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I nt roduction
1. At its fifty-sixth session, the Commttee on Human Settl enents,
endorsed the report of the Sem nar on Renewal and Modernization of Human
Settlenments: Strategies for Policy Inplementation held in Vienna in 1994. It

decided to continue work on these issues and to establish a task force to
work out strategies for the inplenentation of urban renewal and housi ng
nmoder ni zation policies and to carry out case studies.

2. Four case studies on urban renewal and housi ng noderni zati on have been
carried out: Vienna (ECE HBP/106), Bratislava (ECE/ HBP/ 112), Budapest and

Lj ubljana (both to be finalized). The Task Force held hearings with
representatives fromboth the public and the private sector who are invol ved
in applying urban renewal policies. It also took part in study visits to
housi ng and renewal projects to better understand the | ocal conditions and
the players in the process. It based its conclusions and reconmendati ons on
the information received fromexperts and at the hearings. The concl usions
and recomendati ons were included in the case studies and presented to the
nati onal governnents.

3. The Committee al so decided, at its fifty-ninth session, to conclude its
wor k on case studies and requested its Task Force on Urban Renewal and
Housi ng Moderni zation to prepare a discussion paper to wap up the experience
on the four case studies. The Committee al so envisaged to organi ze a workshop
in the year 2000 with the participation of other actors involved in the
housi ng sector, such as local authorities, the private sector and the

busi ness community, to discuss the inplenentation of renewal policies and
their impact on the ECE countries. This paper could serve as a background
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paper for the workshop, once the Cormittee has discussed it and agreed on its
contents at its sixtieth session

4, Thi s paper anal yses the cases of Bratislava, Budapest and Ljubljana.
Each represents a very different nodel of a central European city in
transition froma planned econony into nmarket society. All faced politica
and econom ¢ upheaval s that also affected the conditions for urban renewal .
Vi enna (under tight public control) represents one version of urban renewa
in western Europe. Although there are several other nodels, ranging from
even stronger public regulation at the local |level to nmuch | ess power given
to the public authority, the Comrmittee agreed to concentrate on exanples in
countries in transition.

5. For this paper the Task Force has al so taken stock of the outcone of
past wor kshops on urban renewal and housi ng noderni zati on. Despite the
differences, the case studies followed an established outline as reflected in
the Strategies to Inplenment Human Settlenments Policies on U ban Renewal and
Housi ng Moderni zation (ECE/ HBP/ 97) to nake them easier to conpare

6. Many of the issues the Task Force anal ysed occur in all cases. Ohers
are nore typical for countries in transitions. This paper concentrates on
those topics that the Task Force found to be the nost inportant in the
context of the four case studies, and crucial for a successful urban renewa
and housi ng noderni zation policy, both at a national and a | ocal |evel:

- The probl ens of urban renewal ;

- The | egislative and institutional frameworks for urban renewal at

central and |ocal |evels;
- The (public and private) financing of housing renewal;
- The influence of residents on urban renewal .

7. Del egations are invited to di scuss the paper and comrent on it. They
may al so wi sh to organi ze a workshop on urban renewal and housing
nmoder ni zati on towards spring 2000. The Committee may wi sh to decide that,
once approved, this paper could serve as a background paper for the workshop
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l. PROBLEMATI C AREAS AND FORMS OF TENURE

8. Al'l properties deteriorate. In an ordinary process the deterioration is
caused by wear and tear. Owners do nmostly conpensate for this deterioration
by frequent mai ntenance and noderni zation. (ECE/ HBP/ 97, chap. I111). If
regul ar mai ntenance and renovati on do not take place, or are neglected for a
| onger period, problematic deterioration occurs.

Preblematic develepment

—

Ordinary develepment

Heusing standard

Heusing standard

Tims Time

Figure | Figure |
9. If there is serious deterioration, i.e. the starting point is at the
| onest point of the curve (see fig. I1), ordinary regul ations are not enough

to remedy the situation. Some extraordinary regul ations (e.g. conpul sory
i ntervention, subsidy, technical support) are necessary to inmprove the
buil ding’ s conditions.

10. The case studi es have shown that the causes of deterioration are often
a conbi nation of:

. Physi cal conditions (age of the building, technical standards);

. Institutional conditions (division of responsibilities, |ack of

financial resources for individual or rmunicipal renewal and
noder ni zati on projects);

. Regul atory conditions (inadequate |egislation for newly established
forms of m xed ownership, over-protection of tenants and/or owners in
t he new economic situation, exclusion of certain social groups from
subsi di zed housing, etc. and

. Soci al and econom ¢ processes (unenploynment and its inpact on the
growt h of |ower-incone househol ds; nore affluent househol ds novi ng out
of run-down nei ghbour hoods, thus increasing segregation) (see
ECE/ HBP/ 97, chap.11).

11. Housi ng represents a relatively stable sector of the economny, its
products have a long-term character and require regul ar and pernmanent

mai nt enance and noderni zati on, supported by the appropriate instruments in
the legal, institutional and financial framework. Cl ear allocation of
responsibilities in the sector is necessary and shoul d be acconpani ed by at
| east a middl e-term policy.

12. Al'l the case studies reflected different conbi nati ons of econom c
social, institutional, regulatory and physical conditions. However, the
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following two aspects were found to influence the nost problematic
deterioration:

. Location in the city structure; period and type of construction

. Tenure form

A Location in the city structure; period and type of construction

13. The first type of problematic housing stock is old housing in often

densely built-up inner-city areas. The private sector is exerting pressure to
convert residential buildings into non-residential space in the historic and
nmost val uabl e locations. This trend appeared to different degrees in all the
cities studied. There are also specific problens in housing and residentia
areas built at the onset of industrialism in the late 19th and begi nni ng of
the 20th century, e.g. in Budapest and Vienna.

14. In Vienna, these areas are concentrated in a sem-circle west of the
historic city centre. They are still characterized by private rental housing,
mainly in the | ow standard sector. Technical problenms (small and
insufficiently equipped flats, neglected mai ntenance) abound; environnmenta
conditions are poor (traffic congestion, |lack of green areas) and there is
much soci al segregation (higher proportions of unenpl oyed, |owincone or

si ngl e- parent househol ds, elderly and inmgrants). |nproving such areas
requires an interdisciplinary approach, and adequate platforms to discuss
potential conflicts and to enpower all actors (especially the socially weaker
groups) to actively participate in the renewal process. Different ways have
been devel oped to neet these demands, such as Area Renewal offices, the
Vienna Integration Fund, etc., while taking into account existing |oca
initiatives.

15. I n Budapest, inner-city areas around the historic core of the city were
rapidly built with high-density housing by private | andlords at the end of
the 19th century. In the first half of the 20'" century, major renovation
cycles were postponed owing to the wars. In the second half of the century,

t he whol e housing stock was nationalized and inefficient State nanagenent
caused further deterioration. Wthout any conprehensive solution to the |ack
of urban renewal, the whole housing stock was privatized in the 1990s. So the
same buildings are now on to their third type of tenure form w thout ever
havi ng been renovated since their construction roughly 100 years ago.

16. The second type, typical for countries in transition, are the high-rise
nei ghbour hoods constructed in the 1960s and 1970s with prefabricated panels.
These nei ghbour hoods mainly | ack technical quality, consume too nmuch energy
and were built on such a large scale that they are anonynous and nonot onous.
These areas are beconming | ess and | ess popul ar and cause segregation. Mre

af fl uent househol ds are | eaving for other, nore prestigious parts of the

town. Because these buildings are still recent, their degradation is not yet
so visible. But since nost were privatized to the sitting tenants with a
di sparate inconme structure, it is likely that problens will becone acute in

the near future.

17. There are al so other types of problemlocations, depending on the city.
These are the heterogeneous, mainly forner industrial, nowadays transitiona
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city parts, originally situated on the urban fringe, but now becom ng part of
the wi der central areas. These appear in all studied cities, to a | esser
extent in Bratislava, Ljubljana and Vienna and to a |larger extent in
Budapest. Another type is represented by individual housing in suburban
zones, sonetinmes constructed w thout building perm ssion, as in Ljubljana.

B. Forns of tenure

18. The effectiveness of urban renewal policies is strongly influenced by
the forms of tenure. Support to or regulation of certain fornms of tenure can
af fect the housing market.

19. All the three major tenure fornms, public renting, private renting and
owner -occupation, are in principle able to offer good conditions for urban
renewal , provided that their regulation prescribes the rights and duties of
the | andl ords, tenants or co-owners and creates the necessary incentives to
fi nance urban renewal. The foll ow ng basic requirenments nust be fulfilled:

- The nonthly fee paid by the users of the flats must be high
enough to cover the costs of ordinary maintenance;

- Wel | established organizational fornms and deci si on-maki ng systens
must be in place for everyday managenent, as well as for nmjor
renewal, to ensure the participation of both owners and users;

- Wel |l functioning financial systemnust be in place for
extraordi nary expenses for renewal ;

- Efficient |egal regulations nust be available to settle disputes
and enforce paynments to contribute to covering the expenses;

- Wel | el aborated housi ng mai ntenance system w th conpeting
conpani es must be in place.

20. Besi des having to satisfy these criteria, the three nentioned forns of
tenure have their specific problens, which could also hinder renewal. The
potential problens of public renting and private renting will be set out
only briefly. The focus will be on the problenms of co-ownership in nmulti-
fam |y housing, as they have come to the fore in all the central European
cities studied.

1. Public rental housing

21. In the socialist period the potential problenms with renovation in these
three cities was with the public rental sector. The nobst inportant decisions
were taken at the highest level (municipal, national or even party conmttee)
with no involvenent of tenants into any discussion. Rents were based nore on
political than on econom c considerations, and did not even cover the running
costs of buildings. Mintenance was nostly deci ded on an ad-hoc basis and
carried out by public nonopolies, State-owned mai ntenance conpani es.

22. The public rental sector in western countries operates quite
differently. There are exanples of public sectors functioning as efficiently
as the private sector. This is the case in Vienna, where council housing
together with the non-profit rental sector account for nore than 40% of the
total housing stock. In countries in transition the public rental sector has
al nost di sappeared as a result of mass privatization, and becone the tenure
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formof the nost disadvantaged. This has nade it even nore difficult to
charge cost-covering rents.

2. Private rental housing

23. This is not a conmon formof tenure in central European cities (with
the exception of the grey market, whose size is difficult to estimate),

al though as a secondary effect of housing privatization it may become nore
important in the future. In Vienna, a small segnment of the private renta
seens to be problematic, partly because of past rent control and partly
because the landlords tend to be nore interested in making a profit than in
i mproving the quality of housing.

3. Co-ownership in multi-fam |y housing

24. After the upheavals in the countries in transition, this formof tenure
became common in Hungary and Sl ovenia, owing to nmass the mass privatization
of public rental housing into owner-occupation. By 1995 about two-thirds of
t he Hungarian public rental housing stock had been sold. In 1990 Budapest’s
rental stock accounted for nearly half the total stock; in 1995 it
represented a nere 15% In Slovenia there was a simlar change: around 1994
two-thirds of the rental housing stock was sold and in Ljubljana 75% It is
expected that only 11% of the housing stock will remain rental. The sane
devel opnent is to be foreseen in Slovakia. The process in Slovakia has been
sl ower, mainly because the new owners had to repay all the outstanding | oans
i n cooperatives and because of the |ow capacity of the land register to

regi ster all public renting.

25. This radical change in the tenure structure was |led by a strong
political force striving for a market-oriented society. In this
transformati on, the future managenent of the housing stock was not

considered. In the three countries in transition of the case studies,
condom ni uns or housing with other co-ownership tenure fornms suffer
significant deficiencies, which are a serious obstacle to renovation. Through
this mass privatization, the public |lost npst of its direct influence on
urban renewal . Although the housing stock becane al nost totally owner-
occupi ed, the national and municipal |egal instrunents were rarely detailed
enough to enable the new owners to cope with their responsibilities.

26. The creation of owners’ associations was not always an obligation in
east and central Europe. In Hungary and Slovenia it is obligatory; in
Slovakia it is optional. Another option is for each owner to enter into a
contract with a mai ntenance conpany, normally the public conpany which

exi sted before privatization. In 1996 in Slovenia |l ess than 40% of |ega
agreenents which regul ated the relationship between the owners in nulti-
ownership buildings were signed. In the absence of an owner associ ation, much
of the decision-nmaking power is transferred to the managenent conpany. This
could create difficulties when different owners have different interests.
Comon probl ems may renmai n unsol ved.

27. Besi des the tenure form the management conpany structure has al so
changed in recent years. Mst of the former |arge public compani es were
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di ssol ved, and after the transition many new private conpanies energed in
Hungary and Sl ovenia. There are al so exanples of |arge public conpanies
splitting into smaller conpanies - sone private. |In Hungary, owners are
usually nmore satisfied with such managenent, i.e. one of the owners or a
private person taking responsibility for managenent. The new private
management conpani es are al so better accepted. Satisfaction is lower with
the remaining | arger public companies, which are nore likely to operate in
| arger condom niunms and in condom niunms with a majority of public renta
units.

28. In the three case studies in central Europe, it was noted that there
were procedures to collect ordinary fees, including fees for norma

mai nt enance. The amount - deci ded by the owners thensel ves without any
prescribed mninmum- is however nostly too | ow.

29. It is inportant that the owners’ organization should be able to collect
the fees fromthe individual owners, even if they refuse to pay. U timtely,
that should inply that the association can evict the owner and realize the
val ue of the flat. However, in nobst countries this is a difficult and

| engt hy procedure.

30. Rai si ng addi ti onal noney for renovation would be easier if the owners’
association were a legal entity. This is not the case in any of the three
transition countries studied. For this reason Iending to a condom niumis
very difficult. In practice it requires the approval of all the co-owners
(as they have to offer their flat as collateral for a bank | oan). For
cooperatives this process mght be easier as they may be consi dered as
conmer ci al units by the banks.

31. Many new owners have not yet understood that the role of an owner
differs fromthat of a tenant. Many do not really think it is their task to
contribute to the managenent of the property and cover the mai ntenance and
rehabilitation costs. They do not take their role as decision-makers as
seriously as they should. Few owners participate in owners’ neetings to

di scuss renovati on.

32. A privatized building that becones a condom nium may for many years
have m xed ownership. If a public body is still the biggest owner,
representing all the unsold rental flats, the traditions and structure from
the socialist period may continue, e.g. leaving nmuch of the responsibility
for mai ntenance to the traditional public maintenance conpany. It al so neans
that the public entity has to pay for maintenance and noderni zati on according
to its share of the property, even if its income fromrents is insufficient.

4. The special case of area renewal with different tenure forns

33. An area can enconpass buildings with different forns of tenure.
Vienna's case study shows that, if there is a systematic approach to area
renewal and an overall policy and instrunents for area renewal, it is
possi bl e for those involved to achi eve better cooperation and, hence, better
results.
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. LEG SLATI VE AND | NSTI TUTI ONAL FRAMEWORK FOR URBAN RENEWAL

34. Urban renewal is one of the nobst conplex urban devel opment processes.
It requires very well established relations between the different |evels of
the public sector (central governnent, |ocal government, regulatory bodies,
public or sem -public devel opment conpanies, etc.). Not only nust the |lega
regul ations be in place and coordi nated between the actors, but there nust be
a systemof institutions responsible for renewal at different |evels as well.

35. This chapter will highlight the striking difference between the
carefully designed and detailed system of responsibilities of the different
| evel s of public bodies (central and |ocal governnment, rent-setting office,
sem -public renewal fund) in Vienna and the situation in the three centra
Eur opean netropolises. In Bratislava, Budapest and Ljubljana the centrally
pl anned, top-down executed and politically determ ned system of urban renewa
of the socialist period was transfornmed in the 1990s into a market-oriented
systemwith few public responsibilities. Unlike Vienna, they have no speci al
"urban-renewal -rel evant” el enents of their institutional systems or, where
these do exist, they are still in their infancy. There is no direct centra
regul ation/l aw on urban renewal, and even | egal acts indirectly influencing
renewal give public bodies only very limted rights/responsibilities to
intervene in the market processes. In recent years sone new | egislative,
regul atory and financial rul es/systens have been devel oped at the |oca
(city) level for urban renewal. They differ nmuch fromone city to another
and even across the |lower |evel of the sanme city administration (city-parts
or districts).

36. There is no “best” legislative and institutional franmework for urban
renewal , each country and city has to develop its own system based on
traditions and the structure/conditions of its housing stock. Vienna
represents an “organically devel oped” urban renewal nmodel. It introduced its
first conprehensive renewal strategy in 1974 (around the time when urban
renewal started to become inportant for European cities follow ng the decades
of new construction according to post-war housing policies). In the other
three, post-socialist cities, urban renewal started as a top-down, centrally
organi zed and State-financed activity, mainly in the public rental stock of
the historical areas of the cities. There was very little organi zed renewa

in “normal” residential areas in the socialist period. In the 1990s - the
period of transition fromcentrally planned to market-oriented housing policy
- the need for renovation of the existing housing stock becane nore and nore
pressing, while the conditions for organized, coordi nated urban renewa

nmostly worsened.

A. The changing conditions for urban renewal in the central and east
European cities in the period of transition

37. The transition fromthe centrally planned to the market system brought

i nportant changes to the institutional framework for urban renewal in the
cities of the central and eastern Europe. One of the key processes was
decentralization, which led to the devel opment of a really independent |oca

I evel within the government system As a result, the new | ocal governnents
became the central actors in the |ocal devel opment processes, including urban



HBP/ 1999/ 9
page 10

renewal . Contrary to the socialist period, when a substantial part of the
financial resources allocated to the |ocal |evel was earmarked, i.e. its use
was predeterm ned by the central government, in the new system denocratically
el ected | ocal governnents are increasingly independent. They have becone the
mai n deci si on makers about the use of |ocal budget resources. The devel opnent
of local financial resources (e.g. local taxes) has further strengthened

t heir decision-making position. Froma |egislative point of view, however,
the |l ocal governnents are very nuch constrained as they cannot go agai nst

nati onal regul ations.

38. There have al so been inportant changes in the inner structure of |oca
gover nment deci si on- maki ng. Repl acing the previously very strong - and
politically determ ned - executive commttees, the new | ocal assenblies have
become the nost inportant players at the local level. The full devel opnent of
a new local institutional and power structure, however, is a |longer process,
especially the separation of strategic, political decisions (the task of

| ocal assenblies) fromthe handling of everyday, managenent problens, which
shoul d be the task of the mayor’s office or of publicly controlled non-profit
or gani zati ons.

39. Wil e decentralization has in general boosted the influence of |oca
government on urban renewal, the other main process of transition in the
housi ng sector, privatization, played a very different role. Due to
privatization - and in several central and east European countries also
restitution - the direct control of |ocal governments over the local nulti-
fam |y housing stock has decreased, in some countries alnost totally been
elimnated. Multi-fam |y owner-occupi ed houses, or condom ni ums, have

repl aced public rental buildings.

40. Wth these changes, the chance of pubicly-organized renewal has
decreased substantially. Instead of the direct influence of the public
sector, there is now the potential of using indirect, regulatory tools and
financial incentives. In general, chances of area renewal have decreased, and
t hose of renewal of individual buildings becone nore pol arized, depending on
the social structure and financial neans of the residents.

B. The legislative-requlatory franework for urban renewa

41. The | egislative framework for urban renewal is very nmuch country-
specific. One of the major options is to have a pational act on urban renewa
setting the framework for | ocal |egislation and al so defining the framework
for the rights and responsibilities of the public sector. This is the case in
Austria, where the 1974 national Urban Renewal Act was the country’s first

pi ece of |egislation dealing specifically with this problem Even if the
options set out by this Act were practically never used, its existence led to
| ocal (regional, local) |egislation on urban renewal.

42. It is very rare for the central European countries in the case studies
to have national legislation directly addressing urban renewal (sone do not
even have consi stent national |egislation on housing policy or only a very
weak one). Their nmpbst conmon nodel is to have a broad national |aw on housing
and real estate developnment (e.g. a building law), regulating the rights and
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responsibilities of the public and private actors in the devel opnment of the
residential sector. These national regulations differ greatly in the direct
regul atory power that they grant public bodies in connection with the urban
renewal process. In sone countries broad interventions are possible, while
in others direct intervention of public bodies is allowed only in extrenme
situations (e.g. building conditions deteriorating to a dangerous |evel).

43. If there is no legislation on urban renewal, the main | evel of

regul ation for the rights/responsibilities of the public sector mght be
found in the legal regulations of the different tenure forns (as discussed
earlier). These regul ations can, however, rarely be used as conpul sory orders
for normal mai ntenance or renovation. They tend to be applicable in extrenme
situations (e.g. very poor conditions of the building, making it unfit to
live in). The legal regulations of the tenure forns nmight have a direct
effect on urban renewal only in the case of public rental housing and if
financial incentives are connected to the obligation to renew

44, Besi des national |egislation directly connected to urban renewal, it is
very inportant to nmention other areas of legislation that at first seemto
have little relevance. Urban renewal needs many "side regulations”, such as
clear legal regulations on the Ievel of fees (rent, condom niumfee), on
eviction and foreclosure in the event of non-paynment, on a conmpul sory reserve
fund for future renovation in the owner-occupi ed sector, etc. The | ack of
efficient regulations in these areas - which is often the case in central and
eastern Europe - may seriously conprom se efficient urban renewal.

45, In Austria, legislative and regul atory power on the national level is
changi ng (1974 national Urban Renewal Act; national and nunicipal rules for
rent setting (Tenancy Act)).

46. In central Europe there tends to be neither direct |egislation nor an
overall concept for urban renewal on the national |evel. However, national -
| evel legislation often contains some financial tools (e.g. interest-rate
subsidies) directly or indirectly connected to urban renewal .

47. There are different nodels of regulating public rental sector. 1In

Sl ovaki a, the national level still has the right to set rents setting. 1In
ot her countries total decentralization in rent policy nmeans that the | owest,
district (city-part) level is responsible for setting rents.

48. The case studies showthat it is nuch nore common for the centra

Eur opean countries to have regul ation on urban renewal at the |ocal |evel,
where the planning and financial and subsidy aspects of urban renewal mainly
are regul ated. Local governments often decide to establish a | ocal renewa

act and/or programe, including rules to establish a fund for renewal, rules
on its use, nethods to assign priority, etc. Local |and-use regulations also
i nfl uence the chances of urban renewal, as do regulations on the relationship
between different levels of |ocal governnent (in the case of two-tier |oca
government systens).

49. The main problemwi th [ ocal regulations is that they cannot exceed the
scope given by the national |aws: individual tenants or owners woul d
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i medi ately turn to the court if the local governnent tried to inpose
measures not |egally established at a higher |level of |egislation. Therefore,
| ocal regulations tend to be incentive and contain conpul sory el enents only
for areas that are predom nantly in public ownership (housing and/or |and).

Legislation on urban renewal on the city |eve

Vi enna: 1984 Vi enna Housi ng and Housi ng Renovati on Act

Central European capitals: renovation acts on city |level are generally
still wunder discussion

Budapest: 1998 Act on Urban Renewal in Budapest, including the
establ i shnment of the Rehabilitation Fund and a system of action areas

C. The changing institutional framework for urban renewa
50. On the national level it is very rare to have one mnistry responsible
for nost aspects of urban renewal. In the central European exanples countries

this responsibility is very weakly defined (nost public responsibilities have
been transferred to the | ocal level) and even if sonme responsibility remains
at national level, it is very nuch dispersed between different government
mnistries.

51. The restructuring of the local institutional set-up in these countries
in the 1990s brought along new types of conflicts, which also apply to the
process of urban renewal. The allocation of rights and responsibilities
between the different actors has not yet been clarified. For exanple, in many
cases the new, nore powerful |ocal assenblies want to control all aspects of

| ocal devel opnent, including the future use and owners of individual plots in
renewal areas. There are, however, exanples of nore sophisticated nodel s,
leading to a better split between strategi c decision-making and deci sions
affecting individual plots, buildings, projects.

52. Vienna offers a nmodel where the powerful |ocal governnment (one of the
bi ggest public landlords in Europe) transferred all inportant decision-mking
rights on urban renewal - except for determining the basic strategy - to a

qguasi - governnmental non-profit city-owned institution, the Vienna Land
Procurenent and Urban Renewal Fund. Having received substantial seed noney
fromthe [ocal government, this Fund is responsible for organizing urban
renewal , for assigning action areas, for deciding about individual building
renovati ons, and for involving private actors in the process.

53. Anot her potential prototype of a new institutional system of urban
renewal is the case of Budapest’'s District IX, where a non-profit joint-
venture devel opnent conmpany has been established (with the participation of a
Hungari an and a foreign bank, as well as a majority stake held by the |oca
government). The responsibility for renewal was transferred to this conpany,
and only the right of broad, strategic decisions remains with the |oca
assenbl y.

54, The essence of these new systems is that the different functions of the
| ocal governnment have to be separated. The |ocal government in general
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- Has the right to decide about building permits (for demplition or
substantial reconstruction of existing buildings and construction of
new ones on enpty sites)

- I's the landlord of public rental housing, can thus deci de about
renovation, replacenment flats, etc. and has the right to determ ne
(within the limts established by national regulations) the rent |eve
in the local public rental housing stock

- Is the owner of a substantial part of enpty plots.

55. In Budapest’s District IX, the | ocal government kept the |ega
functions of a local authority (rent setting, issuing building permts) at
the assenbly level, established a separate unit within the |ocal governnent
office for the renovation of publicly owned rental housing, and transferred
the devel opment rights of enpty plots and buil dings with changing functions
to the newmy established non-profit joint-venture conpany. In this way the

| ocal government kept control over all aspects of urban renewal, but managed
to separate the different types of control. Thus a much cl earer and nore
efficient system has been achi eved.

56. Urban renewal al so needs special organizational elenments, whose
concrete form depends on the tenure fornms and | egislative structure in the
given locality. Area offices seemto be of key inportance if the ains of
renewal go beyond the renovation of individual buildings. The coordination
between the buil dings of a street (which mght belong to different tenure
categories) and the renovation of public spaces need public interventions,
whi ch can, however, be efficient only if fine-tuned locally, in everyday
consul tations with the other actors.

57. The authorities nust also set up institutions which help the snooth
functioning of the other actors and their participation in the renovation

One such exanple is the public institution for arbitration in Vienna. It acts
as a medi ator between the private |landlords and their tenants regarding the
change in rent | evel due to renovation

58. These special institutional elenments take years or even decades to
devel op and are therefore only in their infancy in nost of the centra
European cities. An exanple of the transitory period is Budapest, where a
muni ci pal decree established the act and programre for urban renewal but the
institutional background is still not conplete. The establishnent of a
programe office (which could |later develop into a simlar organization as
the Vi enna Fund) has been under discussion for many years. At the nonent
there are no area offices either



HBP/ 1999/ 9
page 14

Institutional responsibility for urban renewal at the city |eve

Vi enna: Urban Renewal Fund (as institution and also financial tool)
since 1984 and area offices since 1974, public institution for
arbitration;

Central European capitals: some financial means are generally avail able
but there is no responsible institution at the city |level nor any area
of fices

Budapest: sone districts have established renewal departnents and in
two districts special renewal enterprises have been created with area
responsibility

['11. FINANCI NG OF HOUSI NG RENEWAL

A. Mai n _probl ens of financing housing renewa

59. In the three countries in transition, the ownership structure of the
housi ng stock and with it the conditions for financing housing renewa
changed dramatically after 1989. In the socialist period, rmuch of their
housi ng was publicly owned and the (central) State had responsibility for
financing repairs, maintenance and renewal . Housing was perceived as a
public good, rents were nostly synmbolic and did not even cover the current
costs of repair and mai ntenance. Investnents in new housing or (seldom
housi ng renewal canme fromthe State budget and had to compete with other

i nvestments, which were usually regarded as nore urgent. As a result,

i nvestment in new housing was sonetines insufficient and investnment in
renewal activities was usually negl ected.

60. The shift in the ownership structure went hand in hand with a shift in
the responsibilities for financing the repair, maintenance and renewal. The
wi t hdrawal of the central State as a landlord and investor left a vacuum
there was no conpetitive banking systemthat could function as an
intermediary and turn savings from private househol ds into housing production
or renewal . So, first, the foundation for a housing finance systemin market
conditions had to be laid (for instance, establish secure property rights and
cadastral systems, |egal basis for financial institutions and for |ending
instruments |ike nortgages, etc.). Today, all three countries in transition
have sonme form of new housing finance system ¥ But in the nmeantine, the new
owners of the housing stock were left on their own to finance the often very
urgent mai ntenance and renewal .

61. In two of the four cities (Budapest and Ljubljana), the owner-occupied
sector, in the formof condom niuns, is now dom nant. This nmeans that renewa
i nvest ment depends largely on the financing capacity of the individua

owners. As a result of the previous political system the social structure of
the resident comunity is very heterogeneous. The privatization at very | ow
prices neant that very poor tenants could al so beconme homeowners. However,

v See United Nations Economic Commi ssion for Europe, Housing Finance; Key
Concepts and Ternms (1998). Sales No. E.97.11.E. 14
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they are rarely able to afford a condom nium fee that is high enough to cover
not only repairs and nmai ntenance, but also to constitute a reserve fund for
future renewal . These poorer owners can determ ne the financial capacity of
the entire condom nium as they are not able to pay the condom nium fee and
the co-owners have no right to enforce it. In good |ocations there are al so
"rich" condom niums (Ljubljana) or condom niuns with extra revenues like in
Budapest, which sell the cellar or rent out the roof for advertising. In such
cases it can happen that the owners do not pay a conmon fee, because the
extra revenues cover all expenditures.

62. In Bratislava there is still a relatively big cooperative sector. Here
each cooperative - i.e. the comunity - is now responsible for all financia
matters. Their investnents in housing maintenance and renewal depend - |ike

i n condom niuns - on the saving capacity of the nenbers.

63. In the remaining public rental sector (relatively significant in
Bratislava, small in Budapest and Ljubljana), the | ocal government is now the
I andl ord and its financing capacity determ nes the renewal investnents.
Housi ng renewal has to conmpete with other, equally urgent needs |ike urban
infrastructure, transport or education. As the Budapest and the Bratislava
cases show, apart the |ocal government budget, the new | ocal public |andlords
can use their own sources for renewal investments: revenues from
privatization, which are - due to the give-away privatization - rather smal
and the rent income.

64. In Budapest, the local authority is allowed to set the rents in its
bui |l di ngs. However, as it has to consider the financial neans of the
tenants, the rent incone does not normally cover the costs of repair and
renewal . The sane is true for Bratislava, where the publicly owned dwellings
are under strict rent control (like private rental).

65. In Vienna there is a relatively big private rental sector, in Budapest
and Ljubljana it is very small. Except for a small |uxurious sector in
Vienna, the rent in this sector is also determ ned by |egislation. Budapest
has no national rent legislation. In Ljubljana, the rents are estimted to be
only about 5% of the average famly income. This nmeans they cannot cover
operating and mai ntenance costs. Also partly due to the forner rent control
many of the private rental dwellings in Vienna are in a bad condition.

B. Private market instrunents for financing housing renewa

66. It is clear that, across all tenure categories, overall renewa
activities cannot be financed by the owners’ capital alone. Even in Vienna,
where rent inconme is regarded as the first source of financing for regular
mai nt enance and i nprovenent, it is rarely sufficient. This nmeans that al nost
all actors depend on external resources, nanely bank | oans and/or public
subsi di es.

67. Austria has a well established banking sector with many financing
products that can be used for new housing and renewal. Bank |oans with a
maturity of 15 years and an interest rate of 6% to 7% are usual. Normally the
banks refinance their lending with bonds. Neverthel ess, comrercial banks
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often regard the financing of housing renewal as a risky affair so |long as
there is no State guarantee or other form of public support to meke the

i nvestments nore secure. Private bank | ending occurs also in Ljubljana, but
the financing costs (interests) are for nost househol ds too high and the
commer ci al banks remain very reluctant to enter the "normal" housing finance
mar ket wi t hout any State guarantees.

68. In the former socialist countries, the banking sector is being

conpl etely overhaul ed (privatization). In Hungary and Sl ovaki a, housing
finance has traditionally been dom nated by their former State Savi ngs Banks,
which still remain the nost inportant financing institutions. In Hungary in
the early 1990s, the former State Savings Bank started a renovation | oan
programe, which is supported by the central Governnment. The progranme is
directed to condom niuns, but the subsidized | oans are given to the

i ndi vi dual owners. Until recently, the State Savings Bank had to reach a | oan
agreenent with all the owners in a house before I ending to any one of them
This procedure meant that |oans, which covered maxi mum 70% of renewal costs,
had a duration of 5 to 10 years and the sane interest rate as |oans for new
housi ng, but they had few takers.

69. In Slovakia, the National Savings Bank in 1995 introduced | oans with a
15-year maturity and a 12.5% interest rate. The | oans can be used for the
purchase or the renewal of a dwelling.

70. Bausparen as a nutual savings systemhas a long tradition, e.g. in
Austria and Germany, mainly for single-famly housing. Contract saving
systems have been set up in Slovakia and Hungary. Their introduction is being
di scussed in Slovenia. In principle, such systens of nobilizing capital for
housi ng purposes (purchase and renewal) could function on a private market
basis, but in practice they often function only with high State subsi dies.
Bausparen could be an inportant additional source of finance for renewal,

al t hough secondary to direct financing.

C. Public support for financing housing renewa

71. The extent of public financial support for housing renewal in the four
anal ysed cities reflects, on the one hand, their different ideol ogica
backgrounds and, on the other, differences in the national incone |evel.

72. In Vienna, the renewal of housing has for a long tinme been seen as a
public task on which all political parties agreed. The Vienna Land
Procurenent and Urban Renewal Fund grants object subsidies to individua
owners of rental housing, if the rent income of the |ast 10 years does not
allow repair or inprovenent of a building of low quality (defined in the
Tenancy Act). The subsidies are provided partly as direct, non-repayable
contributions, partly as annual subsidies to bank |oan repayments. In total
subsi dies may amount to 80 to 90% of the building costs, a very costly
strat egy.

73. Vienna - and Austria in general - has the advantage that this
financing is secured. Funds for housing renewal are collected through
earmarked State taxes and distributed to the provinces. In addition, Vienna
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provi des resources fromits regular budget to cope with the need for housing
and renewal . The countries in transition do not enjoy such a stable financing
system

74. A very concrete help in Vienna consists of city guarantees for |oans
whi ch banks give to tenants who want to renew and nodernize their flats.
Mor eover, Vienna al so subsidi zes individual inmprovenents carried out by

t enant s.

75. In the anal ysed countries in transition the ideol ogy behind housing
privatization policies is dom nated by the perceived superiority of market
mechani snms and the desirability of private ownership. According to this
approach, the State is no | onger responsible for financially supporting new
construction or the renewal of the housing stock. In Slovenia, although a
relatively rich country, this seenmed to be the main reason for the State's
reluctance to support financially new housing construction and renewal. In
Hungary and Sl ovaki a, budget constraints seened nore inportant. But in al
three countries it became obvious that wi thout State assistance the housing
situation would deteriorate very fast and hanper overall econom c

devel opnent. So, the three countries or cities introduced new forns of public
support. New instrunments were introduced, but all of themsuffer a |ack of
funds, which reflects the | ow inportance given to housing and/or the genera
financial constrains of these countries. The followi ng forns of public

support have been introduced or still exist fromthe forner period.
76. In Bratislava, Budapest and Ljubljana the renewal of historically
i mportant buildings - located nostly in the inner city - is subsidized

t hrough special funds.

77. A second type of renewal supported by the State is thermal insulation
In Hungary, the State subsidizes insulation projects. In Bratislava, a snal
energy-saving pilot project has been carried out. It was financed by the

State and rmnuni ci pal sources and did not affect the rent |evel.

78. Al three countries have created national or |ocal housing funds. In
Bratislava, the fund created with the privatization revenues is - due to the
gi ve-away process - very small. In Budapest some district governments al so
use a share of the privatization revenue to help finance the renewal of
condom niunms. In Slovenia and Ljubljana, respectively, the existing nationa
and rmuni ci pal housing funds are intended to be used al nost exclusively for
securing loans to non-profit housing organizations for the provision of non-
profit rental housing.

79. Hungary and Sl ovaki a support "private" schenmes to finance renewal. In
Hungary, the State covers 50% of the nmonthly repayment in the OTP programre
with subsidies paid directly to OTP. In Slovakia, there is a tax-free State
prem um of 30% of the (capped) individual savings per year

80. One of the nost inportant obstacles to housing renewal is
affordability. Austria has subject subsidies which strengthen demand. The
three countries in transition have no such systens. Allowances are granted
only as welfare benefits.
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81. The overvi ew shows countries in transition do have private and public

i nstruments to support housing renewal financially. But because the
conditions offered by the free market are not favourable and public funds are
very small, the inpact of these instrunents on renewal is very |limted.

Al nost everywhere those responsible for repair and renewal try to make sonme
savings first and then carry out the nopst urgent work step by step, w thout
taki ng out any (subsidized or unsubsidized) | oans.

V. RESI DENTS' | NFLUENCE | N URBAN RENEWAL

82. All the case studies recognized the inmportance of residents
participation in devel oping and i nplenmenting renewal and as a tool for
conflict managenent. Residents can participate in

- Day-t o- day managenent of buildings: setting priorities in
mai nt enance, and partly functioning as an "early-warning systent
for repairs;

- Smal | repairs: setting priorities and avoiding future renewa
nmeasur es;

- Overall rehabilitation: setting priorities, devel oping resident-
oriented (sonetines | ow standard or step-by-step) renewa
schenmes, which may help to increase residents' satisfaction and
their sense of responsibility;

- Area renewal : increasing residents' identification with their
nei ghbour hood, devel oping overall strategies for area
i mprovenent, often reducing costs by early conflict management
and by carrying out sone work thensel ves.

83. The case studi es showed that participation strategies were devel oped
and were successfully inplenmented both in the rental and in the honeownership
sector. The degree of residents' influence depended, however, on the presence
of a well-devel oped and established system of planning and of (housing)
managenment. In other words, those cities that faced an upheaval in their
housi ng system have not yet worked out an appropriate framework for

residents' participation. This is very clearly reflected in the current
situation of new honeowners in formerly public housing in Bratislava,

Budapest and Ljubljana. The present system of residents' participation in

Vi enna has been worked out over a |onger period.

A Information

84. Active resident participation depends |argely on the support provided
by I egislation and/or help frompublic authorities, especially by providing
appropriate information (see: Strategies, ECE/ HBP/97, chap.lll, sect.C). In

the cases anal ysed, information was given at various |levels and by various
means, nostly by:

- Ceneral or specialized nmedia (Vienna;, partly Budapest, Bratislava
and Lj ubljana);

- Publicly organi zed residents' neetings (Vienna, Budapest);

- Local planning offices (Vienna);

- Speci al i zed information teams (Vienna, Ljubljana);

- Housi ng associ ations or (private) developers, etc. (all cities).



HBP/ 1999/ 9
page 19

B. Legal basis for residents' participation

85. Legi sl ati on regarding residents' influence and participation in urban
and housing renewal is established on the national level (e.g. State Renta
Act, Condom nium Act) or the |ocal |evel (Minicipal Planning Law, etc.). In
all the analysed cities, legislation at both |levels can be found. There is a
clear trend towards decentralization. Certain responsibilities, however,
rest with the State to guarantee that the national housing policies are
carried out and as an overall framework for participation, leaving its
application to the enpowered consumer. Rules are increasingly worked out by
residents' groups thenselves. On the other hand, privatization progranmes
(especially in Hungary) have not always taken into account the necessary
participation rules, thus creating a gap between renewal needs and the

deci si on- maki ng process. Exanples of |egislation that enconpasses residents’
rights to participate include:

- Rental acts, e.g. Austrian State Rental Act, defining tenants
i nfluence i n housing nmaintenance and renewal ;

- Subsidy legislation, e.g. in Vienna and Sl ovenia, connecting
subsidies to certain participation procedures;

- Condom nium | aws, e.g. in Hungary, defining the decision-nmaking
process;

- Local planning | aws, e.g. Budapest, Vienna, Bratislava, with
institutionalized participation of a broader public, via
informati on | eaflets, exhibitions, public hearings, etc.

C. Platforns for residents' participation

86. Bot h urban renewal and housi ng nmoderni zati on need platforns for
participation. In single buildings there are sone operational systens
(tenants' neetings in Vienna, owners' neetings in Ljubljana). This neans that
residents can have neeting facilities and support from experts. |In Budapest
the new Condom ni um Law may bring some inprovenent, but until now the

i nfluence of honeowners has been left to informal procedures, which in sonme
cases work well, in others not.

87. Wth area-based renewal, it should be kept in mnd that deteriorating
parts of cities need nore than just better housing. O ten poor housing,

t hough certainly a significant sign of deterioration, is not the nost urgent
probl em Depending on the conmplexity of the situation, area-based renewa
schenes therefore include | ocal job-creation programes, inprovenment of
educational possibilities and of the social infrastructure, etc. This is
only possible if residents are actively involved in the process, and if
programes address the respective target groups. A participatory approach to
area renewal must rather be seen as a political process in which the various
actors - especially the socially weaker groups - are enpowered and receive
prof essi onal support. Local renewal offices and other intermnediary

organi zations (Vienna) can help, but donot always succeed in integrating al
groups.
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D. Pr of essi onal support
88. Residents in the four analysed cities receive sonme professiona

support, but it is not always free or easy to access. This may exclude |ess
i nformed weaker groups (like immgrants, mnorities) fromthe renewa
process. There are successful examples, however: tenants' hotline (Vienna,
Budapest), tenants' protection organizations (Vienna, Budapest, Ljubljana),
ethnic integration support teans (Vienna), condom nium organi zati ons
(Budapest, Bratislava), and others. An exanple of such support is the

Lj ubl jana Council for the Protection of Tenants' Rights. The City of

Lj ubl jana has shown clear responsibility for protecting tenants in the
(rather small) private rental sector. Advice and support are provided free of
charge to tenants. This is a formof public intervention, however, which
considers residents as passive clients rather than as actors in a

partici patory renewal process.

89. Informati on has al so been given via school education programes. In
the four cities the necessity to focus on integrating mnorities or socially
weaker groups into the participation process was stressed.

E. Resi dent -oriented renewal schenes

90. When establishing renewal schenes, affordability and different
lifestyles should be taken into account. Residents should be encouraged to
make an active contribution to the renewal process and have the possibility
to influence the renewal standards (see: Strategies ..., ECE/ HBP/ 97

Concl usions). A step-by-step approach shoul d be taken, instead of

i ntroduci ng high standard in a run-down building (sweat equity works).

Vi enna has devel oped a systemwith "shared responsibilities” in the renta
sector, |eaving the decision about works within individual flats mainly to
the tenants. The influence of residents on the standards of area renewal in
Brati sl ava, Budapest and Ljubljana is quite low. As a result, the inprovenent
of public spaces (streets, green areas) often ignores the needs and w shes of
resi dents.

91. Decentralization (Budapest, Vienna), however, can increase residents

i nfl uence on area planning, as there is usually a closer relation between the
residents and the local (district) authorities, which are held responsible
for the costs and the results of such works. This requires, however, that the
| ocal authorities have the competence and/or are provided with the necessary
know how by experts fromthe central (runicipal) |evel.

92. Vi enna has established a conprehensive system of tenant participation

i n housing renewal. The Vienna Housing Rehabilitation Act of 1984 not only
guarantees public grants for the renewal of private and public renta

housing, it also defines the various actors' roles in the process of planning
and rehabilitation. Overall housing renewal includes the renovation of the
comon parts of the building, and at the sane tinme the inprovenent of the
flats according to the tenants' w shes. To discuss the rehabilitation schene,
tenants' meetings are organi zed by the housing management, and it normally
takes 3 to 4 neetings to reach an agreenent. At the beginning of this
negoti ati on process, tenants are nostly opposed to the renewal project
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(finding it unnecessary or too expensive). The discussion and information
about the schene and its estimated costs, individual allowances and the offer
of tenporary or permanent substitute dwellings usually |ead to the opposite:
as soon as these instrunents can be offered the tenants want nore, e.g. not
only renewal of the building but also better and safer open spaces. In nost
cases renewal schenes have been significantly influenced by the residents. On
the other hand, this influence is nostly limted to the rehabilitation phase
itself; participation declines rapidly when the works are finished. As a
result, the City of Vienna and several housing associations have introduced a
per manent nodel of tenants' participation for their respective housing stock

93. Management by the new honmeowners (Budapest, Ljubljana) is another

possi bility, although the new homeowners of nulti-storey buildings are not
obliged to cooperate. There are, however, successful exanples of condom niuns
managed by the owners thensel ves or by managenent conpani es comm ssioned by
the owners. O course, residents' influence is ineffective if they do not
have sufficient financial resources, and limted when it cones to area
renewal ; but it seens that with the perception of residents as enpowered
consuners the local authorities could use existing local initiatives as a
starting point for participatory (area) renewal schenes.

94. One exanpl e are the Vienna "Gebi et shetreuungen” (Area Renewal O fices),
whi ch have gradual |y devel oped into very active nei ghbourhood centres and
into platforms for informal |ocal conflict managenent. Area Renewal O fices
were established first in 1974 to stimulate area-oriented renewal programres
by actively integrating all actors involved - owners, |ocal authorities,

| ocal businesses and, above all, the residents. The offices, run by either
private architects or housing associations, are comm ssioned by the City of
Vi enna and concentrate on encouragi ng housi ng renewal, inproving public or
sem - publ i c spaces, ecol ogi cal neasures, communal facilities, transport, etc.
Mor eover, they have becone an inportant platformfor informal |ocal conflict
managenment and internedi aries between the residents and the public

aut horities.

95. Area renewal officers have devel oped their own negotiation structures,
organi zi ng di scussion groups, citizens' nmeetings - often with existing
initiatives and ethnic groups - focusing on a self-help approach. O her
activities include multi-cultural neighbourhood festivals, cooperation with
school s, exhibitions and regul ar newsletters to all residents of the area.
Today, |14 such offices work in Vienna's renewal areas.

96. On a smaller scale, self-help activities can in sone cases help to
start a renewal process. This is true especially in Slovakia, where do-it-
yourself activities have a long tradition - not only in rural areas, where
nearly the whole single-fam |y housing stock has been built and mnai ntai ned by
the owners thenselves, but also in many multi-famly housing estates. As
energy consunption is one of the urgent problens especially in panel housing,
the nost typical work done by the tenants or the (new) homeowners is the

gl azing of |oggias. They also carry out other inprovenents inside the flats,
like the conversion of sanitary installations fromplastics to nasonry.
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97. However, tenants have al nost no influence on the renewal of the
building itself. In the newly formed condom nium sector, it would seemthat
the owners are taking nore responsibility for the inmprovement of the buil ding
and its surroundings. However, w th housing expenditures rising
dramatically, the used self-help activities on a broader scale to neet the
needs of urban renewal will depend on whether extra noney can be found.

F. I ncentives to participate

98. Partici pation always involves costs as well as benefits, for both
parties (Sonerville, 1996) - residents' costs mainly refer to tinme-consum ng
procedures. On the other hand, residents benefit fromactive participation in
several respects, which can be observed in Vienna:

- An i nmprovenent of the building and/or area in accordance with the
residents' w shes increases the quality of living of each
resident (confort, security, value of the house, etc.);

- Active influence of residents helps to avoid |uxury renewal,
whi ch for many inhabitants nay be unaffordable and may lead to
evi ction;

- Renewal costs may be reduced by | ower standards or self-help

- Runni ng costs may be reduced by better thermal insulation and by
ot her nmeans defined by the residents.

99. Finally, participation may enpower the participants (Cairncross et al.
1994), increasing the residents' influence on |ocal policy decisions in the
future, even if this intention has not been explicitly expressed in one of
the four cities. Exanples in the cities analysed show that while the main
incentives to residents in the beginning of the renewal process have been the
prospects of cost reduction and hi gher security and val ue, enpowernent and an
i ncreased active interest in |local affairs (day-to-day housi ng nmanagenent,
area matters) have often been positive side effects.
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