in general or to cerbain specified
builders, 'The terms on which such loans are granted are generally such that the
total annual charges on the builder, allowing in particular for other loans which
he may possibly have to raise, can be covered by rentals or, where he ocecuples the
house himself, by a reasonable proportion of his income, But this result has been

achieved by a variety of procedures,

Some States make loans on the usual terms as regards interest and redemption,
the difference between the annual charges on and income from the house being offset
by additional subsidies from the public authorities not subject to the same terms
as the loans, The most typieal exampie of this system is to be found in the ,
United Kingdom, where the Treasury makes loans to the local authorities on the nsual -
terms,( ) while also granting them a nonthly subsidy per dwelllng built,

Other countries, on the contrary, grant loans at reduced rate of interest
which are fixed once for all, together with the duration of the loan and redemption '

(1) Actuaily at rather less than’the‘official rates of interest,
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terms, when the agreement is signed, Examples of such loans are those granted ’
(at 3% or free of interest, for an average period of 46 years) by the Federal

Housing and Reconstruction Funds in austria, or those granted by the French

Treasury to low-cost housing organizations (for 30 of 65 years as the case may be,

at a rate of interest of 2%, although that rate may be reduced for the first few

years and redemption dererred).

" But most of’the countries studied grant loans on much more flaxible terms,
allowing for variable rates of interest or redemption periods, or bobh, adapted to
(1) the financlal charges on the borrower, and (2) the real or theoretical incame
from the house, The following may be mentioned as examples of the systems in

- operation,

Norway: The State grants an initial loan on speciflc terms (2.5% interest, as .
compared with 3% in Sweden, repayment in fixed annual instalmentg over periods of

25, 4O, 45 or even 100 years), It may also advance a further loan {partly

provided by the local authorities), which is free of interest and not at present

repayable, although it may become so later. - or bear interest ~ should the

brofitability of the houses improve, e.g., as & result of inereased rents.

Sweden: The Swedish system resembles the'Norwegian;. but the initial State loan
is normaily only secured by a third morigage (so that there 1s much more scope

for privéte}financing).; For the first ten yearo the rate of interest is not

fixed; bu£ when the agreement is concluded the State guarantees a fixed rate of
interest on the first and second mortgage loans raised on the money-market. If

- the rates on these loans change owing to general moneyumafkétbfluctuations, then -
the rate of intefest(on the initial State loah,‘normally 3%, ig reduced accordingly.
The redemption period for this logh 1s generally LO years. o |

Germanyt Under the German system the terms on which loans are granted are not N .
fixed by law. The redemption ratée is limited to 0,5% per annum so long as the loans

from financial institutions or private individuals are running, belng ilncreased at

the end of that period by the fraction of the rental theun freed, Loans are

supposed to be fully redeemed in approximately 60 or 65 years. Interest. may vary

from 0% to 4% according to the proportion of’ rental earmarked for interest on .
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capital, and allewing for the fraction of that proportica which is required to
repay the builder's initial outlay and interest on the original loan, ‘

Denmark: Under the Danish system a loan must; as a rule, be repaid in fixed
annual instalments of 4.5% of the capitol, whizh includes 3.,5% for interest, 0,2%
for reserve fund and the balance for redemptionj but redemption may be deferred
for a maximum periogd of 20 years, depending on the rental; or the interest reduced
by up to 2%, or beth of these advantages may, where appropriate, be granted
together ~ and, it may be added, partially or totally withdrawn if the profita.-
bility of the house improves,

Netherlands: In 1948 a system was introduced to assist public authorities and
nonnprofitmmaking associations, whereby, in addition to an initial loan repayable

by fixed annual instalments of 4,.5% based on the income from the house; a second
loan free of interest could be granted to cover the difference between the
capitalized value of the permissible rentals and the building costs, The second

loan could become interest~bearing if rentals increased,

Finlind: Under the Finnish system the redemption rate is laid down in the
agreement, (For stone-built houses it is 0.5% per annum for the first 5 yearé,‘
1% for the next 5, and 2,6% for the last 35 yearsy for timber houses, 2% for the
first 5 years and 4% for the next 2L years), If the rate of interest is not

laid down in the agreement, it would now be 1% per annum.

These systems are, in general, typical. of a period of instability in
prices and, especially, in rentals, although it may be necessary to assist
building at the present time, it would be anomalous if the owner drew profit in
the future from such direct or indirect subsidies in the event of his income
being substantially increased either by currency devaluations or merely be a
re-assessment of rentals, Certain goverpments have therefore striven to ensure

repayment in suc¢h circumstances,

In addition; the duration of private loans is in no sense dependent upon
the "life" of the house; but is generally shorter, It is therefore reasonable
that annual instalments on State loans should rise when private loans are redeemed,

since other financial charges are then redvsed, However, the general policy of
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States appears to have been not to draw a parallel between redemption and writing=off
(depreciation); but merely to extend the redemption period in order to reduce present
charges, some reducing rates of interest (and even redempilon instalments) during

the early years and increacsing them later,

It should also be poinbed out that the security required for State loans is so
arranged in most countries as not to prevent the raising of other loans at normal
rates; In fact, States often make do with second mortgages - aud even, in the
Scandinavian countries (particularly in Denmark and Sweden, where other institutions
grant second mortgage loens) with third mortgages, But France is an exception to
this rule,

In addition, in some countries the local authoritles guarantee repayment

of the loan in order, for example, to enable a higher sum to be lent,

It is questionable whether the mortgage security required by certain States for
their leans is always really necessary and whether such a formality, which is
comparatively costly, could not be eliminated, It is obviously esseatlal to
require such security in the case of houses belonging to private individuals, who

are not under the close supervision of the public authorities, But 1t hardly

appears necessary when the owner is a local authority; a public institution or an

association or society in the administration of which the State in one way or
another exerts a major influence, or over which it exercises close control, The

risks are then negligible and do not justify a general proviesion which complicates

" the financing of housing and is bardly likely to bs acted upon save in exceptional

cases,
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Chapter VII

A s ot s et

ASSISTANCE BY PUBLIC AUTHORITIES: - GENERAL CHARACTERISTICS(l)

The first point ncoted, on studying the housing policy pursued in the various

countries, is that as far as the improvement and renovation of old houses are

cencerned, assisténce fraa the public authoritics is generally limited to the

with rural housiﬁg’ Whercas all States provide financial facilities for the

repair of buildings dmmaged during the recent war and certain werks in connection

repair of war-damaged property either as part of their general housing policy or

under war-damage legislaticn, only two of them - France and the Netherlands -

appear to provide assistance for the renovation or improvement of 0ld houses which

escaped war-damage.

Conversely, in all the countries studied except Switzerland, most of the new

- housing now being built is assisted in cne way or enother by the public authorities.

. The proportion of assisted housing to the total number of dwellings built annually

vanges from about 70% (Western Germany, Denmark) to 100% (USSk). In Switzerlend,

the‘provision of housing subsidies by the Federal Goverrment came to an end in

1950, although a number of cantons and communes continue to provide assistance for

house-building,

Finally, in several countries (Belgium being a case in point), special

facilities are gronted to families wishing to buy new houses for perscnal occupa-

tions

S Nevertheless, payments by the public authorities represent a fairly large

proportion of the capital invested annually in house-building, It is diffigult,

nowever, to supply exact data on this point, such assistance taking the form not

only of financing facilities proper (loams, capital subsidies, building by direct

labour) but-also of other measures solely designed to make up, in whole or in part,

any yearly deficit in property management accounts (interest reductions, annual,

(1) Taxation poliey in respect of housing is not dealt with in this report.
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subsidies etec.), However, for the purposes of obtaining a preliminary idea of the
proportion of building investments accounted for by State payments, the latter
category of assistance may be regarded as negligible, since by and large it still
represents at present only a small fraction of the total payments made each year
by the public authorities. Subject to that proviso, present capital investments
in housing(l)may be regarded as being derived from public funds to the extent of
100% (or nearly so) in the USSR, over 75% in Norway anc the United Kingdom,

50-75% in France and the Netherlands, 40-50% in Western Germany, Belgium, Finland
and Italy and 25-35% in Denmark and Swedede In Switzerland, the percentage is
much lower, Eut no figure can be given(%)

No precise figures can be given for the assistance rendered by the publie
authorities in making up the yearly deficit in the management accounts of
assisted housing, Such assistance is sometimes rendered by the actual payment
‘of annual subsidies but a different procedure is adoﬁted in other cases ~
reduction of the rate of interest on State loans (or suspension of redemption
payments or extension of the redemption period); payment of capital subsidies,
before or during building, permitting a reduction in the amount of ordinary loans;
and the letting of houses built by direct labour at comparatively low rents.

What is certain, however, is that the amount of such assistance is neceassarily
greater'the lower the rents (especially of new houses) and the higher the rate
of interest normally obtaining in the financial merket. In this respect, Austria,
‘Finland, Italy and France come off particularly badly; Sweden and Switzerland,

on the other hand, appear to be in a relatively good position,

Financial assistance for housing constitutes a greater or lesser burden on
public finance, whether it be the exchequer or the budget, accordiﬁg to the
country concerned. Here again, no details can be given, but to provide some idea
of the comparative effort represented by the annual outlay of the publie

authorities, an attempt has been made to work out its percentage ratio to the

(1) For work on old and new housing alike, v
(2) See also Annex B —~ the synoptical study made in respect of 1949.
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national income of each country, and its cost in Swiss francs per head of the

population. The figures are set forth in the following table, which does not
include Austria, Finland and the USSR:

© Volume of payments made in 1950 for housing purposes

Percentage of ‘ per inhabitant, in
national income Swiss francs
* Switzerland less thanll | less than 20

Italy | 1 = 1.5 L R -
Denmark o i 1.5 | - about 4O
France / , 2 ' KO - 45
Belglum ° - | 2 50 - 55
Sweden ‘ 2 | - 50 - 55
Western Germany ‘ 2 - 2.5 .- V, 35 - 40
Netherlands ‘ 2.5 -3 . 45 =50
United Kingdom } 205 ~ 3 60 = 70
Norway ? L ‘ - | about 75

These figures may, however, give a mistaken idea of the effort put forward
and of the future liabilities thereby incurred, since they take no account of
the form of the assistance given, and especially of the scope of the commitments
entered into by the State as regards future years. Scme countries concentrate
on a policy of granting loans or building by direct labour; in that case, there
will be cash returns (repaymént instalments or rents) corresponding to the
amounts now being paid out, and provided assistance stays at its present level,
the actual financial burden will remain constant or even diminish, according to
the terms on which the public authorities themselves have obtained the requisite

funds. Where assistance mainly takes the Zorm of outright capital subsidies,

_the actual financial burden will increase or stay at the same level, conditions

being equal, according as to whether the capital is derived from loans or taxes.
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Where assistance takes the form of annual subsidies, the financial burden will

 increase substantially( 1 if that poliecy is continued, until the final instal-

ments due on the initial undertakings have been paid over, actually, various

forms of a531stance are in evidence in each’of the countries coneerned, However,

. oertain tendeneies appear to predominate in indlvidual cages.

Broadly speaking, the financisl techniques employed in a particular country
depend primarily on the trends of the housing policy pursued by its government.,
Such policy is, of sourse, guided by a number of considerations: the general
economic situation of the country, the state of the financial market (and of
public finances), the level of rents, the general social structure, the varying
degree of urgeney of housing requlrements in different parts of the country, .

and even more, perhaps, the influence on public opinion of certain groups or

-certain social categories. At rock—bottom, howaver, it is nearly always found

~t0-be based essentially on the party doctrlnes, whether 1mp1101t or expressed,

of the political groups in power,

In a very general way, a distinction can be made between the countries which .

confine assistance to certain categories of builders and those which provide

assistance to all builders without exception (in some cases in varying degrees
and in dlfferent forms) ‘

Countries in which State assistance is confined to certain categories of
builders are Belgium, Italy, the United Kingdom and the USSR.

The two last-named countries are both characterized by the pre-eminent
degree tu which theirfhousing‘economy is planned, Although State assistanca in
those countries. is confined to certain categories, there is no housing construc-
tion by builders outside those categories in the USSR, and extremely little in
the United Kingdom (less than 2% of total new building in 1950). However, the

(1) Where, as often happens, loans are made at reduced rates of interest, the
operation is tantamount in essence to a loan at the normal rate, plus an
annual subsidy in the form of interest reductions.
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category of builders receiving assistance from the public authorities is not the

same in each case. 'The USSR, after having‘in turn encouraged building by the |
co-operatives and’ the local authorities {local Soviets), at present bases its

policy on encouraging building by individual undertakings and services as

employers of labour, staff océupatioh of the accommodation prdvided béing apparently {
bound up in many tases with the labour contract, Building by individuals wishing }
to own their own homes is also encouraged. The latter form of assistance, however, &
still appears to be a minor factor in housing construction policy (15% in the

1946-50 Five-Year Flan), In the United Kinzdom, on the other hand, building is

mainly done by the local authorities, and-only to a very minor degree by'pm;vate L
individuals receiving compensation under the war-damage legislation and by certain
non-profit-making bodies (housing associations):enjoying State support. No
assistance is given to private individuals wishing to build or buy a new house

for personal occupation.

In the case of Belgium and Italy, assistance by the puSlic authorities,
while confined to certain categories of builders, appears to cover only a fraction
of total new construction, and unassisted private enterprise still occhpies a
prominent place, The only recipients of assistance are lowacdst housing bodies
of a public nature,(l)indiViduals or organizations building houses intended for
owner-occupation(z)and owners of war-demaged houses recohstructing their propérty.
But whereas in Belgium the amount of assistance given to the last-named category
is very considerable and represents a high proportion of present housing
expenditure by the public suthorities, it appears to be much smaller in Italy,
State efforts being mainly centred on low-cast housing, The two countries are
deliberately pursuing a broad policy of encouraging workers to become owner-

occupiers,

(1) The housing and low~cost housing associations in Belgium (although not
possessing that status in law and including private shareholders), and the
"INA-Case" in Italy, may be regarded as coming into this category.

(2) and to prospective occupants to assist them in buying new houses.
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Coﬁﬂtries in which btatc assistance appears to be given to all builders
without exhéption ére ustrza, Denmark, Fiuland, France, Norway, Netherlands,
Sweden, uwitzerland and Western Genmany. However, the assistance in. -question
d0cs not apply to all cat gories of bulldin* but only. to certain of then,
coverlng a w1der or lesser range according to the country concerned, while
precautlons are taken to see that assistancs lS not misapplieds In addition,
Speciflc categories of builders in many caccs enjoy preferential treatment, both

de facqo and de Jure, a8 rogards utwvb fiivnelel agsistence,

In the Netherlands, it would appear thut nen~profit-making bodies (public
or private) or owners of war-damaged property have been responsible for praotically
the whole of new housing construction. While the scope of State assistance is
wider in principle than in the United Kingdom, housing policy in practice is on
very much the same lines in both countries. One .point of difference in the
NetherWands is that the non-profit-making a;encies responsible for building
include co-operatives as well as the local authorities; while the reconstruction
of damaged houses under war-damage legislation occupies a much more prominent
places Both countries discourage house building by would-be owners~octupiers. In
Austrla, the position seems to be fairly -sinilar, war~damage vietims being granted
much greater facilities than other builders.

In the four Scandinavian countries (Dermark, Finland, Norway and’ Sweden),
special war~demage legislation is either non-existent or plays an insignificant
part in housing policy, Another feature 4s that the facilities accorded to non-
profit.making bodies (loecal authorities; co-operatives etc,) and prospective
owner-occupiers are substantially greater than those accorded to other builders,
But whereas in Norway the State supplies all applicants with the major part of
their finance, the Finnish authorities. appenr to do 80 only in the case of none
profit-making bodies and small owners, other applicants rccelving only subsidiary
financial assistance. In Denmark and Swecen, the State contribution towards
financing non~p£ofit~making bodies is less extensive, and is even smalléer in the
case of other applicants,
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In Germany, on the other'hand, State assistance scoms to be at the same
level whatever the category of buildérg(l) The same applied in Switzerland
during the period when the Federal Government assisted housing (up to 1950).

In both count”ius, the only limitations relate or related to the ‘size of the
building (floo¢~space etcd) or conditions for occupation (rent chargeable,
occupantts income etc@)q The limitations imposed are far nore at?lngent in
Germany than they were in Switzeriand. Of the conditions with which applicants
for State assistance of any kind have to comply in the various countries under

review, those laid down in Germany appear to be the most rigorous of alls

The ﬁrimary feature distinguishing present policy in France from that of other
countries is the amount,éf aésistanae,given to owners of damaged,property under
war-damage legislation, this béing far in excess of that given in.other séctors.

In consequence, payments made under this,héad at present make up the bulk of
tate expenditure on housing. The relative impoftance of these pdyments will
probably diminish during the next few years if the new measures introduced two

years ago to stimulate building continue to develop. 4s for the other sectors,

it is hard to Judge whether any of them receive preferential treatment in view

of the dlversity of the methods used, As in the case .of the two countries just

mentloned assistance is now given to all buv]d@ve -although there are conditions
(albeit falrly liberal ones) as to the size of dwellings and the qualifications of
the occupants. French policy also has another feature which distinguishes it from
that of other countries; assistance in resﬁect of existing houses (grants for
improvement. or renovation} extension of housing allowances for large families to

oqcupants of old houses).

Despite their diversity, the financing techniques empioyed can always be )

summed up as belonging to one of the four basic categories listed below:

~ building by direct labour o }

-~ loans

P ot

(1) Although the nonwprofitnmaking bodies now appear to be playing a leading réle.
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=~ subsidies
- guarantees,

Building by direct labour by the State itself -is rarely practised, On the

other hand,‘the local-authorities are responsible ‘for a great deal of building of
this kind in certain countries (probably about 80% of the total in the United
Kingdom, 30% in the Netherlands, and 15% in Sweden), In other countries, while
the local authorities také little or no direct part in building, other public
bodies do 80 to-a greater or lesser degree (USSR, Italy, Belgium, France).

" Except in ths USSR, the financing of building by local authorities or public
bodies is invariably covered for the most part, if not completely, or almost so,
by State 1oans¢ ' "

In western Germany, Austria, Denmark Flnland, Norway and Sweden, loans
represent. almost the only form of state intervention, whatever the housing sectors
concerned. The terms and condltlons on which they are grant (total amount,
reduction of in erest rate, duratlon, arrangements for redemptlon) enable the

governnents to adgust thelr assistance to economic condltlons as they affect

housmng (level of rents. financial market condltlons) and the general policy which

they intend tu pursue. In the remaxnlng countries, other means are used in
addltlon to S ate loans., In the United hlnngm, State loans granted on terms
falrly close*y resorbllng those of market loans are supplemented by annual
subsidies 1ntended to balanca operatlnw accounts. In the Netherlands, State 1oans

are not granted except to non—profltumaklng bodies, public or prlvate, and (as an

addition to compensation), to owners of damaged houses. As far as the former are

concerned, the tendency is to reduce them, but they still make up a substantial
part, if not the bulk, of annual capital investments in housing construction,

As in thernited Kingdom, loan conditions cioncide fairly ¢losely with ﬁarket
terms, except that non-profit-making bodies receive an annual subsidy. In France,
the grant of State loane is restricted to non-profit-making bodies and individuals
in low-income groups building their own homes. A4t present, these loans constitute
only a fairly small part of capltal 1nVestmenta in housxng construction and State
expenditure on housing, but are fairly rapldly assumlng éreater 1mportance. In
the USSR, State loans are designed solely to facilitate house~building by would-be
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owner-occupiers, and are at present limited to a period of seven years. In

Belgium and Italy, State loans are merely employed as a temporary contribution,
in sectors which the State wishes to encourage, when the usual financing bodies
are unable to raise sufficient funds on the market., The only country in which

the policy of granting State loans is not applied is Switzerland.

The practice of granting subsidies is applied in all countries where loans
are notjthe sole means of State intervention; and even in countries where such
is the case, they are scmetimes granted by the local.authorities. (In the case
of the USSR, however, it would be incorrect to speak of subsidies, in view of the
very nature of the economic structure.) Of the various forms of subsidies, a
distinction should be made between those given in fhe form of lump-sum capital

payments, and those paid out in annual instalments,

The fofmer system is generally applied when giving assistance to owners of
war-damaged property, Except in the case of iustria, war~-damage legislation in
the varioué countries provides, in fact, for the payment of compensation in a
lump~sum either to all claimants (Beigium, France, Norway, United Kingdem) or
in certain individual cases (Italy, Netherlands).(l> Apart from this, there are
other cases in Which‘capital subsidies are granted, In Belgium, a grant (10-15%
of the cost of éonstruction)'is given under certain conditions to anyone buying
a new house or having one built, and this concession may be .combined with others.
In the Netherlands, since 1950, State .assistance to private builders (other than
non-profit-making bodies) has taken the form of a capital grant calquiated on the
basis of building space and subject to certain conditions. This'grant may amount
to an average of 30-40% of the cost of construction, Finally, in Switzerland,
finanecial intervention by the Federal Government in the past took the form of
capital s?biidies, this method being still applied by individual cantons or
2

conmmunes ,

(1) Under the provisional legislation,

(2) There are other forms of capital subsidies, although of far less importance,
such as subsidies for rural housing in France: see Chapter VIII. o
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. Several countries employ the system of paying subsidies by annual instalments,
whether for housing in general or for a particular sector, the basis of calculation
and the pericd of payment varying from country to country, The following appear
to be the main types: In Belgium, they generally take the form of contributions
towards interest charges; in other words the State assumes respons1b111ty for

part of the 1nterest rate on loans made by parties other than 1tself( ) In France

a system of grants for hou51ng construction has been in operation elnce 1950,

this constltutln the key element in the policy of encouraging prlvate building.
The grant takes the form of a fixed sum per square metre paid annually over a
perlod of 20 years, and cannot be combined with the facilities granted to bullding
in other sectors. In the Unlted Kingdom, a fixed annual grant per completed

dwelling is given to State-aided non—-profit—making'bodies° In the Netherlands,

" annual instalment grants are likewise given to non-profit-making bodies. In

‘Italy, arinual instalment ‘grents formed the main system of financing employed by

the State before the establishment of "INA~Case", and still represent ohe of the
main elements of its poliecy. The grants usually amount to 4% per year of the cost
of construction, and'are paid to non-profit-making bodies (public or private)

~ specializing in low-cost housing, on the one hand, and to owners of war-damaged

" ‘houses ‘on the other, being paid over a period of 35 years in the first case and

30 years in the second.

Finally, the etate or local authorities, in a number of countries, guarantee

. loans by flnanclal bodies, as already noted in the preceding chapters.

- To sum up, while the public authorities, in all countries except Switzerland,
give substantial assistance towards the finaneing of housing, the scope of such
asgistance varies widely between one country and another. Furthermore, the form

of assistance differs to a greater or lesser degree according to the State concerned,

The three major sectors in whlch 1nterventlon by the public authorities is a

prime factor are:

(1) State loans at reduced rates can also be broken down, as stated earlier, into
@ normal loan and a reduction of interest charges.
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~ the finéncing of non-profit-making bodies (public or private);

- assistance to private 1nd1viduals wishing t¢ build a house for
family occupation,

- reconstruction by their owners of war-damaged houses.

Even where certain facilities may be granted to all builders State assistance .
seams to preserve very much the same characteristics. It clearly emerges, in fact,
that generally speaking these facilities either represent no more than a small
fraction of State assistance to bLuilding, or arc directed to one of the above aims,
in that houses constructed privately (by associations or individuals) are in many
cases built either by industrialists wishing to 2ssist in providing nousing for
their staff on a non-speeulative basis, or by persons wishing to provide their own

accommodation,

By and larze, however, the planning element in State policy is bécoming more __—
and more marked, This is evident not only from the fact that in certain countries
State assistance is confined in practice to bodies subject to its control (USSR,
United Kingdom, Netherlands) and that in others the r8le of these bodies has
considerably expanded since the war (Sweden, Dermark, Finland and even Belgium,
France and Italy), but also, and perhaps even more clearly, from the fact that
the conditions under vhich these facilities are granted are resulting in
increasingly active intervention By govermment departments,; or in a stricter
control of building (site arrangement, plans, prices, etc,)¢ In some countries,
this type of planning seems to be taken as 2 matter of course, although in others
the desire for a freer hand for private enterprise is still more or less in
evidence. To some extent, this trend is the direcct result of the increasing r8le
now being assumed by the public authorities in the finaneing of housing (since
they naturally have to bake steps to see that the sums paid out by them are used

to good advantages), but in certain countries the converse is also true,

In some countries, but not in others, finaneing methods vary according to
the category of builder and the housing sector concerned. In the Scandinavian

countries, Western Germany and Austria, the methods applied appear to be identical,

R I I
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although the amount of assistance vaiiea.(;)‘~1n Belgitm, France, Italy, the
Netherlands and the USSR, on the other ‘hand, different systems are employed in

each case,

Finally, it should be noted that in practically-all countries the local

~' authorities -~ quite upart from the State - often play an 1mportant part in

'hou51ng finance policy, whether engaging in bul’dzng themselVes, partic1pating in
"building organlaations or prov1d1ng the latter w1th assistance in the form of

| subeidies, guarantees, grants of land ste,

(1) Except in the case of war-damage legislation in iustria and Norway and the
special measures mentioned‘in Chapter XI for allkthe countries cncerned.
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Chapter VIII

METHODS EMPLOYED FOR FINANCING NON~PROFIT-MAKING BODIES

The hfuding conditions of the poorer sections of the community have long, if
not always, Yeen a source of public concern in the various countries, and efforts
have been made, bnth publicly and privately, to remedy the worst cases. The first
laws on the subject dote back ulmost o c:ntuxyl’ , and the first shaff hdusing
schemes undertaken by emplayers probably belong t> the same period. But all
these efforts were of a somewhat sporadic nature and were not very successful in

overcoming the evils they sought to remedy,

The wnrking class housing problem was widened by the economic and social
developments which, as briefly described in Chapter III, gave rise to the general
conviction that the housing conditions of most, if not all, workers were inadequate,
while accentuating the disparity between rentals and a normal economic return on
house property. Existing laws on the subject’were:then progressively extended
or amended; and new ones enactedg.:.This legislation led everywhere to the estab-
lishment and development of public or pririte non-profi t—making bodies, which came

to play an Increasingly important part in housing construction.,

In certain ccuntries, the activities of these bodies were astuslly extended
to cover the housing of the population as a whole (with the sole exceptisn of
Tuxury dweliings),‘\ This tendency may be traced back to several causes; 'a level—
ling up of the housing conditions of the variius social classesy the adoption

in town~planning the:ry of the prine¢iple that housing estates should cater fer -
persons of varied origin and not be restricted to particular classes; and ~ in .
certain cases- the political leanings of the governments concerned, At present,

it seems to be affecting an ever wider range of countries,

Whatever the scope cf their activity (which varies frem one country to-

1) There may be nthers of an even eariier date,
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anether)l), the public or private non-profit-making bodies invariably represent
the category of builders mpst favoured by the public authorities, In some cases,
as already noted, they are the only buildefshenjoying the latter!s assistance,

I, MAIN CHARACTERISTICS OF NON-~PROFIT-MAKING BODIES ENGAGED'IN BUILDING

Although differently organized in each country, these bodies can be roughly

zclassified into three groups:.

- co~operatives set up by the persons who are to occupy the accommodation
provided' ' o -

- private societies or associations whose members are not the occupiers of
the accommodation provided;

-~ public bodies or autharities.

Co-operatives -

' The co~operative movement has’ developed widely in a whole serics of countries.

”,It appears to be playing a leading r8le in building in Finalnd, Dermark, Norwny,

Poland, Netherlands, Sweden, Switzerland and Czechoslovakias In Germany, its rﬁle
appears ‘to be less considerable, and in Belgium, France and Italy to be a very ‘ninor

one, In ‘the USSR, the co—operative movement was encouraged at one period (up to

~about 1936-1937) but seems to have suffered a setbaok.

Leaving aside the co-operatives set up by wouldpbe owner~occupiersz)’ the
housing co-operatives possess the common feature that the housing builx by them
remains thelr own preperty, the ‘co=pperators being mere tenants, ~In seme countries
CH-5 Poland and Czechoslovakia) ‘the relevant laws and co—operative statutes permit
members to purchase the pouses in which they live, either by a lump-sum payment or
by instalnwnts, but this option i not normally granted.z Usually, even where a’

1) In Italy, for example, their activity extends only to the poorest claases; 4n
the United Kingdom, it cdvers the entire population. S

2) See Chapter IX below,
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. co-operative is wound up, its house property has to be turned over to the local

authority or to another non-profit-making body.

The rights of co-operators in respect of the dwellings which they occupy vary
in scope, In some cases (e.g. in the Netherlands), the co-operators are merely
tenants, E&sewhere (e.g. in Switzerland and the Scandinavian count:ies), they
have a permanent contractual right of occupation so long as'they remain members of
the co~operative, and can hand on that right to their children together with
their co-operative share certificatey but they are debarred from sub-letting,
and in disposing of their rights must conform to certain rules, In some cases,

they are free {0 make internal alterations t- their dwellingsj‘}D

Generally speaking, the rents are based entirely on the charges involved
(ineluding tha financial charges) and thé'co&operatives are free to reduce the
rents as and when the charges diminish (e,gs following the repayment‘of loans),

But this does not seem to apply in all cruntries; In the Netherlands, the soclety
canno® retain more than 20% of the surplus in the annual management account and
must hand over any excess to the local authority as compensation for the facilities
and subsidles granted to it. In Demmark, the 1933 and 1938 laws stipulate that
rents are o be regulated, and that any surplus remaining after the capital is
written off should not accrue to the co-operaters but shculd be used for further

building,

It is the rule in every country that co~operators; on joining the societies,
must pay a contribution, the amount varying according to ccuntry and co-operatives
in some instances, it seems to be as much as 10% of the cost of the dwelling,
although the usual figure seems to be no more than 5%, In some countries, the
contribution may bear interest within limits fixed by laws in others, the
interest is pald; in practice, in the forw of a rent reduction, The principle.of
paying a contribution has been readily accepted, whether because co-operators
considered the lower rent for the same quality of housing %o be aderuate
compensation or because the first real upsurge of the co-operative movement took

place at a time when the payment of a premium and "key money! by an incoming tenant
1) 1In Germany, this right seems to be a genuine property right, entailing
regisira®ion at the mortgage registry office,
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had become the current practice, even though forbidden by law, as a result of the
(1) . .

acute hou51ng shortageQ

When a co-operator proposes to resign, he can usually do so by selling his
share to another person who replaces him as a co-operator and takes over his house,

' That transaction is always subgect to control by the co—operative itself in order

10 prevent speculation and the entry of undesxrables. In Sweden, the selling
price is equal to the amount of capital paid back on the flat., Usually, the

-, co-operator may return his flat to the co—operative, which then refunds his

contribution, less the amount already redeemed. Under cartain statutes, howaver,

co-operatives are allowed a perlod of seVeral years in which to repay this sum,

the original pnrpose'of this precautionary measure being to safeguard co-operative

funds at times wheh there were large numbers of vacant premises-on the market.

Invarlably, the co~operat1ves are prlvate socicties or associations. Generally

speaking, each 1ndividual co-operator has only one vote at the general mesting

- regardless of the amount he has contrlbutpd. Some statutes allow persons other

than the occupiers to be members of the co~oparativé or to be represented on the

- board of management (public authoritics, private phllanthroplsts ete,), but in

others thls is forbidden. (2)

In all countries co-operatives enjoying special benefits from the public

- authorities (whether State or local) are usually subject to some degree of control.

(1) This appears to have been the case in Switzerland, where the co-opefatiVes

developed extensively at. the time of the housing erisis following the 19lh~1918
war,

(2) In the Netherldnds, a number of societies approved under the law of 1901
(governing assistance for low-cost housing) have not assumed co-operative status,
although constituting de facto co=operatives, in order to be able to admit’none
beneficiaries (such as the mayors of communes) to membership - a practice which is
forbidden under the legal provisions governing de jure co-operatives.




Tii/HOU/WP,1/11
page 77

Control seems to be particularly marked in the Netherlands, where it is exercised
by the local authorities, and in Denmark, Poland and Czechoslovakia. In Nérway,
the local authorities have = reprcsentatlve on the board of management of each of

the societies which they assist financlally.

In most countpias, the houses are built apd administered, vhen completed and
occupied, by the same co~operative. In the Scandinavian countries, and particularly
Sweden, however, the organization is on\diffefent lines. The actual building work |
is done by local co-operatives, known as the “par;nt societies”, which collect
members' savings and secure loans and sub51d1es. ‘Once- the bulldlng is complctud,
the occupants form a "hbranch soc1cty", whlch purchases the property from the
"parent socicty".  This system seems to be particularly well-devised, sincu thv_
considerations exercising builders and administrators ars not necessarily ;dentlcal.

In Norway thefrule is that thu managemunt board of'thu‘"parmnt socliety" should
always include a ‘majority of .persons sueking accommodatlon ~ the object. belng to

keep intorest in new building always allve.

A final p01nt to be noted is that in the countries where the co-bperatives
seam to be particularly well»dSVelopad they generally havu the backing of a
powerful central body (the Federathns,ln Norway and Swedun, the Union for the
Improvement of Housing in Switzerland, ete.). These bodies, which in some cases
are éubsidized (esgs in Norway), may be said to play a substantiﬁl part in housing

development. In Sweden, they are genuine holding companics ownlng and managing a

- chain of industrial plants,

Other private bodies . .

Apart from the co-op;ratlvps, there are various types of private bodies
(foundations, socisties, associntions) which contribute towards the provision of

low-cost housing in Germany, Austria, Belgium, ﬁenmark, France and the Netherlands 1)

(l) "Public Utllity Dwellings" in Germany, MHouse Building and Publlc Utility
Development Associations' in Austria, "Low-cost Housing Societies" in Belgium,
"Public Utility Building Societies" in Denmark, the "Moderate Rental Building

“Societies" in Franece and "Approved Associationa" in the Netherlands.
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Similar bodies 'also exist in the United Kingdom and Portugal ( ) but appezr to

operate on a very small scale.

E T

These bodies have the following common chéféiteriéiics; they are non-profit-
seeking and are mainly composed of“persons‘other'than”the’bcéubiérs; they are

“covered by special logislation and ‘are granted speeial facilities by the publie

authorities (the legislation and facilities usually being the same -as in the case
of the co-operatives).  Originally - and their origin ih some cases is extremely
remote — they were often charitable or benevolent -institutions. * 'The funds with =
which they were provided were outright gifts, and the mémbers and directors worked
on a voluntary basis, Nowadays, cépital is also put up in certain countries by

+ industrics wishing to find accommodstion for thelr workers, thé’industries in

question either joining existing bodies of collaborating in establishing new ones.

There seem to be two reasons for this trend: on ‘the one hand, the industries were

anxious to enjoy the facilities granted-to those bodies’ under special lugislatlon
(tax rellef, subsidies, loans ete,); on the other hand the governments, for their
part, encouraged such participation on the principle that where such bodies enjoy
autonomy in faect, and not in name only, some of the disadvantages arising where

workers are housed by their employers are avoided.

“In certain countries, (e,g, France, Unit:d Kingdom), theé bodies are -entirely
private but are generally subject to State ‘controls - In othérs, they are mixed
bodies (semi-public, semi-private), the extent of the contribution made by the
public authorities (State or lucal) as regards both capital invested and man&gemant
varying from country to country. In the case of Belgium, where the YLow-Cost

Housing Societies® have much in common with certain public services in other

(2) ‘“Housing Associations® in the United Kingdom, "Remio® organizations in Portugal.
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countries, (e.g. SWeden)( ) the authorities seem to hold a magority interest.

By and large, it would appear that the tendency - at any rate in the
countries where these non-profit-making bodies play an important part - is for
their boards of management to be basically composed of representatives of the
public authorities and individual industries (employers and, occasionally,

employees),

' o . 1 Certain types of association have no individual capital, - In the case of
others, the juridical ferm is that of a society or fouhdation, and they possess
their own capital, in every case, however, there ig a limitation on capital |
returns (generally speaking, the maximum figure is 5-6%). In the event of the
body being wound up, the credit balance, after repayment of capital, ?git be

turned over to a public authority or another non-profit-making body,

The capital - where it exists - is nearly always ﬁgry small, usually
‘ - equivalent to less than one-tenth of the cost of Comstruction, Building
is carried out almost entirely by means of loan capital. '

Public authorities and public bodies

In no country is there any direct building of low-cost housing by the State,
The bodies which do the building are the lccal authorities or autonomous public
bodies,  The provision of accommodation for State emp;oyees, in certain cases
-constitutes the sole exception to this rule, Everywhere the State excrcises

control over the local authorities and public bodies responsible for building.

(1) ©f. the Finnish system of "semi~municipal® flats described in Chapter IX.

' (2) In some cases, however, the’persons putting up the capital, once it has been
. repaid, may be allotted part (although a very small part) of the assets,
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Such. control 1s based primarily on the general system of supervision applicable to

local authorities and public bodies'in each country, but in certain instances it

also has individual features stemming from'spééial legislation; it varies in

atriptneés from country to‘country. In somie countries, intervention by State
departments is strongly in evidence at all stages of construétion (choice of

architect and contractors, preparation of plans, conclusion of contracts, works
superintendance etc.), and it might almost be said that the buildings, although

they do not become Statc property, are in-fact constructed by the State by proky. s

Tt 1s however extremely difficult to assess precisely the degree of State inter-

vention in each country. The extent to which the State makes use of the powers
of control conferred upon it by law varies from one country to another, while
thesé.powers are exe?cised in different ways in individual cases agcordihg'to the
amount of confidence which its departments have in a particular Body, or according
td»the real authority, and particularly the political‘authorixw;exefcised by those

departmenté; conversely, even where its poﬁers of control are theoretlcally very

restricted; the Statc has various means of bringing considerable pressnié to bear
in actual practice, being in most cases the party responsible for'putting up the
bulk of the funds, - -

The countries might conveniently be divided into two categories: those where

+the localrauihorities build by direct lébbur, and those where the bgildingvis done
by spgcialized autonomous bodies, Most countries come into thé fifst‘éategory,

the second containing only France and Italy. The latter category, however, might
alsc be said to include Belgium and Sweden, Since the “Low-cost Housing
Societies" in the former and the "Public Utility Societies" in the latter, although
subject to private law, derive théir basic capital, as élready stated, from public

" funds, and representatives of the lucal authorities usually constitute the majority

on the boards of management.

(1)

(1) In Finland, epart from housing built direct by the local authorities for
renting, there are "semi~municipal" flats built for sale by housing societies
set up on the initiative of the local authorities (sce preceding chapter). .

In Spain, the National Housing Institute, which builds low-cost housing,
also seems to be an autonomous public body. : :
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The "Public Cffices for Moderate Rental Hbusing" in France are autonomous
local bédies set up by the Sﬁate at the suggestion of the local authorities
(Departements or communes), The founder-authority has to put up the capital,
known as the "endowment"”, either in cash or in the form of iand, and is heavily
represented on the board of management, which also includes a number of personages
chosen for their special qualifications and representatives of the tenants (the

inclusion of the latter being a fairly recent innovation).

Italy has long had her "Provincial Institutes for Building Low-Cost Dwellings",
which, while operating on very much the same lines as the French Public_Offices,
are bodies set up by the State without the help of the local authorities. A
MNational Institution for Building Houses for State Employees" has been set up on
the same pattern, but covering the entire country. Apart from these institutions,
which date back for several decades, there is another autonomous piblie body, known
as "INA-Casel aﬁd set up in 1949, which is now tend&ng to become an increasingly
important factor in housing policy, having been made responsible for building some
300,000 dwellings over a period of seven years. Tts Executive Committee includes
representatives of the local groups concerned and of the public administrations,
The work is carried out under the Exccutive Committes's auspices by the National

Insurance Institute; a private body controlled by the State.

The proportion of total house-building accounted for by dwellings built by the
local authorities and public bodies varies widely from country to country., It
appears to be as high as 75% in the United Kingdom and USSR, around 25 - 35% in
Finland (1), the Netherlands and Sweden (2), 10 ~ 20% in Austria, Belgium (3),
France and Italy, and a much smaller percentage in the remaining countries, The
general conclusidn scems to be that the activities of these bocies have extended

gince the war and are still tending to do so, For some years, that tendency has

~been most marked in Finland, the United Kingdom, the Netherlands and Sweden, and

(1) Including housing built by the “Semi-Municipal Flat! Building Societies,
(2) Including housing built by the Municipal Public Utility Societies.
(3) Including housing built by the Low-Cost Housing Societies,
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has latterly been in evidence in Belgium and Italy. Only in Austria does the
proportion of houses built by public authorities and public bodies to tctal house
production appear to have diminished as compared with pre-war,

Fiﬁally; as already pointe@ out, the dwellings thus built are either sold on
easy terms or merely lst, the practice in this matter varylng considerably from

country to country.

1T, Main chavacteristics of financing machinery

In most couhtries, low-cost housing is today financed in the main by the State

or by semi-State bodiecs, but this form of financing is not the only one used, and
other sources of capital also play their part.

Various forms of State aid

State assistance, in all countrics except Switzerland and the USSR, takes the
form of low interest or interest-free loans. The main features of these loans
have been éumﬁarised in the second parts of Chapters III and IV, and need no
recapitulation. They would appear to constitute the sole form of State aid in
Germany, Dermark, Finland, Norway snd Sweden. ()  In Austria, Belgium, France,
Italy ond the United Kingdom, on the other hand, State loans are supplemented by
other facilities,

In Austria, the Federal Housing Fund is empowered not only to grant loans
direct, but also to give interest allowahces in respect of other loans contracted
by non—brofit—making bodies so as to bring the rate of intcerest on those loans
down to 3%; these allowances are granted for the term of the loan, and for a
minimum period of 10 years.  In addition, it can give a guarantee of settlement

(1) Apart from tax relief, which, however, is commom to all countries.(as noted
in the introduction to the present report, however, no study has been made of the
question of taxation as it affects housing). Furthermore, certain social groups,
especially large families, enjoy special facilities in certain countries.

A study is made of the latter in Chapter VIII‘
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~in the case of loans covered by a second mortgage only.

In Belgium, the Low-Cost Housing Societics are all affiliated to a National
Low-Cost Housing Society. The latter's capital is put up by the State and the
‘provinces, and it is therefore rezlly a public body, although not possessing such
status in law, The National Society provides the finance for the local Low-Cost
Housing Socicties by means of advances unsccured by morbtgage and repayable in 66
annual Instalments of 2.35% (interest and redemption), plus a contribution of
0.40% towards expensss. The Naotional Socicty obtains its funds from the State,
the General Savings and Pension Fund or other sources. The differehce in rate of
interest betwsen the advancss it makes and the loans it contracts is covered by the
State, which often guarantees the private loans as well., In the event of the
National Socicty being repaid in advance, it re-invests the capital, = It not
merely acts as a financial establishment but supervises construction work and runs
its own technical research depsrtment, but it never engages in‘building by direct
labour.

In France, the State, apart from making loans to the "Moderate Rental Building
Associations and Offices", is also empowered to grant them interest allow&nces,
which may amount to as nuch as 4.5%, on the loans which those bodies have to

contract elsewhere,

In Italy, the bodies concerned with low-cost housing, and particularly the
Institutions for Building Low-Cost Dwellings, derive their funds in the main from
loans —~which may amount to as much as 100% of the cost of construction - granted by
the Deposit and Loan Fund at normal rates, but afe also accorded annual State
subsidies payable over 35 years and amiunting na average tb 4% of the cost of
construction. At the present moment, however, a considerable proportion of the -
work of cbnétructing workers! dwellings devolves on "INA-Case", which is financed
differently. The fuhds are derived partly from the special tax on wages (paid by
employers and employees alike (l)) and partly from a budgetary allocation of 15
milliards a year, These funds are to be supplemented, as the building scheme
proceeds, by the repurchase instalments paid on dwellings sold to occupiers, and

by the net surplus accruing from rents in the case of rented dwellings,

(1) See Chapter IV,
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~ In the Netherlands, the Government, with a view to reducing the volume of
advances which it is required to make, has been encouraging non-profit-making
bodaes to turn as far as possible to other sources for loans (the rates of interest

on ordlnary loans hardly over exceedlng 34-43%), By way of compensatlon, it has

~ agreed to glte them an annual subsidy for the term of the loan, calculated per cubic

meter and based on somewhat intrlcate eriteria ( )

In the United Kingdom, State loans are made at 2% and 3% - a figure slightly
below the market rate. But there is also arr annual State subsidy for housing
construction amounting at present to about l~l%% of the cost of construction.

v In Switzerland, there is no provision for State loans, although pricr to

1 January 1950. the Federal Government granted capital subsidies at the time of
construction. The subsidles in respect of low-cost housing worked out at 15%

from 1942 to 1947 and 10% from 1947 to 1950. They were only granted on condition
that the cantons and communes paid out a subsidy of oqual total value, The system

- of Federal Government Subsidies was abolished on 1 January 1950, but the cantons

and communes still provide subsidies in certain cases.

In the USSR, building is essentlally the work of industrial or commercial
undertakings and public services (77% under the 1946~1950 Five~Year Plan, as
compared with 8,7% for building by local Soviets and 14% for building by private.

‘individuals), Financing is coversd by budget appropriations, by the profits of

the undertaking or service ruspon51ble for the work, and by production economies.

‘The funds are handled by the banks, which also keep the accounts. The existence

of a §ully planned economy and the fact that all the bodies co-operating in housing
construction are nationaliscd make comparison with other countries difficult.

Other forms of financial assistance

Apart from recourse to the usual forms of borrowing as practised by the non-

profit-making bodies in the various countries to a greater or lesser degrse, hote

(1) See the Chapter on Financing in the Netherlands (Part II).
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should be taken of three types of assistance which the latter enjoy in certain

instances:

- assistance from the actual occupiers;
~ assistance from the local authoritices;

-~ assistance from employers in respect of their employees.

Various methods have been adopted 4 draw prospective occupiers into
p&rticipéting in the provision of housing finance. The encouragement given to
co~operatives constitutes the main method; the cé~operatives always require their
nmembers to make a contribution, which, though small, is usuaily far from negligible,
Anothef éxample worti quoting is the new German law providing that persons
investing a minimum of 20% of their income in building are entitled to obtain
living accommodation.  Some countries, to promote participation, have also
encouraged the system whereby the prospectivé occupier contributes his unpaid
labour during his leisure hours towards the actual work of building the house, (1)
In some countries; studies and experiments have besn conducted to determine the /
best methods of utilizing such voluntary, but often unskilled, labour, But these
involve technical problens outside the scope of the present report, which are only

referred to nere for record purposesc.

Far more important is the assistance granted by the local authorities, Where
they are‘difecily responsible for building, not only are they themselves usually
required to cover part of the finance but they also bear such opefating deficits
as are not covered by State subsidy. Although at the time of building the
solvency of the managemént account usualily seems assured, cerbain contingencies

may neverthcless arise (fgilure to. let, non-payment of rents or delay in payment

(1) This system, of course, operates mainly where the house becomes the property
of the occupler, but is being increasingly applied when the building is done
by non-profit~-making bodies of ¥various kinds.
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by individual tenants ete.) But even where they are not directly responsible for
building the local authorities often intervene:

1. by the direct grant of supplementary advances;

2. by guaranteeing loans, especially State loans (usually with a view to
increasing the total sum); ‘I

3. by paying subsidies, either in a lump sum or by annual instalments;

Les by contributing land or selling (or leasing) land at low cost.

Finally, employers of labour are stillvﬁaking a very considerable éontribution
in many countries towards housing their workers. This assistance takes many'fofms:
building by direct labour; building through the medium of autonomous bodies;
participation in bodies of a non-profit-making character; sale of houses owned
to the tenants on‘an‘instélment basis and on favourable terms; loans to employees

to assist them in acquiring ownership,

It may.be noted in passing that whereas all countries tend to eéncourage -
although to a varying degree - such action on the part of emplbyers(l), some of
them make a point of taking variocus precautions in cases where the employer retains
ownership of the dwelling, In Germany, for example, an industrialist may only
enjoy the facilities now.granted by the State if the terms of the lease are fixed
in agreement with the employees and occupation is not bound up with the labour‘
contract, In Italy, the "ILow-cost Housing Institutes" set up by industrialists
have to build for sale, and are debarred from retaining ownership. Similarly,
in Norway, one of the conditions governing the extension to industrialists of the
special facilities given to the non-profit-making societies is that they must not
retain ownership of the dwellings built.

(l) This might even be said to be compulsory in Italy, since employers of labour
bear a share of the tax imposed on wages for house construction purposes,
This applies equally to the USSR, sinee part of the profits of undertakings
in that country has to be set aside for housing the workers, The same
principle seems to apply in Spain (see Chapter IV).
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In ceﬁclusion, it may be said that the building of low-cost housing, as now
practised, is essentially the work of bodies of a non—profit—making'natﬁre -
co-operatives, associations, societies or private foundations, public authorities
or public bodies. Taking Furope as a whole, thé major contribution is made by
the co-operatives on the one hand and the public authorities and public bodies on
thé other; the remaining types of non-profit-making bodies - the private ones =~

appear to play a much smaller part.(l) In most of the éountries, however, it‘

wor.ld appear that the proportion of work done by the public authorities and public

bodies is tending to rise.

It is somewhat hazardous to venture a figure as to the volumé of housihg
construction covered by the present chapter, It is undoubtedly very considerable,
probably representing almost half, and perhaps more, of the housing now being
built in Burope. However, there are wide v-riations.as between one counfry and
another: the completed housing in this category appears to amount to 50-75% - |
and perhaps more - of total new construction in Germany, the Netherlands, Poland,
the United Kingdom and Czochoslovakia,(g) to almost 50% in Dermark and Sweden,
and somewherse about 307 in Austria, Norway and Switzerland, the percentage being
lowest in Belgium, Francé and Italy (with a tendency to increase, at least in

the last-named country, with the expansion of the work of "INA-Case"),

In assessing the position in sach country as regards the construction of
workers' housing, however, account must be taken not only of the housing built

under the special legislation briefly analysed in the present chapter, but also

(1) If the various bodies are judged not by their status in law but by their
actual nature; as described at the beginning of Part I of the present
chapter, ‘

(2) In the case of the USSR, the proportion of housing built with the help of
- the facilities granted for owner-occupation cannot be asseéssed, even

roughly.
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of housing benefiting by State aid uﬁder the legislation governing acquisition of
ownership, as studied in the next chapter. Another item to be allowed for is
the reconstruction of war-damaged low-cost housing, as carried out in certain
countries within the general framework of war-damage legislation, as well as
housing built on any other basis, with or without State aid. It can be taken as
certain that the building of low-cost housing ~ the word beiné used here in its
broad sense - is on an even wider scale, and that the differences in this respect
between the individual countries, as indicated in the preceding paragraph, are

becoming narrower or disappearing.

* The countries where the private non-profit-making bodies seem to be operating
with most success are those in which they are able to draw upon the support, both
Juridical and technical, of well-established central bodies, whether private or
governmental.  There is nothing surprising, of course, about this fact, since it
is cleaer from the very nature of those bodies that their members do not always
possess the necessary qualifications to cope easily with the numerous building
problems arising. It would have been interesting to ascertain whether the same -
applied to public authorities or organizations at the local 1evel, but practical

considerations have prevented a study of that point.

As far as financing is concerned, the amount of coverage by owner-builders
is very small indeed. The capital used is derived almost entirely from loans,
the balancing of accounts being entirely due to assiStanée on the part of public
authorities, mainly the State, the assistance itself taking the most varied forms,
Thus the financial advantage which might have been expected to accrue from the
fact that contributions by owner-builder organizations are non-remunerable or
only slightly remunerable, are barely, if at all, in evidence. It might even be
asked -~ always from the strictly financial point of view - whether owner-building
for profit would not permit larger contributions to be drawn, at least in certain
countries, from owner-builders not requiring such high returns as are normally

sought by ordinary market lenders; on that hypothesis, the cost of State
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operations at present (whether it lends at a low rate of interest while procuring
capital at the ordinary rate, or whether it assists with subsidies or interest
allowances) might be assumed to be higher than if it encouraged the building of
low-cost dwellings by capitalists on a profit-making basis, Obviously, the
variations as between one country and another in that respect are extremely wide,
according to the rates of interest obtaining and the confidence felt by the public
- in the stability of the currency.(l) This, of course, is merely to regard the
question from the finanecial point of view. From the social stendpoint, building
by non-profit-making bodies may have great advantages which scarcely need

recapitulating.

(1) This does not apply to housing construction carried out in the USSR, and in
Italy within the framework of "INA-Case", the capital in both cases being
derived from taxes or forced savings on which no interest is payable.
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Chapter IX

METHODS EMPLOYED FOR FINANCING THE.PURCHASE OF HOUSES BY THEIR GCCUPIERS

It hés been common in most countries for a number of years for people. of all
social classes to aim at owning the houses they live in, The present housing
difficulties have naturally increased the importance of the trend,

The attitude of the various governments towards this trend is not everywhere
ﬁthe sameé,  The Netherlands, Switzerland, and since the war the United Kingdom,

have taken no steps to encourage it, and indeed appear to be anxious rather to

endeavouring to promote it, The same appears to be true, though to a lesser degres,

/
| @

g discourage it, On the other hand,; Belgium and more recently Italy, have been
!

D

in the Soviet Union and even in Spain, Most of the other countries provide
financial assistance for the purchase of houses by the occupiers to roughly the
‘same extent as for other types of working-class housing, In all countries, -

incidentally, these benefits are granted only to persons not owning other houses
to live in,

We do not intend to revert to the various types of finencing adopted, as they
have been described in outline in the preceding chapters, and are examined in
greater detail in reépect of each country in Part III of this reporb; but it
may be of interest to draw attention to: ‘

- various lending organizations which specialize or have speclalized in the

past in financing occupler-ownership of houses;'

- varlous schemes for encouraging group building of such dwellings,.

(1) According to the 1947 census, more than 40 per cent of existing dwellings
belong to their occupiers.
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I ~ LENDING ORGANIZATIONS

/ Among the lending orgenizations primarily concerned with financing the purchase
of houses by thelr occupier, the following should be mentioned as bodies which play
or have played an important part in this connexion:

~ the Belgian "Loan Socleties" and the French "Building Loan Societies®
- the Bﬁilding and'Savings Socisties,

The Belgian iloan oOCleLles” and the French “Bulldlnp Loan Societies“

The Belgian "Loan Socleties! are about 200 in number, They are private
non—profit~mukiﬁg companies subject to special legislation, Special regulatlons
apply in respect of loans made by them, the investment of theilr available funds,
and their method of operation in general. They have to be approved by the
"Savings and Superannuaﬁion" Fund, a semi~State body, and are under its
supervision, The "Loan Sociecties" make loans to individuals wishing to build or
purchase a dwelling for their own occupation, or to improve their existing dwelling,
The cost of the house must not exceed a certain figure laid down in the reguléﬁiqns,
Loans may amount to 70 or 80 per cent of the cost (including the land) or even
90 per cent in the case of new buildings ~ provided it does not exceed the total
amount of the actual building costs - where the borrower is in receipt of a State
grant, These loans are secured by a first mortgage and a life insurance policy,
The interest rate is at present 3,75 per cent, and the loans are repayable by
monthly instalments, the amortization period varying from 10 to 30 years according
to the age and financial resources of the borrower, ' The "Loan Societies" railse

their capital by means of loans repayable by regular annual instalments over 20

years, taken out with the "General Savings and Superannuation Fund; an organization A

which in Belgium centraliscs savings and supcrammuation fund depositse This
organization makes loans at a rate 0,25 to 0,50 per cent above the rate it pays
its own deﬁositors, the present rate being 3,25 to 3,50 per cent, Thus there is
no part payment of interest by the State, The loan ceiling:for each society is

determined according to the amount of its capital and the nature of its assets,
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The French ¥Bullding Loan Socletles® operate‘bn a more oy less‘similax‘plan.
However:

~ they seldom if ever moke loans to facilitate the purchase of existing
houses, a practice common in Belgium;. ‘

- ﬁhey obtain their loan funds from the State; but actually the difference is
hardiy more 4¥mn a difference in form, as the funds swe made available to
the Trecsury by the "Deposit and Consignment Office®, a public institution
which fulfils more or less the same function in France as the Savings and
Superannuation Fund in Belgium, The Deposit and Censigment Office grants
the loans on behalf of the Treasury, is responsible for their repayment and
exercises financial supervision over the socleties;

- the term for which loans made by the societies are granted may be anything
vp to 35 yearss

the interest rate on the loans varies at the moment between 2,25 and 2.75
per cent (with partial remission of interest during the earlier years),
State advances are made at 2 per cent, the same rebate applying to these
also, The~diff¢rencé between this rate and the rate payable on funds
made availéble(to the State for such loans by the Deposit and Consigrment
Office is made:up by the State;

- should borrowers make repayments to the societies before the due date,
the latter ave required to make similar repaymentsrto the Deposit and
Congignment Office, an arrangement which does not apply in Belgium.
Hence, while the Belgilan societies during the last few years have been
able to reinvest considerable funds arising from repayments made before

the due date, that has not been possible for the French societies,

Real Estate Savings Eanks

The most typical example of the real estate savings bank system is probebly

represented by the English "building societiesh,

The underlving principle is as follows: if each of a number of persons,
say ten, saves enouch money to buy a house, each one of them will have tc walt

several years, say ten years, before he can begin building, But if they club
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together, one of them will be able to build in the first year, another in the
second year, and only one will have to wait for ten years, If the society is not ’
a feclosed! society, i,e. one limited to the first ten members, but one "open" to
other persons wishing to bulld a house out of savings, the waiting period for the

latecomers can be reduced as new members pay in their savings each year,

As the object aimed at by the members is not to get an income from their
investment, but to obtain as quickly and as cheaply as possible the money they
need for building purposes, the members are willing to acecept a very low rate of
interest on their savings, or even to waive the interest altogether, with the
result that the society need not ask more than a low rate of interest from

borrowers.

Experience in England goes back more than a century, during which the building
sccieties have weathered some bad storms; and this experience combined with
investigations, especially in the actuarial sphere, has shown that apart from
small closed socleties extremely limited in scope and numbers, the system can only
function efficiently if capital from outside is invested to supplement memberst
contributions when circumstances lengthen the waiting period, The English
building societies which are still entirely private bodies, obtained the funds
they needed fiist of all by using as a backing the credit on money lent out, and
secondly by accepting deposits of savings from former members even after repayment
of loansy nowadays they also accept deposits from the general putlic, They have
elso menaged to put by considerable reserve funds, Thus at the present time their
method of operation is only vaguely reminiscent of their prineiples at the outset.
They are virtually savings banks investing their funds in real estate loans.

They played a very important part in the development of building between the wars,
Teday, owing to the trend of building policy in England, they are turning their
a2ttention mainly to real estatec loans not connected with new construction, but
they still continue to play a very important part in housing policy by giving

assistonce for the purchase of existing houses,

The real estate savings banks do not appear to play a very important part in
any country except Germany, where they seem to have furnished about 12 per cent

of the total expenditure on financing housing in 1950, The most important of

o
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these banks in Germany are public bodies and are backed by a State guarantee
which gives them the necessary security. Actually, the rate of interest they
charge their borrowers would appear to be almost as high as the ordinary market

rate,

Generally speaking, the amount of loans made by the real estate savings
banks is higher in relation to building costs than the amount of loans granted by
other real estate credit establishments, It is said in many cases to amount to
75 pericent. ' p

ITI ~ GROUP BUILDING

House-building by,pérsons wishing to own the houses they live in ralses one
or two special problems for the following reasons:

(1) Ybecause as é'rule it 1s not carried out in the form of‘group building,
i,e, in blocks of flats, or in series of houses built 2ll at the same
-time, Yet at the present time, not only is group building often
necessary from the point of view of town planning, but it also makes
it possible at times to reduce the cost without any lowering of
qualiﬁy; and it is regarded as one means of promoting the

industrialisation of the building industry;

(2) because it extends to people in the lower income brackets, and thus
interests those who often have neither the experience nor the ability

to discuss details with contractors and architects.

The establishmeht of private loan socleties ig not sufficient to solve these
problems, though such bodies sometimes furnish considerable technical assistance
to their members, Hence there are special institutions which build houses for
purchase by the occupier. In addition, certain forms of ownership have been

developed in various countries to encourage group building while maintaining the

‘individual ownership of the dwelling,

First of all, we find in most countries, though sometimes under different
names, co-operative societies formed by persons all desirous of building a house

of their own, but who leave the carrying out of the scheme and the financial
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responsibility to the co-operative(l). Societies of this kind, at any rate when
they build houses of the working-class typé, are subject to special legislation
and recelve State support., One of the schemes which appears to be common to a
number of countries (Bolgium, France and Italy in particular) works as follows:

on joining the Society, each shareholder sﬁbscribes shares for an amount

. equivalent'to the cost of his house, but pays up only a small proportion (e.g.
one~tenth), The remainder of the shares are paid for by regular annual
instalments, Once the shares arc completely paid up the house becomes the
property of the share—hoider, his shares are cancelled, and he withdraws from .the
Society, Until then the house is the property of the Boclety, and its occupler
is merely the tenant, P:obably other schemes exist in which the transfer of
ownership takes place as soon as the building is completed, the Society'!s contract
with the member then being turned into.a loan contract covering the portion of the
cost still remaining unpgid, )

Actually, landlords! co-operatives do not appear to have developed to. any
great extent in any country, The reasons for this appear to be:

~ the individualism of the persons wishing to become owners of their houses;
this makes them reluctant to jJoin co-operatives} ‘

- the fact that there are no powerful bodies to back the action of the
co-operatives, Thus it would appear that co-operatives building waking
class houses only develop if their members and those in charge are assisted
and,;dvised by efficient central organizations(z).;

- the conditions governing the amortization of loans, In all countries,

loans grénted to cc-operatives of this kind are limited to 25 or 30 years,

(1) Unlike the "tenants! co-operatives" discussed in the preceding Chapter, the
"landlords! co-operatives" in question do not retain the ownership of the
houses they build., ' The houses become the private property of the occupiers,
who withdraw from the co-operative as soon as they have paid for them,

(2) See the example of the "tenants! co~operativesf given in the next‘Chapter..
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since in one way or another the house becomes the property of the
individuel and does not remain part of the assets of a society with a

lifetima longer thow the average life of its members,

The Finnish systerm of "semi-communal flats" seems to be organized on
gomewhat similar lines to these co-operatives, Under the Finnish system, tuilding
is carried out ny a real estate society, the founder of which, usually the
commune, is answerable for the whole of the reglstered capital, The shares are
sold by the founder to subscribers ﬁaking flats, up to the amount of the value of
the flat.,. Thérshares are not paid fgr cash down - payment is spread over ten

years and takes the form of monthly instalments paid‘at the same time as the rent,

In other countries, Belgium for 1nstan0€, organizations building working
class houses not merely let the dwellings they build, but also sell them to
their members (either for cash or by annual instalments), However, though this
practice is common in Belgium; where one~third of the dwellings built by the
Low~Cost Housing societies since their establishment have been sold in this way,
no similar schemes appear to have been developed to any greet extent in the other

1),

(in some instances the regulations forbid them to do so), or else financial

countries Building organizations are reluctant to part with‘their property
assistance for the purchase of houses by their occupicrs is limited de facto or
de Jjure to the construction of new dwelllngs, and is rarely granted for the

purchase of existing houses,

A special form of group building for occupier ownership has been applied in
Italy since the Law of 2 July 1949 came into force., Under this law, "institutions
for building working-class dwellings® may be created in the form of non~profit-
making legal entities or private companies, set up to build low-cost houses for
purchase by the employees and wage-earning staffs of industriél establishments
participating in the financing of such schemes. These institutions are granted a

thirty-year subsidy of 4 per cent per annum of the building cost., They are

(1) In Poland and Czechoslovakia, howevor, co-operatives which normally build
for lebting, apparently often sell dwellings to their occupiers,
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required to draw up 2 rental-purchase contract with the tenants.

It mzy also be mcntioned that in some countries industrial firms frequently
sell to their employees on the 1nsta1ment system the houses they have built for

their accommodation.

Apart from these organizations specializing in gfoup building of houses
intended for ownership by thelr cccupiers, it mey be ﬁontioned that in various
lﬁces such schemes haove come up against the development of blocks of flats, -
which in many cases has made private ownership of dwellings difficult. In
this connexion the legal system in meny countries = Gcnnuny, Austria, Italy,
France, for exomple - mekes it possible for a flat to become private property
(and efen'to be mortgaged) while the ‘portions of the building common to the
block remain the property of the joint owners, Thia system'ap0lies not only
to acquisition by the occupier of the dwelling he lives in, but in a very much
more general way to all acquisition of real estate; ﬁnd it 1s tending to
develop in various countries owing to the rise in prices and thc reduction in .

private fortunes,
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Chapter X

METHODS EMPLOYED FOR FINANCING THL REPAIR AND RLCONSTRUCTION
OF WAR-DAMAGED BUILDINGS

Most, of the countries studied have had some proportion of their heritage
“of buildings destroyed during the war, The extent of tﬁe destruction varies
from one country to another, ranging from ncarly 20% of the real estate capital
in Gemany (Western Zone) and probably the USSR, down to between 2% and L% in
Norway and Finland, The propdftion appears to be extreﬂoly low in Denmark,
while two countr1es, -Sweden and Switgzerland, were not affected in this way by
the war(l) ”

In most countries there is special legislation dealing with compensation
for war damage or offering special facilities for reconstrucﬁion(z). The
part played by these_special regulations in the general housing policyvvaries
in extent from one country to another, They appear to be particularly
inportant in France and Belgium and possibly also in the Netherlands and
Austria, but would appear to play'a much smaller, not to say a ninor, rfle in
Italy, the United Kingdom, Norway and Finland, %p Gormany (Western Zone) and
the USSR, there docs not seem to be any special legislation still in force

today, at any rate in the¢ Financial sphere, covering war damage.,

(1) These percentages do not represent the nuwierical ratio of dwellings
destroyed to dwellings existing before the war; they are an asgsessnent
of damage, total and partial, as a proportion of the former hereditaments.
The figurcs have boen taken from the report entitled "The European Housing
Problem: 4 Preliminary Review" {document E/ECE/110 of 1 October 1949).
Some of the figures should probably be revised, in the light of more
recent asscssments made by the various countries.

(2) Dwellings are the only buildings studied in this rcport, whereas war
damage legislation covers all types of property (industrial and commercial,
buildings, furniture ctec.)
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As soon as hostilitics came to an énd, and even.while\they were still
proceeding, energency icasures were taken cverywhere to find at any rate
tanporary accorriodation for people without a roof over their head, to clear
away the danage and to carry out the minimunm essential work, even if mercly
provisional, to preserve the buildings frem deterioration, as far as shortage
of materials permitted, In addition, some States wherc there was no war
damage legislation took similar.provisional financial mecasures to assist war

damage victins to reconstruct or repair their houses.

Among thesc criergency measurcs nay be mentioned the methods used for
naking the most of surviving dwellings (requisitioning, and taxation on prenises
" not fully occupicd). The analysis of such measures does not come within the

scope of this report.

Clearing up operations cnd tempﬁrary repairs or work to preservc buildings
appear in general to have been carricd ouﬁ‘diructly by the public authorities
and entirely financed by them, These operations include the building of
tenporary dwellinés,'and the oxtent of this kind 6f activity has varicd
tremendously according to the couﬁtry. There has been‘very little in some
countries, 2.8 the Western Zone of Germany, and Italy. On the other hand it
accounts for between 10% and 12% of the dwellings mede available as now or
reconstructed housing for thc population between the end of the war and ‘
31 December 1950 in France and the Unitod Kingdom, where it constituted the

initial housing effort madc by the Governments during the post~war ycars.

Spécial temporary financial nicasurcs on bchalf of war danage vietinms
were +taken also during the same period, in Belgium for oxample, where the |
permanent war damage legislation dates oniy from the end of 1947, and in the
Netherlends, where it was cnacted only at the beginning of 1951;

In Belgium; all owncrs of war-damaged buildings were cligible for loans
at the low rate of 2% from the Central Mortgage Loan Offices  But thce amount
of the loans was limitcd to the market valuc of the building in 1939, multiplicd

by o factor calculated in inversc proportion to the financial and social position
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of the pcrson concerncd, In addition, war damage victims included in a priority
list and owning dwellings of a value not exceeding a given figure in 1939
(150,000 Belgian franecs) could obtain intercst-frec advances dircct from the
State up-to an amount cqual at first to the market value of the building in

1939, and later to twice the valuc,

In the Netherlands, rofunds of between 75% and 100% were made for minor
repairs costing less than 3,000 florins, Wicre the cost of the work wﬁs
higher, a subsidy was payable, cqual to the difference botween the value of
the property before and aftor the damage was done, the value being calculated
on thé basis of the prices current before 9 May 1940, War darage victims were
also cligiblc for additional mortgage loans from the State, part of the loans
being free of interest and redomption charges, the arrangdment being that the
pernancnt legislation would in duc coursc speeify how for and under what

conditions the portion in question should be repaid.

The war danage legislation at prescnt in foree in the different countrics
varies cnormously. IL covers the landlord whosc property was damaged, in sone
cases conplctely, in othurs less so, for the repairs and roeconstruction carricd
out by him; the amount of oncouraguncnt given to hinm to undertake then, and the

burden inposed on the State also diffur greatly.

Ose type of legislation is bascd cssuntially on the principle of war risk

insurance. The legislation in Nofway and England is of this type,

In Norway, all property insured against fire had also to be insurcd against
war damage, by the paynent of a premiun of 1% of the firce risk insurance to a
public body known as the "Netional War Damage Insurance Board", When the
demage occurred, the insurance scheme wes applicd. But the compensation was
paid to begin with on the besis of prices current in April 1940, and later 6n i

the basis of the samc prices with a 50% increasc,

In the United Kingdom, war risk insurance of buildings was also compulsory,
In accordancc with the usual insurcnce practice, the compensation payable is

cqual to the markct value of the building in the event of total loss, and to the
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cost of the work done in the casc of repairs, Wherc the cost of tho work

would cxceed the increase in valuc it would moean for thc building, the

property is regarded as o total loss. T .. practical rusult of this intor-

pretation has becn that in the case of buildings constructed beforc 1914 = -
which constituted the majority of the buildings damaged -~ in nany cascs the
amount payable was the market valuc and'not the cost of the ropairs, Honee,
while war-damage legislation has been helpful in the case of ninor repairs
(shough cven thusc were rostricted in the carly post-war yoars owing to the
shortage of certain maturigls) it appcars to have had very little effcct on
the rcconstruction of buildings scoriously danaged or éntirely destroyed.
Morcover, in ingland, according to the statistiés, less than 5% of now
permancnt dwellings nade available to the people since the war roepresent war-

danaged buildings which have boen rceonstrueted,

Another tyne of legislation is based 6n diffurent. principles,  H ¢ there

was no compulsory insurancc, and the justifieation for ecompensaticn is bascd on
the principlc of the solidarity of the nation ¢s o wholc in the face of nise
fortuncs occurring to sone of its ienbers in the cvent of war. The componsqtion
is based on the cost of reconstruction of the building, and not on its narket
valuc, and it nay cover thc whole or part of this cost, Wherc the compensation
is only partiel or where it is paid in the fori of annual instaliments, special
facilitics arc also afforded in nany cascs to thc lindlord whosc praoperty has
beon daitaged, to cnablc him to obtain cdditiunal loans <t & low rate of intorust,

This typec of logislation includes that applicd in Franece, Italy and Bolgiunm,

In France, the Statc refunds tho wholc of the cost, at the tine the work ;
is doné, of rcpairs or rceonstmuction of a building to rcgbore it to its former
state, Subjucﬁ where neeessary to an abatuaunt for decrepitude limited by lew to -
20%,  (Actually, this abatcient is waived in tho case of snall dwellings),
| T ¢ vaynents are made as the work proccuds, in cash where the building is on the
priority list, and otherwisc in the form of bonds which uay be realized by

instalrents at the ond of onc, threc and five years.,  Bul in some instonces

wherc the danage is very hcavy, only 70% of the rofund is paid out irmediately,
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the rauainder buing payeble later.  Wer dasage lugislotion hes pleyed an
inportont pert in Piuach housing policy., Under this nothod of fingncihg,
775,000 dwellings have boen repaired ond madc hobitable, and morc than
ono~third of the new pertuanent dwéliings built between the ond of the war
and 31 Deceuber 1950 have been finaﬁced in this way. The burden placed on
tho budgst is vxtroicly heavy,

In Belgiun the amount of compensation is doterined in accordance with
o sonowhat complicated scalc wiieh tekcs into account both the finaneial ,
situation of thc war-danage victim and the proportion of his asscts which the
decage represents,  The offuct of the scalc is to cotipensate fully the less
waell-to=~do war-danage vietins, actually the great majority, ond at times to cut
down drastically the¢ relative amount of conpensation for the rest. The
coupensation is paid out in a lunmp sum when the work is donc. In addition Lo
this canpensation, persons whosc property has boeen danaged are also cligible for
loans from the Central liortgage Loan Office (Restoration Crodits) at 2 per cent
intcrust,'thu Statc being responsible for the difference betwoen this rate and
the ordinary intercst ratce for corricreial loans,  Again, advances of
compensation nay be granted by the Stote, following a bricf emanination of the
filcs, so os not to hold up the work, The wholc of this legislation also scams
to play en important part in Belgion housing policy., It nay be nentioned, for -
oxaﬁplo, that Statc advances to war-danage victins in 1950 represented ncarly a
third of the loans nade by the Stdtc for housing, and that in the sane year,
conpensation to war-démagu'victims arounted to over two-thirds of the total
anount paid but»by thé Sc. te in housing subsidics,

In Italy, compensation is paid as a rule in the fom of thirty annual
paynents ofva%’of the exponditure rccognized as nueessary for fepairs or
reconstruction,  The annual instalments nay cven aount to 5 per cunt in
cortain arcas, for cxarple in cormuncs wvhere war-danaged houscs canstituto.nore
than 75% of cxisting dwellings.  But conpensation is poid in a lump sum in the

casc of ninor danege (under 500,000 lirc), for cpartiwnt houscs couprising less
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then six apartients and situated in cormuncs with under 10,000 inhabitants,
and for houscs belonging to persons who arc not well-to-do and own no othor '
propufty in thé coramng, In this casc the compensation docs not cover the
whole &:ouﬁt‘and mﬁy'nat be higher than 800,000 lirc per dwelling., In no

circunstancos may coupwunsation be peid until the work is findshod. Incidentally,

asglstance wos giV¢n‘to wafmdamago victims by two YUHRRA-Cesas" cormittces in
the fom of advances while tho work was in progress or losns ot a relatively low
rate of interest. The finonci-l assistonce siven by this logislation to the
housing'poliéy; whilc by no neans nogligible, is all the same rclatively small,
Reconstruction of war-daraged buildings is carricd out cssuntially by ncans of

private capital.

Austriz is in a casc by itsclf, and its pruscnt logislation governing
reconstruction scans to be more in the naturc of provisional legislation,
It is difficult to consider it os belonging to either of the above-nentioned
types,  Therc do not scop to be any arrangehents forvcompunsation to owners of
wor-danzaged houscs, thoush 2 "Fund for Housing Roconstruction" has been sct up

which makcs intorcst-frec loans, ropayeble at-the rate of 1% per annun,

Under all thesc various laws the owner of war-daniaged property is cligible
for coupensation or loans from the State, whatever his social position, and
whatever the niture of the dameged building (owner-occupicd or let to somcone
¢lsc). No doubt in somc countrius the advantages differ in different
circunstances, But the main diffcronces have actually to do with the degree
of priority, The nagnitude of the danage has as a rulc made it impossible,
cspceially in the countries which werc worst hit and thosc in which tho anounts
payable by the State were bound to be considerable, for 21l the clains for
payuent to be net imncdiately, Or@ors of priority have becn cstablished fron
tine to tine, and a0cqrding to circunstadcus toke into accduht social
considgrdtions (naturc of damage,:type of building ctc.) or other factors
(tocﬁniéal urgeney where a building'is part of a éroup, inportance of speceding
up the reconstruction of ccrtain toWns ctc.)._ W+ ther the Statel's debt to the
war-danage vietin, when rpcdénizcd, is subject to intcrcst or not until finally

scttled, is 2 matter which varicg according to the particuler legislation,
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A11 in all, it may be said perhaps that leaving aside provisional
icasurcs, Norwegian and United Kingdor legislation has tricd to solve the
problais of housing war-donege victins and replacing dwellings destroyed during
the war as part of their general housing policy; while the paymont of
compensation to owners whosc houscs werc damaged is regarded as a scparate v
problenm.  The sanc applics naturally to countricvs like Goruiany (Western Z nc)
and the USSR, where therce docs not appear to be any special legislation applicable
2t the prosent tine for coupcnsation to the owncrs of war-damngod housos. At
the sanc tine, favours arc occasionally grantcd to such pcrsons in thesc countrics,
within the framework of their general housing policy, in the form of speeial
priority for obtaining loans, allocotion of nmaterials cte.  On the other hand,
under French, Belgidn, and to sone extont Italian ond Austrian legislation, the
grant.of finoneial bencfits to the owncrs of war-danaged houscs is bound up with
the reconstruction of the buildings,(l) the ainm thus being to ensurc that the
victins (uven whoere merely tenants) arc provided with accormodation, and that
dostroyed buildings arc re-built by their private owners, in other words outside

the Iramework of othur measurcs teken to promote housing,

Finally, it should be nentioncd that in soric countrics, especially Belgium
and France, the creation of assoclations of wor-dannge victins to foster rewe

<

construction, has becn cneoursged and in sonc cascs oven nede conpulsory,

Thus there arc co-operatives of owners of war-damaged buildings whose
task it is to take over tho responsibility on behalf of their menbers for all
reconstruction operations,  O.icc the building is completed it is handed over
to its ownoer, and the co-operative is wound up as soon as the rcconstruction
of all the buildings for which it is résponsiblé is completed.  These
co=operatives arc governcd by special logisldtion. They are State-controlled,

and roceive financing facilitics and subsidies to cover their running CXPONSes,

A ————

(L) In sone cascs compensation is payable where no reconstruction is carricd
out, but the amount is sti2ll, so that it is scldom clained,
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In France, menborship of groups known as "Syndlcal Bulldlng AuSOCl&tlonS" ‘
is obllgatory on all war-danage v1ct1ns ownlng bulldlngs wlthln ccrtaln -
perincter, 4 Thcy arc undcr tho dual control of a comnittcc clectcd by the
lendlords thanselves and a roprosentative of thu Stgtc, and thoy have uhe
legal status of public bOleSa

ThLSu various groups have developed on a large scale, and todgy they

probably carry out the nejority of rcconstruction opcrations, at any rate in

" the towns, Thc rcason for their oxistence is similer to thet which has given

W)

risc to the group building organizetions for occupier-ownership of houses

(1) Scc Chapter V, sceond part,
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Chapter XI

| : : SPECIAL MEASURES BENEFITING CZRTALN POPULATLON GROUPS

| o The assistance given within the framework of the three main categories
examined in the preceding chapters - purchase of dwellings by their oCcupier:,
‘working class housing and reconstruction of damaged houses - makes up the major
part or in some cases practically the whole of the expenditure incurred by the
public authorities in carrying out their housing policy; apart from these
categories, however, special measures have been adopted in various countries on
behalf of certain other population groups( ) Of these, the most important relate
’ B Yo rural housing and assistance to large families, although there is a wide variety

of other measures to be found here and there,

Rural housing

‘ ; The special féatures of rﬁral life have made it necessary in nearly every
L . country to adapt the usual housing measures to prevailing conditions, The
!‘ ; assistance provided has to cover not only housing proper but farming operations
generally (farm buildings) and to include not only the construction of new

~ buildings but alterations and major repairs, as well as the purchase of existing
o | farms together with their ocut-buildings, In mzny countries, financial assistance
| is provided by agricultural credit banks, some of them State—aided, which help
the farmers to meet the expense of all these operations, However, the grant of
hou31ng loans represents only a small fraction of the total transactions currled
out by these banks, and it is therefore impossible to study their act1v1t1es

‘”w1thout‘overstepp1ng the bounds of the present report,

In addition, a number of States have adopted special measures in the case’
of rural housing, usually with the object of assisting pcrsons with llmlted
capital to become the owners of rural property and enable them to make any

improvements or to carry out any major repairs which that property may require,

. (1) Quite apart from general measures applicable to housing as a wholg.
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In some instances, the meaaures.éppli‘to:agricultural workers only, while in
others they cover all persons engaged in fanniﬁg (agriéultural workers, farmers,

landowners) or even rural inhabitants in general whatever their mode of livelihood.

The methods. employed may take the form of assistance with development work on the

. - same lines as assistance to low-cost housing generally or msy follow a different

technique, In add1t1on, special financing bodies have been estabxlshed in some

.eountries (Belglum, Italy, Norway),’ k -

In Belgium, the National Small Rural House Property Compahy,’sét ﬁpoon the
same pattern as the Natlonal Low-Cost Hou31ng Society, acqnlres real estate with
a view to creating small holdlngs and advancmng funds to approved local societies,
The latter are co-operative societies (in which the public authorities participate)
whose members are rural inhabiﬁantsvto‘whom loans are advanced for the pﬁrchase

of smell holdings or the construction and repair of buildings, The loans.are

. First mortgage loans repavable in 20 or 30 years at 23% interest. The finahcing

system 1s on smllar lines to thut applied in the case of low-cost housing societlies .

but is far narrower in so pe.

- In Norway, a smallholders! bank possessing the status of a public body has

been in e xistence since 1903, for the purpose of advancing loans to persons in

- . the low-income brackets, primarily in rural areas, to assist them to obtain a

house of their own or to carry out .development and repair work on their holdings.
The. bank was re-organized in 1927, snd the loans are now advanced on financial
conditions similar to thosé laid down for loans by the Husbank, a d1v1d1ng ‘line

being drawn between the ficlds of operation of the two banks,

In Italy, a Fund for Special Public Utility dork in Southern Italy was sct
up under the Law of 10 August 1950, The Fund, the object of which is to implement
agrarien reforms, provides for a large-scale rural housing programme, although the -

financing conditions do not so far appear to have been clearly defined. >

The remaining countries do not seem to ha&e established any special Funds

for rural housing, The main fecatures of the various special 8ystéms ddopted are

as follows: ‘ i ' ‘
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In Denmark , agricultural workers may be granted loans up to 100% for
purchasing or bulldlug their own homes; three—fifths of the loan is interest-free,
the remaining two—fifths bearing interest at h%. The redemption rate is 1% per

annum,

In Sweden, leoans may be advanced up to a total ef 80% of the cost for new
burlding, and 70% for improvements, The loans are interest-free over a 10-year

period and are repayable 6ver 20 years,

In France, a maxipaum subsidy of 25% of the cost (ﬁp‘to a fixed ceiling) nay

be granted for work on rural houses, Contrary to the policy‘follcwed by other

countries, the subsidy is payable irrespective of the owner!s flnancial standing.

In Switzerland, the Federal Government grants assistance under leblslatlon

governing the housing of agricultural workers,

No special measures seem to be applisd in the case of rural housing in the
USSR, The only difference between town and country is that the conditions
governing the grant of State assistance (cost of cpnstruction etc.) are not quite

the same. .
i )
[ 4

Finally, it should be noted that while, in the Netherlands, legal provisions

exist under which loans may be made to agricultural.workers, they are no longer

wpplied in practice, the ceiling fixed for the cost of construction hav1ng now

bOOOme too low as a result of the rise in prices,

A351stance to large families

For a long time past large working-class families have found it difficult
to pay rent on a scale commensurate with their needs. In most countries, housing.

policy has.been specially directed towards helpiné to solve this 'problem, which

- the increase in the birth-rate is bound to render more acute, In many countries,

one of the specific objeéts of hbuse-bullding By non-profitwmaking bodies and

the grant of loans for the purchase of houses by their occuplers is to facilitate

Athe hous1ng of large famllles. Howsver, the adoption by various States of

measures to scale down charges sccording to the number of children in the family

appesrs to be only a recent phenomenon, These measures not only make }t possible
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to adapt ex1sting dwellings more fully to publlc requ1remenﬁs, "t also encourage

the const¢uction of a suff1cien€ number of fair ‘size dwélllngs of 2 type whleh,
without that assistance, mlght be in short supply owing to the rise in building

l'Législation on the subject in the various countries seems to present certain
common features: to enjoy the facilities granted, the dwelling occupied by the
family must reach certain minimum standards .as regards .space and fitness for

habitation, while steps are taken to ensure.that the assistance given is.actually

*-used for housing charges and not for any other forms of family e xpenditure, Céilings

are.fixed for the total amount of assistance.

Countries which appear to have a special system of State assistance for large
families are Belgium, Denmark, France, Norway and Sweden; while measures are

also appl@ied in Switzerland in certain cantons. S . .

In the three Scandinavian countries, the general principles governing the

pdyment of allowances are fairly similar, Assistance is confined to families .

- occupying dwelllngs built slnce the war, the amount sometlmes varylng according

to the date of constructlon. It is glven in the form of a reduction in the annual
1nstalments on State loans in the case of families owning the dwelling in which

they live, and f% the foru of a rent reduction where the dwelllng is rented, with

an allowance to the landlord &sually in the form of a redﬁction in the annual
instalments on the State loan, This type of assistance is restricted to feamilies
bvlow certain income level (that level varying dééérding to thé‘cotntnﬁ and with at

‘ least two chlldren (one child in Denark in the case of families occupying their

own. dwelling)~ However, different methods are used in the various countries for

‘calculatlng the amount of the assistance, In’ practlce, the allowance is -
"equlvalent to a reduction of 30-70% (for 2-7 chlldren) 1n Denmark and Sweden, and "
Well below that flgure in Norway. ' ’ ’
In Belglum, the pr1v1leges grantcd to large famllles Aare of three klnds' _
.a rent reduction of 20 -50,0 :m the case of houses belonglng to Lown-Cost Housing .

_ Soclety, a State sub51dy to the Soclety to cover any, deflcit in 1te operating

account resultlng from the reductlons granted by 1t, and & 20"7 inercase per child
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in the bonus given by the State to persons buying or building sz house for their
owWn occupationf(l) Lastly, State assistance mey take the form of guarantees and
reduction of interest aecorded to the Housing Fund of the Large Families! League,
a co-operative society formed by the Large Families! League for the purpose of
making loans to assist familics in low-income groups with at least 3 dependent

children to become the owners of their own dwellings., The rate of interest tapers

leth the number of dependent children and varies from 3 25% to 0.50%.

In France, housing allowsnces are granted within the framework of the general
family allowance system to families with at least two dependent children, They
are paid direct to the tenant fanily itself, but a simple procedure has been
devised to enable the payments to be suspended or made to the landlord if the
rent is not paid, The amount of the payments is calculated on the basis of a
fairly elabor-te scale which takes account of the rental, the family income and
the number of dependent children. In actual practice, sllowances are refused in
cases where the family fails to spend & certain proportion of its income on
living acéommodation.- In the case of families owning their own dwelling, the
allowance is only granted if they still have annual instalments outstanding on
the lozn, in which case the scale takes the amount of the instalments into aceount.,
There is a considersble difference between the rate of the allowance for old and
for newly built dwellings,

The principal measures under this head are as follows:

France and the Netherlands appear to be the only two countries which make

grants for the improvement or conversion of existing dwellings:

- In the Netherlands, bonuses are granted for improving and subdividing
dwellinga: Tho landlord bears the cost of the work up to what would have been
the total figure before the war, the balance being covered by the bonus, 75% of
which is payable by the State and 25% by the commune, This policy of subdividing
dwellings may be likened to that pursued in the United Kingdom during the first
years after the war, when the State requisitioned unoccupigd houses and divided
them up at its own expense.

(1) The bonus is subject to certain conditions designed to limit its
application to low-cost dw.1llings (see Chapter iX),
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« In Frence, a Housing Improvement Fund hus been set up'which obtains its

‘capitel from a5% levy on the rents of old houses ‘and nakes grants for alterations,

major repairs and deferred maintenance work on old houses let for rent, The

average amount granted is between 20 and 30% of the cost, The Fund is also
empowered to reduce the intérest and provide guarantees of settlement in respect
of supplementary loans contracted for such work,

In addition, a nunber of countries (including the’ Scandinavian countries
and the Netherlands), have adopted various measures in favour of old and retired
persons and pensioners, the principle being either to encourage the construction
of houses for their occupation or ito grant thew allowances in the form of rent
reductions, - | |

In Germany, refugees and persons sufferxng from war 1n3urles may be granted
loans to enable them to make personal investments in buildlng undertakings.

In Russia, ex-servicemen appear - at lezst during the first years after the

war - to have enjoyed special facilities.

Finaelly, mention must be iade of the policy adopted in the Netherlands of.
building "temporary dwellings" for families from slum-cleared areas with a view
to re-educating theu before they are given standard apartments.

This list of miscellancous measures adopted in the various countries is,
of course, by no means complete., Its sole object is to bring out the multiplicity
of the individual problems that have arisen,
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Part III

ANALYSIS OF THE METHODS ADOrT:D IN THE VARLCUS COUNTRIES
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CHAPIER XII

GERMANY (WEST)

The need for dwellings in the German Federal Rcpublic and the difficultics
oxperienced in finencing new construction arc a consequence of the Sccond World
War and ité'repercussions'both on the mumber of houses {a deerease in dwellings

. coinciding with an increasc in requirements), and on the noney market,

It is ostinataed that ncorly o quartor of the 10,000,000 dwellings which
before the war oxdisted in what is now the tefritory of ﬁhe Gerran Federal
Republic was conpletely destroyed or rondered uninhebitable by air bombardment
or other military operationse. About anothor querter was more or less oxtensively
damageds Albogether, nearly half the total numbor of houscs suffered war ‘
damage, the large towns being hardest hit,

At the same time, the population rosé fron 39.4 million in July 1939 to
47,7 million at the beginning of 1950, an increase of more than 20%, ‘This
increase is entirely duo to the influx of refugecs and othor irmigrents, In the
spring of'l950, 9 nillion persons crossed‘tho frontier of the Gorman Federal
Republic - a migration unprecedented in size. The biggest rovement was into
Sehleswig-Holstein, whieh has 40 imaigrants for every 100 inhebitants, In
Lower Saxony the figure is 30, and in Bavario 25, Most of the refugecs have so
fer had to find accommodation in emell towns and in the country, that is, in
places in which a large part of the population of the big towns had previously
had to scek refuge., The population in towns of 100,000 and over now forms é8%
of that of the country as o wholc, as against 37%‘beforo the war, whercas in the
commnes with fewer than 10,000 inhabitants the figure is 54° as against the pre=
wer LG, It is estimated that almost 2.25 million dwellings are needed for the
rcfugecs, Having regerd to the location of these nowcomers and probable place
of employment.the new houscs should be erccted chiefly in the big towns and

industrial centres,

The number of new dwellings roquired as a rosult of thc war amounts in all
to about 4% million. In addition, at least & million houscs will be noeded in
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the Cormen Federal Republic during the next 10 to 15 years for new Tordlics,
sor this period, the number of new houscs to be built should therefore be close
to 6 million, ‘

By way of comparison, it may be noted that t during the period from 1923 to
1933 housing nouds created by the growth of the population were estimated at
‘almost 3 million dwelllngs. From 1924 to 1933 about 2} million dwellings were
built in the Reich, which corresponds to on investment of nearly 18,000 million
ieichsmarks, The hous1ng shortage resultving from the First world e ar bocare

steadily more-acute up to the 1939 war.

‘During the period between the two wars, 1929 was the best yoar for housc
building in the Reich, 339,000 dwellings being construeted; -of this number
nearly 200,000 were crected in whut is now the Federal 3icpublic. In 1950,

1)

350,000 dwelllngs were provided for the populaticn in this = rea( » representing

an investment of nearly 3.4 million Dii, .

. .
The war not only led to a greater need for housing, but also to a marked
scarcity of capital and, hence, to a high rate of interest, This is at present

the wost serious obstacle to building the houses that are urgently required,

The First House-Building Act

In harch 1950 the "first Housc-Duilding Act" was unanimously passed both by
the Parliament of the Germen Federal Republic and by the Bundesrat. It came
into force on 27 April of the sorme year, " The act establishes the house—buiiding
programme for the next few years, and the alpcn31ons and nature of the dwclllngs
to be e¢rected, In aduition, it loys down the general prineiples of financial
assistance and rent control. Lastly, it makes provision for certain forms of
taﬁ relicf and mkes a number of stipulations designed to give greater flexibility
to the rent regulations and to the rulcs applicable to the allocation of housecs,

together with other measurces to encourage the bullding of dwellings.

¢

(1) New and repaired war-danaged dwellings,
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It is the duty of the Federal Republic, the Linder and ﬁho comrunes to
work together to encourage house~building and to regard the task os onc of
speeial importance, They mist try to produce, if possible, in the next six
years 1.8 nillion dwellings, the size, equipment and rents being such as to
sult the great mass of the population,  The needs of porsons who have been driven
from their homes or whose dwellings have been destroyed come first, Public
funds are, subject to special conditions, placed at the dispesal of the partics
concerned in the form of subsidics towards the so-called "social housing schemes',
In addition, the act encourages other forms of hous»ubuilding by the simple
expedient of grambing certain tax advantages, Lastly, it deals with the

_building of houses without any assistance from the public authoritics, Houscs

in this last category are not subjcet to any rationing system or to regulations
with respect to size or rent,  But os ﬁhoy are relatively dear owing to high
building costs, they only forn 2 small fraction of the total production, In

the case of buildings which Qualify for tax rc¢lief (both in roespeet of property
tex on the buildings themsclves and income-tax peid by builder and tenant) it is
cssential that rentals should eovor costs, Thesc rents ore, however, controllcd
and may not excecd 18 DM per squarc metre of the apartment per year, though
exceptions to this rule arc 2llowed,  The floor-space of the housc may not as @
general rule exceed 80 square metres (in some c.scs, howevery it may be as rmuch os
120 square metres),  These dwcllings cre not subjoct to rotioning, »nd the
builders can disposc of them freely, 4ll dwellings finished aftor 31 Docember 1949
qualify for tax relief for & period of ten years, on condition that the floop-
sprce of the dwelling units docs not execed the figurcs iven, The land tax
payable on the property is in these csses limited to the tax payable before the
uouse was bullt or the damaged dwelling repaired, In the case of houscs in the
third category, i.c. thosc which cenc wnder the "socinl housing" scheme, State
tssistance is available in cdditien; but in their case, roent control is nore
severe and accommodation is sllocsted in : accordance with prioritics, Out of
350,000 dwellings completed in 19)0(1), 250,00C are included in this category,

(1) Total number of dwellings provided, (liew and repaired war-damaged éwellings)
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The following questions will be studicd in turn:
financing ﬁhile building is in progress;
credit institutions for finaneing building;
methods used by builders for obtaining adjustment capital;

assistance from public authoritics,

Credits during building

Letters of credit for building (Zwischenkredit) have for a long time

‘played en important part in Germany. The interest on letbers of credit and the
" other costs attached to these securities are included in building costs up to
| the timézwhen tho buildings can be occupled,  If the term of the letters of
credlt is longor the rasultlng costs should be covered by income fron ‘the
dwelllngs. When first mortgagcs and State loans are granted successlvcly
‘ during building opecrations as the work proceeds, letters of credlt are
unnecessary, In these cuses, the interest on these successive loans is also
‘; embodied in the building costs, and thc same applics when the builder uses his

own funds for fineneing the building.

In practice, the majority of credit institutions furnish letters of credit,
which are valid pending proporty éredité, in the form of short-term loans for
from 6 to 9 months, They arc genarally obtaincd Without difficulty. As a
guarantee for these lotters of -eredit, the builder rust assign to the Bank any
first mortgages or State loans he may hovk obtained., If these State loans
should not be in the form of mortgnges, a temporery mértgage guarantec would be
dernrded; this gunrontes being eancclled whon definitive mértgage loans are
entered in the nortgage register.-

In addition to the ordinmory credit institutions which furnish letters of

credit for building, there are certain banks in Germany which specialize in this

} | form of granting credits, notably the Deutsche Bru-und Bodenbonk and voarious

Bauvereinsbanken, . oo
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Since the monetary reform (1948), intercst on and obher costs of letters
of eredit for building have been particularly high. They cxceed the rate of
interest on first mortgages and at present stend at 8 to %

)

Sometimes, thougthot very often, a building scheme is approved and carried
out before the first mortgage is granted, a responsiblc credit institution
being preparced to furnish a letter of credit for the work until the first

nortgage has been obtained, This is, as already mentioncd, exceptional,

Credit institutions for financing building (Or:anisierte Realkreditgeber)

The prineipal institutions providing funds for the financing of dwellings
in Germany are:

(a) ' Savings Banks (Spg;kassen)

(b) Public Credit Institutions (8ffentlich-rochtliche Kreditinstitute)

(c) Private Mortgage Bonks (private Hypothckenbanken)

(d) Insurance Companies (8ffentliche und private Vcrsicherungsanstalten)

(¢) Social Insurance Institutions (Sozialversicherungsanstalten)

(£) Lénd Savings Banks (Bausparkassen)

The rclative importonce of these vurious orgenizations in providing'funds
is constantly chengings. Bofore the war the Savings Banks and the Public
Credit Institutions pleyed the prineipal part, ond thcy were followed by the
1nsurance compgnlps. 61ncc after the currency rcform, insurance premiums beecame
the prcferred vchlcle of capltal fornetlon and thoere 1s a disinelination to
wcqulre sccuritics lSSUbd by privete and public credit institutions, the
situation has now changcd. Deposits in savings banks arc not yet largg enough
to enable these banks to regain their old leading position, Since the currency R
reform, their place has been taken by the private and official insurance
companics, but it is to be expected that they will gradually recover their great
importance as lenders of funds for property undertakings, The Land Savings
Banks confine their activities nlmost cntirely to finencing the building of ‘

private houscs for workcrs,
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The comparative importance of the Varlous credit 1nst1tutlons is shown by

the following, approximate breakdown of mortgcgc loans granted in 1950 for
house-building:

Savings Banks icocouaasEQDQBasl@vogpoiaeoa-atnbeooiuf 6AO million Db
Private Mortgage Bonks -lae.oaa;‘ooaoo!&vooooto-vn.'b 186 " "
Public Credit Institutions 24309050 ussrernscansuoses 140 " "
Private Land Savings Banks terececcctssrencaracnscase 185 " "
Public Landg Savings Banks VorsecavocnanNsussersnaspas 2R3 ‘ " "

PR

Life Insurance Companies 5;.;;:;ooa;onze--‘ﬁquaoa065~ 190 " "

Interest and amortizetion in 1950 were:

Interest Amortization
() (%)
Scvings Banks 54 - 63 1
Public Credit Institutions 5% -6 1
Private Mortgage B%hks - ’ ‘5% ~ 6 1
. Life Insurance Companies - - 6 -7 1%, or, préfcrably,

a tied loan for
from 5 to 10 years,

Social Insurance Institutions .5 1 -13

“Land savings~-banks grant their loens on special conditions; annual

payments (intercst and amortization) very from 7 to lO%.

Mortgage loans cannot be redeencd during the pcrlod of amortlzatlon..b There
is, howaver, a spceial rlgnt of redemption for the scttlement of the 1nterest.
The savings bank loans are redocnable at Slx ronths notice.,. In gencral, the

interest rate is fixed, at the time when the loan is made,

At present there are no issues of Government stock in Germany, The rate
of interest on mortgage bank bonds is fixed at 5%y as compared with 6% on
industrial securities guaranteed by the State, - '

In principle, all‘credit institutions ray grant loans up to 60% of the

estimated value of property, as detoermined by themsclves, In view of the high
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cost of building (including the cost of the land) it is, however, unlikcly that
the nortgange will excced 35-40% of the cost of the building,

Every loan mast be securcd by o first rmortgage on the property (Die

dypothck muss orsten iang haben).

-

In 1950 special measures were taken to increase the liquidity of the
bullding credit institutions. Thus the centr‘l banking system of the Federal

Jepublic (Bank deutscher Lindor und L(nduszentrolbwnkcn) granted to the credit

institutions a "ro-financing® (R eflnanzlerung) of nearly 500 million D}, which

allowed them in their turn to grant mortgagc loans cven before the necessary
fundé were placed at their disposal out of current savings., At the end of
1950, the central benking system even declared itself prepared to have recourse
to open market operations to support the prices of securities, although in

practice this method was not applied,

Building credit institutions arc only to a very limited extent protected
against competition from capital issues for industrial purposes, In general,
the issue of shares and of bonds is subject to a licence from a departmental

conmittee,

Adjustment financing (Spitzen-oder Restfinanzicrung)

For a builder to find the capital he needs over and above what he can

borrow on the money market or obtain in the shape of an official loan is a

cifficult matter in the Germon Federal Republic, cven if this ndjustment capital -

is limited, as is generally the case, to 10% of production costs, In certain
Linder, the amount of the official loans is so limited that the builder must, by
drawing on his own resogrees, find 20 to 30% of the production cost, and.this
makes the task even more difficult,

The following are possible solutions of his problem:

a) He may put into the bulldlng his own cupltal, including the value of
the site if 1t is entirely his own property (posscssion of the site plays an

important part in the rcconstruction of buildings destroycd during the war);
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b) He may borrow frem prospective tenants, | anyone in the German
Federal Republic who invests 20 of his income in house building is cntitled
to have o dwelling allotted to him, This investiient may toke the form of n
loan or a contribution, It can, of coursc, morc cusily be afforded by persons

whose earnings are higher than those usually peid to workmen,

c) If the building project is o co-operative undertaking, funds may be
obtained -from membors! subscriptions, which general ly amount to between 300 and

600 DM, but to obtain an apertment in a new building a member generally has to
contribute about 900 to 1 »000 DM,

d)  Industrial underta akings often grent loans of 1,000 to 2,000 DM per

apartment, in which case the amount of such lo ns is deductible for purposes
of t"mtlc}ng

¢) Refugees and disabled cX~-servicemen nmay obtain loans up to 1,000 DM

(in the case of small prlv“te houses up to 1,500 D) for investment in housing
projects,

f)  Builders of small private houses and cottages may contribute their
own labour,

A8 wWe have seen above, certain forms of income-tax relicf are allowed in
various ways to tneourage housc-building, Thus, income~tax docs not have to
be pald on investments in co-operative housing projcctse Similerly,

prospective tenants may Secure cxenption from income~tax on sums contributed by
hiem towards building loans, provided that the borrower is an approved building

undortaklng recognized as operating in the public interest,

It calls for considerabic astuteness and initiative off the part of the
builder to take full advantage of all the avalleble possibilitics of obtaining
the extra capital he requlrosg

Contribution to fincnecing of housing projeets by the public authoritics

The general regulations governing the grant of gublie losns for housing
construction are laid down in the first Housing Act, Supplenentary rcgulations
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are being established by the Federal Republic!s eleven Linder, and their originally
very divergent prévisions are to be broﬁght into line with the principles of the
Houéing Act in 1951. During 1950 the Act was further supplemented, among other
things, by two decrees on the fixing of rental seales in new dwellings (rent
decree) and on the assessment of income from property and of floor space of

dwelling premises respectively (assessment decree).

The Housing Act does not contain any regulations regarding ways and means of
procurinéﬁthe requisite funds for loans by the public authorities; the problem has
to be solved every year by the legislative orgens of the Federal Republic and of the
Linder. By 1 October of every year the governments of the linder arc required to
establish a programme of social, i,e, publicly-financed housing construction pro~-
Jjects for the ensuing calendar year. These programmes are then co-ordinated by
the Federal Minister of Housing and brought within the framework of the six~year
plan for the territory of thc Federal Rpublic, as a whole, established under the
Housing act. As the proposed expenditure - 1,800,000,000 DM - on "sociall
dwellings represents the minimum production programme under that plan, an average
of at least 300,000 dwelling units per annum must be built if the plan is to be
roalized, although, of course, the znnual building programmes mey be set a little
cbove or below that average. It is estimated that social housing construction
projects comprising some 315,000 units will be completed in 1951, to which must be
added about 50,000 units qualifying for velief of various kinds.

In order to finance housing on so extensive a scale in the face of prevailing
building costs and conditions on the money-ma rket, public funds must be made
avallable by either the Federal Republic or the various LEnder and communcs. As a
general rule these funds are provided by the governments of the L¥nder, or by

bodies appointed by them for that purpose, in the form of mortgage loans. In some

- Linder the commmes arc themselves authorized to grant loans from funds made

available to them for the purpose, while in others the communes merely receive the

applications and forward them with their recommendations.

‘The reduction in the land tax (applicable to all dwellings) which came into

effect on 1 Janvary 1950, provides another way in which the communes can assist.
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In sume cases the latter also contribute by provacing the necessary sites, generally
on 97 years lease. Furthermore, as the local housing authority, they alsv have the
say in declding how anc by whom the buildings erccted shall be used, ana it is

therefore in their interest to promote the highest possible prouauction,

The financing system introduced on the basis of the Housing Act must fulfil two
conditions as far as rfsocial bullding cohstruction is c'ncernf’ it must ensure
that thc capital requlreu is forthcomlnb, with aue regard to such funus as the
bullcers and the credit 1nst;tutlons have been in a position to supply, anu 1t must

ensure that the rental regulations laid down unuer the law are fulfilled.,

As regards the siée of dwelling vnits in single-family or ﬁultiplewfamily houses

Which have beén bLLTt re~bullt or enlarged with the aid of public funcs, the

bneral condltlon appllbs that the floor space of dwellings may nct be less than
32 sg,m. and not more than 65 sq.m, Again, the Housing Act prescribes a maximum‘
avecage rental for a dwelling-house or housing‘p}ojégt of 12, or.in‘exgeptiqnal‘
cases 13, DM per annum per sq.m. of flocr space. This standard rent 1s'§ubject to
a differential, depcndihg wpon the size of thé.locali%y ana the equlpment anu
situation of the dwellings, anc it varlcs Letween 7,20 and 12 or A3 . The actual
rents charged are uetg"mlnod by the owner, tut the local pr1ce~Cuntrul authorltles
ars ruspon51b‘e for seeing that the aVera&e rental gstablished 1n conn¢ctmon with
the State loan is not exceeded, The rents payable for dwellings alrsauy in c¢xistense

A

ars assessed on the basis of the 1936 puSltlon,

Annual housiig cosuvs are cumposed of intercst on the.capital invested

(Kapitalkosten) which does not dnelude amortizaticn charges, and operating costs

{Bewirtschaftungskosten) which arc sub_u1v1aeu into:

1) deprsclation (= 1% of the building COsts)
2) administrative expenses,

3) current expenses,

L) maintenance costs, and

5) estimated risk of loss of rent,

™

The rates payable for interest oh and amortizatiun of public loans which rank

after first mertgages, are not fixed but vary from case to case, the balance of

rental revenue remaining after other expenses have been met bein_ taken inteo

coon hBhe brdlderts own investment at the
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rate of 4%. If this investuent exceeds 15% of the production cobt, the same

rate of interest may be lovied on the difference'as is charged on the first
mortgage. Payment of interest on the public loans primarily depends on how much
capital was made aveileble by the builder and how much in the form of a first

ﬁprtgage, and on the rate of interest on that mortgage loan.

The first mortgage loans arc gencrally amortization losns which it is
estimatad will be fully peid up after about LO years (fixed annual payment -
intcrest on mortgage loan plus 1%). During that time the rate for amortization
of the public loans is restricted to &%, The interest which, under the regulstions
of the Housing fct, may be reduced to zero, varies, according to the individual
case, between O and 4%. It is estimated that in 1950 it amounted on an aVGrage
to practically 1%. After the first mortgage loan has been rcpaid, that part of
the rental revenue which is thus released, is used for a higher amortization rate
on the public loan, and, possibly, for the payment of a certain amount of interest
on it. In view of this, the public loan is reckoned as due to be fully paid up

within a period of 60-65 yecars in all,

Official loans up to as much as 90% of the cost of production are.generally
obtainable, in which case the builder invests the other 10%. In some of the
Linder, however, official loans arc granted up to only 70 - 80% of the building
costs, the builder's investment being correspondingly more. In view of the
amount which can be raised by means of first mortgagé loans, the loans frdn
official soufces on on average cover about 60% of the cost, But exceptions to

that rule are made in certoein Linder.

Owing to the different types of official loans, interest payablé on them

and amortization arrangements, it is not possible to establish, even approximately,

any fixed relation between annual capital charges and permissible annual rentals,

The importence of officiel losns in the financing of building enterprises may
be illustrated by a typical example., In 1950 the average estimated cost of
production of a dwelling was 10,000 DM, of which 9,000 DM was assumed to
represent building costs and 1,000 DM the cost of the site. .issuming that the
builder was required to put up only 1,000 DM, and a first mortgage loan of
35500 DM was obtainable, the remainder, i,e, 5,500 DM, had to be furnished from
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public fundé; For a dwelling with 50 squm. of floor space and a rental of
12 DM per sq.mo Eor annun, the annual rent would amount to 600 DM, Rent’ again e
can be broken down 1nto Bewmrtschaftungskostun (1nclud1ng 1%, or 90 DM, on the "

buildlng costs), and Kapltalkosten (65 intercst on the first mortgage lOun,“liE¢}&?

210 DM, 43 interost or 40 DM on ‘the bullderfé inve;tment, the fem&ihder;‘néﬁﬁﬁﬁh»wf.

50 DM, representlng 1ntcrcst on the official loan at a rate of nearly 1% ). “There .
arc considerable. departurcs from this scheme, however, as regards the ratio ‘betweon
the bnllder!s 1nVGstnunt the off*c1al loan “nd the first mortgage loane: .

_” As was stated at the beginning of this chnpter, housing investments in 1950
reaohed u flvure of about 3,400 million DM, corresponding to over onc-third of all
new 1nvestments in the German Federal Republic during that year, The relative

proportlon of publlc funds, real property finance coxporatlons and peratG sourccs

maklng up thu 3 400 mllllon DM was as follows:

. S , #i12ions of DN o '“j%j’f
Public funds - S _ - .1600 : | ,: ~»L L? ¥ j?,:,w

| Real property finance corporations . 1400 g i
Other private sources B ' 4,00 ' | ; ~(12~g% L

“During’ earlier PorlOds, thc relative proportion from these sources in Gcrmany
had bean as fcllows. ' ClnE

1903-11  1924-31 51935;39'7"’
: o : Pl »o

Public funds 3 B T
. Real property finance corporations 5, 37 b
Other private sources L3 T ﬁo:nuﬁj‘vh

100 1100 ,“'1057”7\

"It will be evident from the above table that tho contribution now being - .-
made fron public funds towards the . financing of housing construction in the: Federal
German Republlc is conparable with the conditlons which obtained during the years:

1920 -~ 1930 J.geQ the Hau521nsoteuerperloden«

The amrunt of public funds mds ovailable for finaneing housing construction

“in 1950 totalled about 1,600 million DM, and of this 600 million DM were furnished

by the Lander and the- communes; and about 325 million by the Federal Republic. - In
addition, about 500 million DM were made avoilable under the terms of speclal

3
[
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legislation on the equalization of fortunes which was based cn the varying extent
to which the populaticn had been affected by war-damage, another 175 million DM

were supplied from Marshall fLid funds.

As a metter of fact, during the firuncial year 1950, about 250 nillion DM
were supplied from Marshall Aid funcs, but it was not pcssible to make the
whole amount aveilable in 1950, The use of these Luropean Recovery Programme
(ERP) funds is nioreover su?jact to certain special proviscs, Security in an

amount of 150 million DM<;) had to be given in the form of first mortgages

(erststellipe Hypotheken), the rate of interest being 5% and anortization 1%. The

renaining 100 rdllion Dl must be spent in the ssme way as public funds, but
exclusively cn housing for rofugees in Schleswig-Holstein, Lower Saxony and

Bavaria,

-

Great difficulties are being encountered in carrying out the housing
construction prograume curing 1951. Competition from other building activities,
in particular the ersction of barracks and other ndlitary buildings four further
contingents of oecupying forces, has increased, creating & shortage of specialized
workers and of certain building materials, s8 in other cuuntries, building costs
in the German Federal Republic hove risen substantially since the uiddle of 1950.
Credit institutions cannot guarantee that funds will be nade available for
housing projects to the saue extent as last year, The saue applies to Marshall
Aid funds, 4ssuming thet present rentel conditions reuain unaltered - and it
would appesr thet they camnct be chan ed at present in view of the incoune level
of the greater mass of the population - still greator demands will have to be
made on public funds if 2 reduction in fisccial housing production is tc be
aveided, In view of the pressing urgency of the preblem caused by the presence
of rillions of refugees, there is every indication that the greatest effort will
be made to avoid any fsulling off in hcusing production. That situestion will,
however, necessarily uean still greater demands on public funds and, to a greater

extent than before, contributions will have to be made in the form of subsidies,

(1) to be spent on dwellings for workers in industries receiving Marshall Aid.
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Chapter XII1

AUSTRIA

Austrié*s present condition and her particularly difficult economi¢ cir-
cumstances, greatly complicate the. solution of the housing problem, Apart
from the very high building costs, there is a scarcity of capital, rates of
interest are very expensive (7-107), and the State!s financial position is pre-
carious, These facts explain why, despite thé heavy demand, the production of

dwellings has not appafently recovered to the pre-war level,

. Types of'building

| As in most other countries, there is little building by the State itself,
What building has taken plaée is almost exclusively in connexion with the pro-
vision of housing for Government employees (a2s, for instance, for custams
‘officials)

On the other hand, building by local admlnlstratlons, whlch attained con-
siderable proportions between the two wars ~ the Clty of Vienna built nearly
70,000 dwellings between 1918-1938 - probably still accounts for the bulk of all
. new building, The City of Vienna is very mich to the fore in thls fleld
_ having with its own resources canmenced the bulldlng of 10,000 dwellings since
B 1948, 5,000 of which have been completed, Other communes have also built
:housing, but on a smaller scale; nor-was their building financed, 'as Vienna's
was,'soiely out of their own resources: i£ was carried out almost éntirely with
the help of loans from public or private organlzations, Besides, the communes,
“instead of building themselves, frequently did nothing more than assist the
'”;buildlng efforts of "undertaklngs operatlng in the publlc interest" through the

grant ‘of land cr sub31dies,

L :"Hou51ng undertakings operatlng in the public interest’ are non-profit

| making private bodles @ verned by special legislation, ' They usually take the
form of co-operative societies, but are, at times, established as limited”
liability or joint stock companies, They enjoy valuable tax relief privileges
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and receive financial support!frnm~£né'“Federal Housing Fund" and the "Regional
Housing Funds", Between the two wars they made a great contribution, but
present conditions are not favourable to a resumptlon of their activity owing
to the existing disparity between blllding costs nnd rentals, They are only

‘fable to resume operations if and as far: as they are aided by communes or

industrial undertakings.

Austrian 1ndustry hns, for many years, been assistlng in the provision of

&wellings for its workers; a large number of industrial undertakings have proe-

vided dwellings for nearly half their wage~earning and salaried employees.

Most of this accommodation has been made available as housmng for employees,
thus constituting part of their wages or salaries, and ‘no charges ar¢ made for
its use, . Other tenants have to pay very smnll sums for the use of the accommo-

“dation and also for some.of the current expend;ture. The. owners of this houwsing

are either the industr¢a, undertakings themselves or - particularly. in recent
times ~ "housing undertakings operzting in the public interest! whi ch received

& large share of the necessary capital from the 1ndustrial undertakings con=-

cerned, - The latter become the general le"seholders of the dwelllngs.j; In 1949
and- 1950 the- Bundes»thn«und-Sledlungsfonds granted these houszng undertakings

:advances from ERP. funds to enable them to erect dwelllnps for workers employed

in industries and mines of national importance.

Lastly, building is being carried out by the owners of war-damaged property
with State assistance under the provis1on¢ of the genera1 reconstruction
legislation, ' ' e

Special mention should be made of the Federal Hou51ng Act of 8 July 1948
(Noa149) which created a special form of co-ownership,  Under ‘this new legiS—
lation, the co~owners: of a block of flats can divide up.the flats in such a way
that each co-owner acquires a personal right to one or more flats, indefeasible
by third parties, and a right to an undivxdeﬁ share in the jointly owned parts

of the building. That is also a:familiar arrangement 1n other countries
~ (France, Italy) The Act is too.recént to allow of an assessment of its

probable effect on the Austrian building economy,
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Rezl property credit institutions

In Austnda the traditional sources of credits for housing are the Land

Banks and the Szvings Banks,

The Land Banke would normally grant long-term, first mortgage loans for

30 - 4O years, repayable by fixed annual inetaiments (interest plus amorﬁization)w !
Present rates of interest are about 6 or 7%, The amount of the loan is limited 4
to 607 of the estimated value of the buiiding, besed on its market value and the
income it provides, Owing to the low level of rentals, estimated values, as in
mest other countries, are nowadays very low in comparison with building costs,
Loans carnot as a fule be repaid in advance of the vedemption date, The Land
Banks obtain thelr funds by the issue of bonds tc the public.

The Savings Banks grant loans on similar conditions, But in their case
the amount of the loans may not excesd 50% (instead of 607 in the case of the
Land Banks) of the estimated value. Generally spsaking., loans can be repaid

in advance of the redemption date.

 With a view to facilitating reconstruchion, “he post-war Housing Act

established a loan system, called "Credits for repairs!, whereby the lender took
a lien which ranked before all reglstered mortgages and which was secured on the
rent, Owing to the disparity between building costs and rentals, no use is at
present being made of this form of credit,

Another point to be remembeved is that the financial chérges of all sorts
incurred in conrexicn with loans ave far from negiigible, Their incidence
varies but they may amount, inclusive of duties, to as much as 5 or 10% of the |

sum lent. - - ; ;

The reduction in the sums lert on first mortsrges, as compared with building

costs, and the decrease in the ampunts contributed by the cwners, ied the

Austrisn State, not oniy to grant loans 1tself, but also to encourage the granting

P

of second mortgage loans by means of a State guarantes.
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Assistance from the public authorities

The first thing to be noted, in this connexion, is the important part
played by local administrations, that of the City of Vienna in particular, both

through the financing of building out of their own resources, and through the

assistance afforded to other bullders in the form of the provision of land,
subsidies etec,

As regards State assistance, a clear distinction must be drawn between the
activities of the "Fund for Housing Reconstruction® and of the "Federal and

Reglonal Housing Funds", Some other measures will also be mentioned in passing,

Work on rebuilding and repairing houses damaged by military action was
begun immediately after the end of hostilities, But up to 1948, the necessary
funds were provided by the communes, the City of Vienna in perticular, or in-
dividual owners, from their own resources, Since the establishment of a
"Federal Fund for Housing Reconstruction" in the second half of 1948, however,
reconstruction has been financed by this Pund, The Fund is purely a lending
institution granting interest-free loans which are amortimed at the low rate of
1% per annum, The loans are for the full amount held to be necessary for the
reconstruction of a building. |

In the case of other building, the public authorities act through the
"Federal and Regional Housing Funds®, The assistance obtainable from the
Federal Fund is on a larger scale than thatvprovided by the ﬁegional Funds, but
is only available to communes and housing undertakings operating in the public
interest; private persons can only apply to the Regional Funds,

The Federsl) Housing Fund is authorized:

- to grant mortgage loans direct for an average period of L6 years and at
3% interest. They may amount to 90% of the cost of construction, but are in

practice generally limited to 30 - 60¢ of this cost, Loans are only granted in

respect of buildings the plans for which have been approved by the publie
authorities,
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- %o allow a rebate in interest for terms of not less than ten years, but
‘not more than the duration of its own loans, The rebate is calculated in such
a way as to scale the interest on the loans in question down to 3%, The loans
may be on first or on second mortgage.

- to éuarantee private loans on second mortgage.

The Regional Housing Funds is only 2 lending institution; the conditions
governing its loans are the same as those applicable to loans by the Federal
Fund,

Apart from these incentives, capital subsidies may be granted by the State |
~ for the purpose of completing houses begun during the German occupation and
financed by the Reich, Such subsidies are limited to 20% of the expenditure
necessary to complete the building,

Another system, now discontinued, but which gave good results between 1929
and 1933, was that established by the Act of 1 June 1929, Under this system
loans were granted by the Land Banks up to 60% of the cost (land included),.

The money for these loans was found by issuing real property bonds, for the
interest and amortization of which the State assumed responsibility. However,
the borrowers were required to make annusl payments to the Austrian Treasury,
proportionate to the net income from the building, These annual payments
normally amounted to 27 (including 1 for interest).
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Chapter XIV '

BELGIUM

Belgian housing policy eppears to have three distinguishing characteristics: '
I. Both public and private policy aiﬁs at promoting individual owncrship by °
the largest possible number of famlllos, and in particular the ownership by
farllies of the dwellings they occupy. Thls scems to be:aresult of the
individualistic cheracter of the pcople; 1t is one of the causes of the
prepqnderance of individﬁal over collective ownershipnand 2lso of the large
nurmber of femilies which own their own dwellings; it has affceeted the actual
nature of the buildings. -

3

Until quite fecently this policy of promoting individual ownership was
pursued in connection with existing and newﬁhousos'indiscriminately; but
during the lest year the publiciéuthorities appear to have been limiting their

Ay
assistance to the acquisition of new buildings.

4 II, Belglan housing policy is very markedly liberel in charaecter., ‘Since tﬁe

; ' ‘ beginning of the century, bulldlng has mainly been carried out by private ‘,
enterprise without any kind of assistance from the authorities. action by i

the authorities; cithor in the form of ‘the creation of special bodies to. 7

finance building, or in the form of loans, subsidies or reduction of 1nterest'

rates, has been solely for the purpose:

-~ of improving working-class housing, Here, however, the a331stance
glven by the quthorltles has for a long time been limited in

scope .

.

- of assisting persons who have suffered from war damage.

111, is in many other countries, econcmic and politicel circumstances after
the war, such as rent control, the decreased level of accumulated wealth and
savings, the scarcity of certain moterinls ete, slowefl down, if it did not
altogether stop, renovation and expansion of the stock of houses by the
unaided operation of privete enterprise, Although new measures to encourage
building have been adopted in the last year or two and building has received
. norec extensive assistonce, the bases of Belgian housing policy have remained

unchanged,
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DIFFERENT FORMS OF COLLEGTIVE OWNBRSHIP - ~ .
The(laét census gives a fairly exact picture of the composition of all .
' (1) | .

Belgian housing accommodation on 31 Deccmber 19477,

Such accommodation in Belgium consists for the most part of houses
- constituting only a single dwelling: the average number of dwellings per
building is l.43 75% of houses consist only of = single dwelling.

The. proportion of dwellings owned by the families living in them is
comparatively high -« 394 of the total'existing‘number. ‘ ' '

Most of the dwellings let for rent arc alsc privately ownedj dwellings
belonging to public or private bodies do not exceed 9% of the total, distributed

i

as follows:

. . : . { Number of !% of total existing
dwellings number of dwellings
Public or semi~-public bodies(z) : 60,000 o 2%
ton-profit-making private bodies - |Negligivle Negligible
1rms(3) | N | 50,000 758
Privately owned dwellings let for profit © 150,000 | 5.25%
fotal | 260,000 9 %

(1) There were ebout 2,050,000 buildings, with 2,865,000 dwellings (including
hotels, temporary structures and buildings used temporarily as dwellings).
Permanent dwelling=houses proper numbered 2,015,000,

(2) Including dwellings belonging to' local and regicnal lowecost housing B
soclieties, A

(3) To house staff,
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Thus collective ownership (public or private) only accounts for a relatively

saall proportion of dwellings. But it appears to have played a comparatively

larger part in building sinee the beginning of the century. & certain number

of dwellings built as collective property have subsequeuntly been sold to private
perscns and very yreat «fforts have been nade during the period to promote

individual ownership,

Lastly, menvion should be made of the fact that at the beginning of the
century'and between the two wars a nuuber of buiidinga‘were-put up by contractors
for subsequent resale to individusls, The builder then financed the new
dwellings on a mediun-tern basis, There is little of this type of building today
on account of the finoncial difficultics of the enterprises end the fact that
under the De Taeye law »urchasers of hcouses built byvindividuals are not allowed

grants,

I, 'Public ur semi-public budies
Buildings put up directly by the State, the Provinces or the Communes are.
very few in nuuber, They have'becn financed either by the bodies concerned out

of their own funds, or in part by neans of a loan from the General Savings and

Pensicn Fund (Caisse Générale d'iparine et de Retraite).

Assistance to building by the public authoritics has in the main been

effected through the following seud-public bodies:

The National Low-Cost Housing Socicty (Société Naticnale des Habitations

gt Lopements & Bon Marché).

The National Simall Rural House Property Compsny (Scciété Nationale de la

Petite Propriété Terriciue).

A.  National Low-Cost Housing Society

The basic lew in this case is that of 11 October 1919. It provides for
the creation of & National Sueiety which approves local and regional socicties
and advances them funds, There are fiv. kinds of approved sccieties (310

societies in all;:
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a),v local or regional low-cost housing societics, in the form of

"extber 11m1ted liablllty compenies or co-opcrative socleties with capital
'Jrovided solely by the State (about 1/5), the Province (1/5), the commune
‘and ‘the public assistznce boards (266 societius),

k on 31,12.1944 | on 31,12,1949

‘ State 39,304,000 17,798,650

§ Provinces 39,122,000 L7 506k,925

g Gormunes 131,370,000 151,354,600

3 Public assistance boards 22,919,000 27,307,575

; Pirms 57,208,000 182,449,925

{ Co~operatives, individuels, - o

5 finnncial institutions 52,843,000 50,228, 570

' Total 322,766,000 | 506,20h,245 |

4 b) tenants' co=~operative societies (20 socletles), the capital
chiefly provided by the tenants themsclves;

1 of which is

e} companies of an industrial character (18) formed by firms to provide

housing for their staff;

d) -ecompanies of a speeial character (5)
~article 3 of the laws of 11 October 1919 and 25 July 1921

formed by welfarc organisations under

" The total capitel (subscribed’capital) of the Societies has developed as

_follows since the war:

' The societics have to be approved by-the>Nwtional Low=Cogst Housing

Society.

of a limited liability campeqy for all purpos¢s not provided for in its articles,

This body is a company governcd hy the Civil Code but assumes the fomm

Half of -its capital of 1 million is subscribed by the State,and.tha_Prqvians.
Its functiom is to promobe therereati n of spproved local or regional societies,
to finance them and to inspect thefr buildings, It has set up a resasrch and

technical in?estigatibn depertment unier the law of 15/L/1949,
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Its loans to thc approved;societies are advances nol sccured by mortgage
registration, They are repayable in 66 yearly instalments of 2,35%, including
interest, amortization (0.75 + 1,20%), and contribution of 0,40% towards the

office expenses of the Nationsl Society,
The Natiinal Society obtains its funds:

= from loans provided by the State; ,
- by borrowinz from the General Savings and Superannuation Fund (Caisse Générale
d'Epargne et de Retraite);
- by borrowing on thic financinl market ;
- or by issuing State sccured loans, subscribed either by credit institutions
such &s the Savings Bank (Csisse d'Epargne), or by tﬂe'State.

The relative amounts obteined from these three sources have varied at
different periods. During; the lest few years they have becn os follows
(in millicns)s

i

1947|2948 [1949 | 1950 |Total

idvances from the State 261 (1) 59(2) 410 {1234 1829

. General Savings and Superannuation Fund

. 23 ‘ndy 3 tEnarone . j
' (2tl§§eR§fﬁ§§§§§ A'EpaTene 223 |300 |268 | 180 | 971 o

* Financial market 60 195 45 | 60 360

 Own resources (reinvestient, procceds
- of house sales and short-term loans of

. copitel temporarily availeble) 18 10 12 2 | 60

R A S e L b e re b e e et b mea o

| Total

427 56k | 735 | 149k | 3220

(1) War damage, . S
(2) 0f which 34 millions waxr demage.
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It ‘should be mentionecd that when the Netlon°1 Soeiety 1s repald by an
approved company in odva nce, it does not pxy buck 1ts own creditors 1n gdvunce

« .

The dlffurence bctwcen thc reto of intcrpst pe 1d by thc appruved societies

end that paid by the Notional Suclcty to its crcdltors, is covered by a Sthte
ub51dy,

The followinh further 1nfurnat1un should be added'

o -
e

In ‘the case qf housos lct by the epproved soclctios, rents are fixed at a
minimum rate of 3,25% of the cost of the house., & maximum rent of fr, 850 per
month has been fixed for dwellings built for miners. In the past the authorized

“rents did not qlways onsurc thc societies! financial stn bility. (The cost

er annum of a dwelllng bullt by the approved societies works out at 4% of the
cost of econstruction, including about 1,25% for mnintensnce, repairs, insurance
and office'expenses). The deficit of certain societies has bsen net, by spcclal
Stete loans, In 1950,13 societics were still ineurring a loss.

The upprOVcd socmet;es are asked to sell their houses to persons qunlifying
for the Statc fr*nt(l)

“The extent of the netivitics of the Low-cost housing socicties hos viried

at different periods since the system w":'s'é;stabli‘shcd The, State's Imancial

difficulties or the condition of the moncy markct chocked théir development fron
1931 on; after 1935 fresh Statc assistonce enabled then to co=~operate in the
canpaign against unemployment, but only to a small. extent,

In 30 years, howevir, they have built o total of 72,523 dwellings, or®
_abeut 127 of the. new bullrlntg.‘uBctween 1945 and 1949 they built about
10, 617 dwellings, e

‘ Of the total number of dwellings erccted by them they hmvc re~sold
22,272, from the commencement of the scheme up to 31 December 1949,

On 31 December 1949 their house property consistod of SO 251 dwelllngs, ow
2,5% of all cexisting dwellings,

(1) For assistancc to wurchesers (subsidy, reduced intcrost rates) sce
section entitled "The cdifferent fomms of zetion by the public authorities,
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Be National Small Rural House Property Company (Société Nationsnle de la

Petite Propriété terriennc),
Though there was nothing in the law of 11 October 1919 establishing the

© National Low-Cost Housing Society to prevent the low-cost housing -societies from
'building in the country, few houscs werec erected there at the begimning, A
Royal Decree of 27 February 1935 therefore established the N-tional Small Rural
House Property Compeny similar to the low-cost housing society but controlling

societies specializing in rural building,

The company comes under the provisicns of the Civil Code but assumes the
form of a limited liability company. Its function is to encourage a return to
the land and to check the drift .f population to the towns, Its dubties include:

l, acquiring real estatec with = view to creating small rural house properties;
2e promoting the creation of approved local socleties;
3« advancing funds to these societies.which it controls.

Thus-it finances and controls 52 approved societies which have retained their
status as "eivil" compenies but sssumed the co-operative form; their capital

was distributed as fcllows on 31 December 1949:

State llonto.oploooooo.unt..nco..coooiooa-ocoe#nbnnn'i's'frsfa l}()ézysoo

T U | l;OﬁZ,SOO

© Communes and Public issistance Boards ..........eessse, ! 1,909,000
‘Private incividuals Liuiieeisvniinieeneracnnnoereonsees " 1,582,750
Welfare organisations  ,iieivesusssnnernnorenneeennenas 1,892,000

. Total: # 7,888,950

The loans obtainable by the approved'éocieties from the National Company
are only limited by the amouat of credit mede available %0 the latter,

The greater port of the capital is advenced cdirect by the National Conpany
to individuals, The loens are first mortgage ‘loans repayable in 20 or 30 years,
The annuel payment varies according to the age of the borrower, Interest is

2.5%. This includes tho contribution to the expenses of the Natiorsl. Company,
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The Royal Decrees of 14 ipril énc{ 12 Deceﬁbér 1945, hoi«rever, authoi‘i_zed
loans of up to 100% of the value of the property to miners for houses in the -
country, with interest of from 2.5 t¢ O, 5% ea.t:cord:.nU to the mncr’s years of o
servics, ‘

The Nationel Compeny has obtained its funds from Treasury loans provided & -
for under its articles and, since 1950 under the law of 15 April 1949, by the issue
of 1oans subgcribed partly by financiel institutions and partly by the Stats.

The approved societics can let or sell on the same conditions as the
low~cost housing societies,

The activities of this orgenization are not- so cxtensive as those of the
low=cost housing societies; chiefly Secau_se it deals only with smell rural ’
house propertj. Since it-slcreation the Notional Company has been able to ‘ .
improve the position of 15,000 families, It has muc.e negrly' 14,000, loan or. - -
sale agreements., The total amount of capital i:j.eo up by the National, Company
in loans to individuals is frs. 1,559, h92 560. ey

N

The loans, 12,720 in num ber, were distrluuted g5 .follows «on - 31 December 1950

......

‘

8,296 for buildlnb a dwelling house -
380 for bu:.ld:mg farm :
1,019 for prov:.dlnr a dwelling or farm with sanitation
. 1,725 for the purchase of = house '
457 for the purchase of a fam
_691 for the purchase of a House with sanitation
}152‘ for the purchase of a farm with sanitation, '




IM/HOU/WPL1/11
page 143 ’

II. Private Bodies

The limited liability corpany is still the commonest form of collective
property. It accounts for no small part of the axisting stock of houses.

In the case of now buildings, limited lisbility compunies formed of persons

desiring to lay out their noney to cdvantage by btuilling houses for letting, and *

even companies formed by fumilics desiring to obtuin accommodation for themselves

by combining together to put up a buiiding, appear today to play a part of
negligible importance,

It has been menbtisned clsewhere that co-operative socleties, even those

covered by the low-cost housing legislation, are small in size and few in number,

Thero are, however, a nuher of firms which are the irmediute owners of houses

for the accommodation of their stuff, Other firms have formed companies for

building or munaging workers! dwellings. These coupanies are for the most part

- companius approved by the National Low-Cost Dwellings Society.

The total contribution of firms to the financing of building may be put at
frs 465 nillions out o a totul of &,000 millionsin 1948; and frs.200 millions
out of 9,800 nillions in 1949,

assistance given by firms also takes the form of low rentals for employses
housed by them, rent allowsnces for euployees not hiused by them ond grants to

employecs for the purchese or building of houses.

CREDIT FACILITIES AVAILABLE TO HOUSE-OWNERS

- Credit is available to house-owners in many varied, and sometimes complex

"fdnns; _Apart from some special cases. however, which do not éffect the position

as a whole, credit frcilities fall into three categories:
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| v."'.- Prlva,te loans N . ‘
- Special legislatlon in regard to working class housing,
. Loans and adVances for reconstruction (war damnb e) .

; after a rapid raview of the above oategories, an attump$ will be mnde, in

conclusion, to aSSess thelr relatlve importance,

- -Belgiun hus for many yeurs been pursuing a policy of cncouraging prxvate
ownership, that policy hus met with success, as approximately LOZ of the

' exist.inu dwellings are owned by their occupiers.

It should be noted that a considerable proportion, if not the naJOrity, ot
familles that have contracted louns coming within the first two of the dbove '

»,categorles, h“ve become p&ogvf%y owners by thu purchase of existing hous»s. -

. By according even more favourable treatment to privote buildsrs as, for @ -

~instance, by increasing substantially the permissible ratio of loans to total
.eonstruction- costs, the law of 29 May 1948 has brought about an apprecisble change

in that connection and directed loun poliey more towards the fihancing‘éf‘new

building.

A; Private loans
I, 48 in nany other countries, the provision of private copital takes the shape
of': ’

~ loans between private individuals, the amount of which is difficult to

assess;

- loans by banks speciulizing in mortgage loans (not of great importance
as they only amounted to 260 millions as at 30 April 1951);-

~ loans by insurance componies;
- loans by privete savings banks;

- loans by certain semi-Stete institutions, General Savings and Superannustion
Fund (Caisse Générale d'lpurgne et de Retraite), Central Mortgage Office,

(Office Central de Crédit Hyggthécalre), ¢te. under the provisions of

private law;
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- recourse to the financial market) under the provisions of private law.

+ Tt should be noted, uorsover, that in Belgium, as in many other countries,
loans for housing have not represented in the pust, and still do not represent,

more than a smell proportion of private mortgage louns.

II. Gencrally speaking, privote nortgege loans for housing rerely amount to nore
thun 40% of building costs; this naturally refers to first nortzege loans.

Second mortgage loans are rare and the rate of interest on them is prohibitive.

Private long-term logns are seldom for more than 0 years. The average is
from 10 to 15 yeurs and they are repayable by annual instalments or on expiration.

III. The rates of interest affecting housing are at present as follows:

; T 1938 | 1947 [1948 11949 | 1950

lictual return on State loans (4% Consol..

Fund ) ] B3 | hebh [ 475 (461 | Lab2
Actual return on private (industrial) bonds|iverage
1938

Le?6 | L6l | 4.82 | 474 | L.62

Rate of interest on housing loans by
private institutions

(1st mortgage '

(2nd mortguge +5.15 5,75 1 6,00 16.00 | 5.75

Rate of interest of public institutions
{ordinary mortgage lozns granted by

the C.G.E.R.}(b) - 5.50 | 5.50 {5.50 | 5.50
Société Nationale H.L.B.M. (c) 3 1.15 11,15 {1.15 | 1.15(a)
Average
S’tNoPoPoTo (d) ) ) ’ 2¢5O 2050 ’2050 2'50 2'50 N
Approved loan societies (C.G.E.R.) | 3.50 3.75 1 3.75 13,75 3.75

damage reconstruction (louns without ,
interest by the Ministry of ; o
Reconstruction) - - - - - -

Loans for renovation - 2 2 2 2

(a) Including the National 3ociety's contribution towards charges of 0.40%.
(b) C.G.E.R.: Caisse Géndérale diDpargne et de Retraite (General Savings
and Superannuation Fund),
(o) S.N.H.L,B.M.: 3ociété Nationale des Hubitations et Logements 4 Bon Marché .
(National Low-Cost Housing Society), .
(d) S.N.P.P.T.: Société Nationsle de la Petite Propriété Terrienne (National Small
Rural House Propurty Company).
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Emtés,of intcerest of mortgage loans are generully speaking‘higher than the
general market rates, owing to the faet that charges of all sorts are‘higher in

the cuse of such loans,  Aetua1ly, aneillary expenditure 'in connection with

martgage louns umounts,'on an average, to 10% of the principal, Ag&in, registro-

tion fees are, at present, fixed at 0.30%.

than those obtaining on the generol market,

Where u loan is mude by o State-aided institution, however, rates are lowep -

“ o~
a

B, Special legislation in regard to working~class housing

| the improvement of working class housing are:
|
|

The General Savings ‘and Supérannuation Fund (la Caisse Géndrale

'\ - 4lEparge et de Retraite);

The four main central organizations exclusively or partislly concerned with

The Housing Fund of the Large Fumilies League (Le Fonds du Logement de

la Ligue des Fumilles Nombreuses)s

The National Low-Cost Housing Society (La Société Notioncle des

Habituations et Logements d Bon Marché);

; The National Small Rural House Property Compeny (Lo Société Nationale

de la Petite Propriété Terrienne).

o We have elready indicuted the way in which the lust two organizations
N .

| operzte, and there is no need to dd anythibg. We will now de:l briefly with

housing.

N

| the first two organizations und devote a few remerks to the approved loan

socicties, as they are an‘important factor in the loan poliey for working cldss

R I. The Genersl Savings ond Superannuation Fund is one of the fundamenta

factors in Belgian housing policy -

. ' It controls the deposits of the savings and pension societies,

48 regurds housing, it assists in the financing of working class housing

schemaes in three separate ways:
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" 1) advancés under the tcrms ‘of the- luw of 1889 to the building and loan
societies apprOVcd by it;

2)v$he grant of debenture louns to the National Low-Cost Housinngociety,
the National Small Rural House Property Company and the Housing Fund of the large
Fomilies Leugue; ' ‘ ‘ '
3) Ldstly, in c»rt&lﬂ circumstunces, lOdnS to towns’ und commune s for
bullding low~cost houscs. : ‘
- - The cap;tal invested by this institution in housing is made up as follows
(3n millions of francs):

Balance of ldans
as at 31.,12..48 ‘as at 31.12.49

1

. rfI‘o approved loan societies 1 2,405.4 B l;,696.2
To communes . o 3045 - © '30.3
i . ‘ , N
To the National Low-Cost Housing Society '
! |
; o (Loans , o ;
» (Subscriptions 1,206.1 1,488.1
{' . {to bonds ' a ' :
To the National Small Rural House Property
] Compdny . \ ) 20 «O _ . 2000
@o the Hou31ng Fund of the Large _ o e
Families League ‘ v 45.0 45.0
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The balance of loans outstanding, as at 31 December 1949, amounted to
6,288,4 million franecs,

Loans for housing of all categories amounted to 30% of the Fund's
investments in 1948, and to 57.4% in 1949.

In assessing the assistance afforded by this institution, it must not be
fergotten that the‘ioéns it extends are not re-payable before the §ate of.
redemption, Hence, the loan societies have been zble tn re~inve§t a further
1,800 million franes derived from the re-payment of their own loans, e have
already pointed out that the National Low Cost Housing Soeiety and the National
Small Rural House Property Company have similarly been able to re-invest 600
million and 17 millicn reapedtively, as the result of an excess of re-payments
received not set-off against ré~payments to the State or the General Savings
and Pension Fund, ’

The loan societies,vestablished under the provisions of the Law of
9 August 1889, are limited liability companies or co-operatives, the capital
of which derives from the subseriptigns of private individuals and communes,

Their function is to make loans to individuals wishing to purchase or

build a dweiling for themselves, or to improve their existing house. The cost
_of a house must ot exceed a limit of from 220,000 to 392,000 francs for
building, in the case of new construction, and from 138,000 to 175,000 franes,

in case of purchase, according to locality and the number of children in the
family, Loans may amount to0 703 of the value of the house, including the
land, or 80%, where the borrower is the head of a large family, Where the
builder is in receipt of a State subsidy the loan may amount to 90% af the

total value of the property, provided that it does not amaﬁnt to more than the

total building costs. On the other hand, a buyer in receipt of a State
subsidy does not benefit by the higher loan to ‘cost ratio. Loans are secured
by a first mortgage édd"é life insurance policy taken out by the borrower,
The eurrent rate of intercst is 32%. Loans are re-payable by monthly
instalments, The smortization period varies from 10 to 30 years according to

the age and the means of the borrower,
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As already indicated, these societies derive their losn funds from the
General Sévings and Superannuation Fund, which grants them money at from 0,25 to
0.5% above the rate of interest it pays on its own deposits. (3% up to
50,000 francs, 13¢ from 50 to 100,000 francs and 1% above 100,000 francs),
or from 3,25 to 3.50% under existing conditions, There is therefore no
quésfion, in this instance of State subsidies for the reduction of interest
rates as in the ease of loans to the National Low Cost Housing Scciety.

The loans are not subject to amortization.

Thereyare, ét the present time, 213 lozn societies and their activities
have been extensive, seeing that their loans (including the single premium for
life" 1nsurance), amounted to more than 11,000 million francs up to 31 December
1950,

The écope bf7£hese.societies' activities is increasing very appreciably.
The total of loans granted has increased from 682 million francs in 1947 to
2,868 million francs in 1950, | | |

This expénsion is admittedly due to the success achieved by the Law of
29 May 1948, which "includes special provisions for encouraging the building

‘of low-cost houses by private enterprise! (the De Taeye Law) and the Law of

15 4pril 1949, establishing the Housing Fund (the Brunfaut Law).

.. The considerable expansion in the operations of the approved societies has
led the General Savings and Superannuation Fund to increase the amount at the .
disposal of a limited liability credit Company erecting workingeclass dwellings
from 150 to 250 million francs, ‘

Loans extended in the financial year 1949 amounted to 249% of the 1948
figure and 457% of the 1947 figure,

By the.end of 1949 the companies outstanding loans numbered 83,359 to a

. total value of 4,798 million francs, as against 67,336 loans and 2,527.1

millipn‘francs, as at 31 December 1948,
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Included amongst the above are the loans to miners at specially reduced

rates of interest, introduced in 1945, the main features of which are as

follows:

1) The contractual rate of interest remains at 3.75%, but the State

. takes for its account and pays to the company 1.25 to 3,75% of the interest

ncminally payable by the mdner, according to the number of yeara ‘of 'his
service in the. mines.

:2) the amount of the loan may be as much as 100% of the value of the

property, including the single llfe insurance premlum.

3) remission of interest ceases as soon as the borrower leaves the

mines (except where pensioned-off or in cases of recognized disability)

The number of loans of this character amounted to 7,174, as at 31
December 1950, and represented an outlay of 720 million francs of which
340 milllon were in respect of building operations.

1I. Housing Fungd of the Large Families League .

© ‘This is a co~operative society, formed by the Large Families League for
the purpose of extending loans at reduced rates to its members, to help them
in building, purchasing, or improving a dwelling house,

The Law of 15 Aprdl 1949 - Brunfaut Law - empowers the State to guarantee
loans contracted by the Fund and to assume responsibility for losses on
interest incurred in that connection,

In return the Fund is obliged, by the Royal Decree of 18 May 1949 to adapt

its loan policy to the family circumstances of the borrower, More will be
said about this later, o

As 2 contribution towards the cost of that policy the State takes for its
account the interest on loans contracted by the Fund (less 0.75% in some cases),

Generally speaking the Housing Fund“operations are on the same lines as
those of the loan scaieties of the General Savings and .Superannuation Fund; the
decision as to what does and does not constitute a low-cost house, for instance,
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is govarned.by the same standards and is subjeet to the same increases, based

on the number of‘children ih the family,

The essential difference, as regards the formula applied by the Housing
Fund, lies in three provisions of a specifically family character:

1) The family must come within the "low-income" category and have an
income below a certain maximum figure which, however, goes up by

20% for each dependent child;

2) the rate of interest on the loan - and that is the keystone of the
system ~ 18 fixed in accordance with a descending scale, based on
the extent of the family!s responsibilities, That rate varies

between 3.25% and 0.5%.

Size of family

Rate of interest

5

6
7
8

4 children including 3 dépendent
4 dependent children

do,
do.
do.
do.

3.25%
2.50%
2,00%
1,50%
1,00%
0.50%

.3) The amount of the loan may be

as much as 90% to 95% of the value

of the building, according to whether it is a case of purchase

or of building,

The Fund only makes loans on first mortgage where the borrower is the head
of a family with at least i.ur children,

Where, however, he is the head of

a family with four children in the home but with only three dependent on
him, the loan can only be a second mortggge‘loan,

The duration of the loan (with a maximum of 20 years) is determined by

the family resources and the age of the dorrower. -  Exceptions-can, -however,
be made, ' V ‘

:
4‘
4
:

e g o
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In Pegard'ﬁéfsecurity, the borrower-and his wife are jointly liable and must
~take out a mortgage, in favour of the fund, on the building in respect of which
the loan is made. The bo"féwer must, as a general rule, take out a life insurance
policy with the General Savings and Pen31on Fundj guaranteeing the repayment of -
the loan.

1950 was the first full &earAin which the Housing Fund operated its new

mortgage system., .

By the end of 1950 the General Savings and Superannuation Fund had granted
it three successive loans of 100 millions francs guarantéed by the State. Of
those 300 millions, 275 had been issued on loans by 31 Dscember 1950,

A fourth loan of 100 million fz rancs has been authorized by Royal Decree
of 16 February 1951 and- granted by the General Fund. Negotiations for a fifth

loan are in progress; :

The extent of the Fund's operations is shown by the following figures: in ' .
1950, the Fund made 1,690 loans for an amount of 279 millions. As compared with
the previous year this represents an increass of 215% in the number of operations,
L80% as regards implemerttation and 84% in regard to the average amount of the

individual loans. '

C. Loans and advances to war damage victims

The making good of war damage to private ﬁroberﬁy is regulated by the
Law of 1 October 1947, which fixes the éﬁbunt‘fhét\may be allctted Lo war damage
victims in the form of compensation and restoralion leans, Prior to that law,
~certain legal provisions had, however, already becen established to facilitate the
restoration of damaged property. Reference is made to them in article 68 of the
Law of 1 October 1947 which, furthermore,; specifies that some of the provisiqns .

are in force,

*

The regulations with regard to advances and loans, prior to the Law on

War Damage to Private Property, may be summed up as follows:

As early as 1940, loans were made for the restoration of property destroyed

as a result of the war, Such loans were used tc enable those who
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had lost all they had to purchase furniture and personal effects; to enable
farmers who had suffered from war damage to replace live-stock and farm
equipment, for the reconstruction of private and industrial buildings and to

set industrial and commercial concerns in operation again.

More than twenty deérees governed the granting of such loans, When all
war-~time legislation was inﬁaliuated at the libheration, thie Government
nevertheless considered it deéirable to keep that particular body of légal,
provisions in force. ~ Such was the purposevof article 1 of the Decree-Law.
of 30 November 194i. Subsequently, before the enactment of the Law of
1 October 1947, the scope of the reguletions was brosdened by further
Decree-Laws,  Among them were: a Decree-Law of 12 June 1945 (Moniteur Belge

of 23 June 1945) modifying the Decrees of 19 October 1940 and 26 November
1942 on the issue of loans to farmers through the medium of the National

Agricultural Loan Institution (Institut Natiomal de Crédit_Agricole), a

Decree-Law of 28 February 1947 (Moniteur of 24 and 25 March 1947) empowering

the National Professional Loan Pund (Caisse Nationale de Credit Professionel)

to make loans for the repair of Belgian inland water craft. another
Decree~Law of 28 February 1947 (Monitcur of 6 April 1947) empowers the

National Agriculiural Loan Iistitution 4o meke locans for the restoration of

buildings on farms run by the owner.

Since the Law of L October 1947 came into force, war damage victims
are eligible for State guaranteed restoration leans to supplement the
compensation they receive, Such loans are made by institutions under State

control and designated in Royal Orders in Council,

The amotnt of such loans, the conditions of granting, rate of interest
and conditions of repaymenﬁ were regulated by the Order in Council of the

Regent dated 31 December 1948.

The rate of interest is the same as the legal commercial rate, but the
State makeg a contribution towards interest charges, The prorortion of the
rate met by the State, as far as damage to immovable propsriy is concerned,

is equal to the difference betwsen the full rate and 2%
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In the case of loans made by the National Industrial Loan Company
(So¢iété Nationale de Crédit & 1'Industris), the rate of interest borne by
~ the victim of war damage is 2.75%, in general, and 3.75% for stocks,

Since the Law of 1 October 1947, other léga1 measures have been taken
with regard to advances, namely the Law of 6 January 1950, authorizing
advances to beneficiaries of compensation for war damage and of restoration

loaﬁs, in anticipation of actual payment of the sums granted,
. The conditions under Whiéh such advances are to be made were fixed by
Order in Council of the Regent of 18 February 1950,

‘ The object of the Law and Order in Council is to make the means of

. reconstructing their property more rapidly available to war damage victims by
‘introducing a summary and simplified procedure enabling a very large number
of cases to.be dealt with more promptly, pending their final consideration.

Such legislation at present however, applies only to damage %o
‘buildings and ships., -

Restoration loans (buildings) issued through the 0.C.C.H,

’ Number |  Amount granted

. i Amount repaild
: (in million francs) | \
1940-1944, ; 19,996 543,2 . | 465.9
1945 71 508.2 286,9
1946 f 12,391 1,285,6 1,072.6
1947 . s6m 1,149.1 9717
1948 7,387 1,169.4 98,6
1949 3,9 6n.0 | 7882
igs0 bz ases | 82,8
. i - | R
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" DIFFERENT FURMS GF «CTI.N BY THE PUBLIC UTHORITIES

I, Low~cost Housing

The Belgian Government's low-cost housing policy is twofold. It
encourages (1) the\building‘of houses by rrivate individuals and (2) the
erection of dwelliqgs for persons with limited means who cannot afford to
became house--owners. In the latter case, the Government operates through
the National Low-Cost Housing Society (Socibté Nationale des Habitations

et _Logements 3 Bon Marché) and its aprroved societies, which may also sell

some of their houses to private individuals of small means, who receive a

grant towards purchase,

The National Small Rural House Property Company (SociétéNationale de la
Petite Propriété Terrienne) grants loans to persons building small rroperties

to certain specifications. ‘It also builds groups of small rural properties

for sale,

ocietles :

Instead of repeating how these bodics function, let us merely recall the

assistance they receive from the State:
1) dircct advances;

2) the backing of the Genersl Savings and Superannuation Fund (Baigde’s
Généra 1e d'Epargne et de Retralte),

3) State vesponsiblllty for the difference in rates of interest between
loans granted by the national organizatlons)and those they mnst raise
on the market or obtain from the Generzl Savings and Pension Fund;

L) the right, since 1949, to have their loans guaranteed by the Stats,

48 early as 1947 special measures were adopted in connexion with the
building of houses for miners, & building pfogramme covering 25,000 dwellings

and loans was authorised for the purpose through the Nat.ioml Low~Cost Housing . :

Society. By the end of 1949 only 3,660 dwellings had, in fact, been completed
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and although the programme has not been shelved, it is being carried out on

a much more modest scale,

48 to general housing requirementé, a law of 15 april 1949, the
"Brunfaut Law", extended the score of assistunce by stipulating that the
State. shall subscribe to the loans of these national organizations where
necsssary in order to guarantee them, for the reriod 1950~55, a working
carital of 2,000 million and 450 million franecs respectively, these being
the,amounts required to build 10,000 houses per year,

In 1949 the State also advancedz

-~ ‘t.'D the Nati@n&l Low=Cost HOuSing SOCiety precsseces 1,3‘&0 million franes

-~ to the National Small Rural House Property ‘ ,
Company caqco~cqn-ovutotoocue-'noouloooco00'0'00" 290 million francs.

B, Agsistonce to ;gg;zigga;g

Assistance to individuals takes various forms, which may be summarigzed
as follows:

"a) Subsidies
Under Royal Decrees of 1922 interest-free grants were paid to persons of'
limited means who had a house built for their own use or purchased one from an

arrroved building society,

A new system of'gfahts adapted to rresent economic conditions was
introduced under the "De Taeye Law" of 29 May 19h8 which was renewed by the
Law of 20 March 1951,

At tﬁe rreseﬁt time a graht is raid to any rerson who, at any time up to
31 December 1955, has a house bullt for his vwn use or purchases one built or
about to be bullt for.

(1) a society arrroved by the Natlonal Low-Cost Housing Society,
(14) a society arrroved by the National Small Rural House Property Company
or the company itself, or '
(iii) a commne or fublic 3351stance board.
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Both the recipient of the grant and the house must comply with certain .
condltions whlch are de51gned to confine the.applic¢tlon of the provisions
to dwellings of moderate size and to prevent speculation (limitation. of floor
areas, standard designa, owner must - -occupy house for a reriod of ten years,
owner must. not posaess s0le- proprietary or beneficlal interests in ancther

house, etc,).

The basic grant is‘éé COO francs, whigh is incréased by 10% for prorerty

‘_situated in communes with a population of more than 30 000 and- by 20% for

property 51tuated in Jdarge bullt—up ‘areas, There is a further increase of

= 20% per dependent chlldD

1ou8 99 19%0
For bﬁiiding~vff o :525\ T 17,358 . .23,667
For purchase Co 'z, 1,036 1,917

Average grant raid during these three years: approximately Bl,OOO:ﬁenca.

- In 1948 and 1949 most provinces introduced asystem of supplementdry grants,
The average grant raid, varies between 5,000 and ‘16, 000 francs, aCuOleng to the

~grovince,

1. The loan socleties approved: by the General Savings and Superannuaxion Fund have
always granted loans at a rate of lnterest (now 3.752) much lower than the

normal rate, to: persons of llmited means wishing to beccme the owners of small
houses. Tt , ‘ ‘ . A

Since the war speclal loans at a very low rate of interest have been granted

‘to two sections of the community.

"Miners who. take. out a 1oan on the ‘usual terms w1th a loan suciety approved
by the General Savings and.Superannuankn1Fund or. w1th the Nﬁtiona].Small Rural: House
Prorerty Company, or with one of the provident funds for which the Ministry of
Labour is resgonsible, are granted a ‘rebate by ‘the State whlch has the effect of
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reducing the raté of interest on the loan to 23, 2, 13, 1 or. %%, according to
the length of service in the mines. These reduced rates continue to operate

for the duration of the contract,.

2. Inaddition, large familics can obtain low interest loans from the
Housing Fund of the Large Families League, the annual rates being as follows:

3.25% for a family with 3 dependent children, out of:a total of
4 or mdre-living at home;

"2 5% fur a f&mily with 4 dependent children living at hame,
2% for a family with 5 derendent children;
1.5% for a family with 6 derendent children;

- 1% for a.family" with 7 derendent children; and
0,5% for a family with 8 or more dependent children,

The new system of loans on mertgage for large families of small meuns

was introduced under the Decrees of 18 May and 1 June 1949.

This Fund is maintained by State-guaranteed lcans from the Genersl
SaV1ngs and Superannuation Fund, and the State is respon51ble for meeting the
dlfferences in rates of interest,

The scope of the operations of the Housing Fund is shown in the note
entitled "Various types of Loan to house~cwners®,

3. As has already been stated, the general activifg of the loan societies
aprroved by the General Savings and Superannustion Fund has been much more extensive
«lthough there is. no interest rebate in®heir case, the rate is distinctly

lower (3.75%) than that hormally charged for loans on moftgage,'since funds

come out of savings bank derosits, which carry & lower rate-of interest than

long-tern investments, - L ‘

In urder to fac111tate such loans, and particularly loans to rromote
bulldlng, the law of 29 May 1948 authorized loan societies aprroved by the
Savings Fund and small rural rrorerty socicties to nake 1uuns, grant 1nc1uded,_
of ur to 90% of the value of the rrorerty, or 100% of the value of the B

“building, nct including the land.. The Stute guarantees repayment of any
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amount in excess of 70% of the total value of the prorerty, - This arplies,

of course, to loans for the building of low-cost houses or small rural ‘

proxerties, o . L . : .
c) Tax relief

In addition to certain reductions in land tax, which are allowed in the
case of large families (reduction of 10% per derendent child) or to. seriously
disabled men, the exemptions include:

'4) complete exemption from land tax for a period of 10 years where
dwellings have been built since 30 June 1935, on condition that:

~ the owner has not received the grant provided for by the de Ta'eye law
“{of 28 May 1948); ' . : . S

& -~ the house complies with certain hygienic and living standerds;

- the rateable value does not’ exceed a certain figure,

- the house does not belong to a society aprroved by the National )
Low-Cost Housing Society, has not been built with monies received
" as compensation for war or fire damage, and is not used as a holiday

residence or for the sale of llquar.

Moreover, interest on mprtﬁages i8 cxempted from unearned income tax

X

up to an amount not exceedlng the rateable value of the property, - RV

This provi51on undoubtedly encourages loans for the rurchase of real estate.

11) exemptlon from or reduction of the land tax for a’period of 10 years in
the case of rroperty built pr1nc1pally as living accommodation, and
which has been rebuilt following war damage.

- The basis for such exemrtion is the difference between the rateable value
assigned to the prorerty before and after damage regpectively, provided that
the difference amounts tc at least 50%,

ii;) exemption from or reduction of land tax on the grounds of Jdnadequate

real income,
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| . II. Rehuilding of Damége&?roperty

We have already described the conditions under which persons whose homes
were destroyed during the war have, :m rec‘:ent years, been able to obt,ain
interestffree‘advé,hces and loans at low rétgs ;‘or :ébuildinge '

This poliey of granting’intereét~free advances against comgensation
for war damage has been 8 trengthened by the law of 6 January 195G, the v‘
ayrlicaticn c¢f which is,at rresent confined to war damage to houses and boats;

The claim to final ccmpeneatlun is at the same time being strongly
dvocated

U“a'iar the Lw of 1 %tober 1947, rersons whosé prugerty has been dm&x’aﬁ@ﬂ o
by mllztary action and who havg a nght to canpenmtmn have been dlvided into

nine categories accordmg to the net value of thelr possessions as at
9 October 1934, The law of 1 UCtOber 1947 ;rovz.des for full compensaticn
. qu demaged housing }mperty belonging to rersons in Category & ‘

(PObS@E:SlunB mlued ur to 200, €e's) francs as at 9 October 19&;&) who' rossessed
.' no real estate exceeding 80,000 francs in value on 31.8.1939. This principle

of full comrensction will be retained in the re\fised scheme at present under

censideration, 75% of the ;ersons whuse ;ruperty has been damaged by military :

acticn are known to belong to Category A, The compensdtlon to be paid is

worked out by applying a co-efflclent to ﬁhe total assessed damage on the

basis of rebulldmb costs as at 31 August 19L9. : Th).s co-efflcien’t, Vd.I‘leS

according to the c4tebury to whlch the claxmnt belongs, and accordmg to
the extent of the dama.ge. ' '

" ' The total compenmt:.m ;:a.:.d out for housmg ;;,roperty since this law
came into operatiun has been as follows:

e . | o TP gy

‘Reconstruction of gLoans,‘czjedit;s_for . i - ) - ; |
completely destroyed rewbullding, and N 1,903 h : - 1,548.3
. rrorerty , conplete comrensa’cion : ,
‘Total  1,903.4 1,548,2
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III.

A

T .

Bl
41“has assumed the most varied forms:

CONCLUSION

Summary

The aim of State action is:

in the first flace, to improve the housinr of the people, either by
facilitating -the acqnialtion of small property through rurchase or

Fby bulldlngl or by. subsidizing local or regional societies that build

for the purpose of ‘letting to Fersons of modest mauna,-

. subsidiarily: to facilltate the rebuilding of war-damdged propertYo

During recent yeara ‘and u; tc the present time Government assistance

a) Capitu “‘;iilcﬂ“

grants to. small rural proprietars (Law of 29 May 1948, sxténded-by'that '

of 2U March 1951);

war damafe ;ayments to individuals (de of 1 October 1947 and Law of '
6 Junuary 1950), ' - .

b) Reductlcn of 1nterest‘;p‘thg case of:

-

v

builadings put‘ﬁp byvofficial low=cost housing organizations;{

1oans to miners; -

loans granted to large’féﬁilies by the Housing Fund of the Qarge Eamilieé L
League; T |

war damage advances to individuals.

¢) State gusrantee of settlement

-

~

This guarantee is given in the case of:
loans to miners-

loans made to persons 3:";c<->:i.vz.nfr grdnts under the Law of 29 May 19h8, for
the purrose of raising the extent of the loan from 50 - 60% of the''
building costs, i.e., the normal prupcrtion, tp 90% .of the total value
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of the rrorerty, or to 100% of the value of the building loans made by
the National Low-Cost Housing Society, the National Small Rural House
Prorerty Comrany and the Housing Fund,

d) Dirsct advances

- to loan or building organizatiocns for working-class housing
(National Low-Cost Housing Society, the Natiinal Small Rural louse
Property Company, the Housing Fund of the Large Families League)

~ war damage payments to individuals.

c. 48 in most countries, the varicus foms of acticn have the twofold
object of:

- reducing the financial burden on owners (either individual owners
or the Naticnal Low-Cost Housing Society); ‘

- providing additional treasury grants for building, These grunts are
limited by the sums that can be obtaired on the money market, from the
major financial establishments such as the General Savings and
Pension Fund and from the State itself, The source of credit chiefly
used has varied at different rericds,

D, Where working~class housing is concerned, the system relies on the
vast exrerience acquired by an organization of long stunding (the General N
Savings and Superannuation Fund, loan societies, the National Low-Cost Housing

Society und approved societies, ete,).

Owing to the many laws ang rezulations successively enacted the

. system may rerhars seem to be more complicated thén it really is, 1In one

of the most recent basic laws, however; it arreared necessary to
centralize all unsecured Government loans for working-class housing,

A U"National Housing Fund", financed by ah annual grant from the budget,
was therefore set up,

E, The Belgian Government attaches great importance to encouraging the
Frivate ownership of dwellings,
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. P, . Singe the iiberation and bcfore l9h8 and 19&9, Stdte acticn in

:‘the :Sphere of huu51nd was, in practlce, confined to:
~ war damage payments tc individuals;
~ the housing of miners,

Fcllowing the impetus given to workmng—class housing by the Law of
29 May 1948, which is to remain in force until the end of 1955, and by
the: Law of 15 April 1949, there is reason to believe that the rroblem
of providing an adequate number of houses in Belvlum will be satisfactorily
solved within the next four or five years,

The rublic authorities will then be in a positiun to attack the

rroblem of insanitary dwellings more vigorously and systematicaliy.
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Chapter XV

, . i b

‘ﬁ”ﬁ‘u‘i‘a AEX

nlt.hough a.gr:.culture is of greeter relative mportance in Denmark than in
.the other Norbhem countr:.es, the extent of urban development is practically the
same a8 in Sweden, i.e. about half the. population lives in bowns; 3 and it is
‘ . more pronounced thanin Norway and 'in Finland. The most ‘striking characteristie
of the distribution of the Danish population is the OVerwhelming importance of
the capital. Copenhagen and the: ne:.ghbour:.ng communes account. for one~third of
the total populati:on of the country. ' o

By rea.son of the substential building activlty during the period between the
wars, ﬂ:he housing situation was fairly satisfactory before ‘the outbreak of the
second world war. Owing to the lower level of rents the floor-space standard
(calc{xlated on number of rooms) Was on an average higher than in Sweden.

" In spite of the German occupstion; which in Norway and the Nethgrlanas, for
. example, brought housing production practically to a standstill, Denmark managed
during that period to:kefep production at a fair level. From 1941 to 1945 the
_ housing production figures reached an average of inore than 10,000 houses a year,
| as compared with 14,000 in 1938, and 21,000 in 1939, In this respect, th
course of events in Demmark resembled that. of Sweden rather than of the other
belligerent or occupied.-countries. o

v Nevertheless, here was a decided shortage of houses in Denmark during the
“; Wer years, estimated by the’ beginning of 1948 between 35, 000 and 40,000 houses at
least, ' t : '

hg a result of scarcity of building materisls and la.bour shortage, production
»during the early post-mr years was lower than it had been during the war, so that
the housing shortage inereased, - The shortage of labour was particularly
3o ipronounced during that period, partly because a large proportion of bullding
labour was divert.ed to repair work, . |,

.4' * ..  Since 1948, housing production has sgain risen to pre-wer level or even
~higher, Inflat:.onary pressure and the eritical monetary and financial situation
in Denmark during the past year have naturally increased ‘housing difficulties.
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Developments in the financing of housing qujects )

The system of real estate flnancing in Dennark has for a long time been
extremely stable and uniforfi, /s far back as the middle of the 19th century,
legislation was introduced to cater for financing corporations. The main
principles of that legislation'have remained in application until the present day,

A

and have been taken as a model by the other Northern coﬁntries, although the

"financing corporation system of credit for housing in those countries has not been

developed to anything like the same extent as in Denmark.

The financing corporations are co—Qperatlve organizations, the members

being themselves owners of property 5n mortgage; who make themselves Jointly

' responsible for the liabilities of the ‘corporations. The necessary capital is

obtained by issuing debentures seeured by morigages on the buildings. The

debentures are not guaranteed by the State, so that the flnanClng corporations

enjoy 2 considerable measure of autonomy, and they are exempt from payment of . ‘
stamp~duty to the State, o )

There are at present twelve financing}corporationé in Denmark, each operating

in its own area,

¥

Loans are granted on the basis of valuations conducted by experts appointed
by the corporations. According to law loans may be granted for an aimount ngt
exceeding 60% of the valuation, In practice, however, théy are considerably
beiow that figure., [Especially as a result of‘the sharp rise in building cosgq ‘
which took place between 1940 and 1950, the corporations have followed an extrémely:%.
cautious loan policy and in the last year or two,lloans have not covered more than :

about one-third of production costss

The interest on the corporation loans is controlled;jﬁﬁ£4in the case of new‘
loans it varies, in the main, according to the‘prevailing féﬁé of interest on
the debenture market. During the post-war period the rate of interest has
fluctuated between 3% to 5%, By law, loans must be redeemed within a period not
exceeding .'60. yearss ' ‘ .

The function of the financing corporations is to grant first mortgages, the

so~called mortgage companies being responsible for granting second mortgages.
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The activities of the mortgage cempanies, some of which were established as far
back-as the end of the 19th cenwuzy, are largely *dentlcal'w1th those of the
financing corporations, but as the deg"ee of security 1s less satisfactory, the
interest is higher and the loans must be redeemed within a period not exceeding
50 years, ‘

 Under current legislation, mortgage companies may grant second mortgages
amountlng to 75% of the valuation. 1In practlce, however, such loans generally
amount to a quarter of the first mortgage; and 51nce, as already stated, first
mortgages are at present between 30% and 35% of the building cost, the first ’
and second mortgages together amount to only about 40% of the cost of the
tuilding and the site,

To reduce the investment risks involved under the Danlsh flrst and second
mortgage system in the event of a slump in q‘otat ons for debentgresAwhlle
building is in progress, measures have been adopted during the ﬁest decade in the,
form ofvbenk guarantees prior to the commencement of building operetions,,er ip o

eritical situations, in the form of short—~term loans,

. The financing corporations  and mortgage companies eccﬁey'a predeﬁinent' S
position in private real estate credit operations in Denmark. A@ar# from.ppem,;“‘
only the savings banks are of any appreciable importance in this f§e1dp‘ 'Moftgage.
ldans.made by savings banks however, amount to only about one~elxth of those
granted by the corporstions and mortgage companles, Direct particxpatien by
insurance companies and other credit institutions in real estate financlng is
very slight, though establishments of thies kind play an ndlrect part in such
operations by the acquisition of debentures from the corporetlons and mortgage 

companies,

4Llthough excellently organized, Danish real estate finencing opefaﬁions‘have e
been upable to satisfy the constantly growing soclal need or to overcome the ‘
financial -erises which have affected bulldnng Operatlons partlcularly as & result :
of the two world wars, The State has for some time past furnlshed financial aid

towardeyhousing projects for specific purposes and in special elrcumstances.A
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i very important factor in the deveiopment of rural housing since the turn
of the century has been the policy applied by the other Northern countries too -
Sf granting State credits at very low interest rates for the establishment of
smallholdings,

- As far back as 1887, the State inaugurated the policy of granting loans to
communes and co~operative building societies which erected low-cost workers!'
’dwellings. hctually, the housing co~operatives were developed very early in
Denmark but their activities have been on a“very‘small scale, By the beginning
of\the first world war about eight million Danish c¢crowns had been made available

in the form of State loans, wmainly to co-operative housing enterprises.

The building crisis during the first world war called forth large-scale
governmental measures. Tax relief, loans and subsidies were granted not only to
_ communes and co-operative organizations, but also to private builders. From
1916 to 1932 about 60% of all newly-built houses were erected with financial aid
from the“Stateg

In 1922 a State housing fund was established for granting loans up to 85% or

even 90% of the value of the buildingéa Prom 1922 to 1937, about 70% of all
housing projects were financed by loans from that fund, They were mainly

schemes under the control of the communes and the co-operative organizations, or

small dwelling houses. Difficulties involving losses to the State and to the

communes arose because of the slump in prices and wages consequent upon the

currency policy measures adopted in the middle of the Ttwenties.

During the period ffom 1927 to 1933 housing construction was left to private
enterprise; with no official help apar’ from tax reliefs. House-building was
carried out on a large scale; but owing to price-increases which were not taken
into account in the financing corporation and mortgage companies! valuations, the
cost of financing operations rose considerably. That situation coupled with
meésures adopted in conmection with unemployment policy, resulted in the péssing
of a new law in 1933, whereby the State o2gain granted direct State loans covering
as muﬁh as 95% of the value in the case of communal and co-operative projects.

For private borrowers the uppsr limit was socmewhat lower. That policy was
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suspended in 1936, but was re-introduced in 1938, and it has gone on ever since,
subject to modifications nece851tated by economic conditions during and since the

war.

Under the terms of the 1938 law, State loans could be granted only for
communal and co-operative projects (up to 97% of the value) and for small .’
dwelling houses but not for private building schemes, Owing to the critical
‘housing situation during the first years of the war; however,'loans to private
contractors were re-sstablished in 1941, 4n important feature of the legisla-
tion of 1933 and 1938 was the introduction of regulations governing the
activities of co-operative housing schemes énd stip&latigg‘that the surplus
remaining after the capital was written off should not acerue to theuindividual
members of the organlzations, but be used for further building so that the

organizaticns would ultimately be self-supporting.

Before the war, hou31ng construction financed by State loans represented

. only a small proportion of the total., From 1933 until the beginning of the war,
over three-quarters of all housing construction was financed without the help of
State loans. Nevertheless, State lending during the thirties was a factor of
importance in many respects. It not only laid the foundations of co~operative -
building and erection of small dwelling houses, but. it also meant that machinery
for State financial support was already available and in operation, when the

house-building situation became critical during the first years of the war,

The rise in building costs during the war raised the problem of the
relation between the rents of existing buildings and those of new buildings; and
general rent regulations were introduced which pegged down the rents of pre-war
houses at the 1939 level, To smootheout inequalitiés in rent levels it became
neceséary to subsidise the new houses, To that end, it was decided to introduce
loans at a nominal inﬁerest (i.es at a rate of interest even lower than for State
loans), deferred redemption facilities and tax reliefs. - In addition, rent
allowances were made to laréelfamilies. Under the regulations introduced during
the war years, the réte.of.interest could be as low as 2,2% for communal and

co~operative multiple-family houses and 1,7% for single~family houses and
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terraced houses, Frqm 1941 to 1944, 75% of new houses were built with the aid
of State loans,

By the end of the war, the industry 'had to make good an accumulated deficit
of tens of thousands of dwellings, apart from meeting the nomal annual demand
(estimated as a further 14,000 dwellings) and compensating for the ultimate

ghortage created by slum-clearance.. To help to fulfil this building programme,

which was not considered feasible without continued‘State'support, a new law was
passed in 1946, to remain in force until the financial year 1953-4, providing for
loans amounting to 75 million Danish crowns per annum for "social housing
construction" (communal and co-operative projects); loans of 20 million Danish
crowns per annum for single-family houses and owner-occupied terraced houses;

and small loans for certain special building purposes.” Provision was also made
for a certain sum, not épecified under the law but to be assessed under the annual

finance legislation to be lent for financing private housing projects., The law

‘also laid down rules governing the grant of subsidies in the form of nominal

intere#t rates, and corresponding in the main to similar rules in force during the
wWar. InAaddition, provision was made for special subsidies to certain groups,
especia;ly large faﬁiligs and aged persons; tax reliefs in connection with
housing construction; and participation by the communes in the financing of
h;ﬁsing projects. Parts of the law of 1946 have been modified on several
occasions, the most recent instance being in Juﬁe‘lﬁ5l; but the fundamental

provisions have remained unchanged.

Current financing conditions

et

- The proportion of housing construction drawing upon State loans has changed
samewhdt during the po§t-war period. In 1946 and 1947, LO% of all new dwellings
were bﬂilt without State loans. 4s these dweliings were not subject to rent
réstrictions the result was a considerable disparity in'rentai levels. In the
meantime the increases in building costs coupled with a restrictive lcan policy
on the part of the finéncing corporations and mortgage coupanies have made private
housing construction financed without State loans more difficult; so that in the

last few years the proportion of dwellings built without State aid has dropped to
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about 20% of the annual produétion,  Dwellings entirely financed from private
sources 6ompri§e larger types of singleéfémily houses owned by relatively well-
to-do persons not eligible for State loans, mnltipieéfamily houses and a fairly
large proportion of business~premises;.etc. The financial conditions applying
to this class of buildings vary considerably. - : .

The flnanclng conditlens governing the majorlty of housing projects in
receipt of State loans are preeisely defined by the gonditions on which the loans

are gra.ntedf Special regulations are laid down by law regarding loans for

‘Msocisl housing”, for the construction.of cwner—occupied detached or terraced

houses, and far commepaial and other private housing grajamts. The law alse

.lays down regulations governing grant of subsidies to special categories of

persons in need of accommodation, ste,

The "social housing construction", scheme which, in the course of the past
few years, has been responsible for about half the houses built, is conducted
mainly by brganizatibns known as "housing associatibns",,"housing societies” or
"owner-oceupier building enterpiises": “hiqh evolved from the earlier building
co~operatives and were established in their- present foim %y the legislation of
1933 and 1938 already referred to. Theée organizations, although legally
indepehdent, are supervised by théVState and they are so controlled financially
and economically by law that they may be regarded a8 1nstruments of social

housing policy.

Ls already explained above, social housing oonstructlon progects usually
procure first and second mortgage loans from the: flnanclng.gorporations and
mortgage companies resPecfiQely. Thesé'loans, however, Qover.only a small part
of the building cost.s. ’The aﬁﬁual inté}ést on'the loansivaries according to the
prevailing interest rate¢ for debentures, but in the last year or two it has been
about 5% for first mortgage loans and 6% for second mortgage loans..

The_State leoan 1s dlrectly anc11larv to other capital raised by loans and
no lower limit-is Speleled under the law, Thus, the amount of the'State loan
automatically varies according to the aVallablllty of first and second mortgage

loans on the open market, It may, however, be arranged for the State loan to
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follow immediately -on the first mortgage loan,-if that is considered necessary inm

- order to reduce the total capital charges. Furthermore, ‘in cases where a

subsidy is granted in addition to the loan, it msy be decided that the amount of

"the first mortgage loan shall not be the maximum obtainableo

The upper limit of the State loan depends on the extent to which the
commune is prepared to guarantee a certain part of the loan, ‘A loan made
direct to a commune which cperates its own building scheme may amount to as much .
as 95% of the value or building cost. ~ Loans equivalent to as much as 85% of the
value may be granted to social housing enterprises, without communal guarantee.
This limit may, howeéver, be raised to 95% or in very special circumstances to
97%, provided that the commune is willing to guarantee that part of the loan in
excess of 85% of the value or building cost§ *

(imendments introduced' this year into the regulations governing communal
guarantees provide that for houses built in the future these guarantees may be
reduced in accordance with definite rules, if the amount of the guafantee'to be

carried: by ‘the commune exceeds a given sum per head of the 1nhab1tants)

The basic provision governlng annual 1nterest and redemptlon charges on
State loans is that hé% of the amount of the loan should be pald annually, 33%
representing the interest, 0.2% a contrlbutlon to the reserve and admlnistration
fund, and the remainder redemption charges respectively. on the ba51s of the
rent level establ1shed, however, this annual payment may bs reduced in accordance
with specific rules. In the main, this is the 'form in which the general subsidy

assoc1ated with State loans is given'

Soc1al housing enterprlses may be granted either an exten51on of the

redemptlon pericd or a reductlon of interest not exceedlng 1%% for a max1mum

period of twenty years, or in the case of detached or terraced houses up to 2%

or, again, an extension of the redemptlon period and reductlon of interest as .
wellg Where necessary, therefore, the annual capltal expenses for twenty years
ahead may be reduced to 2.2% in the cdse of multiple~family houses and to 1,7%

for detached or terraced houses constructed under the auspices of SOClal housing
enterprises. Immunity from redemptlon and reduction Of interest may be

cancelled if the financial situation of the property shows improvement or changing

conditions in housing construction warrant it,
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In addition to the general subsidies in the form of reduction of interest
and extension of the redemption periocd, special subsidies may be granted to large
families, aged persons, invalids and incurables., In such cases, the subsidles

take the form .of a reduction in rent,

Under the Law of 1946, those eligible for such reductions are families with
three or more children occupying apartments of at least three rooms and kitchen in
- blocks of flats managed by a commune or a social housing enterprise, and
- individuals with two children entirely dependent on them for support and oceupying
dwellings of a size consistent with the family's needs, | |

As in Sweden, rent reductions vary according to the number of children, and
amount to 3G%, LOF, 504, 60% and 70% respectively for families with 3, 4, 5, 6
and 7 or more children, or 25% in the case of individusls with two children
entirely dependent on them for support. The reductions may not exceed certain
fixed amounts, which are somewhat higher in Copenhagen and the adjoining |
. communes than in the rest of the country,

hs a result of the amendments introduced this year into the provisions of

‘the Law of 1946, the subsidies have been raised to 35% and 75% of the rent;

- according to the number of children, i.e, 3 to 7 or more, for families living in
houses built in 1950 or later. Furthermore, families with two children now have
the rlght to a reduction of 20% if the commune takes a general decision to that
effect, Again, persons with one child entirely dependent on them for support
have the right to a 20% reduction in rent, and with two such children, 30%. It
should be noted that these increased subsidies are granted only in the case of

" houses built at the inflated prices current during thé past fow years.

Only families of limited means with children are entitled to these subsidies,
half the cost of which is borne by the State and the othsr half by the commune.

Old-age pensioners, invalids and incurables living in blocks of apartmghts
managed by the communes or by social housing enterprises are also ‘entitled to
subsidies, half the cost being borne by the State and the other half by the

. commine,
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i

. For detached or terraced houses for owneruoccupatzon, State loans are
.granted on the condition, that the building costs do not exceed a certain amount
and that the prospective owner while not a person of means, 1s considered

"Jcapable of meeting the interest and redemptlon charges on the loan»

3

These 1oans amount to 85% of the value or building cost of the dwelling,
but they may be raised to as much as 95% if 2 communal zuarantee is given for
. the amount represented by the dlfference between the 85% and 95%. A

Where the borrower is of limited means and has a large family, the basic
annual payment rate of L3% on the loan is reduced to 2%, of whlch 1% represents
the interest, 1f the person concerned took possession of the dwelling in 1950
or later, the anmual payment is reduced to I.Zﬁ, of which 0.2#% represents the
. contributlon to the reserve and admlnlstration fund, and the remainder the

redemption charge,

Borrowers other than large fagilies may.be granted an extension of the

. redemption period by not more than 20 years or a reductlon of interest by not
more -than 2%, or both, If the 1nterest is reduced, the annual payment on the
-State loan amounts to l.7%.

¥ »

Building loans for social and cultural purposes, €+8. youth centres, child
‘welfare centres, recreation centres, assambly-halls, etc., may be granted on

terms similar to those for housing construction,.

o Loans for grivate bullding projects may be granted up to a meximum amount
of 80% of the value of the dwelling or of the building cost, The limit may be

raised to 85% if the borrower is eriployed in the buildlng trade, and if the
”fbullding cost does not exceed the maximum amount fixed for detached or terraced

* " houses for owner-oécupation. If a commmnal guarantee is given for the

difference in excess of 85%, the loan may be raised to 90%, or 95% respectively
-of the -value of the dwelling or of the building cost.

If it is found necessary in order to maintain rents at a reesonable level,
postponement of the redemption period by not more than 20 years, or reduction
of the interest by not more than 1% (1.5% in the case of detached or terraced

houses), or both an extension of the redemption period and a reduction of
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interest, may be granted. ' In the event of reduction of interest, the annual
payment due on the State loan will be 2. 7% for multiple~family houses, and 2,2%
for detached or terraced houses, = As in the case of other categories of loans,

the proviso is made with regard to loans to private borrowers that the extension

of. the redemptlon period and the reduction of interest may be discontinued if the -

financial situation of the building shows improvement, or if changing condltlons
in housing ‘construction warrant 1t‘ '

In addltion to the loans and subsidies described above, blocks of flats "
built under the Danish housing programme between 1946 and 1954 are exnmpted from
pmperty tax,

To sum up.the conditions governing the grant of loans and subsidies to mee£
the total building costs of the greater part of State-aided housing, it may be
stated that these costs vary considerably, partlcular.y as regards the special
subsidies granted to families with children. As in Sweden, the grant of such
subsidies may mean that in the case of a large family or an old-age pensioner, the
capital charges for a dwelling are practlcally nils Even apart from the special
subsidies, the capital charges fluctuate because the conditions applying to loans
and sub31d1es dlffer according to the type of dwelling - multlplewfmnlly house,
detached house’ or terraced house - and according to the various categories of
bOrrowers.' The variations in the range of first and second mortgages and the
State loan, as well as the occasional fluctuations in interest rates on first
and second mortgabe loans are also factors to be considered. Assuming that the
second mortgaze loan amounts to LOZ of the value, and the interest on the first
and second mortgages is 5% and 6% respectively; and calculating the capital
investment return at 6% in the éasevof private projects and L% in the case of
social projects, the total capital charges for multiple-family houses will vary
from about 3,4% for social housing projects in receipt of State loans of up to
97, to about 4o4% for private projects in receipt of State loans of up to 80%.
In the case of detached or terraced houses, the Eapital charges involved will be

somewhat lower,
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Somé “particulars of the various methods of financing housing projects)
according to the form of financial ass:.stance granted, are Fiven below. ‘

1. Pub;ic or Cg—opgragixe Bulldmg Socw,ﬂa_.g

[ ',

o . As a Cost of .. ;
' percentags - . | administra- Redemption
Prinelpal | Co'fival | L0978t | yionand - | O | perlod |
’ cost ’ ' management o .
Cre % . - & - & 1. Year
1st Mortgage 280,000 | 28,0 b5 0,05 96 | 60
2nd Mortgage © 65,000 6,5 5,0 0,15 5460 40
State Loan ' 625,000 62,5 2.0 0,2 1 2.2 ‘69(3‘)
Tenant's share ! 30,000 3,0 | - 5,0 | = . 50" o)
Total building
cost ‘ 1,000,000

(a) For the first 20 years the total annual payment amounts to 2.2% of the
principal, without any amortization., _ After that, the annual payment rises to
Le5% of the principel of which 3.5% represents interest on the debt, 0.2% a
contribution towards cost of administration and management and the balance
amortization., In the case of terraced or one-family houses, the annual payment,
* for the first 20 years, amounts to 1.7% of the principal, l.5% representing
interest and 0.2% contributions to cost of administration and management. At v'

above, B : o ‘ T

(b) Finance Corporations and the State provide 97% 5f the total building cost.. ’ .
The balance is supplied by the tenant who is required to contribute 3% of the -«
building cost before he moves in., The tenant is entitled to 5% ihterést on his’
advance payments and can sell his share through the building society when he'
leaves,

]
|
|
|
the end of that period, the annual payments are increased to 4.5% as. shown



IM/HOU/WP,1/11

page 179
II. Owner-occupied one family Houses erected
by persons of Modest Means
48 é Cost of
s s o Tpercentage . i administrae . , . | Redemption
Prlnglgél of total Interest tion and Total ' peried
cost - managenent
Cr. % % S % Year
lst Mortgage | 9,800 |  28,0° 1" 15 S 0,05 1 he96 60
2nd Mortgage 2,275 605 5.0 0.15 5,60 50
State Loan | 19,425 55.5 | 2.2 | 0.2 3.2 18t
Owner's .
investment 3,500 10,0 ~ - - -

(a) . After the firsthgp years, annual payments amébunt to L.5% of the principal,

of which 3.5% represents interest on the debt, 0.2% a contribution towards cost

of administration and management and the balance amortization,

III. Houses built for Lekting by Private Persons

in receipt of a State Loag(a)

is a Cost of
Principal < Pereentage | .. administra- Redemption
rinclpa of total In erest tion and Total period
cost managenent S
Cra % % % % - Year.
lst Mortgage 280,000 28,0 L5 0,05 4,96 60
2nd Mortgage | 65,000 645 5.0 0,15 5,60 1O
State Loan 455,000 4545 25 0e2 3.2 56
Owneris (2)
investmerit, | 200,000 20,0 7.0°% - - -
Total building
cost 1,000,000

‘(a) Where the Ministfy of Housing'grants a loan to a private person to build a

house for letting purposes, the rent is controlled, and the highest rate of
interest on his own investment to which the owner is entitled, as a part of the

total running costs, is 7%
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Iv.

Houses for lettingz Built by a Private Individual
- without e State Loen ’

(a) Only small payments are made during the redemption period.

redeemable at the end of ten years. .

As a " Cost of ’ S
4 ¢ percentage administra- Redemption
Principa1  of total Interest tion and " ,,Total period
cost .imanagement
Cr. % % % % Year
lst Mortgage; ~ 280,000 28,0 “lhob 0,05 496 60
2nd Mortgage] 65,000 6.5 5.0 0.l5 5,60 Lo
3nd Mortgsge| | 355,000 | 355 | 657t | - - 10-15
Lth Mortgage 50,000 5.0 - (v) - - -
Owner!s '
investment 250,000 25.0 - - - -
Total build- ,
ing cost  {1,000,000
The loan is

"(b) In the case of 4th mortgages, it is nmot possible to estimate the interest .
or the length of the redemption period, as these two factors, among others, vary
according to the situation of the building.
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Chapter XVI S S |

prose . . i

FINLAND

o The dietribution of the Finnish population between tovn ond countryvreVGdls
a much lover degrea of wban developmend than in t e ctiher Scondinavian countries.
Befare the war only a 1lttie more than 0% of the pﬁpdlﬁu*u 1ived in the towns. -

-

'L“a sJauda;d of housing In Finland has been rather low as regards space
available,v To o aflll Largeg extent vhan was the case provicusly in Sweden J  |

dwellings consisted prznw*paLA\ of unite of one rocm, plus kitchen;

The “wo wars in which Finland took part after 1939 have, ix di¢ferent‘way8,

had far-reaching consequences in the f1eld of hcusing in the country. In the

first place, mcre “hen 11,000 dwellings were completely destroyed by military
action, and apprexinately 25,000 were parily destroyed or slightly demaged.
The;toual extent of wor damage has been esiimated at abﬂu+‘2% of all dwellings
éxisting in 1939, As in the case of Nofwayi the destruction was mainly’ in the
northern perts of the couwniry, whore the ciimaﬁegrcond itions of tzanSport,

accessibility of mﬂt“”lala eteq, make LCﬁ“uStfHCﬁijn very dif‘iculu,

Furthermore, Finiand has lost in tbese wars a considerable part of its
territory and is faced, in consegusace, wish o major proolem of allowing the
establishme“u,esneriallv in the form of reuu~tiemenu, of the refugee population.
During the irmediate po Lot vears efforts were ac GO rdingly. concentrated on the
direct,reconsﬁruc*‘on of territories devastated by war and on resettlement.

Tne intorruaptisn of housing projects during the war years has rosulted in
a serious shoriage of accommedabion in the tcwvs This shértage is still
further aggravatod by the refugee problem; it vas estimated atb the end of the

war at aboub 60,000 to 65,000 houses.

As in the majority of European con ‘%ies the lack of materisls and of labour

[

has been an obstacle Lo housing prﬁjectsﬁ apart from,direct‘veaonstructioh vork,

during the izmedibe posi-wor years. In the lost few yeurs, never bheless,
building projects have rcached a much higher level In. Finland than. before the

war and osc of thé highzeb ir Europe; allowing for the population of the country.
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Considerable inflation and a very high rate of interest, which is one of
the consequences of inflation, have resulted in the financiel and economie
onnd@tions of building projects in Finlend Quring the post-war period being very

,_éiffgrént from thosé in the other Scandinavian countries, While efforta, in
the latter, have been directed to the organization of measures of financial

support so that the rents of the new bulldings should be, as far as possible,
maintained at the level of those of dwellings previously constructed, this
procedure has not proved possible in Finland, where the level of prices had

~increased more than ten times over in comparison with the pre-war period, and

vhere the level of interest was from 8 to 10%.

I. DeVglogment of the’financing of housing projects
Credits during the pe;Lod of coasvruction are chiefly supplied by .

cammercial banks, but savmngs banks and insurance companies also help, in sonme
degree, in providing finance, At present communes and industrial undertakings
likewise participate Indirectly to a certain extent, within the limits of their
available resources, The rate of interest is, at the moment, from 8 to 10%,

which means that capital expenses during the period of construction may be as

much a8 2 to 23% of the total cost of production of the unit being built,

The financing of dwellings had, before the war, taken almost the same form
86 in Sweden and Norway, l.e., the savings banks, the insurence companies and
the commercial‘banks, as well as private individuals, were the principal
providers of funds in the matter of first and second credits, while special A
mortgage institutions of the type which has undergone considerable developmenﬁ
in Demmark played only a minor part,

Savings banks are very important in the economic life of Finland. They .

are respongible for about half the total land credits both in the towns and in
the cdunﬁry‘(without counting loans made by private individuals), The part

played by insurance companies is especially important in the finaneing of urban
projects, and in this fiéld they provide about one quarter of the total credits

‘granted by private credit Institutions. The greater part of the remainder

conalsts of loans by commercilal banks, which take part in the financing of
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“housing chiefly by the granting of short-term“éfégits during the period of
construction, These establishments also make available to a certain extent
first and second loans, ‘ '

Sincé the middle of the nineteahﬁh century, a mortgage institution bes
existed in Finland for the granting of'credits'fo rural housing projects. It
~ was not, however, until 1927 that a,correspondiﬁg organ was creaied.for credits
to urban housing prcjects;7the neceésary capital for which was - provided by the
asue of debentures guarantéed by the State, Hovever, its importance with
regard.tO'ﬁhe,total land eredits is,comparatively'slight. : '

Loans on mortgage providéd by private credit institutions amount in general
to 50 to 55% of the guarentee. In the last few years, the rate of interest
has been from 8 to 107, s alresult of the instability of conditions of eredit
after the war,’redeemable loahé in the true sense have practically ceased,
Credit institutions have fixed various annual payments ranging between 1 and L%
per annum, . |

Hence private land credit in Finland has been very dear as a result of
inflation and of the shortage of capital.

Taking into account social and sgricultural programmes, which private land
eredit could not accommodate to the desired extent, the Finnish State has for
a long time past made grants of cheap credit in the form of subsidies to
resettlement undertakings. Though the main object of this activity was not
housing policy but agricultural poliey, it has nevertheless been of importance
in the development of rural housing conditions. From 1890 to 1900 it was given
a more systematic form and has been progressively extended by legislative
‘measures., During the period following the two wars, this officlal credit
activity for settlement purposes has acquired the greatest importance for the
reconstruction of the areas of eastern and northern Finland devastated by the
war, as well as for the provision of the means of sustenance and of housing for
the population displeced as a result of the war from the territories which had
to be glven up after hostilities. |
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Even as regards ordinary urban hvusing projects, the State intervened
fairly early in Finland. From the end of $he last.ssntnry the State hasiin fact
granted loans to co-operative énterprises'(called‘"housing societies") for the

. bullding of workers' dwellings, After the first world wer, from 1920 to 1927,
r¢- State ald for the construction of houses was extended. Housing projects
. ‘benefiting from State loans did not, however, account for the main part of the

fotal produstion of houses, The erecticn of houses to accommodate several
families became entirely depondent on srivate finonec vhich, ‘in corbination with

... & permanent shortage of urban dwellings, led to a rise in the level of rents.

The suspension of building during the war in the winter of 1939-40 and the
cession of territory on ‘the conclusion of peace brought about a “gredt housing

~ shortage, which made increased activity on the part of the State necossary in

the fineneing of housing projects. - At the end of 1940 new laws were ‘enacted

. providing loans for small working-class houses, for so-called femily-houses

and for Joint-stock companies! houses, the lotter being considered as a form of
housing co~operation.

.. The form taken by loans granted- under the legislation of 1940 had ome

) elgment in commons official credit was classed as second (or third) credit.

invested in the first loans grented by private credit institutions, and
principally by savings banks.,  The State loan could only be a first loan after

.a first. credit with acceptable conditions had proved.impossible to obtain,

Logans for small working elass houses according to the terms of the 1940
legislation could be granted up to the amount of 90% of the building costs.
The period of redemption was usually 25 yeors and the rate f interest 5%, - Loans

for family-houses were granted for the building of tenement houses for large

families ‘with limited means to cammuncs'or to public utility undertakings up

‘to 95%. The rate of interest and the pericd of redemption were the same as for
‘the loens for small working-class houses, In order to reduce the housing

costs of large families (with three children or moré), the State granted a’™
subsidy varying in accordance with the number of children, families with three
children obtaining & 30% reduction of rent, families with four children 4LOR,
and 8o on, up to 707,
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Leans for joint-stock companies! houses, such companies being co-operative

concerns in which each owner of a flat possesses shares corresponding to one ‘
flat, were granted according to the provisions of the 1940 legislation up to the
amount of 75% of the building costs or, if the commune guaranteed the amount

in excess, wp to 85%. The rate of interest was 54% and the period of
redémption usually 25 years.

These types of loans c&ntinued even after the second war in which Finland
was involved, and which naturally again interrupted housing projects and
aggraveted the shortage, The resulting crisis necessitated new meusﬁres aimed,
in the first placé, at achieving rapid reconstruction in the areas of northern

Finland devastated by the war. . In order to reduce the grave housing éhOrtage

in urban localities loans for the building of small dwellings clagsified as
"simple" were establisned at the end of 1944. These loans, which could be
granted up to the amount of 957 of the costs, were at the rate of 25% end
redeemable within 25 years.

The war effort, the financial sitﬁation of the country and the lack of the
necessary materials appreciably limited the amount of building which could be
carried out under the leglslation of 1940 and of 1944. Growing inflation and the
sharp‘rise in building costs, as well as the high level of the rate of interest,
necessitated additional and more extensive meamures, which in 1949 took the
form of new laws relating to loans and to the allocation of accommodation in
order to further the building of housés, One of the principal marks of this
legislation is the sﬁbsidizing‘of building projects by the fixing of a rate of
interest far below the normal level for State loans to building projects.

II. Present conditions of financing’

In conformity with the Low of 1949, 22,000 millions were appropriated for
bullding, to be spread over the years 1949 to 1953, in the form of redeemabie
loans at low rates of interest against second mortgages., This legislation laid
down that first loens are obtained in the way described above in private credit

ingtitutions,



IM/HOU/WP,1/11
paze 186 .-

The ﬁofﬂél method of financing is therefore such that first 1oans ere
supp; ted by savings banks, insurahce ‘companies ebc., up to d limit which uaually
corresponds 30 about half the building cests and at a rate of interest from 8 tqhi

10%, as well as wunder rather severe redemption conditions.

The conditions of State loans vary slightly according to the nature of the
| dwellings for which the loans are granted, ‘ ’

“According to the law on loans for flats, the in+ere5u on these loans is not
fixed; 1% can be inc”eased or reduced during the period of the loan,
feccording to the regulations in force the interest on all loans for houses is,
until further notice, 1%, | '

; For the présents the timeallowed for. the répaymént of Sﬁate loens on
; stone houses Is 45 years, the repayment being so arranged that 4% of the
bullding loan is repaid during the fivst five yeﬁrs, 1% during the next five

and the remainder at a stondard rate of about 2.6%. Twenty-five years are

allowed - for the repayment of loans on wooden houses, the rate being 2% for the

first four years aad the standard rate at 4% for the remalning 21,

. State loans on workers! cottages and Jointestonk comnanies"dwellings may
be granted from a minimm of 40% to a maximum of 90% of the recognized building

costs.  The builder of a workeris cottage {or house) has himself to pub up

107 either as laboﬁr or 'as capital, -On an average; this igdividual capital

has fluctuated bétween 157 and 20%, ~ In the case of jointestock companies!
dwellings, the individual contribution must likewise not be less than 10%;

On an average, 1t has been between 15 and 25%, In the case of building

socleties! Ysemie-commmal" flats, the founder of the society, usually the

commme, is answerable for all the registered capital and sells the flats to ,
gubscribers, 10 years being granted for vepoyment,  The fubure owners buy

their shares at the same time as they pay their monthly rent,

For the eonstruction of blocks of flats to let, loans can be obtained up to
o moximum of 65% of building costs, though such loans may, as before, be raised
to 95% in cases of priority., These blocks of flats are usually constructed by

D
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the communes and by industrial undertekings. In many cases, such undertakings
grent extensive subsidies on accémmodetion intended for their staff.

Since the terms of interest and repayment are affected by inflationary
trends in Finland, it is impossible to assess exactly the annual percentage
capital outlay incurred in the construction of accommodation. From information
provided by "Arava®, the official Finnish body for housing credits, this
capital outlsy, expressed as a percentage of the building costs, amounte in the
case of accommodation for which the State has granted building loans to from
45 to 6,17 for joint-stock companies! dwellings ard to from 5.3 to 7.3% for
blocks of flats to let. The extremely high rate of interest on the open
market is thus to a large extent offget by the subsidy afforded by State loans,
In terms of capitalized value, this subsidy amounts to from 35 to 4LO% of the
construction costs of accommodation built with mortgage loens.
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. Chapter XVII

FRANCE

Befors comment:ing to study the methods and techniques of financing housing
in France, it would seem desirable to recall the basic economic, political or
psychological conditions under which these methods end techniques have been

employed,

Under the influence of various economic and political'factors - which there
is no point in analysing - French savings activity since the war, in so far as
it has survived or been resumed, has tended to take the following different

forms:

~ financing from own rescureces;

= financing of one private party by another;

~ 3ight drafts or short-term investment;

- poarding of wealth, particularly in the form of purchases of gold,

This has caused the public capital market to "run dry" and makes it very
difficult to evaluate the annual volume of savings. The scarcity of capital on
the market is one of the causes of the high rcte of interest, This in turn

affects the rate on investments as between private individuals,

Again, insurance, in general, and life irsurance in particular, has never
developed to the same extent in France as in inglo-Saxon countries, There is a
very complete system of eompulsory social assurance but this is based on the

distribution prineciple,

In French law, from the point of view of regulations a traditional dis-
tinction is made between immovable and movable goods; the former, which_ét the
beginning of the nineteenth century consﬂituied the main source of wealth,‘being
subject to more detailed regulation than,tﬁe,lﬁtter‘ Transferable sccurities -

and, more generally, commercial bills - come under the regulations for movable

goods, whichyduring the last 150 years have evolved and have been given greater

flexibility to bring them into line with econcmic developments., Legislation
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concerning immovable property, on the other hand, has undergone little change,
one result being that capital Invested in immovable properbty, and in particular

that in the form of loans, is less flexible and less easy to.mobilize than are

other types of security, Moreover, it is often more expeasive to do so, partly

owihg‘ib such capital being governed by different fiscal legislation,

Thé Frehch dre-generally reluctant to borrow, They tend to raise their
standard of living far more out of their own savings then by resorting to loans,
and credit purehése systéms are reiatively undeveloped in France by comparison
with ‘the majority of other countries, This reluctance te borrow is even more
marked when the procéss involves revealing the applicantts financial situation

to third parties,

Because of this thrifty bent preserved by a ldrge part of the population,
and particularly by those whose ties with the peasantry are quite strong, because
of this reluctance to resort to.loans, the French generally make the property
and goods they posséss last as long as possible and often keep and repalr partly
obsolete material rather than renew it, This tendency is to be met with as
much in capital goods as in consumer goods and has had an undoubted influence

on housing policy.

Traditional building methods make it possible to erect dwéllings with a
very long life, generally of mdre than 100 years. Dwellings erected during the
nineteenth century and at the begimuning of the twentieth appear in general to be
of good quality,; particularly as far as the main structure is concerned,
Accordingly, they remain habitable - often, it is true, under rather unsatis~

facotry conditions -~ even though not kept in an adequate state of repair,

As, furthermore, the average Frenchman attaches relatively less importance
to his dwelling than the inhabitants of many other countries, he generally prefers
to devote a small share of his resources to it even though this means putting up
with more imperfect accommodation, A large number of French péople are guite
resigned to living in old, often poorly eguipped and sometimes unhygienie,
houses,  Thus it is that no strong trend of opinion has arisen in support of
the efforts made between the two wars by a few people for a thorough renewal of

dwelling accommcdation,
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Moreover, until recent years, nd population pressure had been felt (excepf
in certain parts, such as the faris area), Urban development, although con~
siderable, was probably less marked than in variocus other countries while the
annual number of marriages and births fell. In 1939, France was the country

with the hlghest total number of dwelllngs - sound or unsownd - in relation to
its population,

The opposite now tends to be the caSe. Owing,on the one hand, to war
destruction and to the premature ageing of the national stock of dwellings which
had too little upkeep for 20 years and none at all during the war and, on the
other. to the increased expectation of life and the rise in the number of
marriages and births, a2 quantitative housing crisis sometimes accentuated by bag
population distribution has made 1ts apresrance almost everywhere since the war.

The causes of this crisis have not disappeared however and it looks as if it
will persist and even extend.

‘ . Be that as it may, during the first few years after the Liberation, the
erection of new permanent dwellings, however necessary it might be, was not, at
a time when the population was underfed and when the means of production were
destroyed or obsolete, in the first rank of the problems to be solved, In the
allocation both of rationed materials and of funds, first placevwas given to
other sectors. Once consumer goods had becoﬁe‘plentiful again and efforts io
modernize the means of production had borne first fruit, the housing problem
tended to become the matter of greatest concern to public opinion, new measures

were taken by the State to develop building and considerable increases in rents E

were sanculoned ' \
’ As a matter of fact, rent legislation, since the end of the first world wa;,

has had a depressing effect on the housmng policy as a whole. Only at rare
“ perieds have the authorized rents for old dwellings been high enough to exceesd

half the rent which must be charged in new dwellings for the capital investment

to be remuneratlve, taking charges and market rates of interest into account,

In the years following the leeratlon, rents did not rise concurrently with the

’ cost of living and the gap became so wide that rents were often insufficient to



IM/HOU/WP.1/11 -

page 172

cover current and deferred upkeep eipenses; Although from 1949 onwards an
attempt has been made to re~adjust the situstion, the increases sancticned still
leave old rents at rates generally lower then & quarter or a fifth of the rents
which must be charged for new buildings built without any form of assistance
and largely with loan capital,

Until the beginning of 1949, housing activity, apart from the‘provisidn of
temporary accommodation, was muinly concentrated on the restoration of old
building stock, whether partly damaged Sy the war or not. ~ With regard to un-
damaged property, no statistical information ean be supplied; the efforts of
owners were, in any case, hampered both by the small amoutit of rationed
materials available and by the low level of rents., On the other hand, some
idea of the results obtained from the repair of damaged buildings can be obtained
from the fact that, by the end of 1950, 757,000 dwellings had been repaired and

made available for occupation.

From 1949 onwards, parallel with this restoration of old stock, the number

of new buildings grew from year to year, as can be seen from the following table,

Number of new dwellings commenced since

|

1 _Janvary 1945 ;

i

, ‘ .. | Completed | In course of construction |
_ As at 31 December 19&8 55,000 75,000
As at 31 December 1949 | 107,000 104,000
As at 31 December 1950 175,000 145,000

Suchaﬁ the conditions and tendencies governing present housing financing
policy, . The latter can be briefly analysed by studying in turn:

~ the method of financing employed in the various building sectors;

~ the extent to which funds are provided from own rescurces,

- the different types of loans obtainable: ‘ ,

- the extent of State aid and the conditions under whibh(it is provided.




IM/HOU/WP,1/11
page 193

L

I, Methods of financing employed in the various building sectors

Whether upkeep and repair expenses are concerned or the finaneing of new

.eonstructions, building activity in France may be divided into three sectors:

- rebuilding of damaged buildings;

- bullding carried out within the framework of legislation on moderate
- rental housing ("habitations & loyer modéré"(l) or H.L.M.);

-~ other dwellings.

As far as upkeep and repair expenses are conecerned, the relative importance
of the various sectors is difficult to ascertain, It can only be pointed out
that from the Liberation until the present day, the reconstruetion sector has
enjoyed pride of place while cheap housing has been of slight importance. In

the next few years the third sector will, it seems, tend to occupy first place,

With regard to new buildings, the present relative importance of the

various sectors is approximately as follows:

. Number of dwellings commenced between
“1 January 1945 and 31 December 1950

Completed | In course of construction
Reconstruction 1 65,000 61,000
Cheap housing(a) 10,000 28,000
Other dwellings(b) 100,000 - 56,000

175,000 145,000

(a) including building by private individuals with the assistance
of loans from Building Loan Societies (H.B.M.)

. S (b) including buildinz by the State and nationalized undertakings

(1) Formerly known as cheap housing "Habitations A Bon Marchéh (H.BM. )
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1. The reconstruction of damaged buildlngs is principally flnanced by State
subsidies within the framework of war damage legislation, Under the latter,
the State’ is responsible for the reimbursement in toto to the war damage victim
{with the exception of a very limited reduction - less than 104 on average ~ for
dilapidation) ‘of the cost of constructing a building identical with the old one
or the repair of the latter, Payment is made only as the rebuildlng progresses,

: In certain cases, and for large—scale damage, the claimant receives’ only up to
70 per cent, the remainder belng paid to h*m latc¢.

) Since the middle of 1949, it has been possible, .in the case of certain
types of damage, for the State to discharge itself of its liabilities by g1v1ng,
in lieu of immediate settlement, bonds redeemable in three, six or nine years,
These are not, at present, negotiable but sre redeemable, block by block by a
semi~governmental body at.the end of one, three and five years, As far as

dwellings are concerned, settlement by means of bonds accounts, so far, for less

than 5 per.cent of total settlements R .

v’

Accordlngly, war damage v1ctims either because they have rebuilt before the

invested additional funds in the buildings undertaken, have sometimes been led
to find their own means of financing, As far as dwelling construction is
concerned, the relative 1mport ance of 1nvestments made by war damage victims
either in anticipation of payment by the State or -n a permanent basis does not
appear to be very great, Their volume cannot, however, be determined by any
form of enquiry, o

2, The finanéihg of "moderate rentalt housing benefits:

~ individyals w1sh1ng to build a house, complying with certain technical
conditions and not exceeding a certain price, to accommodate themselves,
Such persons can obtain loans on mortgage at reduced rates of interest
(2.75 per cent) from specialized non-profit making companies known as. .
Building Loan Societies (Sociéths de eradit immobilier);
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- public departments or private non-profit making companies under State
supervision (Sociétés dihabitations A bon marché), who build dwellings
chiefly for ordinary leasing, but sometimes however for leasing on a

rent plus participation basis (Co-operatives), or for purchase through
the rent,

Of the two million new dwellings erected between the two wars, from 300,000
to 350,000 were built within the framework of the cheap housing legislation.
Of this number, a Iittle more than half were put up by private persons who had
taken out loans with building loan societies.(l) The moderate rental housing
programme practically came to a stop between 1939 and 1948 but was resumed
three years ago and is steadily developing, While the payments made are still
relatively small, the number of contracts accepted.and of dwellings commenced
or the plans of which have been approved, is much greater. '

The finaneing of moderate rental housing is principally effected by means
of loans at low interest made by the Treasury to Building Loan Societies or
other bodies, Such loans may cover 80 per cent of expenditure in the case of

“building by private individuals with the assistance of a loan from building

loan societies, or may cover from 75 to 90 per cent( ) in the case of bulldlng
carried out directly by public departments or H.B.M. companies. Up to 1947,

such loans were made at 2 per cent and were redeemable, in the first case, in-
25 to 30 years and, in the second in Lo years.

Owing to ‘the fact that buildlng ¢oncerns found it impossible to balance
their 0perat1ng accounts if only reasonable rentals were charged for new
dwellings, 2 law passed in 1947 provided provisional new finoncing facilities
in sueh cases {interest not due for the first two years, and reduced to 1 per
cent for the following eight years, extension of the redemption period to 65
years), In 1950, similar interest reductions were introduced for bulldlng
loan society loans., ‘

(1) See Chapter IX for further information as to these societles' operating
methods . :

(2) 90% provided a local authority guarantees settlement
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The rest of the funds required for building carried out by private
individuals are supplied by the perscmnal contribution of those concerned or by
ordinary loan enjoying none of the special facilities given by the State, Such
loans can be only on second mortgage as the Building Loan Societies hold a first

mortgage to guarantee répayment of the sum advanced by them.

The rest of the funds required for buildings put up by H.L.M. bedies are
derived from various sources (subsidies or loans made by local authorities, by
social welfare bédies or by industrialists concerned with housing. their
employees etc,); the amount put up by the H.L.M. body itself is generally
small. On the other hand, the funds reduired are practically never obtained
on the capital market or by long-term borrowing from credit institutions, It
is also to be noted that the Treasury holds a first mortgage on buildings as a
guarantee for the loan it'makes. When the extra money required is obtained
by borrowing, contributions towérds interest may be made by the State (at
present, up to a limit of A%% for the first ten years snd 339 thereafter),

3. Up to the end of 1950 the financing of other dwellings was dcne principally

out of the resources of the owners directing the scheme or by loans as between
individuals and very little resort is made to credit institutions making a
practice of granting loans on property, The latter form of assistance does

not, in fact, seem to have amounted to 5% of the total volume of new investment.
In this sector a distinction should be made between:

(a) Building carried out directly by the State or by local authorities.
This has been financed from the general funds of the State or such authorities.

In any case, it accounts for hardly 2 - 3% of the new dwellings in this sector;

; (b) Buildings erected by nzti-nalized undertakings (coal mines, electricity,
railways). The funds for these have been provided within the general equipment
budgets of these industries, either from their own financial resources -or by
borrowing, At times, the State has lent assistance as part of the general aid

which it has been found necessary to give such companies in order to enable them

to reconstitute and develop their equipment. (Constructions of this type account

for at least one-fifth of the new dwellings in this sector;

@
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(c)g-Privéfévbuilding. Such building has mainly been financed either by
industrial undertakings,4Whéﬂ}éfeCting buildingé to accommodate their staff, or-
through privéte investmeni %y”dwners»running their own schemes or through loans
as between'individﬁals, géobébiy often between members of the same family. As

. a result of the measures téken‘to enCOufage it, this form of building is on the

inerease,

“For deferred upkeep and‘repair work, aid from the authorities has been
given through the medium of the "Fond national d'smélioration de 1thabitat",

~a semi-state undertaking under Crédit Foncier monagement, whose resources are

mainly deri#ea from a levy on the rents for old houses and assistance which may
take the form either of a subsidy amounting on on average to just under 30% of
the total cost of the work, or of a contribution towards interest and a
guarantee for the loans contracted for the rémaining'sum wiﬁh the "§ous~camgtoir
des Ehtrepreneurs". The number of subsidies granted from the time the fund was
set up after the Liberation amounts,bit appears, to 3% ~ 1% of rented buildings
and, in Paris and its suburbs, to 8 or 10%. o

As far as new private buildings is concerned, until 1950 there was no direct
ald from the public auﬁhorities(l); a law passed on 21 July 1950 6ffered a
building bounty amounting on average to a subéidy of 30 - S0,000 francs pef
annum for each dwelling for a period of ﬁwenty years, The total amount of
bounties which can bé'granted each year is fixed by'thé law on the Budget. At
the sgme time, a system of State'guarantees has 2lso been set up under which the
amount of loans which may be gronted to individuals by the Crédit Foncier may be
as high as 60% of the construction cost, ' |

(1) A law passed on 21 November 1940, however, provided subsidies for rural
housing to a lmit of 25% of the totsl cost of the work and with a ceiling
of 25,000 froncs per agriculturnl property; owing to currency devaluatione,
this second ceiling reduced the assistance to insignificant proportions, and
the law had fallen into neglect, The ceiling was raised in 1950 and ah
appropriation of 2,000 million francsuwas included in the Budget to meet
any claims, o C Bt
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~II, Financing from own resources

. The extent to which expenditure on housing (repairs and new constructions)
1s financed from the owner’s own resources seems to be very small in the re-
construction sector and in thet of cheap Mousing, where practically the only

persons coneerned are those who have contracted loans with:Building Loan

‘Societies, On the other hand, it most certainly plays a very important, if not

the most important, part in the finencing of buildings in the third sector;
unfortunately. it seems impossible to determine even approximately the volume of
such financing and to distinguish it from loans as between individuals,

" By reason of the relatively low level of rentals in relation to the cost
of building, it would not appear that such funds are being invested in-neﬁ‘
buildings for leasing (with the exception perhaps, for a time, of certain
buildings erected in tourist areas md intended wholly or partly for seasonal
létting). Swh investments have largely been made by persons wishing to
accommodate themselves, by industries concerned with housing their employeas or
by rural proprietors for the needs of iheir farms, In these various cases, the

guestion whether the building would pay its way was a secondary consideration,

These investments seem generally to have taken the form of direct building
and not of contribution to a Building Society. However, a legal formula ‘already
applied before the war in certain cities, i.e, corporate ownership of‘buildings
by apartment holders, is tending to develop'either within the reconstruction
framework or outside it. Under this system, which is applicableJto“Housés
divided into several apartments, each of the participants is the individual
owper of one or more apartments and a joint owner of the land on which'thé,house
stands and of the common parts thereof.  The relation between these joint
owners is regulated by law, This formula is used not only in the case of blocks
of flats to be erected but even for already existing buildings; sales of |

individual apartments, old or new, have developed since the war,

on the whole, finaneing from own resources seems to have been a by no means
negligible source of capital in recent years. It has been encouraged by the
housing crisis itself and by the fact th t the payment of cash balances and key
money is demanded by the tenants of old houses before they will make way for new
occupants,
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Financing frem own resources =1so seems to be on the increase as a2 means of
providing funds for the upkeep and restoration of existing houses, This trend,
which 1s still in a rather undeveloped stage, hss been made possible by the rise

in farm rents and subsequently in house rents,

The State has'encouraged financing from own resources by introducing building
bounties and by offering tax relief (to industrialists helping to house their
workpeople, to companiessetting up with a view to building houses for joint
ownership and in connexion with certain transfers of propefty providing the
establishment of small holdings),

This type of investment, however, is st111 hampered to a large extent by
the clumsiness of the real estate system and the costs it involves, the market

value of buildings being thereby affected.

I1I. loans for housing

There were in France, before the war,,d-number of public or private fin-
encial institutions which made a regulor practice of loaning money on property
(the Treasury, the Caisse des dépSts :% consignations, the Crédit foncier de

‘France, insurance companies, specialized banks etc,), but the great majority of

loans took the form of transactions between private persons generally concluded

before a notary, However, the rates -of interest of the large financial

institutions, the Crédit foncier in particular, had a great influence on those

for private loans,

Since the Liberation, the tendency has been for the number and size of loans
effected by the large financial institutions to decline still further, except as
regards cheap housing H,B.M., and, although there nre no statistics bearing on
the matter, loans concluded before a notary do not sppear to have assumed the
came relative volume as before the war, Nevertheless, the number of loans
between private individuals is probably still quite considerable, although it
is not possible to specify either the total amount involved or the form such
loens usually take, It would appear that they very often consist of unregistered

contracts for fairly short terms or unspecified periods,
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The volume of loans contracted with the chief specialized financial

institutions over the last two years is given in the following table (in

thousand millicns):

1948 1949 1950
Treasury (for H,B‘Ma)a) 1.1 2.9 21
Crédit foncier de Franceb> L7 9
Mise. (insursnce companies)
and other institutions
making loans on property): less than less than approx,
1 1
; ) R
Total lesz than leiz than le;; han

2) Including loans by the Treasury to Building Loan Societies, ' The
sum of the loan contracts concluded is c¢rnsiderably higher than is
shown by the mbove figures, which refer to the sums actually paid

out, = The total loans smounted to approximately 4 thousand million

for 1948, 22 thousand million for 1949, and will probably reach a
figure of between 40 and 45 thousand million in 1950,

b) Inclﬁding loans médé'by its branch the Sous-comptoir des entreprensurs,

At the end of 1950 these loans probably amounted, in all, to less than 10
per cent of the money invested in housing, exclusive of reconstruction, and less
than 5 per cent if cheap housing is left out of account,
portion will probably be higher in the coming years, mainly as a result of the

The overall pro-

' expanglon of the cheap housing programme and also of Crédlt foncier loans.

Almost the whole amount of these loans derives f*om the Treasury (either

directly or through the Bullding T

Again, for its cheap housing programme, the Treasury draws on the Caisse des

dépbts et consignations, a public body responsible for centralizing and managing

- the funds of a number of superannuation and social assurance funds; and Savings

. Bank deposits, . Owing to the impossibility of making public bond issues, the

Loan Societies), or from the Crédit foncier.

-Crédit foncier has, since 1948, had,at times, to have recourse to the same

institution,
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However, the total amount pald out by the Caisse des dépBts et consignations
for direct or indirect housing loans did not amount tc more than 5 per cent in
1948 and 10 per cent in 1949 and 1950 of the sums deposited with this institution
by the Savings Banks.  This proportion has probably increased in 1951 by virtue

of the new cheap housing construction, in progress or authorized,

Again, the Crédit Foncier‘is incréaéihgly lending money to private in-
dividuals, Though the volume of the loans made by the large specializéd
financial institutions may be small, except in regard to cheap housing, the
influence exerted by their interest rotes, and, more generally, by their loan
costs, including the various charges ond commissions, is still very great,

These rates, and those of the Crédit foncier in partipular, still appear, to some
extent, to set the standard’fbr ibans'betweéﬁ“pfivate individuals, Until 1950
these rates, except as regards cheap housing, were highér than the yield from

government rentes, bonds gquoted on the stock exchange and even new issues,

However, the real cost of loans under mortgoge, whether contracted with
specialized financial institutions, or not, is, in-fact, higher than appears at
first sight, In practice, the formalities recuired for the conclusion of a
loan cantract combined with a mortgage, involve chﬁrges geﬁeraily around 10 per
cent, and rarely less than 5 per cent, of .the amownt of the loan. They are
higher in the case of loans from Building Loan Societies (HQB.M.) which require

the borrower to take out a life insurance policy,

As an example, the following are the actual rates of interest at present
payable in certain cases on a loan of a million from Building Loan Socletles or

the Crédit foncier.

:Redemption ‘Nominnl rate " | Real rate
period of interest _Chgrges of interest
. " : %
Building Loan 5 T T ’
Societies 30 years | 2,75 200,000 L5
Crédit foncier de 20 years 6.30 :g 100,000 - 8,5
France : 30 years | - 6,80 100,000 TS

2) New rates in force since September 1950
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The high rates of interest on mortgage loans and the tightness‘of the
capital market have, in the last few months, led the public authorities to

~ adopt certain measures.

The Building Loan Societies have reduced their rates of interest over the
first ten years, '

The Crédit foncier has reducec the rate of interest on long~term loans from
75 90 to 6080%a

When a request is made by a person in receipt of a building bounty, the
Crédit foncier or its branch, the Sous-comptoir des entreprenesurs, may grant o

medium~term loan.for five years at a rate of interest not exceeding 4,80 per cent,
where no provision is made for the conéolidation of the first loan by another
for from ten to thirty years, and 5,40 per cent.in other cases, The rate of
interest on consolid#ted loans is 6,80 per cent, The proportion of\the loan

to the construction cost may amount to as much as 60 per cent.

The new medium term loans, such as credits opened with the Sous-comptoir .
des_entrepreneurs may give rise to the issue of bills discountable by the Bank -
of France, The system is somewhat similar to that of the "irbeitswechsel?
(discountable "work.creation® bills issued by the Government instituted in
Germany between the two wars,

IV, gState aid

State aid for housing has been restricted during the last few years for

three main reasens:

=~ & tradition of giving as much séope as possible to private
enterprise;
~ the limited funds available for housing, &s 2 result of other
State commitments;
- the full liability assumed by law for reconstruction expenditure of
- all sorts, Co
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The 2id provided relates essentially to the repair and reconstruction of
wor damaged buildings, The breskdown of such expenditure (loans and subsidies)

) 1
for 1949 and 1950 (in thousand millions)(*) is approximately as follows:

1949 : 1950
: estimated
Recenstruction (subsidiss or :

Government building) */.... 110 120
Cneap housing (1oans) ..eese 10 B) ‘ 21
Miscellaneous (subsidies or

Government building,loans). | =~ = 2 _ b L

22 | 15

a) Not including temporary.buildings.and installations, or payment
in the form of bonds, but including expenditure for rural housing

b) By difference
cut of a fsial budget (ordinary and capital investment budgeﬁ) of approximately
1,800 thousand millions in 1949 and 2,000 thousand millions in 1950.

The above, howéver, only gives an incomplete idea of the extent of State
aid, The State has in fact undertaken a large number of commitments involving

expenditure over future years,

To arrive at a correct appreciation of the total assistance provided‘by the
zuthorities, the aid given must be considered separately under the following five

heads:

!

Capital subsidies;

1

Subsidies spread over a number of yeais;

i

Loans;

!

Guarantees of other loans;
~ Housing allowsnces; (not dealt with in this rewort, but, nevertheless,

of very considerable importance),

(1) Only expenditure which can definitely be identified es being for housing has
been included; but, as stated above, it is probeble that housing hes
penefited by certain other expenditure such as the genersl sssistance given
to industry or agriculture.
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1, 'Capital subsidies

Under this head ere to be included, on the one hand cash payments to
victims of war damage and, on the other rural housing subsidies or those pro=-
vided by the Fonds National dfeméliorstion de l'habitat, Building carried

- out by the State itself in the form of government quarters must also be taken
into account, but this last category is tending to be of diminishing importance,

Probable expénditure under the above heads for 1950 is as follows:

Reconstruction o 4 o o 4 v ¢ 4 v s & o + + » 120,000 million
Rural housing . . , 4 v 4 ¢ o o o o s » « » 1,000 million
Fonds d'amélioration de 1thebitat, . . . . . 1,500 million
Government quarters, . . ., . . ., , . . . . , under 1,000 million

2, Subsidies spread over a number of years

The number of these is considerable and State aid in this form is to be
found in all three financing sectors, Actually, owing to the difficulty which
the State 1s nowadays experiencing in balancing its budget, there has been a

tendency to defer some payments to subsecuent financial years.

Under the heading of reconstruction must be included payment by means of
bonds carrying interest and redeemable in 3, 6 or 9 years, which do not call for
any lmmediate cutlay, It would appear that by the end of 1950 about 10

| thousand million worth of bonds of this sort will have been issued for housing
purposes, approximately 50 per cent in 1950,

Moreover, the State assumes responsibility for the difference in rate of
interest between the loans it makes to cheap housing bodies and those it con~
tracts with the Caisse des dépbts to obtain the necessary funds, At the present

time this margin varies between 3 and % per cent, according to the extent of the

(1)0

reduction made The State, also, makes a contribution (rt present not more
than 4.5 per cent) towards the interest payable on loans contracted by the above

bodies outside the Treasury,

e

(1) Similar contributions are made as regards loans granted by the Caisses de
crédit agricoles. Very little of the meney so raised has, however, been
expended on housing
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But, since the end of 1950, in particular, the State has been empowered to
pay bounties for the building of new dwellings. These are paid annually over
20 years and, at the present time, amount to 500 francs per habitable square
metre, up to a limit of 110 square metres per dwelling. They are only payable
%o private individuals; industrial undertakings building dwellings for their
own workmen, which remain their property, are not eligible for these bounties,
The bounties granted in 1950 should not entail an annual expenditure of more
than 3 thousand millions in future yemrs, wh”ch roughly represents the con-
st*uction of 75,000 dwellings.,

Finally,‘apart from the capital subsidies it gronts, the Fonds d!'smgliora-

tion de lthabitat may moke contributions towards the interest (334 at the

- present time) on three year supplementary loans contracted by cwners with the

Sous~comptoir des entrepreneurs,
3, Loans .

This category chiefly comprises loans mide by the Treasury to 01eap houelng
bedies,  The total amount paid out in respect of such loans will amount o
approximately 31 thousand millions up to the end of 1950, of which 21 thousand
milli cns are attributable to l950°“ But commitmants( L) entered into over the
same period Wlll amount to 98 thousand m+L¢iona. Very conslderable sums will
t1e”efore have to be paid out in future years, propo ¢onately to the progress

made in construction, even if this policy is not‘proceedeq‘with;

It should also be remembered that the Treasury or other public institutions
such as the Caisse des dépSts have, owing to the tightness of the capital

market, had to make loans, either to industrisl concerns, whether nationalized

or not, for purposes of re-equipment - loans which may in part have been used

for the constructlon of workers! dwellings - cor to the Crédit foncier de France,

oy

(1) Loan.contracts concluded or authorized
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4. Quarantees for other loans

Apart from the guarantees given by local authorities for loans contracted
by cheap housing bodies with the Treasury (actually these are dealings between
public bodies), the authorities have been led to guarantee loans from other

.gources.

For some years now, the Fonds National de lfamélioration de llhabitat has

been guaranteeing the repayment of loans from the Sous-comptoir des entreprensurs,
in the case of which it makes a contribution towards interest payments, thus
making it unnecessary for the Sous-comptoir to tzke out mortgages,

Again, since 1950 the State has had power to guarantee that part of loans
contracted with the Crédit fonecier by private individuals for purposes of new
construction, which is in excess of this institutionts statutory limitations
(50% of the market value of new buildings) up to 60% of the total cost of con-
struction, when the builder is zlso in recelpt of a State bounty,

5, Housing Allowances

A system of "housing allowances" for families with at least two children

- has been in force since 1949, These allowances are'payable to families whose
dwellings meet certain conditions as regords habitability and occupation, and
who pay out a reasonable proportion of their income in rent, The scale of
allowances which is fairly complicated, takes account both of the number of
children and the ren® paid; the rate is much higher when the family lives in
a new house, In the case of large families, suitably housed, the allowance is,
in fact, sufficient to cover a considerable proportion of the rent, Like family
allowances, they are paid directly to the beneficiaries, but there are legai
provisions to ensure that they are not diverted from their tru purpose and are

actually used for the payment of rent,
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CONCLUSTONS

1, ' : From the Liberation until the present time, over half the money needed for
financing housing has come from the State (subsidies or loans). As regards the
rest, the part played by the financial instltutlons which used to make & regular
practice of meking long-term investments in rea; estate (Crédit foncier.

insurance companies etc.) is very small but shows signs of increasing, Fin-
ancing has, in fact, been carried out, either by industrial concernsA(national- .
ized or otherwise) out of their general capital resources(l) or by‘private- '
individuals, Actuélly, the total of less than 1,000 thousand millions at
present-day value invested in housing since the.end of hostilities -(repairs and
_new construction) can be split up roughly among the various financing sourees

as}follows-~

Funds supplied by the State:
subsidies or own building .c,eesss» from 55 to 65 per cent of the total
10anS , . .eiieiiiianscnonssessnasess from 4 to 5 per cent of the botal
Financial institutions meking
long-term 108NS ssescrecrescavassss fTOM 2 to 3 per cent of the total

Other sources (industrial concerns, y

nationalized or otherwise, and

pm.vate individuals) sareresernrIvnaE frt:m 33 to w per cent of the total
Issues on the open market for housing purposes have been, to all intents |

and purposes, non-existent,

2, This situation is, however, characteristic of a period when, for the reason
indicated at the beginning of this monograph, public opinion was not greatly
exercised by the ‘housing problem. New buildings, in partiéular, were com@ara—"
tively rare; all the more so since the State had been induced to accept o o
lisbility for practieally the whole cost of State-aided buxlding (reconstruction,

cheap housing), '

—

(1) To which the State may have contributed, although it is impossible to
determine the proportion of State aid expended for the benefit of housing
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It was not until 19&7/48, and still more since 1950, that any signifiecant
. measures were adopted to encourage housing (law of 1947 on cheap housing, the
iocrease from .;year to year both of the sums voted for housing in connexion with
reconstruction and of loans for cheap housing, rent increases, bounties for .
private bullding, fiscal concessions etc.).  These measures have resulted in a

consliderable increase in new building,
3, Taken as a whole, these new measures are dusl in character:

In the first place, efforts have been made to reduce the existing unbalance
between housing costs and returns’ pressure to reduce bullding costs; the
increase by stages of the rents of old houses; the provision of family housing
aliowances; bounties to private builders; reduction to O and 1 per cent, over
the first few years, in the interest payable by cheap housing bodies on their
loans from the Treasury; reduction in the interest rates payable to the Crédit
" foncler (A,BO‘and 5.40 for medium-term and 6,80 per cent for long~term loans).

A tendency to spread over future years the payment of part of the expendi-
ture, which might prove an excessive burden if liquidatéd in full at the present
time, There are four aspects to this tendency:

In regard to the form of State aid there is the transformation of immediate
capital outlay into deferred or annual payments (payment by means of recon-
struction bonds, payment of building bounties, in annual instalments, wider use

of various systems of contributions towards interest etc.).

As regards obtaining a balance between recelpts and expenditure in housing
accounts, rates of interest are lower for the first few years, and enable such a
balance or something approaching it to be achieved, but become higher after a
few years, Thus, for cheap housing bodies, rates over the first ten years do

‘not exceed 2 per cent, while, as regards new loans to private individuals by the
Crédit foncier, the first medium-term loan for 5 years only carries interest at
the rate of 5.40 per cent but interest on the consolidation loan amounts to 6,80

_ per cent
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As to the size of loans: the guarantee given by the State or a public body
to induce the Crédit Foncier to increase the amounts of its loans,

Finaliy; owing to the inadequacy of the Statets own resources and those of
the capital market, recourse has had to be had to the money market; State |
payments over and above 500,000 francs are made in the form of bills redis- ; ,
countable at three, six or twelve months, The medium~term loans granted by the p//ﬁ
Crédit Foncier take the form of bllls rediscountable by the Bank of France.

|

l
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© Chemtes XVILI

ITaLyY

In order'tb understand Italian housing policy, it is first of all necessary
to set it against the background of.the country's economic situation., Two
factors play a decisive par£ in that connection: the scarcity of capital
available on the market, with the conséquen£ high rates of interest, and the
difficulty experienced by the State in procuring the fiﬁancial resources needed
to balance 1ts budget., ‘

Housing policy has therefore been primarily directed towards giving all
possible encouragement to the investment of private capital in housing (investment
of his own capital by the owner, loans between private individuals), Tax relief
in various forms and the absence of rent control in the case of new houses are-
two of its features. Another aspect of this poiicy is that, until quite recently,
State aid mainly took the form of subsidies paid by annual instalments over a "
long period, and not of the supply of capital (in the form of léans, capital

subsidies or direct building) at the time the houses were built,

The second aim of this policy, whether public or private, is to enable as

many families as possible to own their own dwellings.

A third characteristic is that State ¢id is, in the main, confined to the
most under-privileged classes, The choice of the occupants for dwellings built
with its assistance is, in general, very closely controlled and, except for a
few cases to which‘reference will be made below, the public suthorities do not
consider that any action is called for on their part to éromqte the better housing
of the majority of the population; they valy concern Lhcmseiﬁes with the poorest
classes. There are, however, spebial regulations for the partléi cémpensation
of the owners of war damaged propefty Whichﬂapply to all concerned, irrespective
of.their”financial position, | |

Finaily, it:shonld‘be romembered thot the houéing situation in Italy presents

certain speCLal’featurES hot‘to,be.fqundbln other countries, - -
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'*hiie'thu existing houses arc often inadequately fitted up and sometimes
dllapldated, they are, due largely to the mateflal used (stone), for the most part
strongly built.and well lnsulatcd, whlch 1s not, always the case elsewhere.

- Agein, for climatic reasons, the same extreme importance is not attached to
housing conditions 25 in cold and ra iny countrles, and the population, rlghtly
or wrongly, is mors concernsed with other matters, particularly, in a country,.

where unemployment is rife, the problem of its daily bread.

- The 1ncre ge in the population has, however, in itself led to 2 most acute

housing crlsis in some towns, forclng the government to take action,

'Building Categories

A.  Private building

The first building category whiéh has to be considercd is that by private
enterprise, Until the "I,N.s. Casas" scheme was started in 1950, ?rimte building '
probably represented the major part of all building activity. Even today it is

still of considerable importance.

Private building‘is carried out, either by the owners to meet| their own’
housing needs, or for letting purposes; ths latter typc 1s somewhat unusual,
There were, however, during the first post-war yeors, and there ar‘ probably still
today, ‘instances of new buildings financed jointly by the landlord andfthe

prospective tenant, The latter might provide say one~-fifth, one-quarter or

~ one-third of the,ﬁecessary capital in return for 2 long lease and [ reduced rental
" over the first few years, while the balance would be supplied by the owner from his

oWn resources or in thu form of a loan from a credit instltutlon. -That is only

» . one example; the conditions of such arrangements vary con31derab1y.‘

‘Finally, building is often carried out by Building Societies with a view‘to

 immediate sale, sometimes even at the blue print stage,

The development of flat ownership in ‘blocks of flats under whlch the partles
are the individual owners of their own dwelllngs dnd co-owners of those parts of ‘ |

the bullding used in common, has cncouraged this type of bulldlng.
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Private building in its various forms does not receive Stcte aid, except in
the casc of the rebuilding of property destroyed in the war, or of low-cost
building by the prospective occupier under Stete supervision, Spéclal mention
should be made in connexion with private building, of dwsllings built by
induscrial undertskings for the housing of tbeir workers, Apart from building
now carried out under the ausgibeé of "Low-Cost Housing Societies!, established by
£he law of 2 July 1949,(1) industfialyundertakings do not receive any financial
sssistance from the State, Lven without such assistance, howsver, the extent of
their building activities has been consideréble; approximately 39,000 dwellings
have been built by them sinee the war, Generally specking, rents are low;, to
bring them into line with the salafies and ﬁages of the occupiers. Such building
may thercfore be considered as being carried out by non-profit-making bodies, as

any losses are carried by the industrial undertakings concerned,

B. Epi;g;ng by Private or Semi-public Nonwprofit-making bodies

State-aided co-operative building societies have existed in ltaly for many
years, but they are not of great impo:stance nowadays, and, it is in fact doubtful

whether they-ever were.

Associations set up under the Fanfani Plan, on the other hand, probably

constitute the most important f:ctor in present-day housing.

Co-opcratives arc of two kinda:

1. Owners! co-operatives, whose members buy their dwellings on the
instalment plan over 35 years; outstanding instalments can, moreover, be paid off
at an earliér date, These co-~operatives are composed'exclusively of individuals
belonging to certain categories of‘the population, such as Government employees or
pensiorers, (active or retired civii servants, persons in receipt of war disability

pensions, etc,)

2. Tenants'! co-oporatives, where owncrship of the dwellings remains with the
Society end, in case of its dissolution, is transferred to onc of the tPpovincial
Institutions for Building Working Class Dwellings". The essential condition for

1

membership of these co-operatives is residence in the commune.

(1) See below for information regsrding building by non-profit-making organizations,
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The financing of bulld;ng is malnly effected by means of loans from the

Deposit and Loan Fund, The co-operatlves, moreover, ‘enjoy the same advantages as

the "Provinecial Instltutlons for Bullding Jorkzng-ﬂlass Dwelllngs“

The Law of 2 July 1949 also provides for the establlshment Qf another fonm of
non-profit=making organization the "Low Cost Housing Societieg". kThsse '

Societies can assume various legal forms (institutions, associations or societiea).uf
The features they have in-common are thet they are non-profit mmking, have for N
their purpose thé building of low-cost dwellings and do not retein ownershlp of

the houses, but sell them to the occupiers by annual instalments. Like the
“Prov1nc1al Institutions for Building Working Class Dwellings" these Socletiea

are in receipt of ‘a State subsidy amounting t0~u per annum per dwelllng, paid

over 35 years, but they cannot borrow money at low rates from the Deposit and Loan
Fund, as the former are able to do. They are, in fact, established by industrial
and commercial undertaklngs for the purpose of housing their employees and work

people. These undertakings ‘themselves supply a ‘considetable proportlvn of the-

necesséry fpnds.' A central organlzatlon to co-ordinate the activities of these

Societies has been set up in Rome, B : : K .

Also in ;9A9, the Government introduced the so-called "Fanfani Plan®, called ™
after the authér,'which-inéludéd‘a financing programue . for building approximetely
200,000 working class dwellings over a period’ of seven years.  This plan is
designed both to raise the workers! standard of living and to promote the revival

beo pwre 'y w

of the bulldlng industry.

" The actual building work is in the hands of a new seml—publlc Instltutlon,
called the "I.NJA. Casas" and is directed by an administrative bourd composed of .
Government workers! and employers' representatives, Its annuul programme 1is L S
submitted to the Minister of Labour-for approval, and its managemgnt is in the o
hands of a special department of the National Insurance Institute a pr1Vate body
under Staete control (an arrangement whlch aVDldS the nece551ty of settlng up a new
organlzatlon and makes use of the, serv1ces of what appwarcd to be a partlcularly ’ e
competent . body). The choice of the o*cup*ers is in the hunds ‘of the Provinicial
Committees, comprising representatlves of the local authorn.tles , employers, ' . |
workers, and I.,N,A., Casas. These committees have been 1nstructed to glve prlorlty

L UL R T

*"to homeless, and after that, to the wopst~housed workers, . . | . : e
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#when finished the buildings are sold to their occupiérS'against payment by
annﬁal instalments, or are-let, Iﬁ the latter case they remain at the moment the
property of the "I,N.a. Casas¥, but it is orobable that they will at a later date
be handed over to the "Provinecial Institutions for Building Low-Cost Dwellings®
to manage,

The plan is finsnced by: s

- (8) funds provided by the State; 15,000,000,000 lire per annum for a
period of 7 years sterting with the 1948-1949 budget which, in the |
cese of the fireb four budgets, will be t:ken from the E.R.P, lire
Counter-part Funds, o | | |

(b) compulsory employers! and workers' contributions equivalent to 1,80%
of wages (representing an annual amount of 20,000,000,000 lire per annum
for a period of 7 years, as from 1 April 1949, of which two-thirds is
contributed by the employer and onenihird by the worker);

(¢) monthly payments by tenants towards the purchase price of their
dwellings;

(d) the net profits from the rentals of leased dwellings,

The programme for the first year has been financed by appropriations in two
budgets (1 April 1949~31 March 1951) and the second year's programme will be
financed by an appropriation in the budget for the period 1 April 1951 to 31 March
1952,

In addition, part of the totél sum reguired for the two programmes
(11,941,000,000 lire) will be provided by sums advanced by institutibns (Low-Cost
Housing Societies) authorized to build houses for industrial employees and work
people; ihey will be able to recover these advances out of the contributions

payable as from 31 March 1952,,

C. Building by the Public authorities

As 1s the case in all other countries, the italian State does not normally
itself underteke building operations, but it has been' forced to do so in a number
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of localities, in order to provide accommodation for houeless persons., Such

“building was carried out on a very large scale durlng the first post-war years;
it comprised approxlmately 20,000 dwelllngs in l9h8.b It has tended to decllne,
. but even so nearly 10,000 dwellings were built 1n 19)0. The ‘buildings are

erected by the Mlnlstry of Publlc Worka and managed by the rrov1nclal Institutions
for building Working-class Dwellings, or by the communes, Rents are 1.5% of
building costs of which one-third (0.5%), representing the amortization guota,
goes to the Stete while the remaining 1% is collected by the association or the
commune to meet the cost of administration, upkeep, etc, One of the features of
the financing of this type of building, which is borne exclusively by the State,
is thgt‘ﬁﬁe'work‘is not paid for cash down but by thirvy annual payments,

covering capital and interest. The contractors are, thercfore, obliged to
discount these credits, which they seem to have been able to do without much

difficulty.

The loeal authorities, both provincial and communal, are empowered to build
working class dwellings under the seme conditions and with the same assistance
from the State as the “autonomous Provincial Institutions for Building Working
Class Dwellings"., They have not, in actual fzct, done much in that line and

have, in the main, confined themselves to building dwellings for their employees.

Even before the war the "Autonomous Provinoial Institutions for Building

Morking Class Dwellings" were building cheap houses for the pourest classes of

the communlty.

They are aet up for each province under an order by the Head of the State
to operate in all the communes of a province where cheap houses are needed. |

In some cases a provincial institution may set up special sections 1n certain

: communes .

The institutions. functlon on en autonomous baSlS. Their articles of
association lay down the number of members of the board of administration, there
must be at least five; the number of exacutlve offlcers, ‘the methods of -
appointient and, a highly important point, the professxons or occupatlcns from
which they must be drawn, The Governnent app01nts ‘the chairman and sonetimes

also the v1ce~cha1rman.n’

B u;.

Before the war, these 1nst1tublons were remarkably actlve and had
built a large number of houses, A number of their houses suffered

war damage, while work was stopped on many others, on which building had
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started, After the war their efforts were, in the first place, directed. . :
towards the repair of damaged houses and the completlon of buildinss on

which work hod been started. They now again play 2 fairly important part in the
building of new low-cost houses. it a rough figure, they have built approximately
150,000 dwellings. L .

In principle, th&se Institutions build to let, but the dwellings may be sold
to their occupiers (provided thet they do not possess any other .accomwwodation) |
against annual payments, transfer of the property taking place when the payments
have been cdmpleted,

During the first post-war period, the funds required for their work were
advanced by the State., One half of these advances will have to be repald by the
Institutions over a 30-ye:ir period, the rest being treated as a Government
grant-in-aid, This method of financing - too costly for the Guvermient budget -
hes been sbandoned and since 1949 recuurse has ajgain been had to normzl financing
nethods: loans frow the Deposit and Loan Fund, mortgage banks and other credit
institutions. The Treasury assumes responsibility for part of the annual

interest and amortization queta in respect of these loans.(l)

Besides these "Provincial Institutions for Building Jorking Classkaellings"
there is also the "National Institution for building houses for State Employeest
(I.N.G,1,8,), a public body under State control, It functions in much the same
way as the "Provincial Institutions for Building Working Class Dwellings", but
its activities extend to the whole of the country and, in addition to working
class dwellings, it is authorized to build houses of a somewhat superior ~ the
so-called "economic" « type, it present, it mainly builds dwellings of the first
type,

Finally, though its activities have now ceased, mention shéuld be made of the
work done by the first UNRRA-Casas Ccmmlttee, an off-shoot of the Italian
Government's former Liaison Orgenization with UNRRA, Between 1946 and 1949 this
Committee built approximately 4,000 dwellings which have been given to the poorest

of homeless persons, After a trial period, occupants who have proved to be

(1) 8es below,"Financial'Asslstance from the Govermment',
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satisfactory tenants may acguire the ownershlp of these dwellings on terms
arranged to suit their means, The first UNRRA-Casas Commlttee also made advances
to war victims for the repair and reconstructlon of their houses and distributed

. relief in kind (furniture, clothing, etc.).

Various forms of credit

As has already been pointed out, State-aid and even payment for its own
building, often takes the form of annual instalments, generally over long periods,

One of the main problems of the owner burlder or contractor is, therefore,
to lay his hands on ready money, that is to say to find a way of discounting the
State*s credits where these have been granted.. That dlfflculty is often solved
by leldlng the financing into two parts, The contractor agrees to accept payment,
 partly in cash, and partly in the form of interwst-bearing bills, falling due on
varlous detes, and discounted by the benks,. Sometimes societies, building to sell,
" take that risk for their own account and pay the contractor the full amount owing
to him in cash. In the case of private building, part of the necessary capital

is put up in cash, the balance being provided by a long-term mortgage loan,

This dlfflculty, to which must be added the inadequacy of real estate loans
in relation to building costs, the complexity of the formalities requlred to
obtain the loans, and the high rate of interest payable, is the main reason why
prlvate building is exclusively confined to the erection of houses for the owner

to occupy or for sale to the prospective occupier at the blue-prlnt stage or
1mmed1ately on completion, Owing to their urgent need “‘for housing accommodation
the occupiers are prepared, wherever possible, to put up a substantial part of the

ne¢essary capltal themselves.

For the purposes of additlonal ercdit, public bodies can have recourse to the
Deposit end Loan Fund, and the Low-Cost Housing Societies to their industrial
founders, The INA—Casas is the only institution to finance its acthltles almost

4

exclusively from its own resources, .

As in many other countries, the terms of loans raised during the course of
building, particularly those for short‘periods; are, however, in general, more

onerous than those for long-term mortgage loans (from 10 to 14%),
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At the present time, the principal credit institutions interested in building -
activities are the mortgage banks and the Deposit and Loan Fund. s regards
reconstruction, mention should also be m:de of the two UNRRA - Casas Committees,

In addition, the National Social Security Fund, the National Insurance Organization,
the National Workers! Compensation Fund and the various s:vings banks graht, within
certain limits, loans on mortgage. Second mbrtgage loans are practically

non-existent,

A. Mortgage Banks
There is a National Mortgage Bank and there are also filnancial instibutions

authorized to meks loans on mortgage.

These institutions obtain their funds by the issue of mortgage bonds bearing

interest at 5%, except in the case of issues made by the National Mortgage Bank,

which yield 3%% per annum, These bonds are not issued directly to the public by the

financing house concerned, but are handed over to the borrower at their face value;
he is then, himself, responsible for putting them on the market. They are quoted

on the stock exchange, but almost invariably at a discount which, at the present

time, amounts to from 12-15% in the cese of 5% bonds, and 30% for 3% bondss,

As regards mortgage banks, the total cost of loans for 25 or 30 years, which
is the normal period, is from 9 - 10%, & rate which takes into account the current
market quotation of the bonds, the bank's commission payable for the whole duration

of the loan up to redemption, as well cs texes, interest and amortization charges.

The loans are sccured by first mortgages, but subsidiary collateral is often
required, Loans do not in general amount to more than from 30- 40% of building

costs,

In short, the activities of the mortgage banks are still extensive, Their
loans totalled 25,000 million lire in 1950, of which at least {wo-thirds were

invested in new building and reconstruetion.

B, Building Trade Development Fund

To facilitate mortgage credit and to overcome some obstacles to its wider

utilization in the erection of dwellings, the law of 10 August 1950 empowers the
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Treasury to pu;chase'at their face value, from a special fund bonds issued by the
mortgage banks to offset certain kinds of loans. As a result, the borrower,
instead of obtaining his loan in the form of bonds which he is obliged to sell on
the market at a loss, recelvus the whole sum in cash. The rate of interest on
these loans has becn reduced to AA. The borrower has therefore the two-fold
advantege of a 1ower rate of interest, combined with the elimination of the loss

represented by the difference between the face and the market value of the bonds.

Loans may only be made to persons who propose, either as individuals, or as
members of co-operatives or associations, to build low-cost dwellings for their
own use, The leasing of flats and the transfer of ownership by the first owner are
prohibited for the first five years after completion of the building, 4 borrower
under this scheme is precluded from receiving any governuent housing subsidy.
Moreover, he may not borrow under this scheme if he possesses another dwelling
sufficient for the needs of his family. Dwellings which have been financed under .

this scheme must conform to certain provisions,

Loans must be repaid by the end of the 35 year pefibd, but the borrowér may

redeem them at an earlicr date, They may not amount to more than 75% of the

building cost approved by the Public Wbrks Offices and the bullder must raise the

‘balance of his expenditure out of his own funds. .The,@urtgage bank cannot grant
the loan until he has actually paid his share of the building costs, for the

acquisition of the site or fof initial expenditure on work or supplies,

This scheme, which is at present in its experlmuntal stage, is QpprbCl&ted by

private builders, and appllcitlons for loans are extremely numerous.,

The budget for the financial year 1950~1651 included an appropriation of
10,000 million lire for these mortgage loans, which hzd to be alloccted to the
differenﬁ areas according to their housing needs. The Government hopes to be able
to provide new appropriations in'the 1951-1952 and subsequent budgets'ada to raise
them within o few yeers to a total of 100,000 million lire,

C. Deposit and Loan Fund ‘ : ‘

Communes which are themselves éngaged‘on cheap housing schemes, the Provincial
Working Class Dwellings Institutions, the National Institution for Building Houses
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for State Employees, other public bodies and the co-operative building societies
building houses for their persbnnel or their members, as well as less important

public bodies, may obtéin building loans on mortgage from the Deposit and Loan

Fund. .

To secure such loans these organizations must first have obtained from the
Ministry of Public Works a subsidy payable by annual‘instalments. The amount of
the loan may cover the entire building cost§ approved byAthe Ministry of Public
Works, including the cost of the site. The interest asked by the Fund is 5.8%,
all charges included, that is to say a rate that is extromely favourable under

prescnt conditions.

Amortization of these loans is spread over a lengthy period, although this

period may not, under the regulations now in force, cxceed 35 years.

In view of their attractive features, the Fund's loans are in great demand.
The following figures show the remarkable extent of its lendings to the various

organizations mentioned above:

Year In millions of lire
1948 9,853
1949 10,665
1950 27,666

Applications for credits to be granted during the current year amount to

about 49,000 million lirc., Part of these credits have alrcady be:n opened.

D. UNRRA - Casas Committecs

_ As montioned above the first UNRRA-Casas Committec, apart from its own
building activitiés, made advances to the owncrs of damaged houses to cnable them
to proceed with repairs pending réceipt of compensation from the State. These

advances amounted to more than 3,000 million lire.

More recently, howecver, & sccond Committce has been set up under the same

ndme, which is an offshoot of the International Relicf Committee. It grants

financial aid exclusively to private individuals for the reconstruction of houses

dameged or destroyed during the war. At first the necessary funds were supplied



IM/HOU/NPQI/Il
Page 222

by various international reliof organizations but, at present, it is the Deposit .

and Loan Fund which supolics the money, ' The Comdttoo works in close collabor-

stlon with the Linistry of Public Works, which is the Govermmont department in

charge of reconstruction, Interest does not oxcecd 6.7%, all charges included.

Loans granted arc almost always_equgl to 90% of the réconstruction costs aéproved R

by the Public jorks Offices but borrowers in very straitened circunmstanccs may

even obtain the full amount of such costs. Amortization of thc loans is spread
over a period of 30 years,’ o

These loans arc redeaned by the owners, partly by means of war damage
compensation peynents which they receive from the Govermucnt in 30 annual
instalments and partly out of their own funds. The loans grented in 1950 alone

anounted +o approximately 7,000 million lire.

Financial Assistance fron the Government

Govermmental setion ey take meny differcnt forms, but a consistent feature
of its policy is thet, with the sole exception of the purchasc ot face velue of
nortgage bank bonds by the Building Tradc Development Fund, it hardly ever takes
the form of loens,

The Goverﬁmenﬁ's own building activities over the post-war period have S
involved an expenditure of 75,000 rillion lire; but this forn of housing activity {
has been largely discontinu«:;d°

More novel and very important nowadays, is the INi-Casas Organizgtion.
Although the State ‘docs not itsclf undertake any building operations, this |
Organizationis cctivitics arce entirely findnced from public funds, derived partly
from annual budgetary appropriations (15,000 nillions) and, fof the rest, mainly

from a levy on employers and workers, assessed on the basis of wages, which
really amounts to a2 tox,

A. Assistance to Non-Profit-iizking Institutions

(2) The iutonouous Provincial Institutions for Building Working Class Dwellings,
the National Iristitution for Building Houscs for State Employecs, the communes

end provinces which provide houses for their enployces, the co-operative building
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socicties, non-profit-moking corporations or socistics which build low-cost
dwollings for sale to their occuplers, as well as some othcr less importunt public
bodies and institutions specified in the law, are cntitled to & subsidy from the
Ministry of Public Works up to an amount which on an average corresponds to 4% of
the building costs of these dwellings, calculated on the basls of the initial cost

estimate and checked on completion of the work.

This subsidy is pryable in 35 cequal annual instalments. When capitelized it
corresponds to from 40-50% of building costs. The subsidy is, however, subject to
the condi*ion that the house built with its oid shall conform to specifications
laid down for the working class type of dwelling and shall not be let to persons
vho ~lready possess a dwelling of ot lecast three rooms, with offices, in the same
commune or to persoas who own dwellings boeil® with the help of a Government

'isubsidy or, finally, to persons who must be rcgarded as well-to-do.

In the case of the working-clnss type of house, cach flat must consist of not
less than two and not morc then five rooms, witkout counting offices such as
bathrooﬁ, kitchen, W.C., box-room and entrance hall opening directly on the landing.
It rwust also be provided with inside piped water and its own WeC,, and satisfy all

hyglenic requircments,

The floor space of such a flat (roous and offices) must not be less than
65 sq.m, for two rooms with offices, and nct wmore than 110 sg. . for five rooms
with offices. For the purposes of calculating ﬂubsidies, all non-essential
fixtures or installations arce oxcluded, but in the definition of non-¢ssentials,
duc account is taken of local conditions. Thus, central heating instellations
ney be provided only in the celder parts of the country, and lifts only in houses

with more than four storuys.

The Government subsidics gronted to public bodies under this hoead in respect
of building locns nlready contracted by them anount to 2,000 million lirc per
cnnua for 35 years. A4s to subsidies for houses at present under construction or
to be built under programmes in respset of which loans have already be:n con-
tracted, the Govermment budgit provides for ennual poyments auounting to

approximately 4,000 rillion lirc,
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B. gggpqnsation for Var Damage

Sub31dles payable by 30 annual instalments are granted to owners of hpuse . -

property wishing to rebuild houses destroyed in the course of hostilitics. In

normal cases they amount to 4% of the reconstruction expenditure as approved by
the Public Works Offices.

In communes wherc more than 75 per cent of the pre-war dwellings wers
destroycd and in communes subjcet to special building stendards on account of
earthquake danger, the snnual reconstruction subsidy is 5% of the building costs
approved by the Public Works Offices,

- It is 2 condition for the grant of the subsidy that the reconstructed
building be at least equal to the destroyed building, both as regards type of
construction and dwelling space,

Reconstruction subsidies paid to private individuals up to 31 December 1950
represent an annual outlay of 237,274,080 lire for a period of 30 yearss This
corresponds to a2 total capital investment of 7,118,222,370 lire,

Subsidies in the fom of a single capital puyment are available in communes
with fewer than 10,000 inhabitants for the reconstruction of houses destroyed.
during the war. Capital payment for cach flat to be rebuilt amounts to 80% of
the first million lire thus invested. Building expenditure in excess of the

first million lirc is borne entirely by the owner.

The capitdl subsidy is, however, only granted for small houses which before

the war did not consist of more than six flots.

The same subsidy is available for rebuilding single family houses (even if
they are situated in corwmnes of more than 10,000 inhabitants) preovided the owner

is of modest means and does not possess any other dwelling in the same comuune,

~
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NORWATYX

A comparatlvely large proport;on 01 the Norwcglan populatlon llVLS in th
country or in small urban centres, Only fuur Norwcglan towns have a poyulut;on of

over 50 000 1nhab1tants. The magorlty of hOUScS con51st of small DuxldLngs for one

~or two famllleSQ

Hou31ng output was comparatlvely hlgh during the 1nter~war period.. BothQn
1930 and l9h0, 12,000 to 16,000 houses a year wsre built in Norway for o populatlon
of 3,000,000, 14, 4=5,000 pnr million inhabitants, General housing standards
during that period rese continuously, and the number of smazller houses diminishsd,
In 1920, mor<¢ than 20% of the population were living in overcrowded flats (l.ca,
with more than two persons per room, including the kitehen); in 1939, the

proportion had fallen to %,

During the war 3% of all houses were destroyed in hostilities, Nevertheless,
the factor most influencing the housing situaﬁion was the almost total interruption
in house building for a period of 5 to 6 years, during which, as a result of the
trend of the birth rate in the pfecsding decades, the increase in that part of the
population capable of producing children was small, The shortage of houses was’

estimated at the end of the war to be approximately 110,000.

Destruction of housinv during the war chiefly affected the most northerly
parts of the country, on the Arctic coast, In the edfly years, recoustrdctlon had
to be concentrated in that area, and a special admlnlstratlon waé created for that
purpose, The enormous distances 1nvolved led to very great trunsport &hd other

difficulties, but. reconstruction nevertheless toock place fairly rapidly.

Elsewhere, the shortage of materials and of labour in the early post—War;&ears
kept ‘housing output at a a low lcfel. However, since 19&7 building has been'
reorganized and output has reached a figure correspondlng to or cxcevdlng the
pre-war figure, The increase in the marrlabe rate has nevertheless led to an

1ncreased ‘housing shortage, a shortagc walch was cdlculated in 1950 to be ncarly

125,000 housess.

R T . £
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As has occurred in various countries where building financing has been
effective, but where investment needs in other fields have been considerable, with
the result that there has been strong competition for the limited supplies of
materials and labour, house‘building in Norway has been subject to direct control

through the institution of rationing of materials and of building licences,

The increasing difficulties in building in the past yecar have necessitated
special measures to reduce consumption of materials and the use of labour. These‘
measures are aimed chiefly at the reduction of the output of single-family houses
in fevour of houses for two or more families and at‘the construction of houses
which allow sconomy in the use of wood (the majority of houses built in Norway are
~of wood), | |

1. Financing of House Building -

Credits during building operations. Short-term credits during building operations

are usually provided by private credit institutions, such. as commercial banks and
savings banks. Since the war, the conditions of such financing have been
increasingly regulated under State housing financing measures. In conformity with
a’decision by the State long-tem building credit orgenization to finance buildings
after they have been bnilt, commercial banks, savings banks etc, provide credits
during building operations., Interest on these loans is generally 33%, plus an
additional charge of %,

Before the war the principal bodies providing building loans were the savings
banks, the insurance companies and special mortgage-loan institutions, Building
was financed to a certain extent out of various public funds, pension funds etc.

A substantial number of building loans werc also made by private investors,

The mortgage-loan institutions which played an important part.in pre-war Norway
in the financing of house~building were the credit associations, set up under a law
enacted in 1907, for making primary loans, and the mortgage-loan associations,
established under a law enacted in 1935, for the grenting of second-mortgage loans,
Theée institutions obtained their capital by the issue of bends. In 1939, they
were together responsible for about 10p of the building credits granted.
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The "sm8bruk~og Boligbanken", which was set up in 1903 and reorgenized in
1915, has a special status, It was designed to assist persons with low incomes to
obtzin a house of their own, whether tied or not to a small farm-holding, by
granting them official loans at low rates of intercst which wer&»generally guaranteed
by the local authorities. Its activities were primarily restricted to rural housing.
Ths loans granted by this bank were génerally so small, however, that they sufficed
only for the building of very modest types of dwellings. |

Financial contributions on the part of local authorities were restricted to
certain of the larger municipalities. In Oslo, the contribution was made in the
form of exemption from taxation over a certain period, the guaranteeing of loans
up to a higher mortgage limit than was allowed by the credit institutions, and the
granting of special loans to the co-operative building undertekings. In practice
such 2id from the local authorities only benefited persons in the Iowest income |

groups,

On the whole, the building loan system applied in Norway before the war is
not considered adequate for the efficient finanging of house-building. Ordinarily,
it was possible to obtain first-mortgage loans from the savings banks, insurance
companies ete, at a rate of 4 - 5%, In the cities secondary loans could also be
obtained at a rate of h% - 6%. Such loans only covered 60% of the building cosbts
as a rule, and the remainder had to be met by short-term locns bearing a high rate
of interest and with capital put up by the future owners of the dwellings concerncd,
The financing costs encumbering houses were thersfors very high, - The annual rent
of apartment houses amounted to about 10% of production costs, about 3/4 of which

represented capital charges,

Even before the war, official intervention was sought with a view to securing
more favourable terms for the financing of building operations, and in 1936 a
proposal wés put forward by the Government to set up a State Baﬁk whiich should -
provide second-mortgage loans to cover up to. 80% of the value, but that proposal
was defected, In 1938, a State Commission was appointed to study a proposal whereby
an official credit scheme to promote house-building was to be instituted, but the

work of that Commission was injerrupted by the war and the occupation,
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After the war, the conditions governing housing credits were substantially.
modified, ' Reconstruction of war~demaged areas and new building to make good the
shortage brought about by the war wére tasks of pressing urgency. Building costs

had increased considerably, and as the authorities were intent on carrying through
a housing policy ensuring the provision of dwellings fulfilling certain social
standards the hcusing question and the organization of building credit became part

of the Goverrment!s social programme,

The pre-war plans for second-mortgage loans to be granted by the State were
therefore considered inadequate, In view of the substantial increase in building
costs, the 80% limit for such loans was considered to be much too low. Furthermore,
the loans needed to be combined with subsidies in order to allow rent levels. which
were socially cquitable, It was also considered opportune to introduce a system
whereby ﬁhe whole building enterprise could be financed in a single operation
rather than by ths prev.ous system of primary, secondary and even higher grades of
loans, Negotiations on the subjuct accordingly resulted in the propusal to set up

a State Houslng Bank,

The activities of the State Bank~wére intended, in principle; to apply to all
housing construction in the cities and other densely-pupulated areas, and not only
to the reconstruction of war--damaged properties, The financing of rural dwellings
proper was to be the concern of the aforementioned smEbruk~ug Boligbanken, which
would be reorgenized for the purpose: The businese of financing the reconstruction
of war-ravaged areas (the most northerly provinces of the country) was to be
organized by setting up branches of the twe State Banks; whereby those branches

would enjoy a larger measure of autonomy,

}s regards the economic principles underlying official financing policy; a
primary condition was the establishment of socially equiteble rent levels. In-
géneral, the rent should not exceed one-fifth of the family income and, in the
cass of large families; it should be even less, Developments curing the war had .
resulted in a reduction in interest ratcs, whereas building costs had risen %o an
appreciable extent, Even taking imto account the rise in incomes that had cvecurred

during the war and the increased ability on the part of tenants to pay corresponding
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money rents, it was not possible, because of the high post-war bullding costs, to
attain the proposed objective in the matter of rent levels unless tue rate of

interest were reduced still further or very substantial direct subsidies were

granted, It must be realized that a reduction in the rate of interest to 2y 3 or

L% would result in such a substantial reduction in finaneing costs by comparison,
with pre~war conditlohé that such a measure woula offsct the effect of a L0% increase
in building costs. At the end of the war and the vecupation, the actual increase

in building costs was estimated to be about 50%. When building activities were

resumed, however, a much larger estimate of that increase proved tu be justified,

The most noteworthy feature of housing policy in Norway during the first yeeor
after the war was the consistent effort made to reduce the need for direct '
subsidies for house;building by lowering the official rate of interest. This
implied that the state, through its various financial organs, would dominate the
building credit market e¢ntirely, and it was anticipeted that if the interest on
building loans were once lowered to a level‘(established at 23%) best serving
the purposes of building poliey, the capital interest market in general would
gradually adjust itself to that level,

The reduction in the rate of intercst prcved to be insufficient for the
attainment of a socially equitable rent level., Besldes interest-besring State
loans, therefore, capital subsidies were introduced of a kind similar to the
éupplementary loans which had been established in Sweden during the war years,
i,€4, interesﬁ—free unredeemable loans, calculated according to the expecbted yield
from the property in each case.' A special financial grant was instituted for large

family dwellings.

The housing policy measures adopted in post-war Norway were primarily directed
towards a radical raticnalization of the system of financing house-building. It was
abundantly clear that the private financing methods in application before the war
were inadequate to finance both the reconstruction of war-devastated areas and the
substantial building programme required to satisfy current demand and make good the
deficiency in house production during the war years, The application of a system of

Statc credits was cunsidered to be preferable tu private financing met.ods, as the
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State, in distributing the burden of risk among the taxpayers as a whole, was able .
to assume the greater risks incurred by supplying larger'ioans than private cresdit
institutions could afford to do, On similar grounds; the State was able to assume

the risk of longer-term redemptién and thus reduce annual capital charges,

Furthermore; the State was able to lend money at a lower rate of interest than

private investors, because it would obtein cheaper capital,

~ This system was implementéd in 1946 by the'establishment of the "Norske'
Staiens Husbank®, the purpose of which was to grant.building eredits, prefcrably
for héusing in towns and densely populeated areas, and to act a8 an agent administering
State and local government financial aid for reconstruction and new building.
Certain provision was made for the Bank to grant loans in the course of building
operaticns, especially in war-devastated areas, 4 basic fund of 20 million
Norweglan crowns was allotted to the Bank by the State which, in addition,. assumed
résponsibility for the administrative expenses, Public funds to an amount of
10 million Norwegian crowns were also paid to the bank, 6 millions being provided

by the State and 4 millions by the local govermment authorities, These funds were

to be used to cover any losses incurred in connexion with the loans, Two~thirds
of the amount of any deficits under that head were to be mob by the State and one-
third by the local government outhorities of the arsas in which such losses

occurred,

Ths capital needed by the MHusbank" for its loans was to be obtained by means
of State-guaranteed bond issues, In the event of the Bank being unable to borrow
the capital on the open market at the rate of interest at which the loan was to be

granted, the entire deficit was to be. borne by the Stats,

The direct subsidies which the "Husbank" was to be authorized to provide in .
addition to the interest-bearing loans were normally to be met to the extent of
2/3 by the State and 1/3 by the locel authorities, For calculating the subsidy
required the Bank was to take as a basis the asséssment of ths property in the
light of a socially equitable rent, If the building costs exceeded the sum thus
determined, the Bank was authorized to grant a subsidy in the form of interest-free

and unredsemable loans, later to be rendered wholly or partially interest-bearing, ‘

or to be redeemed if circumstances required. The Bank itself could require that
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the borrower should himself put up a sum, debermined according to indiviaual

circumétances, in order partially to cover that part of building costs not covered

by an interest-bearing loan,

During the years that have since elapsed cvirect subsidies have amounted to
about 15% of building costs, Without the State loans and the subsidies, the rents
of houses built since the war would of necessity have been at least 50% hi gher.
While it is true thatymgney.incomes in Norway have increased still wmore, State ald
for housing is considered necessary for several reasons., The pre-war ratic of
rents to incomes is congidered to have been socially inequitable. In audition,
efforts have been made to build larger houses in the towns and better egquipped
houses in the country, which would have been impossible if rents had been
appreciably higher. It has also been ¢onsidered desirable to reduce the uisparity
between the rents of new buildings anc those of houses built earlier, rent control
regulations having pegged the latter at 10% below the pre-war level, A factor
which secems also to have had some effect is the fear of a fall in the lsvel of

prices anc wages in the pest-war period, as occurred after the first world war,

Ls stated above, a State cradit ihstitution for sccial development purposes,
the "Sm¥bruk-og Boligbanken", had for long been operating for the provision of
loans, partieularly to small-holders, fishermen and forestry workers, At the same
time as the establishment of the n"Statens Husbank', the "Sm&bruk—og BolYgbanken?
was reorganized, the fields of activity of the two State banks were defined, and
the regulations for the granting of loans and subsidies were co-ordinuted on a

uniform basis,

During recent years nearly 80% of all housing built in Norway has been financed

with the assistance of State loans and grants in one form or anothers

I1. Present conditions of financing

The method of finaneing the small proportion of house~building carried out
without State loans is difficult to define, Generally, in suchcases, a very large
proportion of the capital has to be provided by the owner or through the medium of

short-term loans against collateral other than mortgages,
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To State finaneing as practised in the greater part of the house-building

field, the following general rules are applieds

The interest-bearing loan granted by the State Bank is fixed in relation to
the 1ncome~y1eld of the bullding, which; normally, is less than the actual building

ecosts aqu which, under‘glven econcnilce CO”dLLlOnS, is reckoned as equlvalent to the

permanent value of the building, Although, according to law, the Bank is authorized

to'grént loane up to 100% of the amount of the income-yield, this does not occur
in pfactiée; The naximnm level for loans his been set as follows for the different

oategorles of borrowers-

l.A‘BUIldlng carrled out by local ahthO”ltldS or rucagnlzed

co-operative undertakings « o o s ¢ 9 0 o & ¢ b 0 90%

2, Houses for 1 to 4 families built by the prospective

occupants,.rocwao.ooaaa.eae..ce85%
3.0tvh'3rsepaoopQaeaooloovdg05900l75%

If justified by circumstances, these levels can be raissd to 95% in the case

of categories 1 and 2 and to 85% in the case of Catcéury 3,

N

The actual loan-limit is, however, often below the maximum flgures quot ed

. above,- Thus, in 1948, the average loan-limit was 77% of the anticipated value for

buildings to house 1 and 2 families; and 88 for buildings tu house mors than 2
families, In view of the fact that the difference between the loan and the income-
yield from the house has to be covered by the owner's capital and-pbap the majority
of houses built in Norway after the war are the property of théir chupants or of
the CO—Opcrathb undertakin ngs requiring their member—occupiers to put up some
capltal, these contrlbquons fvom nr&vau, sources for housmng are cften on a

conslderable scale,
Contrary to the general practice in Sweden and Denmark, the operators of the
WNorske Husbank" include the granting of primary loans also..

‘The rate of interest ‘of the "Husbenkis" loans is 25%, being cnly about half

the rate obtaining before the war, - Thic interest is pegged for 15 years, and,as
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stated above, tﬁa stabe bears the risk of the vHusbankt st belng unable te borrow
money at that rate,7 During the post~war periocd the ngusbank? has usually been

able to borrow at 2%% owing to the State guarentee of its bonds. Howuver, during
récent years there has been a tendency for the rate of intersst of the bonas issued
by the "Husbanki to be forced upwards, which explains why the Bank!s borrowing

rate has risen above its lending rate,

pedemption is ab the rate of 1 of the initial loan for stone houses and
1.1/3% for wooden houses, The annwal instalment at the beginning of the period

of the loan is thsrefore 3%% for stone houses and 3.5/6% for wouden housesSe

The loans of the "Husbank" are granted subject tu the regulations contrelling
the rents of bulldings let cut as apertments to those govefning the sale of
buildings, which is not permitted without the Bankis consent 4

As indicated above, interest-bearing loans are caleulated on the basis of tne
permanent income~yield of the puildings, To cover the Giffesrence between these
two items, and to allow of a soclally equitable rent, certain categories of
building undertakings may cbtain, in addition to the interest-bsaring loan, a

capital subsidy in the form of an interest-fres, vnredecmable loan.

This subsidy is mainly limited to single-family houses in cases where the

ownerts income is regarded as insufficient to nect his annual housing costs

unsubsidized, and to so-operative and local grvernment undertakings whose houses

are purchased by persens with incomes below a certain figure. A4S an lncentive for

the reduction of building costs; the subsidy is granted in the form ¢f 2 fixed sum
per square metre of habitable area, Owing to the cifferences in building costs
and in levels of income obtaining in the various parts of the country; the need
for subsidies is itself widely fluctuating. For this reason, the country has been
divided into zcnes, the amount of the subsidy ranging between 60 and 100 crowns
per square metre according to zone, On avercge, as stoted above, the subsidy

amounts to 15% of the building and ground costs,

To qualify for the subsidy, the house must be of an area conforming to certain
conditions leid down on the basis of the accepted normal stapdard for & single~

family house, The maximum dimensions pormitted have been successively reduced
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during recent years owing to the need for greater econowy in materials and labqur,

and also for reasons of State finance.

The subsidynmay be reduced in certain cases, such as the absence of a bath-
room or of oiherlfeatures of equipment, and also when industrial undertakings make
grants for the housing of their workers. These concessions by employers are very
widespread and are a factor in the competition for the recruitment of scarce cate-

gories of labour,

These factors create certain difficulties when it is required to calculate

the énnuai repayment instalment on the total capital including the subsidy, since

‘the size of the latter, the size of the loan in relation to the income~yield of

the building, and the sum contributed by the interested party are highly variable,
If, for example, in the case of a stone house for several families, the subsidy
amounts to 15% and the interest-~bearing loan to 90% of the income-yield of the
building, the annual instalment on the State loan, caléulated by reference to the
entire capital (buildlng and land costs), is about 2.7%, excluding any return on
the owner's own investment, If the same annual instalment is assumed for the
latter as for the State'loan, the overall annual instalment on the capital amounts
to approximately 3%. In the case of a wooden house for a single family where the
subsidy is 15% and the interest-bearing loan is 75% of the income-yield of the
building; the twolcorresponding annual repayment instalments would be respectively
2-5 and 3.3%. The actual capital charges which the owner of the property has to
meet are often considerably higher particularly during the first few years after
buildiné, owing to the fact that he has to resort to dearer short-term loans to

cover his own contribution.

As exnlalned above, 2/3 of the subsidy are borne by the State and 1/3 by the
local authorltlesa As a general rule, one of the conditions prerequisite to the
granting of a loan by the "Husbank" is that the local authorlties shall exempt

the building from taxation for a period of 20 years,‘
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As in the other Ssandinavian countries, “here exist in Norway in addition to
cheap general loans and subsidies, special grants for certain categories of house-
builders, These are, however, less well developed in Norway than in Sweden and
Denmark, and usually amount to no more than reductions of interest for families
with more than one child, the rate of reduction being fixed per year and per child,
The local authorities, who have to proﬁide a conbribution of 1/3 for this type of
subsidy elso, have wide powers to determine both the manner in which the subsidy
shall be granted in the district in question and the income and other qualifications
required. '
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Chapter XX

NETHERLANDS

In recent years the birth-rate in the Netherlands has been the highest in
western Burope, and this, combined with & low death-rate, has meant a son-
siderable and continuous increase in the population, Between the two wars,
there was an average annual increasé of more than 100,000, and during the initial
post-war period, the population rose by abbut 200,000 every year. MNore recently,
it has shown a slight tendency to drop. In spite of a certain amount of
emigration in recent years there is still a pressing need for extensive building
in the Netherlands to provide accommodation for the increasing population, quite
apart from the serious problem presented by the aftermath of war,

. From the middle of the 19th century, the lack of facilities for an in-
creasing agricultural population resulted in a very rapid expansion of the cities
and of industry. The Netherlands is to a large extent a land of town-dwellers,
and more than 80% of the population live in urban districts. During the last
half of the 19th century, this rapid development of the towns seriously upset

the. social balance so far as housing was concerned,

Thanks to the far~sightedness and breadth of vision of the housing policy
adopted in the Housing Law of 1901 -~ which may serve as an example - and alsc to
other circumstances, housing conditions in the Netherlands made very favourable
progress during the first 4O years of the present century, The number of one
and two-roomed homes, which in 1900 accounted for about 60% of all accommodation,
represented only just over 20% in 1930 - probably the most rapid impfovement
to be found in any country. In any comparison of housing conditions in the
‘Netherlands with those in other western Bur opean countries, it must be borne
in mind that, in the Netherlands, the high birth~rate has meant that the number
of persons in any given home is, in general, very large,

During the war, atout 90,000 dwellings were entirely desiroyed, and if
account is taken of the number of homes which were partially destroyed or slightly
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damaged, the country's losses'amount‘tdnéiwef'all the accommodation available in
1939.“ hLecording to an estimate made in 1947, this damage and, more particularly,
the complete stoppage of building schemes throughout the war resulted in an
accumulated housing deficlt of moré than. 300,000 homes.,

The serious getback which the finances. of the country suffered as 2 result

' \of war demage and the German oecupatlon, the primary duty of repairing essential
production machlnery and the lack of building materials and labour, all theae

- pesulted in a very small anount of accommodation beinv puilt in the 1n1tia1 poste=
© war, years. From.l9h8, the amount built was large as compared with pre-wer
figures and, until last year, it continuéd to dncrease, though without there

belng any appreciable alleviatlon of ‘the housing shortageo

. The limited amount of ground avallable, and perhaps flnanclal dlfficulties

:a8_well, have led to. certain changés 'béing made *n bulldlng methods since the

5. war, ., Formerly, the number of detached homes or rOWS of houses built was very

large, bu now; owing to the svar01ty of bulldlng 51tes, a larger numbor of
bigger three ‘or four»storey blocks have had to be erecteda- Afver the war few
temporary dwellings were constructed, bubt renenfly, to provide acconmodation
more rapidly for a larger number of familles, the system has to some extent
been applied whereby dwelllngs intended for 2 single household are temporarily

divided 80 that two famllles can be accommodaued.

Trends in ‘the' financing of housewbui ding

. -

The system of grantlng credit wh:le construction is in progress varies a
great deal, dependlng on whether the builder is a prlvate 1ndiv1dual, a commune

‘or a publlc wtilit by undertaklngv Since the war, thls last form of enterprise
has been predomlnant. A prlvate contractor has to pay about 5% interest on the
~ credits granted hom by prlvate credﬂt 1nstitutlons whlle his bulldlng is in
progress, whereas communes -Or, publle ut11ity undertaklngs can’ ralse money for
.thelr building schemea through sho*t-te;a loans at l§% to 2%,

Before the second world war (except for a tlne dur1n5 and after the first
world war), most housing schenes were finsnced 1n the Netherlands from private

gources, After 1901, public funds were made available by law for building
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schanes, but they provided only a small proportion of the capital required.
From.1925 to 1940, up to 85% to 90% was_obtained by borrowing from nortgage
_institutions, insurance companies and éavings banks.

Most of the expense (60% to 65%) is usually covered by first mortgages from
credit institutions at a rate of interest roughly equal to; or only slightly
greater than, .the rates obtaining for government bonds.  Second mortgage loans
can also be obtained at a higher rate of interest, but this is not a common

. practice.

]

Since the’ war, Offlcl&l loans have financed the majority of ‘housing schemes
and the main stress has had to be laid on the ¢onditions under which such loans
are granted.

Feference has already been made to the fact that & systematic building
policy was developed earlier in the Netherlands than in any other couqtrj, The
Law of 1901'made-§r09i510n not only for building and town-planning scheméskbut
‘ also for State aid to communes and, if gusranteed by the communes, to pdblic
Lutility undertakings building 1nexpensive houses in cases where private bullders

“with their private funds could not produce snough accommodatmon.

feature of the'1901 Housing Law which is important for recent ard future
building trends is that it contains provisions relating to non—prof1t~making
undertakings whlch “under the guaraniee of the communes, can obtain flnancial
assistance from te State. These provisions were origlnally inéluded to cover
the philanthropic‘and co~operabive undertakings which had developed to a limited
extent during the se@cnd half of the nineteenth century, Under the Law of 1901,
\ ‘ the recognition of an undertaking as being of public utility méans that it can
obtoin State loans under certain terms reserved for building societies, The
sole object .of. these provisions was to improve housing conditions, and the members
of such societies were not intended to enjoy any financial advantages, except
for a certain dividend on their shares, while the condxtions governlng the fres
d;sposal of the premises and the redemption of bulldlng loans could be altered
‘ only mth the consent of the communal suthorities. In the event of an under-

aklnb closing down, its assets were to be placed at the disposal of the commune,
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Both co~operative and non-co-operative enterpriges have bean ineluded‘
in this eategory of undertakings; they are not, however, independent co—operattve
undertakings és in Sweden for example. On the contrary, they broadly correSpond
to the typs of “social" buildlng aocieiiea instituted by Danish law in 1930,

Under the Law of 1901, the building societies could, Wlth the cmmmunal
guarantee, obtain official loans covering up to 100% of the building costs,
as well as assistance for the purchase of the site, Such loans had to be
redeemed within 75 years, Initia however, their wag relatively limit
During the ten years immediately before the first world war, about 5% of all
accommodation was built by pnblic utility undertakings. e

During the first world war, when house-building in the Netherlands was |
limited, albeit to a lesser dégree than in théﬁmajority of European countries,
including those not engaged in hostilities, pﬁblic utility undertakinge
acquired a mueh greater importance, which increased still further during the
first post-war years, Together with the communes, which earried out building
work under their own managament, they for some years accounted for between 80%
and 90% of total house-building. During that period almost all such construction
was carried out on the basis of financial assistance from official quarters.

In addition to officisl financial agsistance, the increases in building costs
during the first world war neﬁessiﬁated the intéoductién’bf direct State subsidics,
partly in the form of interest bearing subsidies, and partly in that of grants

to cover the war-tima increases in the cost of materials, These subsidlea were
gradually aboliahed during the derlationary periad from 1921 to 1923. -

Betwaen 1920 and 1923, subsidies could be granted not only to puhlic utility
undertakings but also to private persons building for their own peraonal use.

From 1924 to }940 building activity was very marked in the Netherlands,
partioularly at the beginning of the period. Moasures of assistance were taken
for certain categories of persons requiring housing (agricultural workers and
lsrge families living in condemned dwellings), but were not on a very large scales
"Phe finaneing of house-building was effected mainly from private sources, but the
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granting of loans on the basis of the Law of 1901 continued throughout the
period; at that time the communes and public utility undertakings accounted for
10 to 15% of total production.

The situation in which the Netherlands was placed after the war was such

~ that the greater part of house-building had of necessity to be performed with
State financial assistance. Private building credit establishments, it is true,
were o occasion able to placercapital’at the disposal of house-building and, from
‘time to time, the granting of interest-bearing State loans by the competent
authority was completely suspended, loans being obtainable on the public market

at the same rates of interest as those envisaged under the legislstion dealing
with house-building. This procedure was at the same time stronglylinfluenced '

by the fact that the State, in order to carry out its housing programme and to
achieve the objectives of its general finaneial and economic policy, heavily

subsidized new construction,

Post-war Netherlands housing policy has been determined not only by the
specific aims of overcoming the housing shortage and maintaining housing
standards but also, and to a large extent, by considerations of general economiec
policy. This has of course been the case, to a greater or lesser degree, in
all countries pursuing an active housing policy. But these aims are perhaps

more clearly apparent in the Netherlands than in any other country.

Price and wage controls designed to combat the inflationary tendencies
inevitably resulting from the greatly increased investment needs for reconstruc-
tion and from the political and commercial situation of the counhry, wers very
rigorously applied in the Netherlands during the first post-war years, In this
comnexion; the "pegging” of rents of all existing dwelling-houses was regarded
as an essential part of the efforts to stabilize prices and wages, The rents
of the above-mentioned category of housing were maintained at the level of the
spring of 1940, |

Since building costs have increased by about 250% as compared with the ﬁree
war periéd, an "economic rent" for new houses - other conditions remaining the

“same - would have to be fixed at a high level which would not stand in any
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relationship to the rent of the old houses, During the first post-war years
the opinion was held in the Netherlands that the level of prices and bullding

costs would fall in the not too distant future, as had been the case after the
Tirst world war owing'to the deflation 'of 1920 to 1923, -and these views have had

g certain influence, Hence it seemed reasonable to grant .subsidies for the
" time being'to building work which had to be performed .at the new high ‘prices,
- Deprived of State financial support, house~building wes to be further hindered
* by the prohibitive risks affecting new houses with ‘rents much higher than those
- of -older buildings. ‘In additiocn, the "economic -rent". for the new -houses would
" have beeri higher than the great majority of the ‘population could have afforded

£0 ‘pay unless wages were raised to a level not in accordance with the intentions

“of ‘general economic policy, -

is a result, the State was obliged heavily to subsidize house-building in
order to allow the rents of new buildings to be fixed at épproximately the

" ‘same level as those of previously comstructed houses, A margin of 30% was

permitted, During the past few years rents of new houses have, in point of

faét,'someﬁhat exceeded the level previously accepted,:

As regards post~war rent policy and bullding subsidy policy, 1t can be

’stated that the measures taken are mainly in the nature of temporary remedies

intended to flll the gaps caused by inflationary devalopments, This has indeed

' béen the case, to a greater or lesser extent, in the majority of countries
‘which have subsidized new house-building since the war, : It is certain, however,

* that measures of this kind may have to be of long duration should new-.complica-

tions delay the possibility of establishing an eqpilibriun between unstbsidized
bullding costs and rents, This equilibrium may be obtained by a reduction in

" building costs, but the likelihood of this oeccurring must, :particularly in
'view of the inflationary trend of the past year, be regarded as practically nonw-

existent, or at least as being less than might have been expected at the. end of

. the war, Equilibrium, could also be established by a rise in the level of rents

which, if the. relatlon between 1ncomes and rents is to be malntalned, can only

. be 5ffeqte§ gradually by an increase in real incomes and in the value of money.
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It is believed in the Netherlands that a progressive increase in rents is
inevitable. 4 preliminary increase of 15% (offset by certain tax rebates)'was
cecided upon and put into force this year, In this connexion the possibility

could also be investigated of aéhieving, by means of a limited general increase

in rents combined with a tax on 0ld buildings and a subsidy for new production

- obtained from the revenue accruing from such a tax, a more lasting equality of

rents in the various age-groups of dwelling-houses erected with different building

costs. This question could be discussed in the Netherlands as in some other
eounbries,

The financial basis of house-building in the Netherlands after the war has
in the first placé been provided by the State loans granted in accordance with
the relevant Law of 1901, For more than forty years these loans have been

granted, on a varying scale, to communes and to public utility building under-

‘takings. When, after overcoming the difficulties of the first post-war years,

house-building was restarted on a larger scale -in 1947 and 1948 - 70 to 80% of

total production was carried out in this manner. - The State granted loans,

guaranteed by the communes, covering the total building capital, at a rate of

interest of 4% and redeemable in a period of 50 years for the building and 75 years

for the site. Special regulations were introduced for financing the rebuilding

of houses destroyed by war action. As regards buildings constructed by private

persons, secondary mortgage loans could be obtained covering a maximum of 15% ‘ o
of the building zosts,

For the reasons explained above, the State granted a subsidy and took over
the losses on the management of the buildings due to the difference between the actual

anﬁual expenses and the income from rents limited by "pegging" at the 1940 level.

The subsidy as thus fixed was of very cohsiderable-value, reaching 50%,

or even more, of the "economic rent!'i,

Even dwelling-houses built by private persons were subaidized under the
special regulatioms of 1947 and 1948 in the form of an annual grant for a period

of 10 or 15 years of_h%‘with respect to the non~interest bearing building costs,
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At the end of this period the sub51dy was to be converted into a capital subsidy
if this proved necessary, ‘

. When-the Levylopment of the Netherlands money market had’ become such that
the communes (both through the 1ntermed1ary and under the guarantee of the
communes) were able to obtauz loans at a rate of interest equal to or somewhat

ance with the housing law were asked to geek them (with ‘the guarantee of the '
cormunes) on the public market i.e‘ from insurance companies, pension funds,
etc.

" The finanecial assisténce granted to house~building has been successively
modified during the post-war years. In 1948 an adjustment was effected in the
assistance given‘to‘the‘coﬁmunes and to public utility undertakings, and
interest-free loans were provided to the extent of the difference between the
éapitalized value of the permitted income from rents and the real construction .

costs of the building. On’ rev1ew, these loans could later be rendered interest~
bearing if the level of rents rose. A new adjustment ‘was ecarried out in 1950,
affecting prinecipally the conditlons of loans to private persons,

During the last feW'years various measures, including financlal measures,
have also been taken to economize in materials and labour, to reduce the cost
per flat (in large bulldings) and to increase the number of individual cwellings
in a given volume of construction. In this connection special mention must be
made of the so~called "auplex" apartments, i.e., apartments intended for use by

a single family but temporarlly divided to receive two famllies ("duplechningen").*
Reference should also be made to the reduced grants accorded in the case of
blocks of flats capable of being built at ‘cxeeptionally low cast, compensation
here being given in the form of an allocation to a largér number of dwellings.

Present conditions of flnancing

As will be clear from the above remarks, thé'éystém éf finanoing current in
the Netherlands varies oonsz.derably accor ding to whether the dwellmbs are being ‘
built under the management of the communes and public utility'undertaklngs, or
by private undertakings with State financlal support. *Besides these groups there

[SRTR
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is also the minor portion of production which is carried out'without_state
financial support and for, which it is scarcely possible to indicate any uniform

conditions. of finanecing.

As regards building carried out by comunal and public utility undertakings,
financing is based on tﬂe capacity of the communes to borrow the .necessary funds
(either on the public market or from the Staﬁe, according to the housing lgw) |
at & rate of interest closely linked with the lowest available rate of interest
for long-term loans. These funds are at the direct disposal of the coﬁmunes
or are placed at the dispossl of public utility undertekings acting under official

pervision. It should be pointed out thét contrary to the situation during
the first world war and durlng the inter-war perlod, since the second world war
the.greater part of house~building coming withln.thls zroup has been carried out

by communal undertaklngs.

The financial support'gfanted to public utility undertakings is subject to

certaih.conditions under the Housing Law in addition to those which have been

‘indicated above, Thus, as long as the loan is unredeemed, the communes have

"the right to take back the dwelling houses from the undertaking in question,

together with the assets and liabilities involved, Any surplus .which the
managenent of the building may have yielded is &ranted to the undertaking up to
a 11m1t of 20% of its value, the rest being earmarked for the repayment of grants

received, or for pursuing housing policy objectives to be fixed by the conmunes

‘ The latter accept entire liability for losses on the loan. They are likewlse
responsible for constituting reserves intended to. gover any deficits in the

running of buildings;andﬂalso unforeseenvcapitél expenditure.

The rates of interest on 1oans' to cammunes and to public utility undertakings
have fluctuated in recent years ‘between 3%% and h%. The redemption pericd was,

" as has béen said above, 50 years for the building and 75 years for the site, thus

bringing the annual instalmént ‘on the whole of the capital to approximately 4 to
43+ Since the State céased td grant loans and to refer the communes to the
public market, the ‘conditions of redemptioch have varied somewhat without however

having any considerable influéncé’oﬁ’ﬁhe-amount of "the apnual instalment. According
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to the 19&3 regulations on the subaect, the caléulations by whlch the official
grants were determined assumed a rate of interest of 4, In 1950 this rate was
reduced- to 342 although no corresponding reduction had ogcurred on the public
capital market, and this implied an increase 1n the risks of the communes in
financing housing, .« = : : o

(The’ advisability has been discussed in the Netherlands of ccnslderably
prolonging the redemption period for dwelling houses, thereby reduclng annual

‘financial costs)

In vie of post~war building costs, the totel annual coats of construcbion,
represented by the annual repayment instalment on the loan and the annual running
costs (rates and tazes, water, repairs, administration, insurance, deficits on
rents) greatly exceed the income from rent which can be obtained in conformity
W1th the principles of rent policy described above, A5 a rule, the State pays
the dlfference in the form of annual grants, the amount of which during the post-
war years has usually been about half of the total annual costs of the building.
If this annual grant is deducted from the annual repayment instalment on the 1oan
and if the remainder is regarded as net flnancial costs, these latter are normally
reduced to a rate of fron 13 to 2%,

By the terms of the 1948 Decree on the subject, the State grant per cubic .
metre was to cover the difference between, on the one hand, the permitted annual
running costs ("jaarlijkse exploitatiekostent), i.e., annual repayment 1nsta1ments
for the site and the buildlnu, maintenance expeﬁditure up to a eertain aum, rates
and taxes, water, fire insurance, general charges and deficits on rents and, on
the other hand, the amount of rent permitted on the basis of a "theoreticalt
calculation taking account of the principle that the rent'shbuld<as a'rule coinecide
with the total annual costs reckoned according to the level-of 9 May l9a0 Certain
changes were made in this connexion under the terms of the 1950 Decrée, The grant
is no Jonger assessed on a cubic~metre basis, ‘but on the number of units of
sleeping accomiodation available in the dwellings ‘supplement.s may be allowed- in
the case of higher foundation costs (i.e. if-buddt ‘on pilas).~ The Wtheorsticaln’
caleulation has been abandoned. Applioation has to be made to the Communal
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authorities to fix the amount of the rent, which in general is 30% above the
1940 level,

As a result of the higher interest charged on loans, the rents of dwellings

. built with "dear money" had to be increased to L5% above the pre-war level,

Furthermore, the "pegged" rents of pre-war houses were increased by 15% in order

Lo reduce the disérepancy between pre- and post-war rentals,

There are therefore at the moment three scales of rents as expressed in

terme of the rents obtaining in the spring of 1940:
{a) 11s¥ inlﬁhe case of pre-war houses;
(b) 130% in the case of post-war houses built with cheap money; and
(e) 145% in the case of houses built with the aid of high interest loans.

Besides the "maximum grants! accorded to most of the bullding work carried

out by the communes and public utility undertakings, '"reduced grants" have been

made during the last few years amounting to 60% of the maximum grants and taking
the form of fixed sums paid annually. These reduced gran%s are designed to promote
the introduction of cheaper and more rational building methods, When building

can be carried out by means of these reduced grants, compensation is given in the

form of an allocation of a larger number of dwellingse

As regards privete building undertakings (which seem to have increased their
reiative importance during the last two or three years in comparison with 1947-48)Y,
financial aid is provided in another form than that enjoyed by communal and publie
utility undertakings, For private undertakings there was instituted in 1950 a
§o~called bonus regulation, differing fundamentally from previous regulations,
which, as has been said above, invoived annual grants for 10 years in general,
representing 4% of the total permitted non-interest-bearing building costs and
half of the fraction of the building capital still non-interest-bearing after 10
years. This method was considered difficult to work out accurately, liable to
risks and not to provide sufficient incentive for private house building worke.
These grants were replaced by the bonus regulation of 1950, which constilbabes a

direct capital subsidy without security granted from the time of erection of the



IM/HOU/WP,1/11
page 248

buildings, To provide the portion of the building capital not covered by the

‘capital sub51dy for private house’ buwleng,Loana can be obtalned on the public

market (mor tgage banks, insurance companles, etc;), u5h91lJ up to a limit of e ‘
65% and at a rate of interes: which, in the most recent perxod; has been from ;

3l to 4% with redemption at 2% per annum, In addi tlon, obCCnd norugage loans |

may be granted up to a limit of 857 of the value of the non-subsidized portlon.

The ennual repayment instalment-acccunt being taken of the subsidy - on the

portion financed by building icans is normally reckoned at 5% to Go

According to the bonus regulations of 1950, subsidies may be obtained by
natural and Juristic persons fo“ building dwellings with a meximum volume of
375 cuy m. for 31ngle~fam11y houscs and 325 cu, m. for other buildings. This ‘
Limit can on occasion be exceeded; especially in the case of houses intended
for families with more than six children in residence {to a maxirmum of 450 Cue m.). .
hceording to the floor spacz and the number of persons who, in conformity wath
certain standard. regulations, occupy the building, the amount of the subsidy
varies from 3,000 to 5,000 florins for houses for one and bwo faﬁl]’eS, from
3,100 4o 5,200 florins for three-storey blocks of flats for a number of fanllles,’ o
and from 3,200 to 5,600 florins for blocks of flats of four-storeys or more
‘(thus acecrding a certain bonus to multiple storey buildings which reduce costs).
-Further supplements are envisaged in cases of heavy foundation costs (where pile~-
’!‘dFlY1ng_;u involved). On the averags the capital subsidies reach from 30 to 40%

of the total costs, ‘ : < S .

By the terms of *the same 1950 bonus rejulations, private bullding under-
takings may also obtain lreduced grants® up Yo a limit of 60% of the ‘general /
grants, the maximum volume of the dwellinss being in this cage fixed at a lower

figure - 260 cu, m. for single—family houses and 240 cu, m, for others.
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Chapter XXI

UNITED KINGDOM

Introduction

In Great Britain, more than in any‘qther country, the housing question is
connected with the slum problem especidlly in the large cities which grew parri
bassu with the industrial expansion of the latter part of the eighteenth century
and onward, The housing problem in England has thus besn primarily one of social
hygiene, During the periods following the two world wiars, when the écute housing
shortage was the most important factor in housing policy, the task of slum clearance

constituted an important feature of long~term housing programmes.

The first world war resulted in a housing shortage in England and Wales of more
than 600,000 dwellings. This shortage coupled with the need brought about by the
progressive incregse in the number of families, meant that almost two million
dwellings would have to be built over a period of ten years, if the gap were to be
bridged by the end of that period. In that case more than double the production

of the decade preceding the first world war would have to be attained,

Furthermore, by the end of the first world war the capacity of the building
industry had declined, while, owing to rent restrictions and the large increase
in the cost of building, the economic outlook in housing construction was such
that private enterprise construction on a scale adequate to meet the needs of the

great mass of the population was out of the quesgtion,

During the period between the wars, a seriss of housing schemes to meet the
housing shortage brought about during the first world war and to clear the slums
were adopted and implemented with varying degrees of success, The dearth of
materials and labour and the great fluctuations in building costs hampered housing
production during the first postwar years, and the shortage increased, Moreover,
as the ninsteen-twenties proceeded, production resources and output increased
to such an extent +that during the eleven years between 1923 and 1934, total

production in fngland and Wales amounted to more than 2,2 million new dwellings,
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i.e. 28 per cent of the total number of héﬁseé etunding at the beginning of the
nineteen~twenties. Thus, the deficit remaining from ths first world war had in
the main been met, the housing needs of the steadily increasing number of familiss
were satisfied, and it then became possible ‘o abandon the housing,policy'measuras
that had been adopteds In the housing poiicy measures adopted during the remainder
of that decade up to the outbreak of the second world war, emphasis was laid

principally on slum clsarance which was carried out with Government aid,

The housing policy measures taken by the Stete and locai government authorities
and the favourable development of production capacity, building costs and capital
investments in housing construction during the period betwesn the wars, resulted,
on the whole; in a very substantial improvement in housing resources and standards,
altogether, some four million new houses of a generally high standurd were built
in Fngland and Wales, By the outbreak of the second world war the housing

situation in the country was very favourable in comparison with the majority of

other countriss; in addition slum clearance had begun in earnest,

During the second world war, house production came almost completely to a
standstill,  As a rosult of hostilities over 220,000 dwellings were entirely
destroyed, 540,000 seriously damaged, and mor- than 3 million damaged in one way or
another,  The immediate need for new housing in England and Wales was smphasized
in a White Paper issued in 1945 whers it was stated that if every family were to be
housed about 750,000 dwellings would be required. Some 500,000 additional houses
were considered necessary to replace houses that had already been condemned and to
combat overcrowding, Inventories made since that time have revesled that these

figures distinctly underestimated the real housing nced. ' .

During the years jmmediately preceding the war the production capacity of the

building industry in Great Britain was over 300,000 dwellings per amnum, AS a

‘result of the war, however, this was greatly reduced, The manpower resources of

the building industry dropped from 1 million at the oubbreak of war Lo about
340,000; the output per worker was also substa Yy reduced, In spite of the
shortage of labour and materials, however, production in Great Britain unlike that

in the majority of the other belligerent countries, underwent u rapid recovery,
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with the result that by 1946 nearly 140,000 dwellings, and by 1948 nearly 250,000
dwellings per annum were being produced. In accordance with general economic
policy; however, the prograwme has been reduced to about 200,000 dwellings per
aroume.  Between

i o

have been constructed or converted, neverthsless an acute housing shortage continues

"3

the end of the war and +he present year about 1,200,000 dwellings,

to exist.

Development. of Measures for financing housing consiruechion

Befare;thé‘firsﬁ‘worla“ﬁar practically all house bﬁilding in England was in
the hands of private enterprise and, with few exceptions, was financed by private:
capitals Even dUTng the 1nte ~wur perlod, except for a time durﬂng the nineteen=-
twentive; the deOTlty of houses were built by private enterpr ise without any
finaneiil support from the public avtnorities,. al Ougn public financi ing also
played an 1mpor tant and, at tines, a dominan%t role in influencing developmantse

Sinece the- sscondnworld wa.rj however, public finuncing has been the rule.

. The’ most ¢mnn“t¢nq part in thc'financ““g of private housing constructicn in
England has been played by “he building societies, Tae banks, the savings banks
and also the insurance companies; in particular, have to some extent furnished
mortgage loans for housing, but they have been consideradbly less active in this
field, The :building sociéties originated in the form of ¢o-operative credit
organizations which obtained funds %o finance housing on behalf of their members by
a systen of'f@gula*‘ﬂivﬁng and. redemption of members' loans, During the nineteenth
century they developed into credit iqstluu icns covering the greater part of the
market for,hou51ng credit, The building socicties obtain their funds by éelling‘
shares to their members and by accepting assets  from both members and non-members.,
Thus; they act as savings banks: bnt for the qpccwal purpose of finnﬂring housing
projects,  During ‘the period between vhb wars they piayed an increasingly 1mportznt
part in the fineneing of new housLng preduction, and over owe million houscs were
build bv prlv“te ent erprxse with the aid of bvmldﬂng socieby loans, The"e gerer&lly
covelsd up Lo 75 per cent of the es*imau d Vque (up to 90 per cent if addit-onwl ‘
securkty wis given) and werc 1edeemab1c over a pcr;od nos QXC@leﬂg twenty y;ars.
Loans were granted mainly'for'houaes inte Lqed for owner-occupsticn,

relatively few wers granted for houses irt-nded for letting.

L
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The insurance companies have furnished building loans on substéntially.the
same terms as the bullding socleties, but on a very much smaller scale, Contrary
to the experience of the Seandinavian countries, for example, in the United Kingdom

saVings banks have played a relatively small part in‘financing housing.,

Although even as far back as the middle of the nineteenth century and later
under the'provisions of the Housing Act of 1890, local atithoritiss in Bngland were
given powers to subsidize the bullding of workers! dwellings, very few houses had
been built along such lines before the first world war broke out. Under the Small
Dwellings icquisition act of 1899, local authorities were authorized to furnish
loans for the building or acquisition of houses for owner-occupation up to a
certain maximum cost, but here again comparatively'little use was mace of such

facilities before the first world war.

The sltuation vccurring as a consequence of the first world war and the series

of radical measurcs necessitated by the housing shortage when the war ended,Vcauaed

- much greater emphasis to be laid upon public financing of housing than had .

previously been the case,

The problems which had to be solved after the first world war were in the main,..
to bridge the gap which had appeared between substantially increased building costs

and the low returns due to rent restrictions, and to provide housing at rents
within the means of families with modest incomes, Under the first of the post-
war public housing schemes of the period, namely, the addison Scheme of 1919 local
authorities were compelled to prepar: and put into effect plans for the constructiop

of workers'! dwellings in their respective areas, with rents fixed in accordance with

the lev-ls current in the district, The annual loss representing the difference
between actual rent and economic rent was to be met by a Stute subsidy. Under an
amendment to the Aet of 1919 facilities were also afforded for granting subsidies
in the form of a non-recurring payment to private enterprise building workers!
dwellings, Becuusc of steeply imcreused building costs these subsidies turned out
to be somewhat costly;‘ the scheme wss therefore abandoned in 1921.  sbout 200,000
houses were built under it, some 80 per cent of them under the auspices of local

authorities,
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The Addison Scheme was replaced in 1923 by a new project, known as the
Chamberlain Scheme, which established the State subsidy at a certain fixed amount,
i.e. £6 per annum per house for twenty years, subject to the stipulation that any
further losses incurred should be borne by the logal authorities, The scheme was
designed to encourage private housing construction, and the local authorities were
empowered to grant the State subsidy to private building énterprises. Of the
440,000 houses built under this scheme, 80 per cent were built by private enterprise,

5 In the following year, 1924, a further plan, known as the Wheatley Scheme, was
introduced. It was a sort of compromise between the 1919 and 1923 schemes, and
its essential purpose was to produce houses for letting, to be built by the local
authorities and to be let at rentals established on the same lines as under the 1919
scheme, The State subsidy was fixed at £9 per_ danun per house for 40 years (with
higher figures in.the rural districts), Under the Wheatley Scheme over 500,000

new houses were built, practically all of them by local authorities,

. As a result of a drop in building costs, the subsidies»under both the |
Chamberlain and Wheatley Schemes were reduced in 1927, For the same reasons, private
building projecté, mainly finaneed by building societies without aﬁy contribution
from public funds, also increased in importance, About'1930 it became possible
to suspend the public subsidized schemes for housing cdnstruction; housing poliey
in England turned its attention to slum clsarance, (The poliéy_was effected
through a series of Housing Acts, of which that of 1936 was, and still is, considered
to be of fundamental importance in English housing policy.) 4as far as general

P housing necds were concerned, construction in the nineteen-thirtiecs was in the main
carried out by private enterprise and financed by private capital along the lines
© indicated above, without the aid of the public authorities,

It will be seen from the foregoing that the economic and organizational tasks
devolving upon the local authorities as far as housing policy bétween ﬁhe wars was
concerned, were extremely significant, The contribution made by the State, apart
from general measures of planning and control, consisted essentially of subsidies, which
from 1923 onWards were established at certain fixed amounts per annum psr house,

These subsidies had of course a decisive influence on the possibilities of financing
the production of suitable dwellings to meet the needs of families with limited means,
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Even in connection with this category of housing pfoductiéﬂ,'however, the local

.éuthofities wsre obliged to make available other forms of finencial aid. The .
‘ Enélish local authorities were given wide powers to raiée loans for housing, and »
‘the restrictions imposed on their authority to,raisé loans for other purposss did

\

not extend to loans for housing, The larger authorities were empowered to ralse
loans on the money market direct bv issuing their own debentures, or from banks
and insurance companiss, while the public authoritiss in smaller districts, were
given facilities to borrow from the Public Wbrkvaoah Board at a rate of inbterest
depending on that charged on State lbans. Generally speaking, local authorities
were able to borroﬁ at somewhdt lower rates of interest and for substantially

longer terms than private enterprise borrowing from building societies,

The same economic and fincneial problemslérose after the second world war as
after the first with the difference that becéuse of the greater hOusixig shortage ‘
they were more acute. Greatly increased building costs combined with rent
restrictions created economic 6onditioné which necessitated public action, While
housing policy in England betwgeh the wars exemplified various forms of public
financial aid for house-buiiding, with varying contributions by private und public
-contractors and by private and public finanéé, post-war housing p.liey has been
almost entirely in the hands of‘publio 3utﬁoritieé. Except only in the case of
agriculturasl workers, sfate'subéidieé hu?e not been granted to private enterprise,

The téndency.has been to concentrate as far as possible on housing for letting,

Licences have been issued for pfivate projécts to a restricted extent varying
between 107 and 20%.,  PFurthermore, the formalities und conditions for house

finaneing by the local autporitiés have been simplified;

The reason why housing constructiqn by the 156&1 authorities has assumed a '
predominant role in the post—wﬁr pseriod is because the government considered that
priority for new houses should be given to those whose needs were the greatest.
It seemed natural that houging‘préductioh should for the most part be carried out
- under the auspices of ;ocal authoritieé,,ns they were better qualified for
"selecting occupants according to need rather than ability to pay.
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In connexion with the financing of housing undertakeh by the authorities, an

- important change was introduced in the form of the Local Authorities Losns Act of
1955, As has already been pointed out ebove, during the period between the two
wers the necessary funds for financing housing were to a large extent obtained by
the suthorities on the open credit market, Under the 1945 Act, héwever, the
local authorities with a few exceptions were required'to borrow from an official
body known as the Public Works Loan Board, which obtained funds from the Government
and furnished loans to the local authorities at o rate of interest approximetely
equivalent to the rate charged’on State Loans, The rate of interest on Government -
seeuritivs has risen somewhat during the past year, but the rate of interest
charged to the loctl authorities has remained fixed, and it may be said that this
amounts in effect to a smoll subsidy,

The essential features of State-aided housing aiming at maintaining fair
rents at a time when building costs had inereased owing to the war, were
erystallised in the Housing dct of 1946, The method of subsidizing house building
under the Act was substantially the same as had been applied in various forms
during the period between the WAL'S o ‘The State grented a subsidy known as the
"annual exchequer contribution', amounting to £16,10, 0d. a year, for a period of
sixty years, for every house built by the local authorities, conditional upon
payment by the local authorities of o similar contribution amoﬁnting to oneé-third
of the State subsidy, Special regulations were issued in connexion with subsidies
for housing intended for the agricultural population and for dwellings in multiplew -
family houses built on sites where the ground-rent was high, Although the
standord of these newly-built houses tended to be higher than was usual during the
period between the wars,’it was nevertheless possible with the help of these
subsidies to maintain the rents within a limit of 10/~ per weck.

The Housing .ct of 1949’did not inwolve any substantial changes in the re-
gulations governing the financing of building projects as far as new constructions
were concerned, Its nain effect was to extend the obligations and powers
devolving on the local authorities in connection with housing, Whereas under
the provisions of the Housing act of 1919 the local authorities were required to
coter for "working class“ housing, the dct of 1949 made little or no reference to

RS St R A A e SE R R
.
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the "working class", so‘that the obligations iﬁcﬁrred-by:local authorities applied
in prlnciple to all clesses of the community, The 1949 Act likewise made provision
for such things as subsidies for converting and improving existing housing. These

' are pmyable also to prlvate persons, as is not the case with new buildings,:

The predominance of locdl authorltles in housing productlon during the post~

. wWar perlod is illustrated by the following table'

Construction of New Permanent Dwellings in Great Britsin

(thousands)
Year . | Local Authorities Private Buiiders Governnment - Total
- o _ Departments
1946 .1 22 : 27 : - 49
1947 . 9% I C - : 126
1948 188 : . 22 3 213
1949 | 165 - . 22 L 191
1950 o163 - T2 6 195

Source: Monthly Digest of Statisties

 Financing Today

As already stated, the~conditiéhé governing the raising of capital for

. financing local government sponsored housing are contained in the Local authorities

Loans Act of 1945, which stipulates that with certain exceptions, logal authorities
must obtain loans from the Public Works Loan. Board, The rates of interest
charged on the loans are more favourable than would otherwise be obtainable by

most local authorities on the open market., The law also permits local authorities

" to borrow from funds in their possession (i.e. funds set aside.for future debt

repaynents or as reserveé funds) for any purpose for which they are empowered to

ralse loans, . " : .

The ‘interest payable on loans granted to local authorlties by the Public Works
Loan Board at present (Sprlng 1951) is as follows.
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a) for a period.not exceeding 5 years 2%
b) for over 5, but not over 15 years 23%
¢) for over 15 years 3%

These loans must be repaid to the Public Works Loan Board in the form of en
annuity (i.e, by equal annual anounts for interest and redemption combined) over

the following periods:

a) Loans for roads -~ 20 years
b) Louns for supply mains -~ 30 years
‘¢) Loans for house building - 60 years
d)} Loans for pﬁrchase of land - 80 years

Alternatively; the local authorities may spread the repayuent of =ll the above
loans over a period of 60 years, At o rate of interest of 3% this would corres-
pond to an annuity of 3.6%. The redemption period in question is the same as in

the case of State housing subsidies.

Local authorities must have the permission of the Ministry before obtaining
loans from the Public Works Loan Board. This is subject to the Ministryis

approval of the cost and standard of the housing concerned; and the conditions for

repayment of the loan,

The loans are redeecmed by the local government authorities from the so-called
"on the rate fund", which means that the financial risk involved in all housing
projects on which loans are raised devolves entirely on the local government

authorities.

The loans are puid while building work is in progress, so thet no special
financial arrangaicnts for obtaining credit are necessary during the period of
building,

These conditions governing the financing of local governnent housing projects
vary essentially according to the subsidies which are granted by the State and have
to be supplemented by local government subsidies. For every house built under’
local governnent auspices an annuel subsidy of £16,10,0d, guaranteed for a period

of 60 years, is pnyable by the State. For every house in respect of which the
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State grants this subsidy, the local authorities must pay a subsidy of £5,10.0, per
annun, for the same period, i.e. 60 years, These are the "stondard rates®
applying to the greater part of local government hoﬁsing production, and they are
based on the assumption that the nomal 2nnual cost of a house inclusive of capital

costs, repair and maintenance can be broken down as follows:

State subsidy £16,10,0d.
Local government subsidy £ 5.10,0d. . B

Exceptions from the "standard rates" are made in special circumstances and to
meet particular needs. In the case of houses for agricultural workers‘dr in areas
with particularly low rental levels the State subsidy may anount to £25,10,0d, and
the lqpal anthority's.contribution to £1,10,0d, with a supplement of £1,10,0d,
from the County Council.  Special subsidy rates also apply to dwellings in
multiple-family houses,

The scheme for State subsidies for every house built by the local authorities
subject to a certain contribution by the latter was based on the assumption that
‘~with building costs at their post-war level, rentals within the means of families
in modest circumstances would not be possible without some form of subsidy.
Houses built by local authorities are, however, not subject to the general rental
regulations under the Rent‘Restriction Acts; Local authorities have discretionary
powers to fix'their own rents, " The current regulations prbvidg that the loecal
authorities must keep a record of all revenue and expénditure in connexion with
their dwelling property in a special "housing revenue account', Any deficit in
these accounts must be met by extra contributions from local government funds; P
but any surpluses as assessed at the end of each five year period may, at the
discretion of the Ministry, be repaid into the Exchequer and into the local govern-
ment rate fund in proportidn‘to the respective contributions of sach over the past
five years, Thus, the local authorities constantly run the risk of being obliged
ﬁo roepay a part of surpluses on the housing revenue account, if the rental levels

‘fixed by them are such as to reduce the smount of their current expenditure for .

subsidizing housing. As a matter of fact, in recent years many local government

bodies, seemingly about half of them, especially in the larger cities, have fixed
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renbal levels which resulted in deficits on the housing revenue account, with the
result that the local government subsidy has exceeded that stipulated in order to
qualify for the grant of the State subsidy, In this connexdon, it may be
nentioned that the local authorities have the right‘to even out to a uniform

level, rents charged for houses built =t different periods and subject to varying

cannual charges, This would appear to afford a possibility, especially for

local authoriiies with substantial pre-war housing resources at their disposal,
to use surpluses accruing from the higher rents charged for housing built at an

earlier period, for providing further subsidies for new housing,

If the loan charges énd subsidies are in the fomm of an overall assessment
of total capital coéts for housing built under local government auspices, it is"
plain that the results will differ according to the fluctuations in those costs,
If the standard subsidies (£16,10,0d. + £5,10,0d, = £22,0,0d,) and a production
cost of £1,000 (capital charge without subsidy = £36,0.0d,) are taken as a basis
of calculation, the net capital cost will be found to be 1.,4%, while if the pro-
duction cost is £1,500 the net capital cost will be 3.2%. " In this connexion
it should be borne in mind that, as already stated, the local government subsidy

is in many cases higher than that calculated here,

Since 1949 State subsidies have also been obtainable for the eonversion and
improvement of existing houses, Of the calculated annual loss on the capital
expenditure incurred for such purposes the State pays three-quarters and the loeal
authority one-third (§;g)’for a period of twenty years, Under the Act of 1949, |
the local government authority is also empowered to grant a subsidy to private
prOperty-owners,‘equivalent to half the cost of conversion and improvement, . The
purpose of the conditions attaching to such subsidies is to ensure that for a l
period of twenty years, the houses so converted and improved and used by persons
other than the owner, shall be let at a rental not higher than that assessed by
the local government authorities,

As indicated above, only a amall proportion of the newly constructed dwellings
have been built by private enterprise, For these no subsidies are payable,
Under the Act of 1949, however, local authorities have the right in certain
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éircumsténceé, to furnish credits to a maximum amount of 90% of the value, to
private individuals for the purposs of purchasing, building or converting houses,
or to provide suitéble'guaréntees for loans made to private persons by building
societies, The rate of interest charged on such local government loans is £%
higher than that paid by the local authorities on loans from the Public Works Loan
Board, and the period of redemption is 30 years, - - These local govermment
fécilitiéé, do not, however, appear to have been utilized to sny great extent,

.Houéing associationé have ma&e,only a small cdhtribdtion to housing production,
Subject to the bennissioﬁ of the Ministry, these too may obtain similar financial
support from local authorities, = ~Unlike private individuals, housing associations
may also obtain loans from the Public Works Loan Board covering a period of 50

“years, at the same rate of interest as local authorities, . If local authorities
‘provide suitable guarantees, such leans may be granted to cover 90% of the costs,
Furthermore, subject -to-the permission of the Ministry, a housing association .
which has concluded.agreements with local authorities regarding types of houses, ‘
rents and choice of tenants may obtain'the same State subsidies as the local

< authorities themselves,
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Chapter XKIT

SWEDEN

In a description of the methods and technique of financing housing in Sweden,
stress must be pleced first upon certain general characteristics of demographic,
economic and social development{

In Sweden, industry is reletively young, like the towns themselves. While,

| as lete as 1870, three-quarters of the populstion gained their livelihood from

agriculture and relsted industries, the agricultural population at present
represents only about one quarter of the whole. If industrialization has been
late in Sweden, its rate of growth hss been correspondingly increased. While

the urben population in 1870 formed only 13% of the total, today nearly 60% of

the populztion lives in urban districts. Stockholm wes then alone in having more
then lOO;OOO inhabitants.  In two other towns, the population was more than
25,000,  The totel populstion of the towns has increased six-fold during the

lest 80 years, chiefly because of a considersble influx of country dwellers into
the towns.

Running parallel with industrialization and the development of the towns,
there has been a rapid rise in the level of the general standard of living, which,
in comparison with the averege :n Western Europe, was relatively low. This
advance hes been made possible by the fact thot, unlike her neighbours, Sweden has

succeeded in escaping entanglement in the two world wars,

The winter, which is very severe in Sweden, requires weather-resistant
dwellings, well insulsted cgainst the cold; the cost of heating accordingly

constitutes in this country o more important factor then in warmer countries,

As hes already been ststed, urban development, ~lthough proceeding at a
constantly increasing rote, began relstively late, so that existing houses, so
far es concerns the equipment snd quality of feasonably well constructed buildings,
are of recent date, About half of present-day urban dwellings have been built
since 1930, For that reason there scarcely exists any of the slum problems which

occupy so large a place in more highly industrialized countries.

- While the standard of living in general rose fairly rapidly, housihg

standerds in certein respects remained stationary. At the time when the standard
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of living was still fairly low, most houses were tiny. Then in the most

- favourable cases, threc~quartcrs of the population lived in houses containing two
rooms and & kitchen, and in the towns, half of those in the same circumstances -
had only one room and a kitchen. The delay in the rise of housing standards in
terms of habitable area cean be expleined by the extremely high level of rents
during the inter-war years, due in partkto the repeal of the regulation of rents
put into force during the first world war, The target of housing policy in ':
. recent years has been chiefly to increasse progiessively bhe dimensions of Houses;

- and present-day housing poliey is directed téwards building flats containing 2 - 4

rooms and a kitchen.

During the first year of the recent war, house~building underwent o severe
erisis ceused by a sharp increése in interest rates, other finencial difficulties
and a progressive increase in building costs, the result being a y general housing

shortage, The crisis was sc well overcoms by the aid of subsidies that durlng

the last years of the war output, despite shortage of labour and of building
materials, was meinteined ot e high level, After the war, this level remained
. high, glthough limited by the need for obtaining building licences. Since
'~l939, in a1l necrly half a million houses have been built. In addition, in .
rural areas, a considerable numbvr of buildings have been reconstructed and

modernized.

Despite all this, it has not been possible to reduéa the shortage of houses
in urban arers beczuse of the enormous expansion of urben communities between
’1940 and 1950, Indeed, in the towns the incresse in population has, during : '
this period, been twice as grest as in the ten previous yeers and necrly four
times vrc ter than from 1920 to 1930 Thls increass is attributable pdrtly to
'immlgrutlon from otAer countr*es but especially to an incresse in the marriagek
rate and a decrease in the death rate and to the influx of country‘dwellerg |

mentidﬁed at the beginning,

Pargllel w1th the grest expansion of industey and of urban municipalities,

there has been a considerable volums of investment during the postwwar pcrlod

Because of the sqortage of Lebour and of buildlng materials, znd in order to
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combat the effects cf inflation, building has been controlled. The output of houses
has been less in recent years‘than during the early post-war years, this being a '

result, not of financial restrictions, but of direct regulation by building licences,

Increases in the cost of building that have taken place in the last year are due .
primarily to the cost of wood, iron, fuel and wages, They have created a critical
situation, which demands either increased subsidies or an increase in rents, or a

combination of these two measurss,

I, Financing of building

Credit during building operations.  Short-term financing of buiiding is carried out
chiefly by the commercial bunks. Intercst on bank credits is 4 to 43%, to which an
additional charge of 1% is edded., = The local authorities stand surety to a certain
extent for building credits, in which case the rabte of interest is lower, 3%%.
Savings banks znd insurance companies also grant loans during building operations in
order to finance the undertaking; these loans are later converted into definite
wortgage loans. In the matter of State loans for small. working-class houses,

advances can be given on the sureby of the local authorities.

Before the war, house~building was for the most part financed by private credit

“institutions and by private persons. The chief private institutions providing credit

for building were the szvings banks, the commercial bauks and the insurance companies.

The State and the local authoritics nevertheless took a certain share in finaneing . .

‘building, cince 1905 the State has granted loans on favourable terms for the

finencing of small rural working-class houses either tied or noﬂ, with a view to
combating emigraticn by permitting people of limited resources:to get established in

the country,
With the intertion of contributing towards the stabilization of the long-term

credit market for building in the towms, the Mhnicipal Mortgage Bank (Stadshypo-

7

tekskassan) was created in 1909, Its purpose was to furnish capital to be used as

first-mortgage loans (up to 50-60% of the value of the property) at an interest
rate COrresponding by and large to that of State bouds., In 1925 there was set up

for the same purpose the Housing Credit Benk (Bostadskreditkassan), for the granting
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of seéond-mortgage loans (up to 70~75% of the value of the property). These banks
form central organizations for the supply of funds to a number of affiliated local
associatiOns. The banks provide the associations with the funds required for their
loans by issulng bonds, The associations ars cooperative in character. The State
has eonstituted special basic funds as ultimate guarantee for the banks' bonds, The '
interest on the loans granted by these institutions is tied for 10 or for 20 years,

The first-mortgage loan is usually not redeemed, the setond-mortgage loan is redeemed .\
in 40 years. The banks guaranteed by the State have in the recent past provided

about 10% of housing credits, At certain periods, when the other credit institutions
are short of liquid assets, the relative importance of these banks may be enhanced,

partly as a result of the support given them by the National Bank in taking up the
bonds,

In the bigger towns there are banks guaranteed by the local authorities for the
granting of loans for building dwellings on land made available by the municipality, ’

The prinéipal private providers of building credits are the savings banks,
which supply fﬁnds‘by using the deposits made by the publie, Probably about two-
thirds of the resources of the savings banks are invested in mortgage loans, for the
most part in first-mortgage loans, but also to a certain extent in second-mortgags
loans. The loans of the savings banks are granted at an untied 1nterest rate at
present of 3i% for flrst-mortgage loans and 4% for second-mortgage loans. An
amendment to the law in 194, enabled the savings banks to tie thelr loans to a certain
extent.‘ The number of savings banks is nearly 500; they are scattered throughout

the country except in the most northernly arcas., In all, they provide 15 to 20% of
building credits, ’ | '

Thd part taken by the commercial banks (Aff¥rsbanker) in the financing of house~
bulldlng consists mainly in the granting of short-term loans during building operatlons‘

which, when those operations are ended, are exchanged against loans in other credit

institutions, The Commercial banks to some extent also grant primary and secondary
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The insurance companies play an important part in financing building, especiolly

in the large towns., Their loans are mostly primary and tied for 10 ycars, but also
to a certain extent secondary, The investments of these companies in bulldlﬂg form
about a quarter of their total resourﬁeg. They also play a part indirectly in

property credit by their purchases of bonds of mortgage institutions.,

Besides the institutions mentioned above, housing credits are provided also by

certain administrations (e.g. the post office) end by private persons.

Apart from the loans for small rural working-class houses mentioned abovs
(and certain supporting measures taken during the housing crisis from 1917 to 1923),
the grant of State housing credits did rot amount Lo very umuch before the second
world war. From 1930 to 1940 a more active housin 3 policy was pursued, 1ts aim
being chiefly to give financial assistance for the provision of houses to, and the
improvement of the houses of, certain groups of people whose housing conditions
were unsatisfactory. The measures baken by the State in this respect have been
State loans and grants for the improvement of wnsound rural 1 dwellings (since 1933),
loans and grants for houses for famllles with three or more shildren (since 1935),
and grants for dwellings for pensioners (since 193 ). Within certain limits, loans
have also been made to co-operative building organizations.  The muricer of dwellings
built with the financial assistance of the State ho s nevertheless beoon relatively
small by comparison with the total production of hnouses, which, uupkclally betw.en

1935 and 1940, has been very considerable.

4s a result of the crisis which befell the building industry during the first
years of the war, the system of financing has been medified in ibs essentials, To
meet the crisis and to permit the building of dwellings at the level of rents in
force, the State has taken over in prineiple the finoncing of rigl-brnying nousing
credit through the medium of third-mortgage loans at a low rate of intzress
guarantees which themselvus permit large loans and a long redemption pericd.  Sinecs
the putting into force of this system of State cre- Mits, 70% te 90% of the output

of houses has been financed by State loans,
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Tt is important, to note that these State crcdits have not reduced.the huildieg
credits provided by the private predit institutions mentioned abowe;  but have
complemented them by providing cheap long-term credits.for-the higher part of building

Fééggéal; which previously was covered by ¢ostly short-term credits. At present

normal financing of house~-building is such that first and second-mortgagé loars:

(up to 50-70% of the value of the property) are provided by the suvings banks, the
insurance companies, the Building Loan Bank cte., and to them is added a State loan

as a tertiary credit. These State Joons sre granted to all categories of under-
takings to municipal und@rtakings, to co-operative organizations and to private concerns.
This State finaneing of house-building on the open market toék’shape bit by bit betwecn
1940 and 1942, This cheap eredit haé made it possible to céunter to a large extent
the increasing cost of building during the war years, the State loans involring M‘
control over building costs and renté. Certain compiementary measures have also

been taken in order to ensure an output of houses without an increase in rents; they

are, in particular:

1. A fixed Stete-guaranteed interest for a period of ten years, for first and

second wortgige loans. By the terms of this guarantee, if the rate of interest on

the general credit market, and therefore on first and second nmortgage loans, axceo 7
the rate fixed at the beginning, a corresponding reduction is made in the annual
“instalment due on the State loan. In this way the capital costs of bulldings are
stebilized and the risks involved in interest fluctuations on the market are done
away with.  From 1941 to 1945, the interest guarantee was in force for & rate of
33% for first-mortgage loans, and later for a rate of 3%, ~ The costs to the State
involved in the guarantee were very small, the real réte of interest having broédly
correspondec to the guaranteed rate. Last year, howcever, an iﬁcrease of %%’in the

rate of interest has iavoived the State in cuaranteoe cests for loans granted nrevicusly,

2s fo-called complementary loans, The increase in building costs “uring the war

years having exceeded what could be combated by State inter=st-be=: ing loans, there
wefe established in 1942, with a view to maintaining the level of rents, com.lementary
unvedeenmble.interost~froe loans, such loans being therefore in the nature of pure
subsidies, This form of loan was chosen in anticipation of a possible rise in the .

level of r

@

nts to such an extent that the complementary loans could later produce
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interest and be redeemed. Four-fifths of these complementary loans are granbed oY
the State, one-fifth by the local authorifies. At the beginning, the complementary
Toens were fixed individually for each preperty (except for buildings conelsting of
one or two flats), but since 1946 they have been at standord rates (calculated according
to the habiteble area of the houses), differing in such a way thal emall localities
with low incomes and rents receive higher complementary lozns and large localities
receive smeller (at Stockholm, no complementary loan has been granted).  After 10
years, the complementary loans are reviewed, and & decision taken as to whether they
should be tobtally or partially remitted, or else converted into redeemadle interest-
bearing loane in the event of the level of rents having risen. This form of general
subsidy, as represented by the complementary loans, to prevent the increase in
building costs from affecting the levsl of rents, hos, relatively speaking; not been
very widely applied. Between 1940 and 1950 such loans represented all in all only
5 to 104 of the building costs (including the value of the sites) of new dwellings,
The principal means whereby the level of rents has been maintained have been cheap
interest-bearing tertiary loans,; control over building costs and rationalization of
building. The increase in the cost of building last year has, however, as already
pointed out, created a fresh situation which necessitates a choice between a rise in

the level of rents and an increase in subsidies.

The financing measures adopted during the wer, which were nads necessary by the
crisis at that time, were consolidsted and extended during the years bmediately
following the war with a view to bringing about a progressive increase in housing
standards for the majority of the population; The seccond part of this study gives an
outline of the present situation,'which, however, in view‘of recent developments will

shortly require modification,

II. Conditions at present governing financing

4 small proportion of the nhouses built are financed without resort to Statu loans.,
As far as individual houses are conterned, this applies especially ,o big properties.
The most favourable terms‘fdr State loans ere applicable only up to certain lindts
(up to the present 140 sq, metres; in ths future approximately 115 sq. mebres).

-

State loans are also granted to larger properiies, but on terms which are much the
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same as for financing through private sources. As far as apartment houses are
concerned, certain categories cannot benefit from State loans, for example particularly
well-situated properties at high rentals, propérties containing a large proportion

of shops, buildingsbuilt by industrial concerns to provide accommodation for their
employees, For these categories it is very diffieult to lay down any general rules

concerning financing,

In the majority of cases, consisting of ordinary dwelling~houses, where recourse
is had to State loans, the method of finaneing depends on the terms of those loans.
The rules applied to houses intended for several families and those to houses for a
single family (with which are included houses for two families) differ in certain
respects, and it is preferable to study them separately,

1. Loans and grants for multi-family houses

Tertiary loans for multi~family houses may be granted to various categories of
undertakings, these being divided into three groups in respect of the terms of the
loans: municipal undertakings, co-~operative undertakings and private undertakings;
certain special rules exist also for industrial undertakings which build and manage

houses for their employees,

a) DMunicipal (or public) undertakines are characterized by the fact that the local

authority exerts a decisive influence in the administration of thé.undertaking by
nominating the majority of the board of directors and by taking part responsibility
for any losses resulting from the administration of the property, losses due to bad
management being in prineciple borne by the local authority and losses due to economic
risks (periods of crisis, alterations in rent ete,) being borne to the extent of
4/5ths by the State and 1/5th by the loeal authority.

State tertiary loans to municipal undertakings may be as much as 100% of the
value of the property,

b) Co-operative undertakings, affiliated for the most part to one of the two large

co~cperative organizations active throughout the whole country and created by
‘associations of tenants and by trade unions of building workers, are»characterized

by the fact that the building is the property of an association whose members reside
in it, each of whom Fossesses his own flat with é well~established right of ownership,
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These members pay down a sum corresponding usuelly to 5% of the value of the flat, and
when they sell it they are entitled to receive their share of the money paid back

on the flat,
Tertiary loans may be as mggh as 95% of the value of the property.

c) Private undertskings are variable in noture and in importance; they may consist

of large groups of building contractors or of smell contractors., The tertiary
loans they can obtain may reach 85 to 90% of the value of the property, the mortgage
limit being for the most part higher for small contractors with little capital.

Co-operative municipal undértekings, and to a considerable extent co-operative
undertakings also, chiefly build large buildings, which are frequently erected in
stages over a number of years and are equipped with various common services (large

central heating plants ete,). When the buildings are erected, they are managed by

& single administration., Private undertakings are responsible for the majority

of small dwelling houses.

Undertakings set up by industries useful to the country's economy for the purpose

of providing their employees with dwellings may procure third~-mortgage loans up to

‘as much as 95% of the value of the buildings if the industry concerned stands surety

for the lgan granted up to 85 to 95% of the value.

Except for the limit of the higher mortgage, the finesncial conditions applying
to the different categories of undertakings arg on the whole identical.  These

general conditions are as follows:

a) First and second-mortgage loans are granted by private eredit institutions,
as mentioned above. Normally 70% of the value may be obtained in the public market.
In the event of financial difficulties affecting private property-oredit institutions,
the third-mortgage loans granted the State may be increased to cover as much as 60%
of the value for buildings containing several flats, according to the rules applied
so fary they may also, under an amendment adopted this year, be granted in respect

of a lower limit, after special examination of the case,

b) Interest on first and second—ﬁmrtgage loans is, as already stated, guaranteed,

at 3% in the case of the former and, generally, at 3%% in the case of the latter.
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'As interest on State bonds is at present 33%, those rates of interest involve a
certain element of sub51dy because of the lower interest rate allowed equally to all

categorles of anueruaklngs,

b) Interest on third-mortgage loans is 3%, This rate has been fixed to corres-
pond in principle with 'that of the fixed loans of the State, which, from 1945 to 1950,
was 3%, At present interest on third-mortgage loans departs from the generel principle,

in that it is too low,

d) ' Third-mortgage loans are repayable in 4O years., This fact, taken in con~
Junction ﬁith the rules at present in foroe‘fof the repayment of first and seeond-
mortgage loans means that 0,75% of the entire building capltal is paid back annually,
The annual instalment is th@refo”e 3 75%.

{Private undertaklngs have to pay back slightly more in the early yesrs on
account of the fact that in that period upkeep costs are low and tne building therefore
shows a su*plus greater than the normal one over a long period,) Upkeep expenses
normally constitute 3% of the value (including heating at "peace-time prices"), so .
that the annual rent is 6,75% of the value of the building,

e) In addition to third-mortgage loans, all cateéqries of undertakings may

obtain the complementary loans already mentioned, which vary according to the different
urban groups, In those localities - chiefly in the north of the countiry - where ’

these loans are greatest in ext.nt, they enable a reduction to be made in rentals \
fixed in accordance with the terms of the third-mortgage loans, a reduction which

nevertheless does not amount to as much as 10%.

2, Loans for one~family houses . !

In SWeden; buildings for a single family practically always belong to the
famlly occupying then (with the exception of houses for dgricultural workers). Loans
for the building of such houues therefore generally constitute the financing of “homs-
ownership", Unlike current practice abroad, it is very rare in Sweden for one~family
houses to be rented, Ohdmnmrllyi the initictive in the building is taken by the .
future owner of the house, his f‘amily very often taking part in the work of building, .
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State loans for this category of house may be as high as 90% of the value of
the building, When the future owner takes a share in the work he cain often have
a house of his own built without having to supply more than a comparatively small

amount of bthe capitsl himself,

Generally 50% of the capital required is procured by'loans in the publlc market,
chlefly from the savings banks, Interest on the first-mortgage loan is guaranteed
at 7%, as in the case of bulldings with several flats. When loans are unobtainable
in the public market, a state of affairs that happens most frequently in the most
northerly areas of the COunﬁry, State loan may be granted “from the bottom up"

Interest on a State loan is 3%, and the redemption period is 25 years, which
corresponds to an annual instalment of 5. 7%' As the first-mortgage loan is some-
times not paid back while the State loan is still in being, or as sometimes small
instalments are paid back right from the beginning, the annual instalment for the
whole debt on the building usually variés between 4 and 5%. Single-family houses
construeted w1th the aid of State loans (maximum limits for habitable area) enjoy
a cayltal subsidy corresponding to the complementary loans granted to multi-family
buildings in the shape of exemption from interest and repayment for a part of the
State loan, fixed at 4,000 kr. per huil&ing. Before the recent rise in building
costs, this sum reprasented 12 to 15% of the cost of building an ordinary single~
family house. If calculated for the whole capital (excluding the contribution
of the individual concerned by his share of the work or by his capital),the annual

instalment then represents between 3 and L%,

3+ Special subsidies for house construction

There are special loszns in the nature of subsidies for new buildings and for

the improvement of dwelllngs for agrioultural workers and the equipment and modernlzatlon

of old rural dwelllngs. By raising progressively the standard of rural housing
through State financial aid, an effort is belng made to bring it up to the same level
as town housing,

The problem of housing for the aged has also given rise to special measures.
The State makes grants to local authoritles, which build dwelllngs for rent at a

very low rate to old age pensioners,
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) A very considerable factor in the development of housing condltions is the
glVlng of grants by the State to enable families with very young chlldren to benefit
from rent reductions (family accommodation grants)t, These grantg, on a parallel

" with thé .cheap lo ns. for house construction, form the chief means of combatingdfn the
‘long run the small size of dwellings and of improfing general housing standards.

" At present these grants are given to families with at least two childrén under - ;
" 16 years of age and whose income is 1ésé than a fixed'amount, the latter being )
“Tower for large families.than for small. The income ceiling is fixed in such a

., way as to cover the great majority of families with ordinary incomes. These grants

consist of a fixed amount of 130 kr. per thild in the family (higher grants may be
secured for singleffaﬁily houses, and dre tied to d fixed grant for each flat, a
grant originally established becaﬁée of the increase in the jrice of fuel, These

grants are not paid out in money, but in the form of a reduction in the rent or in

for such grants, it is essential that the dwelling fulfil certain conditions as '
regards habitable area and equlpment (inter alia, central heating and a bathroom),
For State flnanc1al reasons, the grants have so far been limited to houses built

after 1947 and to QlQer houses alréady enjoying grants. These family accommodation

-grants are chiefly'intended to ensure that under new building programmes the housing

needs of families.in the lowest income groups and with children tQ bring up are not
neglected. The relative size of these grants is such, for example, as to.enable

a family with three children to benefit by a rent reduction of almost one-third,

and a family with more than three chlldren to beneflt by a rent reduction of nearly
half, ete, Whatever the type and sige of their famllles, rent reduction grants .
are also given to persons with very small incomes.- These grants amount to 3 kr,

per square metre of habitable srea, of which the State pays 2 kr, and the local
authority 1, This grant corresponds to 10-15% of the.rent in new buildings of
ordinary habitablé.area. It is usually granted only to accommodation in buildings

| adminmstered by munlclpal undertakings,

‘. ’I‘o summarize the loan conditlons and the subsidies towards the full financing ‘
of the costs of the chief part of housing output brought about with the.aid of
State loans, it can be said that these costs vary considerably, chiefly in respect
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of family accommodation grants, A4 characteristic feature of Swedish houeing poliey
is that subsidies are to a great extent granted to families with children to bring
up; 80 that they form an addition to general children's allowances. In the case of
a large family the amount of the loans and the conditions of the subsidies which it
enjoys may be such that its sccommodation costs it nothing, . When individuals enjoy
neither family accommodation nor other special grants, but when their housing
expenses are determined by State loans and general subsidies (subsidies formed by the
complementary loan for self-owned houses) these expenses amount to 3.75% in the

case of multi-family buildings and 3-4% in the case of single~family buildings,
Expenses zre more varisble in the ocase of the smaller pragortion of house eanatruqtion
carried on without recourss to State loans,
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Chapter XXIII

SWITZERLAND

Before studying the methods and techniques of finaneing housing in Switzerland,
‘it will be useful to have a brief sketch of: ‘ T

"I, Savings and the different forms of saving
'II. Rents’ o B -
III. Legislation to encourage the building of houses,

I. Savings and the different forms of saving

1) The savings habit is of long standiné and very wideépread among the Swiss
people., They make their savings available to public and private banking |
institutions and to the public¢ authorities in the form of sight deposits or of
short- or long-term investments or by.subscribing to loans, The Swiss financial

market is on the whole very liquid and is marked by an almost constant decrease

in the rates of interest on capital, Those facts are illustrated by the following

extract from the Swiss banks' balancc sheet for the years 1944 t6 1949 (Table 1)
and by the statement of the position of loans (in the form of bonds) raised by
the public authorities and banking houses for 1938 and 1944-1949 (end-of-year
figures) (Table 2), ' |

Table 1
Extract from the Swiss banks' balance sheet
(in millions of Swiss francs)

Savings Deposit Bonds and Loans
Year bank accounts cash Bonds Mortgage

deposits vouchers bonds
1944 64,07 751 3818 529 736
1945 6605 755 3837 L75 736
1946 6903 794 3956 459 784
1947 7239 856 4024 505 8514,
1948 7469 88l L174 587 1050
1949 7915 967 44,38 570 1061 i
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D e s st

Table 2

[
-

Total amount and average yield of loans in the form
of bonds raised by the public authorities and banking

.+, . .. . institutions since 1938 (end-of-year figures)
Confederation Cantons | Communes - - Bomd | Benks :
Offices
Year g s W SR
Total | Yield, Total |Yield| Total | Yield; Total | Yield; Total |Yield
in % in % | in % in % in % ’
millions «imillions - . imillions| . . imillions| millions

1938 | 2185 | 3.83; 1656 | 3.90| 992 | 3.87( 638 | 3.68 63 | 3.95
1964 | 6244 | 3.210 1593 | 3463 901 b 337 L2 | 3ukk] 529 13055
945 | 7290 | 3.20] 1555 | 3.5 | .. 87L [ 3.55] . T2k | 3.35| 475 | 3.6
1946 T 7826 | 3,20] 1582 | 3.481 829 |.3,51) 7R | 3.27 k59 | 3.42
195771 7423 | 3.9 1604 3,4h | 824 L 3.471 837 .p 3425.:. 1505 1 3.29

Toue | 7032 | 3.220 T1574 | 3.4b |- 880 .| 3.k2:f 1031 i 34260 587 | 3,31
19491 C6A72 | 30300 W74 | 3.371 933 )-3.k24 2051 | 3.25 570 3,28

i

N
:

The importancé of mortgage loans'in'Switzerland is cleagly shown by. the
" ‘accounts of Swiss finance houses, The large amount invested in mnrtgagea,;a-mainly

due to the confidence inspired by the Swiss real estate system and our,panking

houses, ,

"7 Table § 'shoWs the’ totals for mortgage loans for the years 1937 and 1949.

LR LT I IR e o h oA
wobes dems wr hew.
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a) and below 3%

Breakdown of mortgage loans with Swiss banks according to
rates of interest in 1937 and 1949
(in millions of Swiss franes and par cent)
Rate of 1949
Intecest % :
Total __Per cent Total Per cent
3 - - 59,8 */ 0,53 *
3% - 294k 0.26
34 62.1 %) 0. 2 8614.2 75 .65
3% 58,7 0,70 1949.8 17,12
b 52564 62,64 5550 4,88
L 1877.2 22,37 116.9 1,03
L 675.2 8,05 49.2 0,43
b3 246.7 2.9k 7.1 0,06
5 and 215:5 Ru55 5.3 0.04
over ,
Total 8391.8 1C0.0 11386.7 100,0

b) and below 33%

2) Expenditure by the Swiss people on various types of insurancc policies
taken out by them is one of the most important forms of saving in Switzerland.

The large reserves in the hands of private insurance companies and public provident

" institutions provide a steadily increasing proportion of the money lent on

mortgage in Switzerland and, hence, for financing building. The total paid in
insurance premiums in the years 1944-1948 is shown in the table below (in millions
of Swiss francs), . '
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Table 4
Bxpenditure on insurance policics taken out by the
Swiss since 1944
(in millions of Swiss francs)
Branch of Insurance l9h4 : 1945 | 1946 1947 1948
Life | 3504 | 340.2 | 373.8 | 378.9 | 393.6
Old Age - - - - 57708
Pension Funds 25,1 23745 2Lhel | 254.7 278,0
Othors 463‘5 520.7 593,8 682,1 761.&
Pobal 10040 | 1098.4 | 1211,7 | 1915.7 2010.8
II. BRents-

1) The rents for flats arc on the whole high enough to provide an cconomie
return on the capital invested, and generally specking they represent from
10 -~ 255 of the tenants! income, on the average to 20,

2) Since 1936 rent control has been exercissd undgr the Federal Council
decree of 27 September 1936 concerning extraordincry measures in respect of the
cost of living combined with monetary meosures, ‘

3) The order of the Federal Department of Zconamy of 2 Septembor 1939

relating to the cost of lving and measures to protect the market froze the rents
in.force on 31 August 1939,

For ront fixing, the following rules arc at present in force:

a) For houses built since 1 Sceptember 1939 without financizl ass1stance
~ from the public authorities, the rule is thot the rents should covar
the actual and legitimate costs and charges, |
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b) For new dwellings ready for letting efter 1 Scptember 1948, and in
order to encourasge private building, a éross yield of 6.8% on the
gross construction costs is permitted without a detailed statement
of the expenses being required,

L) For houses built since 1942 with the financial assistaence of the publie

authorities, the rents are fixed in each case by the authorities providing the

subsidies,

IIT, Legislation to encourage houss building

1) Tho building and financing of houscs have always been in the hands of
private initiative, and the public authorities have only intervened in this
field during the housing shortages following the two world wers of 1914 and 1939.°
Only the laws on land improvement provide for regular budgetary appropriations
to help finanée the construction of rural settlements and accommodation for

agriculturel workers,

2) The legal besis for the spccial measurcs taken by the public authorities
during and after the sccond worid war to encourage the building of houses was:
the decrees issucd by the Federal Council under its emergency powers, and from
1948 onwerds the federal decrce of 8 October 1947 under article 34 quinquies

of the constitution on family sccurity.

The bensfits of that decrce were conferred not only on Swiss nationals but |

also on foreigners living in Switzerlend.

3) After the housing shortege hed becomé much less acute, the Swiss people
rejected by the referendum of 29 January 1950 the propesal to prolongkthe |
measurcs to cncourage the building of houses, and subsidies were discontinued
after 31 Deccmber 1949.

L) A few cantons and towns, whoere the housing shortoge is still somewhat
sorious are continuing to cneourage house building by gronts and loans or by
giving housing allowances to needy tcnants. These allowences have nothing to do

with the measurss taken.under the public assistance plan.
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_ .. This brief sketch shows that the public authorities no longer play any
part in house building excopt insofar as rent control is concerncd, and that in
the future as before the war the task of keeping the balanae betwsen supply and
demand as rcgards housing will be left almost entirsly to privete initiative.

- A clear picture of the policy adopted for finahcing'housingwcan be optained
by studying: |

(a) the financing of new housing; . .
(b) the financial assistance formerly given by the public authoritiss,

A. The Financing of New housins

+1) Capital for house building can be obtained from a number of banking
institutions which grent crodit for building and mortgege loans. - Thege are:

the cantonal banks,
. the public land banks,. ' , :
~ local land banks, | ' : CL
commerciel banks, |

savings banks, and to a growing extent insurance companies, -

Two official institutions, the Central Mortgege Bond Office of thé‘Swiss

++ Cantonal Banks and the Mortgage Bond Bank for Swiss Mortgage Loan Institutions,

grant only a few mortgoge loans direct; they mostly confinu themselves to:

- flnanclng th»lr menbers (thc cantonal banks and the official 1and banks) by .
' rovidlng thpm with long-ternm loans at a fiﬁud rate,

2) BuildingICfbdits'are provided by the public and private bhnks and the
N

insurance companies in the form of short-term loans. Security for ro -paynent

< o0f the loens is provided by the borrower signing'a first martgqge on the land

on-which it is proposed to build, Tha monsy is made'availabié by the ian&iﬂg
institution ws the work progresses; ‘it has to be paid back in a- lump sum at-
the time of funding when the building is f'nally. completads © oo =R
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3) The building credit is then replaced by a mortgage, mortgage bonds
or notes of hand; first mortgoges usually cover up to two-thirds of the average
value after copitelization oﬁﬁﬁhc,incbmé and the intrinsic value of the building;

second mortgages cov.r-up to 85% of this average value.

First mortgages are grented for sn unlimited period without additional

sccurity being required; second mortgages arc usually granted without additional

security, but must be rodoomed witiin a period varying from 10 to 20 years,
Third mortgages always have to .. redecmed within a fixed period and require

additional security in the form of share or other certificates or life insurance

policics offered os covier or actuslly deposited.

Plans for financing new housing are usuelly besed on the building costs being

covered as follows:
Money provided by the builder 10 - 20%
First and sccond nortgages 55 - 605

Funds from other sourccs or third
Mortgages 20 ~ 35%

B, The financial assistance siven by the public authoritics

The Confederation, as is shown by ﬁh’ wesures teken by the Federal Council
end the Pederal Parliament, chosc subsidization aé the best means of encouraging
house building to overcome the housing shortage during and aftor the second
World War,

1) Federal Council Deerce of 30 Jurce 1942 concerning measures to reliove the

housing shortage and encourcge building (Action 1),

This decree provided for fedursl grants of not wmorc than 5% for houses
built by privete persons; such grants were made on condition that the canton
contributed at lcast twice as much (the corrmne possibly providing part of the
sum). Federal assistance for the building of dwellings by commmnes and
co-~operatives for public utility purposcs ancunted to a maximum of 10%, and the
centon had to contribute (Possibly jointly with the commune) at least as much as
the Confederation, »

e L
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Federal assistance was only to be given for simple but completely hygienic

houses,

The net cost of the building per hebitoble room was not, as a general rule,

to excced:-

Flats with - Flats with
2 habitable 3 habitable
roons roons

In urban commmnes ‘9,000‘ | »8,500’

In rural comrmnes : 8,000 7,500

Flots with .
L, or more

habitebls rooms

8,000 Swiss francs

7,000 Swiss francs

Prefercnce had to be given to buildings of a sociasl charceter, beccuse of

the necd to find accommodation for large or poor fomilies,

It was laid down that the subsidy was to be peid back in full or in part,

should a2 hous¢ built with federal 2id be turned over to purposes other then

those mentioned in the decrec, or be sold at a profit,

That obligation had .

to be mentioned in the londed propurty registor as a public low limitation on

the freshold,

Under this decree, which remained in force from 30 June 1942 until

51 Octobor 1945, the following resulis were achieved:

New subsidized dwellings,

Total Musber of Dwellings: 20.516
of which: )
L347% were built privately . )
53.3% | by co~operatives
3.0% by corrunes ’
Total cost of the buildings: 607 million francs ‘
Total paid in subsidies: 136,7 million francs

2) Order No, 3 of 5 October 1945 governing the creation of cmployment

during the depression following tho war (Encouragement of housing

construction). (Action II},
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Upon the cessation of hostilities building activity decreased while
thousands of building workers returned fron active military sorvice. The housing
shorfage waé aggravatad by the increase in the nwiber of morringes; and building
costs rose rapidly. The Foderal Council asccordingly decided on 5 October 1945,
changing as little as possible the system of subsidies thon in force, to provide
further incentives to house building by increasing the amount of the subsidies
considerably in order to keep rents at a foir level, despite the increase in

building costs,

For housing construction in general the rate wes roised to a moximum of
10% of the total expenses, c¢xclusive of the cost of buying the land‘on which to
buiid, conveyance charges, compensation dus to third partics, interest on loans
and taxes, For cheap housing of a social character, the rate was inereased to
o meximum of 15%, Federal oid was made dependent on the conton providing at

loast an equal amount rising gradually to twice the Confederation's contribution.

The subsidy was based on the sctual building cost per habitable room.
There wes a ceiling limit of 10,000 francs, and amounts in oxcess of thot limit

per habitable room were not taken into account for Fedcral aid.

The order remained in force from 1 November 1945 to 31 December 1947, and

the results were as follows:

New subsidized dwsllings:

Totel number of dwellings 39,507

of which | v . 56,5% were built privetely
LO% by co=-operatives

3,5% by cormmnes

Total cost of the buildings: 1,499 million francs
Total paid in subsidics _ ’ 387.,9 million francs

3). Federal Decree of 8 Octobor 1947 concerning measures to encourage housing

construction (Action III).
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Towards the end of 1947, therc was a marked improvsment in the housing
situction, and the Federal Council decided that the time had come to reduce
the finencial assistance given by the Confederation to a level suited to the
Federal finences, since the contons ond comimmnes share the primary responsibility

for ensuring that sufficioent accormodation is available for the population,

The Federal subsidy amountsd to 5% of the total Bﬁilding costs, including
the cost of fittings, but exclusive of the éost of buying the land, conveyance
charges, conpensation due to third perties, interest on loans and taxes., For
dwellings for largs or poor fridlies the Federal subsidy was increcsed to 10%.
It was laid down that the canton's contribution (possibly nade Jjolntly with the

cormmune) should be at least twice that of the Confederation. -

The linit relating to the actucl building cost per habitable room for
qualifyin@ for Federal assistance was raised to 10,500 fr;néa. The cost of
fittings wes included in this figufa up to ﬁ,OOO frencs per dwelling unit for
one, fomily houses and up to 2,000 francs per dwelling unit for each building

for severcl fomilies,

This Decrie remeined in force from 1 January 1948 to 31 Décermber 1949.
It produced the followin; results:

. Now subsidized dwellings:
Total number of dwellings 27,236
of which o 53,6% werc built privately
Ll 5% by co=-operatives
; S A 1.9% by cormunes
Totel cost of the buildings: 3 1,024 million francs
Totel peid out in subsidies: © 228.8 million frencs

The gront of Federal aid wos subject inter alia to the following conditions:
The rents for subsidized dwellings are calculoted as a pereentage of the
not cost of construction. The net cost of construction is obtained By deducting
from the gross cost the total amount acturlly peid in subsidies by the public
authorities and third porties, The yield on the capital actually invested, i.e.
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the net cost of building, varies with the actusl expensos, but in principle it is
Limited to a meximum of 65, with on allowance of not more then 2% of the gross
cost of construction, exclusive of the cost of the land, for upkeep, depreciction,

public charges, cte.

Only the following ore acccpbed as tenants of dwollings built with financial

assistance from the public authoritiess

&) in buildings of a social charactor:
families whosc gross income is less than 9,000 francs

a year + 500 frencs for each dependent child;
b) in buildings of a general charactor:

fomilies whose gross income is less than 13,000 francs

a year + 500 francs for each dependent child, -

Familios with an income in excess of 18,000 francs + 500 francs for cach
cependent child are not allowed, as 2 general rule, to occupy o subsidized
dwelling.

COCLUSIONS

The financial assistance with housing construction given by the public
cuthoritics meds it possible: '

1)  to offset the incresse in building costs completely, or in any case the
amount of invested capital to be written off as o loss once pficcs in the
building industry had become steble, This stimulated building activity

and ‘encourcged investment in housing construction,

2)  to provide dwellings at moderate rents,‘by5réason of the subsidies and
the foct that the gross yield on the capital invested in housing construction
was limited as o generel rule to 6%, ' ’

The rules that finencial essistance should not be given by the publiec
authoritiss for building luxury houses and villes for welleto-do owners made
it possiblc to extend the housing canpaign Lo the adventage of large and

poor families,
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3)

4)

5)

&)

to ensure that the dwellings would continue to be used for the purpose
for which they werc built, i.e., primarily for largs and poor familics,
by acceptins as tenants only persons with o gross income below the
fixed limits.

to pravent speculation in housing by meking it nscessary to cnter in .
the landed property register the obligation to pay back the subsidy
should 2 dwellinghouse be s0ld at a profit or converted to other purposes

then those laid down,

All things considcrcd,'this system was best suited to the purposss of
the Confederation, and it had the advantage of being simple and clear-
cut. Its application required only a small.adminiétrative organization

to exarine reports for subsidies and scrutinise the accounts:

Other systoms, such as loans at a low rate of interest or interest

free, periodicel rent allowances, loans gronted ageinst security etc., : ’ ‘

were oxarined and recognized to be practicable, bub although they would
presuwiobly have provided the beneficiorics with the sane adventages as

subsidics, they would not havs cost less in the long run.

The cantons and coirmnes were frec to moke their contributions in the
fornm end noir they found most convenient, provided they hed practically

the some effect as subsidies.

The most difficult problen outstending is how to do away with the considerablé
discrepancy bstweon rents for dwellings built before 1 August 1939 ond those ,
built ofter thet date without sssistance from the publie authorities.

Rents for flats in blocks built before 1 August 1939, which are fixed
on the basis of the rents in force on that date, are being raised by degrees
until they reach & level corrcsponding to the stabilized construction cost
rates, less the inflotionary factors due to the wor and the present'

situation,
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Chapter XXIV

UNION OF SOVIET SOCIALIST REPUBLICS

(1)

The legacy inherited from the cld régime was outstanding only for the insuffic-

The Soviet authorities have always attached great 1mportance to housing.

iency in the number of dwellings and the inequality of their distributien, The

destruction caused by the first world war made matters worse. Hence, faced with

an insistent demand for housing, the Government decided on the nationalization of

urban housing, ﬁhich was pubt into effect by the Decree of 20 August 1918, and was
followed by a redistribution eof the available accommodation. But, owing to the

prevailing economic disorder, it was impossible to carry out an adequate building
programme. It should be added that, until 1921, the new régime pursued a peliey

of free housing facilities, nu charge being made for rent.

During the subsequent period, marked first by the N.E.P. and then by the
planned economy, there was, it is true, a meritoricus revival of building
activity. Urban ho uslng actually increased from 155 million sguare metres in
1923 to 165 million in 1928 and 225 million in 1939. But the tendency of the
five-year plans was to sacrifice housing programmes to investment in heavy

industry, “Despite a comcidefablevaccelerétion in the rhythm »f building, the

gap between thé net additions to the volume of housing and the growth of the urban

(2)

metres per head of populatien. It should be added that for a leng time the

‘population was not bridged" and the habitable areca did not exceed four square

rent-level acted as a deterrent te building.

The second world war resulted in a catastrephic situation and rapid action

was esséntial. The promulgation of the Decree of 21 August 1943 constituted the

(1) The Resnlution of the Cen“ral Committee of the Communist Party of
23 July 1926 read:. "One of the most'acute questions is housing, and
it must be soived if any imprcvement is to be effected in the life of
the workers”e

(2) "The European Housing Proovem“, published by the United Nations! Economic
Commission for Europe.
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first step, and 12,8 million sq.m. of housing was built or repaired in towns and
839,000 houses were constructed in the rural districts between 1943 and 104L.

The 1946 ~ 1950 five-year plan ealled for the building.of 84.4 million sq.m.
Af urban housing. In order to stimulate building, a Decree of 26 April 1948
established a system under which small plots of land were allotted to individuals

for house-building purposes, and building credits were also providedf .The aim -

was to build 12 million sq.m, of housing, After a difficult start during the |
first two years, new housing amounted to 51 million sq.m. by the end of 1948. '

A similar'effort was made in rural areas, 2,025,000 houses being built
between the liberation and August 1948,

In view of the very speciai'éonditions under which this policy was carried
out, the leg gal position in regard to housing should be examined before any attempt

is made to study the questions of management and finance.

‘I, The Legal Position in regard to Buildings

" The law on real property is a somewhat neglected branch of the Soviet's

-legal system. The successive enactments, going back to periods when different

concepts prevailed, overlap and the need for a new code is recognized by jurists,

3

On 26 October 1917, the first day of the revolution, Lenin issued a Decree

“whereby the land became the exclusive property of the State. The scope of this

prlnclple which has been written in to the Constitution of the Union of Soviet

Soclalist Republics, was made clear by subsequent developments.

The State allots land with a view to its utilization, to State undertakings,
co-operatives or private individuals., The users' right is inalienable and
transfers are made free of charge. Leases are only permissible in special

circumstances. Any infringement of these regulations is punishable by law,

From an accountlng standpoint, land is not included among the users' assets, )
from whlch it is clearly apparent that it is not an article of trade; on the
other hand, buildings cunstructed thereon and improvements are included in those

assets. Buildings may even be privately owned, as is the case with houses built

with the assistance of building credits. Such houses can be sold in exceptional

cases, but only by the State to the concessionaires.
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Land concessions take the form of usufruct. The users retain possession of
the land so leng as they are able to use it for £he purpose for which they
received the concession.,  They may, howéver, be dispossessed if such a course is
in the public interest., The kolkhozy have more extensive rights as the land is

granted to them in perpetuity.

In urban areas, the land is administered by the local Soviet which is the
allotting authority, but a Department of the iinistry of Agriculture is

responsible for the registration of the operations. Outside urban areas the

‘land is administered.by the Ministry and concessions are at present being grantedv

in the form of a perpetual uysufruct.

In practice the users are in general the local Soviets,themselves or State
undertakings, Coneessions are of particular importance in the case of buildings

constructed with the help of building credits,

In country districts, dwelling houses normally form part of the patrimony of
kolkhnz families, They are granted, with their surrounding gardens (£ to &
hectare), not to the individual members of the kolkhoz but to the household
(dvor). The right of usage is combined with the participation of those
concerned in the work of the kolkhoz. In view of the very special character of
this institution énd the changes it is now undergoing, it will not be deall with

in this report.

The land in urban areas used for housing, taken as a whole, together with
any buildings constructed thereon, constitute the "housing resources" for which

figures will be given separately.
II. Housing Policy

During the first few years of the régime, the national hQﬁsing*resources
were badly kept up and there was scarcely any quéstign of expanding them.  The
main object of nationalization had been to bring about a redistribution of

housing. Rents were nat collected until 1921.

It was then that the first steps were taken to ensure more efficient up-keep.

Individual houses occupied by their owners were "de-municipalized" and returned
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te their owners 8 pfivafé'property; The first housing co-operative was
egtablished in 1925 and most éollective bulldings becmne the joint property of
their occupiers, Other buildings were erected by 1ndustrial, commercial and
agricultural ﬁndertaklngs. In 1928 far—reachlng qonceasions were made to
private building. C

Thé So&iet experiment with co-operative housing methods ﬁas not successful,
in the first place, rents remained too low and, secondly, in the'e&es of the
Governménﬁ, the system tended to make the population too'static, at a time when N
it seemed very necessary that labour shoﬁld be mobile., It was considered
preferable to link housing very closely to the labour cdntract. Finally,
co-ogeratives engaged in new building tended to acquire a capitalist outlook,
despite the fact that their activities were being financed to the extent of nine-
tenths by State loans, With a few exceptions the co-operatives were therefore
liquidated by the Decree of 17 October 1937, and their property was transferred
to the local. Soviets and to the State underbakings.»

The new principle underlying hous:‘fmg policy is that housing is fundamentally '
a tool of industry just the same as any other industrial equipment. Each industry L
is therefore, in principle, responsible for the housing of its own workers.
Housing, moreover, forms part of the labour contract and the right to build their
own houses, of which they will become the owners, is, in general, reserved to v
workers of particular value to productivity (specially trained and shock workers
ete,). Lastly, housing'is the special responsibility of the trade unions,
Building by local Soviets has therefore decreased substanﬁially, though they still
own approx1mately 50 per cent of the older dwellings,

According to the 1946-1950 five~year plan, the breakdown of new building by ‘

categorles was to be as follows:

- Undertakings and industrial, commercial or administrative services 77% C «
- Local Soviets / 8.7%
« Building by individuals 143

The trend in favour of building by undertakings is, moreover, in line with
the general evolution of the present régime which, during and since the war, has
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been inelined t6 make the undertaking the centre of all services chcerned with
the wage-earner. This is, for instance, the case in regard to social security

where benefits are paid out of funds managed by the local trade unions, 4
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A novel system, corresponding to the importance of the work tn’bé done, has
been established in the USSR for the management and improvement of housing ‘
preperty belonvlng to the local Soviets. There are in principle two bodies |
concerned: a hou31ng board responsible for new building and majer repairs’ ‘
together with the related questions of flnance, and ‘also for the allocation of

housing; and a housing group concerned With'day~to—day management .
In small localities- these two bOdleS are combined.

These bodles do not have adm1nlstrat1ve boards but are dlrected by an’
administrator appointed by the mun1c1pa11ty The administrator is solely
re5p0n51b1e for administration, the up—keep of buildings, sanitation, fire

(1)

a register of tenants and ensuring that full use is made of the avallable

protection and, in case of war, passive defence His dutles 1nclude keeping

accommadatlon.

He collects rents and rates and is empowered to fine the tenants up to 100

r@ubles without recourse te the courts.

He is provided with a pold staff 1nclud1ng a concierge who has in addition

his own responsibilities as, for. 1nstance in regard to the police.

Superv1sory bodies are. responsible for seelng that the accounts of hou31ng
groups and publlc utility unde: taklngs are properly kept and that the hou31ng is

used in a ratlonal manner.

(1) Tenants' committees have béen set up to assist in the reconstructien and
~ running of buildings.” This system, which was initiated at Leningrad,
has been adopted by other towns on the recommendation of the Council of
Ministers. To a certain extent it represents a return ts the principle
of the participation of ‘the occupants in the management of the building,
the basic principle of the co~operative system. - :
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Housing belonging to undertakings is run on similar lines, and that also
applies to the property of administrative services, production co—operatives,,
socisal welfare organizations, ete, The various Ministries have a considerable
‘amount of housing at their disposal with a special staff to run it. The local
Soviets have, however, a right of supervision over the bulldings.

“There 1s still somé.housing belonging to housing co-operatives which were not
dissolved in 1937.  These co-operatives operate exclusively with the funds of
their members and are mainly concerned with the building of secondary dwellings.

Members of dissolved housing co-Operatives who had contributed towards the

‘building of their houses, still retain some security of tenure,

The A;;Acat;on og Housing

The principles governing the occupation of buildings are laid down in the
Law of 17 October 1937. In view of the inadeQuacy of the existing housing
resources, there are very strict regulations to énsure the maximum utilization
of the habitable‘area. The local Soviets have a right of superv151on over

housing which does not belong to them,

All questions of allocation and, very frequently, of the expulsion of
tenants, are regulated through administrative channels and without recourse to
the courts. |

In the case of housing belonging to the local Soviets, tenants are selected
by the housing board. - The'housing group is only concerned with questions of

management. Leases are for a period of five years.

Each occupant has, in principle, a rlght to a habitable area which, in the
case of ‘the Republlc of hu551a, auounts to 8.5 Sq.m. plus an additional 4.5 sq.m.
per family. The local Sov1ets can raise this standard, but it cannot be reduced
except by the Government of the USSR, It is not applicable to houses belonging
to individuals or co-operatives, Certain persons are entitled to a larger area.
They comprise the sick, individuals who have done their country outstandlng
service (heroes of the Soviet Union, winners of decorations etec.) and, lastly,

persons who, by reason of their secial position, need more space (general;,




IM/HOU/WP,1/11
page 293

" admirals, writers, composers,. sc1entlsts managerial staff etc,). Where a flat
exceeds the standard size, and comprlses 1ndependent rooms, such rooms may be
requisitioned by the local Soviet, if the tenant has not provided for their

effective occupation within a period of three months.

According to recent regulations, persons of different families may not share
the same room. An independent room is one that has access to the outside by

means of a passage.

Tenants have the right to retain their li&ing accommodaﬁion in case of -
absence for less than six months, or if temporarily employed in the far north or
~abroad. During the war, those called up retained the right to their dwellings,
but' that did not apply to workers evacuated to Soviet Asia. -

The principle that housing forms part of the labour contract has been

" repeatedly laid down in Soviet laws and regulations, ~This principle is
applicable both to industrial housing énd"tolsome of the housing controlled by
the local Soviets, A worker dismissed for disciplinary reasons or leaving of
his own accord is evicted from his dwelling. This general rule was laid down

at a time when the population was in a state of flux and when it ‘was necessary to
take additional measures to bind the workers to their employment, In view of the
plannlng of labour requlvenents workers should not, normally, be unemployed and

A’should therefore in pr1n01p]e be assured of housing.

;Tenants have the rlght to exchange flats prov1ded they obtain the permission
of the instltutlon owning the bullding.

Tenants may also be evicted if the building becomes unsafe, or in case of

. systematic demolition under the town planning programmes, adopted for the cities
.of Moscow, Leningrad, Kiev, Baku and kinsk. In the latter case compensation is
payable at the rate of 2;500 roubles per person in Moscow, and 2,000 roubles in
the other cities,‘and the evicted persons are given plots of land on which to

'bgild their own houses.

Squatters can also be evicted without récourse to the courts and -are liable

to prosecution.
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Building and allied services.

“The main duty of the above mentloned bodles is ta admlnister exiating houaing
and to plan new buildlng. But bulldlng is also nationalised and thus there are-
two conflicting systems. -

The first consists in bulldlng by a proprietory body (on its own responsibility).
That’ procedure was Iargely used in the early stages of the régime and led to great
abuse and serious arnounting trouble. owing to the difficulty of determ;nxng the cost
of buildings erected in this way. | N

Hence it has laréely been superseded by the second method, i,e, building by
specialized undertakings (podriadtchiki) which arrange for the work to be carried -
out by contractors. These undertekings are under the direction of the Ministries o
of Civil Building which have been set up in the republics of the USSR in Europe
since the 1941/1945 war,

These Ministries are also reéponsiﬁle for town planning, In this case they

work through‘thé‘bepartments of Architecture.

III. Financing of Housing>
1. aneral gharacteristics of the economy

Amongst the general prlnciples governing the Soviet economy there are two
which account for its originality and distinguish it profoundly from the socialist
economies of other countrles. The first is the nationalisation of the land and tha
grantlng of 1ndividua1 land concessions, The second is the nationalisation of’ '

credit and the separation of sav1ng from capltal 1nvestment.

Thers i8 no such thing as long-tenm credlt in the Soviet economy. Invastments o
are normally provided out of an undertaking's OWn resources, .-As against this, -
subsoriptions to btate loans are treated ag revenue,  Long-term loans' can only be

granted for special purposes, such as, bu;ldlng and -the repair of: dilapldated bu11dxngs.~

Capital assets are nevertheless amortized in the user's books. N Part of the
amortiaation 1s used for the upkeep of the. asscts and remains at the disposal of the
undertaking, while the rest is »armarked for renewal and paid into a central fund
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edministered by the contioliing Ministry. This industrial depreciation to some

extent offsets the absence of financial amortisstion, 1In the case of housing

-institutions; however, these allowances all go to form a repair fund, and no

provision is made for a renewal fund owinz to the inadequacy of the corrbﬁpondlng

crdinary revenue,

as regards short-term credit, this simply consists in practice in a re-dis-
tribution of fineneiel stwpluses deposited with the State Bank in current aceount.,
The latter uses the funds at its disposal to grant loans to undertaklngs which are

in need of them, The terms of such loans are laid down in detail and conform to
a-definite plan, This constitutes an importaht means of controlling undertakings,
rticularly those that hold large stocks, Ais against this, housing institutions

only make use of short-term credit to meet temporary commitments for'repairss or

contributions to repair funds,

Thus everything is strictly plarnned: building work and short tcrm‘cr»dlt both
ake their place within the framework of plans prepared in advance and apprOVbd by

hig er authority. The institutione have no frewdom of action in financial matters,

Benks

It would appear that the banks! activities should in theory be limited to
provision of short term credit, but in practice, they are also responsible for the
peyment, against due authorisation; of the funds anceded for financing building

operationss, In addition they menage the depreciation funds,

The absence of a rational credit system has been one of the main fastors
holding up building. One of the regime's first measures was, in fact, the out-
right liquidation of the mortgage banks which had previously financed o large part
of the eapital investment in building, as they were considersd to be instruments of
social reaction. As it received no rents and was unable to obtain credit, the
housing economy was condemned to stagnation; its meagure budgetary credits were

nardly su¢flclent for the upkeep of the existing houses,
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The establishment of specialised banks was considered indispensable, and, as
the reconstitution of the State Bank in 1921 was not a sufficient remedy in itself,
the first municipal bank was opened at Moscow in 1922, In 1923 the Soviets of the

(1)

various governments '~/ were invited to establish banks for financing housing and

municipal services (kommunalnye banki).

In the beginning these banks confined their activities to the provision of short
term loans, and even the establishment of a central amortisation fund was not ,
sufficient to provide them with adequate resources for investment operations.  Nor
did the establishment of "special funds for the building of working class houses"
with funds derived from various sources, prove a successful means of attaining the
objeet in view, 4 start was nevertheless made with loans to building co-operatives,

local soviets, undertakings and private individuals,

In 1924 the Central Bank for Finencing Building and Municipel Services
(Isékombank) was set up, its original purpose being to finance the building of
houses by undertakings. : '

‘ When the credit system was reformed in 1930 that Bank was placed at the head of
a network of regional banks for the financing of housing and municipal services,

and became subject to the authority of the USSR Minister of Finance. The directors
of branch banks are appointed by the executive committees of the regional Soviets

in consultation with the Central Bank.

The functioning of this organization was for a long t ime based on a compromise.
Since 1931 the State Bank has been responsible in theory for all short term credit
operations, except as regards building undertakings, but, in practice, the regional
banks retained important powers in regard to local undertakings. They even performed °
treasury functions for towns end local communities, having special departments for
the purpose, But this function was taken away from them in 1949 and entrusted to ;

the State Bank'?),

(1) ‘The governments, i.e, the former administrative districts, were abolished
snd replaced by a smaller number of regions {or provinces). '

{2) The State Bank is also responsible for carrying out the functions of the
regional banks in places where they have no branch office.
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Thus the USSR has a special system of banks handiing investments in housing
aad municipal services. This fact is worthy of note, even though financing methods
are very different from those obtaining in other countries. In Francs for instance, -

such finaneing is the function of purely financial institutions (the'Csisse des

Depbts et Consignationsand the"Crédit Foncier).

It zhould be noted, however, that even the existence of a special system of
credit institutions did not suffice to supply the necessary resources for the bullding
programmes required to meet a serious housing shortage. Such programmes did not
really get under way in the USSR until adequate appropriations were provided for

housing in the annual budgets, i.e. from about 1935 cnvards,

3. Planning of Capital Investment

The planning of capital investment is the keystone of cconmomic planning in the

USSR, but the rules specifically reluting to house-building are few in mumber,

Plans cover periods of five ysars, one year or three months, The Five-Year
Plan only lays down the main objectives,; and, from the technical point of view, the
blueprint for the sctual carrying out of projects is provided by the annual plan,

The quarterly plan is, however, of importance from the financial point of view.

All capital investment should, in principle, be provided for under plang,
But a certain amount ‘of unplanned work can, nevertheless, be performed, such as
house-repairs and also house reconstrustion costing not more than 10,000 roubles,

Some other kinds of unplemnned work are also permissible.

The fact that such work is noi included under a plen does not, however, mean
that it can, in all cases, be decided upon by en undertaking on its own
responsibility. Expenditure of from 100 to 500 roubles requires the cuthorization
of the direstor-general of the ministerial depertment concsrned, and any expenditure

above 500 roubles must have the sanction of the responsible minister himself,

41l other projects are included in the anrual plans drawn up within the frame-

work of the Five-Year Plan. The annual plons are divided into quarterly sections,
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The volume of work to be undertaken is laid down in the annual plan approved by
the USSR Government and apportioned among the various Federated Republics. The
governments of the Federated Republics, in their turn, distribute their share among
the various regions and the executive committescs of the regional soviets finally

divide up this allocation among the various projects in view,

A1l projected work is included in the lists (titoulmye spiski). The more
important projects(l) are ineluded individually in lists approved by the Oouncil of
Ministers of the Soviet Union or of the Federated Republic, as the case may be,
Other projects are approved by the local Soviets.

Le The finanding of capital equipment

(2),

The necessary funds are obtained from the following sources ™ “:

(a) Budget appropriations

These comprise the sums allocated annually for housing programmes in the
budgets of the public authorities. That was, and perhaps still is, the main
source of funds. Too much emphasis should not, however, be placed on the local
aspect, ag in the USSR local finance is closely linked with the finances of the
Union and of the various republics, as a result of the planned distribution of

revetiiue,s

 (b) Profits from undertakings

These resources, which long remained at a low level, owing to the
failure of many undertakings to meke & profit, are beginning to assume some

importance in the case of building carried out by industry,

(¢) The mobilisation of existing resources

This covers the utilization of surplus materials originally set aside

for other building work.

(1) _ In the case of housing, projects costing .iore than 2 million roubles,

(2) There is no war-damage legislation in the USSR, but special assistance in
the form of credits in cash or in kind seems to have been provided for the
. reconstruction of kolkhozy in the devastated areas,
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(a) Savings in regard to work carried out by an undertoking itself

Such work is recorded in the balance-sheet at an average figure, which

varies according to the experience of the contractor,

The sources to be drawn upon for each psroject are determined and reported
to the regional banks by the ministries and the executive committecs of the

regional soviets, .

The regional banks release the funds against due authorization and pay

them over to the contractors,

In the Soviet Union the drawing up of projects and the planning of work
is a relatively complicated process and Wes, unt111=ecently, a very costly one,
A great effort was made in 1950 to reduce expenditure under this head, and,
amongst other things, it was decided that with a view to- ensuring better

control, expenditure on technical studies should be included in State budgsets.,

5. The Utilization of Housing Resources

Soviet ‘writers stress the need for the greatest possible flexibility in the

menagement of housing property, the rules for which should not be made too rigid,

The proprietary housing organizations are responsible for drawing up an
operating budget for 2ll housing property belonging to a local authority or an under-
taking. These budgeus are divid.d 1nto two parts - the one includes expenditure for
maintenance and repa;rS‘on the debit, and‘“evenue from rentais on the credit side;
whlle the other includes letting charges on the debit side and amounts recoverzble

from tenants on the credit side.

In the case of housing administered by local sovists an overall budget is

Prepared for the whole of thb u.-“.u..u.;_z.b'/'u Lvuse property.

The budgets for the housing groups are approved by the next higher authﬁrity,
which is the local Soviet insofar as the houses belonging to it are concerned.
The overall budgets are approved by the regional Soviet at the same time as the
municipal budget,. The deficit of one groun cannot be offset by the surpluses of
others,
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Where a group does not keep its own accounts, all receipts are credited to the
local authority's budget with the exception of the levy made on rents of non-dwelling

premlsee which is used to- flnance repair work, through an exxra—budgetary service,

Expenditure for upkeep and repairs is ecarefully checked, The Soviets apply to
housing the system comuonly used in industry which consists in“establishlng standard
costs per unit of production, in this case upkeep costs per sq. m. of habitable area,

Standards are also laid down as regards staff employment.,

- Propristary organizations are not ailowed to borrow money to supplement their

working capital. Trial balaneies are struck from time to time. -

In calculating rents only the actual habitable arca is taken into consideration;

‘kitchens, passages, lumber rooms ete., are not included.

"Therg is an average standard of 9.2 sq.m, pér occupant and this differs from
the sanitéry standard. Where the available space is below ‘that standard, normal
rent is paid; when it exceeds the standard three tlmes the ordinary rent is charged

for the excess.

Rents for all dwellings are fixed by the local Soviets. They range between
30 and 40 kopecks per sq.m. Precise rules are laid down for rent caleulation, .
allowance belng made for the condition of the premises. Reduced rentals mey be

charged in the case of the poorer classes of the eammunlty.,

Apart from.rents, therc are supplementary charges, which are recoverable from
~ the tunants in much the same way as in France, = The charges for central heating
are reckoned proportionately to the rent paid, up to a limit of 4O% thereof. The
balance of such charges is divided up proportionately to the hebitable area, |

‘The financial side of the whole housing system is obviously somewhat -
complicated and cannot be deseribed in detail here. Improvements have been made,

but tpe fect that rents are not high enough to cover expenditure is still a2 handicap.
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6. Private building

The Soviets have always been anxious to encourage building by private individuals,
in order to alleviate the serious difficulties resulting from the nationalization of
real estate., Loans granted for this purpose amounted to 119 million roubles in 1939,
and to 189 millions in 1940. New building was naturally slowed down by the war,
but revived again in 1943. Enquiries mode at that time showed that there had been
serious abuses in the empioyment of funds and reform was considered neeessary,

Nevertheless the total of outstanding loans was five times as high in 1948 as in 1941,

The éonditions governing the granting of land concessions are laid down in a
decree of the Presidiwa of the Supreme Soviet of the USSR, dated 26 iugust 1948.
Individual concessions may range from 300 to 600 sq.ite in towns and from 700 to

1200 sq,m. in the country. Houses may be of one or two storeys with a maximum of
five rooms,

The local Soviets are resjonsible for drawing up the coneession deeds and for
supervising the building and meaintenance of houses by organizing appropriate

inspection services.

Houses ere either built by the prospective occupiers or purchased by them.
Interest and redemption payments in comnexion with loans are collected on behalf of

the local banks by the undertaking employing the borrower,

loans are redeemable within a period of not more than seven years and may,

therefore, be classified as mediuwu~-term credit,
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AN ATTEMPT TO COMPARE THE CONSTRUCTION COST OF A
WORKING CLASS DWELLING UNIT IN DIFFERENT COUNTRIES

(Calculated according to various indices)
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From time to time the question of the cost of constructing dwellings has
engaged the attention of the Housing 3ub-Committee. Without wishing to enter into
a detailed discussion of the subject, it secemed worth while to investigate how far
the indices generally used as bases of compurison give an accurate ideu of the real
situation; to determine, in other words, whether comparisons based on other indexp
numbers would tend to confirm gcnurally accepted notions, or would, on the contrury,

partly invalidate them,

Research of this kind may aim at comparing dwellings of the same type and
method of construction bullt in different countries, determining, for example, the
number of hours aétually'wofked by each cutegory of building labours the amount of

material used and so on.

It may, on the other hond, aim at comparing not the same type of dwelling but
the type of‘dwelling usually built in each country to serve the needs of similar
social groups, fbr example & comparison could be made of’working—class dwellings
erected by the Stute, by public suthorities or non-profit making bodies, The
comparison, in this case, would be principally concerned with finding out to what
extent it is easicr to provide for the financiﬁg of housing requirements (whether
from public or private sources) in some countries than in others. The present

study deals solely with this latter aspect of the problem,

The difficulties involved are, therefore, firstly to determine, in the

relevant national currency, the construction cost of an average dwelling in each

country, and secondly, to find a common unit of comparison,

The constructlon cost is taken us what it was in ¢ach country at thc time of

the enquiry.

A customary unit of meusurcment is the building lubourerts hourly wage, the
construction cost in euch country belng converted intc man hours by dividing the
cost by the hourly wuge. This mcthod, however, is inconvenient in several woys,
It often creutes confusion by leading some people to believe thot it represents
the number of hours actually tuken in constructing the dwelling, although the man

hour is in this case merely o unit of meansurement,
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In a number of countries, morcover, the basic hourly wage is not the real

Wo.ge, eithér because the 1&t£er is actually hirher or because the basic wuge is

increased to o greater or lesser extent by sllowenees of various kinds (production

 bonus, subsistenee allowsnes, overtime etc.) or because the employers huve to

defray substantial social welfere chargés for the benefit of the workers,  Since

the importance of these fuctors varies from one country to ‘snother, the bullding

lobourer!s hourly woge does not appear to be o very satisfuctory unit for assess-

ing either the output of thu industry or the construction cost of new housing to

'the users and the ccuntry 4g o whole, 1)

It was considercd useful, w1th a view to arriving at a more accurcte ussess-
ment, to czleulute the construction cost of & new dwelling-unit in terms of various

(2)

such as:

{a) thu average monthly s¢lary (includlng all allowunccs) of a postman in
_a large town, about thlrty years of uge, marrled, with two chlldren'

(b)  the monthly salary (including all allowances) of a railwsy clerk in

a lorge town, married, with two children;

(1) It should be stressed once again that it is o mistuke to assume that the

' caleulation of the cost of a dwelling in building labour mun hours provides
an idea of the efficiency of the building industry in the various countries.
Apart from the (often gross) errors which may result from the fuct that the
hourly wage rate may or may not, according to the country concerned, include
all forms of puyment to the worker (sse cbove), the ratio between the number
of mun hours and the number of labourers on the building site varies according
to the type of construction, while the waze rates dlSO differ from country to
country.

(2) See Tables II and III.
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(2)

(¢) the mean of those two indices;

(d) the average monthly income per head (i.e¢., national incomg divided
by the total population figure);

(e) the average momthly income per household (national monthly income
divided by the number of households).(z) '

While each of these indices is intrinsically imperfect, o comparison may

serve to bring out certain trends.

(1) 1Indices (a) and (b) were chosen because the exaet salary of these persons
- is ascertcinchble in every country and they have roughly the same social
standing - in fuct they typify the class for whom, us & rule, the new
dwellings, of which the construction cost hus been given for each country,

are intended, By taking the mean of these two figures, any anomalies
resulting from special conditions cun be eliminuted or reduced.

(2) All the occupants of one dwelling, even when not rclated, arc c.nsidered as
members of the same household, since they all use the house and share in its
expenses. The nationol income is thercfore divided by the number of existing
houses, The present figure not being aveileble, culculations are based on
the most recent returns, which arc generzlly those for 1946 or 1947,  The
absence of datz on building and demolition subsequent to those dates is a
source of error which varies in magnitude from country to country but does
not appear to exceed 6 or Tk, :
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In 1949-1950 the costs caleulated in terms of the average monthly salaries of

of a postman and a railway clerk appeared to be fairly similar, except for Finland

{7L months), The average works out at about 50 months; the widest deviations

(1)

italy. In the case of five countries (Denmark, Switzerland, Sweden, United -

- from that mean being 4O months in Western Germany and 58 months in Belgium and
Kingdom and Netherlands), the costs work »ut at between hbiand 48 months, while in
vhe case of four others ~ France, Norway, Italy and Belgium ~ they are substantially

higher, standing at 56-58 months.

Again; setting aside the case of Finland, and also that of Italy, a consider-

atlon of the average monthly income per head yields a similar result, the propor—

tionate differences being almost identical. The average is about 102 months,

the figures ranging from 8L for the United Kingdom to 119 for Norway, A group
o? six countries have between 81 and 102 months: the United Kingdom (with an
especially low figure), Denmark, Western Germany, Netherlands, Sweden and Switzer-
lénd; three between 110 and 120 months: France, Norway and Belgium; and two,
Italy and Finland, more than 120 months, an altogether exceptional figure, Here
the differences in the order, which are substantially the same as with the first
~index, appear to depend on the level of naﬁional incoms and the average size of

the family,

When the indices in terms of the average income per household are used, the

Finnish and Italian anomalies disappear. The average is about 30 months, the

figures ranging from 17 months for Western Germany to L0 for Belgium and Italy.

(2)

The divergencies are thus somewhat greater than in the two former cases,

(1) ’It should be noted that Western Germany seems to be the only country where
the standards laid down for working-class housing are well below the pre~war
standards (see Part I, Chapter I).

—~
T
~

See footnote (R) on previsus page, on the method of determining the number
of "households™.  Though it is impossible, in general, to ascertain the
precise  number of new dwellings placed at the disposal of the population,
less dwellings demolished, it nevertheless appears that, given the number of
newly-erected dwellings for each country, the actual discrepancy may be
swaller - than might be thought.,
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Western Germany, the Netherlands and the United Kingdom have the lowest figures -

between 17 and 21 months.  Norway, Denmark, 3witzerland snd Sweden between 27 ond

30; while France, Finland, Belgium and Italy - the scme countries as before,

apart from Norway - have the highest with between 35 ond 40 months. In relation

to the preceding indices, the costs in the countries with the :ireutest density of

housing occupation (Western Germany, Finland, Itaoly, Netherlands) are proportion-

ately smaller thon in the other countries. The difference us compared with the » Y
previous order pf»runk is therefore uttributable, in particular, to the marked

disparity between,the,various_éountries as regards the number of children per

fomily.

It is interesting to note that, with two exceptions, the sume order of

countries results when construction costs are converted dinto Swiss francs. The

exceptions are Switzcerland itself, where the cost of dwelling units is'proportion-

ately much higher and Italy, where it is much lower, The cost in France is pro=-

portionstely lower, but only slightly so.

Finally the clussification arrived st when o bullding lsbourer!'s working

hours are taken as on index is compietely‘different‘from that obtained cbove. The
figures range from 7,000 hours in Norway to 18,000 in France, the average being

just under 12,000 hours., = Two groups stand out: -one is composed of Norway, Sweden,
Denmark, the United Kingdom und Western Germany, where the figufes range between
7,000 and 9,500 hours, uznd the other of Italy, Netherlunds, éwitZerlahd, Finland
and Frunce, where they exceed 13,000 hours. . as hus alrsady been pointed out, the
dota yielded by the investigation do not zppeur to be homogeneaus, und many
difficulties remain to be solved before relisble data cun be obtained from this

index, -

In.drawing conclusiohs, it must first be rémémbgred that»if the use of multiple ;
indices to some extent eliminates the errors which would result from using one or
other of them tuken separat<ely, correct. results cun be obtained only insofar as the

dwelling costs in nctionsl currency cnswer to.the facts, From this chapter, then,

as from the others, only the experts of the warious countries can draw reliable

conclusions. All that can be done here is to make objective compurisons which
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will focus their sttention on various pointss No attempt can be made to. pass
Judgment on the results obtained, still less on the policy followed, Neveztheless,
it seems that certain conclusions may not be without value, since it would be
astonishing if the ssme kind of mistakes had been msde for every country. With

these reservations, it appears to be .ossible.to put forward the following
umpt ions: ‘

(a) The construction cost of a working-class dwelling unit corresponds, on

average, to about 50 times the monthly income of the prospectlve occupants, assum-

- ing the family to be in receipt of no other income than wages and family allowances,

In some countries the figure is lower, but does not drop below 40 months, In all
countries, therefore, it seems difficult for the finsncial balance to be achieved
without assistance from the publiec authorities; and the universal importance of
such assistance will be illustrated in the following chapter, It may be pointed
out, by way of example, that by adding to the cost of construction, the cost of the
building site and the financial charges involved {(loans etc,) the total sums
required are equivalent, at o minimum, to an annual puyment of three months!

income in the most highly fuvoured country und 3§ months on an average, on the
assumption that the totul sum was borrowed at a rute of 5%; repayable in 30 years,
Maintenance costs, tuxes and all other charges on s house should of course, be

added each year to this annual payment, ,

(b) The variation in the cost of dwelling units built to meet similor
though not identical needs in different countries is probably smaller than is
sometimes thought. Costs appear to be lowest in Jestern Germany (where the
standards imposed are particularly low), and to be rather higher than elscwhere in
Selgium, Finland, France und Italy. - It would be interesting to ascertain to what
extent the spparent differences depend on the stundurds imposed for the materiuls
used and the methods employed and whether low costs ure not very speedily offset
by hlgher maintenance expenses or rapid depreciation.

(¢) The situation in 1938 appears to have been different. In every country,
except Belgium, Italy and Switzerland (and for sweden in the case of eertain
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indices), the figures were lower than in 1949/50,  The difference, generally

~ spdaking, is quite pronounced, Thus, in most countries, the average dwelling
now costs more than before the war, elther because standurds have risen or
because construction costs huve increased more rapldly than national income. In
some cases, the coustruction costs obtaining in 1938 must have enabled a large
proportion of the population to meet their housing commitments without speeisl
monetary assistance. On this point, the enquiry merely confirms the generally

accepted view,
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SOUURCES AND MATHODS OF CaLCULATION

National income

The figures used are those of the net national income at factor cost, given

- for 1938 in "The fconomic Survey of surcpe in 1949"

- for 1950 in "The Economie Survey of surope in 1950%

Total population

For the year 1938 the figures ar¢ tuken from "Suropeun Housing and Building
Statistics" (Document IN/HOU/33 of 15 March 1951) and for the year 1950 from the
"Monthly Bulletin of statistics" (Statistical Office of the United Nations),

Several corrections have, however, been made on the basis of information supplied

by the various countrfies or on account of divergencies on points of detail. These
corrections were necessary because certain of the stutistics contained too small

a number of significant figures,

Number of households

The number of existing dwellings for the pre-war and post-war periods alike
hus been taken as the number of houscholds, The unit dealt with, therefore, is

not the family but the group of persons living in the same house,

The figures are taken from the document "European Housing and Building
Statistics" (Document IN/HOU/33 of 15 March 1951), For the post-war period, it
has not been possible to brine up to date the availuble information, much of which

is several years old, and it is not known how many of the new bﬁildings were
additions to, snd how mony were merely replacements of existihg housing. This
difficulty sliphtly falsifies the_cqnclusipng.‘ The resultant morgin of error
does not, however, appear to amount to more than 10%, and may be less in some
cases; it does not exceed the discrepancy which might have resulted from other

sources of error,

»
[;
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The parities given for the Swiss franc are the official exchange rates for

December 1949, i.e.:

Belgian franc svvevvosavess. 0.086

French franc svesesvseeeses 0,0123

GUilder co e e eR IO REIILPLIOCRY 1013

Danish krone,eescescaeisaes 0626

Norweglan Krone sevecessvs. 0,6

Hourly earnines of o building labourer

Swedish KYona seeesescessvene

.
Llr& S a8 v aeNEt s et bRt EsY

Finmark CeseRsrerRses ey

Germ&n m&!‘k P s b oasasissrnens

0.83
0.0069
0.0187
1.03

Pound sterling seseeevsaesens 12,08

Semi~skilled worker

Married worker with

(b)

three dependent children

Calculations are bused on information supplied by various countries., This
information relates to the wuges of unmarried workers.
The fizures are as follows (in national currencies):
1938 | 1949 1938 + 1949
United Kingdom Netherlands(a) 043 C.%0
(shillings) . 3 | (guilders)
Western Germany Italy (b)
(marks) . 1.157 (1lire) 2,34 1153.1
Denmark Norway
(kroner) 1.81 1 3.51 (kroner) 2,18 | 4423
Finland Sweden
(mark) 5,621 73.35 (kronor) oo 345
France Switzerland o
(francs) Le92 82 (francs) 1.08 | R2.22
(a)
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Postman's monthly salary

The figures refer to the salury (inclusive of sll allowances and especiolly
family allowunces) of o married postman with two dependent children, living in a
large town. Whenever the full scale of sularies was known, the amount earned by

a postman of sbout 30 yeurs of age was selected. To ensure that the families

considered should be inhabitants of comporuble towns, choice has been made of the

capital city in the case of small countries, and of u large town other than the

cupital city in the cuse of large countries:.

‘Bubject to the reservations indicuted below, coleulations have been bused on
information provided dufihg the enguiry., The scluries are vs follows (in

notional currencies):

; 3¢ | 1950
| United Kingdom(%%) 13 25 i
. Western Germany - . 2755
? Belgium(B) -~ 4,567 }
| Denmark ! 309 . 654 |
! Finlan%h) % 1,875 120,361 L
; France (5) 1,340 227,350 |
| Netherlands 123.365 2L9.8L
i Italy 690 {36,140 f
§'Norway(é)'  - 580 ;
| Sweden' ‘- 27 513 !
| Switzerland g 36, ¢ 725 §

(1) Information provided by un enquiry conducted by the Universal FPostal Union.
The figures correspond to the salary of a first-class postman in the provinces
earning 58/6d. in 1938 and 112/6 in 1950, in which year he received an extra
5/} a week from the State in the form of children's allowances,

(2) Information provided by personal enquiry.

(3) Information provided by the enquiry. It should be noted that the figures given
by the Universal Postal Union are slightly lower: according to the latter
figures, the Copenhagen maximum in 1938 wos 306 kroner and in 1950, 621,

(4) Information provided by the enquiry, For 1950, the figure given by the
Universal Postal Union is slightly lower - 26,269 francs,

(5) Information suppiied by the Universal Postal Union.

(6) Information supplied by the Universal Postal Union. It should be noted that
to the salary of 474 kronor has been added the sum of 43 kronor to cover the
family zllowence given by the State to fumilies with two children, For an
unmarried mon, the figure may be token as bein; slightly higher, in the region
of 485 kronor,
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Railway clerk!s monthly salary

The figures relate to the salary (ihélusi?é of all allowances and especially
Tamily allowancés) of a railway clerk, married,with two dependent children,living in a
a léfge'town. It was originally intended to take the salary of the engine~driver of
an éxpress’train'as the index of comparison, but it became evident during the course
of the enquiry that the payment of substantial boﬁusés, Varylng aécording to

“-country and period, might invalidate the comparison.

Subject to the reservations indiceted below, the calculation has been based
on the results of an enquiry carried out, at the request of the happorteur, by the
Transport bivision of the 5cohomié Comrission for Eurcpe. ’Thé salaries are &as
follaws (in national currencies):

S et . b e e B - s O B me o ek i e eimmas s e e et = bk atatar o e < s mman e <o

. JAgse ok L8 | 2949

‘United Kingdon'D) - 28 0 [prance™ 1,730 28,000

Western G uermany( )‘ ‘ 267,5 E Netherlanas 116.87 226,38
Py gBelgium(B) 1,517 603 |1ealy®) 1,100 45,205

' Permark 4295 . 753 ' |Norway 250 500

%Finland 1,855 f 16,253 Sweden(6> 345 622

‘ ¥ ' |switzérland 407.9 633.5

»

(1) To the figure supplied by the Transport Division, 5/~ per week has been -
added to cover the family allowance paid by the State,

(2) Information provided by personal enquiry.
(3) Information furnished during the enquiry,

s (4) For 1949, the Transport Division supplied the slightly higher figure of
: : 28,300 francs,

(5) Information furnished during the enquiry, The Transport Division gave
lower figures; 85Q lire in 1938 and 41,900 lire in 1949,

(6) To the 1949 figure provided by the Transport Division 43 kroner have been
added to cover family allowances paid by the State,




IM/HOU /WP .1/11
page 316 \

»
.

" pverage cost of building a dwelling unit

The costs éonsidered here are those supplied in response to the enquiry.
Generally speaking, they may be taken as referring to a dwelling unit occupied by
a family of four (fathef, mother and two children), due allowance being made for

the standards applicd in the country concerned,

It should be noted that the 1938 and 1949/50 dwelling units are not, generally
speaking, identical, Not only have building methods progressed but housing standards
have improved, The dwelling units considered in each périod, however, are those

pocupied by families on the same social level,
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ANMOUNT OF ASSISTANCE PROVIDED BY THE PUBLIC AUTHORITIES
FOR THE FINANCING OF HOUSING IN 1949

(Preliminary Study)
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It is extremely difficult to compare thc amount of assistance provided by the
public authorities for housing in the various countries, in view of the wide
differences in their administrative s* mctures and the multiplicity of the

financial methods adopted,

In many instances, it is not easy to declde whether a particular organization
should be regarded as a public or a private body. In the case of France, for

example, the Associations Syndicales de Reconshructicn have been classed as public

bodies in view of their status in law despite the fact that they confine themselves
to building on behalf of private owners of war-damaged houses, and dc not retain

ownership of the dwellings built by them; on the other hand, the nationalized

undertakings (railways, coal-mining, electricity) and the Crédit Foncier de France,

a semi-public body, have not been included. The municipal public utility

socleties in Sweden, although apparently possessing private status; have been
classed as public bodies, The data given in the presunt study having been supplied
at the time of the enquiry, it is possible, and even probable; that the experts
consulted have not always interpreted the questionnaire in the same sense, and '

this may have led to lack of uniformity and crror,

4 similar difficulty also arises i connexion with the classification of the
various forms of assistance under the three headings: loans, subsidies and dircct
building, Sweden, for example, makes disbursements which are not repayable as
things stand at present, but which may become redeemable - and even interest-

bearing - in the future should the position of the owner-beneficiaries show an

 improvement; and these disbursements may be regarded as subsidies (as in Table

III) or as loans,

Finally, the very multiplicity of the methods adopted and the differences in
administrative and financial structure in the various countries have made it
necessary to restrict the study firstly to the year 1949, and secondly to a
comparison between the total amount expended on housing by the public authorities
and total national expenditure on housing in that year, Hence the balancing of
building or housing accounts and the extent to which assistance from the public

authorities helps to ensure balanced ;accounts are questions noit touched upon in




-
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this study. Other points left out of account are: the part played by the
population itself in providihg its own housing; the tax relief granted in certain
countries;' and other forms of assistance not involving immediate disbursements

(such as guarartees of settlement in conmnexion with private loans). Bounties in

the form of amiuval payments (interest reductions, accommodation allowances atce)

are covered onliy insofar as they form part of the payments made in l9h9.(l) In

‘short; the aim has merely been to give some idea of the extent to which the

innancing proper has been covered out of public funds.

Furthermore, there have been fairly radical changes, both before and since
19L9, in the policy pursued by the public asuthorities in certain countries. Some

of the figures or percentages given now require revision.

These various limiting factors must “e borne in mind when interpreting this

first attempt at a comparative study, which cannot claim to do mcre than provide a

starting point for subsequent investigations and indicate the order of magni’pude

of the part played by the public authorities,

In every country, even in those unaffected by the war, housing was financed

to a considerable extent out of public funds in 1949.

The proportion ef housing finance accounted for by public funds seems to have
been: 22,5% in Switzerland slightly mcre in Sweden; between 30 and 40% in
Denmark, Italy and Western Cermany; over 454 in Belgium; between 60 and 7?%)in

2

France and Norway; and ovef 75% in the Netherlands and the United Kingdom.

Such a classification does not, however, give more than a partial idea of the

efforts made by the public cuthorities. Expressed as a percentage of national

(3)

Reckoned in these terms it is elmost as high in Switzerland as in western Germany;

income the pﬁblic authorities!' contribution appears in a very different light.

higher in Sweden than in Belgium; and higher in Norway than in the United Kingdom
and the Netherlands.,

(1) Thus only one annual payment is taken into account, despite the fact that
assistance by the public authorities extends over several years, It is true
that, retrospectively, account is taken of annual payments in respect of
previous years' operations; but tliese payments do not appear to represent a
sufficiently large sum to invalidate the conclusions which may be drawn from
the percentages given,

(2) See Table III,

(3) See Table IV,

®
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~ Assistance by the public authorities takes several forms. In France, the
Netherlands, and the United Kingdom, and to a lesser degree in Sweden, it has
largely consisted of building work carried out direct by local authorities or
public bodies and made possible in many cases by State loans or subsidies, More
than half the housing operations in the United Kingdom, and more than a third in
France and the Netherlands fall into this category. On the other hand, the amount
of building done direct by the State is everywhere insignificant, except in France,

(1)

where it represents 16%,

With regard to outright subsidies granted to private individuals and builders,
it is found that the payments made by local authorities and public bodies other than
the State represent only an insignificant part of total financing, except in
Switzerland (14%) (However, the local authorities often play an important part in
providing guarantees,). On the other hand, State subsidies, which in some cases
are tantamount to compensation for war damage, are particularly high in France
(47%) (if the subsidies‘granted te public bodies are included - otherwise the
figure would be 27%) and over 10% in Belgium, the Netherlands and the United
Kingdom,

Finally, in four countries - Belgium, Denmark, the Netherlands and Norway -
the State or semi~State bodies have lent individuals sums representing over one~

quarter (in Norway, over one-half) of the total amount devoted to housing.

Assistance by the public authorities appears even more considerable if only

(2)

of public funds then ranges from 30% in Switzerland to nearly 85% in the
Netherlands,

the expenditure on new building is considered. The proportion financed out

State aid is seen to be even more prepcnderant when a comparison is made for
a given year between the number of new dwellings built (wholly or in part) with some
form of assistance from the public authorities and the total number of dwellings
erected. Generally speaking, it may be said that three—quarters of the dwellings
completed during the year or in course of comstruction at the end of'the year were
assisted by the public authorities - the proportion even rising to over 95% in
the Netherlands and the United Kingdom.

(1) It should be noted that in the case of France the building work done by the
State represents the final stage of a programme, and has since been gradually
declining. '

(2) See Table V.
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CONTRIBUTION OF THE PUBLIC AUTHORITIES TO TiHZ FINANCING OF HOUSING IN 1949

(as a percentage of total expenditure on housing)

State Assistance Assistance by local authorities or public bodies : : Combined total
Country | : (after 21lowing for duplication)
Direct s as Direct . as Tovel Direct e
Building Subsidies Loans Total Building | Subsidies Loans ftor dode Building Subsidiecs Loans Total
uction of
v State ass-
_ . istance
Switzerland 0 5 3.5 8,50 0 13,75 o] 13.75 13.75 oF 18.75 3.50 22,25
Sweden | 0.25 3.75 9 13 18,25 - 0,25 0 18,50 | 13.50 - 18.30 A " 26,50
Denmark 0 1.25 32,75 34 0,425 0 0 0.25 0.25 0,25 1,25 32:75 34,25
Ttaly 1 1 6.25 8 15 0 11 26 26 16 1 17,25 34.25
Western Germany - - - 3L.50 - - | E— 5,50 5,50 - - 4 - 37
Belgium 0 12,75 0 12,75 7.75 0 26,75 34.50 34.50 7.75 | 12.75 26,75 L7425
Norway . 1 6,50 52,5 60 0 3.25 0 3.25 3.25 1 9.75 52,50 63.25
France 116,50 47.25 5 68,75 2l G o a4 0 40,50 27.75 0.50 68,75
Netherlands 3 14,50 9.50 27 30,50 0,75 17.5 18,75 | 48,75 33450 15.25 27 75,75
United Kingdom 1.50 11.75 60,5C 73,75 60 2,25 0 62,25 | 13,50 61,50 1k 0.50 76

The figures have been rounded off to the nearest C.25%, They have been worked out from the data supplicd by the experts during the enquiry in respect of total expenditure

on housing and the total amount and distribution of the assistance provided by the public authorities,




T e el T TRy

i ‘ | IM/HOU/WP.1/11

| page 325

Table IV

Contribution of the Public Authorities to the Financing of Housing in 1949

7 (9/00 of national income)

- Ttaly 9 {

* Switzerland 13
| Western Germany 16

' ‘ ‘%?ammk 16.5

I Belgium 19,5
Sweden 20
| France 21
§ ’ United Kingdom 33

i Netherlands 36.5
Norway L1

The figures used for national income arc those published in
. "The Eeonomic Survey of Furope in 1550%

Table ¥

Amount of assistance given by the public cutherities for the construction of
new dwellings in 1949 '

Proportion of Number of new dwellings built with the assist-
Country total expenditure on ance of the public authorities as a percentage
v new construction of the total ‘
financed by the Completed in | Under construction
public authorities 1949 at end of year Lverage
‘ (per cent)

. Switzerland 30 57(&) - -
Sweden 37 77 76 77
Western Germany, L5 71 - -

g Denmark 53 68 83 75
France 68 73 h 7L
United Kingdom 78 99 99 99
Norway 80 79 79 79

‘ Netherlands 8l 97 97 97

(a) This figure represents the percentage in relation to the number of dwellings
made available for occupation (including conversions and temporary dwellings),
and not merely to the number of new permanent dwellings,
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PART PLAYED BY PUBLIC AUTHORITIES
(STATE, LOCAL AUTHORITIES AND OTHER PUBLIC BODIES]

e

IN THE FINANGING OF HOUSING OPERATIONS GARRIED OUT iN 1949
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