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Note by the Secreteriat

The following note incorporates the discussions, decisions and doeuments of
the thirteenth session of the Economic Commission for Europe, held in April 1958,
in so far as they are relevant to the work of the Housing Committee.
1. Annusel report of the Housing Compittee

This report was edopted in draft by the Committee at its thirteenth session
in November 1957 (E/ECE/HOU/71, persgraph 21). At the request of the Committee
the report was put in finel form by the Secretariest and approved by the
afficers of the Committee. The report was circulated to the Commission in
document E/ECE/307-D.
2. Submigsion and discussion of the annual report of the Housing Committ

This report was submitted by Mr. Bonnome, Chairman of the Housing Committee.,
Annex I contains an extract from the provisional summery record of Mr., Bonnome's
introductory statement and of the ensuing debate by the Commission.,
3. Decisions taken relsting to the work of the Housing Committee

The Committee's attention is drawn to the following resolutions contained in
Annex II: .

Resolution 1 (XIII) concerning the implementation of resolution 2 (XII),

Resolution 2 (XI"I) concerning economic, technical and seientifie
documentation,

Resolution 3 (XIiI) concerning the development of contects between
countries participsting in the Commission's work,

Resolution 5 (XIII) concerning productivity of labour,
Resolution 9 (XIII) concerning inter-regional co-operation, and

Resolution 13 (XIII) concerning the Commission's programme of work for
1958/1959.
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4. Annual report of the Commission to the fconomic and Soecial Council
In its annual report to the Economic and Soeisl Council (E/3092), the

Commission gave the following summary of the discussions affecting the Housing
Committees

"A considerable number of delegations expressed their appreeiation of the
constructive and practical work carried out by this committee. General

satisfaction was also expressed with its working procedures involving the growing

_~use of expert rapporteurs made available by governments and increasingly closer

?////'working relations with a large number of other international organizations having

yd

an interest in various specialized aspects of housing. It was felt that such
procedures enabled the Committee to provide a useful focal point end co-ordinating
facilities for these organizations.

The comprehensive work on housing finance which it was noted would shoxtly be
completed was singled out as a substantial contribution to the solution of
problems of immediate concern to governments. Some delegations requested the
Secretariat to be particularly careful when drawing conclusions from this work
which might affect the wider economic and social policies of governments,

The considerable advance made in the field of statisties, including the
issue of the Quarterly Bulletins of Housing and Building Statistics, which
were now appearing on a subject rather than acountry basis, were considered by
several delegations as being fundementel to the Committee's work of economic
analysis and reporting. The financiel implications of printing en Annual
Statistical Bulletin, which was being prepared for the first time, (at an
estimated yearly cost of $2,000) were zlso noted., The delegate of Belgium
suggested thet the Committee's Statistical Working Party should focus its
attention on housing rather than building statistics. The delegate of Sweden
thought that there were praoctical limits to attempting to arrive at standard
definitions of statistical concepts in the field of housing end that in the
future more attention might be paid to developing and improving national
statistics which would also be useful for international studies,

Several delegations expressed the wish that the Committee's work on
technical policies of governments in relaztion to the industrislization of

house~building and with particuler emplasis on reducing the cost of building
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should now be given priority. There was general agreement on the importance of
the Committee's work on standardizetion and modular co-ordination. As to the
Committee's decision to hold a meeting on this question, as recorded in the
report of its fifteenth session, two delegations thought that such a mecting
should not be held until the work of the European Productivity Agency on
modular co-ordination had been completed.

The establishment by the Committee of a longer-term programme of group
(™

visits was welcomed by many delegations as facilitating advance planning and A

wider participation which would make such sharing of experience and information
on the spot more useful in the future. The work of the International Council
for Bullding Research Studies and Documentation (CIB), which it was recalled
was established following preparetory work and recommendations by the Committee,
received favourable comment for providing facilities for technical co-operation,
the dissemination of technical and scientific documentation and other forms

of all-Furopean contacts in this field."

5. Programme of work of the Housing Committee

The Committee adopted its work programme at its fifteenth session in
November 1957 (HOi/Working Paper No. 71, paragreph 18). The work progremme
was submitted to the Commission in document E/ECE/318. Resolution 13 (XIII),
to which attention has already been drawn, concerning the Commission's
programme of work for 1958/1959, relates also to the work programme of the
Housing Committee.

~
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ANNEX T

EXTRACT FROM SUMMARY RECORDS CONTAINING A SUMMARY OF THE INTRODUCTQRY STATEMENT BY
THE CHAIRMAN OF THE HOUSING COMMITTEE AT THE PLINARY SESSION OF THE ECONOMIC
COMMISSION FOR EUROPE IN APRIL 1228 D A SUMMARY OF THE FNSUING DEBATE ON THE

P SACINE ISL MUYV X

"Mr. BONNOME (France), speaking as Chairmen of the Housing Committee,
introduced its report (E/ECE/307-D), Drawing conclusions therefrom on the
Committee's structure and method of work, he said that at the moment the
Committee had only one standing organ, namely, the Working Party on Housing and
Building Statistics, which, having completed most of its work, would not need
to meet so often. The new method of work consisted in making ever greater use
of expert rapporteurs nominated by governments and by the international
organizations participating in ﬁhe Committee's work, and would meke it possible
to handle the ever-gr wing volume of work without increasing the number of
meetings.

Another improvement was the new practice of concentrating on a group of
closely connected problems at each session; that had the dual advamtage of
facilitating thorough discussion of the problems and saving governments the
trouble of sending experis whose presence was required for only part of a
session. Nevertheless, in view of the tasks the Committeec hed set itself,
it was essential for it to continue %o meet twice a yeorj otherwise the sub-
mission of reports might be delayed and the sessions themselves lose some of
their‘value, much of which dependad upon the periodical exchange of views.

Mr. SIMONET {France) noted with satisfaction the i'provement in
working methods, psrticulerly the appointment of rapporteurs, which had mede
the Committec's sessions more productive and increased the material available
to the Secretarist for the prepdration of its report. The co~operation of the
International Organization for Standerdization, of the International Federation
for Housing and Town Plenning, of the International Union of Architects and of
other organizations would be of great assistance to the Committee, which could
thus co-ordinate the activities of those bodies.

So far as the progremme of work was concerncd, the French delegation
attached special weight both to the financing of housing (2 critical review of

such finsncing policy in verious countries would be of special interest) and to
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industrizlization, ¢ new aspeet of the building problem. It =lso cpproved the
continuance of eid to the less industrialized countries by the despatch of
qissions of experts and the disseminastion of informetion on up-to-date tééhniques
"'which could be used in those countries as they became more and more industrialized,
Lastly, the French delegation wo:r actively interested in the work of the
Internationsl Council for Bullding Reseerch, Studies and Documentation, which
should be as a veritcble resesrch and plenning offiece for the Committee.

Mr. FANIEL (Belgium) considered thet, in collecting statistics on
highwey, bridge =nd railway construction, the Working Porty on Housing and
Building Statistics was going beyond its terms of reference. If the high
standerds of work done st Geneve were to be maintained, & working perty of the
Committec on Housing should not dcal with sueh questions.

With reference to the study on the finaneing of housing (HOU/Working Paper
No. 66 and Addenda and Corrigenda), he recalled thet the Seeretariat's
tentative conclusions set out in Chopter V had given rise to some difficulties.
Like the Commission's cnmual Economic Survey of Burope and quarterly Economic
Bulletin, the studies made by the secreteriats of the various committees were
working documents which did not commit the Commission itself. Since, however,
some housing problems had, et times, rother awkwerd political implications,’
government representetives on the Committee had to be on their guard, and could.
not allow their government's polieies to be condemned., As, moreover, the
Commission end its subsidiery orgens were economic bodies, it would be better
for them to refrain from formulating conclusions in their studies, Such a
course would no doubt be better thon expressing views which vere no more than
an unsatisfactory compromise. '

So far as the Committec's programme of work was concerned; he doubted
whether‘aniad‘hoc meeting to accelerste the practiczl spplications of
standardization and modular co-ordination would be of any value if its terms of
reference were so broad as to embrece the study of standardization of building
mcteriels throughout Europe.  Such 2 mecting could be of use, however, if '
its séope were iimited to practical aspescts of the problem snd to local necds.

Mr. KUDRYAVTSEV (Byelorussisn Soviet Soeizlist Republic) said that
during the past year the Housing Committee had continued to do useful and
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importent work. The long-term programme of group visits on which it had agreed
should prove highly beneficial. It was to be hoped that the visits would be
arranged with an eye not only to the technieal aspects of housing but also to
its economic aspects, In order to derive the meximum benefit from them,
participants should be provided in advance with descriptive material in their
working languages.

The Committee's progremme of work was generally satisfactory, but it should
pay more attention to the question of technical standards in house-building and
the use of modern types of machinery and materials and modern building methods,
not only from the technical but also from the economic point of view. He
therefore supported the Swedish proposal that further studies be carried out on
the reduction of the cost of house construction. The Byelorussian Soviet
Socialist Republic, whose recent experience in housing had convinced it of the
contribution the use of prefabricated components and up~tc-date construction
methods could meke, would continue to pley an active part in the Committee's
work,

Mr. HEINZ (United States of America) said thet the United States
Government warmly approved of the Housing Committee's work, which appeared to
have benefited all the countries taking part in it., The Committee had shown
considerable flexibility in its organizational arrangements; and its recent
work on the financing of housing wes especially praiseworthy.

With regard to the Belgian representative's remarks, the United States
delegotion saw no objection to governments meeting to consider what they could do
to facilitate the adoption of modular co-ordinction, particularly if the meeting
were held after the Europesn Productivity Agency had completed its reports on
the subject early in 1959.

Mr. MAKIEDO (Yugoslavia) said that while his delegetion was, in general,
satisfied with the Committee's work, it thought that more attention could be
given to the problem of the urhanization of rural ereas. Yugoslav experts had
been mepping out the lines which the study of the problem could follow, and a
key study had already been distributed to members of the Gommittee. He hoped
the Committec would be sble to take a decision on the matter at its next session.

His delegation olso considered that the establishment of o regional centre
for the improvement of housing in Turkey, Greece and Yugoslavia would be of

great benefit to those three countries.
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Mrs. .2CK (Sweden) thought thet, in the effort to secure internationally
comparable statistics, too much sttention was being given to the stenderdization
of definitions end terms. In housing, » field in which there were greet
differences of institutional orgenizetion, climete, tradition and policy between
one country snd another, greater emphasis should be placed on the improvement
of nationsl statisties for netioncl purposes. Such statistics would also be
of use to the Committee in preparing comparative surveys.

She notcd that the Cormittee hod drown up © long-term programme of visits
to various countrics. That was an exemple which could with advantoge be
followed by other committess as well, for it wes often a motter of some difficulty
for governments to send cxperts to international conferences.

Mr. DEGTYAR {Union of Sovict Socialist Republics) said thet a
tremendous cffort wes now under way to improve the housing situation in his
country. The results that were being achieved would have becn impossible
without the recent complcte trahsformation of the building industry.

The success of the Committe.'s work had been duve to the joint efforts of
all;ﬁhc participating countries. The visit to the Soviet Union, to teke place
in 1959 st his Government's invitetion, cnd the other visits, erranged by the
Committee over Shc next three yeors, would be to c¢nable national experts to
learn somcthing of the lotest methods end improvements in other countries.

Grest importance attrsched to the study of such mctters as the quality of
housing and the reduction of building costs. The USSR had transmitted a
monogreph to the Secretariat for use in preparing the report on the subject.

It wis desirable thet grester nttention should be paid to the effects of
industrinlization and mochanization and to the use of new building materials:
but the study of hechnical policics and building costs was not being pursued
with all fhe vigour it deserved.

Trade in building materinls wes also of groat importance, perticulerly in
connexioﬁ with the problem of moduler coordin-tion. His delegntion approved
the Committee's decision to convene o special mecting on the latter subject
and considercd that it should be held not leter than the end of 1958 or the

beginning of 1959.
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The study of the utilization of space in gspertment houses and rural
dwellings would be of grecat interest, and his delegation hoped thet when
completed it would hclp to clarify the best methods of providing cheap and
comfortable housing in both country and town.

There should be & better balance in the Committee’s work between the.
engineering'and economic espects of building. The Committee should in
particular give more¢ attention to technical developments, the introduction of
new meterials, machinery and methods, snd the orgenization of the industry,

‘ particulerly from the standpoinf of efficiency and economy.

Lastly, exchanges of informction should be widened and intensified.

Mr. BERIO (Italy) seid that, although his country hed prectically
solved the problem of urban housing, no final solution had yet becn deviscd
for rural housing. His delegation would therefore like speciel attention to
be peid to the quesitiion of rural housing in the Scereteriat's annuel study.

The Italien delcgation considered the establishment of the ad hoc Working
Party on Housing Problems of Less Industrialized Countries to be perticularly
timely. That was a subject on which fruitful colleboration could be
established belween the countries of southern Europe.

Mr. WRICHT (United Kingdom), referring %o the support ecxpresscd by
the representatives of Bolgium and the Union of Scviet Socialist Republies for
a meeting on modular co-ordination, said that while his delegation agreed with
the idea of modular co-ordinetion, it considered that the issuc should not be
forced by holding cn ad hoc meeting before the study in course of preparction
by the Buropesn Productiviiy Agency was evailable which would not be before the
end of 1959,

Referring to the Yugoslav representative’s suggestion that the Committee
s%rald study the problem of urbanization, he expressed the view that the
inclusion of that subjcet might unduly broaden the Committee's programme.
Whereas housing could be closely defined, urbenizetion involved the study of
such matters as the allocation of land and resources, and the result might
therefore be to slow down the Committccls worl.

Mr. KOROED (Ukreinicn Sovict Soeialist Republic) said thet the

Committee's work would be even more cffective if the Committee also studied the
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latest methods and problems of mechanization from the point of view of
feasibility and relicbility of operation. ’

In 1957, his delegation had proposed & long=term plen for visits of housing
speeiclists to differcnt countries. The exechange of visits and information
organized under the Committec's auspices should be extanded.

In conelusion, he grve a brief cecount of the housing progress in the
Ukrainian Soviet Socialist Republie.

Mr. BONNOME (Franoe), speaking as Chairmen of the Housing Committee,
said that the Committee would bear in mind the points made during the diseussion,
particulzrly those concerning the development of technieal studies. At its
November session it would be starting on e study of the industrialization of
building.

Replying to the Belgiaen representstive, he said thet the Committec had no
intention of eollecting statisties on highways, bridges end reilways. It would,
however, find it necessary to deal with the eost of road-meking in gonnexion
with housing sites, whish sometimes accounted for a quarter of the totesl eost
of building.

As for the question whether eonelusions should be drawn in the report on
the fineneing of housing, there had becn a lively debate on that point at
the Committec's last session, and the Committee itself would take its deeision
in due course.

Modular co-crdination had given rise to a certein amount of difficulty
owing to divergenees ¢ intercsts, Rapporteurs had been appointed to
prepere for an ad hoe mecting on the subjeet end, with their report before it,
the Committee would be able to take a deeision in full knowledge of the facts,

With reference to group visits, he reported that a questionnasire prepered
by the French delegetion was elready in existence end hed proved a suceess.

So far as he eould sec, therc wss no serious differenee of ¢pinlon between
the members of the Commission and those of the Committee on the latter's
aetivities as & whole, Therefors, subjeet to the observations on points of
detail made during the diseussion, the Commitice would continue to work on the

same lines ss hitherto,.?



HOU/Working Paper No. 77
Annex 1T
page 1

ANNEX TT

RESQLUTIONS AFFECTING THE WORK OF THE HOUSING COMMITTEE
RESOLUTION I (XTIII)

CONCERNING THE IMPLEMENTATION OF RESOLUTION 2 (XII)

The Economic Commission for Eurcpe,

Bearing in mind its rcsolution 2 (XII),

Having noted the reports on the promotion of economic reletions and
co~operation among the countriecs partieipating in the work of the Commission,
submitted et its thirtecnth session,

Wighing to be kept informed of the progress made and the results obtained
through the implementation of the aforesaid resolution by the competent bodies
of the Commission,

Requests the Executive Secretary to submit to its fourteenth session =2

eomprehensive progress report on such activities,

RESQLUTION 2 (XIII)

CONCERNING ECONOMIG, TECHNICAL AND SCIENTIFIC DOCUMENTATION
The Economic Commisgsion for Furope,

Apprecisting the importance of enabling countries members of the Commission
to be kept regulerly informed of the most recent achievements in the various

fields covered by the Commission;

Considering thet the publication of appropriate documentation would promote
better reciprocal knowledge of the level reached by countries participsting in
the: work of ECE; | | |

_ Invites the Executive Secretary:
- to assess the extent to which existing internationel bibliographies
and selected lists of documentery films meet documentation requirements
in the fields coming within the competence of ECE;

- to report to the subsidiary bodies and the fourteenth session of the

Commission on any omissions revealed by thot asseszment end on the
best means (including e finencizl estimetc) of remedying them;

- t0 develop in thc meantime the cction clreedy teken in this connexlon

by the Commission's subsidiary bodies in the normal course of thelr work.
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RESOLUTION XIII)

CONCERNING THE DEVELOPMENT OF CONTACTS
BETWEEN COUNTRIES PARTICIPATING IN THE WORK OF THE COMMISSION

The Economic Commigsion for Furope,
Recslling the recommendations of its resolutions 1/X/, 4/XI/ end 3/XII
concerning the development of contcoets between countries participating in the

work of the Commission,

Noting with satisfaetion the progress achieved so for in this ficld with
the ossistance of the Committess and their subsidiary organs,

Noting szlso with satisfaction that improvcd faeilities have be.n mede
eveileble in some countries for tourists and that several countries partleipating
in the work of the Commission concluded bilatcral sgreements concerning
development of relations in various cconomie fields ineluding industry, trade,
agrieculturc and technology,

Invites the subsidiery organs of the Commission and the Seereteriat to
eontinue their efforts for the promotion of eontacts, ineluding study tours,
between gountries participating in the work of the Commission,

Further invites countries p-rtieipsting in the work of the Commission to ‘
develop further such contacts and, on & basis of reeiproeity, facilities for

business visitors and tourists.

RESOLUTION 6 (XIIT)
CONCERNING PRODUCTIVITY OF LABOUR
Recognizing the importance of the study of the problem cf produetivity of
lebour for roising the stondard of living, pertieulerly under eonditions of
present-day technological development; |
Toking note of the work already underteken in this field by the Committecs
and other organs of thec Commissiong
Taking note of the cfforts undert-ken by national orgenizations and
specialized agencies of the United Nations towards a study of the problem of
productivity of lsbour in Europe, |
THE ECONOMIC COMMISSION FOR EUROPE
Invites the Committcecs and other orgens of the Commission to eontinue to
devote their attemtion to aspeets of productivity relsted to the points inecluded .

in their respective progremmes of work;
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Requests the Exccutive Secretary to:

(1) Consult as he deems appropriate the speclalized agéncies of the United
Nations end other organizztions, nationel and internstional, which are already
examining problems of productivity of labour in relation to the above points;

(2) Drew up a list of these organizations, with a view to establishing
contact with them;

(3) Distribute this list to the organizations referred to in paragraph (1)
above and to the governments taking part in the work of the Commission, with a
view to facilitating co-operation and exchange of information between the nbove=
mentioned organizations;

(4) Inform the Commission at its fourteenth session of thec work underteken

in accordance with the present resolution.

RESQLUTION 9 (XIII)

CONCERNING INTER-REGIONAL CO-QPERATION

The Economic Commission for Europe,

Congidering the important role of rcgional economic commissions in the

development of the economy of their respective regions,

Mindful of the importance of close co-operation between regional economie
commissions in particular when they are confronted with problems of common
concern or of analogous or similar character,

Referring in this connexion to the General Assembly resolution 627/N1IXI on
the activities of regional economic commissions and economic development of
under-developed countrics, as well as to the rocent General Assembly resolutions
1155/XI1 on the proposed Economic Commission for Afriea and 1158/XII on the
activities of the regional economic commissions,

Expresses the hope that a close co-operation among all regional commissions
will enhance the expansion of mutually beneficial commereial and other economic
relations between countries participeting in their work with the aim to pronote -
in compliance with the spirit of Article 55 of the UN Charter ~ "higher standards
of living, full employment and conditions of cconomic and soeial progress and
development®,

Invites its subsidiary organs and the Secretariat to continue fully to

co-operate, in the spirit of the resolutions mentioned above, in accordance with
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establishcd procedurcs, with the other regional economic commissions, and their
organs.

RESQLUTION 13 (XITI) ,
CONCERNING THE COMMISSION'S PROGRAMME OF WORK FOR 1958/1959

The Fconomic Commission for Furope,
Heving cxamined the reports of the Committecs on their activities, the
" notes of the Executive Sceretary on cortain questions, and the programme of
work of the Commission for 1958/1959;
Noting that in the course of the thirtcenth session a number of points
were made by various delegations rcgerding its programme of work;
Draws the attention of the subsidiery bodices of the Commission to points
mnde s contained in the relevant perts of the records of the thirteenth session;
Invitcs its subsidiary bodies to consider these points when adjusting

their programme of work.



;4Lx//£i;/¢t,ﬁpé7ff
Distr.. (:/

RESTRICTED

HOU/Morking Paper No, 78
30 April 1958

' Original: ENGLISH
ECONOMIC COMMISSION FOR EUROFE

BOUSING COMMITTEE
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THE FINANCING OF HOUSING IN EUROPE

Note by the Secretariat

At its fifteenth gession the Housing Committee adopted the following conclusions
reached by an ad hoc Working Farty which met during the session:
| "It was unanimously agreed to recommend to the Committee that it should
consider in what should be a brief discussion at its sixteenth session a revised
draft of the whole report on finaﬁcing of housing. Mr. Burroughs wished to
record his reluctance'to agree to this recommendetion, but did so in the
interest of unanimity. For the purpose of preparing the revised draft,the
Working Party recommended to the Committee that the following steps should be
taken: , 3 '
(1) govermments should.be asked to send to the Secretariat as soon as possible
and not later than 15 January 1958 written comments on the present text
of the report together with certain additional information as specifically
requested by the rapporteurs, They should be asked t0 send eight copies
of their communications with a view to facilitating the work of the
rapporteurs,;

(i4) a meeting of the rapporteurs should be held about the middle of February
to consider the comments received from governments and such revisions of
chapters as will have been prepared by that date by the rapporteurs and
the Secretariat;
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(11i1) subsequent to the meeting, the rapporteurs should be asked to complete G‘L
theif contributions as quickly as possible so that the Secretariat could :
prepare a revised draft of the whole report for circulstion to the
Committee in the three langﬁages a full month before the sixteenth session".
(E/ECE/HOU/71, paragraph9).

The revised draft of the report is éttached. It has not proved possible to
complete this draft as early as the Committee requested, partly because comments
from some governments on the earlier draft were not received unﬁil well after the
date set by the Committee, and partly because both the rapporteurs and the Secre-
tariat have thought it right to make the extensive revisions to and expansion of
the text which were necessary for the final published version even if the Committee

- had not wished to discuss snother draft.
| It should be noted that the revision of that part of Chapter III which deals
with eastern Europe has not been received from the rapporteur at the time of writing
and is not therefore included in this draft; it will be incorporated in the final .
published version,

With a view to preparing the text of the final version for publication as
rapidly as possible after the sixteenth session of the Committes, governments are
requested to let the Secretariat have their comments in writing, preferably before

the sixteenth sesion, and at the latest by the end of June 1958.
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PREFATORY NOTE
In October 1955 the Housing Committee took note of a resolution on the financing

of housing adopted at the twentieth sess;on of the Economic and Social Council
(E/ECE/HOU/56, paragraph 10). At its next session the Committee, in examining this
resolution and taking into account also the extensive work already done or in hand.

- on the subject of housing finance, decided that a comprehensive report should be

propered and that one at least of its sessions in 1957 should be devoted malnly to
8 discussion of the question, It was decided that the main purpose of the report
should be to attempt to set the different olements er financing policy in relation
to housing within a suitable over-all framework and to draw conclusions wherever
possible. The following rapporteurs were appointed to work with the Secretariat:
Mr..Datzkov (Bulgaria), Mr. Salaiin (France), Mr. di Lorenzo (Italy), Mr., Seip (Norway).
Mr. Andrzejewskil(Poland)5 Mr, Burroughs (United States of America) and Mr. Robert
(International- Oo-operative Alliance).

Subsequently the rapporteurs and the Secretariat have been engaged in preparing

- the report and in addition have met on a number of occasions. Drafts were discussed
. at the Committee at its two sessions held in the course of 1957, As already

1nd1cated, this report is essentially a culmination of work done on housing finance

. by the Housing Committee over a period of years. The results of the first phase of

this work were embodied in Mothods and Techniques of Financing Housing in Europs,
which was published esarly in 195251) this repert was primarily descriptive in
character, with a number of general cohclusions. The next step was a study on rent
policy, published in Anguet 1953.(2) As was stated thers, "one of the main points
which emerges fram the present enquiry is in fact the interdependence of the different
aspects of housing policy and in partioular the relation between rent policies,
subsidy policies and the size and nature of the housing programme ..... Some of the
principal defects of the existing systems of control stem from a failure to look at
housing policies as a whole.," 'In the annual surveys of housing rolating to 1953,
1954 and 1955 chapters were devoted to specific aspects of housing finance. Thus

(1) (E/ECE/IM/HOU/38), ECE, Goneva, March 1952.
(2) Buropean Rent Policies, ECE, Geneva, August 1953 (E/ECE/170),
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a chapter in 1954 on financial techniqués brought up to date and increased the
country coverage of the first report, and added a brief discussion of taxation
policy in relation to publie assistance for house construction., In the same year
there was also a dhapter on financlal charges, discussing the division in the long
run of expenses for curront house construction between the state and municipalities,
and those occupying housesgl) In the following year there'was a éhapter on some
current problems in financing house construction which attempted to evaluate and
compare certain aspects of public policy in relation to the finaneing of, or the‘ d
provision of financial aid for, house-building.(a) In the next year there was a
discussion of the private financing of housing.(a) ‘ '

Housing policy, and therefore the financing of housing, are intimately related "
to ecbnomid and social policies, which differ widely from country to country, -At )
one ehd of the scale housing is regarded as a service to be'made available at a '
nominal or extremely low cost; at the other, onec ofvthé'priméry aims of policy is
to promote owner-occupation with as little public financial aid as possible. It
is evident, therefore, that comparatively few universallyAapplicable conclusions can
be drawn on housing finance. The main purpose of .the present enquiry is to attempt
to put the whole problem in its proper setting to enable countries to examine in
dotail cach othor's policies and methods and, while not making specific recommenda=-
tions, to show the consequence of different techniques and policies.

As in any enquiry of this kind, ceftaih value premises have been taken as a
starting point. Thus although there are wide vapiations between countries, there
is a need everywhere for more and better housing. The capital cost of a house is
high and thercforc housing makes heavy demands on investment resources, which are
scarce; there is inevitably competition between housing and directly productive

investment, particularly in the countries where there is the greatest need to increase

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

(2) European Housing Developments and Policies in 1954, ECE, Geneva, August 1955,
(E/ECE/209) .

(3) European Housing Progress and Policies in 1955, ECE, Geneva, August 1956,
(E/ECE/259) .
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the housing programme. Furthermore, partly as a result of heavy capital cosis and
partly because of the high real cost of building, the annual cost of a house in
relation to average family incomes is also high, Thus there is a need to tap new
savings and channel them into house construction., This in turn means that housing
has to be financed as efficiently and cheaply as possible, Where public aid is
required, as is in varyihg degreés normally the case throughout Europe, it has to be
made to go as far as possible and to be concentrated in the first instance on those in
greatest need. Finally, forms of finaneing have their éffect on the cost of building
and should be desigmned to encourage the reduction of building costs. These starting
premises would appear to ocommand general assent. |

The enquiry falls into two parts, one consisting of. analysis and the other of
factual country reports drawn up as far as possible in common form., The country
reports have formed the prinecipal sources for the enquiry but othe; sources drawn upon
are indicated in footnotes to the text. It will be seen that Part I attempts to set
out systematically all the relevant facts and is throughout analytical in character.
For the most part, however, it is left to the reader to draw the explicit conclusions
which may be applicable to a particular country. Owing to the marked differences
- between western and eastern Europe; in the main theée two groups of countries have
been discussed separatély. Part II, consisting of the country reports, will appear
in the final published version, Part I comprises five chapters. In the first the
economic and financial problems of housing are discussed. In the second the basic
setting is further developed by a discussion of investment in housing and hence the
relative magnitude of the financing problem ini different countries. The third
chapter examines the sources of capital for housiné and the financial institutions
concerned with channelling capital into housing. The fourth chapter, which is the
heart of the enquiry, discusses public financial aid to all kinds of housing. The
£ifth and last chapter attempts to highlight the principal policy issues arising.
Annex I deals with the financing of co~operative house-building.

The report has been prepared jointly by the group of rapporteurs and the Secre-
tariat on the basis of a division of labour, but the whole group have discussed
among themselfaé the different chapters at successive stages of preparation,
Following normal practice; the final text is issued on the sole responsibility of
the Secretariat,
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PART 1
CHAPTER I
THE UNDERLYING ECONOMI NANC RO s

This chapter outlines the underlying general economic and financial problems
associated with housing, as an introduction to the whole report. These problems '
begin with the high capital cost of a dwelling., As is shown in Chapter IV, a modern
dwelling costs about four times the average annual income of an adult male worker in
Burope today and even more in some less industrialized countries., The result is that
few can afford to provide themselves with a dwelling out of current income as 1s
possible with other necessities of life, This high capital cost has shown little
change over the yeafs in real terms. The gains made from more efficient building
techniques and, in particular, from the application of industrial mass production to
many of the component parts of a dwelling have been offset by the better quality of the
dwellings required and by rising factor prices. Improved real incomes have also been
offset by the cost of this improved quality. 1In fact, a working-class dwelling in
. most. countries in Burope now costs more in terms of wages than it did at the beginning
of the century. For example, in Dublin just before the first world war a working-
class dwelling cost the equivalent of 133 weeks' wages of a tradesman; in recent
years the cost was equivalent to 145 weeks' wages, Similarly, in Oslo an average
working-class dwelling cost the equivalent in 1890 of about 1,000 days' wages and in
1954 between 1,200 and 1,300 days' wages.,

The progressive improvement in the dwellings requires has been brought about in
reaponse to improved conceptions of what constitutes a minimum suitable dwelling.
These conceptions have included structural improvements such as in the size of dwellings.
Table 1 shows the increase in the size of the dwellings being erescted in a number of
""" gountries in recent years as compared with the 'twenties.
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Table 1
Changes in Size of Dwellings
Percentage of dwellings built
. consisting of?
Country Years Towns T ‘
2 or less 3 4 5 or more
. rooms | rooms | rooms rooms
Austria | 1920 to 1929 $v1énna) | 69 25 6 -
T | 1955 (all dwellings) 53 33 9 5
- 'Dénmark { 1920 to 1929 | (all towns) A C41 | 36 19.. ..
A 1955 : (a1l towns) 6 13 | 39 | 4
Finland | 1920 to 1928 | (all towns) 22 37 | 22 .19
) 1955 (all towns) 17 25 31 | 7
Ttaly | 1928/1929 (Milan) 28 T34 | 2A 1T
© 11954 (residential | =20 27 | 30 - 23
N | _ buildings) o - - .
. Norway | 1925 to 1929 £26 towns) : 9 | 33 31 7
1955 all dwellings) 1 15 45 29 ’
‘Sweden | 1920 to 1928 | (all towns) 39 | 32 14 15
3 1956 - (a1l dwellings) 8 - 31 28 | .23 -
‘Sources: - Pre-war years: Housing Policy in Burope, Studies and Reports;
o Series G, No. 8, International Labour Office; Geneva, 1930, page 53«
~ Post-war years: Buropean Housing Progress and Policies in 1955, ECE,
Geneva, August 1956 (E/ECE/259) pages 9 and 10yand official informa-
tion supplied by Governments. ‘
Notes A kitchenette has not been counted as a room but & kitchen has.

Other improvements, probably adding more to capital cost than increases in size, have
beén int:oduced, such as reductions in housing density, moré open space, a greater
profusion of services and more elaborate equipment. These impfoﬁing and potentially
cbstly conceptioné of a moderﬁ dwelling have been matched bj:anrogressiVe‘sodial
policy which has rightly'inéisted on ﬁhe application of similar staﬁdafds t6 the-
housing of all classes of the community. In its origins in the nineteenth centrry,
this social policy was a sanitary one designed to reduce the dangzrs to public health
which arose from low housing stendards and the proliferation of overcrowding., It '
was the reaction of the times to the economic problem presented by the high capitél
cost of a dwelling., This essentially nega%tive approach has now given way to the
positive social policy of trying to ensure that 211 have theopportunity of obtaining
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a dwelling of high minimum modern standard. Even in its negative aspect the social
policy of improved minimum standards brought with it for public authorities the
obligation to intervene in the financing and supply of dwellings, since the insistence
on improved minimum standards was meaningless if the.economic problem presented could
not be solved without such intervention. While, in itself, the higher real capital
cost would not perhaps have necessarily involved public intervention in the financing
and supply of dwellings, in most countries a combination of other circumstances, given
the high capital cost, have made such a policy inevitable,

In the post-war period, the economic problem of the high capital cost of a
dwelling has grown owing to the marked increase in many countries in the quality of
post-war dwéllings as compared with pre-war. An analysis made in the United Kingdom
in 1947 showed that improvements accounted for about 38 per cent of the increase in
cost of aAtypical local authority house as compared with 1938/1939(1).
in real cost, however, were by no means solely the result of rising housing standards.

The increases

Even in countries where building materials prices and bullding wage rates rose no more
than prices and wages generally,(z) a decline in productivity increased in real costs
in the early post-war period. This was due to several different causesy delays
caused by shortages in material and labour, particularly skilled labour; the generally
low efficiency of an industry re-organizing itself after a long lay-off; over-demand;
and frequently the lower efficiency of the meny newly recruited workers. In the
United Kingdom, it was estimated in 1947 that lower productivity accounted for about

15 per cent of the increased cost of a post-war house(ﬁ).

Table 2 shows the course of building costs and prices in the post-war period in

selected western Furopean countries. The indices are of building prices; except for
the Netherlands and Switzerland where they relate to the actual cost of a dwelling.
The fall shown by the latter indices between 1947 and 1950 shows the extent to which
improved productivity, following the removal of the early post-war difficulties,
reduced the cost of a dwelling. In the long run, however, the actual cost of a

(3)

dwelling has increased owing to the general rise in prices and wages from the

Korean war onwards.,

(1) "The Cost of House=bui'ding", First Report of the Committee of Enquiry appointed
by the Minister for Health, HMSO, London, 1948.

(2) The United Kingdom was one such country, at least, in 1947 and 1948, See Marian
Bowley: "Housing and the Economic Crisis in Britain", International Labour Review,
February 1949, page 145,

(3) Belgium appears to be an exception.
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Table 2
Comparison of the Levels of Cost of Living, Buildine Costs, Rent and Earnings in Selected Countries, 1947, 1950 and 1955
(Index numbers: 1938 = 100)
Cost of living Euilding prices and costs Rent Hourly earnings in industry
Country i
1947 1950 1955 1947 1950 1955 1947 1950 1955 1947 1950 1955
Austria 211 465 721 - 550 886 . 67 124 334 285(a) 422 761( o)
: b b
Belgiun 293 339 409 350 400 485 169 222 323 352(b) 439( ) 514( ) ©
Dennark 163 176 246 185 220 282 117 128 136 1658) 21648) 313(d)
Finland 590 921 1,147 620 1,110 1,575 137 223 697 815(6) 1,518(e; 2,322(9)
France 1,5808) 2,020 2,665 1,550 1,820 2,730 240 476 1,204 412'%) 926'f 1,745\ %
Italy 4,575 4,854 6,688 5,380 5,720 7,323 247 730 2,334 8,062(a) 8,561 11,322
Netherlands 199 239 3225 400 350 450 100 100 146 194(g) 229(g 308(g)( )
h
Norway 160 167 230 175 180 231 94 95 113 171(9)(h) 196(9)(h) 290(9)
Syeden 147 159 232 150 160 218 107 108 144 175(h) 205§h) ) 349(h)( ' )
Switzerland 158 159 173 195 180 199 103 108 127 195e)(2) 205(¢) (_1 234 e) *
United Kingdom 170 191 277 240 270 220% 111 114 132 224(1) 258(1) 369(:L
Western Germany 160(e) 151 175 215 185 239 100 103 | 122 116 162 230
Notes and sources: - Indices of cost of living: The indices for 1947 and 1950 are from the Economic Survey of Europe in 1950, ECE, Geneva, 1951, page 198; they include rent;
: those for 1955 are exclusive of rent and are taken from Buropean Housing Progress and Policies in 1955, ECE, Geneva, August 1956
(E/ECE/259) page 28.
~ Indices of building prices and cogtst The indices for 1947 and 1950 wre from the Lconomic Bulletin for Europe, Vol. 4, Ho. 1, ECE, Geneva, [pril 1952, page 28,
Those for 1955 were calculated by linking the series in European Housing Progress and Policies in 1955 (E/ECE/259) page 35 to the
series in European Housing Progress and Policies in 1953, ECE, Geneva, August 1954 (E/ECE/189) page 45.
— Indices of rent: The indices for 1947 and 1950 are from the Economic Bulletin for Europe, Vol. 4, No. 1, page 28. Those for 1955 are from European Housing
Progress and Policies in 1955 (E/ECE/259) page 28.
~ Indices of hourly earnings in industry ¢ Source: National statistics.
1948.
1936 to 1938 = 100, Wage and rates.
June 1955.
Wage and rates.
1939 = 100,

H 50 = © R0 o ®

Metal industries, wage rates, men only, 1939 = 100,
Men only, 193%8/1939 = 100;
Men only.
October.

October.
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While the capital cost of a dwelling in monetary terms has increased throughout
the post-war period, the real capital cost in relation to wages appears to have de-

creased in a number of countries.,

Table 3 shows that the ratio between hourly

earnings in industry and the building cost of a dwelling has improved in the three

countries for which an index of the cost of a dwelling is available.

In other

words, in terms of workers' earnings the building cost of a dwelling has fallen in

the post-war period.
building costs through higher productivity.

This is due both to rising incomes and some reduction in real
Only in Switzerland, however, do wages

appear to have increased more than the building cost of a dwelling compared with

pl'@"’i'al'o
(1938 = 100)
| Hourly earnings Ratio botwoon earnings
Country Cost of a Dwelling in industry “and dwellingﬁcost
1947 1955 1947 1955 1947 i 1955
}

Netherlands 400 450 1948;‘; 308 g;; 2.06 1.46
Switzerland 195 199 193¢ ) 234 () 1.01 0.85
United Kingdom| 327 | 379 |  224'° 369 '° 1.46 1.03
Sources: - Indices of dwslling cost:

(a) Men only, 1938/39 = 100, October.

(b) 1939 =

Netherlands and Switzerland: 1947 - Economic Bulletin for Furope,
Vol. 4, No. 1 ECE, Geneva, April 1952, page 28.
1955 - Official information supplied by the Covernments.

United Kingdom: 1947 - Calculated from the figures given in the Cost
of House Building op. cit.

1955 - Calculated from the figures given in the Report of the Ministry
of Housing and Local Government for the year 1955, HMSO, Cmd. 9876,
Appendix I Table H. To the average tender price for that year about
2 per cent has been added to make the final cost.

- Hourly carpines in jndustry: National statistics.

100: October.

(c) October.
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(1)

the relation between wages and building costs(2) has been improving. The average

An analysis of building costs and wages in Norway shows that, there, also,
cost of a new dwelling with a loan from the State Housing Bank increased from

N. kr.29,000 in 1950 to 38,000 in 1956, The cost of a new dwelling of "normal"
size of 80 m2 gross floor space over the same period increased from N. kr.28,100
to 38,300} During the same period the average income of an adult male worker in
industry, calculated on the basis of official statistics of hourly incomes and of
a normal number of annual working hours of 2,250, increased from N. kr.7,250 to
11,500, Thus the relation between the cost of a dwelling and annual income was
reduced from about 4 to about 3.3 for the average dwelling and from about 3.9 to
about 3.3 for a "normal" dwelling. At the same time, however, there was a con=-
siderable improvement of the equipment standard and the thermal installation, as
well as a considerable shift of house-building from districts with relatively low
to districts with relatively high building costs. For a "normal" flat of 80 m2
gross floor space in Oslo the relation between building cost and income was reduced
from about 5.25 (N. kr.40,000 : 7,600) to about 3.66 (44,300 : 12,100)., In this
case there was a much more limited improvement in equipment and technical standards.
Statisties on pre-war building costs are scarce and a precise comparison with pre-
war cannot, therefore; be made. It seems likely that the average cost of a new
dwelling immediately before the war showed very nearly the same relationship to the
_annual income of a fully employed adult male worker as that found by 1956, Owing
to considerable unemployment in the 1930s the relationship is now more favourable
if the calculation is based on the actual average annual income. Moreover, the
average dwelling built in urban districts before the war was much smaller (normally
two rooms and a kitchen against the present three rooms and a kitchen and the
equipment standard lower.

In Belgium, also, there has been a significant reduction in recent years in
the cost of a dwelling erected by the Société Nationale du Logement in terms of
wages despite greatly increased provision of bathrooms, central heating and modern
kitchen equipment. Between 1950 and 1956, the average cost of a one-family house

(1) Furnished by the State Housing Bank.

(2) A1l figures of cost cited refer to building costs proper, i.e. without
the cost of land and its preparation.
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decreased by 1 per cent and that of an apartment by 7.7 per cent(l). During the same
period, wages in industry and transport excluding mines insreased by about 28 per cent(z)'
A narrowing of the ratio between the cost of a modern dwelling and average
earnings, which has occurred in some countries, iz of considerable importance for
housing policy. Unfortunately information is not available to show whether there
have been similar trends elsewhere; if so, and if these were tb continue at about
the same rate, the ability of wage-earners to afford new dwellings would incréésé
Significantly in the next few decades., It has teen shown in Chapter IV that in the
United States a dwelling of considerably higher standard than those erected in most
European countries costs less than three times the average annual income §f its
purchasers. Yet, since in the less industrialized countries of Europe & modern
dwelling to-day may cost as much as eightktimes ths annual average earnings of a
male wage-earner, even a significant narrowing in the ratio would still leave forﬁ-
ideble difficulties. Furthermors, in most countries there is still the need to
improve the quality of new social dwellings. I% is perhaps significant in this
connexion that.in. spite of uppreciable differences in quality, the relationship
between averege indusirial earniugs and tho cost of a dwelling is about the same in
8 large number of western Hiropean couatries ab varying stages of«econoﬁié devélop—
ment. It is also significant in the same cornexion that three of the four‘countries
for which the infermation is availeble and where the quality of the dwelling has
improved considerebly, the relaticnship betwsen dwelling-cost and average eafnings
" is no lower then befcrs the war. The importance of land.costs may also be noted,
In many countries a growing shortage of building land has ﬁhe effact of inflating
cosvs and offsetting any dowaward trend in real building costs. Furthermore, wages
of building workers tend tc increase in about the same ratic as those’of workers in
manufacturing industries while productivity has increased more slowly in building.
As a result wages in bailding have increased faster than productivity causing higher
building costs,. This is illustrated hy the faet that building costs ere higher in
the United States than in Europe since the lahour ussge in the industry is high there

\
also and wages are much higher than in Europe(B’n

TR ST BT S I

(1) Hehlter, Institut National dn Logement, Brussels, October 1957.

- (2) Bulletin de 1'Institut ds Recherrhes Fconomigues_et_Sociales,
Louvain, 31 October 1957,

(3) Gomparative Nationsl Products end Price Levels, OEEC, Paris
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Advences in building technique and organization offer some prospect of reduced
real costs in house-building, yet it seems unlikely that the reduction in real cost
which can be expected for some years to come will significantly affect the basic
economic problem presented by the high cost of a dwelling in terms of average incomes.
In faet it may well be = unless there is some dramatic change in the efficlency of
building as a result of industrialization of the industry - that the growth in
purchasing power of the average worker in Europe in terms of a dwelling is likely
to depend more on rising prodﬁctivity in other fields leading to higher real earnings
than to rising productivity in house=-construction which may tend to be offset for
some time to come by the provision of higher-quality dwellings.

Given the high capital cost of a dwelling in terms of average wages, dwellings
can be provided for the bulk of the population only by means of long-term credit.
This, in turn, requires individuals or institutions able and prepared to, to provide
the necessary credit, In the nineteenth century the private individual appears to
have found from personal sources the bulk of the long-term credit required for housing,
usually in the form of rented dwellings. Today in some countries, for example, in
eastern Europe, the private individual building dwellings to let has entirely dis-

appeared. In most countries he plays only a minor part. In Switzerland, however,
| most new dwellings, approximately three-quarters in communes with a population of
over 2,000, are still built for letting by private individuals putting in a substantial
personal investment. It is estimated that, on average, 25 to 30 per cent of the
investment in new dwellings to let has come from the proprietor and that the remaining
70 to 75 per cent. has been raised in the private credit market. Switzerland is
something of a special case. Rent control is based on a coverage-of-charges
principle which has safeguarded the return to house-owners and has not undermined
the confidence of investors in dwellings to letj relatively cheap capital has been
freely available in the private credit market up to a high proportion of the cost of
construction; the scope for private investors in rented dwellings has been widened,
on the one hand, by the predominance of apartment buildings as a result of the scarcity
of building land and, on the other, because separate ownership of the storeys of a
building has been prohibited by law; and intervention in housing by public author-
ities has been very restrained except after the first world war as well as during,

and for a few years after, the second, when there was a grave shortage of dwellings. .
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In some countries, industrial firms have provided long-term credit for housing
their workers and in eastern Europe the funds of nationalized industries have been
an important source for the same purpose. But this source of long~term credit,
restricted ms it usually is to the employees of the firm, offers little solution
to the problem'of credit for general housing needs.

The personal investment of owner-occupiers as another source of the long~term
credit required for housing has varied according to the ability and propensity to
save of those undertaking owner=-occupation and according to the amount of the capital
cost available from other sources. In countries where loan capital up to a high
percentage is available the maximum investment by owner-eccupiers has been of the
order of 20 to 25 per cent of costs, though in Finland and Norway it is frequently
more. This would appear to:be about the maximum personal investment consistent
with & policy of enabling all classes to undertake owner-occupation. In some
countries where loan capital is scarce personal investment has formed the major
portion of the capital cost. For example, in Italy 52 per cent of capital invest-
ment in housing comes from personal sources. Thevneed for such exceptionally high
personal investment naturally reduces the ability of persons of average means to
acquire a dwelling and depresses housing output Eelow reasonable needs.

The decline of personal investment in housing to proportions of from 20 to 30
per cent at most means that 70 to 80 per cent of the capital - and 100 per cent in
the case of publie housing - must come from.other sources.

In eastern European countries, that part of the capital for housing which does
not come from the personal resources of owner-occupiers is supplied in common with
all other investment capital, mainly from state and local budgets and the profits

(1) In this way the capital for housing is assured both from year

of enterprises,
to year and over a longer period of time in automatic aeccordance with whatever
choice is made between housing and the other demands on investment resources., Thus
the problems of finding the capital for housing in these countries lie more in the
allocation of investment capital between the various economic and social demands
than in the actual provision of capital since public authorities or enterprises

control all investment funds, generally obtained from current revenues.

(1) A full analysis of the various sources is to be found in Chapter III.
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Among western European countries, Switzerland is the only one where the.
capltal market has in recent yeers supplied virtually the entire loan capital
for housing directly without intervention by public authorities except to a
limited extent in the principal towns. In all other western European countries
public authorities intervene either as intermediary agencles or- as the primary
source of capital for housing. This is because funds in the market are either
inadequate relative to investment demandAor in a form which does not allow
sufficiently 1ong§term ecredit to housing, orvbecause it is desired to use the
available credit to meet specific social objectives. The inadequacy of available
investment funds arises partly from the demend side, owing to the higher general
investment rate in the post¥war'period, associated with post-war reconstruction
and re-equipment, policies of economic expansioh, increased'population and
technical innovations requiring bigger capital outlay; the volume of the combined
gross fixed investment in 1956 in western European countries was 188 per cent of
the 1938 volume. ()
" over much of western Europe by many factors, including policies of social security
and full employment, redistribution of incomes and inflation. Inflation has been

On the other hand, the propensity to save has been reduced

responsible for a tendency for savings to accumulate in short-term funds or in

fixed property, thus reducing the availability of capital for long~term lending.
Particulars of the extent to which individual western European countries

supply capital for housing out of public funds are to be found in Chapter III.

Such funds have in the first place come from budget surpluses; at one time or another

surpluses on revenue account have been, and are still in some cases, used to supply

capital for housing in Belgium, Denmark, the Netherlands, Norway, Sweden, the United

Kingdom and Western Germany. Countries which have not normally supplied loan capitai

out of public revenues have often provided from these sources lump-sum grants towards

‘the capital cost. Some countries, notably Austria and Italy, have drawn upon

special tax levies. Where public funds for housing are not financed out of revenue,

there has been resort to state borrowing, and where this has not been based on

genuine savings the danger of inflatiohary financing has arisen as well as in the

long run a further deterrent to personal savings.

(1) Eighth Report of the OEEC, Paris, April 1957, Volume 1, page 100.
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With the provisioh of the capital,‘the next problem that arises is the
relation between thé anmial costs of a dwelling and average incomes. - This can
be particularly difficult in western European countries where interest~bearing
loan capital is important; the problem can be simply illustrated. 4s is shown
in Chapter IV, a modern social dwelling currently being erected costs on average
about four times the annual earnings of a male industrial worker in most western
Buropean countries. If the maximum proportion of income that it is socially -
desirable should be paid in rent is, as is commonly accepted, 20 per cent, the
annual charges for & dwelling which costs four times annual income must not exceed
5 per'cenf of the ocapitel cost. In a number of the less-industrialized countries,
a modern dﬁelling would cost up to eight times the annual incomq of a male industrial
worker. In those countries; the annual charges must not exceed 2.5 per cent of
the capital cost if they are to be within the means of an average industrial income.
On the other hand, a typical local authority dwelling in the United Kingdom costs
perhaps three times the average annual income of a male industrial worker; given
that relationship, annual chérges could amount to about 7 per cent of capital cost.
' These figures show the importance of the relationship between income and the
capital cost of a dwelling, They bring out even more the mecessity of a stable
and moderate rate of interest and a sufficient amortization period on loan capital
for housing. If the figure of 5 per cent of capital cost is accepted as the
maximum annual charges for a dwelling that an average working-class income can afford
to-day in most western Buropean countries, a stable interest rate of at most 3.5
to 4 per cent (the exact figure depending on the length of the amortization period)
is necessary. As Table /4 shows, however, in no country was it possible in the
middle of 1958 to obtain a first mortgage loan at that rate of interest.(l)
Finéhcing of dwelling construction on private credit market terms in most countries
would involve annusl charges of about 8 per cent and where the interest and amort-
ization rates are particularly high, as much as 12 per cent.(z)

(1) Table to be added in final version of report.
(2) See Chapter IV,
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The foregoing calculations relate only to average industrial earnings.

It would be interesting to assess the ability of families throughout the entire
income range to afford a modern dwelling at private-market terms as a measure of
the need for public financial aid to abate those terms. This would require
statistics for family earnings according to income ranges which are not available
except to a limited extént for Norway. It is arguable, however, that, although
family income is of importance in this connexion, the income of the head of the
household is the proper criterion owing to variations in'family income over time.
This view 1s also supported by the fact that the main demand for new dwellings
comes from newly-weds or those with young children. Where statistics are available
for the range of individual incomes, as in the United Kingdom, it is necessary to
confine the investigation to incomes which are relevant to the housing market, e.g.
‘to eliminate particularly small incomes. The available statisties for the

Uritted Kingdom and Norway are used to give a rough indication of the general
position in Europe, particularly in countries where the level of earnings is lower
and the capital charges higher than in these two countries.

For both Norwey and the United Kingdom, it is assumed that the private credit
market terms for the rent of a new dwelling would be at least & per cent of capital
cost and that at most 20 per cent of income can be spent on rent, In both cases,
also, it is assumed that the total cost of the dwelling is borrowed.

The annual rent of a dwelling costing £1,700 in the United Kingdom, the cost
of a typical local authority dwelling, would be £136, This would require an
income of from £680 upwards. Leaving aside incomes of less than £400, it is
estimated that 42 per cent of the remainder were in that range.(l)

In Norway, tax-payers are grouped in taxation groups mainly on the basis of
the number of persons in the family. Daughters and sons who live with the family
but earn sufficlent for their own support are normally taxed separately and not
counted in the number of persons in the family. Husband and wife are taxed
together as one person and generally the limited incomes of daughters and sons,

(1) National Income and Expenditure 1957, HMSO, London, 1957,
It is assumed that incomes are evenly spread in decile groups.
These are individual incomes, except in the case of husband and
wife, when the income is combined.
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not earning sufficient for their own support, are counted together with that

of the parents. In the following comparison Taxation group 1, which consists of
single persons, is not included. A comparison is made for the year 1954, which
was the last yeaf for which family income statistics are available. The figures
relate to urban areas only. The average cost, including land, of a new dwelllng
grented a loan from the State Housing Bank in urban areas in 1954 was Nor .kr. 39,600,
Total annual rent, excluding heesting, would be some Nor.kr.3,250, i.e., a little
over 8 per cent of capital cost. The following figures indicate the percentage

of femilies which eould cover such capital costs without spending more than 20 per
cent of their ‘income after tax:

Zaxation group | Rent (%)
2 (normally 2 persons) 7
3 (normally 3 persons) 9
4 (normally 4 persons) 14
5 (normally 5 persons) 25
Total of taxation groups 2 to 5 10

The position, therefore, in the United Kingdom is that perhaps 60 per cent
of individual incomes in the United Kingdom cannot afford the private credit-market
terms for a new modest dwelling; there was accordingly intervention by public
authorities, through long amortization periods and annual subsidies, to bring new
dwellings within the means of the nejority of incomes. In Norway the position
seems to be less favourable, since on average only 10 per cent of urban femily
incomes can afford the private market terms for a new dwelling. Both these
countries are among the more advanced of European countries and the private credit-
market terms of 8 per cent are relatively favourable. In many other countries
the level of earnings is lower, the capital charges in the private market are of
the order of 12 per cent and the relationship between earnings and the cost of a
dwelling is less favourabley The foregoing calculations have been based on the
assumption that>ﬁot“more than one=fifth of income is spent on rent. Such a‘proportion
of income is not in practice, devoted to rent. The proportion is affected by the
traditional pattern in a given country of the rent/income relationship. It is here
that rent control exerts another importent influence on the financing of housing.
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Rent control by freezing rents at pre-war levels brought about almost everywhere

a dramatic reduction, compared with pre-war, in the rent/income relationship.

This

change is illustrated in Table 5, which compares the proportion of family expenditure

devoted to rent in selected western European countries before the war with that in

various post-war years.

Table 5
Proportion of Family Expenditure Devoted to Rent

(in percentages)

Country Pre-war 1947 1950 1953 1955 |
Austria 193/, ; 7.7 - 3.6 - 4.5(8)
Belgium 1938 | 11.0 | 5.6 7.0 7.8 -
Denmark 1931 | 15.1| 8.8 , 8.1 - )
France 1928 | 8,1 1.3 3.0 3ehioy | 347
Ireland 1938 | 8.3 | 4.8 | 46 | 6.1%° -
Ttaly 1938, 10,0 | 0.5 | 1.0~1.5| 1.8 - (b)
Netherlands 1938 : 11.5 6.7 5.5 5.6 7.5
Norway 1927/28 % 12.7 | 7.2 - 7.8 -
Sweden 1938/39 | 11.2 | 8.4 8.1 8.2 -
Switzerland 1936/371 18.8 - 13.2 | 12.2 13.6
United Kingdom 1938 | 11.3§ 7.6 7.0 7.4 -
Western Germany ! 1936 ; 13.1 .- 9.2 | 9.8 9.2

(e) 1951/1952.

- The flgures for pre-war years and for 1947 and 1950 are
from the Fcononic Bulletin for Europe, Vol. 4, No. 1,
ECE, Geneva, April 1952, page 27.

-~ The figures for 1953 are from European Rent Policies,
ECE, Geneva, fugust 1953 (E/ECE/170) page 173 except
in the case of Ireland, where the figure is taken from
the International Labour Office Yearbook of Labour
Statistics 1956, ILO, Geneva, 1956.

~ The figures for 1954 and 1955 are from the International
Labour Office Yearbook of Labour Statistics 1956, ILO,
Geneva, 1956,

(a) 1954/1955.
(b) 1954. -

Sources:

T X W WG ¢ T s

The reduced post-war proportions have set a pattern of rent/income relationship

" which has had to be reflected in rents charged for post-war dwellings.

this general pattern has also affected the level of incomes;

In addition,
presumably if post-war
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rents generally had been higher incomes would also have had to be higher. A further
factor deterpining the level of post-war rents of new bouses has been the recognition
by many countries in the changed social climate after the war of the fact that pre=
war rents had been too high for families with average incomes., The table also
illustrates the tendency, with the relaxation of rent control in most countries, for
the general level of rents fo rise in the post-wer period. Table 6 shows the
effects of recent rent policies in selected countries in bringing post-war rents
increasingly into line with the post-war level of prices.

Country 1947 | 1953 | 1955 |
Austria 3.06 2.00 2,26
Belgium 1.73 1.58 1.27
Denmark 1.39 1.83 1.81
Finland 4.31 2.38 1,65

(] France 6.58 | 2.79 | 2.21
Italy 18052 3067 2087
Netherlands 1.99 2.48 .23
NOrw&y 1,70 2.17 2.04
Sweden 1.37 1.68 1.61
Mtzerland 1053 1042 1036
United Kingdom 1,53 2,07 2,10
Western Germany | 1,61 ' 1.51 : 1.43
Sources: - 1947: The cost-of-living and

rent indices in Table 2.

- 1953 and 1955: European
Housing Progress and Policies
in 1955, ECE, Geneva, August
1956 (E/ECE/259), page 28.

Rent control and inflation have had the same effect on rents in sastern Europe
as in western Europe. In Czechoslovakia, rent before the war accounted for 8.4
‘per cent of family expenditurej; by 1947 the proportion was reduced to 3.3 per centfl)

. {1) Economic Bulletin for Burope, Vol. 4, No. }, ECE, Geneva, April 1952, page 27.
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In Yugoslavia, the corresponding decline was from 26 per cent to 4 per cent in
1949. (1) In the USSR, in 1933 rent for dwelling~space accounted for 10.4 per cent
of the income of a wgge-ecrner( ); in 1955 the proportion was 1.5 per cent (or 4.2
per cent if services are 1nq1uded). There were similar reguctlons in the other
eastern European countries. In contrast with western European countries, however,
rent levels have not been raised in eastern European countries in recent years, except
in Yugoslavia, where the rents of pre-war cdwellings are now some 150 per cent of the
pre-war level,

Public intervention in the financing of housing has, therefore, been required
in order to reduce the economic costs of a dwelling to the rent-paying capacity of
families, which in itself hss been influenced by-the general pattern of rents estab-
lished by rent control. = : o

The disparity between the annual- economic- costs -of -a dwelling and average
incomes may also be reduced by increasing incomes.  Genereally, in the post-war period
real wages have increased throughout Europe, Table 7 shows for western European
countries the increase in real wages between 1953 and 1956,

| | Table?
Changes_in Money and Resl Wazes in Manufactuping, 1953 to 1956

‘ : Indices for 1956 (1953 = 100)

; Cou?try Money Consumer Real

i e e - weges |. prices ~ wages
Austria _ 11%.9 108.2 109.9
Belgium 1 110.3 1 103.2 106.9
Denmark 117.0 | 112.8 103.7
Finland 120.0 E 107.7 111.4
France ' 122.7 102.8 119.4
Ireland 114.9 106.9 107.5
Italy ‘ 115.9 110,7 104.7
Metherlands - - - . 120.0 . 107.9 111.2
Norway 120.2 109.3 110.0
Sweden ‘ 112.6 109.0 103.3
Switzerland 109.0 103.7 105.1
United Kingdom 124.2 | 112.4 110.5
Western Gexmany 119.0 | 104.6  113.8

Source: In%ernatlonal Labour Review, Vol., LXXVI, No. 2,
‘JED, Geneva, August 1957, rage 195,

Er————ata—

(1) EBuropean Rent!Policies, ECE, Geneva, August 1953 (E/ECE/170), page 51.

(2) International Labour Review, Vol. XXVIII, Yo, 5, ILO, Geneva, November 1933,
page 654,
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In addition, earnings in many countries have been increased by the existence of full
employment. The extent to which public financial aid is required to reduce the
annual economic cost of a dwelling has been affected by these trends. The improve=-
ment in real wages has also been regarded in many countries as a reason for relaxing
rent control, and this in turn has influenced the amount of public aid made avallable
to reduce the annual economic costs of new dwellings. The movement of real wages
emphasizes the importance of a system of public financial aid which can be adjusted

. to meet the changing ability of tenants and occupiers to afford reasonable charges

" for their dwellings: A

There is yet another aspect of the relation of incomes to the annusl eoondmic
cost of a dwelling. If for the bulk of the pcpulation the latter may be prohibitive,
there are in all countries, although in varying proportions, those who can afford
to pay the economic cost, This is illustrated by the large output of unaided
dwellings in the United Kingdom, where public financial aid is in the main restricted
to local-authority dwellings; and perhaps, better still by Belgium and Norway.

In these two countries public financial aif 1s avallable for all without income
limitations; about one-half In Belgium and one-quarter in Norway of total housing
output is for those who do not apply for public financial aid, either owing to the
cost and size limits on dwellings eligible for such aid or owing to the deley .
involved in obtaining it. The ability of part of the populatign in all couﬁtries
to erect a dwelling without public financial aid raises questions of social pri-
orities. In view of the general limitations imposed by financisl and physiecal
resources on total housing output, the erection of unaided housing by the better-
off families may mean that the opportunity of those whose housing need is greater
to acquire a dwelling is reduced, except in those countries where the generalv
housing situation is such that a suitable dwelling is vacated by those moving to

a new one. This is another reason why there is public intervention, to ensure
that fair social priorities are observed; the share those in a position to afford
housing umaided obtain of total housing output naturally varies with the social and
political climate in each country. .

There is one other main general consideration which has a major influence on
the housing situation, the balance in its economy. Good housing is an essential
part of a high standard of living, in turn obtainable on a lasting basis only as
the fruit of economic advancement. Given the availability of capital, the dilemma
"~ 18 whether to spend it directiy on improving the productivity of industry and
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agriculture, with as a result increased incomes from which to purchase a higher
standard of living:; or on housing and other social amenities. The choice of
" the second alternative, except where associated with the resettlement of workers
directly required for industrial development, has at most an indirect énd gradual
effect in increasing national purchasing power by improving the health and well-
being of the labour force and, as a result, its productivity.(l)
In Europe there are vast differences between countries in the degree of
economic¢ development and thus in national income perbhead‘of population,‘and in
housing standards. Housing investment policy thus cannot be decided simply oh
" the basis of social need itself usually judged by the criterion of the social
standards achieved by the more advanced countries. Even in these countries,
however, a careful balancing of investment policy between directly productive and
social investment is required. - Such countries must maintain their existing heavy
investment in the productive capital equipment on which their purchasing power
depends and can generally maks further economic progress only by the development
of key and capital-intensivé industries. Furbthermore, with full employment in
most advanced countries increased productivity frequently involves more capital .
investment per worker in existing industries. For all countries, therefore, the
allocation between social and directly productive investment ié a critical economic
and financial problem. The decision made is bound in practice to be influenced
by social and political as well as economic and financial considerations.
In Chapter II the allocation of investment in eastern European countries
between social and directly productive outlets is analysed. The preponderence
of investment in industry as compared with housing is clearly brought out. In the
less industrialized countries, investment in housing has been typically of the
order of 10 per cent or less of gross fixed investment during the five years up
to 1955. I% has been considerably higher in the more industrialized Czechoslovakia
and the USSR; 20 per cent in the latter. In recent years, however, in#estment
. in. housing in eastern European countries has tended %o increase with the progress
of the drive for industrialization. The centralization of irvestment decisions

has in general meant that in the less industrialized countries housing has had to

(1) For a fuller discussion than is possible here of the role of housing in ‘
economic development see E.J. Howenstine: ‘“Appraising the role of Housing
in Economic Development", International Labour Review, Vol. LXXV, No. 1,
IL0, Geneva, January 1957. '
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await the development of productive investment. Thus housing output per thousand
inhabitants is even in 1956 still relatively low in countries such as Hungary, Poland,
Romenia and Yugoslavia, and inadequate in relation to needs. The policy followed
has been to concentrate investment first on directly productive outlets which in the
long run will lay the basis for improving housing standards.

Table & shows the division of gross fixed invesiment during the period 1950
t0 1954 in a number of western European countries. Investment in housing has
usually acocounted fcr between 20 and 25 per cent of the total., Investment. in other
sectors shows greater variation, depending on the existing structure and degree of
development of the economy. For example, the pattern of investment in Belgium and
Denmark is greatly influenced by the relative importance of agriculture and industry
in these two countries. Investment in shipping in Norway probably partly accounts
for the high proportion of investment devoted to transport and communications.
These basic structural differences make valid comparisons between countries difficult
but one between Greece and Italy may serve to illustrate the basic economic problem
involved. The net national product per capita in these two countries during 1950
to 1954 was the lowest of the countries included in Table 8, and in addition in
Greece the investment rate was relatively low. Yet of the countries covered, it
devoted the lowest proportion of total investment to increasing productivity in
agriculture and industry (25 per cent) and the highest (32 per cent) to housing.
In contrast, Italy devoted 40 per cent of its investment to industry and agriculture
and only 20 per cent to housing. The basie underlying differences between western
European countries and their respective abilities to afford a high standard of
housing is illustrated by the net national product per capita shown in Table 8.
Since these figures have been converted at official exchange rates they may not
- always reflect the real purchasing power of the locel currency, but they give a
general picture of the differences in economic development and in ability to afford
a higher standard of 1living, including better housing.
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Table 8 A
Pattern of Investment in Western European Countries 0 to 1
Net nation- Gross Distribution of gross fixed investment in 1950 to 1954
al PrOd‘}:b fixed : as percentage of total
per ?apl & |investment - ‘
Count in as percent— Ml?;gi;r?inu_ Trade , Trensport; Electric- Public
ountry  |US dollars | .."of GNP | Agri- turing 1 and and | ity, gas— | 2000 | Dwel-
Average culture construction ' other commun1- and stration lings
1952 to 1950 to . . ! services cations | water—works
2 industries
: 1954 1954 . ; )
Austria 370 21 13 51 > 13 12 21
Belgium 800 14 4 38(a) < 20 5 (b) 15 23
Denmark 750 . 18 ' 14 25 T 22 , ' 9 17
Finland 670 25 13(e) 26(a)(c) 7(e) 12%::) (b) 15(0; 27(e)
France 740 17 10(d) 25(d) 6(d) 16(d) 9(a) 11(a 23(a)
Greece ! 220 13 - 9 16 13 16 10 4 32
Italy 310 19 13 27 6 16 8 10 20
Norway 740 29 10 - 20 1 30 7 8 18
Sweden 950 19 7 23 2 26 9 10 23
O edon . 780 13 5 31 0 | mn 11 10 22
. Western 510 20 9 32 8 n 9 6 25
Germany : ' - ;
f ' : |

8L°ON Jeded BuTiIOM/NOH

Sources: -— Net national product: "Per Capita National Product of Fifty-five countries", United Nations,
New York, 1957.

- Investment figures: Economic Survey of Europe in 1955, ECE, Geneva, February 1956 (E/ECE/235),

pages 57 to 63.
Including electricity, gas— and water—works.
Included in "Mining, manufacturing and construction industries".
Years 1951 to 1954.
Years 1952 to 1954. -

0 oo




HOU/Working Paper No.78
page 23

CHAPTER II

INVESTMENT IN HOUSING

In view of the differences between the countries of eastern Europe and those of
western Burope in the nature of the concepts and basic statistical material relating
to investment - differences which in general rule out valid comparisons - the analysis
of 1nvestment in housing in the two groups of countries is made separately.(l)
WESTERN EUROFE(2)

The analysis is based largely on national account figures adjusted to conform to
definitions established by the OEEC, (3) except where reservations are indicated;
sometimes the adjustments have necessitated rather rough estimates, "

The starting point for an approximate assessment of investment needs 1n housing
is replacement needs and population 1ncrease.( ) The average annual population increase
in western BEurope for the period 1956 to 1960 has recently been forecast at 0,72 per
oent.(s) Pamily formation has latterly been so high that the relative net increase in
the number of families has been substantially greater than the relative population
increase.(s) The existing age distribution of the population indicates that a gradual
reduction in the number of new marriages up to the beginning of the 1960s is likely.

It is probable, however, that the relative increase in new marriages will continue to

be higher than the relative increase in population until the end of the 1960s. This

(1) The statistioal concepts used are explained in Annex II.

{2) Western Burope is here taken to0 include the following countries: Austrie,
Belgium, Denmark, the Federal Republic of Germany, Finland, France, Greece,
Ireland, Italy, the Netherlands, Norway, Portugal Spain, Sweden, Switzerland,
Turkey and the United Kingdom,

(3) A;Standardized System of National Accounts, OEEC, Paris, 1952,

(4) See Buropean Housing Progress and Policies in 1953, ECE, Geneva, August 1954
(B/ECR/189), pages 14 to 17.

(5) Righth report of the OEEC - Hurope Today and in 1960, Vol.II, Paris, April 1957.

(6) See J. Hajnal: "Age at Marriage and Proportions Married", Population Studies,
Cambridge University Press, London, 1953, Vol.VII. '
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suggests that a calculation of house-building needs on the basis of demographic factors
will be higher than one which assumes the maintenance of the number of dwellings per |
thousand persons of population incrément at the present ratio of the housing stock to
population. It is estimated that western Europe has at present 260 to 270 dwellings
per thousand inhabitants. To maintain this relation with a population increasé of 0.72
per cent per annum, 1.9 dwellings per thousand inhabitants would have to be built per
annum, This amounts to more than 600,000 dwellings per annum, Taking into account the
net increase in the number of married couples, however, 600,000 dwellings is 'a very low
estimate of annual needs and the true figure for the next few yoars at least mavaell
be of the order of 1 million.

Current replacement needs vary considerably from country to country, partly owing
to differences in the age distribution of the housing stock., If annual needs are
estimated at 0.67 per cent of the existing housing stock,(l) 1,75 awellings per thousand
inhabitants as an average for western Burope would be required for current replacement,
The number of dwellings demolished each year is considerably less than this figure but
the corollary is a steady increase in the degree of obsolescence of the housing stock.
Conversions and major repairs may reduce replacement needs but, accepting the figure of .
US $1 billion noted below as the apparent value Of.such work in 1955, expenditure under
this head appeared to be equivalent to only some $200 to 250 per dwelling every twenty
years., Thus it seems likely that major repairs and conversions in 1955 were on a rather
low scale.

Taking the minimum estimate of current needs, based on demographic factors,
together with replacement needs, 3.5 dwellings per thousend inhabitants are required
each year, amounting in absolute figures to 1.15 million dwellings per annum, If the
higher figure for demographic needs is accepﬁed, the total is approximately 1.5
million. Both these totals, however, neglect other current needs which arise in some
countries owing to the influence of such factors as internal migration, No accurate
figures are available, however, partly because it is difficult to define precisely ,
housing needs arising from internal migration and partly owing to lack of adequate
statistics.

(1) See: Buropean Housing Progress and Policies 1953, ECE, Geneva,
August 1954 (E/ECE/189), page 5. o
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In almost all countries thero is at present a housing shertage, both in the markst
sense and in that housing needs, cn the criterion of sccial aims pursued, arce not fully
met. Several countries have more or loss explicit programmes designed to dispose of
the existing shortage within a ilimited pericd of years, Calculations have boen made
recently for seven countries accounting for some two-thirds of the population of

(1)

recently available information ({particularly for Western Germany and the Netherlands),

western Europe. On the basis of these calculations and making adjustments for more
the total shortage in the seven countries in the mid-1950¢ was about 8 million
dwellings. In the remaining western Ruropean countries the probability is that the
shortage is relatively greater but no firm calculations have becn wade. JAmcng this
latter group are the southern European countries, except Italy, where the shortage is
particularly serious. In the mid-1950s the approximate. total shortage for western
Europe was probably of the order of 10 million.

If the shortage is to be eliminated within a period of ten years, western Europe
would have to build approximately 1 million dwellings a year for this purpose alone.
Furthermore, if the shortage is to be eliminated before a period of hign family formation
gets in, in the mid-1960s, this programme would appear to bo essential. Even if the
period taken for the elimination of the éxisting housing shortage is some twenty years,
house~building requirements in western Europe would be something of the order of
2 million dwellings for some ten years ahead. A programme designed to eliminate housing
shortage within e reasonable time and before a wave of high family formation sets in
would be more like 2,5 million, To put the figuros of housing needs into perspective it
should be noted that the number of dwellings built in western Burope in 1955 was
betwsen 1,8 and 1,9 million, rising to 1.9 million in 1956.(2)

It has recently been estimated(s) that the averagoe investment per new dwelling in
western Europe in 1955 was between US $5,000 and 5,500, Thus total investment in new

construction of dwellings was between $9.5 and 10 billion., Another recent estimate

(1) See The European Housing Situation, ECE, Geneva, January 1956 (E/ECE/221).

(2) The Quarterly Bulletin of Housing and Building Statistics for Europe, Vol.V,
No.2, ECE, Geneva, October 1956. Adjustment made for incompleteness of figures
for Portugal and Turkey.

(3) Bank of International Settlements, 26th Arnual Report,
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puts investment in housing, including new construction, conversions and major repairs,

in 1955 at some $10.5 billion.(l) It should be noted that these two estimates have

been arrived at independently and are not cntirely consistent, since it seems likely
that the value of conversions and major repairs is more than 10 per cent of new
construction, Despite the approximate nature of both these estimates it would seem

that total housing investment accounts for some 4.5 per cent of Gross National Product( )
it was rather less than one-quarter of total gross fixed investment and about half of
investment in construction. The amount invested in current repairs is difficult to
estimate accuratoly. However, apart from considerations arising from remt policy, it
would not seem to be essential to include estimates for current repairs in this enquiry,
since the oxpenses involved do not give rise to particular financing problems.

In general, consumption has increased throughout the post-war period and is now
substantially higher than the immediate pre-war level. A further increase in the
proportion of disposable incomes devoted to housing can be anticipated in the coming
yoars with the continued rise expected in total incomes, Studies on the income
elasticity of demand for housing show widely varying results, from considerably above
unity (i.e. housing demand inercasing proportionately to incomes) down to nearly zero.
The widely varying results obtained from different investigations suggest that the
problem cannot be solved satisfaétorily in terms of income elasticity but requires a
more sociological treatment which would take into account such factors as urban and
rural customs, the size of existing dwellings and the splitting up of families.

It has recently been estimated that per capita consumption in western Burope can
be expected to increase by some 2.8 per cent of the 1955 1e#el throughout the period
1955 to 1960.(3)

necessary to envisage an increase in the real valuec of thc housing stock by the seame

If housing consumption increases at the same rate it would be

percentage, either by increasing the number of dwellings and rooms, or by improving
quality, or both. It is reasonable to assume that this would involve an annual

investment corresponding to roughly 2.8 per cent of the present value of existing

(1) ZEighth report of the OEEC - Burope Today and in 1960, Vol,II, Paris, April 1957.
Addition made for non-OEEC countries. '

(2) Hereinafter referred to as GNF.

(3) Eighth report of the OEEC - Europe Today and in 1960, Vol.II, Paris, April 1957. .
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housing stock. This value is not known bubt it seems likely that it 1s of the same
ordor of magnitude as the GNP, assuming the average value of an existing dwelling to
be about half that of a new dwelling. On this assumption investment required to keep
pace with the rise in consumption in general would be between 2.5 and 3 per coent of the
GNP, This is in fact'about as much as current needs arising from demographic factors
and replacement neéds, on the basis of cxisting costs per new dwelling. Even if an
income elasticity of demand forhousing is only about 0.5, the needs arising from
increased demand as a result of higher incomes would be quite considerable and in all
probability exceed the number of dwellings built in excess of current demograﬁhic and
replacement needs., This is a further argument for supposing that the current relation-
ship between housing demand and housing supply is likely to remain constant. |

It is difficult to arrive at a reasonable estimate of income elasticity of
housingbdemand in western Burope. Comperison between western Europe and the United
States, with its higher income 1ével, is however of interest. In rclation to incomes
the average cost of building a dwelling in the United States is considerably lower than
in western Europe: probably about threc times the average annual income of an aduit
male worker compared with aboubt four times in western Europe. This'éuggests that
housing demand expands less than proportionately to consumption in general. However,
better equipped dwellings require relatively fewer repairs and a lower rate of replace-
ment of equipment. A higher standard of living also tends to give rise to a higher
replacement demand. Finally, in a society with high incomes there is a tendency‘for
a growing proportion of thosé who are single, widowed or divorced to demand their own
dwellings and this in turn tends to increase the total housing'demand.‘ National account
figures for the United States ghow that throughout the 1950s investment 1h new
dwellings has accounted for between 4 and 5 per cent of GNP. If an allowance is made
for investment in conversions and major repairs, it will be seen that the pcrcentage
of GNP accounted for by total housing irvestment has been well above the western
Buropean average. Thiskis partly explained by the higher population increase in the
United States, but if an allowance is made for this factor the relation between total
housing investment ‘and GNP has been much the same in the two regions., This in turn

suggosts that the income elasticity of housing demend is fairly close to unity.
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The average size and quality of new dwellings being built in western Burope today
are such as to give rise to some improvement in housing standards, It is not possible
tQ quantify this factor and thus to estimate the proportion of increased demand for
dwellings which is as it were dissipated in this way. It seems probable that it is
of considerable importance and that therefore the extont to which the recent level
of house~building in western Burope has been sufficient to maintain the relationship
between housing demand and supply is more apparent than real.(l) Most housing
investment is in the form of new construction. If, as already indicated, the average
cost of & dwelling in 1955 can be taken to have been US $5,500, this represents more
than seven times the average national income per capite and probably some four times
the average per capita income of a male worker. These figures show that only a
limited proportion of the investment funds required to build a house can be expected
to bo provided by the prospective occupier of average income, It is true that in rural
areas many dwellings are built by prospective occupiers without much loan capital;, by
mobilizing the labour of the family and of neighbours. However, the standard of such
dwellingslis necessarily lower than those in urban areas. Thus house-building depends ‘

heavily on the credit market or on public investment. Moreover, since other sectors of
the economy have normally access to investment funds not available to the prospective
housing investor, such as business profité which can be re-invested, demand for credit
for house-building is, compared with other sectors, reclatively greater than the share
of house building in total investment, o

Anvestment in housing in different western European countries

Table 1 shows housing investment in most western Buropean countries in relation to
a number of economic indicators. The position in the different countries is discussed
in the foilowing paragraphs., First, however, average figures for western Europe are
set out as a background. The percentage of GNP devoted to housing investment in
western Burope in 1955 was about 4.5 per cent. The average gross investment in hbusing
accounted for some 20 to 25 per cent of gross fixed investment and some 40 to 50 per
cent of investment in total construction. The average investment rate, i,e. gross
fixed investment relative to GNP, was of the order of 20 per cent. Average gross
product per person was between US $700 and 800, The average number of dwellings
completed per thousand inhabitants was between 6 and 6,5, The average cost per new

(1) The tendency to an increase in the rent/income relation is disregarded in
this connexion.



Table 1

' Investment -in Housing in Selected Western European Countries, 1955

Gross investment in houging(a) a

s percentage of Investment GNP -er Number of
: . Gross investment rate as R dwellings
Country Gross national @rOSs fixed in construction percentage of inhabltaat(%§ completed per
product (GNP) | investment US dollars P pe
. and works GNP . 1,000 inhabitantg

Austria bed 18 40 25 550 6.0
Belgium 4.7 28 59 17 1046 47
Finland .7 27 oa 25 930 7.9
France 4.6 ] 27 51 17 1.103 409
Greece 5.0 37 54 14 258 .o
Ireland 2.6 19 33 14 512 3.5
Italy 5.2 26 66 20 451 4.6
Netherlands 3.2 14 34 23 yAVA 5.8
Norway 5.0 (d) 17 () 28 (d) 29 988 9.5
Sweden 47 23 37 20 1197 7.8
Switzerland 5.7 25 42 . 23 1243 7.7
United Kingdom 2.3 23 46 15 1048 6.5
Western Germany 6.1 26 56 23 781 10.3

Sources: — Number of dwellings: Quarterly Bulletin of Housing and Building Statistics,

May 1957.
~ Other items: Statistics of National Product and Expenditure, No.2, OEEC, Paris, 1957.

(a)
(b)

These figures have been obtained by convertin

New construction, conversions and major repairs.

Vol.IV, No.4, Geneva,

g GNP in national currency at the official exchange rate.

This procedure is open to objection, since the relation between price levels in differcnt countries
does not always correspond to the official exchange ratio. A recent study,

Products and Price Levels"
between the United States

Notional account figures supplied by the Finnish Authorities.

(c)
(4)

Adjusted figures.

"Comparative National
» by Milton Gilbert and Associates, OEEC, Paris, gives & basis for comparison
and a number of western European countries.

62 o%ed
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: dwelling { converted on thé_basis of official exchange rates) was rather less than
© $5,500. | |

For the purpose of analysing the situation and prospects in various parts of
western Europe most of the countries can conveniently be divided into four groups.

The first group consists of Western Germany, Switzerland, Sweden, the Netherlands,
Finland and Norwey. In all these countries there is considerable pressure of demand
for housing, arising partly from the existing shortage and partly from demographic
factors, including internal migraﬁion. In most of them demand for housing accommodation
is also tending to rise as a result of higher incomes. House-building measured in real
terms is above the western Buropean average and in most countries accounts for a larger
than average share of GNP, GNP per capita (using the same price weights in all the
countries of the group) appears to be above the western European average, with the
possible exception of Finland. Yet in most of these countries the housing situation
is less satisfactory than in others at approximately the same economic level, Official
programmes in these countries are concerned for the most part to maintain house-
bﬁilding at its mresent level or to cxpand it slightly. The average investment rate
infz this group is up to, or beyond, the western European average. ‘ .

, Western Germany shows the highest current rate of completion of dwellings. This
should be scen against a background of a difficult housing situation mainly as a result
of heavy war losses and of the influx of population from the East, Official policy is
t0 maintain house-building at about its present.ievel for several years.(l). The
percentage of GNP dévotedwto house construction is relatively high although not as
high as might have been expected in terms of the mmber of dwellings completed,
owing to the relatively low average cost per dwelling. The low average cost (US $4,200)
is explained partly by the fact that in 1955 dwellings were smaller and also on the
whole rather less well equipped than in most of the neighbouring western Buropean
countries; and partly by the low general price level compared with exchange rates.
Since 1955 the standard of new dwellings has been rising. Although the rate of invest-
ment is high, the proportion devoted to housing is not significantly above»the western
European average. A continuation.qf house-building at the present level should not
therefore preéent undue difficulty.

(1) Bundesblatt, Boun, No,l, 1958 ' .
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In Switzerland the housing situation is relatively good but there remains a
considérable pressure of demand. The Foderal Authorities, for the first time since
1950, have decided to provide some financial aid to urban house-building. The average
cost per dwelling, US $8,700, is high and this largely accounts for the relatively
high proportion of GNP devoted to house-building.

In Sweden during recent years more dwellings have been built per thousand
inhabitants than in most other western European countries and a further expansion is
intended., Demand for housing remains well above supply and the housing situation is
less favourable than in other countries with the same national income level, since
dwellings are generally small, Difficultizn are now being experienced in financing.
the high level of house-building without inflaetionary effects. R

In the Netherlands in 1955 the rate of completion of dwellings per thousand
inhabitants was below the western Européan average. OSubsequently there has been a
substantial increase, which has brought the number of dwellings completed aboye the
western European average, and a further expansion is planned. The percentage of GNP
devoted to housing investment is likely to remain below the average, since new
dwellings cost less in relation to GNP per inhabitant than in most other western
European countries, despite the fact that new dwellings are on the average larger and
well equipped. The quantitative housing situation remains difficult and it is not
proving easy to raise capital for the expanded programme in the credit market. Thus
public finanging is of importance.(l> ,

Finland is in a somewhat speciél position within this group since on the basis of
comparable price weights it has a national income per capita lower than the other
countries, It should be noted in this connexion that the figure of gross national
product per capita>in Table 1 is calculated on the basis of the exchange rate before
the devaluation of 1957, A better comparison would probably be given on the basis of
the new exchange rate, which is 28 per cent lower, In most other respects, however,
Finlend belongs to this group of countries. It has the highest proportion of gross
national prqdﬁct devoted to housing investment of all western Buropean countries for
which informaﬁion is available., The gensral rate of investment is also high and the
proportion 6f gross fixed investment devoted to housing is well above the western
Buropean average, This is partly owihg to the relatively large number of dwellings

(1) See Chapter III,
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completed per thousand inhabitants and partly to the relatively high costvof a new
dwelling in relation to GNP per inhabitant. The housing situation is far from good
since dwellings are very small. The explanation lies in the pre-war inheritance,

the cessation of house-building during the war and the arrival of migrants from ceded
territories, so that the population of the present territory is about one-seventh
higher than before the war. There is also a considerable continmuing influx of
population from the countryside to the towns. The relatively high cost per dwelling,
US $8,000 (on the basis of exchange rates before devuluation),(l)
by the high standard of equipment of new dwellings. Accordingly further housing

is partly explained

investment is urgently needed but comnsiderable difficulty is being experienced in
finding the necessary f inance without incurring inflationary effects, despite the
fact that charges borne by occupants are already high.

-During'hhe years 1952 to 1955 Norway completed some ten dwellings per thousand
inhabitants and, together with Western Germany, showed the highest rate in western
Furope. Subsequently there has been some reduction and the official programme up to
1961 shows an intended completion rate of rathef more than seven dwellings per thousand
inhabitants. The proportion of GNP devoted to housing investment is now rather below
the western Buropean average, a fact which is largely explained by the relatively low
cost of a new dwelling compared with GNP per inhabitant. The general investment rate
is the highest in western Europe and the proportion both of total investment and of
investment in construction devoted to housing is low. It should be noted in this
connexion that Norway specializes in fields where capital investment per person
employed is particularly high,-e.g. shipping, hydro-electricity, the electro-~
metallurgical and the electro-chemical industries. However, the housing situation as
a whole remains relatively unfavourable and there is a continuing substantial internal
movement of population towards the towns, There is therefore a need for a higher
level of house-building and this would apﬁear to be economically possible.

The second group of western European countries consists of the United Kingdom,
Denmark and Belgium, ﬂin all three countries the quantitative housing situation, at
least on the basis of rooms per inhabitant, is relatively good and current demographic

needs are well below the western European average. In all three, however, there is a

(1) Estimates from figures supplied by the Finnish Authorities.
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considerable need for a heavy slum-clearance programme. The number of dwellings built
per thousand inhabitants is at, or rather below, the western European average.. The
general investment rate is well below the western European average; the proportion
devaoted to housing is relatively high in the United Kingdom and Belgium and low in
'Denmark. Since the GNP per capita in all these countries is among the highest in
western Europe, the amount of real resources devoted to house construction is not
particulnrly small, partly owing to the fact that new dwellings, like those in the
existing housing stook, are relatively large. The future lsvel of house-building is
accordingly partly dependent on two factors: the extent to which housing demand ean -
.be met by splitting up existing dwellings, and the scale of slum-clearance programmes,
~ In 1955 the United Kingdom devoted a low proportion of GNP to house-building,
1argely owing to the relatively low cost of a new dwelling US $5,400, compared with
GNP per inhabitant. Since 1955 the rate of house construction has fallen slightly.

Among the western European countries for which informstion is available, Demmark,
after Italy, devotes the largest percentage of GNP to houeing. This is partly owing to
the relatively small number of dwellings built per thousand inhabitants and partly
owing to the relatively low cost per dwelling, US $5,200, compared with GNP. Although
the need for slum-clearance 1s less pressing in Denmark than in Belgium and the United
Kingdom, a Governmental Committee has recently advocated the expansion of house
construction for this purpose. Furthermore, an increased supply of houses is also
required to achieve a balance in the housing market at present rent levels., Denmark
has a relatively low general investment rate and the increase in GNP during recent
years has been 1imited It seems likely that other claims on investment resources will
be given preference over housing in the near future, ’ -

In Belgium the percentage of GNP devoted to housing is at about the western European
average despite the comparatively modest rate of construction, since the cost per new
dwelling is high. Slum-clearance needs are pressing, however, and there is also scopse
for improving the quality of the existing housing stock. Furthermore although the
population increase is low, the number of households is rising fairly rapidly., For.
these reasons some further expansion of house building seems likely and appears to be
economically feasible.

The third group consists of France and the southern European countries, Pbrtugal,
Spain, Italy, Greece and Turkey. Here the housing situations generally are unfavourablo
from a social point of view and there is also in general a considerable market demand in
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excess of supply. Information on some of the countries in this group is incomplete
but in general recent levels of house-building have not made possible much improvement
in the over-all situation; in fact, in some cases there has been a deterioration. So
far as information is available it appears that the general investment rate in 1955
was below, sometimes considerably below, the western European average. The proportion
of investment devoted to housing was high in all the countries for which information is
available. Since, apart from France, the income level is low and investment is badly
needed to promote further industrialization, it will continue to be difficult to meet
urgent housing needs and to meet the considerable requirements for slum-clearance, If,
in all the countries in the group the average cost per new dwelling is high and in the
main more than the western Buropean average, this is partly explained by the fact that
in most of these countries a considerable proportion of new dwellings are in the semi-
luxury or luxury category. '

In France the number of new dwellings completed is well below the western Europe
average but since the cost of a new dwelling is quite high, US $8,800, compared with
GNP per inhabitant, the percentage of GNP dethed to housing is close to the western
European aversge. Improvement and replacement of old dwellings and the elimination ‘
" of a considerable housing shortage meke it urgently necessary to increase house-building
but this may prove difficult. Housing already accounts for a significant proportion
of gross fixed investment and of gross investment in construction and the tendenCy‘to
inflation also adds to the difficulties.

In Portugal current housing needs are calculated to be between 30,000 to 40,000
annually, while the number of dwellings built has in recent years been under 20,000.
The quantitative housing situation is thus worsening.

In Spain it has been estimated(l) that thers is a shortage of approximately L
million dwellings and that current needs between 1958 and 1972 will amount to 1.3
million. Of the period's total housing needs of 2.3 million, 1.8 million are regarded
as urgent. This would require a maximum annual output of 155,000, or if urgent needs
only were to be met, about 120,000, Housing output therefore of 122,000 in 1956 would
appear to be sufficient to meet urgent current needs and to reduce the existing shortage.
Gross fixed investment accounted for 16.7 per cent of net domestic product in 1955

(273,426 million pesetas), and housing for 20.9 per cent of gross fixed investment.(a)

(1) la Vivienda y El Crecimiento Economico, Instituto de Cultura Hispanica, Madrid,
1957

(2)' H. Paris BEguilaz: "Factord® del Desarrollo Economigo Espafiol', Madrid, 1957,
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In Italy, in terms of dwellings completed in relation to current needs, of the
proportions of GNP and total investment devoted to housing, and of the high cost per
dwelling, the housing situation is similar to that of France. The GNP per capita 1is
however much lower, and consequently investment per dwelling compared with GNP is
particularly high. There ars marked differences between northern and southern Italy,
both in the existing housing situation end in incomes. In the North the number of
dwellings built per thousand inhabitants is much higher than in the South, where the
situation appears to be deteriorating. However, the urgently needed expansion of
house-building in the South hes to compete with other investment needs of great urgency.

ef the countries in this group for which figures are available, Greece has devoted
the highest proportion of investment to house construction. The goneral investment is
low and in some quarters it is considered that there should be a switch from housing to
other investment. However, the housing'situation of most of the population is
particularly bad., Something might be done to maintain the level of house~-building at a
lower investment cost by cutting down the proportion of luxury dwellings.

In Turkey the housing situation is somewhat similar to that in Greece.

The two remaining countries, Austria and Ireland hardly form another group but
have some characteristics in common. 1In both, current housing needs arising faor
demographic reasons are limited, The GNP per inhabitant is low and there is, therefore,
need for expansion of productive investment. Austria, however, has a relatively
unfavourable housing situation, while in Ireland the major problems of over-crowding
and slum dwellings have been largely eliminated.

Austria 1s near to the average regarding both the percemtage of GNP devoted to
housing investment and the number of dwellings completed per thousend inhabitents. The
cost per dwelling estimated at US $4,600 is bolow average, but the GNP is still more 8o,
80 that the cost per new dwelling is fairly high compared with national income per
inhabitant. 1In spite of the slow bopulation increase, the annual requirements seem to
be higher than the present rate of house~building. (1) The reletively low percentage
which housing forms of investment indicates the possibility of some expansion but more
directly productive investments may be considered more urgent in view of the relatively
low GNP per capita. '

(1) See The European Housing Situation, ECE, Geneva, January 1956 (E/ECE/221),
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Ireland is the only European country with a stagnant or slightly declining
population owing to a tendency for emigration to oxceed nmatural increase. This has
made it possible to reduce the proportion of investment devoted to housing as existing
shortages are 6vercome. Investment in housing reached its peak in 1951; the volume of
jpvestment in housing was then 30 per cent greater than in 1955 and 3.8 per cent of GNP
was invested in housing, a higher proportion than in other countries in 1955. Between
1949 and 1954 investment in housing represented 23 per cent of total gross fixed
investment, which was about the western Buropean avorags in 1958.  In 1955 and 1956 the
proportion had fallen to between 18 and 19 per cent. The general investment rate is
low, but forms of investment other than housing may be given higher priority.

EASTERN EUROFE |

Tt should be stressed at the outset of this section, which relates to investmentb
in housing in the countries of eastern Europe, that the figures given for the extent
of housing investment and its share in total investments are not directiy comparable
with the figures given for western Burope bécause of the great differences between the
respectivc definitions. In the eastern European countries, for exemple, the figures
relating to housing investment do not - as they do in western Burope - include major
repairs. The figures relating to national income are even less comparable, because of
the differences in methodé bf computation and in price structure., Annex II entitled

"Notes on national accounts concepts" contains detailed explanations of these.

The development of housing {nvestments and their impact on the national economy

| There are substantial differences between the countries of eastern Europe studied
here (Bulgaria, Czechoslovakia, Eastern Germany, Poland, Romania, the USSR and
Yugoslavia(l)), especially in regard to théir cconomic and demographic development,
the extent of their housing needs and the volume of construction. It is proposed,
however, to concentrate on those factors which have contributed to the establishment
of certain common features in the development of housing investment and in the housing

situation in these countries. It is also proposed to consider primarily the general

(1) Owing to lack of information it has not been possible to deal with Albania.
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problems connected with economic and social structure, and to avoid so far as possible
the present—day problems of economic and housing policy, which are inevitably more
variable. () | |

In all the countries of eastern Europe one of the most striking features is the
development of State-directed industrialization. VItS rate of progress maj vary, but it
is proceeding with great intemsity. Industrial development, besides being one of the
causes of increased housing requirements - a point which will be discussed later - has
a considerable bearing on the structure of investment progremmes. Public funds availablo,
gshown in Table 2, have for the most part been concentrated on industrial investiment,
particularly since, with a few exceptions, the old industrial foundations were poorly
developed and expansion of industrial output had to be based on new building rather than
on extension of existing enterbrises and modernization of existing plant.

Table 2

Investment in Industry and in Housing, as Percentages of
Gross Fixed Investment

‘ | Public investments | Housing: total of
Country Period i public and private
Industry | Housing investments

Bulgaria ) 47.3 6.2 11.6
Czechoslovakia |) 42,9 12.2 '
Hungary ) 44,7 6.7
Poland }1951 to 1955 44,8, 11.7@
Romania ) 61.5 4,8
USSR ) : ’ 51.1 i5.5 20
Yugoslavia 1952 to 1956 51.6 7.8 11
(a) Excluding investments in rural housing.
(b) Including investments in the building industry, amounting

to approximately 8 per cent.

(1) Except where another source is specifically indicated, the figures embodied in
the following sections of this chapter are based on data supplied direct by
Governments or on the following official statistical publications:

Statisticzeskij Godichtschnik na Narodna Republiks Bulgaria, 1956, Sofia, 1957
Statisticka Rocenka Republiky Ceskoslovenske 1957, Prague, 1957

Rocznik Statystyczny, 1957, Warsaw, 1957

Annuarul Statistic al RPR, 1957, Bucharest, 1957

Narodnoye Hoziastvo SSSR, Moscow, 1956

Statistitki Godi¥ngak, FNRJ, 1957, Belgrade 1957
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In all these countries, as will be seen from Table 3, large sums are being invested
simultaneously by the State in general building of a sécial and urban character, 1,0,
schools, hospitals, offices and other public buildings, to comply with thé requirements
and directives of State policy, which attaches great importance to raising the standard
of community facilities in towns and residential areas.,

Table 3 '
Public Investment in House-building and in other Public Building

Currency Investment in:
Country Poriod (thousand Schools, hospitals
]
millions) Housing public buildings, eto.
Bulgaria ) leva . : 1.3 '0.92%}
Czechoslovakia) crowns 11.7 11.7
Hungary ) forints| .- 4,6
Poland 190 t0 1998 1 otys 23,2(°) 10.3(%)
Romania ) ‘ lei - 2.7 5.4
USSR ), roubles 101.6 89.7
Yugoslavia 1952 to 1956 dinars 167.4 169.8

(a) Public investments only, excluding funds contributed by the public from
grivate resources.

(v) ineluding investments connected with scientific research.
(¢) Excluding investments in rural housing,
(d) Social and cultural investments only, excluding other public buildings.

The combined result of those factors is that, though total investment represents
a large proportion of the national income, the share of house-building in total
investment and in total building is relativoly low and that on the other hand invest-
ments of a productive type are particularly high; this fact is an outcome of the
general economic-policy directives designed to achieve planned industriélization, Such
an investment structure affords potential 6ppoftunities for intensifying house-building
activities.(l)

(1) It should also be possible to intensify conmstruction work of a strictly social
character (i.e. schools, hospitals, etc.), which is simply one aspect of public .
(non-industrial) building construction.




HOU/Working Paper No.78

page 39

On account of the productive type of investment, economic development is likely

to promote a general rise in national income and therefore in investments as a whole,

and to intensify investments in housing.

The fact, moreover, that the present

potential of the building industry has boen utilized only to a relatively limited
extent in the construction of housing facilitates a certain shift in the proportions

in favour of housing construction.

The growth of housing investments in the Soviet Union, shown in Table 4, provides
a typical example of the policy of industrialization in building which creates a
technical and material basis for investments in housing and enables them to be speedily

increcased.
Table 4
Growth of Investments in Housing Financed from Public Funds
in the USSR from 1929 to 1956(a)
Mean annual investmonts in the consecutive five-ysar plans:
Item Unit
I II III (o) Iv v
‘ 1929-71932 1933-193711938~1942" " { 1946-1950} 1951~1955| 1956
1. Total thousands of !
investmoent nmillions of
roubles (c) 16,2 29,5 41.5 67.7 130.8 186.2
2. Housing'®) —do- (0 1,9 3.0 5.3 8.6 20.3 28,6
3. Growth of
total ' '
investment % 100.0 182.0 250.0 418.0 807.0 {1,149.0
4, Growth of ' '
investment ) _
: 1n‘housing. ‘ % 100.0 158.0 276.0 453,0 [1,068.0 {1,505.,0
5, Investment in ' ‘ :
. housing as %
» of total
" investment S ‘ - : l
" (2:1) % 11.8 10,2 12.7 12.7 15.5 15,4

(e
o

(a)

(b) Period of 34 years ending on 1 July 1942.

Moscow, 1957, as reproduced by WiadomoSci Statystyczne, Warsaw, 1957.

) Fixed prices

) Public funds only, excluding private resources of the public.

of 1955.

The total of

-Items 1 and 5 according to Dastijenia Sovietskoy Vlasti 3a Sorok liet v cifrah,

investments in housing from 1951 to 1955 represented 20 per cent of investments

as a whole.
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n In tho countrics of eastern Burope a change in the proportions of housing
construction and an inerease in investments in this sector have likewise been ﬁoted ih
Similarly, in the Sovict Union the growth of investment derives from the
general increase in investment funds and from gradual changes in favour of housing in

the proportions.

-reeent years.

The data given in Table 5 are not fully comparable because same of
them relate only to investments from public funds, while others relate to the total of
investments in housing, including investments from private resources.

Table 5
Growth of Invostments in Housing from 1951 to 1956

Investment in housing
(a) 1956 1951 | 1952 { 1953 | 1954 | 1955 } 1956
Country .
thou:ands In % '
Currency of (1951 |As percentage of gross fixed investment
millions |- 99
| Bastern Germany t|IM 1.011
Bulgaria t|leva 0,726 {192 9.6 ﬁ 9.8 9,3 ] 13.8} 14.4 | 12.4 .
Czechoslovakia plecrowns 3.229 (208 9,1 | 10,2 | 11.0 | 15.4 } 15.7 | 14.3
thgarxb) p|forints 1.365 |217 4.8 4,3 6.1 9.7 } 10.3 } 11.8
Poland pizlotys 7.106 }193 10.9 | 10.6 | 10,8 | 11.8 | 12.9 } 13.7
Romania p{lei 0.908 [363 3.1 3.2 5.0 5.4 6.1 1 6.1
Yugoslavia t|dinars 60.9 175(c) 6.7 8.4 | 11.8 | 13.8 } 11.6

(a) t+ - total investment in housing
p - public investment in housing.

(b) Public investment and investment by individuals from their own resources
in urban construction, rural construction not being included.

(e¢) 1952 = 100.

Table 6 gives data indicating the extent of investments in housing in relation to
total investment and to the total volume of building work, and also in relation to the
In 1956 tho total of investments in housing (from public funds and

from the private resources of individuals) amounted to about 18 to 20 per cent of the

national income.

total of investments in the majority of the countries of eastern Europe (USSR,
Czechoslovakia, Poland and probably Hungary). A lower proportion is shown by Bulgaria ‘

(14 .4 per cent) and Yugoslavia (11,6 per cent). The data given for Romania relate only .



to investments in housing offected either directly by the State or through credits

granted,

in this country represent the real source of financing,

the housing units handed over to their users were built

Annual Investment in Hous
£ the Gross Fixed Investmo

Table 6

to the oxclusion of funds invested in building by private
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individuals, which
since in 1955 four-fifths of
by private individuals.

as & Percontage of the Investments in(a)
nt and of the National Income

Building, o

Investment in housing as
Investment a percentage:
Country Year |Currency ((1)? ;ﬁ‘l‘iz’;‘;‘;’ of the of gross |of building
national fixed and
income investment |construction

Eastern Germany t(1956| DM 1.011

Bulgaria £]1955] leva 0.726 3.0 12.4

Hungary p{1956| forints 1'365(b) ll.B(b) 22,6

Poland +]11956{ zlotys 9,200 3.6 17.7 29.8

Romania p11956] lei 0.908 6.1

Czechoslovakia 11956} crowns 20.3

' USSR t!1956 roubles 20 32

Yugoslavia +31956| dinars 60.900 3.7 11.6 26.7

{a) t - total investment in housing
p - public investment in housing.

(b) Estimato by the Institute of Housing, Warsaw.

While tho share of housing 1
was from 22.6 to 32 per cent, these data are not fully comparable because some of them

relate only to nati

to new construction and do not include major repairs.
The share of housing investment represented in the natio

Polend ‘and Yugoslavia, the three countries from which pax

yaried from 3 to 3.7 per cent.

(1)

In Poland the funds earmarked by ¢
represented in 1956, in addition,

onalized building work and possibly to urban construction.

nvestment in the total for building and orection work

Accord-

ingty, housing construction in fact accounted in some cases for a larger share in

building work than is indicated by the figures.

As before, all these data relate only

(1)

nal income of Bulgaria,

wisvinrs huve been received,

Although the methods used for determining the amount of

new urban construction work.

he State for major repairs to urban dwelling
nearly 26 per cent of the public funds invested in

~houses
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the national income in most eastern Buropcan countries are similar, these data are not .
always comparable because of the differcenccs in price structure; they are merely

inténded to serve as a geneoral guide:. For the same reasons, and because of the

additional difficulty inherent in calculations of this kind as a result of the permanent
foreign currency exchange ratc, which does not always harmonize with the differencesin
investment costs beotween the various countries, no attempt has been made either to

convert the different countries' investment funds into funds expressed in a comparable
currency unit (such as the rouble) or to add them together. '

The disbinet increase in housing construction investments is a result of the
principles underlying thc cconomic and social policy practised. The tasks which require
‘to be fulfilled in the field of housing will be analysed in the next section of this
chapter., The proportions governing the division into investment funds for housing
construction and investment funds for other purposces are laid down in the economic plans,
The investment plans also lay down the volume of housing construction effected by the
State and the construction tasks ecarmarked for implementation by private individuals
using their own resources.

As a result of the liquidation of the private money market, the State is obliged
to allocate the burdens of housing finance, either by appropriating thereto budgetary .
funds supplemented by various forms of local revenue, or by establishing a special fund,
as has been done in Yugoslavia. The State plays an important part in housing construetion.
not only in its financing but also, and more particularly, in the actual building work,
in which it operatcs either through the medium of building organizations especially
established for the purpose, or through the local authorities or the various State
institutions and cnterprises which build houses to accommodatc their workers. This
tendency has also been encouraged by the need to concentratce housing efforts in
industrial coentres undergoing rapid development.

There is virtually no private building of houses for letting. The building of
housing units by private individuals with their own resources and for their own use
benefits by substantial financial and organizational assistance from the State; this
assistance also includes such items as the procuremont of building sites and the
preparation of plans. Other chapters will review the field covered by this assistance,
and also the methods by which the extent of such construction work is regulated and its
development controlled. The proportional relationship between tho volume of construction
directly controlled by the State and that carried out by private individuals differs
substantially from country to country., In countries in which urban construction has
been more intonse, the percentage of State-controlled construction has also been higher;
whereas in countries in which rursl comstruction is relatively important, i.c. Romania

and Yugoslavia, the proportion of building work carried out by individuals using their
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Préute yesanoes 1s greetor, The reason is that in most of the ocountrics of eastern Europo State
construction is mainly concentrated in the urban centres and is less prominent in

rural areas, Construction work carried out with the aid of private resources has, on

the other hand, constituted a higher percentage among the inhabitants of rural'areas,
although in some countries it has developed to a marked extent among the urban |
populations also, especially in the larger industrial centres and mining areas of
Czechoslovakia, the USSR and - more recently -~ Poland. This fact is illustrated by

Table 7, which shows how construction is divided into State construction and construction
by private individuals with and without the State's financial assistance, and also into
rural and urban construction.

Table 7

The results of Housing Construction in 1955/1956, the Sources of Finance,
and_the Apportionment between Urban and Rural Construction

zgz:%rigtiiﬁg Construction work done by Construction
T Individuals
' Country Yoar |Thousands > With | Without
of 1,000 m~ |The State| financial | finanoial [Urban | Rural
dwellings assistance | assistance
by the Statelby the State

Eastern Germany |1956] 30.4 (a) ! 57 25 18
Bulgaria 1955 {11757 5 36 20 44 58 42
Czechoslovakia [1955 50,6 1986t 70 30
Yugoslavia 1956  37.0 l948§ °) 39 32 29 |46 | s
Poland 1955  94.0 [4515(¢) 69 2 29 |66 | 3¢
Romania 1955 55,9 1676(D) 20 8 72 37 63
Hungary 1955 31.5 43 33( a) 24 47 | 583 (e)
USSR 19551 1512.0 4] 21 60 40

Source: Quarterly Bulletin of Housing and Building Statisties for Europe, ECE, Geneva;
"and 1nformation supplied direct by Governments.

(a) Area of all rloors of the housing units.,
(b) Habitable area: floor area of the principal rooms excepting the kitchen.
(¢) Utilizable floor space of housing units.

(d) Including assistance and credits granted to collective farm workers building their
own houses, by the collective farm housing construction funds and excluding other
State grants made without distinction to all individual builders (land for dividing
into building sites, standard plens, and timber-cutting equipment made available

’ free of charge.by the State).

e)

Excluding rural construction by the State, which is included under the heading
"Jrban construction”,
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New and more energetic measures adopted by the State have in recent years enabled

construction financed from private savings to be expanded substantially; as will be seen

from Table 8. The following factors, in particular, have been decisive:
« naw :acilities for saving afforded to the rural population through the increase
in incomes, and to the urban population through the increase in real wages;
- substantial increase in State assistance in the form of credits;
- new facilities for the procurement of the materials necessary for this type
of construction through a change in the investment structure and the
establishment of raw-mater1al reserves,
- offorts to inecrease raw meterial reserves by utilizing local materials and the
gorvicos of small regional enterprises. |
In thesc circumstances some sections of the population are tending to build one-

family houses surrounded by a plot of land, or co-operative housing facilities in multi-

family blocks,

Table 8
Inerease in Statc and Private House-building, 1951 to 1956

Increase in house-building
Country State § Private(8) | state } Private(a)
1951 to 1955 1953 to 1955
(1951 = 100) (1953 = 100)
Bulgaria az0 | 175 | 174 181
Czechoslovakia 159 174 120 161
Hungary 235 1§ 95 148 236
Poland 151 115 112 |} 141
Romania 193 103(b) 105 {1 (b)
USSR 123 116 108 lll(c)
Yugoslavia 212 83 158

(a) With or without State assistance.

(b) Not including collective farm building. In 1955 the
number of houses built in rural areas had inecreased
by about 50 per cent in comparison with 1951.

(c) 1956,

Yugoslavia alone shows a decrease in privately-financed building, the volums of
which was relativcly substantial in previous years.
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* At the social level the construction of housing by the State generally results
in the 1nstitutiqg of q_system.of low rents, a system under which the allocation of
‘housing is conmtrolled byléocial-welfare organizations, and a system under which the
maximum-utilizable floor-space granted to a tenant is regulated according to the size
of his family. Regulation is usually less strict in the case of housing built with
the aid of privafe funds. The social effect of this type of housing is more limited,
and constant.supervision is necessary, especially where State assistance is granted.

' The expénsion of house-building financed by private savings proceeds parallel to
that of State housing comstruction., It helps to increase the total volume of housing
construction by adding to the funds available for this purpose the rescurces individually
accumuleted by private citizens.  Following a review of housing polioy in Poland in 1957,
emphasis ﬁas placed on the need to increase the finaneial effort in favour of housing
oonsfruction by the section of the population in receipt of higher incomes and wages.
Attention was also drawn to the fact that the application of the low-rent policy
without regard to the amount of an individual tenant's earnings tended to restrain ﬁhe
investment of savings in the construction of housing for personal use, It was
reconmended that the social.objectives of housing poliey should be maintained and that
the economic incentives.to the investment of individual savings in housing should be
expanded.

Housing investment reguirements and hdusigg
investment realized in eastern European countries

The specific characteristics of the group of countries under consideration are
revealed by an examination of nearly all the factors which determine housing needs,
With regard to new housing requirements, there are some differences in regard to
demographic changes and in replacement requirements; but the internal movement of the
population is the most important factor.

In most sastern Buropean countries there is a much higher rate of natural growth
than in the West. More than anything else this affects size of households, and
consequently the size and area of accommodation required. As to the marriage rate, -
however, which has a much more direct effect on new housing requirements, the
difference is much smaller. From 1951 to 1955 the population of the seven countries -
under consideration increased by an éverage of 17,5 per thousand per annum, while the -
average rate for western European countries was 8.5 per thousand: on the other band
in 1955 the marriage rate was 7.2 per thousand in France and Sweden, 7.8 in Belgium,
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7.9 in Czechoslovakia, 8.1 in Austria, 8,3 in the Netherlands, 8.4 in Bulgaria, 9.2 in
Yugoslavia, 9.5 in Poland, 10,5 in Hungary, and 11.8 in the USSR, (Y |

The tendency for the former large households to split into smaller ones, which is
particularly marked in towns, is intensified by the constant increase in employment in
the non-agricultural trades. In rural areas the number of houssholds is more stable,
for herc the houscholds are tied to the farm, and it should not be forgopten that the
rural population still represents a considerable percentage of the total:in these
coﬁhtries. These splitting-up tendencies will become more marked in yoars to come when
children born since the war have reached adulthood. |

Since industrialization and urbanization began relatively late, the urban housing )
"stock ‘is relatively new and replacement requirements are consequently ngat great. In
rural areas, however, where oxcept in Bulgaria most houses are built of woed, the
higher percentage of this type of building makes up to some extent for the smaller
amount of housing stock due for replacement owing to age. Sinee information on dates
of construction of houses and their quality is not available for all countries, it is
Impossible to estimate these requirements. ,

Infernal migration, in conjunction with industrialization which attracts the .
rural population into the towns, has a great influence on housing requireméﬁ%s;r.These
movements were particularly heavy at the beginning of the last five-year period and,
though they have been slowed down slightly since then, they still affect new housing
requirements in towns and cities. For estimating these requirements it is essential
to make a separate analysis of the situation in each country. 1In Poland, for example,
where the movements have been particularly heavy, the consequent increase in the urban
population was estimated at nearly 750,000 for the period 1950 to 1955, i,e. about 60
per cent of the natural growth of the urban population during the same period. The

movements were much less marked, for instance, in Czechoslovakia.

In the Western countries minimum new housing requirements have been ostimated at
3.5 dwellings per thousand inhebitants for the period 1956.to 1960. This is the
number of dwellings that must be built in order to maintain the existing housing level.
In eastern Europe, however, it is clear from the foregoing appraisal of the various
factors influencing housing needs that new investment .requirements have been higher
during the last five years and will continue to be higher in coming years, even though

(1) United Nations Demographic Year Book, 1956, and information supplied by Governments.
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thoere has been a certaln slowing down in the rate of netural growhbh and internal

(1)

Another category of requirements are those arising from the need to make good any

migrations arc no loager so considerable,

quantitative or qualitetive shortcomings in the existing houcing stock. Nearly all the
countries under consideration except Czechéslovakia and Bastern Germany used to form
vart of territorlies where housing conditions were very bad. In Poland, where housing
conditions were if anything better than those of other countries, sucﬁ as Yugeslavia or
Romania, the avorsge number of persons per room in 1931 wag 2,02 in towns and 3.1 in
the country. ZEven in Czechoslovakia7 where the situeticn was better, the number af
persons per room in towns was as high as l.44 in 193052) hisher than for any cther
central Huropean counbry. The level of building activity was Zow. In this part of
Europe, it should be rememhored, damage wrougny by bthe war was mmel niore serious, pha
housing stqék,in.the USSR, Poland and Yugoslavia having suffersd the worsi,

It was beyond the pewers of the countries concerned to make good all these short-
comings at a time whon they were facca with the d.iTisult tesks of reconstruction, the

’ transformation of their economic and social structure, and the development of their
industry, all of which ahsorbed a very largo proﬁoftion of iavestmenis, as has already
been sbabved. Tha® is wny reouiremonis for :mproving tho existing housing sitretion axe
So _great.

The most important step is to pruvide o gserarate dwelling for each family. This
point is taken into account in housing policies, which tend Lo limit strictly the size
of dwellirgs. The main aim of Lousing policy is tha® the State should build the Targest.
possitie number of smell and medium-sized dwellings. In Poland therse has beon a
considerable increase in the prorortion c¢? such awellings built by the State during the

3)

(2 - :
last few ycars.'® In the Sovieh Union, too, a large number of smail end medium-sized

(1) These problems as they affect Czechoslovakia and Poland have been analysed
particularly in the following articles:
- VI. Wynnyozuk: Problemy stanoveni objemt bytcys vystaghy (Problems connected
with the formuiation of the housing programme) Statisticky obzov No.9-1956.
- A. Andrzcjowski: Z tadafi nad sybuacja mieszkaniowa w Polsece Ludowej (A study
of the housing situation in the Peoplets Republic of Poland), Ekonomista No,3 =~ 1957.

. (2) Prague 1930: Statistical Year Book, Warsaw, 1939.

(3) The average size in 1956 was 2.8 rooms; 75,3 por cent of all dwellings had
between 2 and 3 rooms: Rocznik Statvstyeny (Stetistical Yearbook), 1957.

- -
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dwollings have boon built., Dwollings to bc built in the coursc of thce next fow
years will contain on the average slightly moro than throe rooms.(l) In
Gzochoslovakia tho aver%g? sizc of dwoelling during the period 1954 to 1956 was 39.4
inprovemont in the facilitics provided in dwollings in all these eountries,

The %ggual volume of housing built from 1951 to 1955 in tho eastorn Buropcan
inhabitants por annum. But o major component in this averago is tho figuro for
housing in tho Soviot Unios elonc., If this is counted svparntoly, the figure is
6,7 yor thousand for the USSR and 2,7 pcr thousand for all tho other countries
combined, (In 1956 the over-all averagc was 6,5 dwollings por 1,000 inhabitants
and 8.0 and 2,8 for the USSR and the other countries respectively), A comparison
of the volumc of housing built with housing requircments mnkes it cleaxr that the
formor is inadequate. In most countries it does not cven cover eurrent roquircments.

to 39.6 m of room arca, In addition, therc has beoon an appreciablc and constant

countrios has boon ecstimatod at an average of 5.5 dwollings per thousand

In the Soviot Union, howover, tho curront ratec of housing construction moro than

(4)

As will bo scen from Table 9, in all castern European countries a considerable

covers eurrent roquirements.

inercasc in housing investmont has bocn plamnned for the period 1956 to 1960, an
inercasc in fact of 66 to 116 per cent over the preeoding fivofxqgr_pggiggﬁ

(1) Including kitchen ~ A, Sharov: Zhilischchnoe Stroitelstvo v Shestoi Pyatilotke,
Planovoc Khozyaistvo, No.3, 1957,

(2) Statisticks Rocenkn Republiky Ceskoslowvenske (Statistical Yearbook of the
Czcchoslovak Republic), 1957.

(3) With thc exception of Bulgaria, in the absonco of information cnabling the
figurc for floor space to bo converted into number of dwellings.

(4) The samo would appear true of Czechoslovakia, where, in 1956 4.8 dwollings
per thousand inhabitants were built.
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Table 9
. Plonned Inercasc in Housc-building up to 1960

‘ o Hovsing Housing B
Country Unit built, planned, | T ;;g:gzgge
i . 1951 to 1955 | 1956 to 1960
| Bastern Germany | 1,000 dwollings | 315
Bulgaria 1,000 n° of
: floor space 5,180.1
Czochoslovakia | 1,000 dwollings 198.0 | 330 67
Hungery - 1,000 dwellings 109.9
Poland 1,000 rooms - eoas®) |1 200f®) 73
Romanie 1,000 1 of 0] )
. living spaco 1,511 2,500 66
USSR 1 million m? of () (¢)

‘ ugeful floor space 15)..7 328 116
Yugoslavia 1,000 dwoliings 174,3(4) 3a0(®) 95
(a) Urban building only.

(b) State and co-operative building, and State-aided building.
(c¢) Stato building and privatc urban building.

(d) 1952 to 1956.

{e¢) 1957 to 1961.

Providod thesc figures arc attained, it would be possible to meet new annual
housing roquiroments not only in the USSR but in the other countrios too, and in
addition to bring about an improvement in goncral housing conditions.

The dovelopment of housing is bound up with tho considerable plannod increasec
of invostmont in goneral, and of investmont in housing as & proportion of gross
fixed invostmeht. In comparison with tho provious five-year poriods, it is
planned to inercasc investmont of public funds in housing as follows: in
Czechbslév akia (1956 to 1960) from 12.4 to 16 4 por conmt, in Yugoslavia (1957 to
1961) from 7.8 to 12.3 per cont.( 1) Investments in urban housing in Poland arc to
inercase from 11.7 to 16.2 poer cont (1956 to 1960). A similar incroase is planned
for investmont of privatec funds.

(1) Total invostment in housing, 1rc1ud1ng private investment, will increase from
10.2 to 15.5 por cent of gross fixed investment. -
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Housing Invostment in each country

Tablc 10 asscmbles for purposes of comparison somc of the indicetors
illustrating investment requiroments (numbor of persons per room, rate of natural
growth and the merriage rate), presont data on housc construction by volume, on
éatimated incroases for the noxt fow years and on the sharc of housing invoestment
in gross fixed investment and in national inecame. The countrics with the largest
new housing requiroments arising from dcmographic chmnges are Poland, the Soviet
Union, and next Yugoslavia and Romania. Natural growth is somewhat lowoer in
czechoslovgkia, Hungary and Bulgaria.

The countrios whose replacemont noeds arc greatest, in view of tho 1argb
number of old towns, arc Czechoslovakia, Hungary and Poland. (1) It should he added
that in thesc countrics, particularly Czechoslovakia, the ncod for reoplacement in
rural arcas is not so groat, since rural dwellings are of bettor quality and form
a smeller proportion of the total housing stock. The Sovist Union occupies a
epocial position, since 68 por cent of its urban housing stock has boon built since
1026, (?)

Requircments arising from population movements arc dotormined by the témpo of
the industrizl devolopment, location of industry and its development trends. There
is no doubt thot roquiramonts in this catogory will be heaviest in future years in
those countrics wherc agriculturc how plays a dominaznt role in the cconomy - thot
is, in Bulgaria, Yugoslavia and Romania.

Tho countries bost placed in rogard to ocxisting housing conditions are
Czeehoslovekia and Hungary, with Yugoslavia in the least favourable position. (No
informotion is aveilable for Romania). In e¢stimating investment requircments, it
js ossential to comparc not only objoctivc stendards of housing conditions but alse
subjoctive requircments, since it is the lattor which largely detormine the housing
standerds and the way in which the neods of tho population are mot. In housing and
the rate of housing dovolopment, tho Sovict Union occupios a special position, as
hes alrcady beon montioned carlier. So extensive an increase in houge-building is

(1) In Prague 13 por cont of all houses werg built before 1880, in othor Czoch
arcas 39 por cont, and in Slovakia 32 per ccent. In Budapest 17.7 per cent
of all houses werc built before 1900, and in other towns 46.2 por econt. In
Poland about 48 per cont of the urban housing stock dates from beforec 1918.

(2) The Buropoan Housing Situation, ECE, Genova, January 1956 (E/ECE/221) .



Teble 10
Housing Requirements and Housing Investment in Selected Eastern Europesn Countrieg
Housing ‘ Housing investment
conditions Building , as % of:
Increase in
2 Natural Marriage Rursl volume of
Comnt: Perso n“~ of |growth rate per population Dwellings house~building Gross | Invest~
ornury ersons space per 1 Ooge as % built per planned for |.'ational} fixed ment
per per 1,000 ’ of total 1,000 1956 to 1960 | income }invest- in
TOOM | berson population {inhabitants as % of ment |building
1950 to 1955
_ figure (&)
1953 to 1955 | 1955 |1954/1955[1953 to 1956 19%3520 1956 1956 | 1956 | 1956
Eastern Germany (b) bl 8-7(0) 1.7
Czechoslovakis 1.5 ll 9 10.7 7.9 46 7 3.1 4.8(6) 67 20.3
Hungary 1.5 11.5 10.5 59.7 2.3 13.2 11.8 22.6
Romania (C)(h) 15.9 11.3 76.6 3.0 - [3.1 66 ( (o)
USSR (c) 17.4 | 11.8 56.6 6.7 4y[8-0 116 20 ez | 32
| Yugoslovia 2.3 15.3 9.2 75 2.0 /]2.1 95 3.7 111.6'8/1 26.7

(a) Sse

(o] w2

(e) 1955.
(£) 1953.
(g) Public investment only.

(h) Urben areas.
(1) 1952 to 1956.

Sources: The European Housing Situation, ECE, Geneva, January 1956 (E/ECE/221), Quarterly Bu.Lletin
of Housing and Building Statistics for Europe; statistical yearbooks and monograbihs.

Table 7.

of living space.
of useful area.
(8) In commmes with up to 2,000 inhabitants.

16 e8ud

gL 0N xeded BupiomM/nOH
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made possible by tho vast industrial foundation rccently establishéd and by its
continuing development. The desire for a rapid improvement in the housing
gituation constitutes a power incentive. The targets originally fixed for the
1956-1960 five-yoar plen were raised by Government decree in July 1957, In 1960
it is planned to build twonty dwollings per 1,000 inhabitants, compared with eight
por 1,000'1) 1n 1956,

In the other countries, the cxisting volumc of house-building is highost in
Czechoslovakia and in Poland, which arc also contomplating e considerable
dovelopment of their housing programmes.(a) It should be added that total housing
requireamonts in Poland aro much higher than in Czechoslovakia. o

It is by no means casy to comparc thc position of the various cbuntries in
regard to houéing requiroments and development, as discussod above, witﬁ the
extent of housing investment measured by such factors as funds availablc and
proportion takon up of nstional income. Tho difficulty arises from tho faét that
tho data available are not always compilod in the same way and do not inelude all
funds invested in houée-building. Figures for some countries, Romania, for
oxample, and perhaps Hungary, only includc funds invested in house-building»uﬁder
investmont plans and loans granted by the Stato., For othor countrics tﬁe datg'
arc not complétc. o

—

(1) A. Sharov: Zhilishchnoe Stroitelstvo v, Shestoi Pvutiletkn. Planovdo
Khovvalstvql,No 3 1957.

(2) In 1956 4.8 dwollings por thousand inhsbitants were built in Czéchoslovakia,
and in 1957 4.2 dwollings per thousand inhabitants in Poland. '
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CHAPTER III

SOURCES OF CAPITAL FOR _HOUSING AND
THE FINANCIAI, INSTITUTIONS CONCERNED

The purposé of this chapter is to indicate the sources of capttal for housing, -
distinguishing first between public and private sources, then breaking down these two
main headings into appropriate sub-headings; to compare the situatioﬁ from country
to country; and to describe and discusé the institutions, public and private, _
concerned with the channelling of capital into housing. The analysis is carried out
in two parts, one on western and the otRer on eastern Europe, since the institutional
arrangements differ widely between these two groups of countries., It should be
emphasized that in discussing the sources of funds for house constmuction it is
capital funds only which are considered in this chapter,

WESTERN ¥UROFE v
~ Table 1 shows the sources of capital invested in house construotion in 1955 in
the western European countries for which information is available,

Tabloe 1

Sources. of Capital Invested in New Dwellings in Western
Buropean Countries, 1955

Expenditure from:
untry Public funds Personal funds Private credit
Go try‘ ¢ , institutions
as percentage of total capital expenditure
Belgium ~ 43t@) 48 9
Denmark . 55 10 35
Finland 20 80
Greece - 5 ' : 95
Ireland 75 10 , 15
Italy 13 52 35
Netherlands 69 (b) 3l
Norway . 50 30-40 | 10-20
Portugal » 3 a7
Spain 55 45
Sweden 36 10 54.
Switzerland 1 30 69
- Turkey: 2 98
United Kingdom 56 . 44
Western Germany 27 24 ’ | 49
TSource' Ofﬁcial information supplied by Govermments,
(a) Including investment in housing by the semi-public Caisse Générale
dtBpargne et de Retraite (CGER). .
(b) Including short-term loans from private credit institutions,
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The extent to'which there is capital expenditure on housing from public funds
depends primarily on how far public bodies construct dwellings, and on the degree to
which it is necessary to supplement the supply or improve the terms of private
credit in arder to bring new dwellings within the means of families of average incomes,
Thug in Finland, Greece, Italy, Portugal and Turkey the low proportion of capital »
expenditure on housing from public funds results in the absence, largely owing“
| ~to high interest and amortization rates of privéte credit, of a housing programme
providing an adequaté supply of new dwellings within the means of families of modest
income, without undue and, in many cases, impossible sacrifices, In Switzerland,
interest and amortization rates of private credit have been relatively low and, as
a result, expenditure from public funds has been limited. The existing supply of new
dwellings within the means of poorer families was, however, considered inadequate
and Federal aid is being re~introduced as from 1958 to reduce the rents for a
maximum of 8,006 dwellings or about 2,000 a year, equivalent to 5 per cent of total
anmial new dwelling construction in recent years., This aid envisages both the
. provision of capital and an interest subsidy.

The proportion of capital expenditure from public funds in Demmark, Western .
Germany and Sweden is indicative of the fact that in.these countries public capital
funds are used to grant lower-rank mortgages, the private credit market being in a
position to supply higher-rank mortgeges to a considerable but varyiﬁg extent, In
Western Germany expenditure from public funds, which amounted to 47 per cent of all
capital expenditure on housing in 1951, has steadily decreased, while the volume of
house-building inereased considerably during the seme period, The increased parti-
cipation of private funds is partly due to speecial tax concessionsvfor;private capital
invested in housing and partly to the increase in owder-occupation, In Belgium,
public capital expenditure on housing includes a large proportion.of‘funds supplied
by the semi-public Caisse Générale d'Epargne et de Retraite (CGER), which dominates
the credit market, ' !

In Norwayy the proportion of public capital expenditure on housing is higher
than in the other Seandinavian countries because publiec loans, where granted, account
for the total loan financing of house construction; it is, however, less than in
some other countries because the bulk of house construction is for owngrwoccupation
attracting less capital expenditure from public funds than publicly-provided rented ‘I’
dwellings, In the United Kingdom the‘proportion of public capital expenditure 1s '
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due to the provision by publioc authorities of a large volume of rented dwellinga.
This is largely true also of Ireland and the Netherlands, where in addition there
are free grants to private housing; 1in Ireland the absence of adequate private
oredit on reasonable terms has also necessitated the granting of public loans to
private constructors., In Spain few houses are built by public bodies for renting,
and public capital expenditure consists in. the main of interest-free loans to private
builders,. ’

The capital funds expended by public authorities on housing are derived from
four main sources:

~ general tax revenues of the central government and other public authorities

~ Speclial taxes -

- publiocly floated loans

~ deposits in publio.or semi~public oredit or savings institutions, - -
SGeneral tax revenues

General tax revenues as a source of capital funds for housing are most common
in those countries where the general supply of capital is limited or the funds are
used to give free grants or low-interest loans and would prove too expensive if
borrowed, Thus in Austria, where capital is relatively scaree, all public capital
expenditure on housing includes a contribution from general revenue, the amount
varying from year to year, In Belgium, the.free grants o owner-occupants are
obtained from general State and local-authority revenues; this source accounted
for 8,6 per cent of total investment in housing during the years 1945 to 1953.(1)
Similarly, in the Netherlands free grants to private housing are derived from general
State revenue, amounting to 19 per cent of total capital expenditure on housing in
1955, In Finland, all State loans to housing and investment in housing by manie
cipalitios are finanged from general tax revenues, In Italy, housing by the State
of those left homeless by the war and of slum-dwellers, together accounting for almost
half of the total housing provided in 1955 with public financial aid, is financed out
of general rovenue, In Sweden some portion of public capital expenditure on housing
is derived from general State revenue but the exact amount cannot be identified, In
the United Kingdom, a proportion of the capital for local~authority housing is derived
from the State budget surplus; until recent years the entire capital for locale

(1) Compte-rendu de la CGER, année 1953, Brussels, Table 2, page 154,
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authority housing was obtained in this way but since 1956 local authoritiles havé been
encouraged to raise as much as possible in the credit and capital markets, In Norway,
about 10 per cent of total capital expenditure on new housing in 1955 was in the form
of capital subsidies (interest-and amortization-free loans) by the State and the.
municipalities, which were apparently financed out of general revenues, In Western
Gormany, 15 por cent of total capital expenditure on new housing in 1955 was from
general State, Liénder and municipal budgets, the balance of public expenditure being
from special taxes or lovies,

Spocial taxes

Special taxes have been introduced in a number of countries where the supply of
capital for housing has been particularly scarce.

In Austria employors and wage-earners make a financial contribution to certain
public housing funds, The contributions paid to the Federal Fund for House
Construction and Property Ownership differ from those paid to the Fund for Housing
Roconstruction and the fund set up by a law passed in 1954 for the encouragement of-
house construction, In the first case the contribution by wage-earners is 0,5 per
cent of their general social insurance contribution. ~ Employers pay a contribution
proportionate to the number of their employees., The Fund for Housing Reconstruction
derives its sources from a surtax of 10 per cent on wages and corporation taxes.

The same principle applies to the fund established by the 1954 law, with the
difference that the surtex is 5 per cent, Reference may be made here to a apecial
tax imposed on employers in France sinece. 1953, accounting for 1 per cent of wages
paid, for the construction of houses, The proceeds of this tax cannot be classed
as public expenditure as each employer was given a wide choice in the manner of
investing them. In 1955 the total sum invested was Fr. fr, 40 millierds, of which
12 milliards was in direct construction, 8.5 milliards in subscriptions to housing
bonds and housing societies, 11 milliards in free grants and 7 milliards in low-
interest loans to individuals and societies. A special housing tax on workers'
wages is also employed in Greece but the amount appears to vary greatly from year

to year; in 1957 it was more than 43 per cent of total public investment in housing.
In Italy a special tax, representing 1,2 per cent of total salaries and the proceeds
of which are designed to assist house construction, has been in force sinee 1949, In
1955 it accounted for some 30 per cent of total public funds invested in housing,
Although the Central Government, the provinces and communes and publiec welfare
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organizations are exempt from this tax, the Central Government makes a contribution
equal to the total proceeds of the tax, Workers pay 0.6 per cent of their salaries,
In the Nethérlands, where expenditure from public funds is 69 per cent of total
capital expenditure on housing, 19 per cent of the latter comes from general State
revenue. In Western Germany special taxes play an important part. In 1955, 43,5
per cent of public funds or 12 per cent of total investment in housing was derived
from spocial taxes or levies made for particular purposes. These wore primarily
‘contributions made into the Equalization of Burdens Fund (1,e. money collected under
a special law from house-owners and other proprietors who did not suffer losses during
or immediately after the war), which has been mainly used to rehouse refugees and
those claiming compensation for war damage. Under another spocial law, funds wore
collocted from a levy on the price of coal used to finance miners! housing. Special
levies on wages have not been imposed.
Public borrowing

The floating of loans by public bodies is the most important source of funds for

public capital expenditure on housing. Such borrowing is associated both with the
direct construction of dwellings by public authorities and with the intervention by
public bodies as intermediary lending agencies between those constructing houses
and the credit or capital market, in order to improve the terms of long-term credit
for housing, to maintain an adequate and regular supply of credit or to secure by
direct public control satisfactory social and other objectives of housing policy.
An important factor in some countries which has led pubiic bodies to intervene as
lending agencies for house construction has been the absence of adequate prlvate
eredit facilities in particular areas, e€.g., small towns and in the countryside, '
In Belgium the National Housing Soclety and the Societé Nationale de la Patite
Propridté Terrienne issue bonds guarantced by the State. In Ireland, all public
cepital expenditure on housing is derived from State borrowings. In the Netherlands
borrowing by municipalities for their own and housing association congtruction
emounted in 1955 to 50 per cent of total expenditure on housing, Up to 1958, theca
loans were obtained by municipalities directly from institutional investors and
by the issue of bonds on the open market, Owing to the inerease in interest rates
in 1956 and 1957, municipalities were unatle to obtain sufficient long-term loans
at a rate not exceeding 4.5 per cent, At the beginning of 1957, the institutional

investors contracted by Govermment intervention a State-guaranteed loan for muni-
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eipalities at 4,25 per cent. Furthermore, the municipalities bank issued’6 per
cent bonds on the market, the State paying the interest above 4 per cent, Since
the beginning of 1958 the Central Covermment is making available to municipalities
the necessary loans for housing at 4 per cent.

In Norway the capital required by the two housing banks is largely procured by
the selling of State or State-guaranteed bonds, primarily to private financial
institutions., Such borrowing amounted to approximately 38 per cent of total capttal
expenditure and 75 por cent of total public expenditure on housing in 1955. In
Spain public capital funds for housing are almost all obtained by the issue of
bonds on the market, principally by the National Institute for Housing, Investment
in the bonds of the Institute by industrial or commercial concerns carries a 90 per
cent Tebate of the profits tax., In Sweden and Denmark, State borrowing is the main
source of funds for public capital expenditure on housing, In the United Kingdom,
an inereasing emount of local-authority capital expenditure on housing is now obtained
from loans raised on the private market. '
Semi~public c;ggit or savings institutions.

In a number of countries there are semi-public ceredit or savings institutions '
which enable governments to raise long-term eredit for housing which in other
countries has to ecome from striectly public funds or from the private credit market.
Exemples of this are the Caisse Générale d'Epargne ot de Retraite in Belgium, the
Caisse des DépSts et des Consignations in Italy, the Real Estate Credit Bank in

. Turkey, the Crédit Foncier and the Caisse des Dép8ts in France and the Post office
Savings Banks in Finland and Italy. This source of capital funds for housing is
partieularly important in France; in 1956 23 per cent of investment in housing
consisted of loans from the Crédit Foneier and 11 per cent of loans from the Calsse
des Dép8ts.,

Public financial institutions

, The participation of public funds in housing investment has led to the establish-
ment in a number of countries of special institutions to administer these funds.

Where this is not the case, the administrative work is normally carried ou# by the

government departments responsible for housing policy.
In the countries which have set up these speclal institutions, the principal
reasons for doing so have been that they can provide specialized services, together

with detailed statistical information. The more or less autonomous character of .
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these organizations has made it possible to resolve specific teehnical and finanecial
problems which arise and, on the basis of comprehonsive data, to develop a ldng-term
policy. A furthor advantage is considered to be the divorece of theso organizations
from day~-to-day political control so that on the basis of general directives from bhe
Government, they can concentrate on financial and technieal problems. " In fact, of
course, the aime and mothods of these organizations are substantially the same as
those of the goverument departments charged with the same task in othér countries,
The existence or otherwise of such bodies does not depend so much on a question of
principle as on the administrative structure and convenience of the country concerned,
The most important of the special public financial 1nstitutioné are the two
State Housing Banks in Norway, the Housing Board (ARAVA) in Finland, the National
Housing Instituto in Spain, the National Housing Society and the Société Nationale
de la Petite Propriété Terrienne in Belgium and the Royal Housing Board in Sweden.
Somewhat akin to the functions of these bodies are the functions discharged by loeal
authorities in Ireland and the United Kingdom in giving loans to private house-~
builders and house-purchasers, Furthermore, in the Netherlands, the municipalities
provide the housing associations with the necessary capital, In a number of countries
spocial semi-public bodies have been established which in addition to acting as the
recipient for the collection of capital funds for housing engage in direct construction.
Examples are INA~Casa in Italy and the HLM organizations in France. Detalls of the
operations of all these bodies can be found in Part II.(l)
Personal funds

As can be seen from Table 1, personal investment in house-building is highest,
emong the countries for which precise figures are available, in Belgium, Italy,
Norwey and Switzerland, Of the other countries, porsonal investment is also high
in Austria, Finland, Greece, Portugal and Turkey. In Belgium the high proportion
of personal investment is due to the fact that the amount of building for owner-
oceupation is particularly large and that approximately half the dwellings constructed
do not qualify for pubiic financial aid since they are too costly and are financed
mainly out dr personal resources. 1n Finland, Italy, Greece, Portugal and Turkey,
personal investment is high owing to the unfavourable terms on which private eredit
is available; unaided housing, therefore, is gencrally beyond the means bf families
of modest incomes, ' In Austria, the high proportion of owner-occupation, together
with the shortage of private credit and the unfavourable terms on which it cen be

(1) To be included-in the published version of the report.,
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raised, gives rise to the need for substantial personal investment, In Switzerland
the high proportion of persomal jnvestment is mainly due to the major réle of private
investors: in providing rented dwellings. In Norway the bulk of output is for
owner-occupation, which accounts for the rolatively high personal investment.

The proportion of personal investment in Denmark and Sweden is low primerily
because 40 to 50 per cent of new dwellings in recent years have been for letting,
mainly by semi-public bodies. In addition, loan capital is obtainable up to a
- Higher proportion of cost in Demmark and Sweden than in Norway, In Westorn Germany
the amount of personal investmont is of growing importance gince thore is a steady
inerease in owner-occupation. The proportion of personal cepital is low in tho
Netherlands and Ireland because approximately 50 per cent of house construction is
in the form of publicly-financed rented dwellings and almost all thé rest‘obtains
public capital aide

"In most, if mnot all, countries, personal savings are drawn upon for building
by owners wishing to occupy the dwellings themselves, either acting alone or as
members of co-operative societies or other legally recognized groups, varying with
the country. This method of financing is therefore an important means of drawing ‘
on savings, particularly small savings, and oven of encouraging their growth, It
allows the use of capital on which, generally speaking, no interest or only a very
low rate of interest is expected, since the main purpose of the investment is ’
neither economic return or speculative gain, but the acquisition of a house,

The relative importance of this mothod of financing varies from country to
country and is dependent upon a pumber of factors, The occupierts personal
contribution is everywhere an important element in the financing of rural hoasing,
gince those living in the country are normally encouraged to become the owners of
their dwellings. Moreover, this financiaifcontribution is frequently supplemented
by a contribution in kind, particularly labour, and it is difficult in practice to
determine the relative proportions of the two types of contribution, So far as urban
housing is concerned, on the other hand, the extent of owner-occupancy, and thus the
volume of the contribution made by the future owners %o jnvestment in housing, varies
widely from country to country.

Local habits of the people and the volume of housing requirements are naturally
fPactors of considerable importance. The situation is obviously favoureble if .

eircumstances are such that the owner who builds for his own occupation has a good
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chancs of seeing his investment preserve its value or even appreclate: for‘insﬁance,
if tho state of the real-estate market were to encourage the hope that, should he
sell his house, he would be able not only‘to repay the loans contracted, but also to.
recover his own contribution and even make a profit. A serious housing shortage,
however, also sometimes encourages those without a house, or who wish to move to a
better house, to invest a largevamount'of personal capital, even at the risk of not
recovering the whole of their outlay should the buildlng have to be solds

The proportion of the cost contributed by the ownor-occupier also varies with
his own saving capacity. In most countries, it seems to represent a fairly
substantial proportion of the financing of houses built by persons of some social
standing, but usually does not exceed 10 to 20 per cent of the cost of those intended
for the bulk of the population.

Lastly, the relative importance of this source of financing is conditioned by
the generel policy of the State in respoct of house-ownership., Almost all countries
in western Eurcope encourage house-ownerohip, admittedly by different means, such as
tax relief and facilities for additional loans, This encouragement varies in scale
from country to country, depending on the extent to which housing policy favours the
provision of aided rented dwellings or makes available further financial aid to
owner-occupiers, ‘

The comtribution required of a person joining tenantst co-operativessuch as
exist in certain countries (particularly Belgium, Italy, Switzerland and Western
Germany), can be likemed to that made by a family wishing to own its own home,

Seen from the angle both of investment in building and of the cost of the capital
involved; the financial process and the consequences are the same, Although,

in the latter case, the occupier who invests part of hisAsavings has no legal title
to the property, he has a right of occupation and, on leaving, may &lso recover all
or part of the money he has invested,

Investmont by the owner in a bullding for letting has long been one of the main
sources of private financing of housing., This source dwindled in,Europenafter the
first world war and during the second world war it almost dried up. The main reason
for this was the general establishment of rent control and the fixing of rents at
leveis which, despite incresses, were sometimes no longer economic or at all events
gave a return on new buildings far lower than the rates obtainable elsewhere for
investment capital., ©Even in countries where rents of new buildings were uncontrolled,
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. the burden represented by the large mass of houses with controlled rents kept'f‘
capital away from the real-estate market, In recent yecars, there has been a réaéiion
in countries with more liberal econhomies and in which there have been‘prbg56531ve
increases in, or complete decontrol of, rents, R

This type of financing exists for houses constructed without assistaﬁce'from
public authorities, but it is also frequently found in private houée-building with
public assistance for letting in one form or another, e.g. subsidies, rébates'on
interest rates and low-interest loans, In either case, however, it rarely covers
the total cost, and the balance required is almost always provided by private or )
public- loans, It has once again become a by no means negligible proportion of the
private capital invested in housing in most western European countries and é proportion
which is quite considerable in, for example, Switzerland, Belgium and, to a lesser
degree, the Federal Republic of Germany and Austria. It must be pointed out that,
with the passage of time it will be increasingly difficult to distinguish between
such capital and the part of the funds contributed by owner-occupiers, somé of whom
will went to lot their dwellings., "

One particular form of investment of this type is the purchaSe“of shares in
real-estate companies, - This seems to mest present-day needs quite well since, with
the trend towards the splitting-up of private fortunes, urban housing is showing an
increasing tendency to takec the form of bloecks of flats, which require more cabital
than in former days. The purchase of real-ostate stock, particularl& if quoted
on the stock exchanges, gives opportunities for mobilizing small amounts of capitél’
that would not be sufficient individually for direct invesiment by the owner in a
building of his own, The scope of this form of investment, however, seems to have
been limited, and it would be interesting to ascertain the reasons for this state
of affairs, and, perhaps, to rectify it, for in some countries at least this method
might well be a useful means of attracting a larger proportion‘of'savings to the
construction of dwelling-houses.

© This method of private investment to some extent also covers dwellings erected
by industry for workers, either directly or through subsidiary companies. Assistanes
with workers' housing is provided by industries in many countries and tekes various
forms, such as direct building, contributions to the capital of building cémpanies
and loans, Wherceor it takes the form, not of a loan, but of direct bullding or
a contribution from the firm's own resources, the investmen% technique is the same
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as that used by private individuals investing their capital in building for'letting.
But the economic objective, the attraction of labour, or the social aim, better
housing for the workers, means that the firms do not seek a profit in such operations,
or are satisfied with a sméll return,

This 18, therefore, a particularly inexpensive source of capital, and in nearly
all western European countries, governments are promoting its use both through
nationalized undertakings and through private enterprise, The scopé of this sourece
of riﬁanoing is thus increasingly wide, although it varies from country to country.
Teking & broader view, however, 1t must be noted that the excessive dovelopment of
such a method may have drawbacks such as the laying of a by no means negligiblo
additional charge on production; furthermore care must be taken to avoid, setting
up in this way relation between worker's labour contract and his dwelling.

Direct loans between private individuals are also derived from private saving.
No country appears to keep records that would allow any accurate oevaluation of -
loans of this type. In available enquiries this source of financing is gonerally
confused with the direct capital investment of owners in their own bulldings owing
to the impossibility in practice of making any distinction between the two., The
loans are of very different kinds, and whilst their widely varying rates of intorest
may be low when a friend or a member of the femily has to be helped, they can be
exorbitantly high‘when it is a matter of getting additional finance which the owner
" has failed to raise with local credit bodies. Generally speaking, the pericd of
"guch loans does not exceed fifteen years. In certain countries, special agencies
or lawyéfs bring borrowers and lenders together, which creates a kind of market
tending to standardize borrowing procedure and rates of interest, and to facilitate
the develdpment of this method of investing savings. '

Among such direct loans, those granted by industry to employees as aid in the
gsolution of their housing problems occupy a special place. This accommodation takos
the form of either a relatively short-term advance of wages or a long-term loan
under & special contract, with or without guarantee. In view of their social
purpoee, they generally bear a low rate of interest or sometimes none at all, In
certain cases, the loan is not granted by the undertakings themsclves, but by an
external body, perhaps set up by the undertakings, to which they supply the funds,
this body not only concludes the contracts but also collects interest and capital
ropayments, The development of such loans has naturally boen greatest in those
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countries where industry has invested capital in the building of dwellings, either
to meet its own requirements or owing to a legal obligation to do 0.
Investment by private credit institutions

In those countries for which particulars are available, the proportion of
housing capital expenditure derived directly from private credit institutions is
highest in Switzerland, Sweden, and Western Germany, relatively high in Demmark and
Italy and low in Belgium, Ireland and Norway, as can be seen from Table 1, In
Belgium, the role of private credit institutions is reduced by the fact that the
credit market is dominated by the semi-public Caisse d'Epargne et de Retraite, and
in Norway the policy has been followed of channelling the lending resources of the
private credit institutions, which are considerable, through the two. public housing
banks, 1In Ireland, the low proportion of funds emanating from the private credit
institutions is indicative of the relatively limited lending resources of these
institutions, - In the Netherlands, wkere the direct role of private credit
institutions is also probably low, the lending resources of these institutions have
to a large extent been channeled into housing through the borrowing operations of '
municipalities., In Finland, Greece, Portugal and Turkey the direct role of private
credit institutions is probably fairly high owing to the limited availability of
public funds in these countries, In the United Kingdom, the volume of local-authority
building reduces the direct role of the private credit irstitutions but the resources
of these institutions are considerable and much of their lending is on old dwellings,

Disregarding short- and medium-term loans to facilitate the purchase of land or
advances during the period of construction, housing loans from private credit
institutions usually run for five years at least, though rarely longer than twenty-
five years. In certain countries some of these loans benefit from tax reliefs or
enjoy special advantages, which generally take the form of a guarantee by publiec
authorities for the payment of interest or repayment of capital, . In the latter
case, the period of the loans sometimes exceeds twenty~five years, The loans.
are almost always accompanied by a first or, less frequently, a second mortgage.

There is great diversity amopg the institutions granting such loans and their
scope varies widely from country to country, They may be classified, perhaps in
over-simplified terms, in the following categories: _ .

- loans granted directly or indirectly by savings banks

- loans by building societies
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- loans by insurance companies ,

- loans by banks and building lcan gocieties,

loans granted directly or indirectly by savings banks are a method; sometimes an
important method, of financing in many countries, Such loans are derivgd from
deposits and payable on demand or at short term; they are invested on long term
and usually amortized in fixed yearly amounts over a period which is frequently

' twenty-five years and sometimes even longer.

Such a method raiées the problem‘of the proportion of deposits repayable at
sight or at short-term that can be safely used for long-term investment without
undus risk to the lending establishment through with-drawals, Similarly, the
ratio of building loans granted by savings banks to their over-all investment raises
the questio@ of spreading the investment risk, a well-known problem in banking,

No doubt savings banks' deposits are usually regarded as having greater stability
than ordinaiy bank accounts, and in most countries savings banks enjoy the benefit of
special legislation which, either by saving clauses, a state guarantee or some other
. method, enables them to curb excessive withdrawals., Nevertheless, the long
experience of most European countries, which have passed through serious crises,
goes to show that a large proportion, probably more than half, of savings banks!'
deposits oan be invested in long-term building loans without giving rise to any
particular diffioculty.. This form of financing has the advantage of using capital
with a rate of interest - that on deposits -~ almost the same as the short-term rate
and therefore lower than that obtainable in the long-term money market,

Building loans granted by savings banks are common in most countries; in somse,
they are granted through the intermediary of a central public institution.(l) Generally
speaking, they favour certain private contractors such as building companies providing
low rent dwellings and often receive benefits granted by the public authorities,
depending on the particular method followed in each country.

In other countries where regular savings banks grant first-mortgage loans to
houéebuilding, there are in addition builders' savings banks, (such as the Caisses
d*épargne foncidre or Bausparkasen), whose business, like that of life assurance

companies, is to receive savings depositors make for a definite purpose, namely

. (1) These loans should be considered together with those granted in some countries
(e.g. Finland) by the Post Office Savings Bank, a public bodys,
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the provision of houses., These banks grant medium~term low-ranking loans, in
. particular if the houses are destined for owner-occupation, ) , |

Loans by building societies are similar to loans by savings banks,_of which
they are simply a variant, The principle of the building society is as follows:
if ten persons, saving each year the sum required to enable each one of them at
the end of ten years to build his own house, pool their savings, one among them will
be able to build at the end of the first year, another at the end of the second year,
and so on, If the society thus set up accepts new members, the period at the end
of which the last of the original members can draw the capital required for his house
will be shortened. Experience has shown that certain precautions are necessary to
gnable the society to meet its commitments with a changing number of members and
ﬁithout running into difficulties in the case of unusually high withdrawals,

. Bullding societies have been in existence in the United Kingdom for a hundred
years and are now widespread., Deposits are now accepted from those with no intention
of building; the societies'are, in faet, private savings banks specializing in housing
loans, The prominence they have achieved among United Kingdom financial institutions
is laréely due to the fact that 6riginally there were hardly any other forms of
savings bank, They have long been and remain one of the main instruments for the
finanecing of housing in the United Kingdom, There are building societies in other
countries of Burope, particularly the Federal Republic of Germany, although not
of the same scope, and with specific differences in their rules,

In all European countries, long~term housing loans, guaranteed by:mortgage,
have long played an important role in the investment of insurance companies!
reserves. The post~war difficulties which actod as a doterrent to investment in
real estafe in almost all European countries naturally resulted in a reduction in
such investments; in countries which experienced severe inflation these investments
almost reached vanishing point. With the gradual restoration of economic stability
in most countries and the development of housing policies there was a reversal of
this trend, Unfortunately, sufficiently detailed material is not available for
an assessment to be made of the relative importance of this source of capital in
different countries, It is apparently an important role in several western Buropean
countries, éuéh as the Federal Republic of Germany, Sweden and, to some extént,
Switzerland, One comment is called for., Insurance companies! housing investments .
may not always take the form of direct loans to the oumer-builder; a more general
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method is the purchase of bonds or debentures issued by land banks or building-loan
societies. Insurance companies' funds are thus made available to builders largely
through the intermediary of another financial establishment,

In most countries, the banks themselves, or some of them at least, contribute
to the financing of housing, But here a distinction must be drawn betweoen the
ordinary banks, a proportion of whose investments is made up of building loans, and
those establishments specializing in property loans, The specialized establishments
seem to be by far the most significant, They exist in most western European countries
under various neames,.(e.g. real-estate credit or mortgage societies, land banks and

(1)

modes of operation are reasonably ‘comparable may, deponding on the country, have a

(2)

receive specific assistance from the public.authorities or the general state budget,

credit associations), It must be pointed out here again that institutions whose

purely private or semi-public status, or may even be state institutions. Some
but there is no relationship between ths more or less private, or public, status of
these institutions and the extent of guch assistance, which depends much more on the
general lines of state housing policy. Generally speaking, the specialized institutions
obtain their funds from public issues of bonds o1 debentures; contributions are also
made from such other sources as public funds and deposits. )
The first and second mortgage credit associations in Denmark; Norway and Sweden
are of particular interest, These associations are of most im@ortance in Denmark,
where they supply up to 25 per cent of capital for new housebuilding and where they
are organized -on the basis of the joint liability of the mortgagers, whose immovable
property -is the security for the mortgage loans. The mortgagers constitute the
membership of these associations and conduct the associations on a co-operative
basis, The main purpose is to act as intermediaries between the mortgageré and

mortgagees, Operations are conducted by issuing bonds in amounts equal. to the loans

(1) A brief analysis of their methods of operation in various countries has already
. been made in Chapter V of Methods and Technigues of Financing in Europe, ECE,
Geneva, March 1952 (E/ECE/IM/HOU/38), These methods do not seem to have
undergone any considerable change since them,

(2) As in the eastern European countries, where banks have been nationalized,
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granted, As the loans are repaid, the value of the outstaﬁding bonds must be
correspondinglj reduced, The bonds are mainly taken up by savings banks and
insurance companies. The interest collected on loans is the same as that paid

on bonds, Administrative expenses are covered by annual contributions levied on
members and by any differences there may be between the rates of interest on the
verious bond issued, Although none of these associations have ever operated at a
’loss, their articles of association provide for this possibility by prescribing
that any losses must, in accordance with the principle of joint liability, be borne
by the members on a pro rata basis through special eontributions, The joint
liability amounts in the case of each mortgager to two-thirds of the value of the
mortgage in first-mortgage associations and to the total value of the mortgage in
second-mortgage associations, When the bond market has been insufficient to absorb
the issues, loans have been rediscounted by the National Bank, Loans by credit
assoeiations are not in cash but bonds; in practice the bonds are placed by the
associations with savings banks and insurance companies. The credit associations
are authorized by law to lond up to 75 per cent of the assessed value of a property

as determined from its capitalized rental value, but in practice the amount lent ’
to-day does not exceed 35 per cent, owing to the high cost of labour in the con-
gstruction industry. The second-mortgage associations sometimes lend én additional

15 per cent, which brings the loan up to 50 per cent of the value of the property,
ineluding the land. Only in exceptional cases do the credit assoclations make the
proceeds of loans available while construction is actually in progress. As a

general rule, the loans are granted only when a dwelling has been caompleted, Loans
granted while construction is in progress are paid out in instalments as the work
prooeeds, The loan periods for first mortgages are from thirty to sixty years and

for second mortgages twenty to fifty years. The loans are offered at various rates
otwwwmmm(l)
assoclations may be classed as semi-public since there is some public intervention

. In Sweden the corresponding

in the appointment of their boards and in other matters., Thelr relative importance

(1) The foregoing description of the Danish eredit association has beon taken from
+he United Nations Report No. TAA/LAT/6 on housing through non~-profit organizations
which contains a full deseription of these associations,
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is more limited than in Dermerk, They usually grant loans for about forty years.
except recently when the situotion on the credit market has made it difficult to
issue bonds with such a long amortization period. The Norwegian associations are
orgenized more like the Danish but are of much less importance than in the other two
Scandinavian countries,

In most countries long~torm butlding loens are not as a rule granted by ordinary
banks, On the other hand, such loans often play an important part in.certain _
~ countries such as Switzerland and the Federal Republic of Germany in the granting of
short- and medium-term credits for the purchase of land or existing buildings or during
' the period of construction; such advances are often on ourrent account, In other .
countries, interim credits for building purposes are granted by special institutions,

Disregarding the intermediary bodies which froequently act as collectors,
private long-term investments in housing may therefore be divided into three groups
according to the actual way in vwhich investment is made by the public:

(1) Savings which the public itself invests on a long-term basis. To this category
belongs capital investment by the owner himself (plus purchase of stock in real-eatate
companies); loans between private individuals; and purchase of long=-term bonds oxr
debentures issued by finance establishments against housing loans granted by them.
The growth of this category of investment is encouraged where the investor can

easily recover the money, sometimes with profit, whenever he needs it. This
possibility dependé, according to circumstances, on the ease with which real-estate
trensactions can be conducted, on the organization of the real-estate securities
market and on the nature of the securities.

(11) Savings deposited by the public on a ghort-term basis with bodies which use

such funds, or at least part of them, for long-term loans, To this category belong
building loans granted by savings banks and building societies; and loans by certain
banking establishments, partly against deposit or current accounts, Experience.
shows that this class of investment has developed without real risk, provided that
certain precautions are observed.

(i1i) Savings made by the public in the form of annual insurance premiums of all
kinds. To this category belong building investments made by insurance companies

out of their reserves,
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The relative importance of these.ﬁhree sources of findncing varlies from
country to country. It depends, naturally, on the savings system of the country
concerned; in some, for instance, insurance is widely developed; in others less
so, It is influenced, too, by tradition and outlook; in this respect, certain
systems, which are quite common in some countries and which experience has shown
to be successful, are regarded with suspicion elsewhers, and are strictly controlled

or sometimes even prohibited.
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CHAPTER IV
. PUBLIC FINANCIAL AID ‘
In this chapter the extent and methods of public financial aid to housing in
Europe are compared and analysed. The factual position in regard to public
financial aid in each country is set out in detail in the country monographs(l).
In view of the important differences between the two areas in public financial aid
to housing, the positions in western and eastern Europe are considered separately.
There are, for example, differences in the agencies providing dwellings, in methods
of capital financing, in the rent system and in the forms of aid to private con-
struction, It should be expressly noted that valid comparisons between western
and eastern Europe of the cost of a dwelling and of the relationship between cost
and average individual earnings or national income per head are impossible owing
to differences in pricing methods, in national accounts systema(z) and, in view of
such factors as the extremely low rents in eastern Europé, the level of earnings.
In the first part of the chapter, on western Europe, the discussion falis into
three parts., The first deals with the comparative size and cost of social
dwellings, the extent and financial importance of public aid in its various forms,
the types of dwellings erected with such aid and the providing agencies; the
. second with the social results in practice of public financial aid; and the third
with the methods by which publio financial ald are given are analysed on a -
comparative basis, u
For eastern European countries, state housing and housing undertaken by
individuals or cé-operatives are examined separately. The importance of state
housing, the comparative ccst‘and size of state dwellings, rents, the maintenance
and allocation of dwellings and the building agencies are the main aspects of |
state housing construction analyéed. The importance of private housing, its
location, the types of pérsons undertaking it and the methods by which the state
assists 1t are the main aspects of private housing considéred.
WESTERN EUROPE o | | |
As an introduction to the examination of public financial aid in western Burope,
‘Table 1 shows the size and cost of a soeial dwelling in terms of average earnings
and the GNP per capita, The comparison with earnings serves to indicate the extent
to which public financial aid is necessary and the comparison with GNP per capita
gives an indication of the varying economic effort required in these countries to
. undertake an adequate pxygramme of modern housing._

(1) To be published in the final version of the report.
(2) See Annex II.
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The type of dwelling used as the basis of comparison is, in general, a
modern fully-serviced urban dwelling of the mintmum standard considered desiradble
or necessary in each country. The particulars relate either to an "average" or
to a “typical" dwelling., For Greece, Portugal, Spain and Turkey particulars are
given of the two kinds of dwellings. The first is a minimal dwelling being
provided to a certain.extent in these countries at present. The second is a
dwelling which would be more comparable with the type of social dwelling normally
erected in the.other countries, The distinction between social and better-type
dwellings does not apply in some countries, e.g. in Scandinavia, In countries
where this distinctioﬁ applies the average cost of all dwellings 1is likely to be
higher, In meking comparisons between this table and the figures for the average
cost of a dwelling shown in Chapter II, this distinction should be borne in mind.

The standard chosen for earnings is generally the average earnings of. a malo
worker in manufacturing industry, but there are some variations from this standard
which are explained in the notes to the table. In general, earnings are net, free
of social insurance contributions and do not include family allowances or other
such income not directly related to work performed.

Generally the cost of the dwelling is on average about four times the annual
earnings of a male industrial worker. Higher earnings appoar to be offset by
higher equipment standards, Exceptions to this average are Greece, Portugal,
Spain and Turkey where, while the minimal dwelling may be less than four times
annual average industrial earnings, the cost of the better-class dwelling is
rolative to earnings twice, and in Turkey four times, that in tho other
countries, In the less industrialized countries, howevér, such as Greeco,
Ireland, southern Italy, Portugal, Spain, Turkey, the comparisoh with the
earnings of fully employed industrial workers is apt to be misleading., The
relatively small amount of well-paid industrial employment as well as appreciable
unemployment or underemployment in these countries widen still more the gap
between the earnings of an average worker and the cost of a moderd dwelling., In
addition, an important influence on tho rolation between the cost of a dwelling
and average earnings of the family is the oxtent to which there is more than one
member in a position to earn a high industrial wagc. The position in this respect
is likely to be better in the more industrialized countries with full employment



Sources: .

GNP per person: .

“Austriac:

- Belgium:

Denmark:
Finland:

France:

Greece:

Ireland:
" Ttaly:

Netherlands:

"Norway:

Portugal:

Spain:
Sweden:
Switzerland:

Turkey:

United Kingdom:

Western Germany:

United States:

For all countries except Finland and Spain: OR:C Stétiétiéal Bullétin 1958, No.l,

 SOURCES /(D NOTES TO TABLE 1 -

O&iC, -Paris, January 1958 s N
Finland - lconomic Survey, 1957, Mlnlstry'of Finance, Helsinki, 1957. 3 A
Spain - Statlstlcs of National Incone and Expendlture, United Natlons, New York January, 1957'5'%
. [
Slze und cost of dwelllngs Der 802111e wohnungsbau der Stadt ien, Vlenna, July 1956 T;
-Larnlngs Based on monthly earnings of male workers in manufacturing industry: MNonate Berichte .3

des Oesterreichischen Institutes fir w1rtschaftsforschung, Beilage No.50, 3
Vienna, November 1957 =
(o]
Size of dwellings:) cor e . . ) : 3
Cost of dwellings:) Official information supplied by the Government. _ @
Barnings: Calculated from daily earnings. of male workers in manufacturlng 1ndustry, Year Book
of Labour Statistics 1957, ILO Geneva, 1957
Cost of dwellings: Official information supplied by the Government,
Farnings: uourly earnings of male workers in manufacturlng industry x 2,300, Year Book
of Labour Stetistics 1957, ILO, Geneva, 1957.
Size and cost of dwellings: Bank of Finland Monthly Bulletin No, 6, He131nk1, 1957.
Barnings: Workman's average gross earnlngs, Bank of Finland Monthly Bulletln No.6,
Helsinki, 1957.
Size of dwellings: Official information supplied by the Govermnment.
Cost of dwellings: Secretariat estimate. -
Earnings: Average annual earnings of male workers in priwate 1ndustry, Etudes Stntlsthues
No.2, Paris, April/June 1957
Size and cost of dwellings: Report of .RO/ZPA Housing Mission to Greece, Housing COmnnttee
' of ERO/ICFTU, Amstcrdam-Brussels, November 1957.
Earnings: Average incane of large pcrcentage of warking population, Report of uRO/LPA
Housing Mission to Greece, Housing Committec of ERO/ICFIU, Amsterdam-Brussels,
November 1957.
Size and cost of dwellings: Official information supplied by the Government
Farnings: Calculated from average weekly carnings of male workers in manufacturing 1nau5ury,
Year Book of Labour Statistics 1957, ILO, Geneva, 1957. :
Size and cost of dwellings: Official information supplicd by the Government, R
Earnings: Monthly carnings all workers x 12: General Report on the Lconomlc ultthlon in
Ttaly in 1955, Rome, 1956.
Size of dwellings: Jaarverslag van de Centrale Directie van de Volkshuisvesting en de
Bouwni jverheid over 1956, The Hague, 1957,
Cost of dwellings: Official infarmation supplied by the Government.
fKarnings: OIstimated from average weekly male cornings in manufacturing 1ndustry, Year Book
of Labour Statistics 1957, ILO, Geneva, 1957,
" Size and cost of dwellingsy Official information supplied by the Government.
Earnings: Average hourly male carnings in manufacturing industry x 2,300, Yeer Book of
Labour Statistics, 1957, ILO, Geneva, 1957.
Size and cost of minimum type dwelliﬁg: fstimated from official 1nformat10n supplied by
the Government.
Cost of better quality dwelling: Secretariat estimate.
Barnings: Estimated typical income of male workers in nanufacturlng industry; General
source: Bstatistica Industrial, 1955, Lisbon.
Size and cost of dwellings: Official information supplied by‘the Governmert,
Barnings: Estimated income of unskilled worker with ome child: official information supplied
by the Government.
Size amd cost of dwellings: Lstimated.
Barnings: Hourly male cermings in manufacturing industry x 2,300, Year Book of Labour
Statistics 1957, ILO, Geneva, 1957.
Size amd costof dwellings: L'Encouragement 3 la construction & logements &conomiques, Rapport
de la Commission fédérale du contrdle des prix, Berne, 1956.-
Farnings: JIbid, Average earnings of all male workers, :
Cost of dwellings: Official information supplied by the Government.
Farnings: Average earmings of unskilled workers: Official information suppllﬂd bv the
Govermment,
Size and cost of dwellings: Official information supplied by the Government,
Barnings: Average male weekly earnings in manufacturing industry x 52, Year Book of : .
Labour Statistics 1957, ILO, Geneva, 1957. _ 2
Size amd cost of dwellings¥ Official information supplied by the Government. _ //ﬁ”/g
Harnings: Weekly male earnings in manufecturing industry x 52, Year Book of Labour - , /,/f
Statistics, 1957, ILO, Geneva, 1957. ' - J/,

Size and cost of dwellings:) Official infomation supplicd by the Government,

Lernings: )
Notes: A = Average;
' T = Typical
H = Hypothetical

Useful floor space is the floor space measured inside the outer walls excluding cellars, non~habitable
and, in multi-dwelling houses, all common spaces, :

attics

Habitable area is the total area of principal rooms, including kitchen,

(a) 1954 (d) Mean of 1955 and 1956. : _
(b) Excluding site-development costs. (e) Median ennual income of purchasers of dwellings with
(¢) 1955 - National Income " mortgage insursnce from the Federal Housing Admirdstration.

(f) Average annual e-rnings in the building construction indusirw,
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Comparison of Size and Cogt of Social Dwellings in Western European Countries, 1955 to 1957 page T3
: . . Ratio Ratio
. A : ' verag ot hetyee
. Size of Description s . Currency Total cost . GNP per between hotween
Country Year . . : Description of dwelling cp C s annual earnings i Tumns
3 dwelling of size unit of dwelling | 2" o) Tl ers| POTSOR ;oizgng ;oaggng
(1) (2) (3) (4) (5) (6) (7 (8) (9) (10) (12)
Austria 1956 . | A 48 e Useful floor space| Apartment dwellings in Vienna, approximately Schillings A 82,800 23,400 15,621 3.5 543
: ‘ equal to dwelling of 2 rooms and kitchen
Belgium 1956 A 61 m?(a) %
(spartments) |) yserul floor space| Apartment dwellings and one-family houses Belgien francs | A 300,000 62,500 55,556 4.8 504
A 86 mR(a p ,
. ) (Société Nationale du Logement)
(one family )
houses) )
Denmark 1956 70 m? | Useful floor space| T apartment dwellings, 3 rooms and kitchen Danigh crowns T 40,000 11,200 6,785 3.6 5:9
Finlend - 1956 A 50-55 m? Useful floor space; Apartment dwelling equal to 2 rooms and kitchen Finnish merks A 2,000,000 500,000 260,765 440 747
France 1955 A 56 o Habiteble area HIM dwelling with 3 or 4 principal rooms: | French francs A 2,000,000 411,000 386,837 449 52
including kitchen ’ ‘ '
Greece 1956~57 |1 T 40 mg ; ‘ Minimum type social dwelling for earthquake g T 35,000 12,000 8,689 2.9 4.0
) Useful floor space victinms . ) Drachmae ) :
, 1956-57 |2 T ) : Working-class urban dwelling ) T 90,000 12,000 8,689 7.5 1044
Ireland 1955 T 75vm2 Useful floor space| One-family local-suthority urban house, Pounds sterling | T 1,500 400 184 3.8 8.2
: 4 rooms and Kitchen -
Italy 1955 T 80 1 Useful floor space| INA-Casa dwelling, 3 rooms and kitchen Lire T 2,500,000 514,000 281,320 4.9 8.9
Netherlands 1956 A 58 e Habitable area T one-family municipal house, 4 rooms and | Florins T 16,000 4,178 2,869 3.8 5.6
- : kitchen i '
Norway 1956 A 70 of Useful floor space| Dwellings with State Housing Bank loans Norwegian crowns| T A0,000(b) 11,800 7,425 3.4 5e4
Portugal 1955 (1) (1) Minimum type social dwelling, 3 or ; T 20,000 10,000 5,908 2.0 3k
4 rooms ) Escudos )
(2) (2) Better quality urban dwelling, 4 rooms ) T 80,000 10,000 5,908( ) 8.0 1345
‘ c)
Spain 1956 (1) T 50 o= |) Ceatel flooe” (1) Minimum type social dwelling penet T 48,000 14,400 10,871( : 3.3 b
sefu oor space e c “
(2) T 75 o % P (2) Next quality dwelling s esctas T 102,000 14,400 " 10,871°% 74 94
Sweden 1956 A 60-70 0 Useful floor space| Apartment dwellings with state loans Swedish crowns A 39,000 11,500 . 6,631 3ok 5:9
Switzerland 1955/56 | T 40 i Habitable area T social type urban dwelling, 2 rooms and Swiss francs A 29,100 7,350 5,5% 440 542
, | kitchen (@) '
Turkey (1)1955/56 | H 50 m? Habitable area ; Minimum typé social dwelling furkish pounds T 10,000 _2,400 931(d) LR 1047
' (2)1955/56 | Better quality urban’ dwelling T 40,000 2,400 931 16.7 4340
United 1956 T approxi- ol Useful floor space] 3-Bedroom local-authority 2-storey house Pounds sterling 1,700 638 403 2.7 4y o2
Kingdom mately 90 m . ' C
Western 1956 A 57 e Useful floor space; Social housing sector D. murks T . 20,000 5,433 3,866 3.7 52
Germany ( -
e .
United 1956 A 116 o Useful floor space| Non-farm one-family dwelling US dollars A 14,500 6,045(fg 2,502 2ol 5.8
States | 5,300 2.7

See footnotes overleaf,
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so that the relative position of the less industrialized countries is further
worsened, Even in the industrialized countries, there are many families who
earn less than the average industrial earnings. Some of their needs may be
met by older and cheaper dwellings vacated by better-off families moving to
new dwellings, but the scope for this is limited where there is gross over-
crowding or a large stock of obsolets or éubstandard dwellings,

At the other end of the scale, the United States dwelling with its
superior size and, in most cases, equipment appears to cost less than three
times average male earnings., This 18 in spite of the fact that residential
construotion is much cheaper in Europe than in the Upited S%ates owing to
the high proportion of labour used in housebuilding together with lower
labour costs(l). The relationship between housing costs and earnings and
comparatively low interest rates have enabled public financial aid to housing;
other than mortgage insurance, to be confined to about 10 per cent of new '
dwelling construction, The United Kingdom appears to approach the United
States relationship in respect of a typical but not an average local-
authority dwelling,

~ In general a modern soclal-type dwelling costs about five to six times the
GNP per person, even in the United States, Higher standards appear to prrset'
higher GNP per person, In the United Kingdom the typical local authority‘
one-family house shown gives a more favourable result, poséibly'because of lower
equirment costs. The special position of Greece, Ireland, Italy, Portugal,
"Spain and Turkey is again evident with the addition this time of Finland where
the GNP per capita is relatively low and the equipment stendard of new urban
dwellings high. In thegse countries, the economic effort required for an
-adequate social housing programme is extremely'great.' ‘In practice, in these
countries, with the exception of Ireland and Spain, the direct social results
of the housing progremme are limited; the bulk of housing construction is
. wnalded and is, thérefore; uhless of low quality, too expensive for persons

(1) Milton Gilbert and Associates: "Comparative National Products and Price
Levels", OEEC, Paris, 1958,



HOU/Working Paper No.78
page 76

with modest incomes, In Ireland a social housing policy has been possible
in spite of the relatively low GNP per capita only through a large public
housing progremme financed by heavy state borrowings and heavy subsidies out
of taxationm, Similarly in Spain two-thirds of new dwelliﬁgs are financed by
heavy public borrowings for 1nterest-free.loans.‘

In Austria, Finland, Sweden, Switzerland and Western Germany, the average
of typlcal size of dwelling appears to be smaller then in the other countries,
In most of these countries one of the main objectives of_housing policy in the
post-war period has been to increase the size of dwellings. The differences
in size reflect differences in the size of households, in tradition, climate
and in building costs, particularly where the equipment sténdard is high. The
comparison between countries of the cost of a dwelling in terms of GNP per
caplita underlines the need for close examination in each countiy of the size
and quality of dwellings erected. This is particularly true in the less woll
off countries, where apparently dwellings greatly supérior in size and in
quality are erected in the unaided housing sector, and sometimes even with public aid’
In these countries an expanded housing programme with specifiec social objee-
tives seems possible only if the greatest economy 1s exercised in all sectors
of housing construction, so as to make available resources for social housing
and at the same time limit the demand on investment resources urgently needed
for more immediately productive purposes, |

The extent of public financial aid : ~
Table 2 shows the number and relative importance of dwellings which ‘

received public fihancial aid in 1955 or 1956, excluding those forms of aid
such as tax concessions and mortgage insurance which do not involve direct

disbursement of publice funds, Tax concessiohs, which are considered separately
below, are made in most countries, usually in respect of almost all new
dwellings, The forms of pubiic financial aid covered by the table fall into
two categories: those involving loss to public funds, as in the case of free
grants, annual subsidies or public loans at interest rates lower than the rates
at which the funds were borrowed; and those not involving such a loss, e.g.,
where public loans to housing carry the same interest-rate as that at which they . :
were borrowed or are raised by taxation,
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Table 2
Dwellings in Receipt of Publi¢ Financial Aid(a) in Western Burope, 1955 or 1956
Total Dwellings in receipt of
Total number of public financial assistance
number of dwellings
Country Year | dwellings completed Number As Numbex
percentage | completed
completed per 1,000 completed
(thousands) | inhabitants | (thousands) of total per 1,000
output inhabitants
Austria 1955 41,6 6.0 27.0 60~70 3.9
Belgiwm 1956 42,8 4,8 18,7 44 2.1
Denmark 1955 24.,0 5.4 20.4 85 4,6
Finland 1955 33.2 7.8 13,0 39 3.0
France (b) | 1956 203.5 4.7 183.6 90 4,2
Greece 1956 55.4 6.9 14,8 27 1,8
Ireland 1956 10,5 3.6 10,1 96 3.5
Italy 1955 215,9 4.5 45.3 21 0.9
Netherlands, 1956 68,3 6.3 59.4 98 5.5
Norway 1955 32,1 . 9.4 24,1 70-80 7.0
Portugal 1955 18.8(¢) - 0.4 ‘ 2 0,05
Spain (b) 1956 107.4 3.7 T0.5 66 2:;4
Sweden 1955 57,0 7.8 53,1 93 7.3
Switzerland] 1955 39.4 7.8 2.8. 7 0.6
Turkey 1955 58,5(4) - 17.5 25-33,33 0.7
Kingdom 1956 307,3- 6.0 180.3 59 3.5
Western : :
Germany 1955 542,0 » 10.6 . 271,0(e) 50(e) 5.4(e)

Sources: ~ Austria, Denmark,'Nbrwaw:' Bank of International Settlements,
26th Annual Report, Basle, June 1956, page 72,

- Greece:  Report of ERD/EPA.HbﬁSing Mission to Greece,;ﬁbvember .

. 1957, | |
- Other countries: Official information supplied by Govermments,

Exoluding aid given solely in a form which does not involve direct '
disbursement of public funds, e.,g., tax concession, mortgage insurance,. ete,

New dwellings only. . .

1

{(a)

(v)
(e)
(8)
(o)

Incomplete coverage.
Estimated output in urban areas only.

Excluding dwellings erected with tax concessions; if these were included
publicly assisted housing would be 90 to 95 per cent of total output,
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In France, Ireland, the Netherlands and Sweden direct public finaneial
aid is glven to more than 9 per cent of housing output. In the first three
countries, in addition to housing provided by public or semi-public bodies;
there are free grants on liberal conditions for private housing. In Sweden,
public loans are widely spread, since they represent on aVerage only about 35
per cent of total cost; there are also other forms of aid available on
1iberal conditions, . Sweden has the highest number of aided dwellings per
thousand inhabitants,

In Austria, Demmark, Norway and Spain, directly aided housing ranges from
65 to 85 per cent of output, - In Austria and Spain public financial aid is
available on liberal terms but the amount of public-loan capital aveilable ié
less thén the demand; the unaided housing is more the result of the delay
involved in gotting a public lpah than of the restrictions placed on
eligibility, In Demmark over 70 per cent of the public loan-capital for
housing is limited to- certain income classes or certain categories;' the
public financial aid that is available is generally therefore limited in
emount, In Norwey, unaided oufput is normally from those not content to wait
for public loans, which are the main form of public financial aid and which |
are not used to supplement private market loans as in Denmark and Sweden but
represént the total loan financing in each case, Furthéermore public financial
aid in the form of a capital subsidy is not generally available but only
‘where public loans are granted, The size limitation on dwellings cligible
for public financial aid also restricts the aided sector. The number of
aided dwellings per thousand inhabitants is highest after Sweden.

In Belgium,~the United-Kingdom and Western-Germany directly aided housing
(axclud;ng housing aided only by tax concessions) amounts to about 50 to 60
per cent of total output, but the number of aided dwellings per thousand
inhabitants 1s considerably higher in Westerp Germany than in the other two
countries, In Belgium, there is a special semi-public housing sector and, .
in addition, state grants and low~interest public loans for private housing,
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The strict conditions for the latter, however, limit their application. In
the United Kingdom, public financial aid is virtually restricted to housing
provided by local authorities and to a small extent by housing associations;
private mortgage institutions provide the necessary loan credit for the bulk
of the remaining output., In Western Germany, direct public financial aid is
confined within an income limit, the remaining housing being financed by
private credit institutions and by other private funds directed into house~
building through tax concessions,

The proportion of aided dwellings is low in Finland, Greece, Italy,
Portugal, Switzerland and Turkey. In these countries total public
financial aid is limited and is usually restricted to low-income groups,

In Finland, however, the number of aided dwellings per thousand inhabitants
is higher than in a number of countries where the proportion of aided
dwellings is higher. In Greece, the number of aided dwellings per thousand
1nhabitants is significantly higher than in the other southern European
countries, '

The . amount of public financial aid to rented and owner-occupied
dwellings is examined separately since both the form and amount usualxy
differ between the two types of housing,

Alded rented dwellings
Table 3 shows the number and relative importance of aided rented dwellings
in 1955 or 1956 and the principal agencies providing these dwellings, Countries

not appearing in the taeble include Greece and Turkey, where all aided
dwellings appear to be for owner-occupation; Norway, where the bulk of aided
dwellings are for owner-occupation and tenancy co-operatives involve a
substantial down-payment; eand Switzerland where the vast majority of new
dwellings are unaided and rented., Aided and rented dwellings amount to 50
per cent or more of total output in Ireland, the Netherlands, Sweden, the
United Kingdom and Western Germany; the last four countries are those with
the highest number of such dwellings per thousand inhabitants, The
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proportion of aided rented dwellings 18 also high in Demmark and France,
about 40 per cent of total output, In the other countries the

proportion of aided rented dwellings is low, especially in Portugal and
Italy where the total aided sector is also particularly small. In Finland,
France and Spain official housing policy is concerned to increase the
provision of rented dwellings. In Austria, the shortage of public capital
funds, which are almost entirely raised by taxation, restricts the aided
rented sector and encourages owner-occupation, this in turn increaéing the
provision of private funds. In Belgium, tradition and therefore housing
poliay have always favoured owner—occupation.

In those countries where aided rented accommodation accounts for half
or more of total output, there is some evidence that owing to the heavy demand
on public funds for capital and for subsidies, together with long=-term
repair and maintenance prohlems, housing policy is now tending to favour
dnoreased owner—oooupation,  Thus in Ireland, the Netherlands and the
Unitod Kingdom special measures have been taken to encourago ownep=ocooupation
among those who would normally look for aided fented accommodation; in
Western Germany official policy is now moving along gimilar lines. Owner=
occupation, however, must cost more to the oceupant as an owner than as a
tenant of aided rented accommodation, if it is to afford any relief to publie
budgets, If this is not the case, 1t is arguable that it is better to‘have
ajded remted accommodation, which can serve specific social purposcs through
public, semi~public or non-profit making bodies, It does not appear that
the rents of new aided rented dwellings are,'in general, so low in relation
olther to incores or to the general lovel of ronts that increased charges
associated with owner-occupation could or would be readily borne by many
families now being rehoused in new aided rented dwellings, paxrticularly those
reserved for lower-income classes.



Table 3 HOUMorking Paper No.T8

Rented Dwellings Provided with Public Financisl Aid in Western Europe, 1955 or 1956 pages 81/82
: | ihwaber erected i As percentage ; As percentage . :
H T l i i f I
omtry | wwr gl RIS sgctipere A topnctes ea aber of -
: 3 inhabitants ' dwellings dwellings erected AAREE
|
Austria 1955 i 10.0% le4 37 25 ©  Estimated: public authorities (Land of E
5 ' : i Vienna and communes) $,000; tenancy ;
: ‘ ! ce—operatives 2,000 %
Belgium 1955 10.2 1.2 46 22 | ; . ?
‘ ' { Société Nationzle du Logement i
Denmark 1956 6.7 f - 45 41 ! Local authorities 1,070; non~profit ;
' housing societies 3,600; privete owners
2,000 ‘
Finland 1956 9.6(b) 2'2(b) - 30 Mainly by municinczlities and communes and
industrial employers
France 1956 82.3 149~ 45 37 HLM 31,300; other cgencies 51,000
Ireland 1956 42 Led 42 40 Virtually entirel; local authorities
Ttaly 1955 22.7% 0.5 50 10 Estimated at half the production of each
agency: Ministry of Public Works 10,0003
INA-Casa 8,300; ouhcr public bodies 4,400
Netherlands 1956 3447 342 58 51 . Municipalitiecs 15,000; housing assoclations
v ‘ | 18,900; state 700
Portugal 1955 0.2 - 0.02 50 1 i Egtimated: Fishermen's Housing Board
. » and non-profit societies
Spain 1956 23-0(b) 0.8(b) - 19 ' Trade Union Agency for Homes; municipali-
i ties, benevolent societies i
i !
Sweden 1955 29.0 40 55 51 {  State and county councils 435;
| municipalities (non-profit societies)
17,019; employers 1,600; second units
! in two-family houses 1,000; private
? owners 9,000
United Kingdom 1956 180.3 3.5 100(¢) 59 Local authorities 170,000; housing
5 ! agsociations 2,934; state 7,199
Western Germany 1955 365.0 ' 742 65-70(4) j 65-70 Non-profit societies 28.4 per cent;
' i gecond units in %iro-family houses 15 to
i ; 20 mper cent; public bodies 7.2 per cent;
| ! | ether private brilders 10 to 15 per cent

Source: Official information supplied by Governments

(a) Urban arcas only.

(b) Includes unaided dwellings.

(e) Virtually all aided dwellings cre rented.

(d) FEstimated percentage af aided dwellings including tax concession dwellings.
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The principal agencies providing aided rented dwellings are also indicated in
Table 3, Except in Italy, the state builds few dwellings in western European
countries and then usuelly only for employees, In Italy, however, nearly half the -

‘aided rented dwellings are provided by the Ministry of Public Works; they are

financed out of general revenue and intended fAr the poorest families living in slumg.
Aided rented dwellings are normally provided by public bodies such as local
authorities or special non-profit bodies, often of a‘seminpublic character, except
in Demmark, Sweden and Western Germany where they are provided on a considerable
scale by private builders,

The choice between public bodies and special nen-profit societies as a housing
agency seems to be dependent msinly on the historical circumstances and system of
public administration of the country concerned. The system of financing has probably
also influenced the choice, Where the bulk of capital funds are derived from
public budgets, control of expenditure through public bodies has usually been
considered desirable, Where it is possible and useful to take advantage of private
funds, non-profit housing societies provide a means of fostering local enterprise
and self~reliance. There i8 some evidence also that administrative coéts in the
menagement c¢f dwellings are lower in non-profit housing societies than in public
bodies.(l) Practice varies in thedisposal of profits accruing in such societies.

In Sweden, they may be retained for the benefit of tenants; in Denmark they must
be set aside for further construction and,in the Notherlands, surrendered to the
municipalities, As a rule non-profit housing societies tend to cater for the
better~paid workers where problems of rent default or of management do not arise;
in countries where non-profit societies are active, public bodies tend to cater
for the most needy and difficult cases, ‘

Private providers of aided rented dwellings are particularly important in
Denmark, Sweden and Western Germany., In the first two countries this appears to
be partly due to the possibility of obtaining substantial capital in the credit
market, the availability of public loans and to a relatively high level of rents
in new dwellings at a time of strong market demand., In both countries, however,
the importance of such housing is declining as preference for state loans is being
given to non-profit rented housing and to individual owner-occupation, In Western

(1) Experience in the Netherlands has been that administrative costs are lower than
those of private landlords or of local authorities. "Housing Associations in
the Netherlands", Netherlands Government Information Service, The Hague,
January 1954,
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Germany, the availability of capital in the credit market, the attraction of tax
concessions on personal funds invested in housing and the practice of building
two-family houses are factors which largely account for the high proportion of
privately-provided aided rented dwellings. In addition, in Sweden, Finland and .
Western Germany, private employers are significant providers of aided rented dwellingé.
The value of the public financial aid given to aided rented accommodation may
be assessed as a reduction in the rent of a dwelling financed solely on credit market
terms. In most western European countries in 1956 and 1957 the annual rent of a
social dwelling financed in this way would be at least 8 per cent of the capital
cost. Owing to higher interest and amortization rates, it would be ebout 10 per cent
in Austria, 12 pex cent in Finland and Italy, and 12.5 per cent in France., This
is not to suggest that rented accommodation could be provided in this way in all
countries since the credit market is rarely organized to provide the full capital
cost; personal investment to a greater or lesser extent would be necessary.
Furthermore, in most western European countries a gross return of at least 8 per cent
on capital invested would seem necessary to attract into house construction
substantial funds from private investors. This is supported by the fact that in
Switzerland, where interest rates have been lower and the supply of capital greater
than in almost any other country, rent control policy for new dwellings has been
»ased on a gross return of 6.8 per cent. Table 4 shows the hypothetical annual
rent of dwellings calculated in the foregoing manner and the actual rents charged

in aided rented accommodation,
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Table 4

Comparison of Hypothetical Credit Market Rent and Subsidized Rents in

Social Dwellings

Capital cost :Annual rent Anmual  {Percentage
Country Currency of at credit subsidized ,reduction in
Unit dwelling market terms rent market rent
Austria Schillings 82, 800 828 :
Belgium Bel, fr, 300,000 24,000 12,000( ) 50
Denmark Dan, kr. 40,000 3,200 2’250(a) 30
Finland Pin. marks 2,000,000 240,000 lS0,000(b) 38
France Fr, fr, 2,000,000 250,000 60,000( ) 95
Ireland Pounds stg. 1,500 120 40 67
Italy Lire 2,500,000 300,000 54.,000 82
Netherlands Florins 16,000 1,280 567 49
Spain Pesetas 48,000 3,840 1,440(d) 63
Sweden iSwed.kr. 31,200 2,496 1,600 36
Kingdom ; Pounds stg. 1,700 136 98 28
Western i
Germany m 19,600 1,568 936 40

Source: Officlal information supplied by Governments,

(a)
(b)
(c)
(a)

Including heating.
HIM dwelling.
Excluding rates,
Excluding heating and a down~payment of 5 per cent of capital cost,

The reduction effected is substantial in all cases but is particularly striking in
France and Italy, owing to the high interest and amortization rates and the very low

general rent level,

Finland has the same problem of high interest and amortization

rates but the reduction by about 38 per cent still leaves a very high rent level

in new dwellings.

In these countries the provision of aided rented accommodation,

with reasonaeble rent 1evéls, imposes a heavier burden per dwelling on public funds

than elsewhere,

In Ireland and Spein where the reduction is also particularly high,

the low general level of earnings requires a greater reduction in economic rents
In Belgium, the
Netherlands and Spain the reduction effected appears to be about 50 per cent, In
Denmark, if the cost of heating is excluded, and in Sweden and Western Germany, the

than in more industrialized countries with full employment.,

reduction appears to be in general of the order of 40 per cent,

The reduction

appears to be smallest in the United Kingdom, where, as can be seen from Table 1,
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the relationship between earnings and the cost of a dwelling is apparently more
favourable than in most countries,

In Table 5 some tentative estimates are made of the subsidy element in publie
financial aid for aided rented dwellings in recent years which results in a loss to
public funds, The 10ss per dwelling to public funds appears to be heaviest in
France and lowest in the United Kingdom. The loss in Ttaly is lower than might . be
expécted but the example chosen is one where the dwelling is financed out of |
semi-public funds at a relatively low rate of interest, The majority of alded
'rented dwelliﬁgs in Italy are built with the aid of capital, raised by taxation, on
‘which no interest is charged, In Spain also,owing to the comparatively low rate at
which public capital for housing can be borrowed the loss is lower fhan might be

expected., Finland and Western.Germany have been included in the table but the
subsidy in Finland, and to some extent that in Western Germany, does not cause a
loss to the public budget since the funds are raised from texation.



' Table 5
Subsidies on Aided Rental Dwellings as Percentage of Capital Cost of the Dwelling
: ; — i . Value of
| Capital Estimated | _ 7 545
Country m itcy cost of Durati?n of §ubsidy a:xg%%lof Sa‘; % ofes Estimated subsidy element
. dwelling years subsidy capital
- cost
Belgium Bel.fr. 300,000 66 7,000 2.3 Difference between normal annual rent
' fr. 12,000 and capital charges for 66
' . years at 6.5% interest
Denmark Dan.kr. 40,000 |Annual gubsidies, 1,600 4.0 Amnuzl subsidy, family allowances and
15 3n averages; tax concessionsg '
family allowances
and’ tax concessions,
indefinitely .
Finland Fin.marks 2,000,000 45 60,000 3.0 Estimated annual interest payments
saved by a low-interest state loan of
. - 50% of total cost
France Fr.fr. 2,000,000 HLM, 45 177,000 8.8  |Low-interest loans. Figures based on
’ : - : those quoted in L'Habitation, Paris,
‘ May 1987
Ireland Pounds 1,500 50 65 4e3 State ond local~authority annual
atg. : subsidy ~
Ttaly Lire 2,500,000 35 100,000 4.0 State payments in respect of popular
N ’ housing by certain public bodie
Netherlands |Florins 16,000 50 346 2.2 Amual state subsidies :
Spain Pesetas 48,000 50 1,100 2.3 Interest subsidy on public loan of
Interest subsidie 75& of cost
Sweden Swed kr. 39,000 ung'ﬁaaeaﬁoans ; 1,300 3.3 Interest subsidies; supplementary
family allowanaes, loan, free of interest and amortiza-
~ {indefinitely tion; and family allowances
United Pounds 1,700 ' 60 30 1.8 Minimun state and locakauthority
Kingdom stg. o annual subsidies in typical case
Western DM 20,000 900 L5 fEstimated interest payments saved by
Germany low-interest or interest-free loans

L8 o3ued
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Alded owmer-occupied dwellings
' Teble 6 shows the estimated extent and relative importance of aided owner-occupied
dwellings in 1955 or 1956 in selected western European countries.

Teble 6
Construction of Alded Owner-occupied Dwellings in Selectod
Western Buropean Co =) 955 o ‘
Number of §32§i§ Og As percentage | As percentage
Country Year dwellings por 1 g%o of all aided of total
u ?
(thousands) inhabitents dwellings output
Austria 1955 17 .5* 2.5 63 40
i 1955 11,7 1.3 54 27
Belgiun @ { 1956 12,7 1.4 68 30
Denmark 1956 8;1(b) - - 55 49
Finland 1956 22.3 5.2 - 70
France 1956 100,6 2.3 55 50
Greece 1956 14,8 1.8 100 27 .
Ireland 1956 5,9 2.0 58 56
Italy 1955 22’7?0) 0,5 50 10
Netherlands 1956 24.,7 2.3 42 av
Norway 1956 18.0* 5,2 o0* 66*
Portugal 1955 O.Z(b) 0,02 50 1
Spain 1956 98.0 3.4 - 81
Sweden 1955 24,1 3.3 45 42
Western :
Germany 1955 177.0 3.5 30-35 30~35
Source: Official information supplied by Governments.
(a) Urban areas only. '
(b) Including unaided dwellings.
(¢) Including some alded rented dwellings provided by private persons.

Owner-occupation was the predominant form of aided construction in all the countries
shown except Italy and Portugal, where it émounted to half of directly aided
construction, the extent of which was itself very small; and Sweden and Western Germany,
where it amounted to less than half. In Sweden, owner-occupation is now receiving
In Western

Germany, also, owner-occupation has been receiving priority and has increased since 195,

priority for public loans before rented dwellings provided for profit,



HOU/Working Paper No.78
page 89

In Ireland, aided owner-occupation is now relatively more important than it was in
earlier years owing to the completion by many local authorities of their housing

~ progremmes designed to eliminate shortages and unfit dwellings; in 1950 aided rented
&wellings’amounted to two-thirds of total output. In France, owner-occupation has
declined in recent years as a result of a policy of encouraging the provision of
rented dwellings. In Norway, where owner-occupation is particularly pronounced,
long-term housing policy has virtually eliminated publicly-owned rented dwellings
because of difficulties in the past in maintaining such dwellinge in good repair and
because owner-occupation suits a country with a-thinly spread population. In Spain,
a policy of reducing construction by public bodies has also been followed and priority
for public loans is given to the provision of rented dwellings. Owner—occupapion,
however, still appears to constitute 80 per cent of dwelling construction.  In
Finland, increesed provision of aided rented dwellings is considered socially
desirable because of the heavy down-payments and annual charges involved in owner-
occupation, 1

Owner-occupied dwellings constitute the area of individual pmivate construction,
except in Greece, Italy and Portugal where the greater part of aided owner-occupation
is provided by public hodies on tenant purchase~terms. In Belgium, also, a
significent proportion of aided owner-occupation is provided through the two semi~
public housing hodies, the National Housing Society and la Société Nationale de la
Petite Propriété Terrienne. In the Scandinavian countries, co-operatiye spcieties
providing aided owmer-occupied housing are perticulerly importanﬁ; the& accougted in
recent years for between 40 and 50 per cent of such bousing in Denmark’and Sweden and
between 20 and 30 per cent in Norway,: _

In Table 7 examples are gifen of the financing of aided owner-occupied dwelliqgs.
Comparison with the chargesAfor aided rented dwellings is not feasible since owner~:
occupled dwellings invclve a cash down—payment and the annual charges in the table
relate to capital charges only.



Table 7

Financing of Aided Owner-occupied Dwellings in Western Europe, 1956 or 1957

. -1 Contribution of Free public Annual capital
- Capltal . t hi , ( )
Comntr Yeap| CUTTENRCY oot of --ouner-occupier grants Loan charges (a
7 unit dwellin |As percen- |As percen| capital As percen-
€1 Amount tage of Amount | tage of Amount | tage of
total cost total cosH ' total cost
Austria 1956 |Schillings 100,000 10,000 10 - - 90,000{ = 4,750 4.7
Belgium 1957 [Bel, fr. 350,000 50,000 1@ 35,000 10 265,000 20,400 5.8
Denmark 1957{Dan, kr. - 40,000  2,5000 olb) - - 37,500 o '
Finland 1957 {Fin, marks |2,000,00Q 500, OOO 25 - - 1,500,000] 112,000 5,6
|France 1956 {Fr, fr. 2,000,000 400,000 20 - - 1,600,000 122,000 6.1
Greece 1957 |Drachmae " 35,000 - - - - 35,0001 2,600 A
{Ireland 1957 |Pounds stg. - 2,000 100 5 425 21 ',4753 90 L5
Ttaly 1957|Lira 2,500,000 - - - - 2,500,000| 115,300 4.6
iNetherlands [1957|Florins’ 19,000 6,000 32 4,000 20 9,000 640 3.4
Norway 1957 [Nor. kr, 40,0000 9,200 23 6,800 17 24,000 86/, 2,2
Portugal 1957 {Escudos 80,000 - - - - 80,000 4,580 5.7
{Spain 1957 |Pesetas 100,000{ 20,000 20 - - 80,000, 3,800 3.8
[Sweden 1957 |Swed., kr, 40,0000 4,000 10 4,000 10 32’000 1,500 3.7
Turkey 1956 | Turk,. pounds 40,000 4,000 10 - - 36 000} 2,900 7.2
Western ‘
Germany 1956 |DM 30,0000 3,000 10 - - 27,000{ 1,200 4.0
rSource: Based on official information supplied by governments,
(a) Allowing, where relevant, for interest subsidies and annual subsidies other than family allowances.
(b) Co-operative apartment,

06 oded
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The minimum contribution of the owner-occupier amounts to 20 per cent or
uore in Finland, France, the Netherlands and Spain. In Norway, the figure of
23 per cent represents the average down-payment. In the other countries the
minimum down-peyment is less than 15 per cent and appears to be lowest in
Denmark, Ireland and Western Germany. In Denmark, however, the down~payment on
one-family dwellings is nearly twice that on co-—operative flats, In Ireland,
the majority of down-payments would be from £200 to £250, In Western Germany
the down~payment may be as high as 30 per cent.

Capital grants are paid in five countries in further reduction of the loan
capital but in Norway and Sweden these grants are loans free of interest amnd
amortization which, however, may have to be repaid in due course, A grant of
the order of £425 is payable in Ireland only to owner—occﬁpiers below a eertain
income limit; +the grant in'most other cases would be rather less than £300,

In the other countries, the publie financial aid is given by way of interest-

rate reductions or annual subsidies,

The value of tax concessions

Tax concessions of various kinds are given to new house-building in almost
all western European countries. Owing t: differences in tax structures and
absence of precise information on tra value of many such concessions, it is
difficult to make precise comparisons between countries, Some general
comparisons are possible as to the nature of such concessions and in a few
cases as to their value,

The first category of tax concessions is that relating to stamp duties and
fees payable in connexion with the acquisition of ownership of a dwelling.

These concessions are linked so closely with the legal and tax structure in a
country that comparisons are not very useful, R |

A second category of tax concession common to many countries is the partial
or complete remission from the various types of property tax payable in western
European countries, There are few countries which do not accord such
concessions; among these are the thherlands, Sweden and the United Kingdom,
Where given, they are usually for a limited number of years., Complete exemption
is given in Austria and Norway for twenty years, in Belgium and Finland for ten,
Italy for twenty-five, Portugal for periods up to fifteen years, depending on
the type of housing, and Turkey for ten years, Partial exemption is given in
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Denmark, appérently permanently, in Ireland for seven years, in Spain for twenty
years and in Western Germany for ten, The concession given extends to all new
dwellings in Austria, Denmark, Iyeland, Portugal and Turkey, to non-social
dwellings not exceeding certain standards in Belgium, to all but luxury dwellings
in Finland and Italy, to housing aided by tax exemptions only, in Western
Germany, to publicly aided dwellings in special areas which it is desired to
develop in Spain, and in Norway to dwellings receiving loans and subsidies from
the State housing banks,

Particulars of the value of these exemptions are available for only a few
countries, In Portugal, the full tax amounts to 10 per cent of the annual
annuities on tenant~purchase houses provided by publie bodies, In Turkey, the
total value of the exemption is from 2.5 to 4 per cent of the total cost, These
concessions are particularly important in Demmark, where they may amount to
from 10 tc 20 per cent of the annual cost of a dwelling. In Ireland, the
Eartial remission may amount to £140 in a typical case or £20 per year, which
would be about 12 per cent of the annual outgoings in a new owner-occupied house,
In Spain the effect of the remission granted is to reduce taxes which could amount
to 36 per cent of the rent to less than 10 per cent. In Western Germany, the .
exemption from land tax reduces annual rents and charges by 15 per cent, on the |
average, for a period of ten years, In Norway new dwellings are exempted from
a general turnover tax of 10 per cent which in the case of a dwelling would be
levied on the total value of the bﬁilding work, .including value of both materials
and labour, The total value of this exemption for house~building during recent
years has been about Nor, kr, 100 million annually, which is approximately the
same as the total amount of housing subsidies requiring disbursement from the
State budget, In Finland a somewhat similar concession reduces the capital
cost of a dwelling by between 2,5 and 3.5 per cent.

The third important kind of tax concession relates to income tax and is of
two kinds: +that granted for the purpose of attracting capital funds to housing
and that granted to reduce the annual costs of a dwelling to the owner, The
former type of tax concession was of particular importance in Western Germany
until recent years, when the general supply of capital so improved as to render
special inducement unnecessary. Similar concessions are given on profit taxes,

to business concerns contributing funds for house~building in Spain and Belgium, .
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In Western Germany income-tax concessions of a special éategory eare still given
to encourage individual sevings with a view to undertaking owner-occupation,
Savings péid intq.builders’ savings banks give within the limit of a certain
ceiling a right to income-tax relief or, as far as pebple of low income are
concerned, a right to free grants,

Income~tax concessions given with a view to reducing the annual costs of a
dwelling appear to exist in most countriesfbut particulars in regard to their
value, which depend on the individual 1ndome, are in most cases lacking, In
Iinlan@,,lrelanﬁﬁahd the United Kingdom, such concessions usually imply complete
exemptibn‘from income~tax of the interest oh mortgage loans, In Western
Germany the concession whereby 50 per cent of the total constructionlcost'of
newly built dwellings may be deducted from fhe'proprietor's taxable income |
during a period of twelve years would amount in typical cases to between 13 and
18 perrceht of ﬁhe totel building costs, In Western Germany, also, the annual
costs of newly built dwellings maey be further reduced by tax concessions made
to tax-payers who grant for a period of ten years -interest-free building loans.

Total annual cost of subsidies

Information in regard to the total armal expense to publlc authoritias of
housing subsidies involving disbursq.ents :'rom public funds is availab;e_on a
eomparablé basisvfor'only a'few countries. .In many countries the facot that
housing subsidies are granted by way of interest-free loans reised from taxation
mekes it : ‘difficult to assess the burden on a comparable basis with other
countries, ' .

The total ennual cost per head, in US dollars, of subsidies in those
countries for which comparable information is available for 1956 ox 1957 was
approximately Us $3 in Belgium(l) US $5,6 in Ireland and in the United Kingdom,
and US $7.1 in the Netherlands. =~ Some particulars are also available in regard
to Norwsy and Sweden but comparison with the other countries is difficult. 1In
Norway in 1956/1957 the total prévision for housing subsidies was of the order
of kr, 110 million, or US $4.5 per head of population, The bulk of this, however,
consists of capital subsidies given in the form of loans free of interest and

.

(1) Hebiter, Institut National du Logement, Brussels, October 1957, p,125.
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repayment for at least ten years, These capital subsidies will probably not in
the long Tun represent a loss to the public authorities, In Sweden in 1955/
1956(1) interest subsidies and rent rebates totalled kr, 155 million, or US $4
per head of pdpulation. In addition, however, there were kr, 385 million for
‘the supplementary and non-interest-bearing loans, whieh’may be required to be
repaid in due course, This provision amounted to US $10,2 per head of
population,

The social results of public financial:-aid
In this section the social results of public financial aid to housing are

examined, [ﬁaoh country is considered individually in this version of the
report; in the published version, when any corrections or additions countries
wish to make have been received, the position will be analysed by reference to
the results achieved in groups of countriqé?. The social results considered
include the relation between average oarnings and the rents, ennual charges anl
down~payments for new dwellings, the type of families for whom new dwellings are
provided or are accessible and, as a general measure of the social need for
public financial aid, the general housing conditions of the population and the
extent to which total housing output is improving these conditions,

- Austria: the bulk of new dwellings are for owner-occupation, involving a
minimum downpayment of schillings 10,000, representing between two and three
months® earnings of a male industrial worker., In most eases, however, the
down-payment is likely to be greater., Annual éapital charges alone on a new
owner~occupied dwelling would appear to amount to at least schillings 5,000
which is about 25 per cent of the annual earmings of a male industrial worker,
Some 25 per cent of total output is in the form of rented dwellings reserved
by public authorities for economically necessitous families, For the other
aided dwellings, no personal income or social tests are applied except that the
income must be sufficient to pay the annﬁal charges. The general housing
situation is one of small dwellings; in 1953, 54 per cent of the population
lived in dwellings with 1,5 rooms or less, plus kitchen, The new dwellings

(1) siredish Housing Market, HSB, Stockholm, 1957,
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being erected are also small; in 1955 over 50 per ocent had not more than two
rooms, including kitechen, Current output is sufficient to improve considerably
the general housing situation, at the expense, however, of neglecting replacement
needs, which are particularly high owing to the high age of the housing stock.,

« Belgium: in recent years public financial aid has been given to about half
the output, Aided rented dwellings have amounted to about half of the aided
output and even less in 1956, Rents in new aided rented dwellings amounted in
1956 to between 16 and 20 per cent of the earnings of an adult male worker,
assuming the average rent to be fr. 1,000/month and the average earnings to be
from fr, 5,000 to 6,000/month, Rent policy in relation to new dwellings is
based on the assumption that there is often more than one earner in a household;
in addition, the stock of more than 100,000 dwellings controlled by the Société
Nationale du Legement provides an opportunity of rehousing in older and cheaper
dwellings families whose earnings are particularly low. Rents in all SNL
dwellings amount on average to between 10 end 15 per cent of the tenant's income,
Social welfare assistance in the payment of rent mey also be obtained by
necessitous families., Rent control ceascd in the middle of 1957 and the
general rent level 1s high, In 1954, thec average rent in tenanted dwellings
was from 18 to 19 per cent of the annual carnings of a working-class family.

The new SNL dwellings are also of much betuer quality then the older privately=
owned rented dwellings,

Owner-occupation with public financial aid involves a down-payment of ab
least fr, 50,000, equivalent to about nine months! earnings of a male industrial
worker. . The average public loan granted in 1957 was fr. 209,000, involving
monthly capital charges alone of fr, 1,450 or well over 20 per cent of the
average earnings of a male worker, Owner-occupation on these terms is, however,
undertaken by workers; during 1956, 51 per cent of state grants for owner-
cocupation went to workers, 6 per cent to miners, 19 per cent to employees, 14
pexr cent to persomnel of the public services and 10 per cent to others, Loans
at particularly low rates of interest are obtainable through the Société
Nationale de la Petite Propriété Terrienne, the Fonds du Logement de la Ligue
des Familles Nombreuses and by miners; these loans would appear to be given in
only about 10 per cent of the cases qualifying for state grants, Generally, it
would appear that aided owner-occupation can be undertaken only by the best paid
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workers or those whose household income is particularly high, There is, however,
a particularly strong tradition of and desire for owner-occupation in Belgium,
The general housing situation is quantitatively among the best in western Europe

. with little over-crowding and is improving yearly. The dwelling stock, however,
is 0ld: over two-thirds of the dwellings existing in 1947 were built before
1918." There is thus nced for = lergs programme of replacement, ineluding sium~-
clearance.:

- Demmerk:  approximately two~thirds of total output is in the form of social
housing for poersons whose income does not exceed the earnings of an adult male
skilled worker, plus an addition for cach child, Annual rent, including

hoating, of a three-roomed flat in this soctor would amount to from kr, 2,000

to 2,500, equivalent to almost 20 per cent of the annual income of an adult male
worker,  This, however, represents a considerable reduetion since before the
war, ' Owner-~occupation in this sector would involve a down-payment, in the case
of a flat, of kr. 2,000 to 3,000 and, ir the case of a one-family dwelling,

kr. 4,000 to 5,000, equivelent respcetively tc two to three months! and four to
five months® earnings of an adult male worker. Annual charges would be about .
the same as for & rented dwelling, New aided dwellings outside the soeial
sector, amounting to one-quarter of votal output in recent years, would have an
annual rent of some kr. 3,000 to 3,500 for a three-roomed flat and a down-
payment of about kr. 10,000 tc 12,000, cquivalent to the annual earnings of an
adult mele worker, The general system of aid to non-profit housing is designed
to bring new dwellings within the means of the majority of the population,

There is special agsistance, however, for those whose rent-paying capacity is
particularly lcw, e.g,, old-age pensioncrs, dicabled persons, families with many
children, lowest inéome familics, ebe. The general housing situation is
relatively good, with comparatively littlé orer-crowding, Annual output in
recent years has been sefficient to mest current demographic needs and to reduce
somewhat the shortages. There is a considerable slum-clearance problem, however,
and a corresponding number of dwellings in nced of major overhaul, ,

- Finland: less than 40 per cent of new dwellings in recent years have obtained
public financial aid, New rented dwellings form about 30 per cent of total
output, There are no personal incoms or social tests for the low-interest
public loans which are the main form of public financial aid. The monthly .
rent, including heating, of a new aided reated rlat of two rooms and kitchen

may amount to marks 12,000 to 13,000, eguivelent to rearly 30 per cent of the
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gross earnings of a workman, . Down~payment for an aided owner-occupied flat of
two rooms and kitchen would be about marks 500,000, about the annual gross

earnings of a workman, The general housing situation is unsatisfactory; in
1950, 35 per cent of the popﬁlation were living in overcrowded dwellings, i.e.,
dwellings with more éhan two persons per room, The overcrowding is the product
of very small dwellings - in 1950, 60 pexr cent of dwellings had two rooms or

less, including kitchen - and relatively large houssholds, ' There are few 0ld
dwellings, Half the output in recent years has probably gone to reduce the k
housing shortege. New dwellings being erected, however, are smaller than is
considered socially desirable, in 1955 73 per cent of new dwellings had three
rooms or léss, including kitchen and the average size of households with more than
one person was 4,2 persons in 1950,

- France: there are three types of publicly aided dwellings, each provided with
a different social objective.‘ Dwellings for sale or remting erected by HIM
organizations are for families of modest means, Other publicly aided dwellings
which qualify for an annual state grant and a public loan are divided into two
categories: one consists of economical dwellings restricted to a relatively

Low size and cost limit for wiich the annual state grent emounts to fr. 1,000/m’
and the other, subject to rather higher cost and size limits, where the annual
grant is fr, 600/m?. Almost all new dwellings obtain public financial aid.

In 1957 75,000 HIM dwellings were erected, representing 31 per cent of ’
total output of new dwellings, compared with 30,600 erected in 1954, about 25
per cent, About two-thirds of HIM dwellings are for renting., Eligibility for
en HIM dwelling is confined to families whose earnings do not exceed fr. 60,000/
‘month, plus fr, 15,000 for each child, The average net monthly revenue in
January 1957 of a worker with dependent wife and two children ranged from
fr. 37,209 for an unskilled worker to fr, 55,8% for a skilled worker(l). In
relation to these figures the ceiling income for admission to HIM dwellings
appears somewhat high since it would admit a similar family whose earnings were
perhaps double those of the average worker's income, It has been stated that
mumerous HIM offices are not prepared to give dwellings to families with less

(1) ZEtudes Statistigques No, 2, Institut Nationale de la Statistique et des
Etudes économigues, Paris, April/June 1957, Table 6, page 55.
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than fr, 50,000/month because of the risk of default in rents or annual
oharges(l).‘. It would eppear from the figures quoted in regard to average
incomes that a monthly income of fr, 50,000, cven aillowing for all family
allowances, would be enjoyed only by skil’ed workers and perhaps thon only in
the larger urban centres, A recent study‘ 2) suggests that of HIM, dwellings
allocated between 1948 and 1955, 47,5 per cent went to workers, 24. 5 per cent
to employces and 28 per cent to higher social categories, .

The inclusive rent of a new HIM dwelling of threc rooms and kitchen, with
central heating, occupiod in Paris during 1956 and 1957 by o family with
dependent wite and two children, would appear to nave been in the region of
fr. 5,000/month for those eurning from fr, 50,00C to 60,000/month( ) It
would thus appear that the vent of such a dwelling accounts for about 10 per
cent of the income of an average fully-employed skilled worker with dépendent _
wifo and two children, compared with the general average proportion of income
devoted to rent in France, whiéh is less than 4 per cent. It would also appear
that the monthly charges on a normal owner-occupied HIM dwelling of five rooms
occupied by a family with three or four children earning the minimum wage would
be from fr, 5,000 to 6,000 during the ecarly years of occupancy(4). In this case
ell available loans have been obtained and the personal down~payment has been
reduced to fr. 50,000, It scems that a deposisv of fr, 50,000 would be
exceptionally low and may be as high as fr, 200,000,

An average dwelling of three to four rooms plus kitchen qualifying for the
annual state subsidy of fr. lpoooﬁmz would eppear to cost from fr, 2,5 to 3
miliion, Another recent study states that the down-payment would range from
fr. 750,000 to 1,105,000 %),  Assuming that tho carnings of families ineligible

(1) L'Habitation, No, 57, Paris, November 1957, page 8.

(2) A study by the Ingtitut Nationals de la Statistique et des Etudes économiques,
quoted in Population, No, 4, Ed., 1'INED, raris, Oetober/December 1957,

et 3 s e 128t

(3) Population, No, 4, Edit: 1'INED, Paris, October/December 1LSG%,
page 606, and Avis et Rapports du Conseil Economique, Logement de
travallleurs de faibles revenug, Journal Officiel, Paris, 25 Tebruary
1956, Teble 8,

(4} Population, No, 2, Paris, April/Jume 1957,

(5) Avis et Rapports du Conseil Economique, Journal Officlel, Paris, 24
December 1957, page 928,
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for an HIM dwelling would be of the order of fr. 100,000/month upwards, the
down-payment for those of modest means ineligible for an HIM dwelling would
therefore amount to about one year's salary in the bigger cities and about eight
montht!s salary in the smaller centres. Monthly payments would appear to be of
the order of fr, 5,000 in the case of a family of three children with monthly
earnings of fr, 80,000/month, representing 6 to 7 per cent of income(l).

Generally, therefore, it appears that new housing is not yet available to
the lowest-~income families partly because the public financial aid given does
not reduce the rents or annual charges sufficiently, having regard to the
goneral level of rents, and partly because eligibility for the HIM dwellings is
rather wide., Since these dwellings must be economic at the uniform level of
aid provided, the tendency is to give these dwellings to the better-off workers
and other similexr categories., Owner-occupation usually involves a high personal
investment, apperently up to one year's earnings, in the case of those of modest
incomes not qualifying for HIM dwellings.

The general housing situation is very unsatisfactory: 2.7 million
dwellings are required to rehouse the occupants of overcrowded dwellings, and
replacement and slum~clearance needs are high, An annual output of 300,000
dwellings for twenty years is officially considered necessary; in 1957, a recoxrd
year, output wes 270,000 dwellings.

- Greece: aided housing has amounted to less than 30 per cent of total outpub
in‘recent years, Of the ailded output, approximately 80 per cent is provided
for earthquake victims and refugees; +the amount of aided housing available to
meet general housing needs 1s therefore small, Aid is mainly given by wey of
no~ or low-~interest loans to self-bujlders, ILoan charges on public loans may
amount to 20 per cent of income and often additional loans are contracted in
order to build a bigger dwelling than is possible with the public loan. Unaided
housing construction consists of construction well beyond the means of the
average worker or'construction of a poor quality cearried out by self-help in
rural areas, The general housing situation 18 very uwmsatisfactory: in 1953
" the average density of occupation was almost 2,3 persons per room, well above

(1) Avis et Rapports du Conseil Economigue, Journal Officiel, Paris,
24 Decamber 1957, page 928,
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the normal,'western European standard of overcrowding; the number of
uninhabitable dwellings is estimated at 370,000, Output in recent years has
been sufficient to maintain the present situation and to replace some of the war
losses but not to make any signiflcant improvement in the gemeral standard of ‘
housing, '

- Ireland: almost all‘new'dwellings obtain public financial aid., Iocal '
authorities construct about half the aided dwellings for working-class femilies,
the other half being privately erected for owner-occupation, Since the ﬁar'new
localnauthority dwellings have been mainly let at rents differentiated according
to family income, The system of fixed rents in operation before the war was
found to prevent'many of the lowest~income families, whose housing need was

often the greatest, from acquiring a new dwelling. Differential rates amount

at most to one~sixth of the assessable family income which is usually considerably °
less than the gross family income, In a typical scheme, rents including rates
range from 10s to £2/week for similar dweilings, In 1955 the average
differential rent in Dublin was 17s/week, equivalent to about 11 per cent of -average ‘
earnings in industry. Proportions of family incomes as low as one~-tenth are
common in differential rent schemes. Owner~occupation with the aid of free
public grants would require a minimum down-payment of about three or four montﬁs'
wages of an industrial worker. Annual cepital charges alone would amount to at
least £2/week, equivalent to 25 per cent of average male industrial earnings.
Owner-occupation of a new dwelling is, therefore, too expensive for most working-
class families but the better-paid workers often undertake owner-occupation on

a gelf-help basis,

The general housing situation is now good; owing to falllng population it
has been possible to concentrate on reducing existing shortages and on the
replacement of unfit dwellings, This has now been accomplished in all but a
few urban aréas, where it will take perhaps another five years, Some over-
orowding will still probably persist in spite of the relatively large dwellings
being constructed, owing to the existence of particularly large households which,
partly because of a low marriage-rate, remain intact longer than in other
countries, Four-fifths of those living in over-crowded dwellings in 1956 : .
belonged to households of seven or more persons,
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- Italy: only about'zo per cent of new dweilings obtain direct public financial
aid, Eligibility for this aid is based on a certain liability fof income tax
which would admit all workers, employees and professional persons, In practice,
however, the bulk of aided dwellings are built by the State end INA-Casa,
primarily for working-class families living in temporary, uninhabitable or over-
crowded dwellings, Rents in state~owned dwellings range from lire 25,000 to
30,000 annually, equivalent to 5 or 6 per cent of average industrial earnings,
which, however, exceed'the actual earnings of many families owing to unemploy~
ment or underemployment. The rent of an INA-Casa dwelling represents about

10 per cent and tenant purchase-charges about 22 per cent of avérage industrial
earnings, The annual rent of dwellings erected by other public authorities is
about lire 100,000, equivalent to about 20 per cent of average industrial
earnings. The annual charges for dwellings erected by co-operatives amount to
from lire 236,000 to 357,000, equivalent to between 46 and 70 per cent of the
earnings of the average industrial worker, Private non~profit housing involves
annual charges equal to about 32 per cent, and private owner-occupation with a
public loan about 60 per cent of the earnings of the average industrial worker.
Unaided houéing would generally entail even higher charges.

Thé general housing situation is unsatisfactony: the average rate of
occupation in 1951 was 1,3 persons per room but in meny areas the density was
over two persons per room. In addition about 220,000 families lived in premises
other than proper dweliings and in the beginning of 1955 it was officially
conéidered that about 1 million sub-standard dwellings should be replaced by
1964, With the rapid and continued increase in recent years output has now
reached a level where current needs are being met and the quantitative situafion
being slowly improved,

- The Netherlands: rented dwellings for the working and lower-middle~classes,
-éﬁounting to about half of total output, are proylded by the municipalities and
the housing associations, The housing associations which are non~profit-making
bodies generally provide dwellings for the better-off workers; ~the municipalities
tend to cater for lower-income and other less favoured families. The weekly

rent of a three~bedroom dwelling costing abbut f1,., 14,000 provided either by a
housing assooiation or a municipality during 1956 was of the order of f1, 10 to

12 exclusive of, or fl, 15 including heating charges. The rents of these
dwellings tend to be uniform at a level regulated by the State by means of an
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annual subsidy, Special reductions are granted to persons rehoused as a result
of slum c¢learance, for a limited period of five years, which in a typical case
would amount to'fl. 2 to 3/week in the first year falling by one-fifth each year.
The rents payable, exclusive of heating charges, during 1956 represcnted from 13
to 15 per cent of average earnings of a male worker or, including heating,
nearly 20 per cent, It has beem officially estimated that in 1956 the rent of
a pre-war dwelling was about 6 per cent of the income of a manual‘worker,

All but a small propoftion of the remainder of housing output qualifies
for state grants, These dwellings are provided for either owner-occupation
or renting. In the casa:of owner-occupation, loens of up to 60 per cent Qf |
tho net capital cost (i.c. of total cost reduced by the state grant, which
normally amounts to about 20 per cent of totel cost) are obtainable in the
private mortgage market, Personal down-psyment required, therefore, would
be up to one-third of the total cost. In a typical thres-bedroom dwelling the
total cost in 1956 was about f1, 19,000; The personal down-payment would,
therefore, amount to about f1, 6,000 or about eighteen months' earnings of an
industrial worker, Special additional state subsidies are, however, given,
ranging from 25 to 30 per cent of the normal state grant to workers and other
lower-income persons undertaking owner-occupation, This additional grant would
appear to have the effoct of reducing the personal down-payment to about one
yeoarts eai'nings of an avefcuge male worker, During 1956,' when the interest rate
on private-mbrtgage loans was just over 5 per cent, the annual charges in respect
of the dweiling citod would be approximately f1, 20/week, i.e., about 25 per cent
of the earningé of an average male worker, Where the dwelling is erected for
renfing with the aid of a state grant, rents are controlled by the State at a
level which onsures a reasonable return on the capital invested. Such a rent
for a three-bedroom housc during 1956 would also have been at least fl. 20/week,

There is still a severe housing shortage, provisionally estimated at -
250,000 dwellings in 1956, For the next five to ten years the increase in the
number of households requiring a dwelling is estimated at 40,000 to 45,000 peﬁ
yoar and the number of slum-dwellings that will be cleared at 10,000 to 15,000
a year, °~ Thus about 55,000 dwellings will be required annually before any
reductioh can be mede in the shortage., Output at the 1957 level would leave
an ennual margin of over 30,000 dwellings to reduce the shortage.
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- Norway: of total housing output, about 75 per cent in recent years has received
direct public financial aid, The aided dwellingé erected by private builders
are predominantly for owner-occupation and the co~-operative socicties provide
rented dwellings, with, However, a deposit required., It has been officially
estimated that of all dwellings financed through the housing bank the average
contribution by the prospective owner has been 23 per cent of the capital cost.
The actual amount of capital invested by the prospective owner varies
considerably and is perhaps up to 30 per cent of capital cost for one~family
dwellings, and about 15 per cent for flats in co-operative blocks; the latter
amount has been estimated to amount to a little more than 50 per cent of an
industrial worker's annual income. It has been officially calculated that for
a family with an average income in Oslo (kr, 13,500) tho rent of a flat with
three rooms and a kitchen requires 16 per cent of the incame if there is not
-more than one child, 13 per cent for a femily with two children, 11 per cent for
a famlly with three children and 9 per cent for a family with four children.
These are the results produced by the amended systam of financial aid in 1957.
For families with not more than two children the percentage appears to havé been
slightly lower throughout the postwar psriod, In other parts of the country
the rent/income relation is similar, if the rent rebate scheme taken into actcount
in Oslo is applied; in most places both rent and income are lower then in Oslo,
~Average housing density in 1950 at 0,96 persons pear room was relatively
good but about 5 per cent of households had more than two persons per room,
Output in recent years has been sufficient to reduce existing shortages but
demand ‘is still ummet, primarily because of migration to urban areas,
- Portugal: of 18,000 dwellings erscted in 1955, only 400 obtained direct
public financial aid., These 400 dwollings included 200 for workers and figher-
men as well as dwellings provided by the State, The workers' dwellings were
provided for very poor families whose rents are estimated to have amounted to
between 14 and 17 per cent of their income, The special dwellings for fisher-
men appear to have had similarly low rents, The dwellings provided by the State
for tenant purchase were rented at from escudos 246 to 1,284/month and were
intended for persons whose monthly earnings ranged from escudos 600 to 6,000,
On average it was estimated that the annual charges amounted to between 23 and
25 per cent of income, The lowest rents appear to have been about 25 per cent



BOU/Working Paper No.78
page 104 .

of the earnings of male workers in industry. In 1955 the average dally.
earniﬁgs of a male worker in the sugar-refining industry were esqudos 40,2,
i.e,, about escudos 1,045/month and in the tobacco industry the correspondiné
sarnings were escudos 35,3 and 918 rGSpectiveiy(l).
the better paid, It would appear, also, that an income limit of up to escudos

6,000/month would be up to six times the earnings of male workers in industry,

These workers are among

The 200 dwellings, which reccive rather less assistance than those already
mentioned, are erected by co-operatives, social institutions and.by the amy.
The rents of these dwellings in Lisbon are from escudos 250\to 810/month and the
income of their occupants may not be more than six times that figure, with a
concession provided the income does not exceed this limit by more than 20 per
cent, Dwellings unaided except by tax concessions consisted in 1955 of 1,531
dwellings, the rents of which were controlled by municipalities, and 16,902
dwellings with uncontrolled rents, The rents of the former ranged from escudos
350 to 1,110/month, which at the lowest figure would be equivalent to 33 per
cent of the earnings of a better-paid male worker., The rents of uncontrolled
dwellings range from escudos 1,294 to 1,410/month and appear to be more than
the earnings of male industrial workers, ,

About 20,000 to 25,000 dwellings would be required to meet the annual
inerease in population, In fact, in 1956 output exceeded 20,000 for the first
tinme since the war, The general housing situation in 1950 was better than in
other southern European countries, Tho number of dwellings per thousand
inhabitants was in the neighbourhood of the western European average, The
housing shortage as expressed by households sharing a dwelling seems to be cone
centrated in the Lisbon and Oporto areas,

- Spaing approximately 70 per cent of total howsing output obtains public
financial aid and of this approximately 50 per cent in most recent years has
been provided by various public or semi-public bodies, about 46 per cent hy
private builders, and about 10 per cent by industrial concerns building fox
employees, In the alded sector four categories of houses are erected, What
is desoribed as social-type housing may not exceed 50 m? in floor area; the

{1) Estatistica Industrial, 1955, Instituto Nacional de Estatistica, Lisbon,
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next category may not exceed 75 m?; a third may not exceed 150 m?; and the

highest may not exceed 250 m?. The quality of the dwellings also vuries, The
total cost in the four categories in 1956 was pesetas 960/m in the lowest;

1,360 in the second ; 1,600 in the third; and 1,840 in the highest, Information
is lacking as to the number of dwellings erected in each of the categories, ‘

' Tﬁe rénts of‘dwallings eracted by the public or semi~-public bodies are from
pesetas 100 to 140/month for the cheapest type of dwelling and about 1,500 for
the dearest, During 1957 the average monthly income of an unskilled worker
with one child was peéetas 1,200.' Rents in the cheapest dwellings would
~ therefore amount to botweén § por cent and about 12 per cent of income, The
average income per month of office employees and members of the middle class in
general is officially eetimated to have been about pesetas 6,000 in 1%7. Rénts
of dwellings in the category above the lowest would be in the region of quetas
1,000, or about 15 per cent of income, which is stated officielly to be the
maximum proportion of income usually paid in rent,

Private builders erect about 40 per cent of aided housing, The private
sector consistsﬂpartly of houses erected with the aid of interest-free loans,
and partly of houses erected with the aid of public low-interest loans and tax
concessions. The former type of building requires a contribution from personal
resources of 20 per cent, which would amount, in the case of a dwelllng of the
second lowest oategory with a maximum floor area of 75 m? and costing about
pesetas 100,000, to about sixteeﬁ monthst earnings of an unskilled worker, and to
three to four months! carnings of an employee, In the ease of the other t&pe of
private-aidod-building rents may not exceed pesetas 1,500/month and the
contribution by the builder is raiéed to 40 per cent of cost,

' The'general housing situation is not good; there is a considerable amount
of overcrowding and sub-standard mroperty. Output in the most recent years,
however, has been sufficient to meet current needs and reduce the shortage.

- Sweden: about 30 per cent of new dwellings are provided by non-profit-making
bodies under the aegis of municipalities, 20 per cent by co-operative socleties,
24 per cent by private firms and 26 per cent by ihdividual owner-~occupliers,

Since 93 per cent of dwellings obtained public finemcial aid in 1955 the foregoing
proporfions apply generally to the alded output, TUnaided dwellings are erected
mainly by individual owner-occupiers and hy a small number of private concerns
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- for letting, . The annual rent of a flat with three rooms and kitchen built in
1955 by a non-profit enterprise in Stockholm has an annual rent, excluding
heating, up to kr, 2,460 and kr, 3,150 including heating, If an office employee
with an annual salary of kr. 15,000 occuples this apartment with his wife end two
children, the exclusive rent would be 16 per cent of income, and the inclusive
rent 21 per cent. A flat of two rooms and kitchen built in 1956 by a co-
operetive building society in a small town has an annual rent, excluding heating,
of kr, 1,600 and\ including heating, of kr., 2,100, If a worker earning .

kr, 2 400/year occupies this apartment with his wife and one child, the exclusive
rent would be equivalent to 13 per cent of income and the inclusive rent 17 per
cent, In addition, an initial cash investment of 5 per cent of the capital cost
of the dwelling‘would be kr. 1,560,'equivalent to less than two monthst! wages,

- An owner-occupied dwelling built in 1956 in a town in northern Sweden and
containing four rooms and kitchen bears emnual charges, less all allOwences, of
kr, 1,806, Where this dwelling is occupied by a work-study engineer, with
dependent wife and three children, earning an annual income of kr, 11,800, the
annual charges are equivalent to 15 per cent of income. In this case the amount
of the owner'!s investment, excluding the value of the land, would be kr. 4, 500,
or between four and five months? earnings(l) .

The down-payment on a co~operative flat represents from two to three months!
wages of an adult male worker, and on a one~family house, four to six months'!
wages. The annual rent, excluding heating,.of a new flat of three rooms and
kitchen with normal subsidies, before changes in subsidy in the course of 1957,
was somewhat more than kr, 2,000 and the annual cost for an owner-occupied one-
family dwelling was about the same.“ The average annual income of an adult male
worker in industry was about kr, 11,500 in lb56(2). It would thus appear that
the exclusive rent of the dwelling cited was between 17 and 18 per cent of the

earnings of such a worker,

(1) The source of all data on rents and amnual charges in this paragraph 1is
Per Holm, Swedish Housing, The Swedish Institute, Stockholm, 1957.

(2) Based on average hourly earnings, Yearbook of Labour Statisties, IO, Geneva,
1957, page 260, Total yearly hours worked are assumed to be 2,300,
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Overcrowding due to small dwellings is the essential shortcoming in the
general hoﬁsing situation, There is also a high market demand for new dwellings
with the growth of urbanization and the improved post-war rent/income relation-
ship,

- Switzerland: less them 10 per cent of new dwellings have received public
financial aid in recent years. A recent official report(l) concluded thgt in
existing circumstances the housing market suffered from a grave shortage of
dwellings at rents accessible to families of modest incomes, While it was
considered that in the long run these needs might be met by a reduction of
building costs, in the short run the re-introduction of financial aid by the
Federal authdrities to the_canﬁons and communes for housing for familles of
modest meens was necessary, The general housing situation is among the best in
western Europe and output in recent years appears to have been high enough to
improve it.

~ Turkey: from one-quarter to one~third of housing in Turkey is by private
builders with the aid of public loans, There is no programme of housing for
renting provided by public authorities. The average cost of a dwelling is about
TL 40,000 and the normal contribution from personal resources amounts to about.
TL 10,000, It is officially stated that the monthly earnings of a'building
labourer in 1956 were about TL 200, or a meximum annual income of about 2,400,
The average contribution from persohal resources would, therefore, amount to over
four times the annual earnings of a building worker, Annual cepital charges
would amount to at least TL 2,000, equivalent to nearly 90 per cent of a
labourer's annual earnings.

Official estimates have put the number of dwellings per thousand inhabitants
in 1950 at somewhat less than 200 dwellings, which appears to be considerably lower
than in any other Buropean country for which statistics are aviilable,

- United Kingdom: in the United Kingdom social housing is provided for rent by
local authorities, In England and Wales the state subsidy is confined to one-
bedroom dwellings and to dwellings provided to rehouse slum-dwellers and persons

(3) Ltencouragement & la construction de logements économigues,
Commission fédérale du contrfle des prix, Bern, 1956,
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moving to new areas, In Scotland, a state subsidy is given for all approved
needs owing to the less favourable housing situation.

Assuming the cost of a typical local authority dwelling to be £ 1,700 the
esconomic rent would at current interest rates be about £2,5s8, The effect of the
state subsidy and the subsidy formerly required to be glven by the local authority
amountlng to one-third of the state subsidy, would be to reduce the rent to
32s/week, ~ Iocal authorities are, however, free to determine rents of
- ipdividual dwellings and for this purpose may redistribute subsidies in
accordance with need.  The unSubsidized rent in the example given above amounts
to about 16 per cent of average earnings; and the subsidized rent to between
12 and 13 per cent. ILocal authorities, in addition, control over 3 million
rented dwellings, making it possible to give older and cheaper dwellings to less
wollwoff families, The average weekly net rent in three~bedroom, local-
authority dwellings in England and Wales in 1956 was 15s8/94, equivalent to about
6 per cent of average male weekly earnings in industry.

Owner occupation of new dwellings may be undertaken with the agsistance of
loans from building societies, insurance companies or local authorities, The
best terms available require a deposit of at least 10 per cent of the.cost of
the dwelling, A typical privately-erected owner~occupied house costs in the
region of £ 2,500 and the minimum deposit required is therefore about £ 250,
equivalent to about five months! earnings of an adult male manual worker, Chargas
at 6 per cent on loans extended by a building society for twenty=-five years amount
on such a dwelling to approximately &£ 176, equivalent to 26 per cent of the
average carnings of a male industrial worker in 1956..

The general housing situation is relatively good with, however, shortages in
Scotland, London and big towns, and a considerable number of slum dwellings still
to be cleared. o
- Western Gérmggx: social housing in western Germany accounts for about half the
total output and is confined to those within a certain income limit and to- houses
not exceeding a certain size, The monthly income of the head of the household
cannot exceed DM 750, with additions for dependent persons, which in typical cases
would bring the limit in practice to about DM 1,000, which is somewhat more than
twice the average carnings of a male worker in manufacturing industry in 1956.

The object of giving financial aid is to provide housing at a rent which a large
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part, of the population can afford, with meximum levels fixed in most cases at
DM 1,65/m /month and DM 1.2Q/m /month for specially low-income femilies.
Additional and temporary assistance may also be given out of public funds to
reduce rents still further in cases of hardship but the use made of this facility
is small. Priority in the allocation of dwellings must be given to certain
homeless families such as refugees and those who were bombed out, In practice
in recent years about 60 to 65 per cent of all new dwellings built have gone to
the priority classes, - Some preference is also given to those with low inocome
and in need of dwellings, but, in general, a policy is followed of endeavouring
to rehouse poor families in older dwellings vacated by those moving to newer
dwellings, For example, & special investigation carried out in this connexion
in the L¥nd of Hessen showed that one-quarter of the households surveyed were
prepared to leave their dwelling for a new, larger‘ane-bette:~equipped dwel;ing,
thus}vacating gsatisfactory but cheaper accommodation for poorer families, In
rescent years about two-thirds of the social how ing has been provided for renting,
principally by non-profit housing societies and by individuals constructing houses
containing one dwelling for themselves and one or more to be let. The average
gize of a social dwelling is 60 m? floor area, the monthly rent about DM 100,
amounting to 22 per cent of the average sarnings of a male worker and to about
10 per cent of the earnings of those cerning the maximum for admission to social
housihg. The monthly rent of this dwelling at the special maximum for ICWhinoome
families, i.e., DM 1.20/m?, would be DM 72, 16 per cent of the income of the
average male worker., In practice, hcwever, avorage monthly rents tend to be
less then the upper limit of DM 1, 65/m and in 1956 were estimated at about |
DM 1,20 to 1,30 roughly 16 to 17 per cent of the average earnings of a male
worker . |

‘Social dwellings for owner-occupation, which amount to one-third of total
social housing, cost about DM 25,000 to 30,000.. The minimum deposit is 10 per
gent of cost, but may be as high as 30 per cent, It has been estimated that of
all dwellings built by private individuals about 25 per cent were by workers and
 about 17 per cent by officials and.employees. The deposits required for owner-
occupation would appear to be at the minimum equivalent to six months! earnings
of the aversge male worker, and perhaps four months' earnings of the better-off
worker, The monthly charges on an owner-occupied_dwelling of 80 m? are of the
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order of DM 1.50/m?, equivalent to DM 120/month, which is about 15 per cent of
the income of a better-paid worker,

About 9O to 95 per cent of the remaining halfrof housing output 1s provided.
for owner~occupation or renting with the aid of substantial tax concessions,
Hore also about one~third of the dwellings are for owner-occupation, the balance
being rented, mainly it would appear, by private individuals. Rents are from
approximately'DM 1.60 to 3. Oo/m , depending on size and equipment. On the
assumption that the average dwelling measures about 80 m? the monthly rent would
be from DM 128 to 240, and if the earnings of occupants were of the order of
DM 1,000, the outgoings on rent at this figure would be from 13 to 24 per cent of
income, Typical monthly outgoings on an owner-occupied house of 80 m?, built
with the aid of tax concessions, would be about DM 2, 25/m s equivalent to DM 180
or 18 per cent of an income of DM 1,000, Charges or rents in the caso of a
dwelling of 80 m? which is entirely privately financed would be up to DM 300/
month, The foregoing percentages of total income spent for rent or charges are
paid on new houses only, For the existing housing stock, especially older
houées, the percentage of income spent on rent is in most cases between 5 and 10
per cent or oven less, - ’

The goneral housing situation is characterized by a grave shortage, estimated
at the end of 1956 at between 2,5 and 3 miliion dwellings, The increase in
households and replacement require an estimated annual construction of about
250,000 dwellings, Since 1953 annual construction has exceeded 500,000
dwellings, so that arrears are being reduced at the rate of over 250,000/year,

Methods of public financial aid
In this part of,the,chapter'the methods used to give public financial aid to

nousing in Westorn Europe are examined, A distinction is drawn between the type
of publlie financial aid to housiﬁg which involves the disbursement of public funds
and the type which does not, . '

Three separate approaches mey be distinguished in the distribution of public
financial aid to new dwellings. Some countries restrict such ald to a
particular sector of the community, whether the limit is by income ox other test,
~ Other countries provide such aid to virtually the entire community without social

. or income distinction but differentiate sharply both in form and amount between

that to lower-income classes and that to the rest of the community; often the
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speeial aid for lower-income families takes the form of publicly or somi-publicly
“owned rented accomﬁodotion. . The third approach is to provide the aid on roughly
the seme torms for the entire community, with limited épecial assistance in
cortain cases; this is usually associated with a policy of bringing owner-
occupation within the moans of all classocs. Countries can be grouped on the
basis of the principal characteristic of their methods of financing public

house construction,

The countries whore the first approach is characteristic appear to be Greece,
Italy, Portugal, Switzerland, Turkey and the United Kingdom, In the United
Kingdom, exchequer subsidies for newly erected dwellings are confined to
dwellings bullt for the purpose of slum clearance, or in new or oxpanding towns,
or those which have only one bedroom(l). In Grecce, Italy, Portugal and Turkey °
direct public financial aid for housing is severely limited, mainly by general
budgetary considerations; thus £here is no alternative to confining this aid to
certain social or income classos though many who are oqually in need of public
financial aid, owing to the unfavouraeble terms on which privete credit is
available for housing or low average earnings per capita, fall outside these
oategories. In Switzerland and the United Kingdom, on the other hend, there is
a relatively well-supplied credit market capable of finaneing unaided house-
building on good terms, In the southern European countries unaided construction
involves heavy porsonal investment, in Italy in recent years perscnal investment
has amounted to over 50 per cent of total capital investment in now dwellings as
compared with 0 per cent in Switzerland. ' In Switzerlend, owing to the relatively
good housing situation, the ability of the credit market to' findnce a high volume
of new'construction on good torms and the high average earnings, "1t has ‘been

possible in prineciple to conrine public financial aid to the 1owest-income familias(z)

(1) It should also be recalled that public financial aid totalling £100 million
is payable annually in respect of existing dwellings and that local authorities
are free to build for general needs, redistributing existing subsidies, if
"'necessary, State gsubsidies are still payable in Scotland, however, on new
- dwellings built for general needs,

(2) As alroady seen, however, not onough aided dwellings have been provided in
recent yoars and it has now been decided to reintroduce federal aid for an
additional number of aided dwellings.
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If a person of modest income does not belong to the special classes now
eligible for state financial aid in England and Wales his prospects of renting
a new house may seem to be generally somewhat problematical, The vast méjority
of local authorities, however, should be able to continue to build houses to let
at reasonable rents provided they pool existing subsidies and adopt renﬂ
. differences which ensure that the subsidy goes only to help those femilies vho
need it, Since a typical new house financed with the aid of a loan from a
building society involves a deposit of £ 250 and annual loan charges of £ 193,
‘1t‘might again be assumed that comparatively few working-class femilies are in
a position to undertake the purchase of a new house through a building society.
Many such families have been able, however, as a result of high family earnings,
to purchase dwellings, new or old, partly because the interest on the mortgage
can be set off against income tax, . Some expectation exists that with the
release of unier-occupied dwellings as & result of the removal or relaxation of
rent control, accommodation for such cases will become available, In addition,
some "filtering-up" should result from the large-scale construction of new houses
privately owned by the better off and financed through building societies.

The faet that public financial aid is confined in these countries to &
1imited sector does not mean that in all cases the aid is given to those most in
need financially. For example, in the United Kingdom the state subsidy attaches
4o the dwelling and there are no income tests for the tenancy of a subsidized
dwelling, It is only where local authorities - about one-seventh of all
authorities =~ redistribute subsidies in accordance with need that individual
financial circumstances are taken.into account, In Italy aided construction
other than state-erected dwellings are too expensive for low-income families;
the income limit for these dwellings is very wide, In Greece, the bulk of aided
construction is for earthquake victims without regard to economic circumstances,
In Turkey only better~-off workers can afford to avail themselves of publie
finapcial aid,

ThefSecond.approach to the distribution of public financial aid is to
' provide some measure of assistance for all classes in the community without
income restriction, but to differentiate sharply both in form and amount between
public financial aid for special ciasses, usually income classes, and that for the
rest of the community., The counfries whose public finan@ih;.assistance'to |
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housing is organized in this way include Austria, Belgium, Demnmark, France,
Ireland, the Netherlands, Spain and Western Germany. Western Germany falls

into this category since, while direct aid is confined to certain income

classes, the tax concessions available generally are sufficiently important to
warrant comparison with direct aid given by the other countries in this group.

In the case of Spain, however, the difference between the aid given to public
bodies and that given to private persons is rather small, and the official policy
is‘to reduce the role of the public bodies, Under this system of distribution
~of public financial aid, the provision usuaily made for the special classes is
rentod accommodation. The origin of this approach to public financial aid is
the absence of privately provided low-rented accommodation, and, often, a serious
need for slum clearance by the public bodies concerned, The main‘purpose of
such a method of distribution of aid is to ensure that the urgent needs of the
lower~income classes are met, This is particularly important where slum
clearance, which is unlikely to be achieved by private enterprise, is necessary,
Whether in fact this purpose is attained will depend in practice on the system

of allocation of dwellings and on the levels of fents and charges; sometimes

the lowest income families are denied access to such new dwellings owing to high
rents and they have to be rehoused in older dwellings. On the other hand, for
less public expenditure, encouragement can be given to owner-occupation amongst
those who can afford it, Most countries providing rented accommodation by public
or semi-public bodies also offer special inducement to home~ownership by those
eligible for such accommodation, but, on the whole, thevresponse does not seem
to be very great. The provision of special rented public or semi~public
accommodation also raises the difficult problem of avoiding segregation between
classes of the community. This question also arises, particularly in the case of
Italy, among countries in the first group. Many of the countries building
segregated lower-income housing estates are thereby engaged in slumrclearance.

It is not usually practicable for them to devote the funds or the energies of
public or semi-public bodies to the housing of better-circumstanced families,
since this is necessary at the expense of lower-income familiesiliving in-slums,

- particularly where the only alternative to public or semi~public rented
accommodation is owner-occupation (something beyond the means of lower-income

families), The removal of the social inequality of living in a slum is in
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itself a big step towards social equality, The original one~class character of
public housing estates tends with time to give way to a more varied composition

as tho social ‘and economic status of many of the tenants improve, In the
countries of the third group, in all of which public financial aid 1s based on

the principle of non-segregation, either the slum problem is not acute, there

are ﬁrivate or semi-privatelbodies active in the provision of rented accommodation,
or all sections of the community are prepared to undertake owner-occupation, The
special position of Belgium in this group may be noted, Apart from aided rented
dwellings, state grants for owner-occupation are availeble without a direct income
test., About half the dwellings are, however, erected without recourse to these
grants since, if obtained, the dwelling camnnot exceed 95 m? floor area and at
least 60 per cent of the cost must be borrowed, The quantitative housing
situation in Belgium is good and in these circumstances it appears that much of
'the new construction is undertaken by persons capable and desirous of improving
.alrea¢y relatively high dwelling standards,

The third group of countries comprises those which give public financial
aidvon the same basis for all income classes of the community with, however,
additional rent allowances to families with children, These countries are
Finland, Norway and Sweden, The characteristic form of aid in the three
countries is low-interest public loans (with an interest subsidy on private
loans in Sweden) available in practice for.everyone, This would approximate
to the aid given to owner-—occupiers, who do not normally include the less well=-
off workers, in such countries as Belgium, Ireland and the Netherlands, In the
three Scandinavian countries, however, the object is to place owner-occupation
within the means of all, A form of aid which would do this without'
distinguishing between the needs of particular classes would require so low a
rent level as to be too costly for public funds, The three countries give rent
rebvates to families with children within income limits which, except in Finland,
are relatively high., Here aguin the special needs of the very low=income
families are not sharply distinguished from those with medium incomes, The
effect of this system of aid is not to distinguish as closely between different
income groups, as is done in Denmark, for example, wherc a distinction is made
between "social~housing"” within the social insurance income-limits, which
qualifies for special annual subsidies and special rent rebates in respect of
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children, and other housing which qualifies only for low-interest loans
(together with tax concessions), The contrast is more marked with the position
in, for instance, Ireland and the United Kingdom, where publicly~owned rented
dwellings are available, the rents of which often vary with individual family

incomes,

Financial aid not involving disbursement of public funds
Public financial aid which does not normally entail disbursement of public

funds consists mainly of two types, the first involving the forgoing of
revenue which might otherwise have been receiVed, and the second the acceptance
of contingent liabilities which usually do not have to be met. To the first
category belong a grant namely of tax concessions; the principal example of

the second is insurance mortgages or guarantees on private loans contracted for
house~building. .

Three kinds of tax concessions may be distinguished., Tax concessions designed
to encourage the formation of capital or savings for housebuilding purposes are
given in Austria, Belgium, Spain, and, above all, Western Germany. In Austrie,
the essential feature of the economy in so far as the financing of house~building
is concerned is the deficiont supply of cheap long-term credit, The credit
institutions, purchaesing banks and savings banks pﬁt their>resources mainly at
the disposal of industrial and commercial aid, . Payments towards unallocated
"puilding savings contracts” (BauSparvertrﬁge), qualify for income-tax relief
but details are not available, In Belgium, profits used either for constructing
social housing or for granting additional loans to staff members who have obtained
a prineipal loan for the construction or purchase of a social dwelling are
taxable up to only half their amount fof the purposes of business tax, In Spain,
a 90 per cent rebate is granted of the profits tax in industrial and commercial
companies investing money in their own housing, or purchasing housing bonds;
complete exemption from tax is also granted on shares and bonds issued by building
societies and on housing bonds intended for new-restricted dwellings.

Information is lacking on the amount of funds thus realized for housing in the
foregoing countries, The main purpose of the concessions in Spain appears to be

to encourage industrial and'ébmmércial concerns to provide housing for their workers.
This is linked with the sta%ﬁﬁbfy obligation recently placed on new or expanding
industrial undertakings to provide howsing for a fixed proportion of their workers
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or to meet a particular housing shortege. This obligation is part of the current
housing policy designed to reduce reliance on public or semi-public bodies for the
provision of housing and to stimulate activity in the field of workers' housing

by private or seml~private agencies,

In Western Germany tax concessions in this category are both of a general
and special type. These measures are part of a housing policy designed
progressively to reduce the participation of public funds in house~building. The
general concessions were of particular interest ih the past when the capital
market was weaker, ‘The‘measures then taken were designed to encourage increased
provision by the capital market of interest-bearing first-rank investment in house-
building. Income-tax relief for savings paid under savings contracts to financial
institutions of every type and for sums used in the first acquisition of mortgage
bonds were part of this scheme, All savings of this type were time deposits,
Under the influence of the fluctuations on the capital market the minimum period
of investment changed from time to time, At present, such contracts are & much
less important means of financing housé~building since the capacity of the capital
market is now satisfactory. Fixed interest~bearing securities, if issued at a low
rate of interest, were not subject to incame tex until 1 January 1955, The conse-
quences of the foregoing concessions may be gauged from the fact that between 1950
and 1954 the total amount of savings in the form  O>f savings deposits, mortgage
bonds, new life insurance, and real-~estate savings banks deposits increased from
DM 2,300 million to 8,492 million, Sales of mortgage bonds alone increased from
DM 210 million to 2,177 million, there being an increase of approximately DM 1,000
million between 1953 and 1954(15,

The special concessions comprise certain contracts made with savings banks
or other financial institutions, mainly with a view to the financing of dwellings
to be built for owner-occupation, While providing the savers with the means
necessary for house- or apartment-ownership these contracts are of a special type
in that they have a definite purpose. Deposits paid into builders' savings banks
give within the limit of a certain ceiling a right to income~tax adjustments or,

(1} W, Fey: '"House-building and Financing in the Federal Republic in 1954" '
Federal Ministry for Housing, Bundesbaublatt, No, 4, Bomn, April 1955.
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so far as people of low income are concerned, to building premiums which are granted
under the'provisions of a special law, These premiums range in amount from 25 to
35 per cent of the savings but they cannot go beyond an annual maximum of DM 400.
Those paid to supplement deposits in resl-estate savings banks increased from DM 28
miliion in 1952 to0 190 million in 1956, If both savings and premiums are teken as
a whole, the volume of the new capital realized had already reached more than

M 1,000 milllon by 1956, It can be seen, therefore, that the tax concessions
granted in Western Germany to increase capital and savings for housing have been
extremely important and that the greatly inoreased housing output since they were
granted appears to be to a considcrablc extent explained by their magnitude,

The second category of tax concessions consisting of those designed to reduce
the construction or acquisition cost of a dwelling, relate to tex, duties, fees and
similar charges which have to be paid, usually on a once~for-all basis, in connexion
with house construction or acquisition, These taxes are usually small but thelr
cumulative effect can add heavily to the cost of house acquisition, In Norway
there is exemption from a general turnover tax which represents 10 per cent of the
value of a new dwelling, A similar relief in Finland amounts to between 2 and 3
per cent of the total value, Frequently similar special concessions are mede to
organizations associated with housing; they have the effect of attracting new
members, In the legal procedure and the tax structure in western European
countries there is & bewildering variety of stamp duties, taxes and fees payable
in connexion with such matters as the conveyancing of land, the making of contracts,
the purchase of materials, and the granting of building permits, Almost all
countries make an effective indireet comtribution to reducing the cost of housing
by granting exemptions and reductions from all these impositions, However, there
would appear to be much scope for efforts not only to relieve the financial
imposition involved but to simplify the procedures, In this connexion may be
mentioned also the fees payable in respect of professional services, e.g., legal
and architectural, required in connexion with housing., Some countries appear to
have been successful in arranging with the professional bodies concerned for speclal
reduced standard fees for services rendered in connexion with social housing.,

Among the third category, tax concessions designed to reduce the running costs
of new dwellings, the most common is the partial or complete remission from the
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(1)

In most cases the exemption is for only a limited period, amd in no case is

various types of property or land tax payable in European countries,

there provision for a progréssiVe reduction, Thus the impact on the budget of the
beneficiary is likely to be particularly heavy when the concession comes to an end,
unless other outgoings on the house have been reduced, for example, through the
repayment of relatively short-term loans, In many countries the concession extends
to all new dwellings, irrespective of size and cost; in these circumstances &an
encouragement is given to costly dwellings for which there is no particular social
justification, Other countries prefer to confine the concession to housing in
receipt of public financial aid or to housing not exceeding a certain modest
Standard. When the concession is given without restriction the object is usually
not so much social-as the encouragement of building activity generally. The
differential given indiscriminately to new dwellings may not always accord with the
wider objectives of housing but may encourage new building in an area where there is
a surplus of old dwellings. Often the rate of these taxes is uniform, As a result
the tax on older dwellings can be jncreased by granting remission., The principal

j