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STATE REGULATION OF THE PROBLEMS
OF INVESTMENT PROCESSES
IN THE CONSTRUCTION OF SOCIAL HOUSING
IN THE CONTEXT OF EUROPEAN EXPERIENCE

Abstract. The article defines that, in general, the existing problem of a sig-
nificant housing shortage in the country is solved by purely state programs for
the construction of low-cost housing. The population buys it, or rents it at low
prices. And construction companies are stimulated by privileges from the state in
the form of tax incentives. Subsequently, the state stops such programs due to the
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saturation of the market with housing, and targeted assistance is provided. State
policy in the field of investment regulation is reviewed in most countries with a
developed social housing sector. A common concern is the fact that the available
housing offers are not enough to meet the existing housing needs. In addition,
there is political uncertainty about the future financing of social housing in many
countries. There is a growing interest in finding innovative sources of funding,
analyzing existing systems for economic efficiency, increasing interest in govern-
ment guarantees, productive combination of funds, developing cooperation with
private developers and receiving investments from institutional investors. It has
been proven that housing for social housing stock lacks attractiveness to attract
the attention of investors. As a rule, in most cases, the landlord expects to re-
ceive material benefits. The constant decrease in the number of social residential
buildings is explained, in particular, by the fact that the construction of new so-
cial houses almost does not occur and at the same time a certain number of resi-
dential premises fall out of the so-called circle of obligations. Such “obligations”
are contracts that establish a period during which the premises may be leased
as social. The signing of new contracts by the owners was not carried out, since
they (the contracts) do not guarantee an adequate level of income. Therefore, it
is believed that this type of obligation should be provided by municipalities and
federal lands, since it is the latter that are competent in the construction of social
residential premises.

Keywords: government regulation, investment, social housing, housing poli-
cy, construction industry.

JIEP;KABHE PEIVJIIOBAHHS ITPOBJIEM IHBECTHIIIITHUX
IMPOLECIB ¥ BYAIBHUITBI COIIAJIBHOI'O JKUTJIA
B KOHTEKCTI €BPOIIEMCBKROTI'O JOCBIAY

Anorarisi. Busnaueno, 1110, 3arajiom, iCHy[0o4y po0JieMy 3Ha4HOI HecTadi JKUT-
JIa KpaiHu BUPIIIYIOTh CYTO J€PKaBHUMU TIPOrpaMaMu OyiBHUIITBA HEJOPOTOTO
sxutiaa. HaceseHHs Kyye iioro, abo opeH/ye 3a HU3bKUMU HiHaMu. A OyiBesibHi
KOMIIaHil CTUMYJTIOIOTHCS TPUBILJIEAMU Bijl IeP>KaBU Y BUTJIA1 TTOJJATKOBUX TJIBT.
3ToJIOM TakKi ITporpaMu 3yMUHAIOTHCS JepKaBoio Yepe3 HaCUYeHiCTh PUHKY sKUT-
JIOM 1 IonloMoTa HaJla€Thes aapecHa. /lep:kaBHa moJiiTuka y cdepi peryaioBaHHs
IHBECTHUIIHHUMY TIPOIIECAMU TEPETJISIIAETHCS B OLIBIIOCTI KpaiH 3 PO3BUHEHUM
CEKTOPOM COIIAJILHOTO JKUTJIA. 3araibHy cTYPOOBAHICTh BUKJINKAE TOH (haKT, 110
HasIBHOI IIPOITO3UIIi1 JKUTJIOBUX [IPUMIIIleHb HEJ0CTATHBO /IS 33/0BOJICHHS iCHY-
founx notpeb y kutii. J[o Toro X, icHy€e mosliTHYHa HEBU3HAYEHICTH 1010 Maii-
GyTHBOTO (hiHAHCYBAHHS COTIATBLHOTO JKUTJIA Y 6AaraTbox Kpainax. 3pocrae iHre-
pec 10 TOMTYKY THHOBAIIMHUX J/iKepest (piHaHCyBaHH, aHAI3Yy ICHYIOUNX CUCTEM
I[0/I0 €KOHOMIYHOI e(heKTUBHOCTI, 301JIBIIYETHCS IHTEPEC 10 JeP/KaBHUX rapaH-
Tiii, IPOJAYKTUBHOTO MTOEAHAHHS 3aC00iB, PO3BUTKY CITIBIIPaIli 3 IPUBATHUMM 3a-
OyIOBHUKaMU i OTPUMAaHHSI IHBECTHUIII#1 Bi/l iHCTUTYIiTHUX iHBecTopiB. [loBeaeHo,
1[0 TTOMEITKAHHIM COIIaJIbHOTO JKUTIOBOTO (DOHLY He BUCTAya€ MpUBabIMBOCTI
JUISE TIPUBEPTAHHSI YBaru iHBeCTOPiB. Y GiIbIIOCTI BUIAAKIB OPEHIOMABEIb PO3-
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pPaxoBy€ HA OTPUMaHHS MaTepiaibHOi Buroau. [locTiline K 3HIKEHHST KIJIBKOCTI
COIaIBHUX JKUTIOBUX OY/[iBEJIb TIOSICHIOETHCS THM, 1110 3BeJIEHHST HOBUX COIliaJIb-
HUX OYIMHKIB Mailke He BiIOYBA€EThCSI Ta O[HOYACHO MEBHA KiJIBKICTh JKUTIOBUX
[OMEIIIKaHb BUIA/A€ 3 TaK 3BAHOTO KoJia 3000B’sa3ab. Taki “30008 a3anHa” — 11e
JIOTOBOPH, 1110 BCTAHOBJTIOIOTH TEPMiH, TPOTSTOM SIKOTO MTPUMIIIIEHHS MOKYTh 3/1a-
BaTH B OPEHJLY SIK cotianbHi. [lifimMcanHs HOBUX JIOTOBOPIB BIACHUKAMU HE TIPO-
BOJINJIOCS, OCKLIBKY BOHM (JIOTOBOPU) HE TAPAHTYIOTh HAJIEKHUU PiBEHD JOXO/LY.
IcHy€ yMKa, 110 TaKoro BULY 3000B’si3aHHsI MalOTh 3a6e31edyBaTiCs. MyHII[UITa-
JiteramMu Ta deaepaJTbHIMU 3eMJISIMU, OCKIJIbKY caMe OCTaHHI KOMITETEHTHI B TIH-
TaHHSX Oy/IiIBHUIITBA COIIA/IbHUX JKUTJIOBUX TIPUMIIIIEHb.

Kimouogi ciioBa: fiep;xaBHe peryJsioBaHHs, iIHBECTHIIIT, COTlialbHe JKUTJIO, KUT-
JIOBA MOJIITHKA, Oy [iBE/IbHA TajIy3b.

IFrOCYAAPCTBEHHOE PETYJ/IMPOBAHUE ITPOBJIEM
NMHBECTUIIMOHHBIX ITPOLECCOB
B CTPOUTEJIBCTBE COIIMAJIBHOTO JKUJIbA
B KOHTEKCTE EBPOIIEMICKOTI'O OIIBITA

Annoranus. OnpeieieHo, 4To B eJIOM CYIIECTBYIONLYIO IPOOJIeMY 3HAYUTE b=
HOTO HEZIOCTATKA JKUJIbsI CTPAHBI PEIIAIOT CyTyH0 roCyIapCTBEHHBIMU TIPOTPaMMa-
MU CTPOUTEJIbCTBA HEIOPOTOro ;KuJibd. Hacesienue 1mokymnaer ero, njin apeHjayer
110 HU3KUM IleHaM. A CTpOUTeJIbHble KOMIIAHUM CTUMYJINPYIOTCS TTPUBUJIETHS-
MU OT roCy/lapcTBa B BUJIe HAJOTOBBIX JIBIOT. BriocsiescTBum Takue mporpamMmmbl
OCTaHABJIMBAIOTCS TOCYIAPCTBOM 110 TIPUYMHE HACBIIIEHHOCTH PbIHKA JKUJIbEM, U
IIOMOIIIb OKa3bIBaeTcs ajipecHas. [ocyrapcTBeHHas MoJaUTUKA B cdepe peryamnpo-
BaHUsT UHBECTUIMOHHBIMH TIPOIIECCAMU TIEPECMATPUBAETCST B GOJIBIITIMHCTBE CTPAH
C Pa3BUTBIM CEKTOPOM COIUAIBHOTO KUIbst. OOIIYI0 00eCTIOKOEHHOCTD BBI3bIBa-
eT TOT (PaKT, YTO UMEIOIINXCS TPEJIOKEHUH KUIBbIX TTOMeIIeHn HeJoCTaTOYHO
JUIST YIOBJIETBOPEHUSI CYIIECTBYIONUX TTOTpebHOCTEl B kuibe. K Tomy ke, cy-
IECTBYET MOJUTHYECKAsT HEOMPEIeJeHHOCTh OTHOCUTENBHO Oyytiero (huHaH-
CUPOBaHUS COIMATIBHOIO KUJIbS BO MHOTUX cTpaHax. PacreT unrepec kK moucky
MHHOBAIIMOHHBIX NCTOYHUKOB (DPMHAHCUPOBAHUS, aHAIN3a CYIECTBYIONINX CHUC-
TeM OTHOCUTEJIbHO AKOHOMUYECKOH a(D(heKTUBHOCTH, YBEJIUYNBAETCS MHTEPeC K
rOCyZIapCTBEHHBIM TapaHTUAM, ITPOJYKTUBHOMY COYETAHUIO CPE/CTB, PAa3BUTHIO
COTPYJHMYECTBA € YACTHBIMHU 3aCTPOMIMKAMM U IOJYYeHUIO WHBECTUIIMI OT
MHCTUTYIMOHATIBHBIX MHBECTOPOB. /loKa3aHo, 4yTo JKUJIbIO COIUATIBHOTO JKUJIOTO
(onia He XBaTaeT IPUBJIEKATEIbHOCTH /11 TPUBJICYEHISI BHUMAHUS WUHBECTOPOB.
B GoJsibiHCTBE CIydaeB apeH/10/1aTel b PACCYUTHIBAET Ha MOJTyYeHNEe MaTepUalb-
Hoi1 BbITO/bI. [locTOSIHHOE JKe CHM)KeHMe KOJMYeCTBa COIMAIbHBIX JKUJIBIX 3/1a-
HUI OOBSICHSIETCSI, B YACTHOCTH, TE€M, YTO BO3BE/IEHNE HOBBIX COMAIBHBIX IOMOB
HOYTH He IIPOUCXOIUT U OJIHOBPEMEHHO OIIpe/iesIeHHOe KOJIMYECTBO KUJIBIX I10-
MEIEHNH BBIMAAeT TaK Ha3bIBAEMOTO Kpyra 00s13aTeibeTB. Takue “06si3aTesbet-
Ba” — 3TO JI0TOBOPBI, yCTAHABJIMBAIOIIME CPOK, B TeYeHHe KOTOPOIro MOMeIeHHs
MOTYT c/laBaTh B apeH/ly Kak colpaybhble. [lo/mncanmie HOBBIX JI0TOBOPOB BJIa-
JieJIbllaMi He TIPOBO/IMJIOCH, TIOCKOJIbKY OHU (JI0TOBOPBI) He TapaHTUPYIOT J0JIK-
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HBIH YPOBEHDb /10XO0/a. HOSTOMy €CTb MHEHHE, 4YTO TaKOI'0 BH/IA 00s3aTeIbCTBA
JLOJIZKHBI obecIiedynBaThCs MYHUIIUIIAJIUTETAMU U Q)eﬂepa]lebIMI/I 3EMJIAAMMU, I10-
CKOJIbKY MMEHHO IIOCJIEAHNE KOMIIETEHTHBI B BOIIPOCAX CTPOUTEJIBCTBA COIUAJIb-

HbIX JKMNJIbIX HOMELHEHI/Ifl.

KmoueBsie cioBa: TOCyZlapCTBEHHOE PETrYyJINPOBaHNE, MHBECTUIINU, COINAJIb-
HOE€ KUJIbE, JKUJINIIHAA IMOJINTUKA, CTPOUTEJ/IbHAA OTpaCJlb.

Formulation of the problem. The
solution of the housing problem today
is considered as a priority task in ma-
ny countries of the world. In general,
Western European governments allo-
cate substantial funds for social hous-
ing programs. Such figures are: from
0,1-0,3 % of GDP — Italy, Greece to
1,2—1,4 % of GDP — Finland, Denmark
and Austria. France provides hous-
ing for citizens (including preferential
ones) each year at 1,9 % of GDP. By
share in the structure of the real estate,
most public buildings were built in the
Netherlands — almost a third of the to-
tal housing stock; followed by Austria,
Denmark, Britain, France, Finland and
Sweden — 19-23 % of the total fund,
which means that almost a quarter of
all families live in social housing, that
is, the population receives one way or
another state support for rental hous-
ing or payment for housing and com-
munal services.

Analysis of recent research and
publications. In recent years, the prob-
lems of the construction of social hous-
ing in the economy of Ukraine were
considered in the writings of A. Bog-
danenko, O. Nepomnyaschiy, T. Nechy-
porenko [4], S. Shevchuk [3], and
others. The mentioned authors investi-
gate the state and problems of housing
and communal services development
in the country, they proposed various
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mechanisms for attracting additional
financial resources to housing con-
struction. However, they practically do
not substantiate the approaches taking
into account the experience of deve-
loped countries in the world to reform
the state regulation of construction of
social housing, does not systematize the
assessment of the effectiveness of the
state policy of construction of social
housing and determine the direction of
its improvement.

The purpose of the article — to an-
alyze the state regulation of the prob-
lems of investment processes in the
construction of social housing in the
context of European experience.

Presentation of the main research
material. European states have faced
the problem of overpopulation, which
is relevant since the end of the Second
World War [1]. Then Germany, Italy,
France and England were subjected
to a large influx of refugees from other
states. Since then, virtually all Europe-
an states have policies on social housing
and housing construction as a priority
in their development.

In France, you can see the lack of
clarity in the distinction between pri-
vate and public housing. This is due
to the fact that a large number of pri-
vately owned companies provide hous-
ing market control. A large number of
French families live in social housing.




And private companies engaged in the
construction of this type of housing,
receive state privileges in the form of
tax privileges. Upon completion of the
construction, residential premises are
rented to families (citizens) who are
low-income, and rental prices for this
type of housing are set by the state. De-
termine who will be granted the right
to social housing by private companies
and local authorities, which share the
authority to identify individuals. The
average waiting time in the queue for
receiving it in France is ten months.
The rent for social housing in France
is by far much smaller when comparing
market prices. At the same time, about
half of the inhabitants are also partici-
pants in residential subsidies provided
by the state [2].

In general, Western Europe does not
have a single social housing program,
which must be carried out by all mem-
bers of the union. But all countries have
signed a document that addresses the
eradication of poverty over the coming
years. In this area, much work is being
done, according to the FEANTSA (Eu-
ropean federation, which combines na-
tional organizations and deals with the
problems of homeless people), there are
3 million people without living condi-
tions in Western Europe [3].

Investing in (building, reconstruc-
tion, etc.) the social housing stock in
the EU countries takes place by at-
tracting: financial resources of the
central, regional and local authorities;
private investment and donations. Ac-
cording to the latest trends in the pro-
vision of social housing in the EU, the
central authority is gradually moving
away from addressing the problems of
this nature, thus involving local au-

thorities in the lead in resolving these
issues.

If you take as an example Sweden —
the cost of providing social housing
(demolition of old residential build-
ings, construction of new ones, work on
reconstruction, repair, maintenance) is
distributed among the central govern-
ment and the municipality in the ratio
of 50 to 50. Denmark — here the solu-
tion of similar issues lies in residential
commercial organizations. For this they
receive certain privileges from the state
in the form of tax privileges and subsi-
dies. In Holland, in the social housing
sector there are residential associations,
often of a private type. In Austria, com-
panies owned by local or central go-
vernment, trade unions, banks and
other entities. In the UK, the provision
of social housing for the population in
need of it — the prerogative of munici-
pal organizations (to a greater extent)
and residential associations (to a lesser
extent). Housing associations in Eng-
land are independent non-profit organi-
zations that are registered accordingly
and provide regular reporting on their
activities. In France, in accordance
with the current legislation, at least
20 % of residential buildings must be al-
located to low-income citizens in each
complex building.

Problems of state regulation of in-
vestment processes in the construction
of social housing in Sweden. In Swe-
den, the practice of solving the prob-
lem of social housing is as follows: new
construction is rarely used and poor
families receive mostly reconstructed
old housing. Expenditures for recon-
struction are divided equally between
the state and municipalities, which
rent it to the poor in rent at a reduced
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rate. At the same time, city authorities
remain the owner of housing and is re-
sponsible for maintenance and repair of
social housing stock, but the poor can
not redeem it. Therefore, the mortgage
lending system is much less developed
and built on lease, which is quite afford-
able thanks to high pensions. Private
organizations operating in the interests
of the poor in the system of account-
ing needs and distribution of housing,
there are no, and the municipalities re-
port only to the state. The government
subsidized the demolition of outdated
housing units in some parts of Swe-
den — most often in the old industrial
cities. Some residential units were sold
to cooperative tenants or private prop-
erty owners. Tenants have the least
rights in these sales, they can affect
court decisions, but only in the pre-
scribed manner. Other residential units
were purchased by tenants, despite a
sale-prohibiting law that could jeop-
ardize the functioning of a fair rental
system in Sweden. The right to buy
also applies to rented private homes. In
the period of new construction, the mu-
nicipal sector is in a very good condi-
tion, its share in the new construction
approximately corresponds to its share
in the total volume of housing stock
(about 20 %) [4].

The provision of demand-side subsi-
dies remains one of the main areas for
investment in social housing stock in
countries with a developed social hous-
ing sector. However, high spending on
demand side subsidies for the state bud-
get has led to a revision of these pay-
ments in some countries (for example,
in the UK). Great Britain is one of the
richest countries in the world with a
stable economy. However, millions of
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citizens live in relative poverty and sys-
tematically lose the benefits of a pros-
perous society. Hence, social housing is
a fairly common way of providing hous-
ing to the population.

For social housing development
programs, multi-component and finan-
cial complexity is rarely required in
commercial construction. The Euro-
pean Federation of Social Housing has
conducted a deep analysis of funding
programs in six European countries.
It shows that typical schemes for the
financing of new buildings in France
make up 76,5 % of loans, 10 % — on
the assets of entities providing hous-
ing, 8 % — with subsidies from local
authorities, 3 % — from state subsidies
and 2,5 % — from subsidies of employ-
ers. In Denmark, distributed programs
of funding of 2 % consist of a bonus for
residents, 14 % — from municipal subsi-
dies and 84 % — with a guaranteed loan
(guaranteed by the municipality). In
the UK, cross-subsidization programs
are increasingly being used; this hap-
pens when commercial objects are used
to finance the construction of 20 % of
social housing [5].

Currently, there are two issues in the
area of social housing investment: grow-
ing needs and reducing funding. The
number of households registered on the
list for social housing in the states has
increased since the onset of the global
financial crisis. However, as a result of
the crisis, the reduction of public spend-
ing has become necessary and inevita-
ble. This led to disproportionate effects
in the residential sector. Everywhere
there is a need for safe decent housing
available at the lowest levels of income.
As a result of the global financial crisis,
the context in which housing systems




functioned also changed, and its future
is uncertain. In the past, a social hous-
ing fund could be used to provide shel-
ter to vulnerable and poorly populated
groups in most European states. How-
ever, as a result of the current crisis,
the need for social housing has not only
increased, but also diversified. Housing
needs elderly, young people (first-time
residents), middle-income households,
and vulnerable groups and groups.
Attracting assets of the European
Investment Bank (hereinafter — the
EIB) to the construction of a housing
social fund. The EIB on Housing fol-
lows the principle of subsidiarity of
the European Union. However, for this
bank, housing and social housing is not
the main sector of activity. The social
housing sector has grown even more
recently as a result of the demand for fi-
nancial products to support it. The EIB
reacts to the demand for loans, then
and in the case if the bank is reported
on them in the form of specific projects.
The EIB representatives emphasized
that it is a body that follows the policy
(in the social housing area), therefore, it
does not develop a policy, but responds
to it (at the national level). In general,
the bank finances some programs of af-
fordable and social housing as part of
local integration and inclusive plans
for sustainable urban development and
housing policies that meet the criteria
for selecting the EIB for this sector.
The International Monetary Fund
notes that the government's participa-
tion in the mortgage market is, among
other things, expensive from the point
of view of public financing, and at the
same time it was not very effective in in-
creasing the amount of housing owned
[6]. Itisargued that state interference in

the mortgage sector is aimed at financ-
ing the institution of home ownership
and is the cause of financial instability
and rising housing prices. Very little at-
tention is paid to the main link between
financial markets and the dynamics of
housing markets. As a result of previous
financial policies and the global finan-
cial crisis, the housing crisis not only led
to an increase in housing needs, but also
destabilized national banks in some de-
veloped economies. Experts emphasize
that this is a problem, since mortgage
loans are partly funded in international
capital markets. As a result of the fall
in housing prices, mortgage loans have
risen in price compared with the value
of housing laid down on their basis.
Many people currently have negative
assets, especially those who entered
the market after 2007. In a number of
Western European countries, the rules
for obtaining access to mortgages have
become more stringent, and the criteria
for obtaining them have increased. Ma-
ny people are no longer able to afford
housing. And if they, moreover, have no
right to social housing, they become de-
pendent on a small private housing sec-
tor leased with a very high rent.
Conclusions. Drawing attention
to the problems that are present in the
field of providing social housing for the
population and the regulation of invest-
ment processes in the same area, never-
theless, we can note that combining the
efforts of the state and private capital
allows for the possibility to erode social
housing structures and in much larger
" volumes It is also important that the
governments of the EU member states
are increasingly taking decisions on the
possibility of further redemption of so-
cial housing. Thus, the social housing
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fund is turning into an affordable, gra-
dually solved the problem of the lack of
social housing estates, there is a correc-
tion of social behavior of low-income
citizens. Thus, there is a very ramified
and extremely flexible system of provid-
ing poor people with affordable housing
with the participation of all structures
of society — the state, local authorities,
business — and a clear division of func-
tions and mutual responsibility.
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