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FOREWORD

An obligation is imposed upon the Federal Housing Administra-
tor by Section 209 of the National Housing Act to “* * * cause
to be made such statistical surveys and legal and economic studies
as he shall deem useful to guide the development of housing and the
creation of a sound mortgage market in the United States * * *.

In the development of housing policy and the improvement of
mortgage practice in this country, we cannot afford to ignore the
decades of practical experience of the European nations:in meeting
the problems of home financing through legislative and administra-
tive action, and in the amelioration of housing conditions among
the lower income groups. For some time the Federal Housing
Administration has been engaged in the analysis of European
housing policy and practice with a view to possible adaptations in
the program of the Administration. In the furtherance of this
study, two members of the Division of Economics and Statistics
were dispatched to Europe in July 1936 to secure first-hand in-
formation on the latest developments in the field, and to discuss
various aspects of the problems of housing and home financing with
governmental officials and informed observers.

The following report is based upon their findings. The observa-
tions and opinions expressed are those of the authors, and are not
to be construed as policies or objectives of the Federal Housing
Administration, nor as proposals for a housing program for the
United States. On the contrary, certain sections of the report indi-
cate the difficulty involved in attempting to adapt European practices
to conditions in this country.

It is hoped that the information and analysis presented in the
report will be of interest to the fast-growing body of public officials
and citizens who appreciate the wide social and economic implica-
tions of the problems of home financing and housing, and who are
coming to recognize the difficulties and complexities which face the
attempts at solution.

Stewart McDoNALD,
Federal Housing Administrator.

WasHiNgTON, D. C., December 1, 1936.
m



Feperat, HousiNGg ADMINISTRATION,
" Washington, D. C., November 1, 1936.
Mr. Stewart McDoxNaLp,
Administrator,
Federal Housing Administration,
Washington, D. C.

Dear Mr. McDoxarp: I transmit to you herewith a brief report
of the investigations in England and certain continental European
countries made this summer by Dr. Richard U. Ratcliff and myself.

During the 5 weeks we were in Europe we visited 21 cities in
10 countries, and had 150 interviews with officers of our own Govern-
ment and those of the countries visited, with municipal officers,
administrative officers of banks and mortgage institutions, and others
concerned with the improvement of housing conditions within the
framework of the existing economic and political traditions. We are
greatly indebted to these individuals, not only for their courtesies,
but also for many helpful suggestions received from them.

In addition. we wvisited modern housing developments and in-
spected some of the worst heusing conditions in each city. In order
to present a faithful picturé of both, we have taken about 2,000 feet
of moving-picture film. In addition, we have accumulated a con-
siderable quantity of source material for more intensive study of
conditions in the various countries.

While any report is likely to be biased by the predilections of its
author, we have attempted to take a detached pomnt of view and to
check our conclusions with the ablest authorities with whom we
have come in contact.

May I express my appreciation to you for this opportunity for
the Division of Economics and Statistics to accumulate material
which I am sure will be of great importance.

Special acknowledgment is due Mr. Allan F. Thornton for his
considerable share in the preparation of the report.

Very respectfully submitted,
Ernest M. Fisuer, Director,
Division of Economics and Statistics.
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INTRODUCTION

This report on the housing policies and practices in Europe is the
outgrowth of a field trip including the following countries: England,
Holland, Denmark, Norway, Sweden, Germany, Austria, Switzer-
land, France, and Czechoslovakia. Only a brief time could be
allotted to each country, but from more than 150 conferences with
State and municipal housing officials, and with representatives of
the private housing industry and home financing institutions, a sur-
vey of the trends in governmental policy and private activity was
possible. This was facilitated by a general understanding of the
problems secured through previous visits and about 10 years of
study.

It will be the purpose to present here a brief summary of the
veneral principles and conclusions which have been evolved from
this survey. Each statement is supplemented by some statistical
evidence where available, by illustrative description, or by both.
There is no attempt to provide a comprehensive discussion of all
aspects of the housing situation abroad, nor to summarize all the
material collected during the survey. It is the aim simply to epito-
mize the most significant trends. Some of the material is presented
im dogmatic form for the sake of brevity, but an effort has been
made to avoid generalizations that cannot be supplemented by
cither statistical data or reliable and widespread opinion,

In the first section, Summary of Conclusions, will be found a brief
statement of some conclusions and principles which appear to have
justification in European experience. This will be followed by a
series of sections in which these conclusions are stated in an expanded
form and accompanied by a brief discussion presenting illustrative
examples from the situation in certain of the countries, together with
pertinent statistical summaries.

viI



SUMMARY OF CONCLUSIONS

I. Governmental participation in housing is permanent, though its
form is changeable. The complication of forces in this field has
compelled European governments to adopt comprehensive programs.

II. Decentralized responsibility for the administration of housing
policies, under the guidance and control of the central government,
is universal.

II1. Subsidies to stimulate house production have been generally
abandoned. The present emphasis 1s on improvement of housing
conditions by other means than outright subsidies, and the most
widely adopted form of assistance is the extension of government
credit.

IV. Differential renting, the fixing of rents in subsidized housing
on the basis of individual ability to pay, is widely accepted as &
sound procedure, and its application in varied form is spreading,
particularly in England.

V. The problem of housing the working classes on an economic
basis has not been solved, and. except for a few outstanding examples,
the rate of improvement of housing conditions for the lowest-income
groups has not been satisfactory,

VI. The ownership by municipalities of large areas of unde-
veloped land at the urban periphery has proved to be a major
advantage in controlling land utilization and in providing sites
for low-rent housing at low cost.

VII. The solution of the problem of improving housing conditions
for the low-income groups involves a large measure of social rehabil-
itation of the tenants.

VIII. The collection of statistics on housing has long been a
function of local and central governments. There is an increasing
emphasis on this activity as a basis for the proper guidance of hous-
ing policy.

IX. The improvement of housing conditions among the lower-
income groups through “filtering up” into better housing has not
been effective in Europe.

X. No single remedy exists for the many coordinate problems of
housing. The greatest progress is being made in those countries
where governmental intervention in housing is accepted as an inte-
gral part of a broad program for social betterment, and where there
has been a flexible application of a comprehensive and correlated
complement of measures.

X1. Cooperative housing has reached its highest development in
Scandinavia where it is part of a strong cooperative movement

IX



X SUMMARY OF CONCLUSIONS

embracing the production and distribution of both industrial and
agricultural products.

XII. The organization of the building industry and the charac-
teristics of the real estate market differ markedly in European
countries from those familiar in the United States. The current
building boom in England is reminiscent of that in America dur-
ing the 1920°s and has probably passed its peak.

XIII. European home mortgage markets are generally charac-
terized by specialized lending agencies, and by varying degrees of
governmental participation.

XIV. Although the application in America of the housing policies
and practices adopted by European countries is limited by social,
economic, and legal differences, it is possible to derive general prin-
ciples and adaptations of method which might form the basis of a
comprehensive program for this country.



Part I

FORMS OF GOVERNMENTAL PARTICIPATION IN
HOUSING

Governmental participation in housing in European countries is of
long standing and has progressively broadened in scope. In its
earliest form in England it was the outgrowth of a general realiza-
tion of the need for dealing with insanitary conditions in the crowded
industrial areas. This situation had arisen from the rank and uncon-
trolled growth of these communities following the industrial revolu-
tion. The first legislation in England came during the first half of
the nineteenth century,® and the evolution of the present comprehen-
sive housing policy has continued steadily though slowly from that
time. In other countries the concern of government in housing mat-
ters came later, for the most part, and assumed various forms.

The first important housing legislation in Belgium was in 1889,2
although the Government had taken cognizance of the matter as
early as 1837 when an inquiry was conducted into slum conditions.
The 1889 Act was designed to encourage home ownership, and money
at low interest rates was made available by the Government for
housing purposes.

In the Scandinavian countries financial aids for low-rent housing
were provided in the last two decades of the nineteenth century. In
France, after some agitation and scattered activities during the mid-
dle decades of the century, the first general housing law was passed
in 1894 similar to the Belgian Act of 1889.3

Holland is unique in that its broad and effective housing policy was
born fully matured in 1901, providing powers of such broad scope
and a policy so well conceived that no substantial changes in law
have subsequently been made.*

The long history of governmental participation in housing in for-
eign countries is evidence of its permanence. Another important
characteristic is its gradual expansion in scope. This has arisen
from at least two causes. First, the increasing complexity of social
and economic relationships and the dynamic changes in the struc-
ture of cities as they expand and mature have given rise to new prob-
lems, and have further complicated other problems of long standing.
In the second place, the social conscience has steadily broadened.
The improvement of housing conditions, through one device or an-
other, has been accepted as a duty of organized society, and as an
integral part of a broad program for social betterment,

1 Public Health Act, 1848,

2 Vinck, Emile, “The Dwelling House Reform Problem of Workers' Living Quarters in
Belgium.” Town Planning and Housing Throughout the World, compiled by Bruno
Schwan. Ernest Wasmuth, Berlin, 1935, p. 96.

# Schmidt, Fr. “Town Planning” and “Housing.” Bruno Schwan, op. cit. note 2, pp.
198-202; and International Survey of Social Bervices, 1933. International Labour Office,
Geneva, 1936, vol. I, o2 303.

¢Van der Kaa, H. “The Houslnﬁg Policy in the Netberlands,” League of Nations Health
Organization, Geneva, 1935, p. 1 ff.

1



2 BUBOPKAN HOUSING POLICY AND PRACTICE

The original source of the interest of organized society in hous-
ing matters was the recognition of the need for the wprovement
of sanitary conc . In the course of time, the basis of this
interest: has bee ‘broadened to. cover & wider seope and to include
economic considerations, Without tracing the ‘evolutio
entire housing moyement, it may be appropriate to indicate & mum-
ber of reasons for this inereasing scope of governmental participa-
tion in housing matters.

Frovks 1.—THR LEGACY OF THE INDUSTHRIAL BRVOLUTION,
A typical slum area jn Manchester marked fov clearance under the 1930 act.

There is little need to discuss the widely accepted interrelations
between. mSaMtafly housing and social welfare, nor the effect of
erowded, sqialid dwelling acmmmoda,tlons upon the social health of
those w th ‘While there may be a tendency on_the
part of some social reformers to v emphasize these relationships
and to aseribe all the evils solely to bad housing, it is none the less
true that both sanitary and social conditions may be improved by
the provision of decent housing and by the alleviation of overcrowd-
in t is probable that the sor}ial bjéctives are the most widely
'E?d in all guarters as the prime justification of publie housing
ivities.
~ In recent years there has developed a wider recognition of the role
of the ‘housing and home fin eing industry in the national economy,
and of the significance to the national economy of the huge ca) 1taf
investment in residential property. In England for mstancé?
house production has been one of the most imiportant industries




FORMS OF GOVERNMENTAL TARTICIPATION IN HOUSING 3

since the war. House production in 1928 reached a peak of nearly
240,000 units. For the next 5 years the annual house production
was in the neighborhood of 200,000 units. In the year 1934-35 con-
struction activity increased sharply to a peak of 330,000 houses.
The relative importance of the house-building industry can be visu-
alized by comparing the 330,000 units produced in 1934-35 in
England, with a population of approximately 40.500.000, with the
estimated peak production of some 933500 nonfarm dwellings in
the United States in the vear 1925, with a nonfarm population of
about 83,000,000. .

Another measure of the economic importance of the housing in-
dustry in England is the record of loans made by building societies
on house property. Since the war the building societies have been
the major source of funds for the financing of new construction.
While there is no means of determining precisely the amount of
mortgages held by other lending agencies, it is estimated by in-
formed observers that from 80 to 90 percent of all new mortgage
money comes from the buillding societies. The record of their total
investment is contained in the following table (Table 1):

TAaLE 1.—Amount adrvanced on mortgages during the year and amount of
outstanding mortgage loans of building societics in England, 1919-35

Amount ad- Amount ad-
. . Amount . ; N Amount
Year vancedduring ¢ ! Year vancedduring ¢
the year | Outstanding the year | outstanding

58, 664, 684 | £227, 532, 832
74,718,748 { 268, 141, 456
88,767,426 | 316,313, 559
90, 253, 133 | 3060, 176, 859
82,142,116 | 388,377, 535
103, 195, 663 | 423, 512, 027
124, 558, 507 | 476, 205, 394
130,676, 119 | 529, 279, 825

£15,840,961 | £57,865, %67
25,094,961 | ) 68,811,690
19,673, 408 5, 503,123

b s2150,941 | 171,220,815 ||
55,836,003 | 167,748,150 ]

NoTE.—Current rate of exchange for the pound, $4.89125. Al conversions and quotations of current rates
of exchange which appear in the text are as of final quotations of Oct. 27, 1936, on the New York exchange
as listed in New York Times, Oct. 28, 1936.

Source: Seventy-eighth Statistical Abstract for the United Kingdom, 1935, p. 234; Building Societies’ Year
Book, 1936, p. 59.

In Germany the record of investment in real-estate mortgages
since the stabilization of the mark gives some 1dea of the importance
of this form of investment. From 1925 to the end of 1930 it is esti-
mated that about 14 billion marks ($5,630,000,000) were invested in
new construction, of which, 8 billion ($3,217,000,000) were raised out
of public funds.®

The importance of the housing industry in economic recovery has
been widely recognized in England. The steady rise in general busi-
ness activity from the low point in 1932 was accompanied by an
increase in house production.® This is shown on the accompanying
chart (Chart I). Conversely, in Holland, which at present is in a
state of general depression, house construction has practically ceased,
and unemployment in the building trades is widespread. In Den-

h5 %}he;x, :;llg;eph L. The Mortgage Bank. Sir Isaac Pitman & Sons, Ltd., London, 1931,
ch. ., b, 3

¢ See “The Housing Boom”, The Economist (London) Oct. 26, 1935, and Nov. 2, 1935, and
“The Building Boom™, Westminster Bank Review No. 266, April 1936, pp. 3-7.



4 EUROPEAN HOUSING POLICY AND PRACTICE

mark and Norway, which are enjoying favorable economic condi-
tions, the construction industry is busily engaged. In Austria, which
is in a depressed state, construction is at a standstill except for scat-
tered housing projects receiving aid from the State. However, this
last situation 1s as much a result of the withdrawal of the munici-
palities from large-scale production and the existence of rent restric-
tions in Vienna as it is the result of general economic conditions.

Another important factor leading to widespread governmental
participation in the field of housing is the growth of the realization
that the various aspects of the housing problem are closely interre-
lated with each other and intimately bound up with the whole social
and economic structure.

CHART 1.

GENERAL BUSINESS ACTIVITY
AND HOUSE CONSTRUCTION IN ENGLAND
1928 TO 1936

INDEX - NUMBER N
NUMBER INDEX, 1925 =100 THOUSANDS
140 400
120 ) 320

r
/ X
WF\/BUSlNESS acriviry |/ ,/‘/
)4
\\ AN
100 \ A'\M,,‘/// 240

AN 7 -_/‘\HOUSES

/./ N1 CONSTRUCTED

80 160

60 80

o htulutulitalt b bbb b bondat b bbb lon]—
1928 1929 1930 1931 1932 1933 1934 1935 1936

SOURCE:~ THE ECONOMIST (LONDON) ; AND
THE BUILOING INDUSTRIES SURVEY, JUNE 1936.



FORMS OF GOVERNMENTAL PARTICIPATION IN HOUSING 5

House construction, for example, is closely related to the various
controls over land utilization and to considerations of town planning.
Public housing programs should be coordinated with private con-
struction; and the improvement of housing conditions through the
elimination of slums and the abatement of overcrowding is depend-
ent on the adequacy of the existing housing supply, both public
and private. Conditions in the mortgage market are a controlling
influence in the construction and sale of homes by private initiative.
Housing as an outlet for investment funds is of significance to both
large and small investors. The provisions for the security of this type
of investment are of extreme importance to the general economic
health.

Any program which affects one phase of the housing problem must
be correlated with policies relating to all other phases. It would
be impossible for any single private agency to deal with this com-
plicated matter. Only government, supported by an informed and
sympathetic public opinion, can successfully administer a compre-
hensive and correlated policy which is requisite to any substantial
advance in this field. The point of view must be as broad as all
society, and the powers available must be both general and specific.

Two outstanding examples of nations where comprehensive hous-
ing policies have been evolved are England and Holland. The
passage of the 1935 Overcrowding Act 7 in England provided the last
of a full complement of weapons for the improvement of housing
conditions. Methods are now available, or have been available dur-
ing periods when they were needed, for the control of construction
standards, for the control of land utilization, for the improvement
of housing conditions through demolition or repair of individual
dwellings and the clearance and redevelopment of insanitary areas,
for the supply of funds for public housing, for the control of the
mortgage market through the competition of direct lending by mu-
nicipalities, for the assistance of limited-dividend housing societies
and cooperatives, for the abatement of overcrowding, and for the
stimulation of house production under conditions of shortage. This
array of devices was evolved over a considerable period of time ex-
tending for nearly 100 years.

In Holland, on the other hand, virtually the same powers, though
in somewhat different form, were provided in the comprehensive
Housing Law of 1901 and have remained in force up to the present
time. In their application the emphasis has been varied to meet
changing conditions, and minor modifications have been made in
the original act. However, the general high quality of the Dutch
housing and the efficient organization of the l%ome-building and home-
financing industry are witness to the effectiveness of a well-conceived
and comprehensive housing policy administered by the national and
local governments.

An excellent example of the application of broad and coordinated
powers-in the solution of a particular problem is found in the pro-
visions for the redevelopment of blighted areas. This is an important
part of both the English and Dutch legislation. Provision is made
for dealing with large areas as a whole and for the redevelopment

725 and 26, Geo. V, ch. 40.
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of blighted and insanitary districts to create economically productive
areas coordinated with a basic city plan. This may require the dem-
olition of groups of structures, the repair of others, the destruction
of individual units which are either insanitary or obstructive, the
opening of new streets, and, finally, the rebuilding of parts or all of
the district into new housing accommodation or commercial and in-
dustrial structures, all in accordance with the functional pattern of
the city and the established city plan.

European countries have found that the accomplishment of these
ends may require the use of powers of expropriation, and usually
involves the erection of housing by the munictpality or by private
interests. In some cases both the demolition of insanitary dwellings
and the redevelopment of cleared sites may be left to the original
owners. In most cases provision for rehousing of displaced inhabi-
tants must be made, at least in part, in areas outside the limits of the
redevelopment area. In general, this procedure is a complicated one,
affecting many interests and requiring the application of a great
number of separate powers vested in the municipality and the Central
Government. Obviously, no private agency could accomplish these
objectives,

Governmental participation in housing, while continuous and ex-
panding, takes different forms as conditions change and as public
opinion develops. The form has been altered from time to time
in the various countries as a reflection of political and economic
changes or to remedy conditions of long standing which only
gradually became recognized as social evils.

For the most part, early governmental participation in Europe
took the form of various controls over house building and occupancy.
Building codes were adopted to control standards of new construc-
tion, and health regulations were made more stringent and enforced
more strictly. City planning began to be accepted as necessary to the
proper control of city growth. In general, during the pre-war era,
the emphasis was on the sanitary aspects of housing, and the regu-
lations enforced were based upon the police power of the State.

Post-war housing policy in Europe was founded on the need for
stimulating building activity in order to make up the serious housing
shortage resulting from the cessation of construction and the in-
creases in urban population during and immediately after the war.
As the shortage was overcome in the various countries, attention
turned once more to the social and sanitary aspects of the problem.
Private building became more active, and the various Governments
withdrew from the field of middle-class housing. Emphasis was
placed upon the improvement of housing conditions through slum
clearance and the abatement of overcrowding. Assistance in the
construction of houses for the working classes through the lending
of credit on favorable terms became a more frequent practice.
Guarantees by public authorities of loans to housing societies for
the construction of working-class dwellings began to play a more
important part. In several countries, the State and the municipalities
gave assistance in the development of snburban homesteads for the
unemployed and part-time workers.

The effect on housing policy of political change is well illustrated
in England. The Coalition Government in 1926 put into effect a
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TORMS OF GOVERNMENTAL PART]

reduction in the Exchequer subsidy for new construction,* and pro-
wded or urthir raduatm’n to ba eﬁecmzé in 1929.2 Haweltgga fgﬁ:lhe,
1 Wil ! C L TS A 18

Frovry 2-REUMANN HOF, VIENNA.
One of the gidny BuEe B4t eofiplexes HHllE by the eity of Vienna under the Sodidlst regime,

: ’ﬁa the promsmn af ﬁnanmal
aid for snbnrbzm homestead dev pinents.

3Hou$ing Aety {Revxsian of Contributions) Order; 1926, & R. 1926, No. 1586,
? Honsing' Aets (Revision of Contributions) Order, 1928 ;,& Q 1928, No. 1039,
!&Housing evi’siom of € ! V.. o, B

‘- Housing Act, 1930, and. 21 Geeo, V, ch., 59,

% Housing (Fmanei&l Provisions) Act, 15)!:33. 2% and 24 Geo. ¥, ch. 15,
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DECENTRALIZED ADMINISTRATION

Throughout the long history of the housing movement in Europe,
the improvement of housing conditions has been considered primarily
asa local problem. Municipalities early recognized the peculiar char-
acteristics of their own housing situations, the particular manifesta-
tions of blight within their limits, and the special housing needs of
their working classes. These matters were deemed best dealt with
through local action along lines appropriate to the unique condi-
tions. In the early years of public housing activity, it was customary
for the national government to pass special acts upon the request of
individual cities. These enactments provided specific powers for deal-
ing with housing conditions in definite areas. The major purpose
of these legislative grants of power was to give authority to the local
government for the expropriation of property necessary to the
proposed scheme.

After a time, in many countries, certain aspects of housing became
recognized as matters of national concern. In order to facilitate
local action, laws were passed giving certain powers to all municipali-
ties. In the first stages, these powers related to the establishment and
enforcement of sanitary standards and building codes. Later they
were extended, in England for instance, to include powers necessary to
compulsory acquisition, to the treatment of individual insanitary
dwellings, to slum clearance, to the provision of working-class houses,
to the lending of money to persons of low income for the acquisition
of homes, and to town planning.

Tt is significant that at this stage in the evolution of the housing
program the national housing laws were permissive and were not
accompanied by subsidies from the Central Government.

Permissive legislation has some advantages from the standpoint
of the local governments. Where the local conscience has not been
sufficiently aroused, or where the financial condition would make it
difficult to take action in housing matters, there is no coercion on the
part of the Central Government to force unwilling steps to be taken.

It is obvious, however. that the advantage of flexibility associated
with permissive powers has an offsetting disadvantage. If, through
inertia or failure to appreciate the problem, cities do not choose to
exercise their powers, the bad housing conditions continue to exist
n spite of the national policy expressed in the legislation which
should lead to remedial action. Thus, in order to effect a real im-
provement in national housing conditions, it was found necessary to
pass mandatory legislation and to make mandatory the powers which
had been permissive. In effect, the Central Government ordered
local authorities to mend their housing ways, under the threat that if
they failed to perform their duty, the Central Government would
perform it at their expense.

8



DECENTRALIZED ADMINISTRATION 9

In many of the other countries the development of housing policy
followed a course similar to that of England outlined above, and from
the very start was decentralized in administration. In the smaller
countries the most serious problems were in the capital cities, which
contained a predominant share of all urban population. Often pro-
visions of the housing legislation differed as between the capital city
and other communities.*?

In Holland, the Housing Law of 1901 established a scheme of
operation under a national housing policy which has remained vir-
tually unchanged. In this case, the mandatory provisions were in-
cluded in the initial legislation, and the provision of satisfactory
housing accommodation was made the duty of each commune.

It has been pointed out that from the very first the administra-
tion of housing legislation has been local. It has been the duty of
each community to investigate the housing situation within its
bounds, to analyze the problems which exist, and to devise remedial
action. It is true that any plans developed locally are required to
fall within the broad structure of national policy and to receive
specific approval by the Central Government. Kurthermore, technical
advice is available to the local authorities, and, in many cases, finan-
cial aid is provided. The State recognizes that broad guiding prin-
ciples must be laid down for local authorities in order to insure a
consistent policy, and that technical assistance and financial aid
may be necessary, particularly for the smaller and weaker cities.
It is the custom, however, to allow considerable latitude in the local
adaptation of national policies and to place the responsibility on
the municipal governments for initiating the various attacks upon
local housing problems. Even though loans, grants, or guarantees
are made by the Central Government, some financial responsibility
is generally placed on the local authorities. In many cases, each
grant by the State must be matched by an equal grant on the part
of the local government. Joint guarantees of private loans are
occasionally used. It is customary for the municipalities to act as
the distributing agents for credit advanced by the Central Govern-
ment for housing purposes.

In most countries, a further decentralization in the administering
of housing policy is characteristic. Public utility societies and hous-
ing cooperatives form this third step. The local authorities keep a
guiding hand on the operations of the housing associations, lease
public land for their development, provide them with funds either
through direct loans or the guarantee of mortgages, and, in some
countries, acquire their properties at the expiration of the lease or
when their loan is paid off.

Only in a few cases has the Central Government attempted direct
housing operations. In spite of the provision in the laws that the
failure of any local authority to provide proper housing will lead to
direct action by the State, this action is rarely, if ever, necessary.
In the first place, sufficient guidance is available to the various local-
ities in the analysis of their problems and the development of a
practicable plan which conforms to existing policy. Furthermore,

3 Especia_lly in countries like Austria and Denmark, where a major portion of the
population is to be found in the metropolitan area of the capital city. See Housing Policies
in Europe. International Labour Office, Geneva, 1930.
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sufficient financial aids are provided where needed to induce volun-
tary action. Finally, the local authorities prefer to retain as much
control as possible in the solution of local problems and the admin-
istration of local affairs in the field of housing as well as in all
other fields.

As an example of the relationship between the State and the local
governing bodies in the administration of housing matters, the ad-
ministrative organization in England may be examined.**

" Photograph from K. A. BJs Boligboy.
FiqUrE 3.—LIMITED-DIVIDEND HOUSING IN' COPENHAGEN.

At the top is the Minister of Health, who is a cabinet. member and
head of a Government department whose functions embrace general
supervision over all the activities of local authorities, all matters of
public health, and the responsibility for the operations of all laws
relating to housing and town planning. The powers and duties of
the Ministry of Health as they relate to housing may be summarized
as follows: , )

1. General supervision—~General supervision is exercised over all
the housing activities of the local authorities. The Minister may
require reports on local conditions and the preparation of proposals
for dealing with the problems which are found to exist.

2. Duty of making regulations—The Minister draws up the neces-
sary forms and regulations for administering the various housing
acts. Model bylaws establishing regulations and standards are pre-
pared for adoption by the local authorities. '

3. Confirmation of action of local authorities~The Minister must
sanction, approve, or confirm all important actions taken by the local

g ;z%wm' Stewart. Housing Administration, Butterworth & Co., London, 1935, pp.
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authorities under the housing acts. For example, clearance and com-
pulsory purchase orders require confirmation. Sanction must be
given for acquiring land or borrowing money for housing purposes.
Approval must be given to the lay-out of housing estates developed
by local authorities, to building plans, to specifications, and to pro-
posals for rehousing displaced persons.

4. Public local inquiries—Public inquiries; where appeals are
lodged against clearance or compulsory purchase orders, must be
held under the authority of the Minister.

5. Action in case of default by local authority—When local au-
thorities fail to carry out their duties under the housing acts, the
Minister has the power to order the necessary action to be taken by
the local authority. If the work is not performed, the Minister may
exercise the powers of the local authority and may charge all ex-
penses to it. Power is also given to withhold all State contributions
from the defaulting authority.

It is the function of the various local authorities to initiate action
under the housing acts, to prepare plans and programs for approval
by the Minister, and actually to carry on the work. There are a
number of different political subdivisions which have certain duties
in relation to housing. These are county councils, county borough
councils, non-county borough councils, urban district councils, and
rural district councils. These are all called local authorities.

Local authorities are charged with the responsibilities relating to
the inspection of houses, the enforcement of housing bylaws, the
planning and execution of schemes involving redevelopment areas
and rehousing, the treatment of individual unfit houses capable of
repair or suitable for demolition, the making of housing surveys at
the request of the Minister, and the keeping of housing records.

In the larger cities housing departments are set up in the local
governments to deal with all matters relating to this activity. A
typical organization is found in Manchester.’>  The housing depart-
ment is under the supervision of the housing committee of the city
council. The department is headed by a housing director and di-
vided into sections responsible for planning, construction, and man-
agement. The inspection of housing is under the direction of the
medical officer of health who is appointed by the council, but cannot
be dismissed without the consent of the Minister of Health.

In Birmingham there is no housing director. Activities are car-
ried on under the control of the council’s housing committee by the
city engineer and surveyor, who is responsible for town planning and
the design and execution of housing schemes, and the estates depart-
ment, which manages all municipal housing estates. The medical
officer of health conducts the housing inspections.

The almost universal application in Europe of the principle of
local administration of national housing policy leads to the con-
clusion that it has proved to be the most effective method.

15 How Manchester is Managed. DPub. by the city of Manchester, 1935, pp. 133—44.



Parr III
DEVELOPMENT OF FINANCIAL ASSISTANCE

Direct State subsidy for housing purposes is mainly a post-war
phenomenon. During the early days of the housing movement there
were some cases of indirect financial aid through the provision of
mortgage money at low rates; and a few cases of State subventions
for slum clearance schemes. In general, however, the widespread
use of direct State aid was a part of the attempt to overcome the
carly post-war housing shortage.

Governmental participation in housing in pre-war Europe for the
most part took the form of scattered legislation directed at special
problems. In most countries, the emphasis was upon the improve-
ment of housing conditions among the lower-income groups and re-
lated to the establishment of standards of construction and the
elimination of insanitary conditions which had arisen as a result of
uncontrolled building during the previous century.

Certain municipalities made progress in slum clearance operations,
In some cases assistance was given to the working classes in order
to aid them in attaining home ownership, or in procuring better
housing accommodations through the medium of cooperative hous-
ing societies or public utility societies. Municipalities were em-
powered to adopt comprehensive city plans in order to control urban
development. In some countries local governments made direct
loans to persons of small means for the acquisition of homes. In
general, the objectives of the various measures taken were to im-
prove the conditions of those who were badly housed and to alleviate
the ills which were beginning to be recognized as associated with in-
adequate and insanitary dwellings.

B R LR

FIGURE 4-—PLAN OF FLAT IN LIMITED-
DIVIDEND PROJECT, COPENHAGEN.

This is in a walk-up building and rents for
$12 per week.

The war interrupted these activities in all the nations, in both
the participating and the neutral countries; and at the cessation of
hostilities, there existed throughout Europe a chaotic situation in

12
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housing and an alinost complete disorganization of the construction
industry. In France and in the other nations actually within the
arena of the war, the immediate problem was the reconstruction of
the devastated areas. In England and Germany a confused condi-
tion existed in all private industry, including the building industry
whose activities had completely lapsed during the war. In the non-
combatant countries, such as Holland and the Scandinavian nations,
all energies had been turned toward the production of war materials,
and residential construction from 1915 to 1918 had come to a stand-
still. Consequently, the cessation of hostilities in 1918 found every
nation in Europe facing a severe shortage of housing accommodation.

During the years of the war and immediately thereafter rent re-
striction regulatlons were made necessary in almost every country by
the pressure of demand for the existing accommodations and by the
fact that the disorganized state of the building industry greatly
retarded the erection of new houses. The unfavorable conditions in
the industry and a shortage of materials led to high building costs.
This situation. together w with the shortage of houses, would have
caused the level of rents to mount at an alanmng rate. In order to
prevent the exploitation of tenants, it was necessary for the several
governments to restrict rents,

Although these restrictions were gradually removed during the
next few years in most countries, it was some time before there existed
a sufficient inducement to private industry to undertake the construc-
tion of houses on a large scale. The high costs of construction and
the restriction of rents following the war made it impossible to secure
a reasonable return on new house construction. Since there was no
inducement for private interests to effect a reorganization of the
industry and expand operations to meet the need every European
government was forced to introduce artificial stimuli in the form of
subsidy or other modes of assistance. Naturally this practice in-
volved a heavy social cost, but this cost could not be avoided in the
face of the lack of 1ment1ve and the helplessness of private industry.

In England, the major device for effecting a rapid inerease in
house productlon was direct subsidy by the Central Government
through the agency of the local authorities, This form of assistance
was first made available by the Acts of 1919 and was changed in
form by the subsequent Acts of 192317 and 1924* The subventions
were made available to municipalities, to public utility societies, and
to private builders for the construction of housing.

The 1919 Acts provided for a subvention by the Exchequer which,
in the case of buildings erected by local authorities, was equal to all
Josses assumed by the local authorities after deducting a contribu-
tion consisting of the proceeds of a local real-estate tax of 1 penny
per pound of assessed valuation. A lump sum subsidy was offered
to private builders. This scheme for subsidizing local authorities
proved so costly to the Central Government it was dropped after 2
years, and in 1923 an act was passed changing the basis of contribu-
tion to a flat annual amount of £6 ($29.35) per house for 20 years.
The 1924 Act was designed to encourage the construction of houses

i¢ Housing, Town Planmng ete. Act, 1919 9 and 10 Geo. V, ch. 35. Housing (Additi-
tional Powers) Act, 1919. and 10 Geo. V, ch. 99.

17 The Housing, etc Act, 1923, 13 and 14 Geo. V, ch,

8 The Housing (Financial Provisions) Act, 1924. 14 and 15 Geo, V, ch. 35.
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for rent and increased the State contribution for houses of this class
to £9 ($44) a year for 40 years.

The various schemes of subsidy in England were effective in
stimulating the production of houses at a rate never before attained
in the British Isles. Table 2 indicates the annual production of houses
during the post-war period, and shows the number of these dwellings
built with State assistance. It was not until 1933 that subsidies to
encourage construction were finally withdrawn.

TABLE 2.—Number of houses built in England and Wales by local authorities
and private enterprise, with and without subsidy, 1920-36

]
, Local authorities Private enterprise
Year ending Maur, 31— Total
With Without With Without
subsidy subsidy subsidy subsidy
2,981,417 836, 461 24, 587 422, 926 1, 697, 443
576 (1) 139
159, 957 15,126 ) 12,964 230, 000
80, 864 () 20, 288

92,024 57, 906 [ 10,318 123,800

86, 217 14, 360 ) 4,311 67, 546
136, 889 20,624 O] 47,045 69, 220
173,426 44,218 O] 62, 769 66, 439
217, 629 74, 093 O] S 63, 850
238,914 104,034 (1) 74, 548 60, 332
169, 532 55,723 m 49, 069 64, 740
202, 060 60, 245 11,605 50,124 90, 086
183, 807 52,514 3,360 2, 565 125, 368
200, 812 67,576 2,485 2,333 128,418
200, 496 54, 566 1,425 2,493 142,012
266, 622 53,873 1,967 2,913 207, 869
329, 106 34,423 7,170 1,139 286, 374
323,926 45,740 6, 575 222 271,389

! Included in *‘Private euterprise without subsidy."”
2 Estimated for period Apr. 1, 1919, to Sept. 30, 1922,
3 For 6 months only.

Source: Sizteenth Annual Report of the Ministryof Flealth, 1934-35, p. 296. ‘‘Housing, Positionat 31st Mar.,
1936"’, Ministry of Health, p. 7.

In Germany the situation in the construction industry was further
complicated by the currency difficulties. One of the most serious
problems following the devaluation of the currency was the im-
possibility of securing second-mortgage loans. Furthermore, the
proportion of the value of the house which could be borrowed on
first mortgage was less than in pre-war times. Thus it became neces-
sary for the Government to enter the field of home financing and to
supply second-mortgage money at low rates. The rates actually
offered were 1 percent interest with 1 percent per year amortization.
In order to accumulate the necessary funds for this purpose a tax was
placed upon the rent of existing houses. This had the effect of divert-
ing to the national treasury a certain portion of the increased rent
which accompanied the gradual relaxation of the rent-control
measures, as well as a portion of the savings to tenants resulting from
rent restrictions. It was the intention that the second-mortgage
loans made from these funds should be directed particularly to tﬁe
stimulation of the production of houses for the lower-income
groups.*®

1 See Fleischmann, Julius. “Financing of Low-Rent Housing in Germany.” The Jour-
nal of Land and Public Utility Economics, vol. XII, no. 2, May, 1936, pp. 120-125.
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Other forms of assistance to the building industry in Germany
were the guarantee of loans, the supplying of direct subsidies, and
the granting of temporary loans during the construction perlod.
However, these measures were of small importance in comparison
with the lending on second mortgages out of the funds accumulated
from the rent tax. The granting of exemption from taxation was
also utilized to some extent, particularly with respect to building
by the public utility organizations. House production in Germany
in the post-war period 1s shown in the following table (Table 3):

TABLE 3.—Number of dicelling units added in Germany, 1919 to 1935

New con- : New con .
Year Total stonction | Alterations } \ Year Total stonction | Alterations
Tetal. | 3,621,815 ) 3,016,883 604, 932 bagor . 306, 834 284, 44 22,390
1928_.. - 330, 442 306, 825 23,617
1919 ... 60, 861 35, 596 25, 265 338, 802 315, 703 23,099
108, 307 3 32,379 330, 260 , 933 22,327
141, 458 108, 596 32,902 251, 701 231, 342 20, 359
154, 970 124,273 30, 697 I 158, 121 131, 160 27,961
125, 940 100, 401 25, 539 202,113 132, 870 69, 243
115,376 94, 807 20, 569 319, 439 190, 257 129, 182
191, 812 164, 437 27,375 263, 810 213, 227 50, 583
220, 529 199, 084 21,445

Source: ‘‘Leistungen und Aufgaben im Deutschen Wohnungs-und Siedlungsbau’’, by Walter Fey, p. 13.
Published by Hanseatische Verlagsanstalt Hamburg, Berlin, 1936.

In Sweden the situation with respect to the construction industry
was less serious than in many of the other countries. It is true that
a shortage existed at the end of the war and that it was necessary
to enforce rent restriction provisions for a few years. However, with
the help of the subsidies introduced in 1917 and removed at the end
of 1922, and with the provisions for second-mortgage loans by the
Government beginning in 1919, it was possible to reestablish the
building industry and partially to offset some of the effects of the
increase in construction costs which characterized the situation. An-
other form of assistance was the provision of land at low cost by
the municipalities. A summary of construction activity during this
period in Sweden is given in the accompanying table (Table 4) .

The various forms of assistance given by the European govern-
ments to house production during the early post-war years resulted
in a reorganization of the construction industry and a rate of pro-
duction which gradually overcame the existing housing shortage.
However, the effect of these policies did not extend very far into
other fields of housing reform. They did not result in any important
alleviation of slum conditions, nor did they succeed in overcoming
in most of the countries the serious overcrowding which existed
among the lower-income groups. There was no appreciable reduc-
tion in the rent level by reason of an increase in the supply of hous-
ing. Furthermore, the houses which were constructed with govern-
ment aid were not generally rented at rates which fell within the
reach of the lower-paid worﬁing groups.?® This is illustrated by the
rents which were charged for public housing built with Government

20“A National Housing Policy”, Report of the National Housing Committee, 1934 :
“Report of the Interdepartmental Committee on the Rent Restrictions Acts”, Ministry of
Health, July 1931 (cmd. 3911), pp. 22-23,
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ald in England. Before 1930 rents in municipal housing estates
ranged from 13 to 15 shillings ($3.20' to $3.70) per ‘week, while the
10%921'5151)@2?1& groups could not pay more than 7 to 9 shillings: ($1.70
to $2.20).2

Tantw 4—Number of dibelling units condtriucted in wibon dreas in Sweden,
4917 0 193k

Yoat b | Tocar | GO0DSE | rngugte | Private
Total Btate: | muthoris ing soci sl unders{ enter-
- ties | PEIE | akings | prise

4,814 | 180, 568
o 2,342
! :f% 248
4347 2,818
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Although it was expected in some quarters that the relief of the
housing shortage would be accompanied by a filtering up process of
the most badly housed families into better grades of accommodation,
this was evidently not the case in most of the countries.?* At the
end of the decade the slum conditions which were present at the end
of the war were still in existence. In fact, the situation had be-
come aggravated in many cities. Overcrowding was still rife, and
most of the problems associated with inadequate housing remained
unsolved.? )

At this time a gradual change in the emphasis in housing policy
took place. The objectives which had actuated governmental par-
ticipation in housing in the pre-war period regained prominence, and
the social aspects of housing were given more consideration. As a
result, greater emphasis was placed upon the improvement of housing
conditions through the clearance of slums and the repair or demoli-
tion of individual insanitary houses. Furthermore, financial assis-
tance of housing was directed mainly to the provision of houses
for the lower-income groups. In many countries this was done
primarily through the agency of public utility housing societies and
cooperatives. The most common form of assistance was the guar-
antee of loans by municipalities or by the Central Government.

As has been suggested, the various provisions for stimulating house
production designed to overcome the post-war housing shortage were
gradually withgrawn. By the end of the 1920’s sufficient housing
accommodations existed in most countries for the middle- and upper-
income groups at rents which reflected a reasonable return on the
current cost of production. Rent restriction provisions were gradu-
ally withdrawn, and the several Governments no longer found it
necessary to continue the measures designed to stimulate production.

Another cause of the withdrawal of direct subsidy was the heavy
financial burden which it entailed. This is best illustrated by the
English experience, where the greatest dependence was placed on this
kind of aid in the stimulation of house production. It will be recalled
that the subsidies established in 1923 and 1924 were discontinued in
1933. It was pointed out that private initiative was producing a large
volume of housing accommodation without assistance—128,000 units
out of a total production of 200,000 units in 1932—and that the
price at which houses privately constructed could be sold or rented
had been substantially reduced so that the working classes were
being partially served. Finally, the high cost of subsidy was urged as
a prime reason for its abandonment. It was, nevertheless, agreed
on all sides that Exchequer contributions for slum clearance opera-
tions were well justified.

Those who opposed the discontinuance of subsidy for new con-
struction denied that the working classes were being supplied with
privately built houses at prices which they could afford.” Further-
more, it was held that a shortage of sanitary and acceptable housing
still existed; that with building costs at low levels, it was possible
to provide for the working classes in public housing with the aid of
a subsidy; and that overcrowding must be overcome by providing

22 See Part 1X.
® See “A Policy for the Slums"”. report of a special committee of the National Housing
and Town Planning Council. P, 8. King & Son, Ltd., London, 1929,
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enough new houses before a substantial share of the existing supply
could be demolished through slum clearance.

While the results of the program of subsidization may be praise-
worthy, it is necessary to inquire as to the cost of this program
to the Nation. These costs comprise the expenditures of both the
Central Government and the local anthorities.

First floor, Necond floor.

FIGURE 6.—TYPICAL PLAN IN ENGLISH MUNICIPAL HOUSING.
A 3-bedroom parlor house in Liverpool. Construction cost was $2,200, and the rent is
$4.00 per week.

The annual pavments of the Central Government under each of
the acts since 1919, up to March 1936, are given in Table 5. The
total sum paid out amounts to over £164,000,000 ($802,165,000). These
payments have risen from £20455 ($100,051) in 1919-20 to £13,-
997,553 ($68,465,531) in 1935-36. Each year has seen an increase
except 1923-24 and 1925-26, when there were slight decreases. The
cause of the increases, of course, is that the number of houses sub-
sidized has increased each yvear. The rate of increase, however, has
declined since the refusal of new commitments under the Acts of
1923 and 1924. New commitments will arise only from the Acts of
1926, 1930, and 1935.

TABLE b.—Amount of subsidies paid by the English Gorvernment each year from
1919 to 1936, on account of houses built undcr various post-war housing acts

Act under which contribution was made

Year i
1919—Ad-

Total 1919 ditional 9 | e |192830d

powers

1930

Total.___] £164, 489,622 | £102, 882, 564 | £9, 448,156 | £22, 629,006 | £28, 288,852 | £77, 450 ‘ £1, 113, 504

1,006 |. .-
13, 997, 553 3, 2, 501, 768

Norte.—Current rate of exchange for the pound, $4.89125.
Source: Seventeenth Annual Report of the Ministry of Health, 1935-36, p. 252.
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No major decline in these annual payments may be expected until
the period of subsidization has expired. The shortest period was
established in the Act of 1923 and extended for 20 years. In 1943,
therefore, the payments under this act will begin to decrease. The
Act of 1924 established a period of 40 vears. Payments under this
act, therefore, will not materially decline until after 1964, The Act
of 1919 established a period of 60 years. But payments under this
act may decline as a result either of a rise in rents or a fall of
interest rates, either of which would operate to reduce the loss to
local authorities which built under the act. Further reductions may
vesult from the sale of houses built under this act. Any decline from
these causes, however, is likely to be small: no major decrease may
be expected. therefore, until about 1980.

The costs of this program up to the present, then, represent only
a small portion of the total liability of the Government. It is not
possible to ascertain this liability accurately, but the results of esti-
mates that are as accurate as can reasonably be made ave given in
Table 6.

Estimates for purposes of this table have been calculated as of the
date of each commitment. Grants are. therefore, assumned to con-
tinue for 60 vears under the Act of 1919, for 20 vears under the Acts
of 1923 and 1926, and for 40 years under the Acts of 1924 and 1930.
The average of annual grants from 1929 to 1933 under the Act of
1919 was assumed to be the constant annual contribution of the Ex-
chequer under that enactment. The Act of 1930 estimates assumed
the minimum grant per person for the regular term of 40 vears.
Upon these bases a total of £663,587.936 (%3.247,241,867) has been, or
will be, paid as a result of commitments made under all acts before
March 31, 1936. Of this sum, a total of £164.489.622 ($804,559.863)
had already been paid before that date. The total subsidy to be
paid amounts to over £517 ($2,529) for each of the 1,262,831 houses
assisted by the Exchequer.

These payments extend. however. over a period varying from 20
to 60 years from their origin. They represent, therefore, future
liabilities whose worth at the time of commitment is much less than
the total of all the pavments. This value is given also, in connection
with the houses built under each of the acts, in Table 6. Assuming
an interest rate of 3 percent,** the present value of those future pay-
ments is £348,684,962 ($1,7035.505,320). The total present values of
all commitments amount to £276 ($1,350) for each house subsidized,
or only £17 ($83) less than the average cost of ordinary non-parlor
houses built by local authorities during 1934-35.

A very large part of this stupendous cost, however, is due to the
abortive policies adopted in the Act of 1919. Although this act pro-
duced only 174,635 houses, it had cost the Government, up to March
1936, £102.8%2,564 ($503,224,342), or an average of about £589
($2,881) a house. Since the act provided for the assumption of all
loss except the product of a penny rate for 60 years, the payments
have only begun. Total future paymnents under the act are esti-
mated at £299.615,705 ($1,465,495.317). The total obligation of the
(Government as of the date of commitment for these 174,000 houses

2#If a lower interest rate iz ussumed, the present worth of the liability would be in-
creased ; and if a bigher rate, it would be diminished.
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is estimated at £185,638,520 ($£908,004,411), or £1,063 ($5,199) per
house. Whatever may be said regarding the necessity for adopting
measures in 1919 that would produce houses regardless of cost, it is
perfectly clear that the abandonment of the plan was necessary to
prevent a major financial calamity to the Exchequer.

TABLE 6.—Exzpenditures and ecstimated commitments of the Ewxchequer under
rarious English housing acts, 1919 to 1935—Terms of grants, housecx con-
structed. outlay to Mar. 31, 1936, total eventual outlay, and present value of
erentual outlay as of the datc of commitments

Present value
. Total even- M
Act Term of grant Illeot;le;f*]ebbceof(l?r‘e Outlar to | tual outlay e\'e(;nrt{;)atl“lut-
gra ‘I)V[ar 3t 1938 |Mar-31,19361) under com- | 0T 1 ger-
i mitments ? it
cent interest ?
Total o ooii |arcemmcmcaeccemce e 1,262, 831 | £164, 439, 069 | £663, 887,936 | £348, 684, 963
Act of 1919, __.._._.__ Unlimited loss, 60 174,635 | 102,844,435 | 402,460,140 | 185,638, 520
years.
Act of 1919 (addi- } Lump sum, £242 .. 39, 186 9, 468, 156 9, 498, 156 9,498, 156
tional powers). .
Actof1923.._..._.... £6,20 years.......-... 312, 555 } 22 602 328 { 37, 506, 600 27,900,175
.| £4, 20 years. ... 125, 492 L 10, 039, 360 7, 468, 014
£1210s., 40 years..._.__ 9, 360 680, 000 2, 704, 429
ﬁ{l)l,qéo 'y‘ears .......... 22,378 28,181, 236 9, 846, 320 5, 6§9, 882
40 years_ .. _...... 144,093 51,873,480 29,976,092
£7 10s., 40 years..... ... 344, 467 103, 340, 100 59, 717, 071
-1 1% contribution of local 10, 054 79,076 3 440, 000 327,304
authority, 20 vears. -
Act of 10304 .___.__. £2 5s. per person, 40 | 880, 611 1,233,838 | 34,203,780 19, 765, 314
years. |
ACE O£ 1935 8. ome| oot 5 ______________________________ SO E——

! Including estimates by National Housing and Town Planning Council of payments for 1935-36, in
Facts and Figures, Apr. 1936, p. 5.

1 Arbitrary estimates of distribution of houses eligible for £6 and £4 grants under Act of 1923 and for grants
of £1210s. and £9 or for £11 and £7 10s. under the Act of 1924 were made for the year 1927-28, when
there were changes in the amounts of subsidies.

3 Based on estimated contributions in Facts and Figures, April, 1936, p. 5. .

.4 The Act of 1930 provided for increased contributions for rehousing in agricultural parishes or on urban
sites of high value. Calculations, however, have been based on the minimum contributions, since no data
about the distribution of these commitments are &vailable.

§ 380,042 persons rehoused. .

$ Only 18 houses had been provided under the Act ol 1935 before Mar. 31, 1936. No contributions have
been reported.

Norte.—Current rate of exchange for the pound, $4.89125.

The Acts of 1923 and 1924, on the other hand, have not brought an
insupportable burden. The present value at the time of commitment
of all grants promised by the Exchequer under these acts is esti-
mated at £133,455,668 ($652,765,036). Since over 950.000 houses were
built under this legislation, the estimated value of the average com-
mitment per house was less than £140 ($685). This sum, however,
represents more than a third of the present cost of building these
houses. It is yet too soon to estimate the burden that may arise from
the operation of the Act of 1930. Up to 1936 future commitments to
the amount of £34,203.780 ($167.299,239) had been made in respect
of 80,611 houses. The Act of 1926 has not yet resulted in the build-
ing of many houses, and it probably will never result in a serious
burden. No prediction is possible concerning the ultimate burden
of subsidies under the provisions of the Housing Act of 1935.

To the sums expended by the Central Government for the con-
struction and improvement of houses must be added the subsidies or
deficits incurred by local authorities in promotion of housing or in
actual construction. Table 7 presents figures for years from April
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1, 1919, to March 31, 1934. During this period local authorities ex-
pended out of the local rates a total of £29,378592 ($143,598,040)
either in subsidizing other builders or in sustaining losses on their
own houses. Estimating these expenditures for the years 1934 to
1936, the total of local authority expenditures from the rates and
the £164,489,622 ($804,5659,863) paid by the Central Government be-
fore March 31, 1936, represents a cost to the public of about
£200,000,000 ($978.250,000).

TABLE 7.—Conziruction, receipts, and indebhiedness of local authoritics on aecount
of housing in England and Wales, 1919-3}

t
! Receipts on account of housing .
Outstanding
Number
. loan debt
Year Othhoilses F ¢ F G on account
uilt @ y rom rents, rom Govern- )
Total interest, etc. From rates ment grants of housing ?

3765,625 | £378,093,272 | £223,644,502 | £29,378,592 | £125970,178 | . _.__......
576 1, 488, 599 911, 202 574, 665 2,732 | £19,219, 636
15, 585 4,315,332 2, 308, 942 1,231, 341 775, 049 822, 937
80, 783 10, 214, 212 4,374, 091 1, 106, 836 4,733,285 | 171,888, 583
57, 535 14, 630, 907 8, 682, 546 863, 237 7, 085, 124 191, 901, 821
14, 353 16, 326, 992 8, 041, 042 836, 485 7,449, 465 199, 451, 481
20, 624 18, 083, 062 9, 306, 950 1, 286, 095 7,490,017 | 219, 485, 147
44,218 21, 281, 646 11, 696, 575 1, 715, 267 7,869,8C4 | 260,619,212
74, 093 286, 166, 825 15, 318, 526 2,304,615 8,545,684 | 319,804,159
104, 034 32, 186,422 19,977, 279 2,334, 22 9,874,922 | 382,703,076
55, 123 36, 614, 952 23, 518, 447 42,422,284 10,674,221 | 416, 882, 118
6G, 245 35, 109, 556 21, 131, 915 2, 638, 051 11,339,590 | 444, 693, 787
55,874 37,967,323 22,909, 545 3, 146, 655 11,011,123 | 472,879,424
70, 081 40, 076, 408 24, 660, 715 3,075,940 12,339,753 | 497,373,052
56, 081 41, 758, 678 25, 962, 496 3, 064, 780 12,731,402 | 513,982, 786
55, 840 42,772,358 26, 846, 231 2,778,120 13,148,007 { 515,818,469

1In years following 1933-34, local authority building was as follows: 193435, 41,593
1935-36. 52,325. The respective percentages of houses built without Exchequer subsidy
for these years were: 14.4 percent and 12.6 percent. .

2 Including debts for town planning and for Small Dwellings Acquisition loans, .

3 This total includes unsubsidized building bg local authorities after Oct. 1, 1929. No
data are available for previous years.

¢ Figures for 1928-29 and preceding years were calculated on a slightly different base
from succeeding entries. No invalidating differences result.

Note.~Current rate of exchange for the pound, $4.89125.

Source : Seventy-eighth Statistical Abstract for the United Kingdom, 1933, pp. 47, 184,
188, 190, 196. 198, and 199. Annual Reports of the Ministry of 'Health, for 1932-33,
p. 300; for 1933-34, p. 348; for 1034-35, p. 31¢; for 1935-36, p. 270.

The volume of actual receipts and expenditures by local authori-
ties for housing purposes is shown in Table 7. Receipts from rents,
interest on Small Dwelling Acquisition loans, and other sources, not
including Exchequer grants and contributions from rates, were
£223.644.502 ($1,093,901.170) between 1919 and 1934. This amount
added to the Exchequer grants and rate contributions for the same
period shows total receipts of £378,993272 ($1,853,750,842) prior to
March 31, 1934. During this same time local authorities constructed
765,625 houses. DBetween October 1. 1929, and March 31, 1936. 25,000
units were built by local authorities without Exchequer assistance.

Local authorities have been empowered to borrow from the Public
Works Loan Commission or through the issne of local bonds for
purposes of housing, town planning, and loaning under the Small
Dwellings Acquisition Aects. The outstanding loan debt of local
authorities for these purposes has increased from less than £20,000,000
($97,825,000) in 1919-20 to £515,818,469 (%2,522,997,086) on March
31, 1934,
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It is very difficult to estimate the probable future expenditures of
local authorities for housing or even to estimate the extent of future
costs of commitments already made. The burden on the local rates
of dwellings constriicted under the Housing Acts of 1919, 1923, and
1924 may vary appreciably with changes in the yield of a penny in
the pound rate, with the current cost of money, and with the fluctu-
ations in vent levels. The amounts of commitments under thée Acts
of 1930 and 1935 are fixed in both termi and amount, but activity
under both of these acts is still in initial stages.

It is pertinent to note that local authority expenditures for houses
built under the Act of 1923 will decline to zero during the years 1943
to 1950, Expenses in connection with houses built under the Act of
1924 will probably not diminish appreciably before the 10-year pe-
riod beginning in 1964. These expenses may <continue for another
20 years or more after that time. Costs for Act of 1919 houses will

F1cuER 7—TWOQ-BEDROOM MAISONETTH FLATS.
Fach unit in these publie flats rentr at about $1.75 per ‘week.

continue until after 1979, and those for houses built under the 1930
Act will continue until from 40 to 60 years after the completion of
the subsidized dwellings, No material diminution of the cost of

resent commitments of local authorities, therefore, may be expected
ge,fOre 1965 At thé same time expenseg are increasing as a result
of unassisted building for renting by local authorities and of com-
mitments being made currently under the Acts of 1926, 1930, and
1935,

The general withdrawal of direct subsidies for encouraging con-
struction has not meant an end to financial aid by the State. The
Slum Clearance Act of 1930 is implemented with an Exchequer sub-
vention based on the number ‘QF persons rehoused, and the 1935
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Overcrowding Act likewise provides State aid on the basis of the
number of dwellings constructed. In other countries, such as
Holland, direct State aid is provided for slum clearance operations.
On the Continent, however, indirect financial assistance for working-
class housinfg is the currently predominating form of participation
by both the central and local authorities. ;

Many of the current methods for aiding low-rent housing through
the lending of governmental credit have been in use for some time.
In almost every country aids of this kind were used to abet direct
subsidy in overcoming the post-war shortage. With the withdrawal
of subventions, the indirect methods have survived and additional
devices have been introduced.

In Germany the guaranteeing by municipalities of advances made
to housing sociéties of various kinds is becoming a more frequent
practice. Under the policy of the present government, both munici-
palities and the Réich are making a practice of extend’ing long-term
loans at low interest rates or of guaranteeing loans from private
sources to assist societies interested in the construction of low-rent
housing. In many cases the Reich gives this form of assistance to
municipalities. :

In Sweden, in order to provide a permanent solution to the prob-
lem of second-mortgage loans, a bank was created for the purpose
of making such loans under State supervision. This bank is organ-
ized on a cooperative basis with local associations established by
individual borrowers. The bank borrows through the issue of de-
bentures and is supported by a State grant of 30,000,000 kroner
($7,566,000) for capital and reserve, Loans are granted up to 75 per-
cent of the building cost.

A growing practice in Denmark is the guarantee by the munici-
pality of loans made by private lenders to cooperatives and limited-
dividend companies. In most cases, a first and second mortgage will
be secured in the usual way, with the city either guaranteeing the
third mortgage, or advancing the funds on the security of a third
. mortgage. .

In 1933, Denmark adopted legislation providing for the alloca-
tion of 30,000,000 kroner ($6,552,000) for lending for house construc-
tion. The act expired in 1936, but up to January 1 of that year

,000,000 kroner ($5,460,000) had been advanced. The following
table (Table 8) indicates the use of this fund:

TasLE 8.—Advances by the Danish State under the Act of 1933

Outside
Purpose hagen and

To municipalities. . __ el
To ding societies._ - ... o .o . .
To persons building with 2 apartments
To persons buil l-agartman
To private persons ing “lxic obthets
'or imp t of pub

Notz.—Current rate of exchange for Danish krone, $0.2184.
Source: Unpublished report.
108333—37——3
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Financial assistance for low-rent housing in Norway 1s mainly
through the guarantee of advances by the municipalities at the pres-
ent. It is true that some second-mortgage loans are made. Further-
more, the Small Holdings & Dwellings Bank, a State institution,
advances both first and second mortgages to persons of small means
for the acquisition of homes. Second mortgages must have the
guarantee of the municipality.

The balance sheet of this financial institution is given below for
the year 1933. The total amount of loans granted in 1932-33 was
13,620,000 kroner.

Taprx 9.—S8mall Holdings & Diwellings Bank balance sheet, 1938 (in kroner)

ASBETS TIABILITIES
Loans granted in rural Capital _________________ 23, 000, 000
communes. .. - ___ 180, 712,000 | Bonds issued_..____.______ 114, 300, 000
Loans granted in towns__ 24, 953, 000 |Other liabilities__________ 96, 099, 000
Interest duwe___ . _______ 8, 075, 000
Deposits with other banks_. 2, 265, 000
Cash in hand.___________ 48,000
Government securities___- 15, 000, 000
Other assets__.___.__._____ 2, 346, 000
233, 399, 000 233, 399, 000

Norm.—Current rate of exchange for Norwegian krone, $0,2459.
Source : International Survey of BSocial Bervices, 1933. International Labour Office,
Geneva, 1936, p. 569.

The following table indicates the extent of financial assistance b
public authorities in Norway from 1914 to 1928. The nonrepayable
advances were mainly granted in connection with the early post-war
measures. No such grants are now available.

TapLE 10.—Exient of assistance by local authorities toward consiruction of
dwellings by housing societies and private persons in Norway belween 191}
and 1928

Amount of grants Dwellings assisted
Type of assistance 5 "
com- com-
5 towns ‘munes 5 towns munes
To joint stock companies; Kroner Kroner :
Credit guaran 61, 100, 000 61, 200, 000 4,142 4,160
Nonrepayabile advances. . 24, 300, 000 24,400,000 .. . cofeceicnnan
To oooperative housing societ
guarantees.._...... - 5, 500, 000 8, 200, 000 653 791
Nonrepayable advances 2, 500, 3,200,000 Jocoooooefomeiaaae
To private persons:
Credit guArantees. .. ..o - ocoococooneocmooacana- 13,100,000 | 1?17, 300,000 2, 268 5,449
116,000,000 | 3 25,000,000 . -
™ taI}Ionx\apaynbl» BAVAN0BS . -« ce oo maammmecncne o &, 600, 000 8,000,000 |--.oooeoofouoeiol
otal:
Crodit QUATADtOeS - -« e oo oo ncceicamnae 85,700,000 | 109, 700, 000 7,083 10, 400
Nonrepayable advances. .. ... ... _coooooaoooo 32, 400, 000 35,600,000 |.. oo |coeoaa.

t Guarantees of loans made by Small Holdings & Dwellings Bank,
* Guarantees of loans made by other banks.

Norx.—Current rate of exchange for Norwegian krone, $0.2459.
Bource: Housing Policy in Europe. International Labour Office, Geneva, 1930, p. 162,
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Because of the difficulty of securing second-mortgage money in
Norway, an attempt is now being made to secure the adoption of an
act establishing a State second-mortgage bank.

Although direct State subsidies have been abandoned in Holland,
except for slum clearance, the State retains the power granted by
the Housing Law of 1901 to make advances to the communes for house
construction. It is customary for the municipalities to construct
dwellings on their own account, or to re-lend the money to coopera-
tive housing societies and public utility societies. The following
table (Table 11) indicates the fact that while direct subventions are
no longer being granted, State loans are of continuing importance:

TApLE 11.—Advances and grants in the Netherlands under the Housing Act, 1901,
for new construction, by years, from 1905 to 1933

coocoococo

Advances Annual grants
Year Number of houses Number of houses
Amount - M . . Amount Housing | Muniek
onsing unici- ousing unici-
societies | palities | 10t8l societies | palities [ 10
Florins Florins
Tatal...._| 809,801,902 |... .. | cceuooooo 144,476 | 10,254,753 75,510 20, 305 95,815
46, 500 [} 31 31 105 0 11 11
, 400 0 26 15 2 [ 2
1,445,100 752 37 789 1,774 319 7 326
1, 188, 415 527 71 598 3,087 159 13 172
1,318,377 709 40 749 2, 255 306 18 324
1, 730, 270 891 71 962 1,372 87 37 124
2,838, 351 1,276 127 1,403 2,054 208 37 245
6, 506,873 2, 560 107 2, 667 2, 140 279 58 337
8,872,191 3,535 51 3,586 24, 695 899 35 934
12,801,063 5,115 14 5,200 18,056 1,408 62 1,470
17,928, 817 4,71 827 5, 538 108, 474 1,465 395 1,860
18, 789, 708 3,886 375 4,261 180, 956 2,708 52 2,760
49, 888, 162 5,330 5,858 10, 988 771,307 5,135 5,632 10, 767
52, 504, 693 7,533 1,737 9,270 866, 456 7.226 1,718 8, 044
96, 471,067 13,081 2,987 16,088 | 1,756,001 12,352 3,068 15,420
159, 835, 224 18, 691 3, 530 22,221 | 2,037,094 17, 789 3,510 21,299
199, 357, 961 19,213 3, 505 22,808 | 3,058,065 18, 382 3, 500 21,801
44, 002, 401 4,735 1,832 6, 567 328,038 3,541 582 4,123
24, 839, 224 3,698 2,828 8, 526 134, 106 2,485 1, 661 4,046
10, 267, 107 1,553 1,110 2,663 57,803 760 0 760
8, 045, 845 1,032 1,173 2, 205 0 0 0
5,814, 641 0 0 1,200 0 0 0
12, 436,319 0 0 2,341 0 [} 0
14,812, 512 1,979 1,219 3,198 0 0 0
16, 983, 480 0 0 4,639 0 0 0
14, 878, 000 2, 552 1,362 3,914 0 0 0
12,387, 543 1,963 909 2,872 1] 1] 0
3,079,152 767 320 1,087 [} [1} 0
9, 616, 587 0 0 0 [ 1] 0

11905 to 1932, only.

Nors.—Current rate of exchange for Dutch florin, $0.5404. . .
Source: “Housing in Holland under the Housing Act”, by H. Van_der Kaa, pp. 6 and 13.

France has assisted the construction of inexpensive dwellings
mainly through the provision of mortgage money at low interest
rates. Under the Act of 1922, interest rates fluctuated from 2 to 314
percent, and the contribution of the State took the form of the
difference between the cost of money to it and the rate on the ad-
vances. A higher proportion of the value of properties could be
loaned if the loan was guaranteed by the commune.
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The “Loi Loucheur” of 1928 reduced the rate of interest on ad-
vances to public offices and building credit societies to 2 percent.
Provision. wag likewise made for loans for the construction of
mediuni-priced dwellings on somewhat lesg favorable terms. Kur-
ther extensions were made in 1930,

Tax exemptions have beery used to encourage low-cost. housingy
exemptions have been extended relating to both transfer fees and
property taxes for.a limited period. , . ,
" Sinee the Small Dwellings Acquisitionn Act of 1899, British local
authorities have been empowered t6 lend on first mortgage to mem-
bers of the working classes desiring to acquire a home. T ? to Sep-
tember 30, 1935, advances had been made in respect of 183,085
houses in ‘the amount of £89,490,130' ($437,718,598). The Act of

Eg p Qm B 1/ #beidet Oslo Kommune,

Figurn 8.—LARGE-SCALE HOUSING IN OSLO.

1933 dintroduced another scheme of financial aid which, while not
mugx used, is an example of the interposition of governmental
eredit.

"The local authorities and the Central Government were empowered
to join in guaranteeing the advances made by building societies in
excess of the usual proportion of value. It is true that local authori-
ties had beenr authorized under an earlier act {1923) to guarantee
loans made by building societies. However, the 1933 Act introduced
the guarantee of excess advances, and added the participation of the
State in the guarantee, Up to the end of December 1935, only 8,716
guch guarantees had been made. In addition, commitments were
effective for 6,274 additional loans, ; o

Another interesting form of assistance has been afforded by cer-
tain Continental municipalities to aid in financing housing projects.
which are erected on sites leased from the ecity. Since difficulties
arise in connection with the financing of such projects through
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ordinary channels, special institutions have been created to provide
mortgage money for leasehold properties. Bonds are issued under
the guarantee of the municipality to secure necessary funds.

It should be noted that one of the causes of the increasing use of
the guarantee of advances and the lending of credit to housing
societies or other agencies is the present economic difficulty in which
many of the nations and cities find themselves. This form of
assistance does not create a heavy burden upon the Government or the
wunicipality, but enables building for the working classes to be
encouraged through the assumption of a contingent liability. It is
thus possible for financial assistance to be continued on perhaps a
more limited scale even in times when no funds are available for
subventions or when it might be difficult for further governmental
loans to be floated.

The evolution of housing policies in the several foreign nations
and the present programs which have come out of the refining fire of
long experimentation indicate that direct governmental subsidy is
generally reserved for slum clearance and redevelopment operations.
Subventions to stimulate house construction in times of shortage
have been temporary measures. Apparently, it has been found that
direct aid for purposes other than slum elimination creates an un-
bearable financial burden, and that indirect assistance in the form
of loans and guarantees is the most practical type of assistance in
improving housing conditions among the working groups.



Parr IV
DIFFERENTIAL RENTING

Differential renting has been defined as an administrative procedure
in publicly owned and operated properties for fixing the rent col-
lected from each tenant family in relation to its need and ability to
pay rather than on the basis of costs of production or the size and
desirability of the dwelling unit.?

In England various forms of differential renting are being em-
ployed in many of the public housing projects. In Holland the prin-
ciple has also been applied in a few cases. It cannot be said that the
practice has gained a general acceptance, but it is true that the prin-
ciple of employing governmental subventions in such a manner as to
provide the greatest relief to those families most in need of it is
becoming more and more widely accepted.

The English legislation of 1923 and 1924 established a subsidy to
local authorities for the erection of dwellings and provided for a con-
tribution for each dwelling constructed. Local authorities were re-
?ired to make additional contributions to cover the loss involved in
the operation of the new units. Thus except for the short-lived Act
of 1919, subsidy was definitely linked to the dwelling unit rather than
to the occupant family. It became the custom for the housing man-
agement divisions of the various local authorities to establish rental
rates in the housing estates under their control on the basis of a
pro-rata cost of operation less the State and local contributions.

In some cases, differentiation in rents is made on a basis of desira-
bility of the location. Each local authority is allowed considerable
latitude in the administration of its housing estates, so that a variety
of management policies is found in the various cities.?* This fact 1s
illustrated by the wide range of rentals for similar accommodations as
shown in Table 15, Part V.

In the granting of subsidies by the State, it has always been the
avowed intention of Parliament to provide assistance to those most
in need of it. However, the local authorities found it easier and more
expedient to spread the assistance equally over all of the houses and,
accordingly, to spread the benefits of the subventions evenly over
the tenant families.

Perhaps one reason why no serious question was raised to the
method of establishing rents was the fact that during the post-war
period up until nearly 1930, the emphasis was placed upon the pro-
duction of houses in order to make up the shortage, with assistance
for the low-income groups a secondary objective. Furthermore, it was

3 Differential renting is used here as a general term, A distinction 18 recognized be-
tween differential rents, which are fixed rents at differing rates, and differential rent
rebates (rent rellef), which are differing allowances from standard rental rates.

3 See Green, Marjorie E. “Rent Rebates.” The Family Endowment Society, Londomn,
November, 1835; and Parry H. Lloyd. “Rent Rebates under the Housing Acts.” National
Housing and Town Planning Council, London, April 1936,

28
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possible for the local authorities to find tenants for their houses who
were capable of paying the established rents.

The Act of 1930 g:i-l the first time made it possible for local author-
ities to make rent rebates to those families unable to pay the standard
rentals. Section, 27 of the act provides that for houses built under
the act local authorities may fix rents in any manner they see fit
if the total amount of the rental income from all houses plus the
contributions from. the Exchequer and the local rates is cient to
cover the expenses of operation.

In a circular issued by the Ministry of Health in connection with
this provision, the following statement is made:

The new grant, together with the prescribed contribution from the rates, will

enable local authorities to let a sufficient proportion of the new houses at rents

which the displaced persons can afford. The grant, together with the prescribed
rate charge, should be regarded as a pool out of which such abatements, or
other special arrangements in regard to rent as the local authority proposes,
are to be financed.”

The 1930 Act was primarily a slum clearance act, and a new basis
for subsidy was adopted. This act provided that the Exchequer
ﬁrant should be based on the number of persons displaced and re-

oused by clearance operations, in contrast with the former plan of
determining the contribution on the basis of the number of new
houses constructed. It should be noted that the provision for per-
mitting local authorities to grant rebates applied only to houses con-
structed under this act. waz)wever, in 1931 the Ministry of Health
authorized the application of differential rents to houses built under
the 1924 Act. Although this order was later questioned in the
courts,®® the principle was established as falling within the powers
granted by the act.

Local authorities for the most part were slow in adopting the
principle of rent rebates. One reason was natural inertia and a
E:'I:xeral resistance to a change in the basis of operations which had

ome firmly established over a long period of time. Furthermore,
there was wide objection to the inquiries into earnings and the re-
vealing of the private family affairs which are necessary to the
administration of any form of rent relief.

The Housing Act of 1935 gave a different complexion to the
whole problem of rent rebates. Specific provisions were made in the
act for the consolidation of all housing accounts under the various
acts and for the pooling of all subsidies into a fund from which
distribution might be made in any manner determined by the local
authority. Thus, it is possible to grant rent relief to the occupants
of any of the subsidized houses regardless of the act under which
they were constructed. In conjunction with these provisions the
conditions for the letting of all municipal houses were unified. It
was required that in the selection of tenants reasonable preference
should be given to families occupying insanitary or overcrowded
houses and to families of large size. The fixing of rents is to be
based upon the rents ordinarily payable by the working classes in
the locality. Other provisions were made with respect to the rebate
of rents and subletting.

* Circular 1138, “Housing Act, 1930”. Ministry of Health, August 18, 1930, p. 9.
* Leeds Corporation v. Jenkinson, 1934, 1 K, B. 168,
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Under the provisions of the 1935 Act, it is implied that standard
rents will be established somewhere near the economic rents for
similar houses now being provided by private enterprise, and that
any rent relief will be in the form of a rebate from this standard
rent. This form of administration will tend to avoid the assumption
on the part of the tenant that the actual rent paid after the rebate
is an established rate. The frequent review of the tenant’s income
and resources will permit the varying of the rebate in accordance
with his needs.

Rent rebate schemes had been put into effect by some 43 local
authorities up to July 1936. There is a great diversity in the appli-
cation of the plans. The maximum rebate allowed ranges from 2s. to
8s. 5d. per week; the average rebate from 0.74d. to 3s. 6d. The meth-
ods of determining the rebate are varied in each community.*®
y 1'I‘he rent rebate schemes in use in England have been classified as

ollows:

(a) Standard, or maximum, rent subject to rebates. The appropriate rebate
may be ascertained in either of two ways:

(i) A fixed rebate on incomes between a certain upper and lower limit,
e. ., rebate of xd on incomes between y and z shillings.

(ii) A rebate of xd for every y shillings by which the income falls
below a fixed scale.

(b) Minimum rent, which is increased aeccording to a fixed scale, until an
upper limit is reached.

(¢) Subsistence scale, balance available in whole or in part for payment of
rent.

(d) Rent to be a fixed percentage of income, with deductions for children.

(e) Rebates for children only, i. e, a form of family allowance, or family
endowment.

(f) Miscellaneous.”

The most comprehensive scale of differential renting,. one which
has attracted even international attention, is found in the city of
Leeds.®* It was adopted under the Socialist administration of that
city in March of 1934. Under this plan, the various subsidies are
completely divorced from the houses and attached to those families
who are in need of assistance. A standard rate is established for
every house on the basis of an economic rent considering the total
costs of operation including loan charges. This rate is not related
to rents for similar accommodations in the open market. Contribu-
tions from the Government and the municipality are pooled, and out
of this fund rent relief is granted to all in need of it, but only as the
occasion arises and for so long as the need exists. The amount of
rent relief is determined on a basis of a subsistence scale, dependent
upon the constitution of the family concerned. The balance of the
family income remaining after the appropriate subsistence amount is
deducted constitutes the margin from which rent is payable, and the
relief is based upon this balance, taking into consideration the cir-
cumstances in each case.

It is significant that the principle of rent relief and differential
renting is now an established part of British housing policy. This

»® Wilson, Geoffrey. ‘“Rent Rebates.” No. 28, jssued by The New Fabian Research
Bureau, London, July 1936, p. 11.

* Ibid., p. 12.

2 S¢e Jenkinson, Rev. Charles, “Behousing the People in Great Britain—The City of
2%;23‘" International Housing and Toton Planning Congress, London, 1935, part I, pp.
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fact alone is no inconsiderable argument, in favor of this plan, since
the British housing program hag evolved from & long period of ex-
perimentation and careful €onsideration of housing problems on the
part of both experienced public officials and intelligent and interested
private citizens. ' ,

~ 'The difficulties of administration ‘which have been anticipated by
those opposed to the principle of rent relief have not appeared under
its ‘application in England. Actually, no unfamiliar problems are
introduced. The examination into the composition of families, their
requirements, and their income i a necessary part of any scheme
of public relief.” And it must be recognized that housing subsidies
are but & form of public assistance; a form of aid a}‘)pl_ym specifi-
cally to one of the basic necessities of life in lieu of a cash contri-
bution to be used at the discretion of the recipient. Reports from
a number of communities where rent rebates are in effect indicate the

Ficuey 9.—~COTTAGES: IN VREEWLIK, ROTTERDAM.

A garden suburb developed by a. limited-dividend :¢company. Thers fré 4,100 dwellings
-occupied mainly by working-class families, Rents range from $2.16 to §7.50 per week,

general practicability of the plan. In Leeds the cost of administra-

tion has been only 2s. 6d. ger year per tenancy.®® The complaints
and difficulties expected have not materialized where the ad-
ministration has been intelligent and logical.2® o »

It is sometimes objected that in providing rent: relief, local author-
ities are “undertakin% a social service more properly the function of
the established social service agencies. This practice may lead to a
situation: wherein a family is receiving assistance from three sources
and is subjected to three sejzaratev means tests—by the local authority
housing committee; the Public Assistance Commission, and the Un-

e Wﬁso : Geoﬂrey ‘op. ¢it. note 20, P, 36,
] Gmn,mMarQorie’E;. op, eit. note 26,
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employment Assistance Board. Such a situation is, of course, unsat-
isfactory, but does not constitute a basic deficiency in the scheme.
Proper coordination of activities between the agencies would obviate
most of the difficulties in this connection. Even if all relief were
administered by one agency, the application of rent rebates would
be basically the same.

The objection to the examination of income and resources, known
as the means test, which is a necessary part of any rational relief
scheme, cannot be recognized as valid. Persons accepting public aid
either directly in the form of cash or indirectly through housin
subsidies may not object to demonstrating their need for such aid.
In fact, as a practical matter, the scheme could not otherwise proceed.

Another argument attempts to demonstrate that under a scheme
of diﬂ"erentia% rent rebates the financially competent families are
forced to pay part of the rent for the poorer tenants. This is true
only to the extent of the contribution made by all citizens through
the medium of taxation. It is furthermore true that the well-to-do
tenant would no longer receive assistance which he does not need,
and that thereby larger contributions are possible for the truly needy.
However, nothing rightfully his is taken away, nor is his financial
burden increased by any tax for the benefit of the less fortunate.

Perhaps the most difficult aspect of the administration of rent re-
bate schemes relates to the creation of an understanding of the plan
on the part of the tenants. The tenant who pays a higher rent for
his house than his neighbor pays for the same accommodation may
well feel a sense of grievance if he fails to appreciate the justice of
the arrangement. feelin%1 of hostility may be avoided by the
gradual application of a scheme and by proper education of the
tenants.

The fact that the principle of differential renting has not been
extensively employed on the Continent is explained primarily by the
fact that direct subsidies are not in general use. The early post-
war subsidy schemes were short-lived and were designed to stimulate
house production with slight regard to aiding the low-income groups.
The usual form of State aid is indirect financial assistance through
the extension of credit at favorable rates or the guarantee of loans.
This form of assistance is less adaptable to differential rent relief
than is the provision of direct subsidies which can be pooled and
allocated according to need. Furthermore, it may be that the hous-
ing programs and policies in the Continental countries are in a less
advanced stage than in England. ‘
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In spite of the many years of public housing activity in Europe,
the situation of the lower-income groups with respect to housing
accommodation remains unsatisfactory for the most part. Although
pre-war policy, as well as the more recent post-war programs, was
directed at raising the standards of housing among the workin

ups, the aggregate accomplishments leave much to be desired.

pid progress is being made under the present English policy,
and in the Scandinavian countries a great share of the population is
decently housed. However, much remains to be done in all of the
European countries. The problem of providing new housing for
thia lgwer-income groups on an economic basis has nowhere been
solved.

Pre-war housing programs and legislation were successful in many

ts. Minimum standards of sanitation were established and
enforced. In some cities demolition and closure of insanitary houses
were effected to a significant extent. There were scattered examples
of slum clearance and rehabilitation of blighted areas. Programs
of repair of substandard dwellings were carried on, and regula-
tion of overcrowding was effected in a few instances. The prevention
of the creation of new slums was made possible by the adoption
of building regulations and town planning schemes. Encouragement
to limited-dividend and cooperative societies was given through
various forms of financial assistance.

There is little doubt that pre-war housing activity was successful
in effecting a general improvement in the quality of the housin
supply. rtainly the proportion if not the absolute number o
families living in substandard dwellings was reduced.

The outbreak of the war interrupted public activities in all coun-
tries. The post-war housing policies were founded on the pressing
need for additional dwellings and consequently were not selective
with respect to benefiting particular groups. Although the stated
objective was to provide working-class housing, most of the con-
struction fell in a price class considerably above the lower levels.
Private builders and public authorities as well were able to dispose
of new houses to persons with fairly substantial and steady incomes.

The encouragement of construction through direct loans or the
guarantee of mortgages by the State or municipality for limited-

ividend corporations and cooperatives was not much more successful
in procuring better housing for the lower-income groups than was
the practice of direct subsidy. In general, these housing societies
provided for artisans and white-collar workers since, even with
public assistance, building costs were so high as to prevent the re-
duction of rents to a point within the reach of the lower-income
groups.

The various measures of the early post-war years taken to stimulate
housing production and overcome the shortage were eventually suc-
cessful 1n accomplishing this object in each country. In some coun-
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tries, such as England, the shortage was mainly overcome in medium-
priced houses before 1930, but the building industry did not go so
far as to create an excess of supply. In other countries, such as
Holland, the momentum of the high rate of activity during the early
post-war years carried over into the early 1930’s (Table 12). The
result was that by the end of 1930 the post-war deficit of some 60,000
units had been transformed into a reserve of about 50,000 dwellings.

TARLE 12.—Number and percent of houses added to housing stock by various
agencies in the Netherlands, by years from 1921 to 1934

Number of houses added to the stock

Agency
Year Uovernment, K
Provinces, water- Municipalitjes Housing societies | Private enterprise
boards, ete.
Number | Percent | Number | Percent | Number | Percent | Number | Percent
1,564 0.2 43,249 6.4 99,932 14.9 512, 365 76.1
636 1.5 5, 687 14.1 19, 298 47.8 14,743 36.6
130 .6 6,808 14.6 13, 622 30.0 24, 936 54. 8
94 2 5,449 12.6 9, 590 22.2 27, 999 85. 0
107 2 3,574 7.6 8,736 18.7 34, 295 73.5
41 1 4,059 8.6 8, 538 18.1 34,552 73.2
100 .2 2,916 5.7 4,749 9.3 41,088 81.0
69 .1 2,759 53 4,801 9.3 42,617 82.6
44 .1 1,191 2.4 5, 542 11.3 40, 82.5
64 .1 2,242 4.8 5,221 0.7 39,820 815
98 .2 2,329 4.4 5, 050 9.6 44,024 83.7
35 Y 3,358 6.4 5,961 11. 4 41,227 79.2
47 .1 1,444 3.4 3,718 8.7 38,139 84. 4
58 .1 685 1.5 979 2.0 42,703 89.8
41 .1 748 1.4 4,127 7.5 47,684 86.1
Number of houses added to the
i stock-—Continued
: _____ Reduction of
' total supply Total in-
Y . Rebuilt, extended, by demolition, | crease in
ear renewed, and alteration, and | stock of
change of use ! Total new withdrawal houses
dwelling from use
units
Number | Percent
— S
Total el 15, 875 2.4 672, 985 77,360 395, 625
40, 364 1,895 38, 469
45, 496 2,035 43, 461
43,132 2,629 40, 503
46,712 3,616 43,006
47,190 4,477 42,713
3.1 X 4,335 44,363
2.7 51, 822 6,932 44, 690
3.7 49,138 8, 446 40, 692
3.1 48, 865 7,711 41,154
2.1 52, 588 8, 057 44, 531
29 52,092 9,022 43,070
3.4 42,827 5, 520 37,307
4.6 46, 967 5,341 41, 626
49 55,294 5, 344 49,950

1 For 1921 to 1925 this figure has been included with the figure for houses completed by

private enterprise.

Source : “Housing in Holland Under the Housing Act”, by H. Van der Kaa, p. 33.
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The failure of the early post-war housing measures to provide for
the lower-income groups 1s well illustrated by the experience of Eng-
land. It will be recalled that substantial subsidies were provided
for the erection of working-class dwellings in the Acts of 1919, 1923,
and 1924. The stated intent was to make up the housing deficit in
low-rent housing. Limitations were placed on the size of houses
eligible for the subventions, and rents were to be within the reach
of the working classes. In spite of this admirable intention, it ap-
pears that the objective was not accomplished. The houses produced
with subsidy were not generally within the means of the lower-
income groups.

First floor. Second floor,
Ficore 10.—~PLAN OF ROW HOUSE IN VREEWIJK, ROTTERDAM.
This rents at about $4 per week.

A report issued in 1931 by the Ministry of Health contained the
following statements in this connection:

In England and Wales since the war, from public and private resources, more
than £1,000,000,000 has been spent in the building of more than 134 million new
houses. This represents a housing effort which has probably never elsewhere
been equaled. It is clear, however, from the evidence, that this large number
of new houses has not had the effect of improving the conditions of the poorest
workers to the extent which might have been anticipated. For this we think
that there are two principal reasons; in the first place the increase in the
number of houses, though large in itself, must be considered in relation to
other relevant factors, such as the probable increase in the number of working-
class families; and, secondly, the general moving or “filtering up” process, on
which reliance was placed to improve the conditions of the poorest, has, * * *,
not taken place to the extent which was hoped.

About 1 million of the new houses which have been built have been built for
sale, and the rest, owing to the increased cost of building and the higher
standard now required, are let at rents which are higher than the poorer
members of the working classes can afford.

At present the provision of working-class houses to let is undertaken on &
large scale only by the local authorities, the rents of whose houses, as we have
pointed out, are often higher than the poorer workers can afford. The fact
that building costs are now much lower than in the earlier years after the
war has not yet been effective in altering this geveral position, presumably
because local authorities feel difficulty in charging different rents for the same
type of houses, and so the effect of the recent reductions in cost is weakened
by being spread over all the houses previously built.*

In 1929 it was calculated by a committee of the National Housing
and Town Planning Council that adequate accommodation provided
by local authorities with the aid of Exchequer subsidies must rent for
a minimum of 11 shillings per week. With respect to the ability of
working-class families to pay this rate, the committee states:

% “Report of the Inter-Departmental Committee on the Rent Restrictions Acts”, July
1931. (Cmd. 3911) pp. 21-23. .



36 EUROPEAN HOUSING POLICY AND PRACTICE

Broadly speaking, the skilled labourer in urban areas is generally prepared
to pay something between 10s. and 15s. a week, inclusive rent; the unskilled
labourer, something between 6s. and 10s. The 11s. family house will, therefore,
if built in such a position as to allow cheap and ready access to the place of
work, substantially meet the need of the skilled worker. It would, on the
other hand, do almost nothing to meet the need of the labourer’s family at the
time when he has several dependent children. A large proportion of these
poorer families are living today in unsatisfactory housing conditions. The
greatest service that housing reform can do to the health of the nation will be
to enable these families, which include well over a million children, to move
from the slums into good houses. This can only be achieved by building a
large number of new houses to be let at rents which the poor families are able
and willing to afford. For this purpose it would be necessary, in our opinion,
to let these houses at about the rents which these people are now paying—
that is to say, round about 7s. or 8s. a week, inclusive.”

As the need for housing space was relieved, the attention of vari-
ous governments turned to the improvement of housing conditions
in existing structures and to the betterment of the situation of the
lower-income groups. In almost all of the countries the clearance of
slum areas began to receive a greater emphasis. Extensive plans
were drawn up, and in many cases actual operations were undertaken.
In England the Act of 1930 was directed particularly at this problem,
but here as in other countries the results were not easily achieved.
It was not until 1933 that programs were adopted and actual opera-
tions commenced in most of the English cities. In other countries
many of the ambitious plans were laid aside because of unfavorable
economic conditions and lack of funds. However, some improve-
ment in the conditions of the working groups was effected, particu-
larly under the vigorous policy pursued in England.

Since 1930 there has been a gradual reduction in both the cost of
money and the cost of construction in England (Chart II). The
following table illustrates this fact (Table 13):

TasLE 13.—Cost per square foot of local authority non-parior houses and interest
rates of building society loans, 1929 to 1935

Cost per Building Cost per | Building

square foot soclety square foot | society

Year of non- mortgage Year of non- mortgage

parlour interest %rlom' interest

houses rate uses rate

s d. Percent s. d. Percent
8 1134 6 8 0 5534

8 10} 8 8 1 4%-8
8 9Y (] 8 4 4%
1932, 8 3% 5%4-6

Note.—Current rate of exchange for the pound, $4.89125,
Source: The Economist (London), Oct. 26, 1935; 'Facu and Figures, National Housing and Town Planning
Couneil (April 1936), p. 9.

As a result of this decline, private initiative has been able to pro-
duce houses for sale and rent at progressively lower prices. Table 14
shows the increasing proportion of unassisted dwellings constructed
in the lower-rental ranges.

B A Policy for the Slums”, op. cit. note 23, p. 53.
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CHART II.

INTEREST RATE, CONSTRUCTION COSTS,
AND BUILDING ACTIVITY IN ENGLAND,
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TaBLE 14—Percentage distridution, by value, of houses consiructed in Englond

and Wales without Ezchequer assistance, 1930 to 1936

Dwellings Year ending Mar. 31—
Estimated
Ratable values sale price 1930 1631 1932 1933 1934 1935t | 10361

equivalent

Percent| Percent | Percent | Percent | Percent | Percent| Percent

Total. 100.0 | 100.0{ 100.0 | 100.0 | 100.0{ 100.0 100.0

} m7| ss| s7| sso| smr|[{ 35| 32

28.3 18.5 16.3 15,0 123 e 12.3

1 A glightly different base was used for percentages in these years.
1 Source: Tenth to Strteenth Annual Reporis of the Ministry of Health, 1920-35. “Housing—Position at

31st March 1936”, p. 7.
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Houses are now being offered for sale at prices within the reach of
the skilled artisan. For instance, in the London area, one large-scale
operator sells a three-bedroom house at £460 ($2,250). This can be
purchased for as little as 10 percent down, and calls for weekly pay-
ments of about 16 shillings ($3.90) including rates (local real-estate
taxes).

It 1)s asserted in some quarters that private initiative is able to pro-
duce houses for rent at about 10 shillings ($2.45) per week. How-
ever, not many such houses are being produced, since the building of
houses for sale is a much more profitable operation under the current
.boom conditions. Furthermore, the rent of 10 shillings ($2.45) per
week is considerably above the reach of the really poor people, al-
though it can be supported by many of the more favored working-
class families.

The costs of construction for local authority house building have
likewise been reduced since 1930. Another feature which permits
further reductions in rents in public housing is the more favorable
subsidy provided under the 1930 Act. The actual current situation
with respect to rentals is shown in Table 15 giving data from various
cities on current rentals in municipal housing.

Considering the fact that in England many slum dwellers and
other persons who are crowded into %odgin s are paying rents in the
neighborhood of 5 to 6 shillings ($1.25 to %1.50) per week for hous-
ing, it is evident that a large portion of this group is not being
served by public housing.®

There is some evidence that the local authorities are to a greater
extent than before 1933 providing for the lowest-income groups. In
the first place, the operations under the 1930 Act, which have in-
creased steadily since 1933, result in the displacing of slum dwellers
and, in most cases, their rehousing in municipal dwellings. In this
manner the needy are actually being served. :

TABLE 15.—Rents charged in municipal houses and flats in various cities in

England
Type of unit Birmingham Liverpool Manchester London
s d. s d. s d s d.|s d s, d.|s d. s d.
Bed-living room cottage or flat_.__._|. . .coaioas 3 680 4 0o o |

Maisonette:

6 9to 7 1 8 715 1

9 2to 9 5| 8 7020 A

3bedrooms...__.................i 9 Otol0 8! 8 7| .. ...._. 10 3to22 5

Non-parlor cottages:

3bedrooms. .. ____._....________. 10 10to 11 8110 3to22 5
4 bedrooms._.._______.._.....____ 0 14 4 |-
______________________ 13 NNtol4 8|12 4t021 11
...................... 14 8tl15 613 O0to27 11
................. 4 0tols 1

9 O0to 9 6| 6 2to2 2

................. 7 10t0o22 2

................. 12 9to24 4

Norz.—Current rate of exchange for the pound, $4.89125.

Sources: Birmingham, “Ope of 40,000th Municipal House,” July 1936, p. 8; Li 1, “Housing,
1034” (with addendgum to May 1836), p. 30; Manchester, ‘“Housing,” July 1936, pp. 25 and 29; London County
Council, “Housing Estates Statistics, 1934-35.” July 1935, p. 2.

* See Simon, E. D., and Inman. J. Op. cit. note 21, p. 114 £
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-Another encouraging indication is the increasing use of rent
rebates. The 1935 Act provides for the consolidation of all housing
accounts, the pooling of subsidies, and the encouragement of differ-
ential renting. Under this arrangement for pooling all subsidies,
the rents charged for given groups of houses will not reflect the act
under which they were built, nor the current costs of construction
and money. The basic rents will be fixed by the quality of accom-
modation offered, and rebates made from this standard in accord-
ance with the need of the tenant. This scheme is not in general
operation as yet, although modified forms of rent rebate are used
in many cities.’” As the adoption of this form of renting policy
spreads, greater benefit will accrue to the more needy.

In Holland, the provision of new housing within the reach of
the lowest-income group remains a problem unsolved by private
initiative and by the communes. The slum clearance operations
have secured the rehousing of some slum dwellers in new housing.
However, the greatest share of governmental assistance has been
to housing socleties, who have served skilled artisans and white-
collar workers.*

The situation may be illustrated by the plight of the textile
workers in the Rotterdam district. It is accepted that the proper
rent-income ratio for Duteh workers is approximately 15 percent.
Under present conditions, this indicates a rent of F1 3.00 ($1.62) per
week. Workers are actually payving F1 150 ($2.43) per week. Tt
has been estimated that new housing suitable for working-group
families would have to rent for 6 to 7 florins ($3.24 to $3.78).

The prospects for the provision of housing for the most needy
group in the near future are not so encouraging in Holland as in
England. The unsettled economic conditions and the straitened
circumstances of the State and the communes have stopped slum
clearance operations and restricted other forms of governmental
housing activities. Furthermore. the level of wages has declined
faster than the level of rents, thus adding to the burden of housing
costs for the working classes. :

Although it is evident that the problem of improved housing for
the lower-income groups is far from solved in Europe, there are
several outstanding examples of successful attempts in this direction.
One of the most promising plans, and perhaps the most widely
utilized scheme, is the reconditioning of unfit dwellings. At some
time during the legislative history of housing in almost every country
provision was made for the improvement of existing structures
throngh repair and remodeling. Since 1868 in England it has
been within the power of local authorities to require the repair of
structures which were unfit for human habitation and to perform
the work at the owner’s expense if he failed to do it. Under this
power in several of England’s Midland cities, such as Liverpool and
Manchester, large numbers of crowded substandard back-to-back
structures were improved in the vears before the war. The Dutch
Housing Law of 1901 provided similar powers, and these have been
consistently exercised for many vears. In Germany and in Vienna

3 See Part 1V.
3 See Table 11, Part 1V.
® The Artisans and Labourers Dwellings Act, 1868, 31 & 32 Viet, c¢h, 130.

106333—37 4
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following the war, large-scale operations were carried on resulting
in the improvement and the remodeling of existing structures in order
to increase the number of units available at reasonable rents and to
improve housing conditions generally.

Since that part of the existing housing supply which was built
up in pre-war times constitutes a substantial proportion, probably
from 75 to 90 percent, of the total supply, its treatment is of great
importance. The rehabilitation of existing structures which are
structurally sound and capable of rendering continued service makes
possible the preservation of a huge investment and the production of
adequate housing at a cost substantially less than that for new hous-
ing. Whether or not the improvement of existing structures reaches
the most needy income groups on an economic basis, it is true that
whatever State assistance is necessary constitutes a lesser burden
than is involved in the rehousing of these groups in new dwellings.

In many European nations atiention is being turned to the possi-
bilities of this type of work. Under the comprehensive policies in
England and Holland, the repair of structures is used in connection
with the other devices provided. The extent of this work in England
is indicated in the following table (Table 16) :

TasBLE 16.—Repair of houses as a result of housing inspections under the Public
Health Acts and the Housing Acts in England and Wales, 1920 to 193}

Total Houses repsired
houses
Y inépeclgedb«
ear under Pu .

¥ Without After

;‘g dﬂﬁzllg’_ Total formal formal

ing Acts notice notice
Total . e 114,129,611 | 17,517,130 | 24,035,380 | 23,481,750
1,084, 864 421, 935 180, 699 241, 236
1,174,334 544,635 250, 702 293,933
1, 115, 394 542, 834 268, 571 274,263
1,112,228 562, 517 280, 430 282,087

1, 138, 389 \ 272, 509 y
1,114, 504 528, 496 279, 407 249, 089
1,164,875 583, 609 302,739 280, 870
1, 227, 663 579,288 298, 301 280, 987
1, 165, 551 553, 620 302,373 251, 256
1,182,895 558, 981 308, 036 250, 845
1,127,394 530, 336 331,213 199, 123

[Q] (%) (%)
1, 521, 520 559, 129 332, 520 226, 609
3 520, 972 318, 261 202, 711
® 493, 567 309, 619 183,948

1 Not including data for 1931,1933, and 1934.
? Not including 1931.
tData not available.

NOTE.—AS a result of action under the Housing Act of 1930, a total of 454,063 houses were repaired before
Mar. 31, 1836; 122,071 of these repairs were effected after formal notice under the act. An undeterminable
number of these are included in the 1932, 1933, and 1934 figures in the table.

Source: Third to Sevendeenth Annual Reports of Ministry of Health, 1921-36.

The reconditioning of dwellings has been put on an economic basis
by some private management firms in England. The outstanding
example is the Metropolitan Housing Corporation, Ltd., operating
in London.** This organization was founded in 1926 and operates

4 See “Departmental Committee on Housing—FProof of Evidence submitted by Claude
M. Leigh.” Blades, East & Blades, London, May 1933,
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buildings containing a total of 10,000 families. Every year since its
beginning, this company has reported earnings of at least 12 percent
on its investment, and it has paid dividends of 8 percent on the
common stock.*

The method of operation is as follows: The company buys up
houses, flats, and tenements in the low-rental range, selecting build-
ings that are structurally sound and in fairly good locations. Legal
control of rents is still operative in England for low-rent dwellings.
As the houses above £20 ($98) ratable value in London become
vacant, they are decontrolled. All decontrolled dwellings are imme-
diately reconditioned by the firm at a cost of about £130 ($636) per
unit. These are rented at economic rents which, according to the
firm, provide in unassisted dwellings a quality of housing equiva-
lent to that available in subsidized public housing, and at equiva-
lent rents.

The controlled dwellings cannot be reconditioned until they be-
come vacant since rents could not be raised to cover the added in-
vestment. However, for the controlled flats, arrangement is made
through a subsidiary company for the tenants to rent various pieces
of new equipment in accordance with their desires and ability to
pay. This rent is paid separately, and thus effects partial recondi-
tioning without technically increasing the rent of the controlled
unit.

The weekly rents of dwellings managed by the Metropolitan
Housing Corporation range from 8 to 21 shillings ($1.95 to $5.15).
with an average of 13s.5d. ($3.30), including rates.

Another outstanding exception to the general failure in providing
housing for the lower-income groups is found-in the city of Vienna.
Under the Socialist regime an extensive housing program was under-
taken involving the construction of huge blocks of flats designed for
the most needy people and available at nominal rents which covered
only the cost of repair and management. This program was con-
tinued up to the fall of the Socialist Government in 1933, and re-
sulted in the construction of some 63,000 dwellings. However, this
scheme was made possible only through the imposition of heavy
taxes of many varieties, one of the most important of which was a
tax on pay rolls.

In both Germany and Austria, the present emphasis in housing
policy is on the development of suburban homesteads.** In both
cages, the original object was to provide for the unemployed and to
effect a solution of many problems which are associated with wide-
spread unemployment in the larger communities. This type of oper-
ation, therefore, falls in the category of provision for the lowest-
income groups and is an outstanding example of recent developments
in connection with this problem.

The policy was first put into general effect in Germany in 1931.
The homesteads were to be built primarily for the unemployed with
the assistance of loans from the Reich. Tt is significant that there
has been a gradual change in policy until at the present time part-
time workers are admitted to the settlements. Unemployed are
selected only under circumstances where there is a good chance for

4 See Part VIL
19‘3258ee “Subsistence Homesteads.” International Housing Association, Frankfort/Main,
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them to find ;egﬁzlqyumn;ﬁ. Full-time employed workers are also
admitted provided that their income is less than RM 200 ($80) per
month

There is also & tendency to reduce the size of the State loans,
and to increase the mpper limits to the area of the land econtected
with: each house, as well as the cost of the house. The maximum
area of land has been raised from 600 to 1,000 square meters, and the
limits to the cost improvements from RM3,000 to RM4,000
($1,200 to $1,600), It is also = recent policy toattract Krwafe money
into this field with the aid of Government guarantee. At the present
time, it is msual for 60 percent of the total costs to be secured on
first mortgage from the private money market. One-third of this
advance is guaranteed by the Government. A second-mortgage loan
of 20 percent is provided by the Reich at 4 percent interest with 1
percent per year amortization. The balance of the necessary funds

e management of the German suburban developments is usually

| ¢ hands of the municipalities, but it may be transferred to
cooperatives. Tenants are selected from people of small means who
may be une gﬂoyed or who may have gither part-time or full-time
jobs, provided that their income is within the limit of RM200 per
month, Many of these people are artisans or white-collar workers,
but it is said that the majority are industrial laborers. In. 1935, it
was reported that 80,000 homesteads had been completed with Gov-
ernment aid, , ,

The dwellings constructed in the settlements are of the simplest
design and may be either single-family or semi-detached houses. In
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many cases, much of the construction labor 1s provided by the set-
tlers. This may reach a value of from RM300 to RM1,000 ($200 to
$400). Sometimes land is supplied by the municipalities at very
favorable rates. or an industrial plant may supply the land in case
the developiient is to be settled by its employees. Building materials
are occasionally provided by municipalities at reduced prices.

The average cost of the improvements on suburban homesteads
in Germany 1s approximately RM2.400 (8965). The land cost aver-
ages RM500 (%200), and the expenses of development are in the
neighborhood of RM100 (%40). Other expenses, such as those for
digging wells, making electric connections, and providing sanitary
facilities range from RM200 to RM300 ($80 to $120), while about
the same amount is invested in seeds, fruit trees, livestock, and
other items necessary for the cultivation of the plot.

In a typical case, the total cash outlay per month is about RM18
($7.25) and may range to a maximum of RM25 ($10). This sum
includes interest and amortization on money advanced, charges for
the land, and management and upkeep costs. This monthly charge
is limited to one-fourth of the settler’s income.

A program for the development of suburban homesteads has been
instituted in Austria along the same lines as in Germany. In 1935
the Government alloted $10,000.000 (%1,872,000) for loans on 2,000
homesteads. Up to that time 3.200 dwellings had been completed.*

One of the first projects was developed in Vienna. This was spon-
sored by a public utility society controlled by the Government and
the city of Vienna. The first unit consisted of 80 dwellings, each
with five-eighths of an acre of land. It was designed for the unem-
ployed whose dole had expired. The size of the plot was estimated
to be sufficient to produce foodstuff equivalent to the dole and not
too large to be kept in cultivation if the settler secured employ-
ment. This project was financed by a grant of S100,000 ($18,720)
by the city, mainly for land development, and by a loan from the
public utility society of S121,000 ($22.651). The settlers raised
575,000 ($14,040), so that the total cost in addition to the land,
which was leased by the city, amounted to S296,000 ($55,411). This
amount is equivalent to $693 for each homestead.

The houses were constructed on a minimum basis with one living
room-kitchen combination. one bedroom. a loft, and a stable. They
were built as semi-detached structures and were arranged so that en-
largements could be made in the future. Water supply is from wells;
neither electricity nor gas is available. There is no sewer connection,
for this would be expensive: and furthermore, all the refuse is care-
fully preserved and used for fertilizer.

The tenants for this project were selected from unemployed per-
sons with no dole. It was required that they have some experience
in farming, and a certain number of skilled building artisans were
included in order to facilitate the construction of the improvements
by the settlers themselves. Furthermore, each settler was required
to raise a certain amount of money to finance the equity. This project
was completed in 1933 with 90 percent of the construction work done
by the settlers. A second colony was finished in 1935, composed of

4 “Austria Is Helping Her Unemploved to Help Themselves.” Die Randsiedlungsaktionen
der Bundesregierung und der Stadt Wien, 1935, p. 14,
«“ Thid., pp. 4-6.
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345 units. The city of Vienna has recently started to develop 439
rore homesteads in several different settlements.

Under the most recent policy the homesteads are more commodious
and provided with better facilities; they are financed through a loan
of 54,500 ($842) by the Government and one of S500 ($94) by the
city, both for a term of 40 years. The settler holds his property on a
lease until the year 2000, but must serve a 3-year probationary period.
In a typical case the all-inclusive charge for a homestead 1s in the
neighborhood of S25 per month. This is equivalent to $4.75.

An interesting feature which has just been introduced into the
plan is that of inducing full-time workers to agree to a reduction
of hours and wages coincident with moving onto a suburban home-
stead. The object of this policy is to create new jobs for the unem-
ployed settlers.

First floor.

Second floor.
FIGURE 12-—~SUBURBAN HOMESTEAD, GERMANY.

These siedlung dwellings are sold with one-sixth acre of land for $120 down and $12
per month.

It is evident that the suburban homestead schemes in Germany
and Austria and in other countries where they have been exploited
actually do serve the lowest-income groups. The aggregate number
of families who are participating in this plan is small, but the move-
ment is spreading and may assume considerable importance in the
future. This policy is not purely a housing policy. It is part of a
plan to relieve the burden of unemployment, to induce a back-to-the-
land movement in order to offset the past tendencies for population
concentration in urban areas and, finally, to assist in making each
country more self-sufficient with respect to its foodstuffs. Further-
more, there is a socio-political aspect, for it is recognized that a class
of contented property owners wedded to the soil is less likely to
greate political disturbances than a restless, dissatisfied industrial
population.

The city of Stockholm, Sweden, has adopted a progressive policy
of cooperation between city government and prospective owners of
small homes which has been signally successtul both economically
and socially.** Since 1904 the city has from time to time purchased
outlying farm lands which would eventually be desirable building
sites. Before 1936, 21,170 acres of land within 814 miles of the center

4 See Dahlberg, A. “The Garden Suburbs of Stockholm and the Suburban Small Cottage
Scheme.” Stockholm, 1936.
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of the city had been purchased at a cost of 24,300,000 kronor ($6,128,-
460). Until 1926 parts of this land were sold or leased for the develop-
ment of garden cities. In 1926 the municipal authorities initiated a
program for the development of working-class residential areas.
Initial plans to develop orderly “shanty towns” at the most economi-
cal cost possible were wisely abandoned in favor of the policy of plan-
ning and building areas having all houses equipped with gas, elec-
tricity, water, sewer, and central heating. Areas are plotted as a
unit, are built around a square, and have provisions for parks, play-
grounds, streets, and a small business center. Provision is made for
about 200 dwellings in each development. Prior to 1936 more than
2,000 single-family houses had thus been built. No area so far de-
veloped 1s farther from the city than 30 minutes by tramway.

TE: planning and development of small-cottage areas is a func-
tion of the municipal real-estate board. Through a specially ap-
pointed committee, the board attends to the preparation of plans for
each area, the selection of suitable home builders, the provisions for
financing, the purchase and delivery of building material, the ar-
rangements for licensed contractors to perform highly skilled opera-
tions, and the instruction and supervision of builders during the
actual construction of the homes.

Plans for five types of standard houses are available for the
selection of the builder. There are one- and two-story dwellings with
from one to three bedrooms, a living room, kitchen, hall, bath, and
toilet. The estimated costs of these standard dwellings range from
9,200 kronor to 13,000 kronor ($2,320 to $3279). Total estimated
annual charges vary from 802 kronor to 1,059 kronor ($202 to $267)
per dwelling.

The use of standard plans permits the standardization of many
elements of the building. Considerable economy of labor, time,
equipment, and expense for materials results from partial assembling
of walls, roofs, and floors before shipment from the factory. All
rough labor and some of the skilled labor is provided by the future
owner under the supervision of an instructor provided by the city.
Certain parts of the construction, such as the connecting of gas and
water mains, the installation of electric wiring, and the installing
of the central heating plant, must be done by licensed contractors.
Contracts for such labor for a whole area are arranged by the city
representatives. The owner usually digs the basement, constructs
foundations, and at least assists with the carpentry labor of assem-
bling the parts of the house.

Land for each dwelling is leased to the house builder for a term of
60 years. At the end of this time the city may renew the lease at
not more than 50 percent increase in rent, or, in accordance with
special provisions, purchase the improvements on the land from the
owner. The annual ground rent for an average plot of 525 square
meters is about 172 kronor ($43.38).

In addition to obtaining the lease, the builder arranges with the
city for a temporary building credit and contracts for the supply of
materials. Under this arrangement the city provides all materials,
instruction, special contracting, and financing. At the completion
of the structure, the credit is converted to a loan with a mortgage
on the dwelling and leasehold estate as security. Repayment is
provided over a period of 30 years.
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The credit advanced under this contract is estimated to cover 90
percent of the total construction cost. The remaining 10 percent is
provided by the builder himself in the form of labor. From the 90
percent advance come the payments for all materials, for special
contractors’ work, and for administration and instruction by repre-
sentatives of the city. There is a sum of about 1,000 kronor ($252)
which the builder is permitted to use for labor to assist him or for
special equipment or minor additions to the structure. This money
is usually used to provide special amenities such as an enclosed porch,
a garage, or a water-heating system. Considerable competition is
developed in each area to see which householder can build quickest,
best, and most economically. '

Figore 13 —PLAN OF FLAT FOR
DESTITUTE FAMILIES, VIENNA. FIGURE 14 —UNIT IN LIMITED-DIVIDEND

No family with less than three children is PROJECT, GERMANY.

admitted to the ten developments, each
containing from 200 to 300 units like this.
Public baths are provided.

Although the ratio of the advance to construction cost is 90 per-
cent, it is calculated that the actual ratio of the loan to the value of
the dwelling is only 72 percent. About 15 percent of the normal
cost of materials is saved by quantity purchases in standard sizes
through city representatives. Further saving is effected through
the low rates of interest at which the city can borrow. Another
source of saving is the provision of land by the city. These savings
make the small cottages the cheapest kind of housing accommoda-
tion now available in Stockholm.

Although there are some examples of successful devices for improv-
ing the housing conditions of the low-income groups, such as the cases
@iven here, no country can boast of having solved the problem. No
single method can effect a complete cure, and a long period of con-
stant application of a variety of remedies is required. From the
experience of Stockholm it appears that new accommodation may be
provided at low cost with a minimum of governmental assistance.
The suburban homestead schemes of Germany and Austria hold some
hope, but even these require State aid. The benefits of such plans
are limited. for a large portion of the population must live near the
center of the city because of employment opportunities.

The repair and reconditioning of existing structures by public and
private agencies seem to be a practicable and economical device.
The application of this device is limited by the fact that a large
proportion of existing structures were erected before construction
standards were enforced by municipalities and are of such design and
condition that they are fit only for demolition. In order to rehouse
all those displaced by such treatment, new housing is required.
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MUNICIPAL OWNERSHIP OF LAND

For many years it has been the policy of municipalities in Scandi-
navia, Holland, and Germany to acquire large areas of land at the
urban periphery by purchase in the open market at favorable times
and prices. This land policy, carried on in many cases since the last
half of the nineteenth century, has resulted in the accumulation of
great tracts by many cities. In Stockholm, for instance, in 1934 the
city owned 8,140 hectares of land located from 214 to 814 miles from
the center of the city. This is more than five times the area of the
city proper.** The first purchase took place in 1904, and the total
cost of the land has been about %6,000,000. Five other Swedish
towns own from 47 to 80 percent of their administrative areas.

The land policy of the city of Copenhagen is illustrative of Conti-
nental procedure. Since 1890, the municipality has purchased large
tracts of land both within and without the city limits. From 1923
to 1932, the city purchased land valued at a total of 17.4 million
kroner ($3.800,160). In addition, various properties were expro-
priated for street widenings and other improvement schemes to a
value of 21.3 million kroner ($4,651,920). During the same period.
182 million kroner ($3.974.880) was received through the sale of
public property.

In 1933, the total area of undeveloped land owned by the city was
2,890 hectares. of which 1,665 hectares were in outlying districts.
About three-quarters of this peripheral land and two-thirds of the
land within the city were considered suitable for residential use.
The municipally owned land was carried on the books at a value of
47 million kroner ($10,264,800).

To a considerable extent, public land has been used for residential
purposes either by the city itself or through sale for private use.
Since the war, about 1.300 parcels have been disposed of for use asx
sites for small private residences. To a considerable extent, the
city has been able to keep land values at low levels through the dis-
position of its building land at low prices. In the early post-war
period, this control of prices was strengthened by the provision that
land values must be low in order to receive subsidy in connection with
new construction. Building sites are still relatively cheap in spite
of a substantial increase in private activity.

Lots are sold by the city under specific regulations pertaining to
their use. The price is determined by the intensity of the intended
utilization, and has no definite relation to the cost of the property.
In general. however, the proceeds have equalled the cost of acqui-
sition.

i “Garden Suburbs of the Cily of Stackholm—Same Officinl Data.”” issued by City of
Stockholm Real Estate Office, 1934. d ye
47
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The sale of property by the municipality is usually made condi-
tional upon the right to repurchase the land in 70 to 100 years at the
original sales price with an additional payment to cover the value of
the existing improvements. This plan was used from 1900 to 1931,
when the basis of compensation was altered by eliminating the award
for the improvements,

Since 1932 an interesting arrangement has been used in connection
with the sale of public lands in large blocks for private apartment-
house construction. The city takes back a purchase-money mortgage
for the land. A stipulation is made that the dividends of the pro-
prietary corporation shall be limited to 6 percent per year. Any
excess earnings are used to purchase stock in the corporation in the
name of the municipality. When all the equity stock has been ac-
quired by the city in this manner, title in the property is transferred
to the municipality.

The municipal purchase of land for building purposes in Austria **
was not common before the war, although some peripheral public
land did exist. Since that time, the cities have been able to acquire
land at exceedingly low prices because of the low rate of private
building activity and the consequently restricted market for build-
ing plots. Vienna owned 4,690 hectares in 1918 and by 1928 was in
possession of 6,411 hectares, or a total area equal to one-fourth the
area of the city. Most of the land was purchased by agreement,
since the procedure of expropriation is complicated and slow. Land
is leased by the city for building purposes for 80 years with reversion
to public ownership upon payment of compensation for the improve-
ments.

The larger cities of the Netherlands have pursued for some time
the policy of acquiring outlying acreage. Since compulsory pur-
chase is often unduly costly, the predominant practice is to buy the
land in the open market. The land is leased or sold to private in-
terests and to housing societies.®

In Norway land is acquired by agreement only, since there are
no legal provisions for compulsory purchase in this connection.
Leases are made with low ground rents, or the land is sold on ex-
ceptionally easy terms. In some cases the city installs the utilities
and streets free of charge.*®

The absence of a far-sighted policy of land purchase on the part
of the local authorities has been a handicap to the British housing
program. The extensive construction of housing estates by the local
authorities has required the acquisition of large tracts of land. These
have been purchased very little in advance of need and at current
market prices. In many cases the dictates of economy have led to
the purchase of lands well beyond the fringe of urban development
with consequent inconvenience to the tenants of the housing estates
subsequently built there. Land conveniently located can be acquired
only at relatively high prices either by agreement or by compulsory
purchase. The result of this situation has been to add substantially
to the costs of public housing in England.

47 Housing Policy in Europe. International Labour Office, Geneva, 1930, pp. 311-12.
4 Jbid., p. 112,
4 Ibid., pp. 163—4.
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In Germany most of the municipalities have accumulated large
tracts of land over a long period of time. In 1924 it was reported
that 53 towns were known to own one-fifth of all the property con-
tiguous to the city and in some cases as much as one-half or three-
fourths. The extent of land holdings by German cities may be seen
from Table 17, based on the situation in 1914, and showing the rela-
tionship of the public lands to the area of the city.

TABLE 17.—Municipal lands of certain German cities as a percentage of the
city’s administrative area, 191}

Public Public Public Public
City land with- | land out- City land with- | land out-
in the city | side the city in the city |side the city
I

Percent Percent Percent Percent
9.2 240.8 || Strasbourg........._.._._. 33.3 281.0
8.7 37.8 || Hanover.. 31.7 20.4
32.3 27,4 || Spandau_ __......_______. 3.0 42,9

Source: “Some Economic Aspects of Municipal Land Policies of American Cities”’; Masters Thesis,
Northwestern University, George J. Stigler.

The situation in 1934 with respect to land ownership in the 10
largest German cities is shown in Table 18.

TaBiE 18.-—Land owned by the 10 largest German cities in 1933-3}, classified
by present use (in hectares)

;. | Buildings, parks, Open space and
Total muniei- i 4 4 ' i
Total | pal h oldings ! mxsceelltzgleous, Forests agr‘xggfitl:ral
. area of
City mt;lnici- i

pality ... |Outside .., [Outside .. | Outside .. | Outside

Incity | o cipy | 10 €It | G eipy | IR CItY | o gigy | TR €Y | o city
Berlin. __ 88,357 | 30,898 { 30,329 | 3,959 572 | 14,066 | 9,477 | 12,873 | 20,280
Hamburg 13,566 | 5384 |._._____ 2102 1. 38 | 3,244 | _____
Cologne 25,108 | 8,170 | 2,429 | 2,171 63 643 79 | 5,35 2,287
Munich 18,828 | 2,499 | 5,398 887 392 180 1,621 1,432 3,385
Leipzig__ 12,854 | 4,077 | 2,911 8556 189 1,048 332| 2174 2,390
Essen.._.._ 18,845 i 2,161 118 1,154 . I D 1,007 89
Dresden._ ... __._._______. 11,920 1,915 927 591 93 121 299 1,203 535
Breslau.___._........_..... 17,470 | 3,115 | 5,154 1,494 168 (. ____ 2,037 1,621 2, 940
Frankfort .. ____ ... ___ 19,460 | 7,070 950 801 355 | 4,220 510 | 2,049 85
Dortmund. . __..___._..____ 27,143 | 2,978 | 2,881 956 352 695 435 1,327 2,094

t Exclusive of streets, railways, ete.
2 This land may be used for building only under special circumstances.
2 This land is held primarily for building purposes.

Source: Statistische Jahrbuch Deulscher Gemeinden, 1935, p. 36 fI.

Peripheral land is the raw commodity from which the future city
is made, and the control by the municipality of its exploitation
affords many advantages. In the first place, its development can be
made to conform to the city plan. Utilities and arterial highways
can easily be laid out to provide the most efficient pattern, and land
uses may be controlled for the most effective development. Further-
more, antisocial exploitation and speculation can be prevented, the
overcrowding of structures avoided, and excessive land prices in
developing areas controlled by making the public lands available for
improvement in competition with privately owned property.
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As the area of the city expands and the outlying districts are
absorbed, under municipal ownership the coordination of public
services is easily effected, and economic waste arising from extension
into remote areas beyond belts of open land is avoided by extending
utilities only as the immediate need demands. This is in contrast to
the costly practice of private initiative in the overdevelopment of
subdivision property far in advance of actual requirements. It per-
mits planned, compact development instead of the usual spotty, hap-
hazard development. Finally, any increment in land value created
by the extension of the community is preserved for the municipality.

{ !
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FIGURE 15.—PLAN OF THE WEOLEY CASTLE PUBLIC HOUSING ESTATE IN
BIRMINGIIAM,

Another important advantage of the ownership of raw land by
public authority lies in its utilization in the provision of housing for
low-income groups. Since under a long-range program the land can
usually be acquired at low prices, it is possible for the city to provide
public housing at lower rents than would be the case if the land were
bought in the open market when needed for building.

In the city of Stockholm, it has Jong been the practice to lease
the public land for the production of low-rent housing, mainly by
public utility societies and cooperatives. Because of the original
low cost of the land, these leases are on very favorable terms and
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enable rents to be substantially lower than where land must be ac-
quired from private interests at speculative prices. It is usually
provided in the lease that at its expiration the city may acquire
the land and its improvements upon the payment of a reasonable
sum to cover the remaining value of the buildings. Leases of public
lands are frequently made to private interests at rentals which are
below the current market rate. However, such conditions of tenure
are imposed as to give the municipality unusual controls over the
use of the land as well as favorable reversion rights.

In Germany, a large share of building is done on public land.
For instance, between 1901 and 1913, in a group of 92 towns, approxi-
mately two- thirds of the total land emplm’ed for housmg construc-
tion was leased or sold by the municipalities. In 70 towns of over
50,000 inhabitants, 45 percent of the municipal land ceded during
this same period was utilized by public utility societies, 32 peuem
by private builders, and 23 percent for the erection of municipal
housing. The terms of transfer in Germany are either in the form of
leases or sales with a right to repurchase. The (rerman communities
have steadily increased their holdings as illustrated by the fact that
a group of 173 municipalities acquired 6.756 hectares of building land
between 1919 and 1926. In most cases the land was purchased 1n the
open market, but of this total 151 hectares were acquired through
compulsory purchase 30

A further advantage of the semimonopolistic control of building
sites by nnuumpaht]eq is the opportunity which it affords for influ-
encing the extent of fluctuation in local building cycles. In times
of mactlnh it is sometimes possible to encourage construction
through the provision of building land on favorable terms. In
times of great activity, when owxbu]ldmw is threatened and prices
are rising, the city may withdraw its ]nnpmt\ from the market and
thus tend to reduce the amount of new constriiction.

“ Ibid., 364-7.
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FAMILY REHABILITATION

Bad housing is in some degree a matter of bad housekeeping on
the part of tenants as well as of the physical deficiencies of dwell-
ings. The improvement of housing conditions can be effected
through the training and encouragement of the tenants as well as
through the provision of new accommodations. This fact has been
widely recognized in European countries, with the result that con-
siderable attention is given to the social aspects of housing man-
agement.

It is recognized that there is a tendency for occupants who have
been accustomed to slum conditions to recreate slum conditions in
any new housing in spite of the physical improvements. Families
who for generations have lived in squalid, crowded tenements re-
quire active measures by way of education and training in an appre-
ciation of cleanliness and orderly living.

Although bad housekeeping on the part of tenants may make
good housing bad, 1t is also possible for good tenants in some meas-
ure to make bad housing good. Much of the unhealthy and untidy
conditions existing in areas where the dwelling structures are still
in sound condition and are of a reasonably good design is the
result of bad housekeeping by the tenants and a general social
demoralization which destroys all pride in the home. Bad house-
keeping by public authorities in the neglect or inadequacy of public
services likewise contributes to unsatisfactory housing conditions.

There are cases of extreme poverty which make any attempt at
social rehabilitation without financial aid next to impossible. On
the other hand, there are many cases in which squalid and unhealthy
living conditions are not the result of poverty nor of hopeless
ignorance, but are the reflection of a warped sense of values which
prefers radios, the cinema, or flashy clothes to improved honsing.

Several observers of English housing conditions have discovered
that a substantial proportion of slum occupants could easily afford
better housing. In Ancoats, a poor district of Manchester, a survey
revealed that 35 percent of the families had the capacity to pay
rents of £1 or more per week, which is sufficient to secure decent
accommodations. Such families remain in squalid quarters either
because of ignorance and apathy; because of the convenience of the
location to places of employment, or to social centers or shopping
districts; or because, as already suggested, of a preference for a
wider margin above the expenditure for the basic necessities, It is
in point to report that in an unpublished study of the relation be-
tween rents and incomes in the United States, the findings indicate
that certain racial groups having a notoriously low standard of
living consistently paid a lower proportion of income for rent than
the general average for equivalent income groups of other races.
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: 6 first to recognize the importance of the social rehabili-
tation of tenants was Octavia Hill of London. In 1865, she estabs
lished & system: of property management by trained women ‘which
has grown to great proportions and has resulted in the establish-
ment of the Society of Women Housing Estate Managers® At the
present time ar i

ment managers trained in her principles ar¢ in con-
) an 33,000 dwelling unit
asis of the Qctavia Hill system ig a close personal relation-
the women managers and the tenants. The managers
are trained in social work and areé constantly engaged in assisting
each family with its personal problems and raising the standards
of housekeeping and sanitation as rapidly as possible. Not only
does the woman manager collect the rents, supervige repairs, select
the new tenants, keep books, and court when mnecessary,
but also she constantl ants in & new sense o
ir homes and for main-
hbors.

o sh 1tly encourages: A
responsibility for the proper upkeep of thi
taining’ proper relationships with their

e P — ” et g

IRDORE COMPOUND FOR: A-80

Ficure 16— THE AST AMITIES, AMSTERDAM
Here the municipality attempty the soclal pehabilitation of “problem” faniilies.

~ Private property owners are_ aﬂmmio realize the importance of |
%‘{([)Od management and of social work among their tenants. The
Metropolitan Housing Corporation in London," which owns prop-

erties housing more than 30,000 persons, has clearly demonstrated

‘the economie Justification of providing social services for the benefit

of artisan tenants. This corporation makes a practics of purchas-

ing old properties, still in sound condition, and of reconditioning

the houses for rent to working-group tenants,

M;::?;gs§t§gggty®§:£a§$§3& %%?em,”‘ Clicice oF Career Bevied No. #A. His
% See Part ¥ and nete 40.
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The management of the Metropolitan Housing Corporation recog-
nizes the importance of educating tenants to an appreciation of and
a better use of the facilities which are offered. It considers enlight-
ened management to be a prime requisite in the successful operation
of its properties. The Octavia Hill system is not utilized in full,
since it is the policy of the corporation to provide that rents shall
be paid at the estate office rather than collected in person by women
managers. It believes in the separation of social services rendered
by women workers and the purely business aspects of management.

In each of its large estates the corporation has established, in
addition to the estate office in the charge of the superintendent, a
social center in charge of one or two skilled women social workers.
Thix building provides facilities for all manner of social activity
and is the center for various educational efforts designed to improve
the living standards of the tenants. TIn addition, the matrons make
visits to each family on the estate and are at the disposal of any
tenant who cares to ask for advice. The result has heen a steady
increase in the standards of cleanliness and in the general social
health of the majority of their tenants.

Another function of the matrons is to call on each new family
applving for a house in order to inspect the conditions under which
the family lives. If these conditions are bad, the application is re-
fused, and the tenant is urged to improve his home up to a point
where he will be acceptable.

Another device for raising the standards in the company’s estates
is the “ideal flat” which is set up on the property and opened to
inspection. This model flat is furnished tastefully on a standard
which the tenants can afford in their own homes. The corporation
does not sell furniture. but the ideal flat forms a standard toward
which many of the tenants are encouraged to work.

It may be said that the corporation has found its management
policies to be profitable. For 4 years the corporation has earned a
12 percent dividend on its common stock and has paid an 8 percent
dividend since its organization. Its operations are described more
fully elsewhere (Part V).

An interesting example of a procedure for the social rehabilita-
tion of special groups of families i1s found in Holland. In several
cities special arrangements have been made for the housing of “a-
social” families. These families are found among the verv lowest-
income group and can best be described as antisocial. The particular
manifestation of this characteristic differs. It may consist of the
neglect and damage of property, the chronic nonpayment of rent,
quarrelsomeness. drunkenness, neglect of children, or physical
disability.

In Amsterdam, two housing schemes have been developed for the
segregation of this kind of family in order to prevent the spread
of its bad influence. The selected families are placed in these hous-
ing compounds on a temporary basis for the purpose cf effecting a
rehabilitation and making them into clean, dependable, and peaceable
families. A great deal of attention is given to educating the fam-.
ilies in the proper use of their facilities and in showng them the
error of their ways. Particular attention is given to the children,
for more hope is placed in their future than in that of the parents.
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When a family has demonstrated that it has become a normal
family, it is moved into one of the regular municipal housing estates.
The time required for this rehabilitation varies from 6 months to
2 or 3 years. If it is finally demonstrated that the family is incur-
able, it is evicted. )

Considerable criticism has been levelled at this scheme on the
ground that it definitely labels the families as inferior, a reputation
which follows them even if a cure has been effected. However, the
plan seems to be operating satisfactorily in Holland. It is an-
interesting experiment and will be better tested by a few more years
of operation. :

In response to perhaps the most frequent question raised in con-
nection with pubFic housing, it may be said with some assurance
that former slum dwellers do not generally recreate their previous
environment when moved into new housing. In every country the
problem of educating such tenants is attacked with intelligence and
restraint. Compulsion is avoided and incentives employed. In the
English public housing estates, prizes are offered for the most at-
tractive gardens, for both the front and rear gardens. Since the
English of all classes are garden lovers, only a modicum of en-
couragement is required. Within a few months after the occupa-
tion of a group of new houses by families taken directly from the
slums, the areas at the front are neatly cultivated in lawn or flower
gardens, while the rear plots are planted with thriving vegetables
and flowering shrubs.

It must be admitted that the interiors of the dwellings are not so
attractive as the exteriors. In large part this is explained by the
cheap, worn furnishings and inadequate household equipment, which
are the best that the tenants can afford.

However, the pride of the occupants in their new dwellings is to a
considerable extent translated into better housekeeping, and although
this effect eventually wears off to some extent, it is doubtful if the
former slum dwellers ever completely revert to an attitude of
indifference.

T is true that the degree of improvement is less in the flat dwell-
ings than in the cottage estates. This may be partially explained by
the smaller dwelling units, which give less opportunity for comfort-
able living. Furthermore there is probably a process of both natural
and controlled selection which results in the gravitation of the more
amenable class of tenants to the cottage estates. However, even in
the multifamily structures, housekeeping standards are generally
well above those maintained in the former homes of the tenants.

106333—37——35



Parr VIII
HOUSING STATISTICS

The collection of comprehensive housing data with respect to both
public and private activity has long been recognized abroad as neces-
sary to the formulation and administration of a national housing
policy. An interesting example of an early housing survey is re-
ported in Austria as early as the seventeenth century. In connec-
tion with the practice of “court quartering” at that time, all Viennese
householders were required by decree to make available at nominal
rents to members of the court all the space in their homes above the
minimum required by the family. In keeping records of the avail-
able space, “quarterbooks” were maintained, and it was for making
the original entries that a complete housing census was taken.

Some of the earliest surveys on record in England are those of
local authorities who wished to measure the extent of residential
blight and the need for proper housing. Even the earliest housing
legislation in England in the nineteenth century and in Holland in
1901 provided for the periodic inspection of working-class dwellings
and for the making of surveys of various kinds by the local authori-
ties. Ir 1919, all local authorities in England were required to make
a housing survey in order to estimate the extent of the shortage of
dwelling accommodation.

The decennial census of population in England contains a large
number of items relating to housing. These data cover such items
as the number of dwellings classified by size, number of vacant
dwellings by size, number of families by size, size of family by num-
ber of rooms occupied, number of families by persons per room,
persons per room by size of family, shared dwellings by size of
dwelling, sharing families by number of persons and by size of
dwelling occupied.®* The Act of 1935, which provided for the abate-
ment of overcrowding, required local authorities to make special
overcrowding surveys.covering all working-class dwellings. This
survey has now been completed and a national summary prepared.®

In connection with slum clearance and redevelopment schemes in
English cities, it has been necessary to make detailed surveys of the
areas to be dealt with. Frequent inspections of all working-class
housing are made in each district by the medical officer of health in
order to disclose undesirable conditions in need of remedy. Com-
plete records of each inspection are kept.

In Continental cities, increasing emphasis is being placed on the
securing of adequate data on housing. All communities of any im-
portance in all the principal countries keep a close check on vacancies
and rent levels, new construction and demolitions, and on the general
condition of the housing supply.

5 Jaenicke, Albrecht, “Housing” Bruno Schwan. op. cit. note 2, pp. 301-2,

5 “Cengsus of England and Wales, 1931, Housing.” His Majesty’s Stationery Office,
London, 1935. . R

% “Report on the Overcrowding Survey in England and Wales, 1936.” His Majesty’s
Stationery Office, London, 1936.
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In connection with the Dutch decennial census of population, con-
siderable housing information is secured. These data include such
items as dwellings classified by number of rooms, number of occu-
pants of dwellings classified by size of dwelling, number of dwellings
occupied by families classified by number of children, number of
rooms in dwellings classified by number of persons per room, dwell-
ing units classified by number of bedrooms, and number of dwellings
according to location. in the structure.

Other statistical series which are available for certain principal
cities on an annual or quarterly basis are the distribution of new
construction by annual rentals, the vacancies in different rental
groups, and the ratios of rent to income by income classes. Vacan-
cies 1n municipal and cooperative dwellings are also recorded. These
tabulations are all classified by size of city.*®

In addition to the census data, the Central Statistical Bureau
collects monthly reports from all municipalities covering construc-
tion and demolition. Information is secured on number of dwell-
ing units added by new construction, additions or enlargement, and
conversion of use. The amount of alteration and repair work is
also tabulated. These facts on construction are reported in some
detail, giving the status of the operations, the class of construction,
and the agency responsible for the work.

Data on decreases in the housing supply are tabulated under the
following heads: Demolitions of Unfit Houses, Demolitions to Make
Room for New Construction, Decreases Through Remodeling, and
Decreases Through Changes in Use. '

Current records of housing construction and demolitions are main-
tained in Germany.’” Relative to construction of new units, data
are reported showing the amount of construction by different agen-
cies In major cities and in provinces; the size of units classified by
type of structure, building agency, and city: and the amount of
construction effected with the assistance of State or local subsidy.
Building-permit data published include the number of permits for
new construction, for additions, repairs, and reconditioning, .and the
amount of construction proposed. Monthly indexes of building
costs, costs of living, costs of building materials. and unemployment
in construction industries are kept. The Statistical Yearbook of
German Municipalities publishes the amount of land holdings of
various municipalities and the uses to which these holdings are
committed.

The regular census of France records numerous housing data,
showing the number of families and the number of dwelling units
for all administrative areas. The number of dwelling units is classi-
fied according to the number of rooms in the unit. The extent of
vacancies and the number of unfit dwellings that are in use are
recorded. The occurrence of overcrowding is presented, showing
number of persons classified by number of rooms occupied.

Since 1790 France has maintained complete real-estate records by
means of a cadastral survey. The primary purpose is in coinection
with real-estate taxation. In addition, the survev provides bases for
land registration, the recording of title. and mortgage registration.

68 “Volkstelling, 31 December 1930,” Deel 1V. Centraal Bureau voor de Statistiek,
's Gravenhage, 1933.
57 Deutscher Bauvereing Kalender. Carl Heymanns, Berlin (publisher).
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A complete description of each parcel of land is kept, showing loca-
tion and area, owners of various interests, assessed valuation of the
land, land use, and encumbrances on the property.

In Italy housing statistics are collected regularly in each principal
city and published quarterly in summary form for the whole coun-
try.®® Data on the following items relating to housing are presented:
population changes; marriages; migratory movements of families;
building activity; employment in the building trades; wages and
hours of work; costs of construction; permits to occupy a dwelling
classified by location, type of construction, and ownersﬁip; permits
for reconditioning and demolition; data on each type of lending insti-
tution, prices of securities of mortgage institutions, total of mort-
gages held; transfers of vacant and improved properties; foreclos-
ures; prices of real estate by type and location; vacancy; changes in
domicile; dispossessions and evictions by legal action; rents; and
prices of complementary services such as gas, electricity, and water.

The widespread recognition of the vital importance of comprehen-
sive data with respect to the housing supply and its utilization arises
from several considerations. In the first place, conditions in the
housing and mortgage market and the status of the construction in-
dustry are recognized as important factors in the national economy.
Governments are awake to the need for preserving healthy condi-
tions and vitality in these fields in order to avoid serious repercussions
in other economic activities. In times of depression, the revival of
residential construction and of activity in housing is accepted as basic
to recovery. Remedial measures in this direction can be taken only
on the basis of an adequate knowledge of conditions and an analysis
of the difficulties based upon a factual foundation.

The active participation of government in the provision of housing
accommodation through financial aid and in the improvement of
housing conditions requires an intimate knowledge of the housing
situation on the part of national and local governments. No rational
housing policy can be evolved without adequate statistics, nor can the
administration of such a policy be successtul without continual con-
tact with the situation in the housing market. Under certain condi-
tions, Government activity must be curtailed, while in other circum-
stances, an energetic course of stimulation is needed. National and
local programs must be reconstructed and altered from time to time
to meet special conditions. Thus a comprehensive and flexible hous-
ing policy can be founded only on specific information kept up to
date.

83 «J] Mercato Edilizio”, Federazione Nazionale Fascista, Roma.



Parr IX
FILTERING UP

A very plausible theory, ‘widely held among those interested in
housing, is that improvement of housing conditions among the lower-
income gzqufs:,;will be obtained as a result of a “filtering up” process
made possible by the provision of new houses for the middle- and
upper-income groups. This is thought to operate through market
. forces resulting in a reduction of rents in those houses left vacant
by families moving into the new housing, Thus, if new dwellings
are provided for one of the hlﬂfher-incqme groups, the houses which
these families leave vacant will be offered at a somewhat: lower rent.
Thus those in the next lower incoms group can secure better accom-
modations at about the samie price Whicg they have been paying.

Photograph by Martin Gerlach, Vienna:
FiatrE '1T~~MUNICIPAL: HOUSING: IN' YIENNA.

"This process is assumed to continue through successively lower eco-
nomie groups until the final result is'a vacancy in the lowest class
of “hoilsin%, L 5. 3 S g .
In an effort fo test the validity of this theory, and to determine
in & general way the extent to which. the filtering up process may
be depended upon to improve the housing conditions of the lower-
income groups, the experience of certain foreign countries has been
examined. o
In the early post-war period in England, the emphasis in housm%
policy was upon the augmentation of the housing supply. Although

69



60 EUROPEAN HOUSING POLICY AND PRACTICE

it was recognized that housing conditions for the working classes
were badly in need of remedy, the failure to take specific action in
this direction was justified in many quarters by the assumption that
the filtering up process would ultimately result in improved condi-
tions for these families.

The high rate of building activity in England between 1920 and
1930 has been described elsewhere in this report (Part IIT). It has
likewise been pointed out that the new houses produced were not
occupied by members of the low-income groups (Part V). As the
proportion of private building increased, the ratio of houses built
for sale at prices well beyond the reach of the working classes like-
wise increased. Thus, from the standpoint of the quality character-
istics of the increment in housing supply added from 1920 to 1930,
the situation was well adapted to the operation of the filtering up
effect.

The extent to which the housing conditions in the lower grades
were improved by this process is very difficult to determine. There
are some indications that an improvement was made, but several
conflicting forces were operative. It is probable, for instance, there
was some horizontal movement from slum housing into the new pub-
lic housing on the part of families who could afford the higher
rents. Again, from 25,000 to 30,000 unfit houses were demolished,
resulting m at least a slight pressure from the bottom toward better
grades of accommodation. Finally, a total of 5,943,462 dwellings
were repaired from 1920 to 1930, which must have been of consider-
able effect in bettering living conditions.

The 1931 census indicates a definite improvement in the extent
of overcrowding in the preceding decade. The average number of
persons per occupied house dropped from 4.85 in 1921 to 4.38 in 1931.5°
The measures of overcrowding in terms of persons per room show a
similar trend as indicated in the following table:

TABLE 19.—Private families in England and Wales, 1921 and 1931, classified by
DPCTr3ONS per room

Number of
families (in Percentage
. thousands)
Density (persons per room)
1921 1931 1921 1931
100.0 100.0
.23 .23
.38 .31
.42 .28
1.37 .96
.61 .33
1.13 .83
156 .93
5.2 3.9
5.4 3.7
5.3 4.5
12.3 10.1
18. 4 18.6
26.1 29,3
9.0 10.8
12.6 15.3

Source: “Census of England and Wales, 1931—Housing”’, His Majesty’s Stationery Office, London,

1935, p. xxiii. -

% «“A National Housing Policy,” Report by Natinnal Housing Committee. P. 8, King &
Son, Ltd., London, 1934, p. 0O7.
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On the other hand, the data indicate that doubling up continued
unabated. In both 1921 and 1931 the average number of families per
occupied house was 1.12.%° This situation i1s mainly explainable on
the basis of the decrease in the average size of family from 4.33 to
3.91. While the population increased by 5.6 percent, the number of
families increased 17.1 percent.®

These facts on occupancy point to the conclusion that the deficiency
in housing accommodation had not been made up by 1930. This
inference 1s supported by the data on uninhabited dwellings, which
indicate that the proportion in 1921 was 2.7 percent and in 1931,
2.9 percent. These figures may be compared with those for 1911,
when a 5.6 percent vacancy existed, and 1901, when the percentage
was 6.7.6 :

It is interesting that the lowest vacancy ratios in 1931 obtained in
4- and 5-room units (1.5 and 1.4 percent, respectively) in spite of the
fact that the greatest increase in occupied dwellings from 1921 to
1931 occurred 1n this category.®®

Thus it appears that in the decade covered by the facts just quoted
the housing situation among the working classes in England was
improved to only a small degree, and that the filtering up process
was largely prevented by the apparent failure to produce an excess
of supply in any value category. While the available data do not
disprove that some small upward movement may have occurred, it
may be concluded that the aggregate effect on the lower-income
groups was slight and that no vacuum was created at the bottom of
the housing scale.®* :

Contemporary opinion on whether the filtering up process had been
effective by 1930 supports the conclusion that little had been accom-
plished. In a report of the National Housing and Town Planning
Council in 1929, the following statement is made with respect to
existing conditions among the working classes:

We have carefully studied the reports of medical officers of health, and
both from these reports and from the opinions of workers in the poorer dis-
tricts, we have been forced to the conclusion that the pressure of overcrowding
in the slums is hardly less than it was 10 years ago.®

The opinion on filtering up is expressed as follows:

‘When post-war building began, it was hoped that there would be a gradual
movement of the working-class population out of the slums into better houses.
This might occur in two ways, either the slum dweller might go direct into a
new house or a process of “filtering up” might occur under which the slum
dweller would move from the slum into a better pre-war house, the tenant
of which would, in his turn, move into a new house. Both these processes
have, of course, occurred, but on a disappointingly small scale.®

In a report issued by the Ministry of Health in 1931, the following
statement refers to this process:

About 1,000,000 of the new houses which have been built have been built
for sale, and the rest, owing to the increased cost of building and the higher

® Thid.

o Ibid., p. 55. .

‘:l‘igieélsus oxfj England and Wales, 1931, Housing.” Op. cit. note 54, ch, 3, p. xii.

., p. xi.

¢ There is no method of determining to what extent a surplus may have existed in the
various value groups of housing. Thus it is possible, though not probable, that during
the decade a surplus agpeared in certain of the value groups which was absorbed through
an upward movement, but which was not sufficient to offset the great increase in families
in the lower groups. Thus the terminal cross-section statistics on vacaney would not
reflect thig earlier movement.

6 A Policy for the Slums.” Op. eit. note 23, p. 18,

@ Ibid., p. 15.
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standard now reguired, are let af rents which are higher ‘than. the poorer
memberg of the working classes can afford; but it was assumed 10 years ago
that under these conditions & flltering up process would. take place; those who
eould afford it moving to the new houses and so relieving the pressure on the
lower-rented. accommodation, N S

Unfortunately, the evidence before g ghows that this process of filtering mip
has not ‘yet occurred on any substantial scale; It is wclear that this: indireet
approach to the problem depends for its success on a spufficlent; degree of
mobility 1o the ‘working classes, and the evidence which we have received
suggests that the movement of working-class tenants has béen less than might
have beéni éxpected® * » %

There are a number of explanations which may be offered to show:
cause for the failure of the filtering u£ process to effect any substan-
ditions of the English working

tial improvement in the housing con

Fiavrs 18~~PUBLIC HOUSING IN ENGLAND,
Wall-up flatg Tocated, 1o o central aven on. the site of & former slum;

groups. Some of these inhibiting influences reflect the conditions
existing in England during this period; others are of more general

application: o
‘%ithout much doubt the basic difficulty lay in not building enough
houses. The difficulty of substantially improving the living condi-
tions in the lower-income groups by adding to the su Fp}y in the
upper strata may better be appreciated from an .analysis of the
* quality distribution of the total housing supply. From this stand-
point, the existing housing may be likened to a pyramid. The high-

o oReport of the Interdepartmental Committes on: Rént Restrictions. Acts, 193L» 0p.
el note .84, i
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quality houses are relatively few in number, while the great mass of
housing lies in the lower grades. The following table reveals the
situation in England on the basis of an estimate by a recognized
authority (Table 20) :

Tasre 20.—Distribution of dwelling units in England and Wales, classified dy
rent, based on estimates as of Sept. 30, 1932

‘Weekly rental
Number Percent
Outside London London
B 7| SN NN 9, 355, 000 100.0
Less than 108. 5d. ($2.55) . .o_ecooccacna- Less than 158. 24. ($3.70). <. .c.o..._ 5, 700, 000 60.9
108. 5d. to 248. ($2.55 t0 $5.90). .. ._.....| 158. 2d. to 32s. 1d. ($3.70 to $7.85) . ... 2, 385, 000 25.5
More than 248. ($5.90) e e coceavceaan.. More than 32s. 1d. ($7.85) e ccecaee .- 1, 270, 000 13.6

NoOTE.—~These rentals (including rates at 10s. in the pound) are the approximate equivalents of the follow-
ing ratable values: £13 (£20 in London) and £35 (£45 in London). Dwellings of ratable values over £78
( £105 in London) are not included in this table.

Source : “The Housing Problem—A Concise Survey,” by Sir Francis Fremantle, p. 27.

It appears from these data that 60 percent of all dwelling units
rent at less than 10s. 5d. ($2.55) (15s. 2d. ($3.70) in London).%

The dwellings of those in need of relief fall in this group. It is
obvious, then, that to make a proportionately important improve-
ment in their condition a huge proportionate increase would have to
be made in some upper group. For instance, an improvement for
only 10 percent of the families in the lowest group would require
a 45 percent addition to the highest group, assuming that filtering
up would be effective.

The vacancy and occupancy statistics for England fairly well
demonstrate that new building in the aggregate barely kept pace
with the total increase in families from 1921 to 1931. Filtering up
had little chance to operate under these circomstances.

The rent restrictions acts which were enforced during the post-
war period were a hindrance to the free operation of filtering up.
Under their provisions when a dwelling fell vacant it became decon-
trolled. This situation slowed up the rate of turn-over of houses
to a considerable degree, since landlords raised the rental of vacant
units above the controlled level for occupied units. This effect
might have been counteracted provided that there had been'added an
increment of supply sufficient to force rents down to the controlled
level, but such was not the case.

There are a number of generally applicable reasons why filtering
up can never be particularly effective. The argument that a small
proportionate improvement among the lower-income groups can re-
sult only from a great proportionate increase in the supply at some
higher level applies in any situation. Furthermore, there are a
number of influences which lead the working classes to remain in
their original environment, even though better accommodation might
be offered at the same rent. In addition to general inertia and a

% These rents are inclusive of rates. Thus the rents used as class llmits will vary
in aceordance with the rate of taxation in the various communities. A rate of 10 shillings
in the pound is assumed for the rent equivalents used here.
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desire to remain near friends and relatives, there is the matter of
convenience to places of occupation. Filtering up from a quality
standpoint ordinarily implies filtering outward from the center of
the city to points less convenient to the centers of employment of
the working groups. Another point sometimes raised 1s the reluc-
tance of the landlords of intermediate dwellings to accept former
slum dwellers as tenants.

The general rigidity of rents also militates against the filtering up
process. Even though vacancies may be created in some classes of
housing as a result of new construction, prices and rents are slow to
move. Often this inertia is the result of the fact that the surplus of
housing is built up during good times and rents in vacant proper-
ties are held up in anticipation of continued prosperity. It 1s a
recognized characteristic of rents that in the price cycle there is a
tendency for changes in the rent level to lag behind changes in
other prices.

It might be said that if the housing market were perfectly organ-
ized, filtering up could not occur; and conversely, that only to the
extent that the building industry fails to control production in
accordance with demand can the process operate at all. Thus, if the
producers of housing are well informed of the demand situation,
there will be no overproduction in any grade of housing, and no
surplus will be created. When demand is satisfied, the building of
new units will cease. Actually, of course, surpluses do appear from
time to time as a result of the lack of organization in the building
industry and the absence of adequate statistics on the current demand
and supply situation. However, these imperfections are gradually
being overcome, and filtering up may become of decreasing impor-
tance as a possibility for improving housing conditions. *

At the present time in England there are some indications that
the housing conditions among the working classes have been im-
proving at a faster rate since 1930 than during the previous decade.
This improvement has been facilitated, no doubt, by the great expan-
sion of private construction of houses for sale. A significant out-
ward movement to the suburbs has occurred in many of the great
cities in connection with the creation of a great new class of home
owners in response to the effective merchandising activities of the
operative builders. The mutation of thousands of families from
tenants to home owners has undoubtedly left a vacuum among rental
properties which was filled up from below.

Another movement which gained momentum after 1930 was the
horizontal flow of working-group families from slums to public
housing. The slum clearance program assumed substantial propor-
tions, particularly after 1933, and resulted in the displacement of
thousands of families from unfit quarters directly into new housing.
The decline in construction costs and the more generous subsidy pro-
vided by the 1930 Act permitted rents in local authority housing to
be reduced within the reach of a greater share of working-group
families.

Another facilitating force was the change in the rent restriction
acts which brought an end to the decontrolling of the lowest-rent
houses upon their becoming vacant. This change tended to make
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the occupants more mobile and removed one of the restrictions to the
-operations of the filtering up process. , , e

From the English experience, it is impossible to judge the validity
of the filtering upb;;heﬂry Certainly, from 1920 to 1930 it was in-
effective, perhaps because of obstructive influences, Since that time
the improvement in housing conditions might lead one to place more
faith in the;,j]i‘;fo(:ess, but so many other factors were operative that
it is impossible to dissociate the various forces. At best, filtering up
can be credited with only a minor influence. P

There are some. aspects of the housing situation in the Netherlands
which -su%;g@st that filtering up may have occurred to some degree.
By 1930 the shortage in housing accommodation which existed at the

Figues 19—PRIVATE GARDENS IN WYTHENSHAWE, MANCHESTER,
The former glum dwellers: pecupying publie housing take prest pride in-their new quarters

end of the war had been more than made up. The momentum of
the construetion industry, stimulated by Government aid in the early
1920, continued unabated through 1934, By that time a large
surplus had accumulated, and the rental level had been affected.
The following statement by the leading housing authority of Hol-
land suggests that &n upward movement may have occurred and
that a vacuum at the bottom of the housing scale had been created :
Owing to the numerous unoccupied dwellings dnd the general fall in rents,
muny flats of inferior standard have fallen empty and will be difficult to let.®
It is known, however, that during the last few years of depression
there has been a substantial emigration from the citics on the part
of those seeking lower living costs into the rural areas and the vil-
lages. Thus the excess supply of low-rent dwellings may have
resulted from the removal of a part of the demand, in addition fo

" ook »:

the upward movement of working-group families into better g

ters at the same rents. With incomes falling during the same period
es the decline in rents, it is doubtful that rents fell proportionately

& Van der Kas, H. Op. oit. note 4, p. 84
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faster, a condition precedent to the operation of the filtering up
process.

It is patently impossible to analyze accurately this situation on the
basis of such inadequate data. It is significant, however, that in
spite of the high over-all vacancy, from 7 to 8 percent in the larger
cities, there still exists an acute need for houses at rentals within the
reach of the lower-income groups.

This analysis of the effectiveness of the filtering up process in
European countries is admittedly inconclusive. It may be said with
assurance, however, that no evidence has been adduced in England
and Holland, nor in any other country, that dependence can be
placed on this procedure for a substantial improvement in the hous-
ing conditions of the lower-income group. Cures of a more positive
nature are demanded.



Parr X
THE NEED FOR COMPREHENSIVE ACTION

European experience indicates that significant advances in the im-
provement of housing conditions and the guidance of the private
housing and home-financing industry require a comprehensive and
flexible program utilizing a variety of devices, and that the housing
policy must be administered with a broad, social viewpoint. No
single remedy has been found for the many interrelated problems
"comprehending such different aspects as the provision of housing,
its financing, the control of land utilization, the establishment of
construction standards, and the improvement of conditions in exist-
ing housing accommodations.

At the present time the housing activities of the several European
governments are a part of the broad program for social betterment,
affecting many types of social and economic activity. The improve-
ment of housing conditions is considered to be a function of organ-
ized society in much the same way as the provision of educational
facilities. The broad program of which housing is a part embraces
public health measures, social security, city planning, and the provi-
sion of recreational facilities. The social costs of bad housing are
accepted as of equal effect with the social costs of sickness, illiteracy,
unemployment, and poverty.

This view has gained wide acceptance among all groups and in-
terests, as is well 1llustrated by the fact that in England several suc-
cessive Governments, whether conservative or liberal, have urged
housing reform in one way or another. Legislation passed by one
Government has been enforced and administered by another of dif-
ferent political views.

Little general protest is now being raised to the activities of the
Government in housing, in spite of the fact that heavy costs are
involved for both the central and local authorities. It is typical
that the secretary of a strong and active taxpayers’ association in
one of the large English cities states that his organization has no
objection to the costs of the housing program and, on the contrary,
feels that the improvement of housing conditions is an economy
measure in its long-term effects.

Because of the intimate connection between housing programs and
other measures for social betterment, there is a tendency to confuse
the costs directly chargeable to housing and those which arise from
the other related activities. Thus such social services as kinder-
gartens, parks, and recreational facilities, which are frequently found
in connection with housing developments, give rise tq costs ordi-
narily charged against housing. It would appear more reasonable
to ascribe to housing only those services which are rendered indis-
pensable by the form of housing itself. Other public services should
be charged to the wider program of social betterment.

The most effective housing programs are found in those nations
where not only is housing considered from a broad social viewpoint,
but also a comprehensive variety of measures have been taken. The
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need for a versatile and flexible attack becomes clear
tion of the multiform and interrelated aspects of ho
House f?@dﬁgtinn by private and semipublic agen
affected by governmental activities in this direction. of
home financing are complicated by the mrieéy of lending institu-
tions and by a multitidinous set: of forces affecting the real-estate
situation. ‘The effect of changing social customs and ﬂuctuatinflj
sconomic conditions must be considered in -establishing remedial
measures. Each of the wvarious manifestations of blight requires
special treatment. Control of land wutilization and the enforcement

ng standards must be correlated with the other aspects of
housing policy.

Ficuer 20,—REDEVELOPMENT SCHEME IN MANCHESTER.

This ‘project covers ‘27 acres, 2,019 families were displaced by cleatance opérations, and
W 1,008 families; will be rehoused on the site In Dew fats. 4

To illustrate the need for comprehensive and correlated treatment
of w gituation characterized by cotiiplicated and. inconstant forces,
the experience of England in dealing with slums and residential
blight, will be considered in. some detail. While this is only one
phase of the housing problem, the success of the varied attacks
employed in Great Britain demonstrates the effectiveness of & well-
rounded program. S ‘

Insanitary and substandard housing appears in various forms,
each re%ﬂﬁmgxlts special treatment. Thus one of the first powers
provided to_English local authorities was for the demolition or
repair of individual insanitary structures. After insgectian by the
health officer, 4 structure might be declared unfit for habitation and
the owner required either to make the necessary repairs or to de-
molish the structure if it was beyond redemption, In the event of
his failure to perform this work, the local authority was authorized
to make the repairs or destroy thé building at the expense of the
owner.. Later provision was made for similar treatment of obstruc-
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tive dwellings which, because of their physical relationship to other
structures, were the cause of insanitary housing eonditions.

Because of the fact that unfit houses frequently exist in large
groups commonly termed “slums”, it was provided in the Act of 1890
that local authorities could treat such areas as a whole through
wholesale demolition and the redevelopment of the district in accord-
ance with a coordinated plan. It was not until post-war times that
an Exchequer subsidy was provided to assist local authorities in the
prosecution of slum clearance operations. This subsidy was in-
creased by the Act of 1930, and some of the existing but inadequate
powers of local authorities were expanded. It was made possible
not only to deal with slum areas as a whole but also to execute
schemes for the redevelopment of large areas wherein not all of the
housing was subject to either repair or destruction. In such areas
various methods could be employed in accordance with the particular
circumstances. Certain of the structures might be fit only for dem-
olition, while others could be made into satisfactory housing
through remodeling and repair. Obstructive dwellings might be
removed, and in some cases even sound and adequate dwellings would
require removal in order to provide for a better street plan or for
open spaces.

Another device employed in the improvement of housing condi-
tions is the enforcement of standards of occupancy. For many years
it was within the powers of local authorities to establish and enforce
bylaws relative to the overcrowding of dwellings. In 1935 it became
a part of national policy to enforce such restrictions in all com-
munities. The Overcrowding Act of 1935 made it illegal for either
the landlord or the tenant to permit working-class dwellings to be
occupied by more than the number of persons prescribed by the act
as the maximum for the space available. By the abatement of over-
crowding it is possible to create satisfactory housing conditions in
structures of proper design and in sound condition where, because of
overcrowding, the situation was unhealthy and unwholesome.

The final set of powers which relate to the quality of housing
accommodation provides for the prevention of residential blight. In
order to forestall the formation of slums and the creation of sub-
standard accommodation, various powers have been provided the
English local authorities. Powers were early given for the adoption
and enforcement of building bylaws controlling construction stand-
ards for new buildings. This power prevented the erection of dwell-
ings which were badly designed and which would be substandard
from the moment of their completion. The adoption of a town plan
was another method of controlling this evil. By the proper alloca-
tion of land uses in form of adequate zoning the development and
spread of residential blight can be held in check.

One of the most important factors contributing to the success of
slum clearance programs in both England and Holland has been the
favorable basis of awards in connection with compulsory acquisition.
The most favorable law is found in England, where the compensation
for unfit dwellings which are condemned for housing purposes is
based upon the value of the cleared site with no compensation what-
ever for the structure. The theory of this basis of award is that,
since the exploitation of an unfit house is in itself illegal, there is no
obligation on the part of society to compensate the owner of contra-
band goods in case the land beneath is required for public purposes.
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In Holland the basis of compensation is somewhat, less favorable but
operates on the same ¢ eneraftheogy; o A
The English law of condemnation has undoubtedly been 1’“%?{
responsible for the fact that the burden undertaken by English
municipalities in e¢6nnection with their extensive slum clearance op-
erations has not xaroved to be unbearable; in fact, it is estimated that
the program to be undertaken by the city of lieeds, involving: the
demolition «of 30,000 houses and the rehousing of 110,000 displaced
persons, will ultimately increase the property taxes by approximately
' percent, i, €, 1s. 1d. per pound sterling of assessed value."

Photograph by Clifiord Stelfox, Manchester.
Fiouns 21L—NEW CONSTRUCIION IN THE COLLYHURST REDEVELOPMENT AREA
OF MANCHESTER,

 Some idea of the extensiveness of the operations going on in Eng-
Jand may be gained from the following facts: In 1933, at the request
of the Ministry of Health, all Jocal authorities presented programs
for proposed slum clesrance: operations for the.succeeding 8 years.
These g) ans called for the demolition of 268,500 houses and the erec-
tion of 286,400 new dwellings.” At the present time, 3 years later,
satisfactory progress is being madeé under these plans, and it seems
likely that the objectives will be attained very nearly within the
period specified.™

% Dobbs, A. J. “The Manchester Guardian®, Thursday, May 2; 1935, = =

m”; {‘”‘?{,‘5’; ‘%"”&“‘é% : ortp of %imtm of Hedlih, 1555-3). His Malesty's Printing Ofice,
0] {cmda, s P . 9 ; o o o -

“As?’t:'f March. 81, 1936, 80,611 dwellings had beeni constructed to rehouse persons
displaced by slum clearance operations. A total of nearly 90,000 houses had been elosed
ior demolished -under the Act of 1930. :Of these, more than 44,000 had been demolished
n clearance and improvement areas, At the same .date 41,508 houses were under con-
struction: for rebousing displaced slum dwellers,



Parr XI
COOPERATIVE HOUSING

Cooperation in housing is widespread in Europe and has come to
its highest development in Scandinavian countries, particularly
Sweden, where it is part of a strong cooperative movement embrac-
ing the production and distribution of both industrial and agricul-
tural products. The cooperative societies in Stockholm are credited
with having built 29,839 dwelling units since 1916.

Activity in Stockholm centers in two cooperative housing societies
familiarly known as the S. K. B. (Stockholms Kooperativa Bostads-
forening) and the H. S. B. (Hyresgasternas Sparkasse-och Bygg-
nadsforening).

The first was organized in 1916 and has built 1,785 dwelling units.
The second, organized in 1923, has had a most spectacular develop-
ment and has been responsible for the construction of 8,716 dwelling
units since that time. This organization is not only a cooperative
housing society but also a cooperative savings bank.”

Through decades of experience which reaches back as far as the
1870’s, the cooperative housing societies have developed an experi-
ence which is valuable not only from the point of view of their
housing operations but also from that of the organization of coopera-
tive eflort. The latest move is to create a national cooperative hous-
ing organization to facilitate exchange of experience between co-
operative housing societies in different cities in Sweden, to strengthen
each other financially, and to develop a further appreciation of the
significance of cooperation in Stockholm.

The rapid progress of cooperation in Stockholm and other Swedish
cities is largely due to the close relationship which is maintained
hetween the governmental agencies and the cooperative societies. On
the board of directors of the H. S. B., for example, one member is
appointed by the municipality of Stockholm. The most recent pro-
posal made 1s that the city relinquish this right of appointment of a
member of the board of directors and assume in its stead the privi-
lege of auditing the accounts and otherwise increasing the supervi-
ston of the society exercised by the municipality.

The H. S. B. acts as a parent society for the small local groups
which desire to secure the benefits of cooperative effort. In the
typical case the H. S. B. prepares plans, secures contracts, super-
vises construction, secures temporary construction loans, and then
refinances this advance with a permanent loan secured from the usual
first-mortgage sources. In acfdition, the city or the State second-
mortgage financing agency will advance permanent funds on second
mortgage. The city also frequently gives concessions by way of low
ground rents to the H. S. B.

7 Julin, Intendent Henning, a lecture given Aug. 8, 1936, in Stockholm. Housing
Index-Digest of Central Housing Committee, Washington, Sept. 1-15, 1936, pp. 26fF.
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When the property has been completed and is ready for occu-
pancy with the permanent financing arranged, the H. S. B. sells the
property to the group of cooperators, who then assume responsibility
for determining management policies, L

_The management function itself is exercised by the H. S. B.

Through purchases of supplies in large quantities for all the proper-

ties ‘which it operates and uniform accounting and controls it is

per: sxpenses for all the properties to a point

well below that which could be attained by the individual societies
perating separately.

able to reduce operating e:

Frovry 22.—~COOPERATIVE HOUSING IN STOCKHOLM,
Built by the H. 8. B., parent #6ciéty, and owned. and operated by ong of the subsidiary
‘eooperatives,

On taking over the responsibility for the property the members of
the local group subscribe to stock in their own society in an amount
which. represents the equity of the IL 8. B, in the property plus
5 percent. This premium is in the nature of a contribution to the
H. S. B. designed to increase its operating funds and thus expand
‘its operations. ] '

Very small cash down payments are required from the cooperating
tenants, 'The equity is %md in monthly installments on notes given
by the members of the local group. These notes are in turn tra

by the ] up. are in turn trans-
ferred to the IL. 8. B., the parent society, as security for its advance
to cover the equity in the property. _

_The housing cooperative known as the S. K. B. owns and operates
directly & number of projects, and is continuing to build new develop-
‘ments from time to time. Policy is determined by the vote of all
‘eooperating tenant-members; and the administration is in the hands
of a directorate which includes representatives of the municipality.
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At the time of securing an apartment each tenant makes a deposit
which is proportionate to the rent of the unit. However, he is free
to vacate at any time, and the deposit is refunded in full.

Through the device of cooperation the cost of occupancy in the
cooperative property is reduced considerably below the current rate
for comparable properties produced by private enterprise on a com-
mercial basis.

It is a basic principle, however, of the whole cooperative movement
in Sweden to promote the cooperative idea not through price appeal
alone but through the development of a real cooperative spirit. The
attempt is not made, therefore, to furnish houses at the lowest pos-
sible rents, but at rents which represent a fair return on the invest-
ment made in the property and which will stimulate rather than
stifle the competition of private initiative.

The contribution of cooperation in Stockholm consists not alone
in the reduction of rents in cooperative houses and throughout the
competitive rental market, but also in the development of higher
housing standards throughout the whole market. The technical con-
tributions of cooperative housing architects and engineers to the im-
provement of design and to the efficiency of plan have been outstand-
ing. It is reported that a plan efficiency of 85 percent has been
attained in cooperative apartments designed and built through the
H. S. B. and other cooperative societies in Stockholm. This stand-
ard, once achieved by the cooperative societies, sets a goal of attain-
ment for private enterprise and thus tends to raise the technical
standards of the whole industry.

Cooperative enterprise in nations other than Sweden varies in
importance. In England, it has never played a significant part in
the housing movement, though the British cooperatives have led the
way in other fields. In Holland, limited-dividend societies and coop-
eratives, both eligible for financial assistance from the State or com-
munes, provided 15 percent of the new dwellings built from 1921 to
1934. In Germany, laws in furtherance of cooperatives were passed
in 1868 and in 1889. In this latter year, 38 housing cooperatives were
in existence, but by 1914, this number had increased to 1,402. In
1935, the Union for German Cooperative Building Societies had a
membership of nearly 2,700 groups.

In Denmark, cooperatives have been active for some time, particu-
larly in Copenhagen. The first association was created in 1865, and
has built almost 5,000 dwelling units. Another society, founded in
1912, has constructed 3,600 units. From 1920 to 1934, cooperatives
and limited-dividend societies were responsible for almost one-third
of the new dwelling construction in Copenhagen.

The cooperative housing movement in Switzerland did not attain
full momentum until after the war. At present there are about 230
housing cooperatives, of which 130 are organized as public utility
cooperatives,

Apparently, successful cooperation in housing is based upon the
following prerequisites :

1. A group of convinced and zealous cooperators who will not
become alarmed and abandon cooperation in the face of a tem-
porary decline in general price levels in the field in which they
are operating, which may offer a temporary advantage to those
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who desert the cooperative groups. Coherence and homogeneity
of the group cooperating, based upon a common background of
culture, objectives, and point of view, appear to be quite essential
features of successful cooperation.

2. Trained leadership is one of the essential features of suc-
cessful cooperation in housing. Through decades of experience
in cooperation the Scandinavian countries have developed a body
of leaders who constitute one of the major assets of the coopera-
tive movement. Such leaders cannot be developed quickly.
They must become imbued with the ideals of cooperation, and
they must, above all, subordinate selfish interests to the interests
of the group.

Ficure 23.—TYPICAL UNITS IN A COOPERATIVE PROJECT, STOCKHOLM.
Monthly payments range from $25 to $35.

3. The remarkable success of cooperation in Scandinavia can, in
large measure, be attributed to the ability of cooperating groups
to secure an advance of funds sufficient to enable projects to
proceed without large down payments being required of the
members of the cooperating group. The H. S. B. is now attack-
ing the problem of arranging to finance cooperators who are
forced by circumstances beyond their control to separate from
the cooperative group. No cooperator is permitted to make
speculative profits from his participation in an enterprise, and
it is felt by the leaders that they should not be made to suffer in
case they are obliged to withdraw from the enterprise.

4. Cooperation in housing in Scandinavian countries is sup-
ported by a background of experience and a spirit of mutual
assistance which permeate the whole social structure. This makes
it difficult for unfriendly interests to block or sabotage a co-
operative housing project, since cooperative groups in all fields
starcllddready to lend their assistance and support whenever
needed.
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ORGANIZATION OF THE BUILDING INDUSTRY

In no other country, apparently, does the speculative element play
as important a part 1n the real-estate market as in America. There
are a number of influences that may account for this fact.

In Continental countries the widespread ownership of peripheral
land by communities acts as a partial control on speculation in build-
ing sites. The fact that a goodly proportion of all construction is
done by housing societies under governmental supervision and by
public authorities without the pro?lt motive leaves a more restricted
field for private initiative. Furthermore, the wide use of multiple-
family structures and the predominance of tenancy even among the
middle classes further limit the possibility for speculative profit.
Finally, the basic stability of the real-estate market and the absence
of wide fluctuations in values and in activity tend to discourage
speculation.

In the Scandinavian countries, the major part of housing construc-
tion is carried on through direct contract with the owner, which, in
many cases, is a8 housing society. The erection of individual houses
is mainly limited to suburban villas for the upper-income groups.
These are ordinarily custom-built under architectural supervision and
by direct contract. :

The large English operative builders use only land which they
have subdivided and developed. Lots are not sold off except under
contract to build on them.

In France, speculation in vacant lands was formerly rife, particu-
larly in the suburbs of Paris, but this has been largely curbed. Pri-
vate building has nearly ceased, except with government assistance in
the form of credit extensions.

In Germany and Austria, construction for the lower middle-income
groups, which constitute a major portion of the market, is mainly
carried on by housing societies with Government assistance or by
municipalities. The present emphasis on construction of suburban
homesteads leads to home ownership by members of the lower-income
groups, but since the developments are created by public agencies or
under direct public control, no speculative element is present.

The organization of the housing market in England is most nearly
parallel to that in this country. However, even here the speculative
element is of minor importance. It is estimated that at least 75 per-
cent of all new houses are sold before they are built, for owner occu-

. pancy rather than for speculation. The American custom of pur-
chasing building lots or new houses to be held for a rise in prices 1s of
infrequent occurrence. There does exist in connection with the pres-
ent building boom some speculation in agricultural land on the out-
skirts of the large cities. However, speculation in subdivision lots is
infrequent because of the fact that operative builders make the prac-

75
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tice of purchasing large estates and of carrying through their de-
VeloEment from raw land, installing streets and utilities, constructing
the houses, and selling them directly to owner occupants.

In general, large building firms dominate the market in England.
A great many of these are well-established organizations with a long
history of sound operation. It is true, however, that a large number
of new firms have grown up in connection with the current building
boom. Many of these are small and of uncertain reputation, but there
are some cases of extremely rapid expansion on a sound basis. For
instance, one large concern, operating in the London territory, has
developed 26 large housing estates in the past 10 years and has
erected and marketed a total of 80,000 houses.

It is the custom for the large operative builders to purchase exten-
sive tracts of land on the outskirts of the city. This land is made
available in such large units through the breaking up of the great
estates of the landed gentry. These subdivisions are developed on a
large scale by the builders, and in many cases the houses are built
on the order of the purchasers, who select the design from exhibition
houses which are kept open for inspection.

Iﬂ Faies -ﬂ
BTV

o

First floor. Second floor.
FIGURE 24.—PRIVATE HOUSING, ENGLAND.

A semi-detached dwelling selling for $3,545; $200 down and $4.50 per week.

In England, the architect occupies a stronger position than in
America. His services are widely used, both by operative builders
and by individuals constructing their own homes. The relationship
of the architect to the sources of building materials and supplies gives
him a strategic advantage which he does not possess in this country.
He is in a position to secure discounts in the purchase of building
materials for his client which are not otherwise available.

The profits of operative builders are generally modest in compari-
son with the margins characteristic of American real-estate develop-
ments. A mark-up of 10 percent after all costs including selling
expenses is not uncommon, although in some cases it ranges from 15
to 20 percent. There are some instances of houses built for rent and,
when the present building boom subsides, this will probably become
more common. In one instance, a builder reports a net return of
10 percent on houses built for rent.

The large-scale operation of the operative builders undoubtedly
results in substantial savings. The purchase of great tracts of land
and the purchase of building materials in large quantities through
the agency of the architect result in substantial economies. Another
source of saving lies in the standardization of units. Although sev-
eral variations in design are offered to the purchaser, the basic plan
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of all the houses is well standardized, and standard units can be used
in all the construction.

" The actual building operations are executed on a large scale with
houses built in groups of 50 or 100. It requires 8 to 10 weeks from
the time the foundation is laid until a house is ready for occupancy.
At the present time selling costs are low. For instance, in a rather
exceptional case, the cost in one subdivision was as low as 1 percent.
It is estimated that on the average selling costs range from 74 to
10 percent.

s a result of large-scale land purchase and large-scale develop-
ment, a low land cost per house 1s attained. For instance, one oper-
ator reports that for a house selling at £460 ($2,250), the cost of the
land, including roads and utilities, was £55 ($269).

Another important element in the market is the availability of
almost unlimited funds from the building societies for the financing
of construction. These building societies are directly parallel to the
American building and loan associations in basic organization. How-
ever, an important difference lies in the fact that the English build-
ing societies are of much greater size and resources and operate
branch offices in different parts of the country. The money is sup-
glied on first mortgages at low rates, at the present time reported to

e ranging from 4 to 414 percent. Commitments are made in advance
of construction. The temporary funds for construction are supplied
by the operative builder.

The majority of private-enterprise houses built for sale are of the
two-family side-by-side type. These structures are usually of two
stories with no basement, although some one-story bungalow types
are being built. Each half of the structure is sold off into separate
ownership. A few single-family free-standing houses are offered for
sale, both two-story and bungalow types, but these are somewhat
higher priced than the standard variety.

The three-bedroom house is the most popular. Two-bedroom
dwellings are offered in both bungalow and two-story design, and
some four-bedroom units are sold. In most cases a living room
and a dining room of about equal dimensions are provided. A
kitchen with a larder and an entry hall complete the first-floor facili-
ties. On the second floor are the bedrooms, a bath with lavatory, and
a toilet in a separate room. In some of the less expensive houses the
bathroom is on the first floor and the toilet on the second floor.
Storage closets in the bedrooms are rare.

The facilities offered in the low- and medium-priced British houses
are not up to American standards. Central heating is virtually non-
existent except in apartments, each room being provided with a fire-
. place, either coal-burning or equipped with an electric or gas grate.

Both the bathroom and the kitchen are usually tiled to dado height.
Hot water is provided in the kitchen by a small coal stove which is
also used for cooking purposes and for heating the room. In some
cases a gas water heater is installed, but even then the coal heater is
retained. Additional cooking facilities are provided in the form of
gas plates. No refrigeration of any kind is deemed necessary.

Structurally the houses are soundly bhuilt. A shallow foundation
trench is dug, concrete footings poured, and solid brick walls laid on
this base with a dampproof course of lead-core bitumen laid near
the base of the wall to prevent dampness from creeping up the wall.
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Exterior walls are of 9 to 10 inches of solid brickwork. Interior
walls are either of brick or of a form of cinder slab. In some cases
the outer walls are finished in stucco. Roofs are universally of slate
or tile.

Water, sewer, gas, and electricity are always installed. Interior
electric wiring and lighting fixtures would be considered inadequate
in America. Typically, only one electric outlet is provided in each
room.

The houses are built with a maximum density of about 12 to the
acre. Individual plots average 30 by 150 feet. Front and rear
gardens are fenced off and cultivated with great diligence by the
householders.

At the present time the majority of houses built by the large
operators fall in the price range from £500 to £1,000 ($2,445 to
$4,890). In many housing estates two purchase plans are offered,
freehold and leasehold. In a typical case the following terms are
offered :

Freehold | Leasehold Freehold | Leasehold
£ £ s. d, 8. d,
Purchase price........-.. 775 665 { Weekly payments. ........ 18 3 15 6
Down payment...__.... 80 70 || Weekly taxes...._..__...__. 5 1 5 1
Mortgage. - coccameaoace 695 595 || Groundrent..__._._....._. e aa 2 4
Total weekly outlay. 23 4 2 11

In the case illustrated by this table, the weekly payment figure in-
cludes an amount to apply on the prepayment of a premium for an
insurance policy issued to the mortgagee to cover the risk of loss on
15 percent of the advance.

A significant forward step was made by the British building indus-
try in 1933 in the formation of the Building Industries National
Council. This is, in effect, an industrial or trade association of the
vertical type, bringing together all the elements of the construction
industry. The objective of the council is stated as follows:

To initiate, supervise, and provide a medium for cooperative action and com-
mon effort on the part of appropriate bodies and organizations, which is likely to
conduce to the advancement and welfare of the Building and Constructional
Group of Industries * =* *™

The nucleus of the council was formed in 1929, and during the de-
pression years of 1931 and 1932, it performed its first important
function in protesting against the wave of governmental economy
measures which it believed to be inimical both to the building indus-
try and to the economic recovery of the country. When this crisis
had passed, the objectives of the group were broadened to include
active measures for promoting wider cooperation among all the
factors in the industry.

The membership of the Building Industries National Council is
composed of associated bodies, with full voting rights, and allied
members, who cooperate but have no vote. The first category in-
cludes organizations representing building-materials manufacturers,
chartered surveyors, building-trades employers, building-trades oper-

T “Year Book for 1936”, Building Industries National Council, February 1936, p. 19.
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atives, architects, electrical manufacturers, civil-engineering contrac-
tors, and concrete dealers. The allied members are various trade as-
sociations connected with the industry.

The functions of the council include the providing of a place for
the collection and coordination of views and opinions on various sub-
jects, technical or otherwise, which concern the industry. It provides
the machinery for consultation between the associated bodies.

Another function is the collection and presentation of statistical
information pertinent to the problems of the industry.

Some of the matters with which the council has concerned itself
through its various committees are: Delays by governmental bodies
in the approval of proposed construction, local shortages of brick,
standardization of measurements for sand and ballast, jerry-building,
craft training, revisions in building laws, the encouragement of a
national code of building regulations, standardization of plumbing
materials and other equipment, and the desirability of lessening the
violent fluctuations in the activities of the construction industry.

The Building Industries National Council is a vigorous organiza-
tion, rapidly growing in strength and in the scope of its activities.
It seems destined to play a major role in the rationalization of the
construction industry in England.

The general description of the organization of the residential build-
ing in(%ust in England has been presented as essential to a true
picture of the current building boom. Looking across the sea from a
country where home building has been in a state of prostration for
more than 5 years, it is difficult to comprehend the scope of activity
in the British Isles. The London area is humming with construction
activity, with the metropolis encircled with a wide band of newly
developed subdivisions. Houses are sold as fast as they can be built,
and the penumbral agricultural land is being brought into residential
use at an unprecedented rate.

The same situation exists in the provinces. Almost without ex-
ception, each urban area is dotted with new construction, mostly at
the periphery. Since both local authorities and private initiative are
building at a rapid rate, there has arisen a general shortage of skilled
labor in the building trades. This shortage has resulted in some
cases in the payment of premium wages to carpenters and brick-
layers. Some of the local authorities are experimenting with new
building materials in order to prevent the shortage of bricklayers
from hindering their housing operations.

To understand the present building boom it will be well to trace
its development and to point out some of the factors which bear upon
the situation. It will be recalled that early post-war building was
stimulated by a system of subsidy which resulted in the construction
by local authorities and to some extent by private interests of a
large number of working-class houses. (See Table 2, Part IIL.)
These dwellings were neither for the lowest-income groups, nor were
they available to the middle and upper middle classes. By 1980 the
shortage of accommodations for skilled workers and white-collar
workers was probably overcome, but neither the poor nor the well-
to-do were adequately supplied. The resources of the gradually re-
cuperating building industry had been almost completely absorbed in
ihe construction of assisted housing; furthermore, the restriction of
rents made it unprofitable to build on a commercial basis.
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With the gradual relaxation of rent restrictions and the with-
drawal of subsidies, except for slum clearance operations, private-
initiative building began to increase. Whereas in 1925 private build-
ing without subsidy accounted for only 38 percent of house construc-
tion, by 1930 this proportion had increased to 68 percent. In 1935,
private building reached a peak of activity, accounting for 286,374
hoilses, or 87 percent of all house construction. (See Table 2, Part
III.

A)comparison of the relative rates of building activity in England
and in the United States indicates that residential construction
proceeded at a somewhat more rapid pace in this country at the top
of the cycle than has yet been attained in Great Britain (Table 21).

TABLE 21.——House construction in relation to population, England, 1926 to 1935,
United States, 1920 to 1929

England United States
_ Dwelling Nonfarm Dwelling
tli):ﬂﬂ(ain Dwelling | units per popula- gggm units per
Year thou- ui‘r’gzgan, 10’%)0 Year tlgg 2 (i |ypits eon- ‘0'“{0
S| popula- ou- popula-
sands) tion sands) |Structed| Zion
55.7 74,352 | 203, 500 27.4
60.8 76,134 | 414,100 54.4
42,9 77,916 | 694,800 89.2
51.0 79,698 | 856,300 107.4
46.2 81,480 | 877,400 107.7
50. 2 933, 112.1
49.9 85,044 | 877,400 103.2
66.1 86,826 | 835,200 96.2
80.9 88,608 | 758,000 85.6
79.7 90,390 | 505,300 55°9

1 Total population.

* Based on houses of £78 ratable valus or less (£105 in London area). Houses of higher value are numer-
ically unimportant. Construction in rural areas cannot be separated but probably does not constitute a
significant proportion of the total. X

3 Nonfarm population prorated by years as of Jan. 1. Census of population for 1920 and 1930.

¢ Nonfarm dwelling units based on estimate.

There are a number of tendencies which accompanied this great
increase in private building which have been offered as partial ex-
planations of it. In the first place, there probably existed a backlog
of demand, carrying over from the early post-war period, for middle-
and upper middle-class housing. Further, the high standards of
housing built by the local authorities and the wide public interest
in the public housing program tended to induce a general dissatis-
faction with the obsolete dwellings which had long been accepted as
hygienically and socially adequate. Home ownership became more
angl more popular through one of those infectious and relentless
trends of fashion in the nature of a fad. The purchase of a house
was made easy through the almost unlimited reservoir of funds in
the hands of the building societies, which had become the most
popular depository of the savings of the small investor. Various
devices were developed in the form of mortgage-risk insurance and
builders’ guarantees to facilitate purchase on easy terms. (See Part
XTII.

Thez'e were two factors which tended to increase the total demand
for housing, particularly in some of the large cities. The first was
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the increase in the number of families in proportion to the increase
in population. In 1921 the average size of family was 4.14 persons.
By 1931 this had decreased to 3.72 persons, indicating an increase
in demand for housing out of proportion to the increase in popula-
tion. Furthermore, in the same decade the aggregate increase in
the number of families in England and Wales was 1,494,000, or
698,000 greater than the increase of the previous censal period.”

GROWTH OF SETTLED AREAS
1800 Bl e0- 104
&g 1800 - 1850 BB (914 - 1936 ==

CHART TII-—GROWTH OF SETTLED AREAS IN THE LONDON METROPOLITAN
REGION.

The second factor influencing demand in the large cities was the
internal migration away from certain districts. For instance, there
was a great influx of population to the London area, particularly
at the expense of the northern coal-mining and shipbuilding dis-
tricts. The rise of industrial activity in the Midland cities tended
to draw population to them and thus to increase the pressure of
demand for housing.

7 “Census of England and Wales, 1931, Housing.” Op. cit. note 54, pp. xiv and xXviii.
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There is definite evidence in the English cities of the same kind
of suburban trend which accompanied the rapid rate of urbanization
in the United States in the 1920’s. The growth map of London
(Chart IIT) illustrates the rapid expansion of the metropolitan area
at the periphery in late years. Here, as in other cities, this is
partially explained by several factors, including the improvement of
roads, the extension of transportation facilities, and the increased
usgl of the automobile. This last item is shown by the following
tabple:

TABLR 22.—Number of cars licensed in Great Britain, 1926 to 1935, and number
of new-car sales, 1931 to 1935

Cars
Year {taxed on | New-car Year (taxed on | New-car
(quarter ended Aug. 31) horse- sales (quarter ended Aug. 31) horse- sales
power) power)
1926 eee o cmccceeneae| 876,207 . 1,076,128 | 139,403
1927 - 1, 118, 521 152, 950
1928, 1,195, 882 183, 069
1929, 1,208,440 | 226,631
1930. 1,477,378 | 276,001

Source : Ministry of Transport, as reported in Seventy-ninth Statistical Abstract of the
United Kingdom, pp. 312-13, and “Road Notes—Great Britain”, 1935-36, issued by the
British Road Federation, Ltd., London,

Finally, there have been a number of changes in the field of prices
which are frequently pointed to as explanatory of the current build-
ing boom in England. The decrease in mortgage interest rates is
one of these changes. Building society rates have fallen from 6 per-
cent in 1930 to 414 percent at the present. It is, of course, impossible
to determine to what extent this factor has been operative, but there
is no doubt that it has had some influence in stimulating construc-
tion.

The reduction in the cost of construction has likewise been an
incentive to build. From the post-war peak in 1920, costs declined
until 1923, and rose again to a higher point in 1925 and 1926. In
1923, the average cost of construction of three-bedroom houses built
by local authorities was about £350 ($1,712). This increased to £448
($2,191) in 1926, and then steadily declined until June 1933, when it
reached £285 ($1,394). .Since then, there has been a slight increase,™

An interesting explanation of the building boom appeared in the
London Economist of October 26 and November 2, 1935. It was
suggested that the great increase in house purchasing was the result
of a release of effective purchasing power occasioned by the coinci-
dental increase in earnings and decrease in the cost of food and
clothing. The rise in the number of cars purchased which paralleled
the increase in house construction was adduced as further evidence
of this expansion of purchasing power.

The explanations of Britain’s building boom which have been
offered indicate that it is not, by any means, totally unsound in its
origins. On the other hand, there are certain evidences which give
rise to a reasonable question of its continuance. Many features of

 Seventh to Sizteenth Annual Reporis of the Ministry of Health, 1925 to 1935. His
Majesty's Stationery Office, London,
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the current real-estate market are parallel to the situation in America
during the period of intense real-estate activity which culminated so
disastrously in 1930. For instance, there exists the same high pres-
sure selling with low down payments, sometimes as low as 5 percent,
and easy terms. There is an increasing intensity of competition
among sellers. The competition for loans by lending institutions
has brought more and more favorable terms for the borrowers.
While it is true that certain safeguards have been introduced, such
as a more careful examination of the personal credit of the borrower
and more rigid limitations of the amount advanced in relation to the
borrowers’ income, it is difficult to determine how effective or uni-
versal these measures are There are persistent rumors that credit
is being extended unwisely in many cases, and that purchasers are
undertaking obligations which may prove too heavy for them to
dischar{g:.

The further rumor is prevalent that there is at least some “jerry-
building” that is being marketed at exorbitant profits to the builder.
It is, of course, impossible to secure any statistical measure of this
factor, but the fact that a member of the housing committee of the
London County Council openly condemned it recently in a statement
to the press and urged the prompt adoption of measures to prevent
or further restrict it indicates that it is more than rumor.”

Signs advertising flats or houses “to let” are appearing. There
are no vacancy surveys from which an accurate measure of the per-
centage of vacancies can be computed, but the consensus appears to
be that a normal vacancy has not yet been reached. But one who
has been absent from the country for a period of time cannot help
being impressed by the increase in the number of these signs and by
the apparent greater ease of finding a place to rent.

Netther is there available any dependable index of rents, so that
it is impossible to say with confidence whether the rent level is
changing. But one would suspect from increases in vacancies that
among certain types of property there is a tendency for rents to
soften. The opinion has been expressed by careful observers that
certain types of accommodation in certain kinds of location have
already been overbuilt.

There appears to be a tendency in the direction of abandonment
of the large and old-fashioned single-family houses for the smaller,
less labor-making apartment. Apparently, it is reported, the de-
mand for the smart, efficient “luxury flat” is insatiable. These are
even appearing “in the country”, that is, at the fringes of the built-
up area, near to golf courses and the open country. Londoners have
broken away from traditional conservatism, are renting luxury flats
in buildings of ultra-modern design with central heating, mechanical
refrigeration, and “snack bars”, and with a number of incidentals
like swimming pools, clubrooms, and squash courts thrown in for
good measure. Many who are not going into “flats” and who 10
years ago would probably not have dreamed of living in a home
of their own are paying their £25 ($122) down, contracting to pay

T 8ilkin, Mr. Lewis, M. P., chairman of the London County Council Housing C itt
as reported in the “News Chronicle” (London), July 9, 193(;:.y The Minister o: Hggllg, S?ﬁ:
Kinggley Wood, also emphasized the need for the elimination of the agrry-bnilder in a
ﬁéf”.g;:hJulymie'r thl% 3Hso;n;e of Commons, July 16, 1936. (Reported in the “Telegraph” (Shef-
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15 to 30 or more shillings a week ($3.70 to $7.35 or more) until

their hair has grown gray, and are moving into their own bunga-

%})ws1 ord“estates” on the installment plan (“hire-purchase plan”, in
ngland).

I% is said that a fundamental difference between conditions in the
two countries, England and America, is found in the complete ab-
sence of speculation in the purchase of homes in England. It is, of
course, impossible to check the literal accuracy of this assertion, but it
is quite generally made by careful observers. Those who are buying
homes are doing so, it is said, with the sole purpose of occupying
them, and not in the hope of selling sooner or later at a profit. The
market is therefore more stable, so the story goes, than it is in boom
periods in the United States.

If this premise is sound, the conclusion follows quite inevitably.
But one is sometimes tempted to question the premise. For instance,
an advertisement which has appeared a number of times in London
newspapers reads:

In a few years land will be worth more than bungalow at the present bargain
price of £205 ($1,443) leasehold, or £395 ($1,932) freehold.

If this sort of appeal occurs in the advertising, it 1s not difficult
to imagine what form it may take in the salesman’s presentation.

There is no definite agreement among informed observers in Eng-
land as to whether or not building and real-estate activity have
reached a climax. The decline in the number of houses built by pri-
vate initiative without governmental assistance from 286,374 in 1934~
35 to 271,369 in 1935-36 may be of some significance. Some believe
that the pace may be maintained for a period—*“we are bumping
along on the height of a plateau”, is a common expression. Other
opinion indicates that the decline has already set in.

The Building Industry Survey of the Building Industries Na-
tional Council for June 1936, says:

Official figures * * * show that the number of houses built in England
and Wales during the year ended March 31, 1936, did not attain the record
level of the previous year in spite of an increase in house building by local
authorities. * * * On the longer view, a gradual change in the type of
(building) material demanded will commence, those for which the main de-
mand arises from new housing construction tending to decline, and those used
in larger structures to increase.

There appears to be agreement among close observers that decline
in house construction lies definitely ahead, but there is no agreement
about when the decline will set in or whether it has already set in,
nor as to how precipitous the decline may be.
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THE HOME MORTGAGE MARKET

A variety of home financing institutions has grown up in Europe
as a reflection of the varied conditions existing in the social and eco-
nomic structures of various nations. The parallels of many of these
institutions may be found in America, but the conditions under
which they operate and their techniques of lending vary markedly.
Furthermore, the control which is exercised by public authority over
the mortgage market is of long standing in most of these countries
and contributes to a stability and restraint which has not been
characteristic in America.

The direct lending operations of many of the Governments in
the early post-war period and the various other forms of govern-
ment participation in the real-estate and mortgage market occasioned
by the post-war building crisis have created a permanent interest in
this field and resulted in a certain degree of dependence upon Gov-
ernment assistance and control. Another characteristic of the for-
eign mortgage markets is the high degree of specialization by insti-
tutions providing capital for the financing of housing. Because of
these basic differences between the situation abroad and in America,
it is difficult to make comparisons, and the application of the experi-
ence of Government in this field is hazardous.

In order to understand the variety of practices and conditions
which exist in the various countries, it may be well to examine some
of the characteristic lending practices.

In England it is estimated that 80 to 90 percent of the first-mort-
gage money for housing is supplied by the building societies. These
organizations operate on essentially the same plan as the building
and loan associations in this country. Their growth since the war
has been remarkable. In 1920 the total loans outstanding amounted
to £68,811,690 ($336,575,179), but by the end of 1935 this had in-
creased to £529,279,825 ($2,588,839,944).7¢ The building societies are
considerably larger institutions than the average building and loan
association in America. The two outstanding societies, the Halifax
and the Abbey Road, have loans outstanding of £85,942,300 ($420,-
365,275) and £40,273,300 ($196,986,779), respectively.” These organ-
izations and many of the other large societies operate in various parts
of England through branch offices. Of the 1,007 societies in Great
Britain in 1934, 100 societies possessed 86 percent of the total mort-
cage assets.®® It is a common opinion that the building boom in
Great Britain could never have attained its present proportions with-
out the almost unlimited supply of funds available from this source.

™ Building Societies Yearbook, 1936, p. 59.
:%’blig Economist, “Building Societies Special Survey”, Apr. 11, 1936, pp. 14-15.
) 85
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Building societies mormally lend: from 70 to 75 percent of the
appraised valus of the property. Inthe past few years, interest rates. -
have declinéd until they now are reported to range :{rqm %4 to:4%%
percent. The term of the loan is from 20 to 25 years in most cases.
As explained: elsewhere in this section; advances in eéxcess of the
normal 70 percent are made by the building societies 1f arrange-
ments for guaranteeing the excess advlance by means of a deposit

¢& is issued to Fover the exfess

are made by the builder; or ifdnsuran
advance, with the premium paid by the borrower.

Figurs 25-~PRIVATE HOUSING
AMERICA.

A typical small house financed Gnder the .
FHA pilan, /The icost of construction “was ‘QR_ !
$4,000, thé Jand eest, $1,000. Monthly ol
payments. .are $40.97 including debt serv-
dee, taxes, and insurance.

el
m
x
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Before the expansion of building societies into the leading posi-
tion in the mortgage market, the common source of mortgage money
wag the funds of private-investors administered through. solicitors.

“This device was well organized; with a cooperative exchange which
brought together those who had money to lend and those who
wished to borrow ” o ,

Other sources of mortgage money in England are insurance com-

panies, ‘who lend ‘mainly on multiple-family structures, and com-
- mercial banks, who occasionally advance funds for short ierms or
accept real-estate security for commercial or private loans,

At the present time, the life-insurance companies are attempting

‘to. popularize a plan which has much merit. Under this scheme
the borrower wishing to build or purchase a home borrows on first
inortgage from an insurance company and at the same times gub-
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scribes to an endowment policy whose maturity date is the same
as that of the loan. The face value of the insurance policy and
of the mortgage are equal, and it is so arranged that if the horrower
dies before the maturity date, the proceeds of the insurance will
retire the debt. If he lives, the proceeds of the endowment policy
are used for this purpose.

Junior financing is not common in England, particularly for new
construction. This is the result of the high proportion of the value
of the property which may be borrowed from the building societies,
which are now doing the greater share of the business. Even when
excess advances are made up to 85 or even 90 percent of the value of
the property under the arrangements previously described, this total
advance is secured by one instrument, and all the funds are supplied
from a single source. ‘

While the majority of real-estate loans made in England provide
for a relatively long term, from 20 to 25 years, it is generally possible
to call the loan upon 3 or 6 months’ notice. Section 103 of the Law
of Property Act of 1925% requires that the mortgagee give the
mortgagor 3 months’ notice of calling the loan. In some cases spe-
cial provisions are inserted in the mortgage deed covering this
point. The indenture used by the Halifax Building Society contains
the following:

That if the society shall cause to be given to the mortgagor or left at the
mortgagor's usual or last-known place of abode in England or upon any part
of the mortgaged property 6 months’ previous notice in writing, under the hand
of an officer of the society anthorized in that behalf, requiring payment of the
rei'emption money, he will pay such money forthwith upon the expiration of
such notice.

In many cases no specific provision is inserted in the mortgage. A
representative of one of the largest societies makes the following
statement :

It is more usual for a mortgagee to place reliance on the statute than to
msert any provision empowering him to call in his loan, for the reason that by
statute he can call it in at any time by 3 months’ notice. 1t is, however, occa-
sionally provided in a mortgage that the mortgagee shall give 6 months' notice
before calling in. .

In recent years, bzcause of the general low level of interest rates. it
has become increasingly customary for lenders to insert a clause in
the mortgages providing for an interest rate which fluctuates in pro-
portion to the Bank of England interest rate. A typical clause is as
follows:

And also that, if at any time or times during the continuance of this security.
bank rate shall be in excess of 314 percent per annum, the mortgagor will in
respect of such period or periods pay to the society interest (hereinafter called
additional interest) at a rate equal to the amount by which bank rate exceeds
3% percent. .

While this provision is not in general use, it is becoming increas-
ingly popular as a protection to the lender against a general rise in
the price of investment funds. The effect of the call provision is to
offset to a degree the advantages to the borrower of long-term bor-
rowing, since in time of financial stress he may be required to pay
off his debt when he 1s least able to do so. )

8115 Geoo. V. ch. 20.
106333—37——7
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In Holland ® first-mortgage money is provided by private mort-
gage banks specializing in this field. There are 48 institutions of
this type, the majority of whiech were established before 1900.%
These institutions secure funds through the sale of debenture bonds,
with a difference of about three-fourths of 1 percent between the
interest rate on the bonds and the mortgage interest rate. The loans
are usually made for a 10-year term, renewable upon reappraisal of
the property. The proportion of the loan to the value of the prop-
erty ranges from 60 to 70 percent, and the interest rate from 5 to 51
percent. The amortization rate is 1 to 2 percent per year.

FicURE 26.—MODERN FLATS IN STOCKHOLM.

These arve ty¥pical of the hundreds of cooperative and lmited-dividend company fats in
Sweden. Note the individual balconies.

An interesting feature of the operations of one first-mortgage
company is the treatment of foreclosed properties. These proper-
ties are turned over to a subsidiary company at the cost of acquisi-
tion. The subsidiary then disposes of the properties if conditions
are right, or manages them until a more propitious time for disposal.

Second-mortgage money is secured from institutions specializing
in this type of lending, and the interest rate has been in the neighbor-
liood of 6 to 7 percent. At the period of disorganization in the mort-
gage market following the war, the State found it necessary to pro-
vide second-mortgage money bg direct loans to builders. These loans
were issued up to 20 percent of the building cost and were repayable
in 10 years. The rate of interest was progressively reduced from 6
percent until it reached 4.75 percent in 1927. Only a small amount

32 8ee H. Van der Kaa; op eit. note 4, pp. 92-96; H, Van der Kaa, “Housing in Holland
under the Housing Act”; Housing Policy in Europe, op. cit. note 47, pp. 104-09,

“uggwbltggeée van de Vereeniging van Directeuren ven Hypotheekbanken, 22nd annial
number,
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has been loaned by the State, but the existence of this source of funds
has been an effective control on private lending.

A considerable amount of housing construction i~ done by limited-
dividend corporations and cooperatives in Holland.  Funds for these
operations are often secured from the communitiex. In other cases
loans are made by savings institutions or by the several social-insur-
ance funds controlled by the State. Many of these loans are made
under municipal guarantees.

In Denmark ™ a peculiar tvpe of lending institution has grown up
and has been adopted in other Scandinavian countries, First-mort-
gage money i supplied by so-called credit societies. These are mu-
tual organizations and provide for the pooling of the credit of a
group of horrowers.  An individual or housing society which wishes
to secure first-mortgage money is required to join the credit society
and to put up its property ax security for the money which it wishes
to borrow. The credit society issues debenture bondx based upon the
pool of credit to its members. Instead of receiving cash as the pro-
ceeds of the loan. the borrower receives credit society debentures
whose total face value ix approximately equal to the face value of
the mortgage. To secure the necessary cash the borrower then mar-
kets these bonds on the open market at the current rate.

Thix same type of organization exists in the second-mortgage field
as well and 1x called a mortgage society. '

The debentures of the first-mortgage societiex carry a coupon rate
of 4 to 414 percent interest and are currently quoted at a price which
makes the vield about 475 percent. The second-mortgage organiza-
tions issue securities at 414 to 5 percent interest which sell at prices
which yield 5.10 percent.

In Norway ® the credit associations make first-mortgage loans at
414 percent interest. The annual debt service pavment is the sum of
the interest charge on the face value of the loan. an additional charge
of 0.2 percent for administration. and an annual amortization re-
quirement of 0.3 percent of the face value. For masonry houses the
term of the loan 1s 6216 vears. but for frame honses it is reduced to
52 vears and the amortization requirement increased to (.3 percent.

The debenture bonds carry an interest rate of 414 percent and are
currently selling at 97.  Loans are made up to 60 percent of the value
of the property, but the average loan ranges from 45 to 50 percent.
-\t the time of making the loan a bonus of 2 percent of the face value
15 charged. This is kept as a deposit and repaid without interest
when the loan is finallv retired. The largest credit association in
Norway operates in all the important cities of the country through
branch offices.

Second-mortgage associations have not been particularly snccessful
in Norway because of the difficulty in marketing their securities. At
the present time legislation is being considered for the establishment
of a State second-mortgage institution.

Other lenders in Norway are the savings banks and the insurance
enmpanies.  These institutions lend for shorter terms, in most cases

M Nee (olien, Jnseph L. op. cit. note 5, pp. 190-1; and Boldsen. I, ¢ “Housing.” See
fruno Schwan, op. cit. note 2, pp. 106-10K,

** Nee Cohen, Joseph L. op. cit. note 5. pv. 191-192: Houxing Policy in Europe. op. cit
note 47, pp. 157-162 ¢ International Nurvey of Social Serrices, 1943, hp. cit. n({)te. :%I"ami
Kieland, J. C.. “Norway. See Bruno Schwan, op. cit. note 2. pp. 280-983. ’
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with a provision for termination on 6 months’ notice, although it is
customary to let the loan run for 5 years. Some of the savings banks
also lend on second mortgage. These banks are operated on a non-
profit basis, and any profits which do accrue are used for the benefit
of the community, as in one case for the erection of a public art
allery.
. A Dife-insurance company % operating in Oslo reports that first-
mortgage loans are made on first-class apartment houses and villas
up to 50 percent of the value, at 414 percent interest. These loans
are not amortized and are callable on 6-months’ notice. In some
instances 60 percent loans are granted, but these must be amortized
gradually until they are reduced to 50 percent of the value of the
property. Loans made for periods of 5 or 10 years are at 5 percent
Interest.

In some cases second-mortgage loans are made by this insurance
company under the guarantee of the city of Oslo. In this case the
first-mortgage loan is made on the regular terms of 414 percent
interest and 6 months’ notice of termination. The junior mortgage
carries a rate of 5 percent and has a term of 5 years, after which it
can be called on 6 months’ notice. Amortization requirements are 1
percent per annum of the total of the face amounts of both loans.

Another important lending agency in Norway is the Norwegian
Small Holdings and Dwellings Bank, established by the State in
1903. The purpose of this institution is to supply funds on easy
terms to persons of low income who desire to purchase or to erect
one- or two-family houses. Loans are made on first and second mort-
gages up to 90 percent of the value of the property. A municipal
guarantee is ordinarily required in connection with these loans. The
interest rate varies from 4 to 414 percent, and the period of repay-
ment may be up to 30 years. The Government pays the cost of
administration.

The most important of several sources of credit for financing real
estate in France® 1s the Crédit Foncier, which has the exclusive
right to issue real-estate bonds. Insurance companies are another
source of mortgage money. Under laws designed to encourage the
construction of cheap and moderate-priced housing, the State lends
directly or authorizes this type of lending by savings banks and
certain semipublic institutions. There is, of course, an uncalculated
amount of credit extended by private individuals on real-estate
security.

Since its founding, in 1852, the Crédit Foncier has had a legal
monopoly in the issue of mortgage bonds. In return for this privi-
lege the State exercises a close control over the operations of the
mortgage bank so that it 1s, in effect, a governmental institution.

The Crédit Foncier secures funds for lending from the proceeds
of the sale of mortgage bonds and from deposits. In 1935 the capi-
tal stock was 375,000,000 francs ($17.446.875), which is invested in
readily shiftable securities. The maximum bond issue is fixed at 50
times the nominal capital. On December 31, 1933, the total of the

% Ldun, a life-insurance company closely related to Christiania Almindelige Forsikrings—
Aktieselskap (Storebrand). )

87 8ee Cohen, Josenh L. op. cit.. note I pp. 157-164: Housing Policy in Europe, ap. cit.,
note 47, pp. 205-221; and Infcrnational Survey of Social Services, 1933, op. cif.. note
3, pp. 303-306
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bond issues outstanding was 6,244,992.,700 francs (%$290,548,285) in
mortgage bonds, 262,820,000 francs ($12,227,701) in maritime bonds,
and 10,824,615,350 francs ($503,615229) in communal bonds.®® De-
posits are limited by law to 100,000,000 francs ($4,652,500). These
funds from deposits may be used in short-term lending and for
other commercial banking purposes.

Bonds are usually issued at a premium and in connection with
a lottery in which large prizes are offered. The securities in circu-
lation on December 31. 1935, carry coupon rates of 2.6 to 7.0
percent. The last issue of bonds, in 1934, carried 5.5 percent in-
terest.’® The Crédit Foncier makes loans on both urban and rural
real estate, as well as extending credit to communes. Loans on the
security of houses and farms are made up to 50 percent of the value,
based upon the appraisal of the bank. The maximum term of loans
is 75 years on the land and 30 years on buildings or other property
subject to depreciation. Short-term loans are also made. The rate
of interest on mortgage loans on December 31, 1935, was 8.03 per-
cent.%

Loans to cities and other political subdivisions are usually for
terms of 30 years. Since the war this type of loan has surpassed
m volume the loans to individuals on real-estate security. Long-
term loans of all kinds are regularly amortized. The rate of interest
is limited to 3 percent in excess of the rate on the bonds in circu-
lation, At the present time the rate on bonds is in the neighborhood
of 6.8 percent, a

Arrangements are made for construction loans to contractors
covering the period of construction. These loans, however, are made
by the Sous-Comptoir des Entrepreneurs, which is an associated
company to which the Crédit Foncier may make advances. Upon
the completion of the structure, the mortgage is transferred to the
Crédit Foncier on a permanent basis.

Since the war, a number of enactments have been passed for the
encouragement of the construction of cheap and moderate-priced
housing. In order to provide cheap credit for this purpose, loans
are granted by the State to credit societies and mutual-aid associa-
tions whose functions are to retail these funds to the builders of
houses in this class. These funds may be loaned not only for con-
struction but also for alteration and repair and for the equipping
of low-rent houses.

The interest rate on the funds supplied by the State to the credit
socleties was fixed at 2 percent in 1922, but was revised at various
times. In 1928 it was reestablished at 2 percent. The maximum
term of the loans is 40 years.

The advances by the credit societies and mutual-aid” associations
for the construction of cheap houses are at an interest rate of not
more than 214 percent if the loan is to a housing society, and up to
3l percent for loans to private individuals. The advance may be
up to 80 percent of the value of the property.

The terms of mortgages on moderate-priced houses are somewhat
less favorable than those for loans on cheap houses. The Act of 1928

®% “Compte Rendu du Crédit Foncier de France—Exercise 1933." Imprimerie et Li-
brairie Paul Dupont, Paris, 1936. Appendix 4.

# Tbid.

“ Ibid, p. 7.
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(Lot Loucheur) was designed to encourage the construction of mod-
erate-priced houses, and provided that loans might be advanced by
the State to building and credit societies at not more than 4 percent
interest and for a term up to 40 vears. The amount to be advanced
is limited to 40 percent of the appraised value of the mortgaged
properties. No pavment for the retirement of such advances is re-
quired within the first 20 vears.

In addition to advances by the State to building and credit =ocie-
ties to encourage the construction of cheap housing. departments and
local authorities are empowered to make advances. Such loans may
be up to two-thirds of the share capital of the society. It is also
possible for similar loans to be made by savings banks. hospitals, or
other semipublic institutions. These organizations may lend up to
one-half of their assets for this purpose. Little use of this power
has been made except by savings banks. which before 1928 had in-
vested 44,370,000 francs ($2,064,314) in cheap housing and in bath-
house and gardening societies.

There are three major sources of first-mortgage money in Ger-
many,” mortgage banks, savings banks, and insurance companies.
Mortgage banks are of two general classes, the private stock com-
panies and the public or cooperative banks. The private banks ave
operated for profit. while the cooperatives are nonprofit making.

Mortgage bank funds are obtained through the issue of mortgage
bonds secured primarily by the mortgages held by the banks. Special
reserve funds are often required, and in some instances a special guar-
antee fund is built up from payments by borrowers from the bank.
The guarantee of the State and the personal liability of members of
the bank constitute additional security for the bonds.

In general. the total of all mortgage bonds outstanding must not
exceed the face value of outstanding mortgages of the bank. Their
total amount may not exceed 20 times the capital of the bank plus
reserves. A survey of 22 banks revealed that the total bond issues
varied from 7.5 to 17 times the capital of the banks, averaging 12.

The cooperative mortgage banks originally issued debentures to
the borrower to be sold by him in the open market. Beginning as
early as 1873, however, groups of these banks offered their bonds on
the market through a central agency. This procedure facilitated the
disposition of the bonds and tended toward making the bonds of
various banks uniform in value. Since the war, private stock coni-
panies have consolidated their issues in order to increase their sal-
ability. By such organization the bonds of each member are backed
by the credit of the whole system.

Loans by mortgage banks may not exceed 60 percent of the value
established by the bank’s appraiser. Loans are made on first-mort-
gage security only. Rates of interest fluctuate according to the cost
of issuing mortgage bonds. Most loans are made for long terms.
Repayment is frequently provided through regular semiannual pay-
ments of a fixed amount. Table 23 shows the sources of first-mort-
gage loans for new construction from 1924 to 1930.

91 §ce Cohen. Joseph L.. op. cit.. note 5. pp. 142-36; Housing Policy in Europe, op. cit.,
note 47, pp. 351-63; Fleischmann, Julius, op. cit., note 19.
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TanLe 23.—Percentage distribution of and total amount of mortgage loans on
new construction made by varvious ageneics in Germany, 1925 to 19360

! Years
1
l,(-nding agency [ T T Tt T T T -
E 4 wmo | W | e e
- P - I : — _
Mortgage banks. . ©ow5 . 250 26| 24 23| 216 34.9
Public credit agen i 9.6 158 13.8 11. 4 18.7 10.2 . 16.%
Savings banks. _ . _ e Y g09l ssg [ 091 7 427 458 24.1
Insurance companies__.......... .. . e 13.7 250 13.3| 2.4 24.2
Total loans (in millions of RM) .. . 83 ! 240 601 1,080 [ 1,500 | 1,250 : 1, 200-1, 250

NotE.—Current rate of exchange for the German mark, $0.4021.
Source: Der Deutsche Wohnungsbau, 1931, p. 14.

State supervision of mortgage banks ix maintained through a
trustee who is attached to each bank. He reviews all appraisals, and
acts as sole trustee of all mortgages given to the bank.

The mortgage loans of public savings banks, which were formerly
the most important source of mortgage money. are less subject to
governmental supervision than those of mortgage banks. and they
have a wider choice of legal investments. The funds for lending
are obtained through the deposit of savings by small investors.
This source is not so sensitive to fluctuations in the general money
market as the sale of mortgage bank bonds. and the activity of such
agencies is therefore less liable to be curtailed than that of mortgage
banks in periods of high interest rates.

Insurance companies constitute the third major source of mort-
gage money. Before the war, about 92 percent of all insurance
money available for lending came from life-insurance companies.

Second-mortgage money is obtained from private sources or from
the Government. Since the revalorization of the mark after the war,
a rent tax on houses has been collected. From the proceeds of this
tax, funds have been made available for second mortgages up to 40
or 50 percent of the value of the building, at an interest rate of 1
percent with 1 percent per vear amortization after the first 5 vears.
Such loans are available for new construction only.

Nowhere in the European mortgage markets is found the precise
device of mortgage insurance in the form provided in this country
by the Federal Housing Administration. The closest approach to
this type of protection from mortgage risk is found in Norway where
a private insurance company has recently undertaken to protect
lenders against loss on advances secured by real estate.®

In this case mortgage insurance is written on both first mortgages
and junior liens where the total indebtedness on the property ranges
from 60 to 80 percent of the value. The premium rate i= 1 percent
of the outstanding balance of the loan in ordinary cases. Where the
debt is greater than 80 percent of the value of the property. a higher
premium rate is charged, from 115 to 2 percent. Construction loans
are insured up to a 1-vear period at a premium of 114 percent.
Premiums are paid by the mortgagor.

If the interest or principal due to the mortgagee is not paid
within 1 month after it is due, the holder of the mortgage must

92 Christiania Almindelige Forsikrings-—Aktieselskap (Storebrand) (Christinnia Genetal
Insurance Co.. Storebrand).
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notify the insurance company. The company may forestall default
by covering the unpaid amount. The lender is protected against all
losses of principal and interest, as well as any other costs.

In placing the insurance, the company places primary dependence
on the relation between the debt and the value of the property rather
than upon the credit standing of the borrower.

In England insurance companies make a practice of writing a form
of policy which protects the lender against the loss of an advance
m excess of the normal proportion ot value. Thus where it is the
custom for building societies to lend up to 75 percent of the value
of residential property, an excess advance of 15 percent may be se-
cured from this same source in connection with a policy written to
cover the risk involved in the excess advance. The premium charge
tor this policy is ordinarily 10 percent, payable at the time the mort-
gage is written. This amount 1s added to the face value of the loan
and repaid over its term in regular installments.

Various other devices are current in Europe for the interposing of
additional credit or security between the borrower and the lender.
For instance, in England a device has grown up by use of which the
speculative builders may bridge the gap between the 10 or 15 percent
down payment by the buyer and 75 percent advance normally pro-
curable from the building societies. The builder makes a deposit
with the building society to cover this excess advance to the borrower,
and this deposit is impounded until the loan is reduced to a normal
proportion of the value of the property. The building society pays
interest on the deposit at the current rate. In the case of large-scale
house-building companies possessed of a sound credit rating, it is not
necessary that the deposit be 100 percent of the excess advance, al-
though a guarantee of the full excess advance is required. In some
cases the builder’s guarantee fund is as low as 25 or 30 percent of the
total excess advances covered. One large-scale operator in London
has a total of £500,000 ($2,445,625) on deposit with building societies
for this purpose.

The guarantee of advances by public authorities has been widely
practiced for many years in both England and on the Continent. In
England, the local authorities may guarantee the advances made to
public utility societies. They may likewise guarantee loans made by
building societies to members for the acquisition of houses. A varia-
tion of this form of guarantee was provided by the Act of 1933, which
made it possible for building societies to make advances in excess of
the normal amount, with two-thirds of this excess advance guaranteed
jointly by the Ministry of Health and the local authorities. This
plan has not been widely used.

In the Continental countries, the guarantee by local governments of
individual loans to housing societies has been an essential factor in
their widespread activities. (Guarantees may be made in connection
with either first or second mortgages. The problems encountered by
the local governments in this form of guarantee are very similar to
those of the Federal Housing Administration in its large-scale hous-
ing division. The method of analysis and the insistence upon min-
imum standards form a direct parallel with the operations of the
Federal Housing Administration. In one large municipality, the
real-estate department refuses to publish its standards and require-
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Ficure 27.—SCENES IN COLONIAL VILLAGE, WASHINGTON, D. C.
A large-scale housing project developed by ;l limited-dividend corporafion under the FHA
plan.
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ments, finding it more effective to deal with each caxe on its merits
and to negotiate for improvement of standards whenever feasibie.
This practice makes for maximum flexibility in standards and avoids
the need for making constant exceptions to established and stated
requirements,

In order to summarize the general points of differentiation between
the Furopean mortgage sv stem and that in America, the following
(hxtm"mshlnﬂ features of the foreign situation may be listed :

L. A higher degree of institutional specialization. The pre-
(l()mmdtm(r niortgage lending agencies deal exclusively in real-
extate loans.

2. Terms of real-estate lending more favorable to the bor-
rower. In most countries mortgage loans carry a low rate of
interest, a high ratio of loan to value, a long term of years, and
provision for regular amortization.

3. A more general use of the mortgage bond.

4. Wider governmental participation in the mortgage market.



Part XIV
APPLICATIONS IN AMERICA

It is sometimes carelessly assumed by overenthusiastic observers
that the various methods and devices which have been successful in
Europe may be applied directly to the housing problems which exist
in America. It can easily be demonstrated. however, that the success
of a given device in England, for instance. does not, per se, demon-
strate its usefulness in this country. In most cases, individual
methods or policies are but a part of a comprehensive and correlated
program of remedial action.

The several components of the housing policy of any nation are
reflections of peculiar circumstances giving rise to need for remedy.
They likewise reflect the various institutions which have grown up to
perform special functions. as well as the social and political tradi-
tions of the people. In Scandinavian countries, much of the housing
legislation has related to the activities of limited-dividend corpora-
tions and cooperative housing societies which play a leading role in
the provision of housing. The importance of these housing societies
is, in part, a reflection of the social characteristics of the people and
in part a matter of chance developments. The different situation in
America is illustrated by the fact that only in recent years have
limited-dividend housing corporations and cooperative housing
societies become of even small importance.

In most countries there is a much wider acceptance of the inter-
vention of government in all forms of economic activity than has
been the case in America. An extreme example is found in the city
of Vienna, where the Socialist administration followed a policy of
yroviding housing for the working classes at a purely nominal rent.

his was accomplished by means of heavy progressive taxes levied on
a variety of goods but particularly on luxuries and pay rolls. It
was accompanied also by very rigid rent restrictions and a tax on
dwellings, from which approximately one-third of its funds for
building was raised.

In England, in connection with slum clearance operations, unfit
houses may be compulsorily acquired by the local authority upon
payment of only the site value of the property, with no compensation
for the improvements. This procedure frequently results in serious
hardship to property owners who have been securing a substantial
rent from property in clearance areas. It is safe to say that the
temper of the people in America would not, at the present time.
countenance such a procedure in the blighted areas of our cities.

Another basic difference which would limit the effectiveness of
many European housing policies in America lies in the relationships
between the Central Government and the municipalities. In our
country, the cities are the creatures of the States, which grant them
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certain definite but limited powers. On the other hand, the Federal
Government is founded on a Constitution consisting of powers dele-
gated by the sovereign States. Thus, the relationship between our
Federal Government and the municipal authorities is indirect, and
means are lacking by which cities could be compelled by Federal
authority to deal with their own housing problems.

In contrast, Kuropean cities typically receive all powers from the
central government. All their activities are under the supervision
and control of a central authority. It is frequently the case that
housing legislation is mandatory and requires specific action by the
local authorities. Thus, in both English and Dutch law, it is pro-
vided that in case the municipal government does not take action to
provide sanitary and adequate housing for its citizens, the Central
Government may step in and do the work at the expense of the com-
munity. It is true that these powers are rarely, if ever, exercised;
but this constant threat, supported by the prestige and broad powers
of the Central Government, is sufficient to induce communities to
perform the necessary work. :

There are many other differences between the situations in Europe
and America which might be cited. For instance, the agencies which
have grown up for financing real-estate activity are quite differently
constituted. Furthermore, the overwhelming proportion of tenancy
leads to special problems which do not exist in quite the same form
under the conditions of widespread home ownership which obtain
in America.®

Some of the policies in effect with regard to slum clearance would
be inapplicable to American conditions because of the differences in
the origin of slums and in the manifestations of blight. Many of the
European slum areas are found in the congested centers of large
cities where centuries ago the nuclear village was crowded in behind
protective walls. In other places special types of undesirable hous-
ing exist as a result of the circumstances which surrounded the de-
velopment of particular sections of the city. For instance, in the
Midland cities of England the great influx of population to the fac-
tory towns following the industrial revolution resulted in the erec-
tion of long, congested rows of two-story back-to-back structures

- which were slums from the very first. In The Hague the most char-

3 For instance in 1926, the average percentage of rental dwelling units was more than
80 in 53 cities in Sweden, For Italy, the following table indicates the proportion of owner
oceupancy :

Owner-occupied dwellings in cities over 20,000 inhabitants in Italy, 1931

' Owner occupied
iTotal dwell-

Cities by population i ing units
! Number |Percent
L
100,000 and over..._.. . . el ‘ 1,567,137 | 262,812 18,8
50,000 to 99,999 __. R e U .. 594,997 | 173,017 29.1
20,000 to 49,999______ . 1,100,337 | 430,795 Z;g ‘25

All cities over 20,000 UL 3,262,471 | 866,624

Source: “‘Report sur Les Habitations Populaires et Economiques in Italie,” League of Nations, Geneva
1936, p. 72.
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acteristic slum conditions are found in the “hofjes”, small single-
family dwellings crowded together in a disorderly grouping and
accessible from the main streets only through tortuous dlle\s and
dark passageways. Obviously, special conditions require measures
of special design. and adaptations can be effective only with proper
modifications and adjustments to meet the new circumstances,

It is not intended to imply that European experience is valueless
in guiding the formulation of housing policy in this country. On
the contrary. there is much of direct value. The widespread collec-
tion and utilization of housing statistics in nearly all of the European
nations suggests that these are essentials of a sound housing program.
In America the collection of housing statisties 3s only just being
recognized as essential to both public and private activities in this
field. Present data are scattered and inadequate. and are collected
partly by private agencies and partly by public authorities. There
15 little standardization or coordination in.the recording of informa-
tion so that summaries and comparisons are difficult.  The present
lack of adequate statixtics of housing i a serious handicap to the
successful administration of any ]mbhc program 1in this field.

There are several basic principles which may be drawn from Eng-
lish experience in dealing with problems of residential blight. In the
first place. it has been demonstrated that a substantial advance can
be made. although it is not true that foreign methods may be applied
unchanged under conditions obtaining in America. It appears, fur-
thmmme. that the greatest progress ix possible under a national
policy of integrated attack through a variety of devices, each appro-
priate to a particular manifestation of substandard housing. The pro-
gram must be flexible, under competent leadership. and administered
through local channels. Both the incentive for action and the pro-
vision of technical assistance are best provided by the central govern-
ment. It has been demonstrated that the passage of legislation and
the setting up of machinery is futile nnless the program has the
support of an informed public opinion.

Many of the mistakes which are apparent from a study of the
evolution of European policy may be avoided in this country.  Many
of the same problems found in Europe exist in somewhat varied
form in this country and will require remedies similar to those
which have been employed abroad. With the long history of Euro-
pexn experience available for analysis, it should be possible for the
United States to develop & more comprehensive and effective program
than any European nation possessed in its early attacks upon housing
problems.

The experience of all European countries should be carvefully
studied and the methods analyzed. It might be possible to combine
adaptations of the English slum clearance program. the suburban-
settlement procedure in Stockholm, the widespread system of mu-
nicipal guarantees, agd others from among the sound and tested
measures as the components of a comprehensive policy which, in a
short period, might make more significant advances than have yet
been made in any nation abroad.

It is not necessary for this country to restrict its efforts in im-
proving housing conditions to the same patterns which have been
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utilized in Europe.  Other devices may be evolved as refinements of
European methods. or entirely new procedures developed to meet the
special conditions here,

L Ifrom the long history of housing policy in Europe, its mistakes
and its accomplishments, may be derived general principles and
adaptations of method which might form the basis of a comprehen-
sive program for this country, and which might succeed in shorten-
ing the period of experimentation which usually accompanies the
evolution of a sound and effective social policy.
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