3UNITED
NATIONS E

Economic and Social Distr.
: RESTRI CTED
Council
HBP/ R. 368

29 August 1996

ENGLI SH ONLY

ECONOMIC COMMISSION FOR EUROPE

COW TTEE ON HUVMAN SETTLEMENTS

STUDY TOUR TO LATVI A, LI THUANI A AND ESTONI A

Report prepared by the study tour rapporteurs and the authorities of the host
countries in cooperation with the secretari at

1. Following its fifty-sixth session, the Comrittee on Human Settl enents made
a study tour in Latvia, Lithuania and Estonia from21 to 26 Septenber 1995, at
the invitation of the Governnments of Latvia, Lithuania and Estonia.

2. Representatives of the followi ng countries participated: Finland, Gernmany,
Net her| ands, Norway, Pol and, Sl ovenia, Sweden, Switzerland and the United States.

3. The rapporteurs were invited and accepted to summari ze the observations
made during the study tour and to present them at the closing session:

(i) Housi ng and privatization: M. Vitorovic (Slovenia);
(i) Urban renewal and housing nodernization: M. Veld (Netherlands);
(iii) Urban and rural planning: M. Lujanen and M. Tahvainen (Finland).
4. The study visit focused on: social housing policies; problens and sol utions

for tackling energy problens in housing; and inner-city conservation and urban
renewal policies. The discussion on these topics also centred on the effects of
the institutional reformand on the division of responsibility for inplenmenting
the policies between the different levels of the adm nistration.

5. In Vilnius the capital city of Lithuania, the visit included a
presentation on the current socio-econom c situation and on housing issues in
both the city centre and the suburban housing estates. |In particular, high
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energy consunption was highlighted as one of the major concerns. The wealth
of historic nmonunents was shown and it was pointed out that Vilnius was
included in the Wrld Heritage List.Kaunas and its restored historic
bui | di ngs were shown, including exanpl es of housing renewal. The repair of
the housing stock still required major efforts and housing funds were not
avail abl e for social housing or housing naintenance. There was al so a need
for an adequate |egal structure.

6. In El ektrenai recent trends in suburban housing and the need to
i mprove energy consunption in housing were illustrated. Rundale a
medi um size city, planning policies in residential areas were denonstrated.

7. In Riga, the capital city of Latvia, the study tour participants
visited the central area and the city core with their rich architectura
heritage in need of repair and mai ntenance. Urban transport policies,
environnental protection neasures and the renovation of the building stock,
particularly of the post-war housing estates, were key issues. Legislative
neasures and increased resources for the control and nanagenent of
renovation activities to be carried out by the private sector were al so

di scussed.

8. In Ogre the need for policies for energy conservation in buildings was
hi ghl i ghted. The increased awareness of energy-saving neasures on the part of
the consuners was illustrated. The need for smaller units to regulate the

consunption, production and distribution of energy for heating dwellings was
di scussed.

9. In Parnu (Estonia) planning and housing i ssues were presented and
illustrated. Fornmerly, planning was a central government responsibility, but
after the local government reforminitiated in 1990, the national and
muni ci pal |evels were established as the official |evels of planning. Péarnu
was an exanple of a city where a nodel master plan and a strategic plan were
drawn up, providing an opportunity to test the planning process.

10. In Raplathe land reformin Rapla county was presented and di scussed.
Clainms for restitution of property that had been confiscated after the
annexation of the Baltic States by the Soviet Union had sl owed down the
privatization process in the country. The restitution issue confused new

i nvestors about the ownership of properties that they were interested in
buyi ng. The role of |ocal government, as laid down in the Estonian
Constitution of June 1992, was expl ai ned.

11. In Rapla the issue of rural devel opnent was al so di scussed at tKuhl a
Estate In this connection two probl ens were brought up. First, production on
many big collective farms had nearly ceased as a result of the econonic
reform Second, the restitution of land to the previous owners or their
fam | i es based on the 1940 property delineations had created many small farns
unsuitabl e for nodern agriculture. Many of these properties no | onger had
any farm buil dings, and the new owners were often townspeople without farmng
experience. In both cases, the result had been a decrease in overall farm
production and had led to transitional problenms in the agricultural sector.

12. In Tallin the capital city of Estonia, the old town with its nedieva
baroque and neocl assical architecture was visited, together with the Kal amgja
wooden housi ng areas, the Lasnante suburban housing estate and the Pirita



HBP/ R. 368
Page 3

garden suburbs. The old town was well protected and preserved and restoration
had been carried out. Changes in the ownership of buildings would create a
need for control and conservation advice. In multi-storey housing estates,
the privatization process had resulted in a |arge nunber of owners.
Consequently, it was becomng difficult to manage those buildings as their
owners had different inconmes and expectations.

13. Al t hough the study tour participants were fully aware of the
di fferences between the countries visited, it was agreed with all the host
countries that one final evaluation session should be held. It took place on

Tuesday 26 September 1996 in Tallin at the Mnistry of the Environnent. It
was chaired by M. U no Kala, Vice-Chancellor at the Mnistry, with the
participation of M. Volli Kalam Director of the State Housi ng Board of
Est oni a.

14. The study tour participants thanked the authorities for the excellent
arrangenents, the highly interesting visits in all three countries and the
generous hospitality offered during the entire visit. The study tour
contributed to a better understanding of the problens, solutions and
policies adopted on human settlements and the specificities of the countries
visited, enriching the know edge of the participants.

SUMVARY OF THE DI SCUSSI ON

Housi ng and privati zati on

Key issues in housing: quality, availability and affordability

15. The quality of housing stock seens to be one of the major problens in
the countries visited. Dwellings are overpopul ated. High-rise buildings are
nostly of low quality, due to the |ack of maintenance. Large open spaces
bet ween bui | di ngs nmake the urban | andscape desolate and difficult to handle.
Thermal insulation is neglected, roofs are in poor condition and joints

bet ween | arge panels not properly sealed. Special problens arise in the
comon parts of buildings in shared ownership, while in private rental
housing conflicting interests between | andl ords and tenants continue to
hanper mai nt enance.

16. Responsibilities should therefore clearly be defined for all the actors
involved. It is inportant to find appropriate rules for the conmunity of
owners. In particular, a legal institutional framework for the decision-
maki ng process for managi ng the owner-occupi ed housing stock is needed. A
provi si onal framework should include a nechanismfor dealing with owner-
occupi ers who default on their paynents for the common operating expenses,

i ncluding nmaintenance, renewal or nodernization. The issue of quality will
be a great challenge in future. Economc growh will result in the need for
hi gher-quality buildings. The denolition of some high-rise buildings in very
poor condition should be considered.

17. Availability did not seemto be the major issue in the Baltic States.
Roughly there are enough houses. The demand for housing is falling because
of emigration, but this does not nean that no new houses are needed. New
housi ng shoul d be planned and built nore in line with the needs of different
soci al groups.
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18. As rents are very low, affordability is not really a problem However,
househol ds face hi gh energy costs. Negl ected thernmal insulation nmeans very

hi gh energy consunption. This requires urgent action, which could give
positive results fromboth the econonic and environnental point of view
Partici pants saw sonme successful exanples of inprovenents nade with
relatively little noney.

19. It is inmportant not to waste tine but to start even on snall-scale
pil ot projects, and spread information on inprovenments made, the results

achi eved and the nmeans required. Revenues fromprivatization/restitution for
public investnment could help to fund the rehabilitation of existing

bui | di ngs.

Privatization

20. Two main aspects of privatization were considered: thestitutionof
confiscated property and therivatizationof |and and housi ng owned by the
State, nunicipalities or other |egal entities.

21. In Estoni a Parliament passed |egislation concerning the ownership and
sale of land and real estate in 19931/ These laws instituted private
ownership of |land and real estate for Estonian citizens and enterprises.
Foreign enterprises are allowed to acquire | and or prenises necessary for
their operations, subject to perm ssion by the municipal authorities. In
Latvialaws on the privatization of |and were passed in 1991 and 1992. As in
other Baltic countries, privatization started with the restitution of
ownership rights to former | andowners, which slowed the process considerably.
Forei gn conpanies are not allowed to own |and for business purposes. The Law
on the privatization of State and nunici pal housing was adopted in 1995, so
the privatization process had hardly started.lithuaniaallows private
ownership of land only for Lithuanian citizens. About 10% of the land had
been returned to its previous owners by the beginning of 1993.

22. The restitution issue causes some uncertainty for investors regarding
true ownership. InLatvia for exanple, the period for filing restitution
clains in towns and cities was scheduled to end in mid-199%. The general
right toclainms is 10 years. |iEstoniaand Lithuaniathe deadline for the
submi ssion of restitution clainms passed in 1993, and the clains are currently
bei ng reviewed by |l ocal authorities. This process nmay take a long time. The
previ ous owners inLatvia can choose between getting back their [and or

recei ving conpensation in the formof vouchers or other |and. LUinhuania
the previous owners receive conpensation for their property in the form of
either a | unp-sum paynent or shares in enterprises. Estoniathey receive
conpensati on vouchers, which can be used for privatization acquisitions.

23. Sone steps have been taken in the countries visited to draft
legislation to deal with the decision-naking concerning the naintenance of
conmon spaces (staircases, roofs) and the | and between and around apart ment

bl ocks. For exanple, in Estonia quite strict regulations were established to
organi ze owners' associations, but they proved difficult to inplenent.

Anot her conmon feature underm ni ng housi ng nmai ntenance is the generally | ow
incone | evel of the new owners, in addition to the |ack of a proper financing
systemwi th | ong-term | oans, nortgages, etc.
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24. During the privatization process it is inportant that the countries
consi der establishing very precise regulations on (i) managi ng mai nt enance;
(ii) the decision-making process; and (iii) acceptable financing systens.

25. Privatization does not solve all problens. Managenent efficiency can
not be inproved until problens over ownership are settled. |If a decision was
taken to sell to the sitting tenants, an effort should be nmade to retain a
sufficient nunber of rental units in public ownership to provide a stock of
soci al housing for | owincone and margi nal groups. The situation where one
singl e owner can be mai ntained, as with cooperative dwellings, can facilitate
renovation and nmi ntenance work. This can prevent conflicts of interests
among owners. Ownership in buildings should be broken up (condom niunms) only
after renovation and nai ntenance work has been carried out. Legislation
regul ati ng nanagenent, deci sion-making, responsibility and sanction for
multi-famly dwellings with different ownership patterns is inportant and
necessary.

Urban renewal and housi ng noderni zation

26. In the historic cities that were visited, little had been invested over
t he past 40 years, except in buildings which had special governnent support
due to their inmportance as historic buildings and tourist attractions.
Conservation policies were generally restricted to the nost "obvious"
bui I di ngs, but generally decay occurred as the nai ntenance of buil di ngs and
t he noderni zation of technical infrastructure were negl ected.

27. Renewal activities can be used to achieve very different ains. One
priority objective of urban renewal should be to inprove the |iving
conditions of the population by intervening in the existing social
connections of buildings and infrastructures. Another major goal may be to
prevent the devaluation of the invested capital or to influence the

popul ation structure of a given city or district. Another aimof urban
renewal nmay be to boost the construction industry and to provide jobs. Urban
renewal can aimto preserve the cultural values expressed in settlenment forns
and architectural styles. It can also stop or at |east reduce processes in

t he housing sector which are inconpatible wth sustainable devel opnment.

28. The wi de range of tasks involved in urban renewal are: nodernization;
repair and nai ntenance of the building stock and infrastructure; inprovenent
of the urban and rural environnent; upgradi ng of social and comerci al
services and related facilities; inmprovenent of urban and regional transport
networ ks; and preservation of the architectural and cultural heritage, taking
into account social, econonmic and environmental factors. |In the specific
context of the study tour, the follow ng issues were highlighted:

(i) The inmportance of not concentrating exclusively on the historic
val ue of the buildings and sites;

(i) The need to take tinme and anal yse the problem properly. The
urban renewal process will take several decades. |In npst western countries
the process started 25 years ago and is still not conpl eted;

(iii) The possibility of selecting specific areas and investing the
scarce avail able resources there, rather than in an entire inner-city
district. The area-based approach has been successful in a nunber of
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countries. Sone small interventions can be carried out outside these areas
to make people confident and gradually involve themin the planning process.
Wth budgetary restrictions, priority programes should be defined. Criteria
for the definition of renewal areas nostly include both technical and socia
probl ems. This has usually been successful for the designated areas, but in
many cases has shifted problens to other parts of the city. Therefore, it is
inmportant to create nore flexible instruments on |ocal levels not strictly
limted to such areas;

(iv) The need in sonme places to reorgani ze the deci si on-maki ng process
to give non-governnental partners an explicit, powerful role. Convince non-
profit organizations that they can play an inportant role in housing renewal .
Their efficiency depends on the organi zational and | egal regulations as well
as the amount of control given to the residents. The latter find it easier
to make their voices heard in conparatively small organi zations - connected
for instance to a specific housing estate - and in cooperatives with a higher
degree of resident identification;

(v) The need for incentives for the private owner or investor at a
ti me when public intervention is nore linmted. Long-termcredit and
nortgages for renewal, nodernization and new construction are needed. The
di sadvant age could be that rehabilitation will occur nmostly in high-val ue
areas, where rent increases pay for the necessary investnent;

(vi) The fact that market forces alone will fail to solve housing
probl enms when demand exceeds supply, as investnents concentrate on the nost
profitable building sectors, thus often generating a gentrification process.
Urban and housi ng renewal may be used as an instrunent to influence the
popul ation structure in a given district. Attracting residential functions
in the inner city can help to keep residents there. The aimis to create a
bal anced population in ternms of age, incone and types of households, as well
as to keep the inhabitants in the city to prevent further segregation

(vii) The possibility of adopting soft renewal schenes with [inited
financial resources both fromthe State and fromresidents. These include
| owstandard renewal projects that reflect the financial possibilities of the
tenants. Al so, a step-by-step approach may be nore in accordance with the
tenants' needs. Such a schene may start with urgent repair works together
with provisions for future nodernization. This saves both public and private
noney w t hout hanpering the gradual adjustnent to contenporary housing
st andar ds;

(viii) The need to stinulate tourism it constitutes a val uable econonic
activity. Hgh-quality inner cities are a top asset for the econony.

| mproving thernmal insul ation

29. Thermal insulation is a major problemin the Baltic States. In the

past energy was supplied cheaply and no efforts were nade to save energy.

Now energy is sold at world market prices. Special enphasis should be put on
devel oping strategies to encourage owners and tenants not to waste energy and
i ntroduce energy-savi ng nmeasures.

30. Ener gy-savi ng programmes can, in fact, be used as a starting-point for
urban renewal, as inplenentation costs are in tinme conpensated by | ower
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energy bills both for the State and for individual households. It is

advi sabl e when thernmal insulation is conpleted, to install individual neters
in an effort to achieve technical inprovements together with changes in

i ndi vi dual behavi our.

31. Pilot projects can have a nultiplier effect. Their results should be
publicized and informati on about the project should be provided
systematically to the inhabitants. Energy-saving options should be provided
to the owners or tenants. A choice according to financial possibilities and
time avail abl e shoul d al so be made possi bl e.

32. It is normal for rents to be increased when inprovenents have been
nmade. However, even in an otherw se free housing market, rent increases
shoul d be controlled. |In a project shown in the study tour, rents were not

i ncreased, because an international aid programme had funded it. However,
such precedents make it difficult to raise rents el sewhere.

Urban and rural planning

33. Both the old town structures and the urban devel opnent of the Baltic
cities are simlar to those in other ECE countries.

34. The cities' main features took formafter the Second Wrld War, as in
ot her central and east European countries. The unlimted power of the State
and nmunicipalities to purchase |and and property, to act as mmjor devel opers
of the housing and social infrastructure and their exclusive control over

i nvest ment decisions and priorities, had a crucial inmpact on the spatial
pattern of socialist cities and districts. Wthout any continuity with the
historic city, rapid popul ation growth was acconmodat ed t hrough t he const ant
expansi on of the urban area with the construction of high-rise panel bl ocks
i n densely popul at ed housi ng est ates.

35. Massi ve investnent in the past two decades has resulted in uniform
housi ng types across the countries. The devel opnent on the outskirts was
suitable for |arge-scale industrialized housing production in a

nonof unctional structure. Urban planning served the needs of a supply-driven
housi ng system where unifornity and econom es of scal e were dom nant

consi derations. The obsession wi th new housing construction on the urban
peri phery also led to under-investnment in the nmaintenance of the existing
stock. Peripheral housing estates are usually surrounded by a | oosely

devel oped suburban fringe of detached and seni-detached housing.

36. In Latvia nore than 80% of all dwelling units built since 1960 are
flats in nulti-storey housing blocks. Ilnithuaniag the nunmber of storeys in
residential housing blocks built after the Second World War is:

19% of bl ocks have 1-2 storeys;
9% of bl ocks have 3-4 storeys;
44% of bl ocks have 5 storeys;
17% of bl ocks have 6-9 storeys; and
11% of bl ocks have 10 storeys or nore.

37. According to alLatvianreport, construction of detached single-famly
housi ng was banned in the capital city Riga from1960 to 1988. Hsthoni g
only 9.3% of the total surface area of residential buildings produced in
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1975- 1985 consi sted of detached single-family houses. In all Baltic
countries, the nost comon residential building is a five-storey block. The
majority of these buildings lack lifts, and this is likely to cause ngjor
difficulties as the popul ati on grows ol der.

38. The need for a new "planning doctrine" primarily refers to new buil ding
production. There is hardly any need to build rmulti-storey housing bl ocks of
the present type. The denmand for such housing can be satisfied by utilizing
the existing stock. On the other hand, it would seemrational to consider
buil ding smaller, nmore densely built structures.

39. It is essential to be aware of the consequences and costs of |and
consunption as well as the advantages of intensive over extensive
devel opnent. Intensive devel opnent does not entail construction everywhere,

nor the suppression of all open space in the urban fabric, but rather avoids
construction on the urban fringe as |ong as reasonabl e possibilities exist
for construction within the already built-up areas. Reconversion of abandoned
i ndustrial sites, upgrading of public space and close extensions of the

exi sting urban area, are neans to this end.

40. It is advisable for the countries to adopt the concept of sustainable
human settl enents devel opnent, since the initial phase of the planning
process nmainly focuses on: (i) the creation of comunities; (ii) community
i nvol verent with the participation of residents; (iii) pronoting
environnental practices such as recycling, waste managenent, energy
efficiency at the nei ghbourhood and househol d | evel .

41. Public transport networks seemto neet their purpose. The cost of

mai ntai ning these public services is currently being re-evaluated. As the
average nunber of cars rises, it is feared that public transport networks
will be cut. Plans for such a reduction nust be very carefully scrutinized
for both the i mediate and | ong-term consequences. As far as traffic
arrangenents are concerned, the need for non-notorized transport shoul d be
exam ned. Strictly regulated parking and road pricing are al so powerful
nmeans of controlling traffic flows.

42. During the study tour, the area planning process of Parnu (Estonia) was
described in detail. Planning focused on strategic issues, and the first aim
was to define the devel opment trends in the region. Another target was for
the local nunicipalities and various administrative sectors to reach
consensus on planning goals and activities. A particular advantage of the
Parnu area plan was that not only were "technical" ains set for the planning
process, but an overall vision of the whole region and its devel opnent was
drawn up.

43. The study tour provided nunerous exanples of how land restitution had
created sone | egal anmbiguities, which left roomfor uncertainty, especially
when privatization schenes were subject to revision. Sonetimes the outlines
of buildings did not always coincide with | and ownershi p boundaries. A

mul ti-storey building could stand on | and bel onging to several owners.
Conpensation and | and exchanges were conplicated to adm nister, given the
limted nunmber of |egal personnel. Major cadastral work had to be carried
out, including the establishment of |and registers.
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Not es:

1/ According to the Law on the Revision of Estonian Land Reform
(June 1996) land can be restituted or privatized on the basis of the
exi sting maps. This anendnent to the Law may help to sinplify and
speed up the Iand and property reform

2/ It ended in June 1996.



