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Abstract

The French housing system, and particularly its social rental component, are often pictured as
highly exceptional, and rather complicated. We shall argue that it is not so much exceptional in
comparison with other North-western countries in Europe, but has in fact a lot of similarities
with social housing in Austria, Denmark, Finland or the Czech Republic.

The main “exceptional” features relate to social housing finance, balance between tenure
status and the structure of the stock (housing types and location).

As regards social housing finance, private funds, both from firms (*1% patronal”) and
households (“Livret A”), have been “mobilised” through special circuits.

The relative strength of the private rental sector, which is itself composed of several segments
providing for a variety of products, is another French specificity.

Finally, the high percentage of collective dwellings, concentrated in remote urban areas, is
another characteristic of the French social housing stock.

What lessons can be drawn from the French experience.

In a positive sense, the state-regulated circuits of private finance for social housing have
proved their efficiency in supporting social housing delivery. But they are not so easily
compatible with European single market regulations.

Second, in a context of general rise in prices, and large scale gentrification processes in main
cities, the social housing stock is in practice the only way by which some form of social mix can
be maintained in tight market zones, like central Paris.

In a negative way (what not to do), the excessive concentration of social housing in large
estates, and the lack of individual houses in the social stock has favoured deprivation.

Finally, decentralisation of decision-making has raised “nimby” effects, as local politicians are
reluctant to welcome low-income households.



Introduction : Social housing under attack

In most of European countries, the importance and legitimacy giuthlee housing stock set up
during the “Glorieuses” decades has been subject to a re-examisiatien2 decades, which
has led almost everywhere to a slowing down (or even a stopnefractions and a decrease
of the housing stock and of construction subsidies. The implementatiomgite SViarket
European rules could lead to further reductions of the social housingisttwse countries
where it still represents a significant part of existingtiwgs.

In this general landscape, the French situation might appeaarpyims exceptional: the social
housing stock has not declined in the recent years. France remaimd thre few countries
where the construction level is still high, and where a palitonsensus has been maintained
on the necessity to maintain a high social housing delivery.r@uturrent evolutions with the
ongoing reform of loans distribution to social landlords, the launeéhmbgramme of sales to
tenants and the change in rent regulations, in order to obligeenulddis households to get out
from social housing, represent a normalisation in compariséntiatEuropean average.

Once examined more precisely, nevertheless, things are siohsie.

* First of all, there is not a European norm, but several mddelsast three) that coexist in the
European Union;

* The process of residualisation of social housing, even thougasitstarted in a number of
countries, is nevertheless far from being a general trend;

* Finally, the question of the development of social housinglaearly opened, not only in
countries that never had or no longer have a formal social housitay, s Mediterranean or
Eastern European countries, but also in countries where resitioalisas started earlier as the
UK. Given the very low price / elasticity of housing supply andgharp increases in prices
experienced in the last 10 years, most European countries ang &dtordability problems,
thus putting social housing back on the political agenda.

The first section of the paper draws up a comparative pidgtusehich it appears that France,
far from being an exception, is rather representative of wdatlde considered as a “main
stream” European model, consisting in the coexistence of an influsotial rental sector with
a limited development of home ownership, thus avoiding both theéuedisiation process and a
strong polarization of tenure status.

But the French social rental sector does exhibit a number ofigsites, which are identified
in section 2.

Finally, section 3 analyses current trends in some other \Néegtern countries (Netherlands,
Sweden and the United Kingdom), which are contrasted with chamgfes current position of
social housing in France.



1. Housing tenures and public intervention: the Euopean diversity

In EU-27, the social rental housing sector represents about 22idnnfibusing in 2005,
accounting about 10, 5% of principal dwellihgBehind this average, some strong disparities
exist (see figure 1 below), in which we can nevertheless fgehtiypes of socio-institutional
configurations:

- The first group corresponds to countries where the social stadidst inexistent (less than
5% of the total stock of dwellings). 11 countries belong to this giagjuding 7 new member
state$, 3 Mediterranean countries (Spain, Greece and Portugal)l,.ypkesnbourg;

- The second group corresponds to countries where the social hotmiRgrepresents a
residual percentage: between 5% and 10, 5%; this heterogeneous grocpuotries includes
Germany, Belgium, Italy, and Ireland and among new mematssstBulgaria and Malta;

- A third group emerges which is very different from the 2 othiéliscludes countries where
12.5% of households or more are accommodated in the social rented ¥éth a stock of
more than 17 millions units of social housing, this latter groupaafudtries, including France,
represents 77% of the social rented housing sector of the EL8 fidmaining other countries
are countries with a strong social-democrat tradition (Austbenmark, Finland, The
Netherlands and Sweden), 2 Eastern European countries (Poland azé¢heRépublic) and
Great Britain. The Dutch stock is proportionally the most immortaith 34% of total
dwellings, but the most important housing stock in Europe remains tfiehBme, with almost
5 million of social rental units, representing still 18.5%haf total stock of dwellings in 206
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1 11% if we consider only EU-15; the enlargemerthef EU to PECO has thus not slightly changed tluason.

2 Namely: Chyprus, Estonia, Hungary, Letonia, LiiaafRomania and Slovenia.

% In fact the Viennese stock, amounting to more th@% of overall housing units, is the most importahe
Austrian average of 21% masks indeed a remarkatérast between the “Red Vienna” and the rest ef th
country.

*In fact, if we add to the HLM and SEMs (“Mixed exomy companies) housing stocks, the municipal/publi
stock (State and local authorities), the Frenchshmustock is approaching 5 million units. It igstldefinition of
social housing which is used in the Housing accoestablished by the INSEE.



UK is also exceptional for the high proportion of owner occupatitm;iwis approaching, with
70% of home owners, “meditarranean” or “east-european” ratesong North-Western
European countries, only Ireland, Luxembourg and Norway have swsaxédiome ownership.

Along with the Netherlands, where the social rental sesttdaminating” the housing market
(Kemeny & alii [2005]), Germany is the other “special cas@th such a small social stock,
within a very large rental sector

If there is something that could be identified as an “avéragémainstream” European model,
it has to be searched among the 7 other countries in this tbirg ghere we can find France, a
block of social-democrats countries and 2 Eastern countries,zéneh @Republic and Poland.
The owner-occupied sector represents 40 to 60% of households, and thé®asiiad sector
represents between 40% and 60% of the total rental sectofigee® 2 below). Except in
Poland, where the private rental sector is residual, the 6tlwauntries (Austria, Denmark,
Finland, France, Sweden and the Czech Republic) present, with 0 ZZB% of private rental
housing, a “balance” of tenures.

With about 70 social housing for 1000 inhabitants, France stands in anddtary position in
Europe, between countries where the density of social housingrs mmportant, as the
Netherlands (155/1000) or the United Kingdom (106/1000), and those whevery iweak, as
Germany (30/1000) or Italy (16/1000).
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Figure 3

o Housing tenure in "'main stream™ Eurepean countries
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Two more things must be underlined:

1) The relative weight of the social rental sector is broadhp@rtional to national wealth ;
the countries where it is more important are the wealthiesxcept for Belgium,
Germany, Italy, Luxembourg and Norway, the lowest GDP per capéagenerally
associated with small or inexistent social housing sectors.

Figure 4
Social housing and GDP per capita (2005)
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2) The “main stream” countries have lot in common in their historyoi$ housing; on the
contrary, countries with “residual” SHS have very diversgomal trajectories.



What is rather surprising is that France appears very ¢tobssocial-democratic” states of
Northern Europe, such as Denmark, Finland and Sweden, desgaetttieat social-democracy
has never dominated political life. The result is that thedfrease doesn't fit well into usual
typologies of housing welfare policies: neither Esping-Anderd®9(] distinction between

“liberal”, “social democratic” and “corporatist” states, Kemeny’s [1995] distinction between
“unitary” and “dualist” housing systems give account of the s@gjal housing is managed and
controlled, and interacts with the other components of thedgagstem.

2. Ownership, finance and governance

In this section we shall compare France with Great BritaemNetherlands and Sweden, whose
social rental sectors usually depicted as representative ofretudbalised and unitary-
generalist systems respectively; these four countriese haere than 13 millions of social
housing units, 60% of the European social rental sector.

As seen above, each of these countries has a particulae t&ructure:
importance of the private rental sector (Z)6r France ;
weight of the ownership (70%) and weakness of the private rentalnigossctor in
Great Britain ;
presence of a third sector (cooperative) and low rate of lmevnership in Sweden ;
importance of the social rented sector (34%) in the Nethesl

Besides the relative weight of the housing stock, the socitddesectors of our four countries
can be distinguished by the access conditions to housing, thetbgalaf social landlords, the
form of grants and funding which are allocated to them, and thertptype.

1) Access to social housing

To take the terminology proposed by Laurent Ghékiere (1997), the cabsérmaximum
income ceilings in Holland and Sweden, enables us to qualify the rabdetial housing in
application in those two countries as “Universalistic”.

With the existence of maximum income ceilings, but high enouglivtoagcess for 71% of
households, France corresponds to a “generalist’” model. Thellso-tdLM” ’ sector has
always offered a variety of products: standard social housinglared workers, upper social
housing, for middle class households, and “lower” social housing fomtire vulnerabfé
Austria and Denmark can also be included also in that model

The British case is very special: the more restrictivess conditions to social housing (based
on priority housing needs) justifies its description as “re$idbat given the importance of the
social stock, the most relevant term would be “targeted” ionitdd”. In other European
countries, when social housing is tightly targeted on specifiegodes of populations, it
occupies a marginal position in the housing system, as is abe i Eastern Europe,
Mediterranean countries, or Ireland. Strictly speaking, onlynf@ay and Eastern should
deserve the label “residualised”.

® 24% if “other tenures” are put into the rentalteec
" HLM stands for Habitation & loyers modérés : Maderents housing.
® Those products are funded by distinct categoriiésans.



2) Ownership

The legal status of social landlords is another importantnexie of identification and
differentiation of national models.

In France, the social housing stock is owned and managed by 2okilaaigllords: the “offices

publics” (public agencies, owned by local authorities: cities coumirs - “départements”) and
the social firms for housing (ESH: entreprises sociales bitdx which are non-profit

maximising private companies. The “offices” and “ESH” forne tformal HLM sector, and
have an “umbrella” representative organization : the USH (Ufaorsocial Housing). They
manage 4.3 millions housing units. Non-profit associations and “mizedoeny” companies

(Sociétés d’économie mixte, whose main shareholders are lottadriies, associated with
private capital) are owners-managers of another 0.6 millionfinallly the State, public firms

and municipalities are direct owners of 0.2 million supplemgrdwellingé’.

This variety of social-landlords, both municipal and independenmiging associations or non-
profit seeking bodies), can also be observed in other countriesjalypm Austria and the
UK.

- In England and Scotland, the housing associations are today alnimspartant actors as
local authorities after 20 years of transfers of the housing gtoon these latter. These
transfers were imposed by the Conservative government in ortieittmunicipal control on
social housing.

- The juridical status of Dutch social landlords is rather clésdhe French ESHs than the
British housing associations, and there is practically no othen fof social housing
ownership.

- Finally Sweden is characterized by the coexistence of a munigpted sector and an
important cooperative sector almost equivalent in termsadé;sc

The “public” nature of social housing takes thus several formte stanership is very rare,
local authorities’ ownership is very common, and almost all cosnhvéa’e social landlords
with a status of non-profit organisations or of companies with aifgpstatus, which are
subject to public regulation and “public services” constraints. Antoaljsgreat European
countries, Germany is the only one where “formal” social housing,rumae or another of
these forms, has almost disappeéoned

3) Central or local control

Except in the UK, a general trend can be observed all over Ewbpé tends to transfer
responsibilities and decisions in housing from the national tata level, especially for what
regards the amount and location of new constructions. Strong regiffiea¢mtiations of are

already observed in federal countries like Germany or Austhare social housing conditions
in Berlin, Hamburg or Vienna are very different from those thavail in the rest of the

country. France has long been highly centralised, but building geamdt urban planning are
entirely in the hands of lord-maires since the decentraliséws of 1982. And the scope of
local responsabilities in social housing (distribution of loans andr attate aids) has been

% So that the social housing stock can be valuéeib 4.3 millions of units in the formal “HLM” séor, or to 5.1
millions in a broader definition, including dweljmot eligible to government grants and loans.

9 Municipal housing has always been limited, andia housing was a temporary status, for a limjpediod of
time.



extended in 2004. So that, like in other countries (like Austri&ermany), local housing-
welfare regimes are emerging.

4) Housing types and location

One of the main specificities of French social housing is the frigportion of multi-units flats,
and the strong concentration of bid social estates (with mores@t@ahousing units) in a small
number of towns, which can partly explain the acute charactbedo-called “suburb crisis”,
highlighted by urban riots of October and November 2005. 86% of thengxunits are flats,
rising to 97% in the Paris area. Large estates (“ grandsnélfe®”) of more than 500 dwelling
units represent less than 6% of the stock at the national Ibuel,12% in the Paris
agglomeration.

5) Subsidies and funding

A last important element is the level and forms of the putdicsing subsidies, in particular the
division between housing benefit (individual housing subsidies for peopte)anstruction
subsidies, on which we will come back later. With 4.45% of puipiending and 1.65% of
GDP devoted to housing subsidies, the level of government expenditureusing in France
is similar to what it is in other North-Western European atesitsuch as Denmark, Finland,
the Netherlands or the UK. Like in other European countries, aiveashift has occurred from
grants and subsidies for producers to personal allowances for consantetax expenditures,
which now represent one fourth of a total of 25 billions euros. Thoseeadiscal subsidies
are now more important for landlords of the private rented sdudor for the social housing
rented sector. The shift in public aids towards housing benefitedsia 1977 with a reform of
the housing funding system. Today, the subsidies for consumers reépnese than three
times the amount of the subsidies for producers.

The only peculiarity is the massive government subsidies fankég estates’ regeneration
within the PNRU (National program for Urban regeneration) initiane2004. But, unless on a
more limited scale, similar programs have been launched in &&nreermany and the
Netherlands.

Table 2 Effective government spending on housinillions )

1984 % 1984| 1995 2000 2003 2004 % 200
Grants and subsidies 9,61 80,55 14,96 17,66 18,76 8,99 75,85
to consumers 4,84 11,33 12,90 13,87 14,39 57,44
to producers 4,76 3,63 4,76 4,89 4,61 18,44
Tax expenditures 2,32 19,4¢ 3,8t 6,07 6,11 6,0t 24,1¢
for owners 0,99 1,62 1,00 0,43 0,32 1,28
for social landlord: 0,72 1,21 1,8¢ 2,0C 1,9¢ 7,71
Exemption from property 0,30 0,60 0,61 0,70 0,73 2,92
tax forsocial housin
Reduced VAT rate of 2,20 2,63 2,73 10,90
renovation of socia
housing
Total 11,9¢ 10C 18,¢ 23,7¢ 24,87 25,0¢ 10C

Source : INSEE (2006;ompte du logement 2004



Thus, the true French specificity consists in the way @ispending has been directed towards

social housing, through 2 distinct mechanisms :

- the most important one is the “off-market” distribution of loans Ipuhlic financial body
(the Caisse des Depots et Consignations - CDC), through théectioo of savings
deposits made on a special tax free savingbook (called “Livret Alose loans are very
long run loans (50 years) with below-market interest rates.

- the other, and less important mechanisms is the so-called “fféna@ld, a tax on wages
paid by any firm above 19 salaried-employees, whose product is akgigr@using
benefits or loans to social landlords).

The CDC distributes 5 billions loans yearly (total outstanding loans amount to 75 billigns

and the employers contribution amounts to 1 billiomhose amounts are broadly equivalent to

the total of state aids to social housing (either direct swssidi indirect aids through tax
exemptions).

3. General trends in Europe: towards residualisatio n?

On average, the size of the social rental sector has theclining over the last two decades,
even in countries like Sweden and the Netherlands, where it dyde®ted in social and
political history, and has been a pillar of the welfareestat half a century and more. Selling
social dwellings to sitting tenants is the main way by which gbeial stock is reduced.
Demolitions, set up under massive Urban Renewal prograjatsescontribute to that purpose.
Apart from former socialist countries where - except in Rbland the Czech Republic - most
of the social housing stock has been sold to residents (see H2§edlisGermany and the UK
are the countries where the most important process of reductiba sbcial housing stock has
been experienced. In Germany, the decline of the socirascdue both to the progressive
exit of private regulated stock from the social regime, mde recently to massive sales of
municipal housing to pension funds.

3.1 Privatisation and increased targetting : the British laboatory

While the total stock of dwellings in the United kingdom was iasirey from 21.6 million
housing to 26.4 million housing from 1981 to 2006 (+22,3%), the number of sociaidnouess
decreasing from 6.8 million to 4.9 million, a decrease of 31@%8t5% in the same period.
This reduction benefited exclusively to owner occupation (which iseckrom 12.4 million
households to 18.5 million, accounting 70%), the share of privatedreetetor remaining
almost unchanged (11, 3% in 2006, even if this sector represenysatddiional 600 000 than
25 years ago). The reduction of the share of the public renteat s®etill going on, but to a
less important rhythm. A recovery of new constructions has eemriegistered in recent years
(see figure 5).

The essential instrument of this reduction wasRlght to buya right to buy for sitting tenants,
which in fact was an obligation to sell for social landlords. éMtitan 2.2 million of social
housing dwellings were sold, including 1.7 million in England, in twocassive waves, in
1982-84 and in 1989-90. At the same time, more than 1 million of doaising dwellings
were constructed; their share in new constructions varies af®%dsince the middle of the
1990s.



After reaching a third peak in 2003 and 2004, around 80 000 of annual loseciflehousing
sales (see figure 6 below) have undergone a slowing down in 2006 and 280hdle 20 000
in 2007). They have in particular decreased in London, withthess3 000 sales in 2007.

The size of the British social housing stock seems tiliseaaround its current level.

The best part of the stock has been sold, contributing to the pzatpmeriof the residual
housing stock and to its concentration in less attractive neighbourhosdstatéd by Mark
Stephens (2007the Right to buy has clearly contributed to the process of residualisation
experienced by the social rented sector, because in general thevasost affluent tenants that
exerted the right to buy; as a consequence the less affluent pes@enly access to the less
attractive properties. But the RTB is far from being the onlyofashich has plaid a role: it
has coincided with the shift from the subsidies housing policies ts satisfaction policies for
the most disadvantages people; reinforced by the 1977 law on homeless(pedfleose that
have followed) which has compelled local authorities in all the tokprovide permanent
housing to house priority categories of people involuntary without htbmes.

Besides the sales of housing to occupants/sitting tenants, artantganogramme of transfer of
properties from local authorities to housing associations wagpsethich has concerned about
1 million of housing in England, hence the former has decreased 988m of the social
housing stock in the 1980 to 55% in 2006 (See Stephens [2007]).

Figure 5
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Royaume Uni - Part du logement social dans le parc
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Figure 7

Right to Buy Sales: Cumulative Total (England)
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Figure 8
Ventes de logements sociaux en Angleterre 1981- 2007
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3.2 The Netherlands

With a stabilized housing stock, since some years around 2.4 noflitiousing (that have
slightly decreased since 1997, after having risen up to 500 000 wmirifie i80’s), the Dutch
social rented housing sector has seen a slight reduction o#rts shprincipal dwellings since
the beginning of the 1990s, but remains nevertheless the higlht#s# European countries,
accounting less than 35% of the stock (aga#@% in 1992), and less than 20% of new
constructions (with 12 000 annual housing during the last years, agai®€0 in the 1990s
(see figure 7).

In the Netherlands, we can observe the increase of demolitioraprogrs (10 000 to 12 000
per year) and the existence of sales to occupants sinct"1§88ilised around 15 000 housing
per year. These sales constitute for organisations as nvelstument for the management of
their housing stock as the effect of a voluntary policy of reduaifaiie housing stock. But

there is a current debate on the scale of the future stockshedrby a dispute with the

European Commission.

1 with an original disposition consisting in the amitment of the social organism to take back thesiayif the
purchaser encounters difficulties.

1C



Figure 9

Pays-Bas Evolution du parc de logements 1995-2004
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Pays-Bas Part du logement social dans le parc et dans les
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3.3 Sweden

In Sweden, the relative weight of the different housing tenarestably stable since 1975. The
slight decrease of the social rented sector (municipal)swpglied by a weak increase of the
owner occupation, and especially an increase of the coopesatit@r, the private rented sector
remaining stable since 1985, after having been affecteddoptnuous decline from 1945 to
1985.

Historically (see figure 9 below), the public and cooperativeoss have substituted to the
private rented sector. After a slight progression between 1970 and @88 occupation has
finished to progress since that time.

Figure 12

In Sweden and the Netherlands, an acceleration of sales can lotedxpethe next years, so
that the social stock should be smoothly reduced. Amongstaath&n-Western European
countries, Germany, where the status of social housing hagsabeen limited in the time, is
the country where the reduction of social housing has been more,sagwiee the pressure of
its progressive exits/evictions from the social housing regameé more recently of massive.

In a more general way, Sweden is, among social-democratesstthe one were the most
tremendous change in housing policies was experienced in the 30'theAtwo following
figures show, borrowed to Magnusson [2007], Sweden is the country wigeradsst severe
cuts in government expenditures for housing have been introduced, housiggmbdonger a
net charge for Swedish public finance, but becoming on the corgrast contributor to the
state budget.

Even housing benefits have diminished, at the exception of thusteddo retired people. But

the most spectacular decrease was that of rates subsitlies,have been brutally reduced in
the middle of the 1990s.
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Figure 13 Housing subsidies and real estate taxation in Swex
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Figure 14 Housing subsidies and interest subsidies 1975-2005
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3.4 France: social housing at the crossroads

In January 2006, the formal (HLM) social rented sector was acogu#tB million housing,
representing 17% of principal dwellings (except vacant housing ameday dwellingsy-
Amongst our “mainstream” countries, France is the only one, wétiniark, where the social
stock has progressed significantly in the 80’s and 90’s (about Jomgince 1984, 600 000
since 1990).

Figure 15

Between 40 000 and 60 000 new social housing units have been biyitigehe last 10 years,
but the decrease in purchases from social landlords and the bodemefitions, with the
implementation of the national programme of urban renovationaiexgthe slowing down
measured since 2002 in the housing stock augmentation. If a salelerattmn was
experienced, as it now probable, the stock could diminish signtficwithin the next years.

Figure 17

Démographie du parc HLM 1995-2005
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2 See section 2 above for the formal definitionafial housing.
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Figure 17
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For the first time in the history of post-war France, the ipalitconsensus about the size and
regulation of social housing has broken, and significant changesgovisnance are bound to
occur.

1) The special circuits by which social housing is traditigrfainded are going to be reformed.
The European Commission has contested the “monopoly” of public or sernd-finbhcial
agencies (Caisses d’Epargne and Banque Postale) in théulistri of “Livret A” saving
deposits (see section 2 above). The former French governmeghttdriresist this claim, but
after the presidential election, the new government wesmn efurther than what the
Commission was asking. The government, in search for finargsalrces, also wants to use
the “1%” funds for non-housing purposes. Those measures could thredten fuure the
capacity of the HLM sector to finance new constructions.

2) A significant program of privatisations has been announced, witbbgective of 40 000
yearly sales to tenants.

3) In the next few weeks, the French minister for housing, @igig8outin, will present a new
Housing Act that will change the whole regulation of the saeiatal sector. The rent setting
system and the security of tenure are among the main qudstideisate.

But given the accuracy of housing needs and the on-going crisislesstate markets, it seems
very unlikely that a true résidualisation process could be engageds even politically and

socially feasible. Most probably, a smooth decline (with redachtioth in size and financial

capacities) will be observed, and the main stake will bavtid further impoverishment of

social tenants and a reinforcement of socio-spatial segregaticet) could in turn impede any
improvement of the situation in the deprived suburban neighbourhoods.
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Conclusions

It is rather difficult to decide what can be considered asmiafi or “standard” social housing
in Europe. In any case, the French system is by no way “excdptibaarather entails lots of
similarities with those of several other Western European desntincluding Austria,
Denmark, Finland, and the Czech Republic. Regarding the sizee afetctor, ownership and
demographics, those “mainstream” countries have lot in common.

The most distinctive characteristics of the French sa®alor are the balance of housing
tenure, the way by which new investments are funded, and the udbaieetural design of
products.

Where other countries have a deficit of private rental Ingu$trance has a deficit of individual
houses, especially in the social sector.

As regards future trends of evolution, the social rental séxtoow faced to frontal attacks
from the government, whose political agenda could lead to a rasatica process. At the
same time, housing needs and market failures have never beesasdog 30 years, so that
there is little space, socially and politically, for aes® decline in the size of the social sector.
Selling the best portions of the stock to sitting tenants and exclodddje class housing from
social housing, could lead to a “thatcherian” process of “coment’, rather than
“residualisation” which is clearly inappropriate for a soc@&tal sector approaching 19% of
the total number of dwelling units, as is the case in the UK
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