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ABSTRACT 

The purpose of the paper is to assess the economic and legal mechanisms for 

regulating housing construction abroad. 

The paper covers the international experience of housing construction. In 

particular, the socially focused orientation of housing construction abroad, the 

mechanisms for financing socially affordable housing, the directions for the 

development of social housing in some European countries have been outlined. The 

general and distinctive features of the formation of the social housing sector have been 

indicated, and some ways to improve the model of socially affordable housing have 

been proposed. 
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1. INTRODUCTION 

The right to housing, the possibility of owning and using it is now regarded as the norm of a 

civilized society. This rule is enshrined in the constitutions of many countries of the world. The 

issue of providing citizens with housing is also in the focus of attention of the UN, its social 

organizations, the European Parliament and the European Commission, the Council of Europe, 

and the like. 

The study of the foreign experience in regulating housing construction is due to the fact 

that housing construction plays an important socio-economic role, providing the population 

with housing, jobs, and supporting the related industries. 

The development of housing is a permanent problem in all countries of the world, because 

the provision of housing to citizens is one of the most convincing indicators of the standard of 

living and a criterion for assessing the national well-being. Considering that construction in 

general, as an important sector of the economy, is material-intensive and resource-intensive, 

then, in addition to purely technical and technological problems of the development of this 

industry, there are a large number of issues of economic and legal support of its needs. 

In the conditions of stabilization and effective implementation of the governmental social 

policy, the purchase of own housing is one of the priority goals of each family. This is explained 

by the fact that the lack of housing causes a person to be uncertain about the future, which 

affects the demographic situation, the public health, the socialization of young people, the level 

of individual economic activity, and also contributes to an increase in general social tension. 

That is why the regulation of the housing sector is an important area of public policy, with a 

pronounced social orientation. 

2. SOCIALLY ORIENTED HOUSING CONSTRUCTION ABROAD 

The development of housing construction in foreign countries is mainly socially oriented. That 

is, the main guideline of ensuring its accessibility for the population is to guarantee citizens the 

right to get housing at an affordable price for most, which will not exceed a certain share of 

household income. Social housing facilities, that is, those available for purchase and 

maintenance, in foreign countries range from 20 to 33% in relation to the total housing 

facilities. 

Only from 0.1 to 1.9% of GDP is spent on social housing construction in Europe, in 

particular, in Italy and Greece – 0.1-0.3%, in Finland and Denmark – 1.2-1.4%, in France – 

1.9% [1]. 

As for the understanding of social housing abroad, the concept of social accessibility is in 

effect – the ability of low-income groups of the population to get housing that corresponds to 

the minimally accepted notions of comfort, and the cost of which will be available to citizens. 

For housing construction, financial support is crucial, being the investments that come in 

the usual form from the population, banks, enterprises and the government under social 

programs. Although the state is developing programs to support the housing sector, it does not 
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have sufficient capacity to implement them. The main directions for solving the housing 

problem in the country by the state are to provide socially unprotected segments of the 

population with housing, providing state support in solving the housing problem, and legal 

regulation of the incentives for stimulating citizens' own opportunities. 

In foreign countries, programs for providing the population with affordable housing are 

predominantly implemented at the national and regional levels. Such programs are focused 

primarily on social housing. Social housing is small-sized apartments in typical houses. In most 

EU countries, the size of living space per person is 30-35 sq. m, in the USA – up to 45 sq. m. 

[2]. Meantime, standards may vary in different regions. 

The state can rent social housing to low-income families at a reasonable price. Such a policy 

of providing affordable housing is implemented in the countries of Western Europe, the USA, 

etc. 

As the global experience shows, various organizational forms are used to finance housing. 

In this process, funds from the government, municipalities, legal entities, the population, 

attracted through housing cooperatives, other associations, mortgage, the contract financing 

model, the system of construction associations are used. 

In European countries, housing construction is carried out mainly at the expense of the 

population. An important role is played by cooperative construction, the share of which in 

France is more than 25%, in Italy – 20%, in Denmark and Finland – almost 15%. At the expense 

of construction savings associations, in Belgium 50% of mortgage transactions are financed, 

in Austria – 35%, in Norway – 38%, in France – 76% [3]. 

In the UK, housing, including social housing, is built by the order of the government by 

private enterprises that receive government subsidies, grants, and tax preferences. 

Financing of new construction in the social sector came to housing associations from a 

combination of financial debts (mobilized in the open market from future rental income) and 

centrally subsidized capital. Private sector financing comes from a relatively small number of 

financial institutions involved in the provision of mortgage loans throughout the industry. 

The provision of subsidies to local governments has grown over the past few years due to 

investments in the existing housing stock, which makes it possible to bring the premises to a 

decent standard. Local authorities or administrative bodies that have reached the target 

indicators are provided funds for investment and the volume of such funding has increased 

significantly over the past few years. Voluntary housing transfers and housing associations are 

100% funded by the private sector, except in the case of new investment when they are trying 

to get capital subsidies. The property valuation at the time of sale takes into account the 

investment necessary to bring the property to decent standards and the expected rental income. 

New housing construction is more focused on apartments, small residential units. In the 

housing associations sector, the amount of housing that is rented is consistently increasing, 

with about 80% of housing provided to new tenants and 11% of housing coming from local 

authorities to already existing tenants. 

Thus, the UK has developed a very extensive and extremely flexible system of providing 

those in need with low-cost housing with the participation of all the structures of society – the 

government, local authorities, businesses with a clear distribution of functions and mutual 

responsibility [4]. 

The housing policy of France is largely determined by the government; however, territorial 

communities are also vested with significant powers in the implementation of housing policy. 

Thus, there is a distribution of responsibility for the implementation of housing policy between 

the state and local governments through a combination of functions. 
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Social housing in France is commonly known as HLM housing or affordable housing or 

“moderate rent housing”. Under this program, both apartment buildings in which apartments 

can be rented and single-family houses are constructed. Today, social housing includes a 

booming rental sector for the new “middle class”. Now 60% of all residents of France can use 

this program; about 1/5 of HLM tenants receive incomes bordering the upper limit of the 

income scale [5]. 

The government contributes to the accumulation of housing savings by the population, 

freeing these funds from taxation, as well as providing bonuses in case of their use. 

In the political and legal context, social housing has undergone significant changes in recent 

years and these changes are accelerating. The government, as before, continues to guarantee 

housing loans, determines the need for housing, approves projects and decides on the amount 

of subsidies allocated for social housing. However, the local authorities also play an equally 

important role: they control social homeowners, co-financing of social housing programs, and 

urban planning. 

Assistance in the purchase of housing is provided to hired workers, while employers 

participate in the construction of housing via regular deductions from the wages of employees. 

These funds go to savings institutions and can be used to provide employees with housing loans 

at low interest rates or to provide loans and subsidies for the construction of social housing [5]. 

Funds withheld from the wages may be allocated in a fund for securing rent payments and 

home loans for employees. Such funds can be used to assist employees who want to purchase 

social housing. 

In Germany at the beginning of the 21st century, social housing legislation and social 

housing programs have been replaced with a political support structure characterized by several 

levels of activity and funded by the federal government and German lands. The new legislation 

implies support for private investors and municipal housing companies in providing affordable 

housing for rent or for sale to those households that have problems with access to housing in 

some regions, with particular attention paid to the modernization of premises and the purchase 

of municipal social housing for a limited period of time. Within the framework of the federal 

system, the government creates general legal and organizational fundamentals, sets targets for 

the provision of social housing. The government also provides financial assistance to 

municipalities, to which their territories are assigned. 

Access to all types of social housing is regulated by a system that takes into account the 

individual needs of households, subject to regular revision of the income limit. The right of 

access to housing is provided to applicants by a municipality. Public and private homeowners 

can choose from this group of residents and highlight the most desirable candidates. This 

usually leads to positive results, but there is a problem of segregation, especially in areas that 

have a negative image [6]. 

In Germany, there are three main directions for the development of social housing: 

The first approach is regulated federally. It includes the concept of housing for rent in the 

narrow sense. There are strict restrictions on the receipt of rent and the upper limit of income. 

The second approach exists only in some cities and is expressed in improving the quality 

of social housing. Apartments are of higher quality, and a softer approach is applied to 

applicants for housing. The rent in some cases is higher and is set for a short time. 

The third approach: housing of private owners. Citizens can receive similar subsidies not 

for renting, but for purchasing housing. 
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A feature of the German system is a quasi-social housing. Most of the municipal housing 

stock is no longer legally social housing, but in many cases, this housing continues to exist as 

social in terms of rent and access. A significant part of the above stock is 50% of the residential 

facilities of the former GDR. However, at the beginning of the 21st century, the number of such 

quasi-social municipal housing has decreased as a result of privatization. Municipalities both 

in the west and in the east of Germany found themselves in a difficult situation and sold a large 

number of public buildings to international investors, especially from the USA, the UK, and 

Japan. 

The second large group of quasi-social housing is private or rented apartments or other 

housing that was put in order under cities’ repair programs. 

Individual housing bonus and housing allowance enable recipients to hire or purchase their 

own housing at a market value and does not allow beneficiaries to depend on a narrow market 

segment of low-cost housing. 

3. WORLD EXPERIENCE IN FINANCING THE ACQUISITION OF 

AFFORDABLE HOUSING 

There are three main schemes for financing the acquisition of affordable housing in foreign 

countries: the American scheme, the German scheme, the Chinese scheme. 

The American scheme for financing affordable housing is based on mortgage lending. 

Mortgages are regulated by the federal government, which provides support. Social programs 

include concessional lending to disadvantaged groups of the population. The government forms 

the majority among investors in the secondary mortgage securities market. The leading 

mortgage institutions of this system are banks (mortgage and commercial) and credit unions. 

Mortgage loans are provided for 70% of the cost of housing and are long-term, and the bank is 

not interested in their early repayment. The model of the US mortgage market, in comparison 

with other countries, is the most developed and capitalized. The American model operates in 

Canada, Australia, the UK, Latin American countries [7]. 

The German model is based on the operation of savings associations with banking 

intermediation. First, the bank checks the client’s solvency for 3 years. After that, the client 

needs to accumulate 30% of the cost of housing, and then the bank finances the remaining 70% 

of the cost. The loan term in this case is set from 10 to 36 years. The property is owned by the 

bank until the client pays the full cost. Construction savings associations do not attract external 

financing and are institutions of mutual lending. Such an association operates without fines and 

provides for a prepayment period of 5 years with the payment of 40% of the cost of housing. 

The loan term is 12-18 years [8]. 

The Chinese mortgage model is similar to the German one, but instead of construction 

savings associations, housing joint-stock companies operate, which replaced the state-owned 

enterprises for employees. Societies do not depend on the government and dispose of the 

housing stock of state-owned enterprises – they can rent it out or sell it, receiving income on 

housing maintenance. The cost of housing is thus removed from the budget of the enterprise 

[9]. 

The construction of affordable housing can also be provided through government subsidies, 

grants, guarantees, and tax preferences. In particular, preferences are widely used in Belgium, 

Holland, Denmark, and France. 

In many foreign countries, there is a system of tax payments to finance social housing for 

companies that have employees. Deduction occurs in the amount of 1% for enterprises with the 

number of employees more than 10 people. On average, it is about 45% of the payroll. At the 
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expense of these funds, cheap loans are provided for housing construction, and enterprises 

receive part of housing for their employees [10]. 

All approaches to the financing of construction are united by consumer orientation – to 

provide the home buyer with the opportunity to invest in it, reduce costs, and provide a subsidy 

to the population – to support citizens who need housing. 

In addition, governments of foreign countries also use other forms of housing supply 

regulation, support for the construction sector, exerting direct and indirect influence on housing 

construction, and developing mechanisms for housing investment. 

In almost all developed countries, the state acts as a direct investor in the construction of 

social housing, and also provides tax preferences for its construction. 

4. CONCLUSION 

Investment and capital investment in the construction industry are a major factor in the 

development of housing construction both abroad and in Russia. Having considered the foreign 

experience of housing finance, one can conclude that even in developed market countries, the 

housing facilities still require government support. 

According to the results of the evaluation of foreign experience in the financial provision 

of housing construction, it should be noted that some elements of ensuring the construction of 

foreign countries can be used in Russia. It is advisable to use a foreign approach of active 

governmental participation in the provision of housing construction in parallel with the creation 

of construction financing funds. 

Summarizing the above, it should be noted that the housing stock in the countries of 

Western Europe is distributed depending on the material opportunities of users, and the housing 

provision of socially vulnerable citizens of these countries depends on their economic 

opportunities. Social housing stock is not subject to privatization and, as a rule, belongs to the 

government. Moreover, the level of economic development of the state, combined with a higher 

level of income of individual citizens, leads to greater affordability of housing. And, on the 

contrary, with a small housing stock, households undergo a rigorous selection, while the 

mechanism for vacating social housing is applied after a household loses the right to it. 

Investment and capital investments in the construction industry are a major factor in the 

development of housing construction both abroad and in Russia. 

To implement most economic mechanisms for housing construction, legal regulation of 

governmental financing is necessary. The situation with the current state of the housing stock 

in Russia requires the development of real measures to revitalize housing construction and 

adapt the regulatory framework to expand methods of raising funds for housing construction. 

Prospects for further research are to find tools for governmental management effect on the 

formation of a dynamic equilibrium between the private and public sectors, subject that the 

government satisfies the housing needs of various segments of the population, and to find the 

opportunities to meet the effective demand of the population. 
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