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A)  General Findings (RRI Housing Study 2001/2002)

Pre war housing situation

Pre-war housing shortages existed in varying intensity in the three countries. Overall pre-war (1991 censuses) housing stock data and household data suggest that at that time there was a reasonable supply-demand balance in BiH and Croatia (less to in FRY), even though this probably hides regional differences, and particularly differences between urban and rural areas in all three countries. There is selective evidence that the steady rate of urbanization in combination with declining household sizes had already led to housing market tensions in some urban areas prior to the wars.

Impact of the wars and their aftermath

The wars and their aftermath changed this picture radically: about a million dwelling units were destroyed or badly damaged and several millions of homeless refugees, IDPs and returnees were in need of reconstructed and for additional housing. 

In all three countries housing production levels plummeted during the war years and have reached not more than about one-third of those production levels at present, especially since the public sector delivery mechanism through state enterprises is hardly existing. Besides that, little attention has been paid to maintenance, particularly of the public housing stock, which, however, has now been largely privatized

Further demand side factors have been the steady decline in household sizes and continuing urbanization during 1991-2001 (both accelerated as a result of the wars). These factors have exercised considerable pressure on the housing stock, perhaps most strongly in FRY, where the aggregate demand-supply imbalances appear largest at present. 

An additional problem is impoverishment. Although no hard data are available to estimate magnitudes, it is clear that the combination of the wars and the demise of the socialist mode of housing production has created a situation in which even a well functioning housing market would only be able to cater to part of the needs, as purely market-based solutions are bound to be unaffordable to some 25-30% of the population. 

The thus suppressed excess demand is physically articulated by multiple household occupancy of existing units and by the emergence of informal settlements at the fringes of major urban areas, again most significantly in FRY. 

The above picture is further complicated by the largely completed, leap-and-bounds manner of privatization of the public housing stock. This was handled primarily through sale at favourable terms to the de-facto occupants, who, however, in a significant number of cases were not the legal tenants, as these had fled during the wartime.

Responses to refugee-related housing issues

Refugee-related housing issues have compounded housing sector issues in quite different ways in each of the three countries.

In BiH the predominant need has been the reconstruction of destroyed or damaged housing for returnee refugees and IDPs, along with the repossession by their rightful IDP or refugee owner of housing units illegally occupied (mainly by other IDPs). 

In Croatia, this last issue is complicated by the fact that the government had explicitly provided for this in the Law on Temporary Take-over and Administration of Certain Property (LTTP). In addition, many refugees currently still outside Croatia are former tenants in public housing units sold to de-facto occupants. 

In FRY (Serbia/Montenegro) there is no significant reconstruction issue. The majority of refugees surveyed recently have indicated their disinterest in returning to their place of origin. Thus the refugee-related housing issue in FRY is now primarily seen as an issue of local settlement.

Government and private sector responses to this also differ significantly between the three countries. Recently, good progress in housing policy programme development has been made in Croatia with the preparatory work on the bill on "socially stimulated housing construction", the allocation of budgetary resources, as well as mobilizing local and international capital market resources to address housing issues. 

In both BiH and Croatia during the last year, the financial sector has demonstrated serious interest in developing a mortgage backed housing finance market, and this has led to several thousands of such loans being approved in each country.

The limited government response capacity in all three countries at a time of economic crisis (particularly in BiH and FRY) is a matter of serious concern, as it impedes the realization of the economic potential of a viable and vibrant housing delivery sector. This has a major impact on the overall economy, given the relatively high multiplier impact of investment in housing on income and employment generation, particularly through its backward linkages to the construction materials industry.

Housing sector gaps

Due to the reasons mentioned above there is a substantial shortage of housing and related infrastructure in all three countries and most obviously in FRY. Numerical estimates of this shortage are difficult to make due limited reliable up-to-date statistical information. However, clearly housing market demand in and around the major urban centers are highest, while in certain rural areas there is an oversupply of housing units due to the changed socio-economic conditions (closing of former state factories and lack of alternative employment).  

In each of the three countries there is therefore a clear rationale for a significant programme of development of new housing, rehabilitation of existing units and measures enhancing the functioning of the housing market. There is a clear need for the development of a long-term national housing and spatial development policy and strategy, including the mechanisms for the provision of housing related land development and infrastructure. 

However, this must be developed in a socio-economic environment with relatively limited options for economic growth, limited capacity to borrow, limited financial sector development, high unemployment levels and on-going privatization process. On the other hand, housing production will function as an economic engine, given the relatively high multiplier impact of investment in housing on income and employment generation, particularly through its backward linkages to the construction materials industry.

Medium-term (4-5 years) programme development perspective

As noted above, the combination of structural housing demand and supply factors, combined with a still considerable backlog in resolution of refugee-related housing cases, suggest that there are considerable housing shortages in all the three countries. Meeting these shortages will require a combination of new housing development, upgrading of existing settlements, as well as better utilization of the existing housing stock and improved housing finance mechanisms. 

Well-targeted housing programmes to the tune of some 15,000 units over a 4-5 years period in each country could make a major contribution to the resolution of refugee related housing issues, while simultaneously providing a much-needed boost to the economy and a basis for the development of a long-term housing policy. In all three countries there is a need for capacity building at national level for policy, strategy and finance mechanism development, and at municipality level for the implementation of housing programmes, the development of financial procedures and organization of related infrastructure.

Outlines for immediate action in 2002

On the basis of the above medium term requirements, the following programme outlines are recommended for immediate action in 2002 in each country as follows:

BiH

In Bosnia Herzegovina five investment programmes for the year 2002 are proposed, using and extending the on-going support programmes e.g. a municipal housing support programme of Euro 38 million in conjunction with the World Bank funded MDPP project, additional support to the KFW managed European Fund (Euro 10 million), PLIP-related housing rehabilitation (damage assessment study plus government credit guarantee scheme), additional support to the CHF programme to support housing savings and loans associations (Euro 5 million) and continuation of grant based returnee housing reconstruction efforts.

Technical assistance programmes are proposed for capacity building at municipal and canton level to manage above investments, while capacity building at Entity level is required for housing policy development. In addition proposals have been formulated for support to the survey of State-owned housing stock and the resolution of restitution claim issues.

Croatia

The proposed investment programme for Croatia is in support of the GoC (draft) action plan on returnee housing reconstruction and repossession of property (Euro 80 million) for approximately 4,500 alternative accommodations and the continuation of the IC grant based returnee housing reconstruction efforts.

Technical assistance is proposed for the support of the development of a national housing policy, focussing on the operationalisation of the bill on "socially stimulated housing construction" and capacity building at municipal level for the proposed investment programmes. Furthermore, support to a survey of the State owned housing stock and support for a study on the inventory of tenancy rights claims are proposed.

FRY

In FRY an extensive municipal housing support programme is proposed (Euro 100 million) for approximately 8000 -9000 housing opportunities in selected municipalities, which includes the establishment of a Social Housing Fund at Republic level with on-lending facilities to municipalities. In addition the on-going LSP programme with 250 units per annum should continue, while a housing area upgrading and regularization programme is proposed for selected municipalities in Montenegro.

Technical assistance for capacity building at municipal and republic level for the implementation of the above investment programmes is proposed, while assistance is also required to develop and establish a Social Housing Fund at Republic level and to develop a housing policy and a spatial planning strategy. A small study to review alternative accommodation options for collective centers is also proposed.

B)  Financing Options – Public Private Partnership

An initial, although difficult, analysis of the financial needs to address outstanding refugee matters in the focus region of the RRI indicates that global gaps remain significant, despite the efforts of three concerned national governments to include reconstruction and assistance activities in their national budgets, supported by commercial or international lending. While it is expected that gradual economic recovery and reform of social welfare systems will absorb some of the requirements in the refugee sector, new and innovative means to include and link displacement matters into national economic recovery will be required. 

As legal, administrative and security obstacles to return and integration are progressively disappearing and displaced populations make their decisions, reconstruction and return assistance needs are simultaneously increasing. Despite the fact that support to local integration is expected to be partly covered through national budgets as well as new or existing schemes and systems, additional resources will be required to enhance the governments’ actions in this field in a timely manner. Activities more or less directly related to the implementation of durable solutions for refugees in the region - not taking into account other macro economic elements and social systems as a whole - are estimated to require approximately Euro 2.5 billion or more at this stage in the three countries – an amount far beyond any currently available resources! Housing reconstruction or construction alone is estimated to represent at least some 90% or Euro 2 billion in support of return and (re)integration. 

External humanitarian and related funds directly available in the refugee sector, now estimated at approximately Euro 220-250 million for the year 2002 (tbc), reduced from approx. Euro 300 million in 2001 and with further decreases expected in the years 2003-2004, are not expected to cover more than 20-30 % of the total immediate and directly linked requirements in the 2-3 years to come. Through the three national governments’ efforts additional Euro 350-400 million are expected to be budgeted in this period, leaving a final gap in the range of at least Euro 1-1.5 billion or at least 50% of the overall need.

Self-assistance will have to cover most of the arising costs in the future in addition to government driven programmes. Better access for individuals to commercial credit and savings systems needs to be ensured and can be enhanced through risk- and guarantee funds externally, commercially or government supported. Monetization of property rights and increasing access to, though modest, social rights is enhancing the circulation and availability of cash and securities on hand.  

Croatia is committing considerable budgetary resources to this effect (Euro 100 million planned per year in 2002/2003) and has been seeking loans on the international (Euro 43.1 million in the refugee sector with the Council of Europe Development Bank in 2001 and Euro 40 planned in 2002) and national market (Euro 135 million on the domestic market in 2001). FRY is planning to increase its’ budget (total planned Euro 122.9 million for 2002-2004) and may be prepared for stronger contributions if externally supported. BiH State and Entity budgets have had modest refugee/IDP assistance included in the past, but the State would be now be prepared to take on a greater responsibility through long term loans in support of return and reconstruction if externally supported with guarantees and initial servicing of the loans. Succession funds could be used to this purpose.

· The generally weak economies in the region will not be able to carry the burden alone, neither would the internationally community be able or willing to cover the cost. Macro economic assistance to concerned governments’ efforts, combining long-term loans with internationally backed guaranties or interest payments, besides increased private and commercial financing will be necessary to cover a part of these gaps.  

· Application of strict beneficiary criteria could allow introducing start-up assistance to many on a recovery basis. A better management of existing resources and particularly the housing stock would resolve some of the immediate problems. The proposed information exchange system will allow better focus on deserving beneficiaries. Inclusion of refugees, IDPs and returnees as beneficiaries in related development programs and investment schemes is to be fostered.

· This situation warrants urgent reflection and consultation, as the time factor remains important for the affected populations and ultimately for the stability of the region. Formal and informal consultations on regional and national financing approaches, particularly to housing  encompassing governments, IFI and the private sector need to be held in the coming months and will be facilitated by the RRI and the Stability Pact as appropriate.  

A combination of improved access to individual credit, government sponsored social housing schemes (PPP approach) and more flexible reconstruction programs, actively and more strongly supported by the donor community as well as international financing institutions or investors, could be able to cover most of the shelter needs in a reasonable timespan. Social welfare and refugee assistance, as long as necessary, should be financed in a similar manner. UNHCR, UNDP, UN-HABITAT, IOM, a variety of NGOs should then complement these important components and other specialized agencies with connected activities, the necessary expertise and advice. 

The timing of the resource availability is now most crucial in this process. If the resources required would be available in time, almost all outstanding activities necessary to implement durable solutions for the remaining displaced people could be engaged, though not completed, in the coming 2-3 years and thus be contributing to the stabilization of the region.

The private banking sector is another vital actor in the context of the sustainability of returns and the local integration. This sector has undergone very rapid development in the past 18 months and is beginning to respond to some of the challenges related to economic recovery of the region. It is starting to facilitate self-assistance schemes, which will gradually replace donor and state driven assistance to a large extent. The Kreditanstalt fuer Wiederaufbau (KFW) credit programmes in BiH, already implemented through local commercial banks, are an example for donor-cum-commercial approaches from which returnees, the displaced and the local population can equally profit. Commercial banks have also begun mortgage lending and savings schemes but could increase the loan portfolio if adequate risk insurance systems are put in place, supported by State or inter-bank guarantees.  

Private investment in the region will develop if supported by state funding and guarantees, and is expected to move to the housing and Small & Medium Enterprise Sector, offering promising prospects for the return and local integration programmes. 

Public-private partnerships are key to raise the considerable capital still required to address the most urgent gaps in the housing and employment market. The recent investment of 7 Meuro by an Austrian Trade Union and its affiliated housing development cooperative in the construction of initial 164 apartments in Sarajevo is a model for transfer of Western European capital to South Eastern Europe and should be replicated elsewhere. Western Housing Cooperatives can not only provide the transfer of know-how but foremost the necessary access to capital through guarantee mechanisms and direct financing. Another model is the confirmed offer by one of the largest European commercial banks to assist with financial expertise to governments to finance refugee-related investment programmes in the housing sector, but also directly invest in the development and management of water and sanitation systems.  A group of Scandinavian companies has also offered through its own regional housing initiative to provide expertise and improved building technologies to the region.  
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