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FOREWORD 

An obligation is impose(l upon the Federal Housing Administra
t or 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 Diyision 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 
eoming to recognizp the difficulties and complexitips which facp th~ 
attempts at solution. 

STEW ART MeDON ALD, 

Federal H Oltsing Administrator. 
"\VASHIXGTON, D. C., Decell.bel' 1, 1936. 
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FEDERAL HOt:SIl'G A Dl\II:\ISTRATIOX • 

. Washington, D.O., LYocember 1, j,q.](j. 

~Ir. STEWART McDox.\LIJ. 
Admini8trator, ' 

Federal Housillg Admi1li8tration, 
Washington, D. C. 

DEAR MR. ~fcDoXAu): I transmit to you herewith a brief report 
of the innstigations in England and certain continental European 
eonntries made this sumnwr bv Dr. Richard U. Ratcliff and myself. 

During tl1(> 5 weeks we m:rl' in Europe 've visited 21 cities in 
10 countries. and had 150 illtenipws with officers of our own Govern
ment and those of the l'ount rips Yi~ited, 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. 'Ve are 
greatly indebted to these individuals, not only for their courtesies, 
but also for many helpful suggestions received from them. 

In addition~ we visited modern housing developments and in
spected some of the worst lwusing conditions in each city. In order 
to present a faithful pictu~ 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 J?redilec~ions of its 
author, we have attempted to take a detached pomt of VIeW and to 
check our conclusions with the ablest authorities with whom we 
have come in contact. 

May I express my appreciatioll to YOll 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, 

IV 

ERNEST M. FISHER, DirectOl', 
J)h,i,~ion of Eronomics 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 
general principles and conclusions which have been evolved from 
this survey. Each statement is 6upplemented by some statistical 
evidence where available, by illnstrath-e description, or by both. 
There is no attempt to provide :l comprehensiye 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 
in dogmatic form for the sake of brevity, but an effort has been 
made to avoid generalizations that cannot be supplemented by 
either 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 countrie.." 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 ill this field has 
cl)mpelled 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. . 

III. Subsidies to stimulate house production IUlye been generally 
abandoned. The present emphasi::; is 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 renting1 the fixing of rents in subsidized housing 
on the basis of individual ability to pay, is widely accepted as a 
sound procedure, and its application in yaried form is spreading, 
particularly in England. 

V. The problem of housing the working classes on an economic 
basis has not been solved, amL 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 l1Iunicipalitit's of large area" 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 inyolYe~ 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. 

XI. Cooperative housing has reached its highest development in 
Scandinavia where it. is part of a strong cooperative movement 
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x SU~IMARY OF CONCLUSIONS 

embracing the production and distribution of both in<iustrial and 
agricultural products. 

XII. The organization of the buildiug 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 OJ!' 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,l 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 bv 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.4 

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 organizer} society, and a" all 
integral part of a broad program· for social betterment. 

1 Public Health Act. 1848 . 
• Vlnck, Emile, "The Dwelling House Reform Proulem of Workers' Living Quarters In 

Belgium." Town Planning and HOI/sing Throughout the World, compiled by Brun" 
Schwan. Ernest Wasmutb, Berlin, 1935, p. 96. 

I Schmidt, Fr. "Town Planning" and "Housing." Bruno Schwan, op. cit. note 2. pp. 
198-202; and International Survey Of Social Service8, 19M. International Labour Office 
Geneva, 1936, voL I, R,' 303. ' 

• Van der Kaa, H. 'The Housing Policy in the Netberlands," League of Nations Health 
Organization, Geneva, 1935, p. 1 fr. 
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since the war. H01\,.,e produdion ill 1928 rea('hed 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 3:30~000 houses. 
The relatiYe importance of the house-building industry can be visu
alized by comparing the 330.000 units produced in 1934-35 ill 
England~ with a population of approximately -1:0.500.000. with the 
estimated peak production of some !)~:i.500 nonfarm dwellings in 
the United States in the year 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 otlwr lending agencies, it is estimated by in
formed obseners that from 80 to 90 percent of all new mortgage 
money comes from the building societies. The record of their total 
inwstment is contained in the following table (Table 1) : 

TABLE I.-Amoullt adrallccd 011 mortgages durinff tlte year and amount of 
/jllt .• tolldinff mort!/arIC /oall8 Of building sodctics in Enrl1a/ld, 1919-35 

1919 ... 
1920. ___ 
1921. .. 
1922 ___ . 
1923._. 
1924 ... 
1925 __ . 
1926 __ . __ .. 
1927 .. __ ....... 

- .. ----' - ----,,--------,---------,----
Amount ao'l Amount ad· Amount 

vanced during outstanding 
the year 

Year 

£ 15. 840. 961 
25.094.961 
19,673,408 
22.707.799 

I 32,015.720 
. I 40. 584. 606 

"1 ~~:~~:~y 
55,886,903 

£57.865,967 1925 .. 
168,811.690 192'J ... ____ .. ____ .. __ . 

.5.503.123 1930 ____ . 
83.724,928 193L. __ . __ . 
98.844.991 1932 __ .. __ . ____ .. __ . 

119.744.926 1933 ... 
145,857.119 1934 __ . 
17I. 220, 815 I 1935. 
197,748. 150 I 

"anceo during Amount 
the year outstandIng 

._---- ------

£ 58, 664. 684 
74.718,748 
88.767.426 
90, 253, 133 
82.142,116 

103,195.663 
124, 558. 507 
130. 676, 119 

£ 227. 532, 832 
268,141,456 
316.313,559 
360, 176. 859 
388.377,535 
423.512.027 
476, 205. 394 
529, 279.825 

XOTE.-Current rate of exchange br the pound, $4.89125. All 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: StI!entu,eighth Slatislical Abstract for the United Kingdom, 1935, p. 234; Building Societiu' Year 
Book, 1936, p. 59. 

In Germany the record of investment in real-estate mortgages 
since the stabilization of the mark gives some idea of the importance 
of this form of investment. From 1925 to the end of 1930 it is est.i
mated that about 14 billion marks ($5,63'0,000,000) 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.s This is shown on the accompanying 
chart (Chart I). ConYersely, in Holland, which at present is in a 
state of general depression~ hOllse construction has practically ceased, 
and unemployment in the building trades is widespread. In Den-

• Cohen, Joseph L. The 3[ortgage Elwk. Sir Isaac Pitman & Sons, Ltd., London. 1931. 
ch. IX, p. 152. 

• See "The Housinll Boom", The Economist (London) Oct. 26. 1935. and 1\0\'. 2 1935 and 
"The Building Boom '. Westminster Bank Rnictc No. 266, April 1936. pp. 3-7.' , 
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Illark and Norway, which are enjoying favorable economic conJi
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 is 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 governmenta I 
participation in the field of housing is the growth of the realizatioJl 
that the various aspects of the housing problem are closely intern>
lated with each other and intimately bound up with the whole social 
and economic structure. 

CHART I. 

GENERAL BUSINESS ACTIVITY 
AND HOUSE CONSTRUCTION IN ENGLAND 

1928 TO 1936 
INDEX 

NUM"R 
INDEX, 1925 = 100 NUMBER IN 

THOUSANOS 

ICO 

Ito 

100 

80 

60 

40 

. 

.l-I--

VBUSINESS ACTIVIT'I 
I 
V~ vI 

~ V"~ " 
h.r 

~ ~~~ 
//"" " ......... 

"",'-I-~HOUSES 
~ 

CONSTRUCTED 

.1.1.1 .1..1 .. 1 . . 1.1 .. 1 . . 1,1..1 ,1,,1,,1 ,1,,1 .. 1 .. ,1 .. 1..1" .. 1.1 .. 1. .. 1,1,,1, 

1928 1929 1930 1931 1932 1933 1934 1935 1936 

SOURCEI- THE ECONOMIST (LONDON); AND 

THE BUILDING INDUSTRIES SURVEY • .JUNE Its6_ 

COO 

320 

teo 

ISO 

80 

o 



FOR"IS OF GOYERNl\lENT.\L PARTICIPATION IN HOUSHiG 5 

House construction, for example, is closely related to the various 
('ontrols over land utilization and to considerations of town planning. 
Public housing programs should be coordinated with private COll

struction; and the improvement of housing conditions through the 
plimination 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 g'overnment, 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 1 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 imJ?rovement 
of housing conditions through demolition or repair of mdividual 
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 bv mu
nicipalities, for the assistance of limited-dividend housing societies 
and cooJ?eratives, 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 
changin~ conditions, and minor modifications have been made in 
the origmal act. However, the general high quality of the Dutch 
housing and the efficient organizatIon of the nome-buifding and hom£'
financing industry are witness to the effectiveness of a well-conceived 
and comprehensive housing policv administered bv 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 importnnt 
part of both the English and Dutch legislation. Provision is made 
for dealing with large areas as a whole and for the redevelopment 

T 25 and 26. Geo, Y, ch. 40, 
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of blighted and insanitary districts to create economically productive 
areas coordinatpd with a basic city plan. This may require the dem
olition of groups of structures, the repair of others, the destruction 
of i~dividual units which aI:e either insani!ary or obstructive, the 
opemng of new streets, and, finally, the rebmldmg of parts or all of 
the district into new housing accommOllation or commercial and in
dustrial structures, all in accordance with the functional pattern of 
the city and the established city plan. 

European countries haye found that the accomplishment of these 
ends may require the use of powers of expropriation, and usually 
involves the erection of housing by the municIpality or by priYate 
interests. In some cases both the demolition of insanitary dwellings 
and the rede"elopment of cleared sites may be left to the original 
owners. In most cases proyision for rehousing of displa~ed inhabi
tants must be made, at least in part, in areas outside the limits of the 
redeyelopment 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 
Governnwnt. Obviously, no priYate 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 o\'ercome 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 societiei for 
the constructIOn of working-class dwellings began to playa more 
important part. In several countries, the State and the municipalities 
gave assistance in the development of suburban homesteads for the 
unemployed and part-time workers. 

The effect on housing policy of political change is well illustrated 
in England. The Coalitirm Government in 1926 put into effect a 
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PART II 

DECENTRALIZED ADMINISTRATION 

Throughout the long history of the housing movement in Europe. 
the improvement of housing conditions has been considered primarily 
as a 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 proyision of working-class houses, 
to the lending of money to persons of low income for the acquisition 
of homes, and to town planning. 

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

Permissive legislation has some advantages from the standpoint 
of the local governments. '\Vhere 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 Goyernment 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 
m spite of the national policy expressed in the legislation which 
f'hould 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 ',ays, under the threat that if 
they failed to perform their duty, the Central Government would 
perform it at their expense. 

S 



PECENTRALIZED ADMINISTRATION 9 

In mallY of the other countries the development of housing policy 
followed Ii 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.13 

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 investiga,.te 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 tD 
fall within the broad structure of national policy and to receive 
specific approval by the Central Government. Furthermore, 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 custDm, 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. J oint guarantees of private loans arc 
occasionally used. It is customary for the municipalities to act a:-; 
the distributing agents for credit advanced by the Central Govern
ment for housing purposes. 

In most countries, a further decentralization in the admillisterilll! 
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 tlwir loan is paid off. 

Only in a few cases has the Central Gm-ernment attempted dired 
housing olwration". In spite of the provision in the laws that tlw 
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 loca·l
ities in the analysis of their problems and the development of a 
practicable plan which conforms to existing policy. Furthermore. 

13 Especially 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 Policie8 
in Europe. International Labour Office, Geneva, 1930. 
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suffici.elltnJ)JUlcia,l aidsal'e. 'P1"ovidedwhel's needed to induce vo11lll
taryaetion. Fin:illy, th~ local authorities prefer·toretil,inas:tnuch 
COAtrQl aspossib16 in the ~olntion of local p1"0ll1emsandthe lIilini:n~ 
istratiQn . Q~ local affairs in the field Qf housing newell as in an 
other fields • 

.A..s .. a .•• !l ... 6 .. x. am.p ..... l.6 .. ,?.f .. the. re1 .•. a.t1.,o. n ..•. s. hi.·P .. ·· ...• be.t.w.e .•. e ... 11 ..... th6 .•• Stateand ... tM JQC. a.l g~v~rp.mg bodies l!l th,e apn~m,stratI()l1 of housmg ~atters, the ad .. 
mmlst1"atIv6organlzatlOn In England:tnay 'beex:ammed.1• 

:p)J.ot()gr@,ph from K. A. 1I;'8.Boligbl)iJ. 

FtGURlIl 6.-,Lr~f];T.lllO"blVID]l)N'O HOUSING IN' COi!ENltAGEN. 

A.t the top is the lIin,istero.f Health, wbQ is ~¢a,binet memberallg 
h~ad of..a. GQvernment department whose functions. embrace general 
supervisiQn overall the activitiesQf local anthoritie~,aU matters of 
public hea.1th, and the 1'6sponsibility for the operations. of ,uUlaws 
relating to housing and tQWfiplannin.g •. ThepQwef$anddutieso£ 
the,llinistry of Health as they rebte to housing maybe swnmarized 
as follows: 

:to Ge1fJ..ewit 8Upe1"1!i.Y~n..-G.eneral s.upervisiQtl is exercised over all 
thel10nsing activitiespf the lQCalauthQrities> TM Minister may 
reqnire reports on . local conditiQns . and the preparatiQn of pfQposals 
for dealing with thepfDblems whiCh are round to exist. 

2. Dut'!}' .of mtik.infj,r(!f!'IilatitYfJA,-TheMiniswr !b:a\Vs. up. the .ne~es~ 
Sltry forms . and .regullttiopsfQradmini~tering the various housing 
a~ts. Model bylaws establishing regulations and standards are 1>re~ 
pared f.oradQPtiort by the IDealauthQrities. 

3~ (J(J!Jtti/pm.atio'lft()f .acti()n ilillotal. author1tie8,...;,Th~¥illistermus.t 
sanction, ~pprQve, or c.onfirm q,)): important actions taken by the local 
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authorities under the housing aet~. For example, clearance and COIIl

pulsory purchase orders require confirmation. Sanction must be 
given for acquiring land or borrowing money for housing purposes. 
Approval must be gi,'en 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 loco1 inquil'ies.-Public inquiriE':;, 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 carryon 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 schemE'S involving redevelopment areas 
and rehousing, the treatment of iIlllividual 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 .ManchestE'r.15 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 appomted 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 applicatioll in Europe of the principle of 
loca~ admini~tration of national housing policy leads to the COll
clusIOn that It has proyed to be the most effectiye method. 

15 How Manchester is Malla!Jed. PUh. hy th" dty of :\lan('hester. 193:;. I'p. 133-·H. 



PART III 

DEVELOPMENT OF FINANCIAL ASSISTANCE 

Direct State subsidy for housing purposes is mainly a }Just-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 
early 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-incom~ 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. 

FIGURE 4.-PLAN OF FLAT IN LIMITED 
DIVIDE~D PROJECT, COPENHAGEN. 

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

The war interrupted these activities in all the natiolls, 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 almost 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 devastatl'tl an'as. In Englalltl 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 HHS 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 regulations 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 with the shortage of houses, would have 
caused the level of rents to mount at an alarming rate. In order to 
prevent the exploitation of tenants. it was necessary for the several 
governments to restrict rents. 

Although these restrictions wcre gradually removed during the 
next few years in most countries, it was some time before there existed 
a sufficient inducement to pri n,t(' 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 110 

inducement for private intrrests to l'lfect 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 assistallec. X aturally this practice in
volved a heavv social cost. but this cost could not be avoided in the 
face of the lac'k of in('enti,~e and the helplessness of private industry. 

In England, the major device for effecting a rapid increase in 
house production was direct subsidy by the Central Government 
through the agency of the local authorities. This fonn of assistance 
was first made available by the Acts of 1919 16 and was changed in 
form by the subsequent Acts of 1923 17 and 192-1:.18 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 
losses 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 offeree} 
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 

,. Housing, Town Planning, etc. Act. 191!). 9 and 10 Geo. V. ch. 35. Housing (Additl
tiona} Powers) Act. 1919. 9 and 10 Geo. V, ch. 99. 

11 The Housing, etc., Act. 1923. 13 and 14 Geo. V, ch. 24. 
18 The Housing (Financial Provisions) Act, 1924. 14 and 15 Goo. V. ch. 35. 
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for rent alllI illcreaseo the State contribution for houS€s of this class 
to £D ($44) a year for 40 years. 

The Yarious schemes of subsidy in England were effective in 
stimulating the production of houses at a rate HeYet" before attained 
in the British Isles. Table 2 inclicutes the annual production of houses 
during the post-war period, ancl 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.-Xumbel· ot hOU8e8 built in England and Wales by local authorities 
and prirate enterpri8c, with and without 8ub8idy, 1921)--36 

I 
Year ending ::lIar. 31- Total 

I ---
TotaL ________ _ __ I 2.9>1,417 

I 
192(1.- ______________ _ 
1921. _____ _ 
1922 _______ _ 
1923 _______ _ 
1924 _________ _ 
1925 ______________ . _ 
1926 ____ . ____ . 
1927 _____ . ___ _ 

- ') 

( 
159,957 

92,024 
86,217 

136,889 
173,426 

--I 217,629 
1928 ________________ _ 

-- 238,914 
1929 _____________ _ 11;9,532 
1930 __________________ _ 202,060 
1931__ _ _ ___________________ _ 183,807 
1932 _______________________________ _ -- 200,812 
1933 _______________ . . ____________ _ 
1934 ___________________________________ _ 
1935________________ _ _ . ________ _ 

--I 200,496 
-- 266,622 

329.106 
1936__________________ _ ___ . ________ _ -I 323,926 

1 Included in "Printte enterprise n-irhout subsidy_" 
2 Estimated for period Apr. 1, 1919, to Dept. 30, 1922. 
, For 6 months only. 

I 

I 

{ 

Local authorities Private enterprise 

I 
With 'Without With Without 

subsidy subsidy subsidy subsidy 

836.4m I 24.587 422.926 1.697,443 
.---

576 (I) 
139 '} 15,126 (I) 12,964 ' 30,000 

80,864 (I) 2C,288 
57,906 (1) 10,318 • 23,800 
14,360 (I) 4,311 67,546 
2C,624 (1) 47,045 69,22C 
44,218 (I) 62,769 66,439 
74,093 (1) 79,686 63,8.\0 

104,034 (I) 74,548 60,332 
55,723 (I) 49,069 64,740 
60,245 • 1,605 50,124 90,086 
52,514 3,360 2,565 125,368 
67,576 2,485 2,333 128,418 
54,566 1,425 2,493 142,012 
53,873 1,967 2,913 2C7,869 
34,423 7,170 1,139 286,374 
45,740 6,575 222 271,389 

Source: Six/eenth A n71ua! Report oJthe }"Iinistrv:oJ HeaIL~,19S4-35, p. 296. "HOUSing, Position at 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 deyaluation of the currency was the im
possibility of securing second-mortgage loans. Furthermore, the 
proportion of the yalue 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 ,yell 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 the 
stimulation of the production of houses for the lower-income 
groups.19 

,. See Fleischmann. Julius. "Financing of Low-Rent Housing In Germanv." The .Tour-
nai Of Land and publio 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 grantmg of temporary loans during the construction period. 
However, these measures were of small importance in comparison 
with the lending on second mortgages out of the fUlllls 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 perlOd is shown in the following table (Table 3) : 

TABLE 3.-SlImber of dlcellillg 1II1its added ill Germany, 1919 to 193.5 

Year Total New con· 
Alterations II Year Total New con Alterations struction struction 

TcW •. 3,621,815 3,016,883 604,932 :1 1921-.._ ...... 306,834 284.444 22,390 
---- 1928 .•.•.....• 330,442 306,825 23,617 

1919. __ ....... 60,861 35,596 25,265 1929. __ •...... 338,802 315,703 23,099 
1920 .......... 108,307 75,928 32, 379 1930 •• __ ...... 330,260 307,933 22,327 
192L. ........ 141,498 IOB,596 32,902 1931.. ........ 251,701 231,342 20,359 
1922. __ ....... 154,970 124,273 30,697 

1932.. .. ······i 159,121 131,160 27,961 
1923. ____ ..... 125,940 100.401 25,539 1933. ____ ... __ 202,113 132,870 69,243 
1924 ..• __ ..... 115,376 94,807 

20,
569

1 
1934 .•.. __ .... 319,439 190,257 129,182 

1925 .......... 191,812 164,437 27,375 1935 .......... 

1 

263,810 213,227 50,583 
1926. __ ....... 

1 

220,529 199,084 21,445 

Source: "Leistungen und Autgaben im Deutschen Wohnungs·und Siedlungsbau", by Walter Fey, p, 13. 
Published by Hanseatische Yerlagsanstait 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 gi,-en 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 cowltries the serious OWl'cl'owding 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 gowrn· 
ment aid were not generally rented at rates which fell within the. 
reach of the lower-paid working groups.20 This is illustrated by the 
rents which were charged for public housing built with Government 

" ,0 "A National Housing Polley", Report of the National Housing Committee, Ifl3-!; 
Report of the Interdepartmental Committee on tbe Rent Restrictions Acts", :llinistn of 

Health, July 1931 (cmd. 3911), pp. 22-23. . 
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aid iI\;, England. Be 930 m mIDliCjpall hptif?~g, 
'tlll1g~4 fr~mt 13< t6 1Ii . gs (to per we~kz 
lQwerwlncome ,grQupsoould not pa.:rmore to9 shIlli 
to $2.20). 2~ 

TABLE: ~r-N«,m7Jel"()r ,dwelling unit, ,constl"uctetl in 1tl"ban .areas i'n SweiJ6f1" 
1911 trJ 193,# 
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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.22 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 he
come aggravated in lIlany cities. Overcrowding was still rife, and 
most of the problems associated with inadequate housing remained 
unsolved.23 

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 mainlv to the provision of houses 
for the lower-income groups. In m'any countries this was done 
prin1arily 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 withdrawn. 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 housinO' 
!>till existed; that with building costs at low levels, it was possibl~ 
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 IX. 
• See "A Policy for the Slums". report of a special committee of the National Housing 

and Town Planning Council. P. S. Kin~ & Son, Ltd., IAlndon, 1929. 
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enough new houses before a substantial ;;hare of the existing supply 
could be demolished through slum clearance. 

While .th~ results of the I?rog:am of subsidization may be praise
worthy,}t .IS necessary to mqmre. as to the cos~ of this program 
to the NatIOn. These costs compnse the expenchtures of both the 
Central Gm'el'l1ment and the local anthoritIes. 

- PASSAGE 
Fir:-:t fioor. !,-\p('ontl floor. 

li'IGCRE 6.-T¥PIC.\I, I'L.\:S IX EXGLISH l\1t:XICIP_\L HOUSIXt;. 

A 3·bedroom parIol' house ill Liverpool. Construction cost was $~,~OO, and the rent is 
$4.00 pcr week. 

The annual payments 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 £20,455 ($100,051) in 1919-20 to £13,-
997,553 ($68,465,531) in 1935-3G. Each year has seen an increase 
except 1923-24 and 1925-26, ,,'hen there were slight decreases. The 
cause of the increases, of course, is that the number of houses sub
sidized has increased each year. 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 5.-Amount of subsidies paid by the English GOl'ernment each year from 
1919 to 1936, all account of houses built under rarious post·WUI' housing acts 

Act under wbicb contribution was made 

1~I~n~~'1 192,1 I 1924 11926 and 1930 
powers 1931 

1----1-.£-. ~-~ 4_~ ,W'" " .. '" 1 '~'" "', I'" ,w !!',,': '" 

.. ~~~·,·····~:~·'·····.~ru·i::: •••••• i ••• •· •• :: •• 

........... _, 1,509,129 1,167,030 .... __ ..... ____ .... . 

Year 
Total 1919 

------

TotaL .. _ £164,489,622 £102, R82, 564 

1919-20 __ .. _____ 20,455 20,455 
1920-21.. __ . ____ 3,097,301 568,749 
1921-22 .... ____ 9,109,366 4,568,942 
1922-23 .. ______ 9,655,398 7,227,911 
1923-24._ ... _ .. _ 7,857,815 7,850,014 
1924-25 __ ... ___ . 8,050,132 7,951,582 
192.'>-26 .... _____ 7,833,756 7,305,432 
1926-27 ... _ ... __ 8,376,044 6,953,157 
1927-28 ....... __ 9,540,976 6,864,817 
1928-29 __ . __ .. _. 10,669,974 6,827,364 1,976,897 1,865,713 .................. __ 
1929-30 ___ ... ___ 11,132, 803 6,738,118 2,141,089 2,253,087 509 ...... __ .. . 
1930-31.. __ ..... 11,875,806 6,723,699 .......... __ 2,621,250 2,fi28,263 2,594 .... __ .... . 
1931-32 .. _______ 12, 731, 603 6,742,070 .. _......... 2,731,051 3,245,955 7,427 5,100 
1932-33 ____ ._ .. _ 13,349,758 6,781,395 ____ .. __ __ __ 2,633,567 3,873, 297 11,369 50, 130 

.. __ _ _ __ _ _ __ 2,523,650 4,178,750 15,358 125,IH 
_ .. __ . _ _ _ _ __ 2,499,822 4,264,145 19,819 303,464 

1933-34 .. _ .. ____ 13,432, 626 6,589,724 
1934-35 __ ....... 13,758,256 6,671,006 
1935-36 ....... __ 13,997,553 6,498,129 ________ .. __ 2,501,768 4,347,616 29,374 6211,666 

N OTE.-Current rate of exchange for the pound, $4.89125. 
Source: Setlentet'/lth Annual Report of the Ministrv of Health, 1985-36, p. 252. 
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No major decline in tht'~e anllual payments may be expected until 
the period of subsillit.ation ha", expired. 'flIP shortest period was 
established in the Ad of 1!l:!:) and t'xtt'lIdf'd for :W ,Years. In 1943, 
therefore, the pavnwnts under this ad will begin to decrease. The 
Act of 1924 establisllPd a periml of 40 years. Payments under this 
act, therefore~ will not lllateriall~' declilw ulltil after 19(i-:l:. The Act 
of 1919 established a period of on year~. But paymenb under this 
act may decline as a rf'sult 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 ad. Fl\l'ther reductions may 
"esult from the sale of houses bnilt under this act. Anv decline from 
these causes, hOWt'H'r, is likf'ly to bt' small: no major" decrease may 
be expeded~ 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 Governlllt'nt. It is not 
possible to ascertain this liability accuratf'l~'. but tlU' result.'S of esti
mates that are as ~H'('urate as cal! l'!:'asonably be made are giwn in 
Table G. 

Estimates for purpost's of this table ha\'e bt'en l'akl1lated as of till' 
date of each commitment. errants arl'o tlwrefore. assumed to con
tinue for 60 veal'S undl'r the Act of 1H19. for :20 ve~rs unclf'r the Acts 
of 1923 and 1926. and for -:1:0 years lInde'r the Arts of 1924 and 1930. 
The ayerage of annual grants from 1929 to 19:35 under the Act of 
1919 wa:'; as:-iumed to be the constant annual contribution of the Ex
ehequer under that enactment. The A('t of 1930 e:';timates assumed 
the minimum grant per person for the regular terl11 of -:1:0 years. 
Upon these bases a total of £G63,887,98G (~8.247~241,867) has been, or 
will be, paid as a result of commitlllent;;; 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 oyer £517 ($2,529) for each of the 1,262,831 houses 
assistf'd by thp Exchequer. 

These payments extend. however. OWl' a period varying from 20 
to 60 years from their origin. They repres!:'llt, therefore, future 
liabilities whose worth at the time of ('omlllitll1f'nt is much less than 
the total of all the payments. This value is gi\'en al!,.:o, in connection 
with the houses built under each of the acts, in Table 6. Assuming 
an interest rate of 3 percent,24 the present yulue of those future pay
ments is £348~G8-:1:,962 ($1,705.505,320). The total present values of 
all commitments amount to £276 ($1,850) for each house subsidized, 
or only £17 ($83) less than the a'\'erage cost of ordinary non-parlor 
houses built by local authorities during 1934-35. 

A very large part of this stupendous cost, howe,,!'r. is due to the 
abortive policies adopted in the Act of 1919. Although this act pro
duced only 17.,lJ););,) housps. it hall cost the Goyernment, up to March 
1936, £Hr2.8ti2,ii64 ($50:3.22-:1:,342). or an ayerage of about £589 
($2,881) a hou~e. Since tl1f' act provided for the assumption of aU 
loss except the product of a penny rat~ for 60 years, the payments 
have only begun. Total future payments 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~OOO houses 

"If a lower int,'rest rate is ""'''med. the present worth of the liability would be in
rreased ; and if a higher f"te. it would be diminished, 
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is estimated at £185,638.520 ($908,004,411). or £1,063 ($5,199) p!'1' 
house. 'Whatever may be said regarding the necessity for adoptiug" 
measures in 1919 that would produce houses regardless of cost, it j" 
perfectly clear that the abandonment of the plan was necessary to 
prevent a major financial calamity to the Exchequer. . 

TABLE G.-Expenditure8 and cstimated commitments oj the Exchequer Una"!' 
J'ariolt,~ English hOU8i11.fJ act.~, 1919 to 1935-Terms of .fJrrtnt.~, hou8c .• (·!)II· 

,~trltcted. outlay to Mar. 31, 1936, total eventual outlay, and prc8cnt 1:0111" of 
el'clltllal outlay as oj the date nf commitments 

Act Term of grant 

TotaL .••...•.••••••••..•••..•..•..... 

Act of 1919. ____ . ____ . Unlimited lo~s, 60 
years. 

Act o( 1919 (addi· Lump sum, £24~ ...... 
tional powers). 

Act of 1923 •. ______ __ £6,20 years ... __ ..... . 
£4,20 years ......... .. 
£12 lOs., 40 years ...... . 

Do .. __________ __ 
Act of 1924" ........ . 

Do .. __ .. __ ... __ . £11,40 years ........ .. 
Do .. __ ...... __ __ £9,40yefU's .......... . 
Do . ____ .... __ __ 

Act of 1926 ... __ .... __ ... contribution orlocRI 
autbority, 20 years. 

II OllSes com .. Outlay to 
~eted before 

ar. 31, 1936 1\18r.31,1936, 

1,262,831 £ 164, 439, 069 

174,635 

39,186 

312,555 } 
125,492 

9,360 } 22,378 
144,093 
344,467 

10,054 

102,844,435 

9,498,156 

22,602,328 

28,181,236 

79,076 

Total even' 
tual outlay 
under com-
mitments I 

£663,887,936 

402, 460, 140 

9,498,156 

{ 
37, 506, 600 

{ 
1~:::~ 
9,846,320 

51,873,480 
103,340, 100 

'440,000 

Pr~l'I'nt vslne 
oftotzl 

eventualout· 
lay at 3 per· 
cent interest I 

£348, 684, 96~ 

185, 638, 520 

9, 49S, 156 

27,90.10,1,;-
7, 468, Ol~ 
2,704,429 
5,689,88/\ 

29,976,092 
59,717,071 

327,304 
£710s.,4O Years ........ /. 

Act of 1930 • __ • __ .... £255. per person, 40 ! '80,611 1,233.838 34.203,780 19,765. 3H 
• years. I 

Act of 1935 ....... -- __ .. ____ . ______ ... ______ 1 ......... ____ ... ----.. ·--·-- .. 1--------·· .. -- ... -- .. ----.. . 

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

I Arbitrary estimates o( distribution o( houses eligible (or £6 and £4 grants under Act of 1923 and (or grants 
of £12 lOs. and £9 or for £11 and £7 lOs. under tbe Act o( 1924 were made for tbe year 1927-28, when 
tbere were cbanges in the amounts of subsidies. 

I Based on estimated contributions in Facts and Figures, April, 1936, p. 5. 
I Tbe Act of 1930 provided for increased contributions for rehOUSing in agricultural parisbes or on urban 

sites o( bigb value. Calculations, however, bave been based on tbe minimum contributions, since no data 
about tbe distribution of tbese commitments are svailable . 

• 380~042 persons reboused. 
• Only 18 bouses had been provided UDder the Act 01 1935 belore Mar. 3J, 1936. No contributions have 

been reported. . 

NOTE.-Current rate of excbange for the pound, $4.89125. 

The Acts of 1923 and 1924, on the other hand, han' not brought all 
insupportable burden. The present yalue at the time of commitnwllt 
of all grants promised b:v the Exchequer under these acts is esti
mated at £133,455,668 ($652~765,036). Since over 950.000 honses were 
built under this legislation, the estimated value of the average com
mitment per house was less than £140 ($685). Thi" 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 frolll 
the operation of the Act of H130. Up to 1936 future commitments to 
the amount of £34,203.780 ($167.299,239) had been made in resperl 
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 COll

struction and improYement of houses must be added the subsidies 01' 

deficits incurred by local authorities in promotion (If housing or in 
actua 1 construction. Table 7 presents figures for years from April 
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1, 1919, to March 31, 1934. During this period loeal alltlwl'itie~ px
pended out of the local rate~ a total of £:29,378,592 ($14:3,598,040) 
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 ($804,559,863) 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.-CnnR/"lIc/ifm, receipts, (lnd jndrl)tedll(\"~ of loral au/l/(j/'itic8 OIl aCCfJunt 
of housing in England and lr(/Ic.~, 1919-31 

I 
Heceipts on account of housin~ 

Outstanding' I Number loan debt Year of houses on account 

I 
huilt l 

Total I From rents, From rates From Ooyern-
orbousin~' interest, etc. ment grants 

-

TotaL ______ '765,625 £378, 993, 272 £223, 644, 502 £29, 378, 592 £125,970, 178 ---------- ...... 
1919-20 _____________ 576 1,488, 599 911,202 574,665 2, 732 £19,219,636 
1920-2L. __________ 15,585 4,315,332 2, 308,942 1,231,341 775,049 92, 822, 93. 
1921-22 _____________ 80,783 10, 214, 212 4, 374, 091 1,106,836 4,733,285 171.988, 583 
1922-23 __ • __________ 57,535 14, 630, 907 6,682,546 863,237 7,085,124 191,991,821 
1923-24 _____________ 14, 353 16,326,992 8,041,042 836,485 7,449,465 199,451,481 
1924-25 _____________ zo,624 18, 00,062 9,3(,6,950 1,286,095 7,490,017 219,485,147 1925-26 _____________ «.218 21,281,646 11,696,575 1,715,267 7,869,8G4 260, 619, 212 
192&-27 _____________ 74, 093 26,166,825 15,316,526 2, 304, 615 8,545,684 319,804,159 
1927-28 _____________ 104, 034 32, 186,422 19, 9n, 279 2, 334, 221 9,874,922 382, 703, 076 1928-29 _____________ 55,723 36,614, 952 23,518, «7 • 2,422, 284 10,674, 221 416, 882, 118 
1929-30 _____________ \ 6G, 245 35, 109,556 21,131,915 2, 638, 061 11,339,590 4«, 693, 787 1930-31. ____________ 

55,874 37,967,323 22,909,545 3,146,655 11,911,123 472, 879, 424 
1931-3L ___________ 70, 061 40,076,~ 24,660, 715 3,075,940 12, 339, 753 497, 373, 052 
1932-33 _____________ 56,tl!1 41,758, 678 25,962,496 3,064,780 12, 731, 402 513,982, 786 
1933-34 _____________ ! 55,840 42, n2, 358 26,846,231 2, n8, 120 13,148, 007 515,818, 469 

1 In years folJo'" ing 1933-34, local authority building was as follows: 1934--35, 41,59.3: 
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 Dwelling'S Acquisition 10Rns. 
• This total includes unsnbsidized building bS local authorities after Oct. I, 1929. ~o 

data are available for previous years. 
• Figures for 1928-29 and preceding years were calculated on a slightly different b,,," 

from succeeding entries. No invalidating differences result_ 
NOTE.-Current rate of exchan/Ze for the pound, $4.89125. 
Source: Seventy-eighth Statistical Abstract for the United Kingdom, 193.', pp. 4::. 11'4. 

188. 190, 196. 198, and H19. Annual Report. of the MiniRtry of lJIealth, for 1!1;J2-:1:l. 
p. 300; for 1933-34, p. 348: for 1934-35. p. 314; for 19:~5-.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 ($1,093,90L170) between 1919 and 1934. This amount 
added to the Exchequer gnmts and rate contributions for the same 
period shows total receipt;;: of £378,993,2i2 ($1,853,750,842) prior to 
March 31, 1934. During this same time local authorities constructed 
765,625 honsel'. Between October 1. 1929, and March 31, 19:36, 25,000 
units were built by local authorities without Exchequer assist.ance. 

Local authorities han been empowered to borrow from the Public 
Works Loan Commission or through the issne of local bonds for 
purposes of housing, tow 11 planning, and loaning under the Small 
Dwellings Acquisition Act.s. 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 ($2,522,997,086) on March 
31, 1934. 
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It is very difficult to estlm.a.tethe ptoPllble future expenditures. of 
local authoriti~forhousing or even toestimate the extent of;tl'lture 
CO!'i1;$of «;lOmmltments al!eady made, The burden on the. local.ra1es 
'of dwellillgs constJ'Ucted titldertAe H<r(l$ing Acts of .1919.,1.92Zj and 
1924 may vary appreciably with changes. in the peld of a. penny in 
t~~ :I>01!lldrate;z 'With the current cost ofmone.:r,and. with thetluctu~ 
'atIQns: lAJ:eIlt levels, The am0tlDtsof :coInmltmentsnnd.er the ..Acts 
of 1930 an.d 1931) are fixed in both term and amount, but activity 
under both of these acts. is still iIi .initial stages. 
H is pertinent t.o note that localauthoritye~l?etlditute$ lot houses 

bmit undetthe Act of 1923 will decline to zerCl during: the ye~n:$1943 
to 1950 •. Expenses in C01it).ection with houses bnilt under the Act of 
1~24 will proba~lynot diminish apprecia,blybefore the 10~ye.ar pe~ 
riqd beginning in .1964. These ,expenses may (Q.ontinu~. ioranotliel' 
20 years or more after that time. Costs for Act of'1919 houses will 

FXGUlIB'l.-TWO·llEI)RooM MAlSO$TTlil FLATS. 

:E!l.e:ij ynJi; i1): thes()ipuolie :IIatsr.entaat abnut$l.l!S lle1l' 'Wl!\lJ.¢. 

CO'rltinu6 tuitil after 1979, and those for houses built 'Under the 1930 
Act will.conti~ue tuitUtxom 40. to .60 years. after the compl~tionof 
the subSidized dwelling~, No ll1~tetial diminution elf the:eosto~ 
p. t.ese.·.nt. COll1ml .... '.tm ... 00 ..•. ts .. o. f. l .... o ... ca.~ .~Uth ..... orit. ie .. s., .. the.r. e~. Of. s,.m,ay be exp .. e.c. te.d before 1961).' .At. tM same tIme expenses are ;uwreasmg .as a. .. l'esult 
o~.unassiste~ .. building for rentill~ by 19Calautb0rities. and o~ wm~ 
nutmentsbelngmo.de cuttentlYlIUderthe Acts. of 1926, 1930, and 
1935. 

The ge~eto.l withdrawal. of direct . supsidies.JorefiCQ'Uragingcon
struction has not meant an end to finmcialaid. by the Stat~ The 
Sltnn Clearance Act of 1980 is Unplementedwithan Exchequer sub
vention based on the numbe.r of pers()n$ tehoused,and th(l 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 housiItg 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 gp.aranteeing by municipalities of advances made 
to housing societies of various kinds is becoming a more frequent 
practice. Under the policy of the present government both munici
palities and the Reich are making a practice' of extending long-term 
Joans at lo:w 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 Swec!en, 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 sUl?ported by a State grant of 30,000,000 krone!' 
($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 

.j5,OOO,OOO kroner ($5,460,000) had been advanced. The following 
table (Table 8) indicates the use of this fund: 

TABLE S.-Advance8 by the Danish State finder the Act of 1933 

Purpo.o;e 

. 
~r!~=~:i.1~:i:~~~~~=:::::::::::::::::::::=:::::::::::: 
To ps'IIOD8 bulldiD& 1 .. 1l8rlmeDt hoWlllS lor their own u.'<e ________ • ___ • __________ _ 
To Private persoDS buililiDg lor othel'S __________________ ._ •. __ . ______ . __________ _ 
For improvement ofsemipubUe buildlngs _____ .. _._ .. _____ . __ . ___ ._._ .. _ .•. ____ . 

Nou.-Carrent rate of exchange for Danish krone, SO.21M. 
8oureB: Uupubllahed repart. 

106333--37--3 

Copen- Outside 
hageD and Co~n 
suburbs sut:';;bs 

K.- K,01IeT 
2, 340, 900 975, 800 
6, 047, 3JO 1,025,600 6,9M, 100 ___________ _ 

327,600 ___________ _ 

3,812, 3JO 3,297,100 
3tS,300 - ___ ••• ___ ._ 

19, 807, 300 5, 298, 600 



24 EUROPEAN HOUSING POLICY AND PRACTICE 

Financial assistance for low-rent housing in Norway IS 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. 

TABLB: D.-Small Holdings & DtoeZlings Bank balance sheet, 1933 (in kroner) 

UABIUTIE8 ASSETS 
Loans granted in rural Capital _________________ 23,000, 000 

communes ____________ 180, 712, 000 Bonds issued ____________ 114,300,000 
Loans granted in towns__ 24, 953, 000 
Interest due_____________ 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 

Other Jiabilities__________ 96,000,000 

233,399,000 233, 399, 000 
NOT .. -Current rate of exchange for Norwegian krone, $0.2459. 
Source: I"ternatio"al SUf"1)ev of SOCial Seroka, 1933. International Labour Ollice. 

Geneva, 1936. p. 569. 

The following table indicates the extent of financial assistance by 
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. 

TABLE 10.-Eztent of assistance by local authorities toward construction of 
dwelUnus by housing societies and f)rivate persons in N orwag between 1914 
and 19!8 

Amount of grants 

Type of 88Slstance 

To Joint stock oompanie5: Credit gnanmtees _________________________ .. ______ _ 
Nomwpa}'1lble advances __________ . ___ • ___ .. ______ .. 

To cooperative housing societies: 
Credit gnanmtees _____ .. ____ .... __ • __ ........... __ . 
Nomwpa}'1lble advances ______________ .• -- ____ .. ' - .• 

To private persons: Credtt gnanmtees. ________________ ................ . 

NOIlJ9pa}'1lble advances ... __ ...................... . 
Total: 

Credit gnanmtees ___ .. __ ......................... .. 
Nomwpa}'1lble advances __ ... _ ..................... . 

KrO'Mr 
61,100,000 
24,MO,OOO 

5,500,000 
2, 500,000 

'3, 100.000 
• 16, 000, 000 

6, 600,000 

85,700,000 
32,400,000 

I OWlllllltees of 10ans made by Small Holdlnp 4< Dwelllnp Bank • 
• OWlllllltees of IOIIDB made by other banb. 

li6oom
mun811 

KrO'Mr 
81,ZlO,000 
24,(00,000 

66 com
munes 

---r 

4, 142 4, 100 

6, ZlO, 000 653 791 3, ZlO, 000 _________ • ________ __ 

117, 300, 000 2, 268 6, 4411 125,000.000 _____________ • ____ .. 
8,000,000 -- .... .- .. __ .. ____ __ 

109, 700,000 7. 063 10, 400 
36,600,000 __ ................ .. 

NOH.-Cummt rate of exchange for Norwegian krone • .,~. 
Boulee: Houl., Potier In Europe. Internatlonal Labonr OJDoe. Geneva, 1930. p. 182. 



DEVELOPMENT OF FINANCIAL ASSISTANCE 25 

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-Iend the money to coopera
tive housing societies and public utility societitls. The following 
table (Table 11) indicates the fact that while direct subventions are 
no longer being granted, State loans are of continuing importance: 

TA.BLIlll.-Advances and grants in the Netherlands under the Housing Act, 1901, 
for new construction, by years, from 1905 to 1933 

Advances Annual grants 

Year Number o( houses Number o( houses 

Amount Amount 
Housing Municl· Total Housing Munlcl· Tota lIOCieties palitles societies pallUes 

--- ------
Flariu Florin.! 

TQtaI __ ••• 809,801,1102 .--.------ ---------- 1144,476 10, 2M, 753 75, 610 llI,OO5 96,815 --- ------
1905 ••••••••••.. 46. 500 0 31 31 105 0 11 11 
1906 ••••••••.•.. l1li,400 26 0 26 15 2 0 2 
1907 ••••••.••••• 1,446. 109 752 37 789 1,774 319 7 326 
11108._._ .••••••. 1,l85,'15 527 71 698 3,087 159 13 172 
1909._ •••••••••• 1,318, 377 709 40 749 2,255 306 18 au 
11110 •••••••••••. 1,730,270 891 71 962 1,372 87 37 124 
11111 •••••••••••• 2,838,361 1,276 127 1,403 2,054 ~ 37 246 
1912 ••••..•••••• 8,596,873 2,560 107 2,667 2, 140 279 58 337 
1913 •••••••••••. 8,872, 191 3,536 51 3,586 24,696 899 36 934 
1914 ••••••..•••• 12,801,053 5,115 184 5,2911 18,056 1,.os 62 1,'70 
11115 •••••••••••• 17,928,817 4, 711 827 5,538 108,4,. 1,~ 39Ii l,seIl 
19111. •••••••••.• 18, 789, 708 3,886 375 4,261 180,956 2,708 52 2, 760 
1917 •••••••••••• ~,888,162 6,330 5,658 10,988 771,307 6, 136 5,632 10. 767 
1918._ •••••••••• 52,564,8113 7,533 1,737 9,270 866,456 7,226 1,718 8,944 
19111 ••••••••••• _ 98,471,067 13, 081 2,987 16,068 1,756,001 12, 362 3,068 16, 4:lI 
19:11 •••• """" 159, 835, 224 18, l1li1 3,530 22, 221 2, 937, 994 17,789 3,510 21,2911 
1921 •••••• _. ____ 1119,357,961 19,213 3,596 22,808 3,058,065 18,382 3,509 21,891 
1922._. ___ •• __ •• "-002,401 4,736 1,832 6,567 328,038 3, 541 582 4,123 
1923_ ••••••• _ ••• 2'-839,224 3,1198 2,828 6,526 134,106 2,485 I,Ml 4,046 
1924 ••••• _ •••••• to. 267,107 1,553 1,110 2,663 57,803 760 0 760 
1926 ••• _ •••••• __ 8,945.845 1,032 1,173 2,205 0 0 0 0 
1926 __ ._ ••••• __ • 5,814,641 0 0 1.200 0 0 0 0 
1927 ••••••• _._ •• 12,436,319 0 0 2,341 0 0 0 0 
1928 ••• _ ••••• _ •• 14,812. 512 1,979 1,219 3,198 0 0 0 0 
1929 ••••••••••••• 16, 983,.sD 0 0 4, 639 0 0 0 0 
11130 .•• _ •••••• _. 14.878,000 2,552 1,362 3,914 0 0 0 0 
1931._._ ••• ____ • 12,387,543 1,963 909 2,872 0 0 0 0 
1932 •••••• _ •• __ 3, 079,152 767 3111 1,087 0 0 0 0 
1933 ••••• _ •• _ ••• 9, 616, fIItl 0 0 0 0 0 0 0 

I 1905 to 1932, only. 

NOTS.-Curreut rata of ucbJulp (or Dutch lIorln, $0.5404. 
Source: "Housing in Holland under the HoU3lng 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 31h 
percent, and the contribution of the Stat,e 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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ordinary channels, special institutions have been created to provide 
mortgage money for lea~hold 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 pres,ent economic difficulty in which 
mal!Y of the nations and cities find themselves. This form of 
assistance does not create a heavy burden upon the Government or the 
municipality, 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 contmued on ~rhaps 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 r,efining 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 
hav,e 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. 



PART 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. 25 

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
quired 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 le~ 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.26 This fact is 
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 

• DUferential renting Is used here as a general term. A distinction Is recognized be· 
tween dltrerentlal rents. which are fixed rents at ditrerlng rates. and ditrerentlal rent 
rebates (rent relief). which are dltrering allowances from standard rental rates . 

.. See Green. Marjorie E. "Rent Rebates." The Family Endowment Society. London. 
November, 1935; ani! Parry H. Lloyd. "Rent Rebates under the Housing Acts." National 
Housing and Town Planning Council. London. Aprll 1936. 

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

The Act of 1930 for 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 sufficient 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 su1llcient 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 
grant should be based on the number of persons displaced and re
housed by clearance operatjons, in contrast with the former plan of 
determinmg the contribution on the basis of the number of new 
houses constructed. It should be noted that the provision for per
mitting local authorities ~$rant rebates applied only to houses con
structed under this act. However, 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,28 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 
general resistance to a change in the basis of operations which had 
become 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 
admimstration 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 man:Qer 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". MlnIstry of Health, August 19, 1930, p. 9. 
• Lee .. OOf'JIOt"Gffon v. Jentfn.on, 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 etl"ect 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.29 

The rent rebate schemes in use in England have been classified as 
follows: 

(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. g., rebate of xd on incomes between y and z shillings. 

(ti) A rebate of xd for every y shillings by which tbe income fall., 
below a fixed scale. 

(b) Minimum rent, which is increased accol'ding to a fixed seale, until an 
upper limit is reached. 

(c) 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,31 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 ditl"erential 
renting is now an established part of British housing policy. This 

"" Wilson, Geotlrey. "Rent Rebates." No. 28, issued by The New Fabian Research 
Bureau, London, July 1936, p. 11. 

III Ibid, p. 12 . 
.. See Jenkinson, Rev. Charles, "Rehousing the People In Great Britain-The City of 

Leeds." International Hovsing ana Toten Planning Oongres8, London, 1935, part I, pp. 
273-9. 
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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 housing 
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 differential 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 n.ot need, 
and that thereby lar~er contributions are possible for the truly needy. 
However, nothmg nghtfully 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 hOUSQ 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. A feeling 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. . 



PART V 

HOUSING THE POOR 

In spite of the many years of public housing activity in Euro~, 
the situation of the lower-income groups with respect to housmg 
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 working 
groups, the aggregate accomplishments leave much to be desired. 
Rapid 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 m all of the 
European countries. The problem of providing new housing for 
the lower-income groups on an economic basis has nowhere been 
E'olved. 

Pre-war housing programs and legislation were successful in many 
respects. 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 regtJ;lations 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 housing 
supply. Certamly the proportion if not ilie absolute number of 
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-clas<> 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
dividend 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 pomt 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 in accomplishing thil" object in each country. In some coun-

33 
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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. 

TARI,E 12.-Numller and percollt of houses added to housmg stock by various 
ngencics in the NethPrlands, by years from 1921 to 1934 

~umber of houses added to the stock 

Agency 

Year 
Government, 

Provinces, water
boards. etc. 

Municipalities Housing societies Pri vate enterprise 

Number Percent ~umber Percent Number Percent Number Percent 
---------1---- ---- ________ - ___ - __________ _ 

TotaL __ _ 1,564 0.2 43,249 6.4 99,932 14. 9 512, 365 76.1 
--------1--------------------

192L________________ 636 1.5 5.687 14,1 19,298 47.8 14,743 36.6 
1922_________________ 130 .1; 6,808 14,6 13,622 30.0 24,936 54.8 
J9ZJ_________________ 94 ., 5,449 ]2.6 9,590 22.2 27,999 65.0 
1924___ _ _ ____ __ _ _ ____ 107 .2 3,574 7.6 8, 736 18.7 34. 295 73.5 

1925 ________________ _ 
192('- _______________ _ 
1927 ________________ _ 
192!L _______________ _ 
1929___ _ __________ _ 

1930 _______________ _ 
1931 ________________ _ 
1932 ________________ _ 

:::::::::::::::::::1 

41 
100 
69 
44 
64 

98 
35 
47 
58 
41 

.1 

.2 

.1 

.1 

.1 

.2 
.1 
.1

1 

.1 

.1 

4,059 8.6 8,538 
2,916 5.7 4, 749 
2,759 5.3 4,801 
1,191 2.4 5,542 
2,242 4.6 5,221 

2,329 4.4 5,050 
3,358 6.4 5,961 
1,444 3.4 3,718 

685 1.5 979 
748 1.4 4,127 

:-';umher of houses added 10 the 
stock-Continned 

Rebuilt., e~tended, 
renewed. and Year 
cbange of use J 

Number Percent 

TotaL__________________________ 15,875 2.4 
1----1 

1921. _______________________________________________________ _ 
1922 ________________________________________________________ _ 
1923 ___________________________________ . ____________________ _ 
192'- _______________________________________________________ _ 

1925 ________________________________________________________ _ 
1926_________________________ __ ________ 1,865 3.1 
1927___________________ __ ____ __________ 1,376 2. 7 
192!L__________________ ____ __ __________ 1,803 3.7 
1929__ _ ____ ______ ____ _ _ __ ____ __________ 1,518 3.1 

I 
1930 ___________________________________ 1 

~:k::::::::::::::::::::: ::::::::: :::: I 
~::: :::::::::::::::::: ::::::::::::::: i 

1,087 
1,511 
1,4.9 
2,542 
2,694 

2.1 
2.9 
3.4 
4.6 
4.9 

-----~I 

Total new 
dwelling 

units 

, , 
672,985 I 

40,364 
45,496 
43,132 
46, 712 

47,190 
50,008 
51,622 
49,138 
48,865 

52,588 
52,092 
42.827 
46, 967 
55,294 

18.1 34,552 73.2 
9.3 41,068 81.0 
9.3 42,617 82.6 

11.3 40,558 82.5 
10.7 39,82D 81.5 

9.6 44,024 83 .• / 
11. 4 41,227 79.2 
8.7 36,139 84.4 
2.0 42, 703 89.8 
7.5 47,684 86.1 

Reduction of 
total SUfiPIY Total ill-

by demo jtion, crease in 
alteration, and stock of 

withdrawal houses 
from use 

----
• 7,360 595.62: • ,-----

1.895 38,469 
2,035 43,461 
2,629 40,503 
3,616 4.3,096 

4. 477 42, 7la 
6,335 44,363 
6,932 44,690 
8,446 40,692 
7,711 41,154 

8,057 44, 531 
9,022 43,070 
5,52D 37,307 
5,341 41,626 
5,344 49,950 

1 For 1921 to 1925 this figure has been Included with the figure for houses completE'd by 
private enterprise. 

Source: "Housing In Holland Under the Housing Act", by H. Van der Ka8, p. 33. 



HOUSIKG THE POOR 

The failure of the early post-war housing measures to provide for 
the lower-income groups is 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
mcome groups. 
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First floor. 81'cond floor. 
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Tbis rents at about $4 per week. 

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

In England and Wales since the war, from public and private resources, morl' 
than £1,000,000,000 has been spent in the building of more than I1h million new 
houses. This represents a housing effort which has probably never elsewhere 
been equaled. It is clear, however, from the e"idence, 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 ha,e 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 iu relation to 
other relevant factors, such as the probable increase in tbe 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 ha,e been built for 
sale, and the rest, owing to the increased cost of building and the higher 
mndard 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 It 
large scale only by the local authorities, the rents of whose houses, as we havp 
pointed out, are often higher than the poorer workers can afford. The faN 
that building costs are now much lower than in the earlier years after thl' 
war has not yet been effecti,e in altering this general position, presumably 
because local authorities feel difficulty in charging rlifferent rents for the samp 
type of houses, and so the effect of the recent reductions in cost is weakened 
by being spread oyer all the hOll"es pre,iously built." 

In 1929 it was calculated by a committee of the National Housin~ 
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. 
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Broadly speaking, the skilled labourer in urban areas is generally prepared 
to pay something between lOs. and 158. a week, inclusive rent; the unskilled 
labourer, something between 6s. and lOs. The lls. 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 
othcr 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 paylng
that is to say, round about 7s. or 8s. a week, inclusive." 

As the need for housing space was relieved, the attention of vari-
0us 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) : 

TABLl!l13.-Cost per square foot of local authority non·parlor houses and interest 
rates of building society loans, 1929 to 1935 

Cost per Building Cost per Building 
square (oot society 8quare (oot society 

Year o(non· mortgage Year or non· mortgage 
parlour Interest \:: Interest 
houses rate rate 

.. tl. Perant .. tl. Percnd 
1929 •••••.••.•.••••••••••• 8 11~ 6 1933 ...................... 8 0 H~i 
1930 ...................... 8 10).2 6 11134. '" .................. 8 1 'J.S-6 
1931 •••••••••••••••.•••••• 8 9~ 6 1935 ...................... 8 " ,,~ 

1932 ...................... 8 3~ 5~-6 

NOTB.-Current rate oC exchange (or the pound, $4.89126. 
Sonrce: TIle EconomiIJt (London), Oct. 26, 1935; FacU and Ffquru, National Housing and ToWll Planning 

Council (April 1936), p. II. 

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. 

• "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, 

1929 TO 1936 
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TABLI!l 14.-Peroentage distribution, btl "alue, of 1t.otuea condructed In England 
and Wales without E:cchequer assistance, 19~O to 19~6 

DweJllngs Ye&l' ending Mar. 31-

Estimated 
Ratable values aa\eprice 

equivalent 
1930 1931 1932 1933 111M 19351 1936 1 

------------
hunt Perunt Perunt Perunt Percem Perunt Perunt 

TotaL ••••••••. _ ••• _ ••••• ----- .. -------- 100.0 100.0 100.0 100.0 100.0 100.0 100.0 ----I-------£l3 or __ •••••••••• _ ••••••• _. $1,800 } 73.7 81.5 83.7 85.0 1rl.7 { 36.8 36.5 
Men than £13 to £26 ••••••••• _ $1, 8ro-3, CIOO liL3 151.2 
Men than £26 to £78. __ •••••• 3, 600-10, DUO 26.3 18.15 16.3 1:1.0 12.3 lL9 12.3 

1 A. BlilhUy cWfenat bue WIllI uaed for percen&aps In u.s 1IIIUII. 

I 8oarce: Tnti to BbtMItA A""ual ~ tJ{ lie Mi'lllltTr tJ{ HICItA, ID2D-35. "lIousing-POIIItIaa at 
31st March 1II1II", 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 

taXIes) . d . h' t . 't' . . bl tIS asserte In some quarters t at prlva e Inl labve IS a e 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 yarious 
cities on current rentals in municipal housing. 

Considering the fact that in England many slum dwellers and 
other persons who are crowded into lodgings 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.a6 

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. 

TARLI!l 15.-Rents charged in municipal house., alld flats in ra1'iOU8 cities in 
England 

Type of unit Birmingham Liverpool Manchester London 

•. d. •. d. ,. d. •. d. •. d. •. d. •. d. •. d. 
Bed·Jiving room cottage or lIat.. ....• __ .•..••••. __ ••. 3 6 to 4 0 
Maisonette: 1 bedroom...................... 6 5} 

2 bedrooms...................... 6 5 to 7 6 
3 bedrooms .•.••.•...• _.......... 8 0 

Small non·parlor cottages: 
1 bedroom ...................................... . 
2 bedrooms...................... 8 0 to 8 9 
3 bedrooms. ____ ................. 9 0 to 10 8 

Non·parlor cottages: 

14 8 

Ii II 
8 1 
8 7 

3 bedrooms ...................... 10 6 to 11 8 10 0 to 12 6 
4 bedrooms __ .................... ................. 11 0 

Parlor houses: 
3 bedrooms __ ... ........ ......... 13 6 to 16 3 16 6 
4 bedrooms ...................... 15 6 to 16 10 ............... . 

Flats: 
1 bedroom ..................................... .. 

~ ~::::::::::::::::::::::::: 1~ g 
4 bedrooms __ ............ __ __ __ __ ...... ______ . __ __ 

50to56 
6 7to 7 1 
81to87 
91to98 

NOTJ:.-Current rate of exchange for the pound, $4.89125-

.... --------- ---.. _-

6 9to 7 1 
9 2to 9 5 

-------------- .. --
10 10 to 11 8 

14 4 

13 11 to 14 8 
14 8to 15 6 

"g--'(i'iO--9--5' 
-------------- ---
-------------- .. --

------- -. --------
6 7 to 15 I 
8 7 to 20 ~ 

10 3 to 22 5 

10 3 to 22 ., 
-------_ .. ---_ ........ 
12 4 to 21 II 
13 o to 27 11 

4 o to 15 1 
6 2 to 20 2 
7 10 to 22 2 

12 \I to 24 4 

Sources: Birmingham, "Opening of 4O,OOOth Municipal House," lU\y 1936, p. 8; Liverpool. "HollSing, 
11134" (with addendum to May 1936J, p. 311; Manchester, "Housing," lU\y 1936, pp. 25 and 29; London County 
Counell, "Housing Estates Statistics, 1934-35." lU\y 1935, p. 2 . 

.. See Simon, E. D .. and Inman. J. OP. cit. note 21. p. 114 ft. 
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Another PII('oura~ing indication is the iltcreasing usp of rent 
rebates. The 1935 Act provides for the consolillation of all housin/! 
accounts~ the pooling of subsidies, ano the encouragement of differ
ential renting. Under this arrangement for pooling all subsidies~ 
the rents charged for giwn 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.3T As the adoption of this form of renting polic.v 
spreads, greater benefit will accrue to the more needy. 

In Holland. the provision of new housing within HlP reach of 
the lowest-income group remains a problem unsolved by private 
initiative awl by the communes. The slum clearance operations 
have secure!l the rehousing of some SIUlll dwellers ill new housing:. 
However, the greatest share of goVel"l1111enta 1 assistance has been 
to housing SOCIeties, who ha,-e sen-ed skilled artisans anel white
collar workers."8 

The situation lllay be illustrated by the plight of the textilr 
workers in the Rotterdam district. It is accepted that the propP!' 
rent-income ratio for Dutch workers is approximately Hi percent. 
Under present conditions, this indicates a rent of FI 3.00 ($1.62) pel' 
week. Workers are actually paying FI 4.50 (*2.43) per week. It 
has been estimatpd that new housing suitable for working-group 
families woul(l have to rent for () to 7 florins ($3.2,1, to *;;).78). 

The 'prospects for the provision of housing for the most needy 
group III tIl(> near future are not so encouraging in Holland as in 
England. The unsettled ecollomic conditions and the straitened 
circumstances of the State anll the communes have stopped slum 
clearance operations and restricted other forms of governmental 
housing actIvities. Furthellllore. 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 imprm'eel housing for 
the lower-income groups is fur from solved in Europe, there are 
several outst anding example" of succPssfnl attempb in this direction. 
One of the most promising plans. alld perhaps the most widelY 
utilized scheme, is the recondItioning of unfit dwellings. At som'e 
time during the legislatiw history of housing in almost every country 
provision was made for the improvement of existing structure's 
through repair and remodeling. Since 1868 39 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 e~qwnse if he failed to do it, Under this 
power in sen'ral of England's MitlIand cities, such as Liverpool awl 
Manchester, large numbers of l'rO\Hlpd substandard back-to-back 
structures were improwd in the years brfore the war. The Dutch 
Housing Law of 1901 provided similar powers, and these have been 
consistently exerciseel for many ypars, In Germany and in Vienna 

"See Part 1\'. 
3S See Table 11. Part IV. 
39 The Artisans and LaboUl'~r' Dwellings .\ct. 11'-68. (;1 & 32 Yiet.. ch. 130. 

l06333-3i-i 
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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 e'nsting 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 attention 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) : 

TABLE 16.-Repair of houses as a result of housing inspections under the Public 
Health Acts and the HOIl.~infl Arts in England and Wales, 1920 to 1934 

Total Houses rePllired 
houses 

inspected 
Year under Pub-

lie H eaIth Total 
andHous-

TotaL __________________________________________ 11~~:~.c~~1 1,7,517,130 

1920 ___________________________________________________ _ 
1921. __________________________________________________ _ 
1922 __________________________________________________ __ 
1923__ __ _ __ __ __ __ __ __ _ __ _ __ __ __ _ _ _______________ -- ___ __ 
1924 __________________________________________________ __ 
1925 _______________________________ - __________________ __ 
1926 __________________ - ____________ - ____ -________ -__ - ___ 
1927 ___________________________________________________ _ 
1928 ____________________________________ -___________ - __ _ 
1929 ______________________ - _____________ -- _____________ _ 
1930 ___________________________________________________ _ 
1931. __ • ______________________________ • ________________ _ 
1932 __________________________________________________ __ 
1933 _________________________________________________ .. _ 
1934 ....... _____________________________ -- ____ - ___ -- __ __ 

1 Not including data for 1931,1933, and 1934. 
• Not including 1931. 
'Data not available. 

1,084,864 
1,174,334 
1,115,394 
1.112, 228 
1,138,389 
1,114,504 
1,164,875 
1,227,663 
1,165,551 
1,182, 895 
1,127,394 

(3) 
1,521,520 

(.) 
(3) 

421,935 
544,635 
542,834 
562,517 
537,202 
528,496 
583, 609 
579,288 
553,629 
558,981 
530,336 
(3) 

1i59,129 
520,972 
493,567 

Without 
formal 
notice 

14, 035, 380 

ISO, 699 
250,702 
268,571 
280,430 
272,509 
279,407 
302, 739 
298,301 
302,373 
308,036 
331,213 
(3) 

332, 520 
318, 261 
300,619 

Alter 
formal 
notice 

13, 481, 750 

241,236 
293,933 
274, 263 
282,087 
264,693 
249,089 
280,870 
280,987 
251,256 
250,945 
199,123 
(3) 

226,609 
202,711 
183,948 

NOTE.-As a result of action under the Housing Act of 1930, a total of 454,063 houses were repaired before 
Mar. 31, 1936; 122,071 of these repairs were effected after formal notice under the act. An undeterminable 
Dumber of tbese are inclUded in the 1932, 1933, and 1934 figures in the table. 

Source: Third to &Den/tenth Annual &pom of Minutru of HeaUh, 1911-36. 

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.40 This organization was founded in 1926 and operates 

.. See "Departmental Committee on Hou8ing-l'roo~ of Evid,'nce 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.41 

The method of operation is as follows: The company buys up 
houses, Bats, Ilnd 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) rat.able 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 recondit.ioned 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 it 
tax on pay rolls. 

In both Germany and Austria, the present emphasis in housing 
policy is on the development of suburban homesteads.42 In both 
cases, the ori~inal 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. It is significant that there 
h.as been a gradual cha~ge 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 

U See Part VII. 
.. See "Subsistence Homesteads." International HOlH,ing Association, Frankfort/)iain. 

1935. 
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many casl'o-, llIudl uf the cumtructioll labur i" provided uy the ~et
tIers. This lllay reach a ,allle of from R)l[iOO to RM1,000 ($200 to 
$400). SOlltrtillles land is supplied by the municipalities at ,ery 
favorable rate,..;. or an industrial plant may supply the land in case 
the developlllent i<. to be settled by its employees. Building materials 
are occasionally prm'i(\r(l h~' municipalities at reduced prices. 

The average cost of the impro,ements on suburban homesteads 
in Germany is approximately Rl\I2,400 ($965). The land cost a,er
ages RM500 ()j;200L and the expenses of de,elopment are in the 
neighborhood of R~I100 ($-10). Other expenses, such as those for 
digging wells, making electric connections. and providing sanitary 
facilities range from R)I200 to R~I300 ($80 to $120), while about 
the same amount is invested in seeds, fruit trees, liHstock, 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 SlO,OOO.()OO (:!'1,8i2,000) for loans on 2,000 
homesteads. LTp to that time :3.:WO dwellings had been completedY 

One of the first projects was denloped 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 fi,'e-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 lar~e 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 S12LOOO ($22.651). The settlers raised 
Si5,OOO ($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 homesteacU4 

The houses were const rueted on a minimum basis with one living 
room-kitchen combination. one bedr(xlm, a loft, and a stable. They 
were built as semi-detached strurtnres and were arranged so that en
largements could be made in the future. "Tater supply is from wells; 
neither electricity nor gas is ayailable. There is no sewer connection, 
for this ,,·ould be expensin: and furthermore, all the refuse is care
fully presen-ed 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 themselns. Furthermore, each settler was required 
to raise a certain amount of money to finance the equity. This project 
was completed in 1933 with ilO percent of the construction work done 
by the settlers. A second rolony was finished in 1935, composed of 

.. "Au>tria Is H(·lping Her T:npmplo~ed to Help Themseh·ps:· Die Randsiedlungsaktionen 
tlH Bllndesrpgierung lind der Starlt Wien. Hl!l:\. p. 14 

.. Ihid .. pp. 4-G. 
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345 units. The city of Vienna has recently started to develop 139 
more homesteads in several different settlements. 

Under the most recent policy the homesteads are more commodious 
and pro,·jded ,,·jth better facilities; they are financed through a loan 
of S4,500 ($842) by the GOYernment and one of S500 ($94) by the 
city, both for a term of 40 years. The settler holds his property on d. 

lease until the year 2000, but must serve a 3-year probationary period. 
In a typical case the all-inclusive charge for a homestead is 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. 

ROOM 

L.R. SK B. R. 

B.R. 

First floor. 

Second floor. 

FIGCRE l~.-St;Bt;RBAN HO)1ESTEAD, GERMANY. 

Thpse siedlung dWellings are sold with one-sixth acre of land for $120 down and $12 
pel' 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 polley 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 
create political disturbances than a restless, dissatisfied industrial 
population. 

The city of Stockholm, Sweden, has adopt~d a progressive policy 
of cooperation between city government and prospective owners of 
small homes which has been signally successful both economically 
and socially.45 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 81h miles of the center 

.. 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). U ntil1926 l?arts 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 1?arks, 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 is farther from the city than 30 minutes by tramway. 

The 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 av.ailable 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 $3,2(9). 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 centr.al 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
Lling 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 
!nateria~s. Und~r this arra~gement the city provides all materials, 
InstructlOn, 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)s 
provided over a period of 30 years. 



46 F.UROPEA~ HOlT~l~(; POLICY ,\.ND PRACTICE 

The credit advanced ullder this contrad is estimated to coyer lJU 
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 
contra.dors' work, .and for ad'!linistration lind instruction by repre
sentatives of the elty. There IS a. sum of llbout 1,000 kronor ($252) 
which the builder is permitt€d to US€ for labor U) assist him or for 
special equipment or minor ufhlitions to the structure. '111is money 
is usually used to provide special amenities such as an enclosed porch, 
a garage, or a water-heating system. Considerable competition is 
developPfl in each area to see which householder can build quickest. 
best-,and most eeonomically. . 

B. R. 
a 

L. R. 

FIGURE ll!.-PLAN 01" FLAT FOR 
DESTITUTE F.UIILIES, VIENNA. 

No family with less than three children j, 
admitted to the ten developments. each 
containing from 200 to 300 units like this. 
Public baths are provided. 

FIGURE H.-UNIT I~ LnJITED-DI\'InE~D 
PROJECT, GER:\IANY. 

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 percellt. 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 
given 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. Tl{e 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 anel 
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 onlv for clemolition. In order to rehouse 
all those displaced' by such treatment, new housing is required. 



PART VI 

MUNICIP AL OWNERSHIP OF LAND 

For lIluny ),pur:-; it ha~ lJeell the policy of 1lI1111ieipalities in Scundi
navia, Holland, and GermallY lo :Icquire large an'lI~ of land at tht! 
urban periphery by pnrchas(' in the open market at favorable time,.; 
:lnd pricrs. This land policy, carried on in many cases sin('e the last. 
half of the nineteenth eentury, hus resulted in the accumulation of 
great tI'ads by many cities. In St(wkholm, for instance, in 1934 tIl(' 
eity owned 8,140 hectar('s of land located from 2% to 8% miles from 
the center of the city. This is more than th-e times the area of the 
city proper.46 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 valuNl 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. 
18.2 million kroner ($3.974.880) was receiwd 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 uS('. 
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 lI:-;e, 
Since the war, abollt 1.300 parcels have been disposed of for llse a" 
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 buildin~ land at low prices. In the earlv post-war 
period, this control of prices was strengthened by the pro'vision that 
land values must be low in order to recei ye subsidy in connection with 
new construction. Building sites are still relativelv ('heap in spite 
of a substantial increase in private activity. U 

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 relati(m to the cost of the property. 
I? generaL howenr. the procepds havC' equalled the COf't of acqui
SItIon . 

•• "Garden Rllhnrb' of thp City of St(wkho1m-S.-.me Officia1 D3ta," i~"upd by City of 
Stockholm Rpal Estatp Office, ]9:\4 
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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 connectioll 
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 4. 
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
ehase 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.48 

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.49 

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 estate.:; 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. 

<1 Housing Policy in Europe. International Labour Office. Geneva, 1930, pp. 311-12 . 
.. Ibid., p. 112 . 
.. Ibid., pp. 163-4. 
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In Germany most of the municipalities have accumulated large 
tracts of land oyer 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 citv 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 a.s n percentage of the 
city's a4ministratire al'ea, 1914 

City 
in the city side the city 

City 
Public Public 

land with· land out· 
in the city side the city I la:dU~I;h. l!~b~~. I 

________ j ____ ! ____ ' ____________ 1 ___ _ 

Berlin .... _. _____ ._ ....... 
Munich ......... ____ . ___ _ 
Leipzig. _ ._. _ ....•.... ___ _ 

Percent 
9.2 

23.7 
32.3 

Percent 
240.8 
37.8 
27.4 

Strasbourg _______________ _ 
Hanover_ ...... ____ ._ ... __ 
Spandau_ ... _ .. _. _______ . 

Percent 
33.3 
37.7 
3.0 

Percent 
281.0 
20.4 
42. 9 

Source: "Some Economic Aspects ot Municipal Land Policies ot 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. 

TABLE IS.-Land owned by the 10 largest German cities ill 1933-34, claSSified 
by present use (ill hectares) 

Total pal holdings I misce~~~~eous. Forests I 
area ot 

Open space and 
agricultural 

land' 
City 

Total munici. Buildings, parks'l 

muniei· ---,----1--...,., --1---,,---1---.,-----
pality 0 d , d 

In city oUt tcsI'tiye In city Out~ide In city Out~i e In city Out~ide ot cIty ot cIty ot cIty 

---------1--- --- --- --- --- --- --- --- ---
B~rlin._ .. ___ ..... _. ___ .... _ 88,357 30,898 30,329 3,959 572 14,066 9,477 12,873 20,280 
Hamburg. __ . _____ ._ ... _____ 13,566 5,384 2,102 38 3,2« 
Cologne •..•. _ .. _______ ... __ 25,108 8,170 2,429 2,171 63 643 79 5,356 2,287 
Munich ... _ ........ ___ ._ ... 18,828 2,499 5,398 88i 392 ISO 1,621 1,432 3,385 
Leipzig._ .... _. ______ ._ ._._. 12, 854 4,On 2,911 855 189 1,048 332 2, 174 2,390 Essen_. ______ ... _______ ._ ... 18,845 2,161 118 1,154 29 --- .. ---- ----299· 1,007 89 Dresden. _ ... ______ . _. _. ____ 11,920 1,915 927 591 93 121 1,203 535 
Breslau •...• __ ._ .. __ . ___ ._. 17,470 3,115 5,154 1,494 168 2,037 1,621 2, 949 
Franktort .... __ . _____ ... __ ._ 19,460 7,OiO 950 SOl 355 4,220 510 2,049 85 
Dortmund ... ____ . _____ ._._ 27,143 2,978 2,881 956 352 695 435 1,327 2,094 

! 
I Exclusive of streets, railways, etc . 
• This land may be used tor building only under special circumstances . 
• This land is held primarily tor building purposes. 

Source: Stati8l;'che Jahrbuch Deullcher Gemeinden, 19'5, p. 36 ff. 

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, anti~ocial exploitation and speculation can be prevented, the 
overcrowdmg of structures ayoided, 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 tll" an'a of tilt' ('ity ('xpalld~ alld lh., out}Yin~ di~tl'ids un' 
absorbed, ullder municipal ownership tIll' coordination of public 
seITices is easily eff'ected, and economic waste arising from ext~nsion 
into remote areas bf'yond bf'lts of open land is avoided by extending 
IItilities only as the immediate need demands. This is in contrast to 
til(' costly practice of priYate initiative in the ownlevelopment 01' 
subdivision property far in achance of actnal requirf'ments. It per
mits planned, compact dewlopment instead of the usual spotty, hap
hazard rlew]opment. Finall~-, any increment in land value created 
by the extension of the commllllity is preserwd for the municipality. 

FIGt:iRE Hi.-PL.\:\" OF THE WEOLE¥ C.\STLE PUBLIC HOUSIXG EST.\TE IX 
BIlUlIXGlIAM, 

Another important advantage of the o"'nership of raw land by 
public authority lies in its utilization in the provision of housing for 
low-income 2TOUpS. Since umler a long-range program the land call 
usually be acquired at low prices, it is possible for the city to provide 
public housing at lower rents than wOllld be the case if the land were 
bought in the open market when needed for building. 

In the city of Stockholm, it has long 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 lalld, these least's art' 011 wry favorable terms and 
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t'uable rents to be substulltialh \lnyt'r than wli!'r£' lallu llI11st be at:
quirt'd from prinlte intert'sts' at slw(,lliatin prices. It is usually 
provid!'cl ill the lease that at its expiratiOll the city may acquire 
the land and its improYement:- upon the payment of a reasonable 
sum to cOYer the remaining vallI(' of the buildings. Leases of public 
lands are frequently made to pl'i,·ate 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 reYersioll rights. 

In Germany~ a large shart' of building is done on public land. 
For instanct', betwt't'n 1901 and 1913, ill a group of 92 towns, approxi
mately two-thirds of the total land employed for housing construc
tion was leased or sold by the nnmicipalitles. In 70 towns of over 
,)0,000 inhabitants. 45 percent of the municipal land ceded durincr 
this same period was utilizt'd by public utility societies, 32 percellt 
Ily privatp buil<1Pl's, and 2;~ pen:ellt for the t'rection of municipal 
housing. The terms of transfer in Gernlllny are either in the form of 
least's or sales with a right to 1'1'1 Hu·chas!'. The Oerman communities 
have steadily increased their holdings as illustrated by the fact that 
a group of 173 munieipalities acquired 6,756 hectares of building hmd 
betwet'n 1919 and 1926. In most cases the land was purchased in the 
open market, but of this total 1;)1 hectares were acquired through 
compulsory purchast'.50 

.\ further ad,'antage of the sl'mimonopolistic control of building 
sites by IHunieipaliti('s is the opporhlllity which it affords for influ
eneing the extent of fluctuation in local building eycles. In times 
of inactirity it is ~ollletimt':-; pos.'iil,le to (,1l('Oll!'agP constructioll 
through the provision of building land 011 favorable t('rms. III 
times of great activity, whell oYl'ri>uildinl! is thrpateneu and prices 
arc rising, the city Illay withdraw its pr()pt'rt~· from the market and 
thm; tend to reduce the amount of new construction. 

'" Ibid .. :\\.;4-i. 



PART VII 

FAMILY REHABILITATION 

Bad housing is ill 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 ill 
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, it 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 tllP 
result of bad housekeeping by the tenants· anCI 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. Sueh families remain in squalid quarters either 
because of ignorance and apathy; because of the convenience of the 
location to places of employment1 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 rehtion 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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~:1~~1f~~$~ti£:::i19:f:Q;/J.f!~::llr;~~@;J;"eJ!qil!e !!1"e3r*1t ~eJ Nit U. Rill 
fII!. SQ!): ;l?al'ti ¥ :and ~Qte '.l1l. 
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The management of the Metropolitan Honsing Corporation recog .. 
nizes the importance of educating tenants to an appreciation of and 
a better llse of the facilities which are offered. It considers enli~ht
ened managemellt to be a prime requisite in the successful operation 
of its properties. The Odavia 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 colleded 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, ill 
addition to the estate office in the charge of the superintendent, a 
social center in charge of one or two skilled women social workers. 
Thi", building provides facilities for a II manner of social activity 
and is the center for YariOllS eclueatiollal effOlis designed to improV(' 
the li\'ing standards of tllP tcnallb. III addition. the matrons Illah 
visits to'ea('h family 011 tlw p",tatp alld arc at the disposal of any 
tt'naut. who eares to ask for a th-iee. TIll' rp,.,,,lt has heen a stealh 
increasp in the standards of cleanliness and in the geJleral soci!; I 
health of the majority of their tenants. 

Another fUllction of the matrons is to call OJl each new falllily 
applying for a house in order to inspect the conditions ull<ler which 
the family lives. 1£ these t'OlHlitions arc bad. the application is re
fused, and the tenant is nrged to improve his home up to a point 
where he will be acceptable. 

Another device for raising the stamlards in the company's estate", 
is the "ideal flat" which is set IIp on the propert~· and opened to 
inspection. This model flat is fllrnisheci tastefull~' on a standard 
which the tenants can afford in their mvn homes. The corporation 
does not sell furniture. hut the ideal flat forms a standard toward 
whieh many of the tenants are encouraged to work 

It may be said that the corporation has foullll its managelll{,lIt 
policies to be profitable. For '* years the corporation has earnpd a 
1:! percent diVIdend on its common stock and has paid an 8 pel'eent 
diyideml since its organization. Its operations are described more 
fully elsewhere (Part V). 

An interesting example of a pro<.:edurl' for the ",ocial rehabilita
t ion of special groups of families is fouud in Holland. In spypral 
('itil's slwcial arrangements have been made for the housing of "a· 
soeial" families. These families are fonnd among the nry lowest
income grollp 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 
disabilit,. 

In A~sterdam, two honsing Srllf'II1t'S have been developed for tlw 
.ql"",·egatioll of this kinel of family jn ordpr to prevl'nt thp spread 
o{its bad influl'uce. The selected families are placed in these hous
ing compounds on a temporary basis for the purpose c£ effecting a 
rehabilitation and making them into clean. dependable, and peaceable 
families. A great dpal of attention is given to educating the fam
ilies in the proper use of their facilities and in showng them the 
PITor 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 demonstrat~d 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 d~monstrated 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 public 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 ~irectly from the 
slums, the areas at the front are neatly ~ultIvated III 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. 

It 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. 

106333-37-5 



PART 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 admmistration 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.53 

Some of the earliest. surveys on record in England are those of 
local authorities who wished to measure the extent of residential 
bli/!,ht 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. III 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 it~ms relating to housing. These data cover such items 
as the number of dwellings classified by size, number of vacant 
dwellings by size, number ot 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. 54 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.55 

In connection with slum clearance and redevelopment schemes in 
English cities, it has been necessary to make detailed surveys of the 
~lreas 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. 

'S Jaenicke Albrecht, "Housing" Bruno Schwall. op. cit. note 2, pp. :lOl-2. 
M "Census' of England and Wales, 1931, Housing." His Majesty's Stationery Office, 

London, 1935 . 
.. "Report on the Overcrowding Survey in England and Wales, 1936." His Majesty's 

Stationery Office, London, 1936. 
56 
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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 vlIcancies in different rental 
groups, and the ratios of rent to income by income classes. Vacan
cies in municipal and cooperative dwellings are also recorded. These 
tabulations are all classified by size of city.56 

In addition to the census data, the Central Statistical Bureau 
collect; monthly reports from all municipalities covering construc
tion and demolition. Information is secure(1 on Humber 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 fads on construction are repOl'ted 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 rnfit HOlli;!':';. Demolitions to Make 
Room for New COllstruetioll. Dl:'creas{'s Through Remodeling, and 
Decreases Through Challge:-; in t'se. 

Current rl:'eords of housing cOllstrudioll and (1PlIlolitions arl:' main
tained in Germany.57 Relative to ("ollstn\t"tion of lIew lInits. data 
are reported showing the amount of eOllstruction by diffprent· agen
eies in major cities and in provinces; the size of units classified by 
type of structure, building agency, alld 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 industi-ies 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 overeI'owding is presented. showing 
number of persons classified by number of rooms occupied. 

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

.. "Volkstelling, 31 December 1930," Deel IV, Centrad Bureau voor de Statistiek, 
's Gravenhage, 1933, 

61 Deut8cher BatH'ereins 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, a~essed valuation of the 
land, land use, and encumbrances on the property. 

In Italy housing statistics are collect~d regularly in each principal 
city and published quarterly in summary form for the whole coun
try.58 Data on the following items relating to housing are presented: 
population changes; marriages; migratory movements of families; 
bl1ilding 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 ownership; 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 ~as, 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 a~d 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 cond'i
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 successful without continual con
tact with the situation in the housing market. Under certain condi
tions, G,overnment activity must be curtaiJed, 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 . 

.. "II Mercato EdiIizio", Federaziolle Naziollale Fascista, Roma, 
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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 III). 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 ,vas well adapted to the operation of the filtering up 
effect. 

The extent to which the housing conditions in the lower grades 
were improyed by this process is very difficult to determine. There 
are some indications that an improvement was made, but several 
conflicting forces were operatiYe. 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 2fi,OOO to 30,000 unfit houses were demolished, 
resulting in 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 mnst have been of consider
ahle effect in bettering liying 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 193V9 

The measures of overcrowding in terms of persons per room show a 
similar trend as indicated in the following table: 

TABU~ 19.-Pr;l'ate families in England, and Wales, 1921 and 1931, cla.~sified by 
persons per room 

Density (persons per room) 

Number of 
families (in 
thousands) 

Percentage 

1921 1931 1921 1931 

-----------------------------
TotaL__ _________________________________________________________ 8,739 10,233 100.0 100.0 

Dver 4 _______________________________________ . __ •. __ " _________________ '20 
I. _ _ _ _____ _ __ _ _ _ _ _ _ __ _ _ _ _ _ __ __ _ _ __ _ _ __ _ _ _ _ _ _ _ _ _ _ __ _ _ _ _ _ _ _ _ _ _ _ _ __ _ _ __ _ _ __ 33 
Under 4 and over 3 _______________ . _______ ._____________________________ 37 
3_ __ ____ __ __ __ __ _ _ _ _ _ __ _ _ __ __ _ _ _ _ _ _ __ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ __ _ _ _ _ __ __ __ ____ __ 120 
Under 3 and over 2Yf _________________ . __________ • ___________ . ___ .______ 53 
2Yf_ ___ _ _ _ ___ _ _ _ _ _ _ _ _ _ _ __ __ _ _ _ _ _ _ _ _ _ _ _ __ _ _ __ _ _ _ _ _ _ _ _ _ _ __ __ __ __ __ _ _ _ _ __ __ 99 
Under 2Yf and over 2 _________________ ._________________________________ 136 
2_ ___ _ _ _ _ _ _ _ _ _ _ _ _ _ __ _ _ __ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ __ ___ _ _ _ _ _ _ _ __ __ _ _ _ _ ___ 454 
Under 2 and over lYf _____________ . _____________________________ ._______ 471 
lYf_ _ _ _ _ _ __ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ __ __ _ _ _ _ _ _ __ _ _ __ _ _ 466 
Under lYf and over L__ __________________________________________ ______ 1,077 
1_______________________________________________________________________ 1,608 
Under 1 and over H-------------------------- . ___ . _________________ .___ 2,279 
)/0------ ______________ -_______ -_ --- _______ . ___ . _____ -- __ -_______ -_ -- -_ -- 787 
Under Yf--- ___________ • ___ __ __ ____ _ __ __ __ __ __ __ __ ______________________ 1,099 

24 .23 
32 .38 
29 .42 
98 1.37 
34 .61 
85 1. 13 
95 1.56 

395 5.2 
3g2 5.4 
462 5.3 

1,036 12.3 
1,896 18.4 
2, 988 26.1 
1,1OS 9.0 
1,569 12. 6 

.23 

.31 

.28 

.96 

.33 

.83 

.93 
3.9 
3.7 
4.5 

10.1 
18.6 
29.3 
10.8 
15.3 

Source: "Census of England and Wales, 1931-Housing", His Majesty's Stationery Office, London, 
1935, p. xxiii. 

,. "A National Housing Policy," R~port Ill' ~atlonul Hou"lng Committee. P. S. King & 
SOli. Ltd., London, 19:14, p. [ii. 



FILTERING UP 61 

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 1.12.60 This situation is 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.61 

These facts on occupancy point to the conclusion that the deficiency 
in housing accommodation had not been made up by 1930. This 
inference is 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 6.7.62 

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 in this category.63 

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 yalue 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.64 . 

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 

eo Ibid. 
01 Ibid., p. 55 . 
... "Census of England and Wales, 1931, Housing." Op. cit. note 54, ch. 3, p. xU . 
• s Ibid., p. xl . 
.. 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 appeared in certain of the value groups which was absorbed thro~J!h 
an upward movement, but which was not sufficient to otrset the great increase in famines 
In the lower groups. Thus the terminal cross·sectlon statistics on vacancy would not 
reftect this earlier movement . 

.. "A Policy for the Slums." Op. cit. note 23, p. 16 . 

.. Ibid., p. 15. 
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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) : 

TABLE 2O.-Dutrlbution of d1DeUing "nits in England and Wales, clas8if£ed 1>11 
rent, baaed on estimates as Of Sept. 30, 193~ 

Week)y rental 
Number Percent 

Outside Loudou London 

Total ____ • __________________________ -_._ .•••• -, ••• _ ••• _ •.•..•••.•••• -. "1 __ 11,_355_, 000_
1 
__ 1_00_. 0 

~ &han 11& 6d. ($2.65}._._ •• _ •• _ ••••• _ Less than His. 211. ($3.70). ••••••••••. 5,700. 000 60. \I 
lOll. 6d. to 2fs. ($2.56 to $6.90). ___ • ___ .__ 158. 2d. to 328. Id. ($3.70 to $7.85). __ • 2, 385, 000 25.5 
More &han 2fs. ($6.90) __________ ._. ____ • More than 329. Id. ($7.85) ___ • __ .____ 1,270,000 13.6 

NOTJ:.-Tbese rentals (including rates at lOs. In the pound) are the approximate equivalents orthe follow. 
lug ratable values: £13 (on In London) and £35 (£~ In London). Dwelllngs of ratable values over £78 
( £I~ In London) are not Included in tbls 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 lOs. 5d. ($2.55) (15s. 2d. ($3.70) in London}.88 

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 ill 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 circumstances. 

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 a8 class limits will vary 
in accordance 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 is 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 is 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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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 
p!aced 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. 



PART 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 housmg 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 
necepted as of equal effect with the social costs of sickness, illiteracy, 
unemployment, and poverty. 

ThIS view has gamed wide acceptance among all groups and in
terests, as is well illustrated 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 o?e 
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 betterment7 there is a tendency to confuse 
the costs directly chargeable to housmg 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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tive dwellings which, because of their physical relationship to other 
structures, were the cause of insanitary housing conditions. 

Because of the fact that unfit houses freguently 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 t.he e~isting but madequate 
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 t.he powers of local aut.horit.ies to establish and enforce 
bylaws relat.ive t.o t.he overcrowding of dwellings. In 1935 it became 
a palt of national policy t.o enforce such rest.rict.ions in all com
munities. The Overcrowding Act of 1935 made it illegal for either 
the landlord or t.he 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
st.andard 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 fact.ors 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 exploitat.ion of an unfit house is in,it.self 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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PART 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 III Stockholm centers III two cooperative housing societies 
familiarly known as the S. K. B. (Stockholms Kooperativa Bostads
forening) and the H. S. B. (Hyresgasternas Sparkasse-och Bygg
uadsforening) . 

The first was organized in 1916 and has built 1,785 dwelling units. 
The second, orgamzed 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.73 

Through decades of experience which reaches back as far as the 
1870's, the cooperative housing societies haye developed an experi
e.nce which is valuable not only from the point of view of their 
housing operations but also from that of the organization of coopera
tive effort. 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 
("ities 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 is 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 anel otherwise increasing the supervi
sionof 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 addition, 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 . 

.. Julin, Intendent Henning, a lecture given Aug. 8, 1936, In Stockholm. Housing 
Index·Dlgest of Central Housing Committee, Washington, Sept. I-Hi, 1936, pp. 261f. 
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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 industrv. 

Cooperative enterprise in ll'ations 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 Copenhag-en. 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. 

BAL. 

KIT. ROOM 
ROOM 

ROOM KIT. 

ENT. HAL 

FIGURE 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 thev 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 
stand ready to lend their assistance and support whenever 
needed. 



PART XII 

ORGANIZATION OF THE BUILDING INDUSTRY 

In no other country, apparently, does the speculative element play 
as important a part m 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 O'overnmental supervision and by 
public authorities without the pro~t 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 specula.tive 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 a 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 orgamzation 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-

. pancl ra.ther than for speculation. The American custom of pur
chasmg building lots or new houses to be held for a rise in prices IS 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-
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tice of purchasing large estates and of carrying through their de
velopment 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 30,000 houses. 

It is the custom for the large operative builders to purchase exten
sive tract.s 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. 

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 sUP'plies 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 ot.herwise 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 7Y2 to 
10 percent. 

As a result of large-scale land purchase and large-scale develop
ment, a low land cost per house is 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
plied on first mortgages at low rates, at the present time reported to 
be ranging from 4 to 4Y2 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 built. 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 dampl1EHs 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 wirin~ 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 

£ £ 8. d. 8. d. Purchase price. __________ 775 665 Weekly payments _________ 18 3 15 6 
Down paymenL ________ 80 70 Weekly taxes ______________ 5 1 5 1 
Mortgage-- ______________ 695 595 Ground rent ______________ -- -- 2 4 

Total weekly outlay_ 23 4 22 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 * * *.14 

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 beheved to be inimical both to the building indus
try and to the economic recovery of the country. When thIS crisis 
had passed, the objectives or 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-

•• "Year Book for 1936", Building Industries National Council, Fehruary 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 industry in England has been presented as essential to a true 
picture of the current building boom. Looking across the sea from a 
countr.y 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 hummin~ with construction 
activity, with the metropolis encircled with a wlde 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 perlphery. 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 experlIDenting with new 
buildin~ materials in order to prevent the shortage of bricklayers 
from hrndering their housing operations. 

To understand the present building boom it will be well to trace 
its develol?ment and to point out some of the factors which bear upon 
the situatlOn. 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 ill.) 
These dwellings were neither for the lowest-income groups, nor were 
they available to the middle and upper middle classes. By 1930 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 l·e
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 
houses, 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). 

'fABLE 21.-Hol/se cOll~truetion in relation to population, England, 1!126 to J[I.'J.), 
United States, 1920 to 1929 

Year 

1926 .• __ ........ ___ .. _ 
1927 ___________ .... ___ 
1928 ____________ •• ____ 
1929 _______________ .. _ 
1930 .. __ .... __________ 
193L .. _____ •• ___ .. ___ 
11132 .. ___ .. _______ .... 
1933_._ .. ____ .... _____ 
1934.. _____________ " __ 
1935 .. _______ ... _ .. ___ 

England 

Popula. . Dwelling 
tion 1 (in D!"ellmg units per 

tbou. umts con· 10,000 
sands) structed· ~r~a. 

Year 

United States 

Nonfarm Nonfarm Dwelling 
llOpuIa· d lling units per 

tIOn I (in ~e 10 000 umts con- ' tbou· structed' popula· 
sands) tion 

---1-------1--- ------
39,067 217,629 55.7 1920 .. _____ .. ______ 74,352 203,500 27.4 
39,290 238,914 60.8 1921 _____ ...... ____ 76,134 414,100 M .• 
39,482 169,532 42.9 1922 __ .... _________ 77,916 694,800 89.2 
39,607 202,060 51.0 1923_ .. ___ .. __ .. ___ 79,698 856,300 107.4 
39,806 183,807 46.2 1924 .. __ ...... _____ 81,480 877,400 107.7 
39.988 :axl,812 50.2 1925 .. _______ .. ____ 83. 262 933,500 112.1 
40,201 200,496 49.9 1926 __ .... _________ 85,044 877,400 103.2 
40,350 266,622 66.1 

1927 _______________ 
86,826 835,200 96.2 

40,467 327,517 80.9 1928 __ .. ___________ 
88,608 758,000 85.6 

40,645 323, 926 79.7 1929 __ .. ____ .. _____ 90,390 505,300 55"9 

I Total popuIatfon. 
• Based on bouses of £78 ratable value or less (£105 in London area). Houses of bigber value are numer

ically unimportant. Construction in rural areas cannot be separated but probably does not constitute a 
significant proportion of tbe total. 

I Nonfarm popuIation prorated by years as of Ian.!. Census of popuIation for 1920 and 1930 . 
• Nonfarm dwelling umts 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 Deen accepted as 
hygienically and socially adequate. Home ownership became more 
and more popular through one of those infectious and relentless 
trends of fasnion 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 
XIII.) 

There 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 inerease of the previous censal period.15 

GROWTH OF SETTLED AREAS 

1800 _ 1850 - 1914 ~ 

1800 - 1850 _ 1914 - 1936 § 

CHART IlL-GROWTH OF SETTLED AREAS IX THE LONDO", 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 . 

.,. "Census of England and Waif'S, 1931, Housing." OP. cit. note 54, pp. xiv and xviii. 
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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 III) 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 
use of the automobile. This last item is shown by the following 
table: 

TABLH 22.-Number Of oars liCensed. in Great Britain, 1926 to 1935, and number 
of new-oar sales, 1931 to 1935 

Cars Cars 
Year 

(quarter ended Aug. 31) 
(taxed on Newo{l8l" 

horse· sales 
power) 

Year 
(quarter ended Aug. 31) 

(taxed on New-car 
horse- sales 

power) 

11126......................... 676, 'Jf.r1 .••.••..•.. 1931......................... 1,076, 128 1311,403 
11127 •••••.•••••.•.•••. · ••.• ·. 778,056 ..• " """ 1932......................... 1,118, 621 162, 950 
1928 •••••••.•••••••••• •••·••· 877,277 •••.•••••.. 1933 ••••• _................... 1,195, 882 183, OliO 
11129 •••••• __ •.••••••• ..•.••.• 970. 275 •• _ •• _ •. _._ I11M ••••.•••.••.•• _.......... 1, 298, 440 226, Gal 
1930 •••••••••••.• _ .•• _· •..• ·• 1,042,258 .• _ •••••••• 1935._ •.••••••••••.•• _ ••. _... 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". 1930-36, 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 ~r
cent in 1930 to 4Y2 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.76 

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 J?ower. 

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 S~teenfh Annual Reports Of the Ministry of Health, 19rs to 19S$. 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 eHective 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 
discharge. 

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.77 

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. 

NeIther 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 trJ?8s of property there is a tendency for rents to 
soften. The opimon 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. Apparentlr, 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-modem 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 

.., SUIdn, Mr. Lewis. M. P., chalrman of the London County Counell Housing Committee 
as reported in the "News Chronicle" (London), July 9, 1936. The Minister of Health, Sir 
KiDg1!ley Wood, also emphll81zed the need for the elimination of the :lerry-bullder in a 
BpeIiCh before the Honse of Commons, July 16, 1936. (Reported in the "Telegraph" (Shef
field) July 17, 1936.) 
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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 bmlga
lows or "estates" on the installment plan ("hire-purchase plan", in 
England). 

It 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 £295 ($1,443) leasehold, or £395 ($1,932) freehold. 

If this sort of appeal occurs in the advertisin~, it is 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 
opimon indicates that the decline has already set in. 

The Building Industry Survev of the Building Industries Na
tional Council for June i936, says: 

Official figures * * * show that the number of houses built in England 
and Wales during the year ended March 31, ]936, 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 wiII COlllmence, 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. 



PART XIII 

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. 
~'urthermore, the confrol 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).78 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.79 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
gage ~sets.80 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 1!136, p. 59. 
ft The Economillt, "Building SOcieties Special Survey", Apr. 11, 1936, pp. 14-15. 
"Ibid. 
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scribes to an endowment policy whose maturity date is the samp 
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 ellllowment polie~' 
are used for this purpose. 

J.unior financing is not common in England, particularly for new 
construction. This is the result of the high proportion of the yalue 
of the property which play 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 81 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 cau~e to be gin'n to tll€' mortgagor or left at tlil' 
mortgagor's usual or last-known place of abode in England or upon allY part 
of the mortgaged propert~· 6 months' previous notice in writing, under the haml 
of an officer of the societ~· authorized in that behalf, requiring payment of tht> 
rel'emption money, he will pay such money forthwith upon the expiration of 
such notice. 

In many cases no specific pro\-ision is inserted in the mortgage. .A 
representative of one of the largest societies makes the follo,,-ing 
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 
Btatute he can call it in at any time hy 3 months' notice. It is. howe\-er, occa
>.ionalI~· provided in a 1lI0rtga;!e that tlie mortgagee shall giYe G months' notice 
before calling in.' -

In recent years, b"cause of the generullow level of interest rate,.., it 
has become increasingly customary for lenders to insert a clause ill 
the mortgages providing for an interest rate which fluctuates in pro
portion to the Bank of England interest rate. .A typical clause i;;; a" 
follows: 

And also that, if at any time or times during the continuance of this security. 
hank rate shall be in excess of 3~1:? percent (Jer 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 ill 
the price of investment funds. The effect of the call provision is to 
offset to a degree the advantages to the borrower of long-tenn bor
rowing, since in time of financial stress he may be required to pay 
off his debt when he is least able to do so. . 

"1:; Goo. Y. eh. 20. 

1()6333~~7~~7 
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In Holland 8~ first~m(lrtgage money lsprovided by private mort~ 
~age banks specializing in . this field. There are . 48 institutions of 
this twa, the majority of whi~h were ,established befot~ 19ott83 

These Institutions. secure funds through the saleo!; debentutebonds, 
"'ith ,a. dJ.'fi'erence of about three~fo:urths of 1 percent between the 
jnteres't rllte on the bonds and the mbrtgage interest rate. . The loanf; 
are usually made for a lO~year term .. '" r. enewa.b. 1. e )IP. 0.:. 11.,' re.li. p. pra. isll.l of 
the pr.operty. The proportion pf the loan to the ' 'calue of the ptop .. 
t'rty flll1ges /1'o1'n60 to 70 percent, and the .interest rate from 5 to 5% 
pereent. Tbe ainorti?:atiOIl rate is 1 to 2 percent per' year. 

FIGUBE 1l6.~l\l.ODERN FL.{TS: IN STOCKJ;l(}Qt 

·('flle><,. I!!'" Vl)I('~l {iet tll~ killinI'M" ·(~f I'o(lperaitve lmd' lInilte!l-'dlrt!lMU CtO,UlPIlI)Y !lats fit 
Sw~dE'l!. Notl' the individual balconies . 

.an interesting >feqhtte gf. theoperlltions of .one fi.rst"m:()rtg~\ge 
c.?mpallY is. thetre>atment pf J?tecIbsed ,properties. These prop,IlI:
ti('S are turned over to II subSIdiary co,nlp3ny at tlie cost bfilcqUUH
,tim} •. The suhsidiary then disp"oses Qf the I?r?1?ert~es if co~ditions 
Rre ]'lght,.orro4nages them untIl:a. more proplbQustune for ~hsp()s,al. 

Second~m().rtgllge money' is. se~uredfrolfi .institutions specializing 
tn this type of lending,and the ini;el,'est tate bas been ifitheneighbor~ 
hood (If 6, to r p.ercl'!nt. At the period 'of wsorg@iz(),ti<t>nin·the mort-
jg~. e> w ... e market .. f.o .•.. llO)'V.i .ng .•. t.h ... e. 'Wa.· .. r, t .. l.~le Statefouud i.tp.ecessart t~ p. it.o
Ylue second-mortgage mon~y by dire'ctioansto builders. These loans 
\Vere issued up to 20 percent of the buflaingcbst and IWererepayable 
in 10 years. .. T.he rate of interest 'WlJ,S \progres~vely tedu:eed frDIil, 6, 
perceut @til it reached 4.75 percent in 1927. Only .1I. ~~U amount 

.; 800 1t.\'an tier Kali, . op cit. not!!' '4, pp, 9'2-96:n. Va~ \letKili!- "}fI)i:llling ill tIoHand 
Under the lIouBing i!\ct"; H !)uBing Policy in Evrope, 0P> cit, note 41, pp. 104-09. 

B3JaarboekJe llfl,1/i 11.e 'Ver~f1nwin(/ VINfPwect~Ut'lIn ~'(Jtl, Hllpotheekbanken. 22nlli ollUUtll 
number, 1936. 
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has been loa lied by the State. but the exi"telH'e of tlli,.. ,..Olll'ee of fUlld" 
has been an eifl'ctiw contl'ol 011 pl'inlte lending . 

..-\ rom-idel"able amount of hOll"ing ("oIl"tnl{"tioll i,.. done by limited
di"idend corporations and (·oojwratiw" in Hollalld. Fund" for these 
operation,.; are often secured from the ("ollllllunitip". In other ca"e,
loan" are made by sayings institutions or by tIll' "('H'l"al soeial-in,-ul"
ancl' funds controlled by the ~tate. ~Iany of the"e loans are made 
under Il1llllieipal gUllralitees. . 

In Denlllark" a peculiar type of leIHling in"titlltion ha;;; grown lip 
and has been adopted ill otlwr &'andinayian t"oIUltrie". First-mort
gage lllOney i" "upplied lly "o-called credit "oeieties. These are Illll

tllal organ"izations and prO\'ide for the pooling of the eredit of a 
group of horrower". .An indi \'idual or housing "ociety whieh wi"he" 
to ."ecllre filA-lllortgage 1I101H:'y i" rpquired to join the crpdit society 
and to put up its property as seemity for the money which it wishes 
to bO\To\\". The {"rE'<iit "(lei,·ty i","lles debenture bond" based UpOll the 
pool of nellit to it:-; lllembE'r". In"tearl of reeeiying ('a"h a" the pro
('('ed" of the loan. the borro\\'er rpeei,'e,.. credit ,..ociety debentures 
who"e total face yaille i" approximatp]y equal to the face yahif' of 
t he mortgage. To secure the nece";';ary cash the borrower thpn mar
ker" these bonds 011 the open market at the current rate. 

Thi" "allle type of organization exist,; in the spcond-lHortgagp field 
a" "'PlI and i" eaIled a Illortgage :"ociety. 

The debentures of the fir"t-mortgag~ soeiptie" ('HITY a coupon ratt' 
of -! to -!ljz perc-ent interest and are eurrently quoted at a priee ,yhich 
makes the yield about -!.7:-; 1J('J"(·ent. The second-mortgage organiza
tions i,,:"lIP :"pcllritips at -!1!~ to .") percent interest which sell at prices 
"hidl yield ;UO lwreent. 

In X 01" \Yay '5 the (Terlit a":"oeiation,, make fir"t'JlIOI'tgage loan" at 
,tI/;.? percent interest. The annllal debt sen-ice payment is the sum of 
the intprest eharge on tIl(' face yaille of the loan. an additional chargE' 
of 0.2 ppreE'nt for administration. and an annllal amortization re
qllirement of o.;~ percent of thp face ,·alue. For Illlbonry hou"es the 
IeI'm of the loan is 6211.> Years. hilt for frame hOlbes it is reduced to 
.-):2 years amI tIl(> amo{·tization requirement increased to 0.5 percent. 

The debenture bonds ealTy an intere4 rate of -!~~ percent and are 
('\ll"rently selling at 97. Loan" are made up to GO pereent of the ndlle 
of the property~ but the aY('rage loan ranges frol\1 -!;) to 50 percent. 
"\t the time of making the loan a bonus of :2 percent of the face yalue 
is charged. This is kept as a deposit and repaid without interest 
when the loan is finally retired. The largest credit association in 
Xor\Yay operates in all the important cities of the countr~' through 
1 ll'aneh offices. 

Second-mortgage as:"oeiations haY(' not been particularly successful 
in Xonnl~' because of the (lifficulty in marketing their securities. At 
the present time legislation is being considered for the establisllluent 
of a ~tate seeond-Illortgagp in"titution. 

Other lenders in Xor\Yay are the sayings banks and the insurance 
(·t)lllpanie". The"e in"titlltioll" lpnd for :"horter terlll", in most ("asps 

"I ~t-'f-I ('ohf"n. JOSf'l2h L .. 0{l. dr. Ilqt~ .i. pp. l!JO--l; and 1:oldst:"u. F. (', "Ilollsing," ~l'.' 
Bruno ~("hwan. op. ('It. note :!. pp. 10H-I0~. 

~.', ~ .. !:: Colwn __ :!(H;e.p.h L .. oJ). d.t. not .. :.. p'). lnl-1fl:!: IlolI.·dng Polil'1I in Ellropr. oJ). cit. 
p~~t(' 4 •. pp. ,1.) .. -~H)_: h!.'ernaf101lal ~lIrrf.ll of .~o(';al "'\('rrjce~. lY.JJ. op. cit. not{' :~: and 
hH)lantl .. 1. (,. '~oJ"wa.y. 8('p Bruno Sdlwan. op. dt. not~ :::!. pp. ~~O-~S:L 
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with a proyision 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 nOll
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 
gallery. 

A life-insurance company 86 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 4% 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 yalue 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 4% 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 X orway 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 ordmarily required in connection WIth these loans. The 
interest rate yaries from 4 to 4% 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 87 is the Credit Foncier, which has the exclusi'-e 
right to issue real-estate bonds. Insurance companies are another 
source of mortgage money. Under laws designed to encourage the 
('onstruction of cheap and moderate-priced honsing, the State lends 
directly or authorizes this type of lending by savings bank;; and 
certain semipublic institutions. There is, of course, an uncalculated 
amount of credit extended by private individuals on real-estate 
security. 

Since its founcling~ in 1852, the Credit Foncier has had a legal 
monopoly in the issue of mortgage bomls. In return for this priyi
lege the State exercises a close control over the operations of the 
mortgage bank so that it is, in effecL a governmental institution. 

The Credit 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 in\'e'itcd in 
readily shiftable securities. The maximum bond issue is fixed at 50 
times the nominal capital. On December 31, 1935, the total of the 

.. I,lun. a Iifc-insurance company closely r~lated to Christiania Almindelige For~ikrillg~
Aktil'selskap (Storebralld). 

81 S"" Colwn . .TMPnh L. op. cit .. pote :; ]In. 1:',-Hi4: Hou8inq Policy in Europe. op. cit., 
note 47, pp. ~O:;-:.!:.!l: and htt(nwtiolllll :':Iu-rcy oj Social Serr:·ccs. 1933, op. tit .. lInte 
3, pp. 30:1-:10() 
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bond issues outstanding was (L244:992~700 francs ($290,548:28;")) in 
mortgage bonds, 262,820,000 francs ($12,227,701) in maritime bonds, 
and 10,824,615,350 francs ($503,615.229) in communal bonds. 88 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
teresLS

9 The Credit 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 
'3ubject to depreciation. Short-term loans are also made. The rate 
of interest on mortgage loans on December 31, 1935, was 8.05 per
cent.90 

Loans to cities and other political subdivisions are usually for 
terms of 30 years. Since the war this type of loan has surpassed 
in 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. 

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 Credit Foncier may make advances. Upon 
the completion of the structure, the mortgage is transferred to the 
Credit 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 supplieu by the State to the credit 
societies was fixed at 2 percent in 1922, but was reYised 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 2% percent if the loan is to a housing society, and up to 
3% percent for loans to private individuals. The advance may be 
np 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 CrMit Fonder de France-Exercise Hl3;; .. ' Imprimerie et Li. 
br~~I~ilaul Dupont, Paris, 19;;(i. Appendix 4. 

,,' Ibid, p. 7. 
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(Loi Loueheur) wa" designed to eneourage the ('onstruetion of lllod
erate-prieed houses, l1l1l1 provided that loans might be a<lvalleed uy 
the State to building and eredit soeieties at not more than 4 pen'ellt 
interest and for a term lip to 40 years. The amount to be advanced 
is limited to 40 pereent of the appraised value of the mortgagell 
properties. Xo paYlllent for the retirement of such advances is I'{'

quire<1 within the first 20 years. 
III lHhlition to ndvances by the State to bllilding and credit "ocie

ties to encourage the construction of cheap housing. departments and 
local authorities are empowered to make a<1vnnces. Such loans lIlay 
Pe up to two-thirds of the share capital of the soeiety. It i" also 
possible for similnr loans to be made by savings banks. hospitals. 01' 

other semipublic institutions. These organizations may lend lip to 
one-half of their assets for this purpose. Little use of this power 
has been made except by savings banks. whieh before 1928 had in
vested 44.:370,000 franes ($2.064,314) in (·heap housing and in bath
house and gardening societies. 

There are three major sourees of first-mortgage money in Ger
many,91 mortgage banks. savings hanks. and insurance companies. 
Mortgage banks are of two general cIa,.ses. the private stoek COIll

panies and tlw publie or eooperatiYe banks. The private banks are 
operated for profit. while the eooperatiws are nonprofit makin~. 

Mortgage bank funds are obtained through the issue of mortgagl' 
bonds secure(l primarily by the mortgages held by the banks. Speeial 
reserYe funds are often required, and in some instances a special guar
antee fund is built up from p!l-yments by borrowers from the bank. 
The guarantee of the State and the IWl'sonal liability of members of 
the bank eon!'titute additional seeuritv for the bonds. 

In generaL the total of all mortgage bonds outstanding must not 
exceed the face "alue of outstanding mortgages of the hank. Theil' 
total amount llIay not exceed 20 times the- capital of the bank plus 
reserves. A SUITe" of 22 banks revealed that the total bond issues 
varied from 7.5 to '17 times the capital of the banks, a,-eraging 12. 

The cooperati"e 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 proeedure facilitated the 
disposition of the bonds and tended toward making the bonds of 
various banks uniform in vallie. Since the war, private stock eOIll
Danies haw eonsolidated their issues in order to increase theil' sal
ability. By such organization the bonds of each member are baeked 
bv the credit of the whole system . 
. Loans by mortgage banks may not exeeed 60 percent of the value 

establishe(l 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 eonstruction from 1924 to 1930. 

" S,'p Cohpll .. l,,<pph L .. op. cit .. not .. ;;. Pl'. 142-;;6: Housing Policy in Europe, OJl. cit.. 
note 4;. PI'. 3;J\-U:3; Fleischmann. Juliu,. op. cit .. Ilote 19. 
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TABLE ::'::'-Perr-I'///I/!/I' d;.~/r;bll/;o// ot alii/ /IJ/II/ n//lo/l11/ f)f I//f)r/YIIYI' /01/11 .• ,,/I 

,,"/1' l·f)I1 .• /rlldioll //Indr II!I 1'''1';1111" 111f('11I';1.' ;11 (;rl'lllllll!l. 11/2.) to HI.J(I 

I.f-nd inJ! (\j!('n('~ 

.\-Iortgage banks _______ . 
Public credit agencies. 
faVingS banks ____ .'' __ __ 
nsurance com pan les _________ _ 

Total loans (in millions of R ~I) 

,--
i 

i lY24 
! 
I 

JY:!5 1926 

, 20.5 2..1. S 21. 6 
I 9.6 I 15.8 13.8 

} 69 9 ! "8' { .\().9 - ~ .!,J ."t 13.7 
S3: 240 I 601 

1'\OTE.-Current rate of exchange for the German mark, $0.4021. 
Source: Der Diu/soht Wohnungsbau, 1931. p. 14. 

Year:' 

1927 1928 I 1929 I 1930 

22. 4 25.:1 21. 6 i 34.9 
II. 4 18. 7 10. 2 . lfi.'; 
.\3. .. 42.7 45.8 ! 24. J 
12.5: 13.3 

1.080 I 1,000 
22.4 I 24.2 

1.2.\() : I, 2Ul--l. 2~0 

State supen-isioll of mortgage banks i,. maintained through a 
trw-Jee who is attached to each bank. He n,\,iew,. all appraisals, and 
acts a."; sole trustee of all mortgages given to the bank. 

The mortgage loans of public ~a\'ings banks, which were formerly 
the most important source of mortgage money~ are less subject to 
gowl'Ilmental sUIwn-ision than those of mortgage banks. and they 
haw a wider choice of legal in\'e~tmenb. TIl(> funds for lending 
are obtained through the deposit of sa\'ings by small investors. 
This source is not so sensitive to fluctuation .. .;; in the general money 
market as the sale of mortgage bank bond:". and the activity of ~u('h 
ageneies is therefore less liable to be cmtailed than that of mortgagp 
banks in periods of high interest rates. 

In~urance companie>; eonstitute the third major source of mort" 
gage money. Before the war. about 92 percent of all insuranc(' 
money available for lending came from life-insurance companies. 

Second-mortgage money is obtained from pri\"ate ~ources or froJll 
the Government. Since the re\"alorization of the mark after the war, 
a rent tax on houses has been collected. From the proceeds of this 
tax~ funds have been malle a \'ailable 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 year amortization after the fir~t 5 year!". 
Such loans are available for new construction only. 

Nowhere in the European mortgage markets is found the preci~e 
device of mortgage in.surance in the form pro\-ided 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 e.state.92 

In this case mortgage insurance is written on both first mortgage" 
and junior liens where the total indebtedness on the property range..;; 
from 60 to 80 percent of the value. The premium rate i~ 1 percent 
of the outstanding balance of the loan in ordinarv casef. "'here the 
debt ~s greater. than flO percent of the value of the property. a higher 
premIUm rate IS charged. from 11/2 to 2 percent. Construction loans 
are insured up to a I-year period. at a premium of IV, percent. 
Premiums are paid by the mortgagor. -

If the interest or principal due to the mortgaO'ee is not paid 
within 1 month after it is due, the holder of thel"'mortgage must 

e2 Christiania Almindt'lh:e For!-'ikrings--Aktif'~f"l~kRp I ~tor('hrnn(l) I (,hriRtinnia (~t'nf'1 a 1 
Insurance Co .. Storphran!l I. 
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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 yalue of the property rather 
t han 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 
in excess of the normal proportion of yalue. Thus where it is the 
custom for building societies to lend up to 75 percent of the value 
of residential property, an excess adyance of 15 percent may be Se
cured from this same source in connection with a policy written to 
cover the risk invoh'ed in the excess advance. The premium charge 
101' this policy is ordinarily 10 percent, payable at the time the mort
gage is written. This amount is added to the face value of the loan 
and repaid oYer 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 utilitv 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 
t he 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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n-C;UIlJll ~7.--'$tENES IS cOr.ORt.\L vn.u;GF;. WASaj:~GTON, D. c. 

A larg~-scalebo\lsiilg pr'oject developed by It l1mlteil-dlvldend cQ'fpor4t1()n under the 'INIAc 
plnn. 
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nH'nts. finding- it lIlorp pffpeti,'p to dpal with eadt t'a~l' Oil its lIll'rirs 
and to neg-otiatp for improWllwllt of ,..tandards wheIH'H'r feasilJlp. 
This practicp makp,.. for maximum ftpxibility ill stalldard~ and a"oids 
thl' lleed for making- ('onstant <'xt'PptiollS to l',.;talJli,.;\tpd and ,..tated 
requirements, 

In order to slimmal'ize thp gPlll'ral point~ of ditl'el'elltiatioll betwt'l'1l 
the European mortg-age sy,..tPIll and that ill America. the following 
distinguishing- fpatures of tIlt' foreign situation lIlay lll' listed: 

1. A higher (legrep of institutional speeializatiOlI. TlIp })\'P
dominating mortgage Ipllding agPllcie,.; deal pxelusi,'ely in rl'al
l',.;tate loan,... 

2. Terms of real-estate ll'llding mort> fann'able to till' bol'
rOWl'r. In most countril's mortgage loans carry a low rate of 
intel'esC a high ratio of loan to "alue. a long term of years~ and 
pro"ision for regular amortization. 

:1. A more general use of the mortgage bond, 
4. "'ider gowrnnwntal participation in the mortgage market. 



PART XI\, 

APPLICATIONS IN AMERICA 

It is sometimes carelessly assumerl by on'renthusiastic ooserwrs 
that the "arious methods ailll dHices whieh have been successful in 
Europe Illay be applied directly to the housing problems which exist 
in America. It can easilv be demonstratetl. howewr. that the success 
of a giwn deyice in England. for installee. does not~ per se, demon
strate its usefulness in this eountn. In mo.-;t cases. individual 
methods or policies are hut a part of a eomprehensin' alld correlated 
program of remedial aetion. 

The several components of the hOllsing policy of any nation are 
refleetions of peculiar eircumstances gi"ing rise to need for remedy. 
They likewise refleet the various institutions which haw grown up to 
perform special functions. as well as the social and political tradi
tions of the people. In Seandinayian countries. much of the housing 
legislation has related to the acti"ities of limited-di"idend corpora
tions and cooperatiw 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 eharacteristics of the people and 
in part a matter of chance dewlopments. The different situation in 
America is illustrated by the fact that only in recent years haye 
limited-dividend housing corporations and cooperatiw housing 
societies become of eyen small importanef'. 

In most countries there is a much wider acceptance of the inter
vention of gowrnment. in all forms of economic activity than has 
been the case in America. An extremf' example is found in the city 
of Yienna. where the Socialist administration followed a policy of 
providing housing for the working classes at a purely nominal rent. 
This was accomplIshed by means of heavy progressiw taxes levied on 
a yariety of goods but particularly on luxuries and pay rolls. It 
was accompanied also by very rigid rf'nt restrictions and a tax on 
dwellings, from which approximately one-third of its funds for' 
building was raised. 

In England. in connection with slum clearanee operations, unfit 
houses may be compulsorily acquired by the local authority upon 
payment of only the site yalue of the property. with no compensation 
for the improvements. This procedure frequently results in seriou!O 
hardship to property owners who haw been seeuring a substantial 
rent from property in clearance areas. It is safe to say that tl1(' 
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 whieh would limit the effectiveness of 
lllany European housing policies in America lies in the relationships 
between the Central GOYernment and the munieipalities. 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, European cities typically receive all powers from the 
central government. All their activitJes 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 Centrl\l 
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; 
hut 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.93 

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-

r3 For instance in 1 !l26, 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 
occupancy: 

OWller·occupied dwellings in citie8 Ol'er ZO.O()l) inhabitants in Italy, 19.11 

Owner occupied 

Number Percent 
Cities by population : Total dwell· _---

I, ing units 

100,000 and over __ __ 
ro,ooo to 99,999. _____ __ 
20,000 to 49,999 ________ . 
All cities over 20,000 .... 

I 1,567,137 262. 812 16. ~ ::1 594,997 173,017 29.1 
-- ! 1,100,337 430,795 39.2 

--------- 3,262,471 866, 624 26.6 

Source: "Report sur Les Habitations Populaires et Economiques in Italie," League or Nations, Geneva 
1936, p. 72. 
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aderist ie slum conditions are found in the "hofjps ". sllIall single
family (hH·Ilings crowded togpthpr in a disorderly grouping and 
Hl,(,pssiblp froIll t he main strppts on I y through tortuous alleys and 
dark passageways. Obyiously, special conditions require measures 
of special design, and adaptations can he effeC'tiw only with proppr 
modifications and adjustments to mppt the lIe\\' eir("umstanees. 

It is not intendpcl to imply that European experience is yalueless 
in guiding the forlllulation of housing poliey in this cOlllltl'y, 011 
the eontrary, there is much of direet ndue. Thp widesprpad eolIec
tion and utilization of housing statisties in nparly all of the European 
nations suggests that thpse are essentials of a sound housing program. 
In America the collt'etioll of housing statisti('s is only just bt'ing 
l'('cognizpd as pssential to both public and pri\'at.e acti\'itips in this 
tirld. Present data an' sl'attl'rrd alHl inallequate, and al'l' colleeted 
partly I)~' pri\'ate agl'neip" and partl~' by publie authorities. Tlwl'e 
is littll' standanlizatio]l OJ' ('oonlination in.tIll' recording of informa
tion so that sUll1ll1arie:-< and ('oJllpal'iSolh arp diffi('ult. The pre:-<ent 
lack of lHlpqllatl' statistics of housing i" a st'riolls halldicap to the 
"ucces"ful admillistration of allY public progrllm in thi" fipld. 

Thert' llI'p sewral basic principle" \yhich J\lay })(' drawn from Eng
li~h pXjwripnC'f' in dealing with problems of J'pc;idpntial bli~ht. In the 
tirst plllel', it ha,.: bppn delllollstratpd that a sub"tantial lHhallee can 
\)(' lllatle, although it is 1lot tl'll(> that foreign nlPth()(ls lIlay bp npplipd 
unchanged uncleI' ('ol\(litiolls obtaining in .\J\lt'rica. It apppars, tur
thprmoJ'p, that tIll' ~J'patpst progr!:'"s i" posc;ihll' lIIhlpr a national 
)Joli('y of illt{'gratpd attaek through a Y!nipty of dp\'iee:-<, each appro
jlriate to a particular llIanift'"tation of substandard housing. The pro
gTHm must he f/!:'xiblp. ul\(lpr ('ollqJPtpnt It'a<lership, and administt'rpd 
through local ehannpls. Both the inepnti \.!:' for al't101l and the pro
\'isioll of tt'chnical :ls:-<istal}('p arp brst jJro\'ir1!:'d by the (,t'ntral gO\'PI'Il
mpnt. It has hppn delllOnstratpd that tIl\' passage of legislation an(l 
the sptting u]> of llIaehinrry is futilp 1I1llrss the program has tlw 
support of an informed public opinion. 

)IaIlY of tlw mistakes which an' appnrPllt fro))] a stlHly of tlIP 
p,'olation of European policy may be a\'oidpd in this cOllntry. )Iany 
of the sam!:' problems found in Eul'opp !:'xist in somewhat "ariel! 
form in this country and \yill require rpllledil's similar to those 
\\'hieh haw bepn employed abroad. "~ith the long history of. Ellro
pehn experipllcP a,-ailable for analysis, it should })(' possible for the 
rnited States to dewlop a more comprehensiw and effectiw program 
than any Europt'an nation possessed ill its early attacks upon housin~ 
problems. 

The pXlWJ'it'!l('p of all EUl'Oppan cOlllltrips should be carefully 
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 \yillespread system of mu
nicipal guarantees, .d others from among the sound aIHl tt'sted 
measures as the components of a comprellPnsiw policy whieh, in a 
short pt'J'iod, might make morp significant a(h-anet's than ha ye yet 
been madp in any nation abroad. 

It is not necessary for this country to restrict its efforts in iIll
proying housing ('olHlitiolls to the sanlP pattpl'lls which haw hepll 
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utilized ill EIII'Ol'l'. OtIIPl' dl""iep,.., Illay hp pyoln'd a,..; rdillPlIlPnt,..; of 
Elll'Opean nIPt hod,..;, OJ" ellt ire Iy IlPW pJ"oeedllre,..; (lew IOllNI to IIIeet the 
,..;ppcial cOlHlitions herp, 

~ FI'OIll tlIP long- history of hOIl,;illg' policy ill Ellrope, its mistake,..; 
alld its aecomplishnlPllh, IIIay hp derin·d general jlrineiples and 
adaptations of method which Illig-ht fOJ"lIl tlIP ha,;is of a comprehen
;;i,'e program for this ('ollntl'Y, and which mig-ht ';1I('cped in shortell
illg- tlIP jlprio<\ of pXjlPl'iIllelltation whieh lI:''IIally H('('oIllpanip,; tIll' 
P\'Ollltioll of H ,;olllHl 1l1l(1 ptf'pdin' ,;(wial polie,\". 
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