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present problems are rooted in the past, the characteristics of the housing system are not 
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Before the analysis of the present housing policy in Hungary it is necessary 
to have a look at its recent history. As the present problems are rooted in 
the past, the characteristics of the housing system are not understandable 
without a brief historical review. 

Our description is problem-oriented and first of all deals with conflicts 
and tensions within housing system. The scene is perhaps rather dark 
at first sight. It does not mean that Hungarian housing policy has only 
problems and no results. Housing conditions have very much improved 
during the last decades both in the terms of the number and quality of the 
dwellings. Further improvement in the housing field, however, needs the 
clarification of problems. This is the aim of our work. 

1. Housing policy: 1945-85 

In Hungary throughout the last 35 years housing policy has been treated 
as an element of the overall socio-economic policy and thus subordinated 
to the national economic aspects. The principles of housing policy were 
established in 1948-49, at the beginning of the development of the socialist 
economic system. 

1948 was a year of radical political and economic changes. The large 
firms of building industry and of the production of building materials were 
nationalized, the apartment blocks and a substantial part of the single fam-
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ily houses became public property. The proportion of council-owned flats 
increased. Main principles of this new housing policy were the following: 

centralized planning in the field of housing policy too, 

officiaily declared state responsibility for housing provision, 

priority of the public over private property, 

central redistribution of real personal incomes, based on low wage 
levels combined with heavily subsidized housing and social services 
(education, health care), 

concentration of infrastructure development first of all connected with 
the rapid industrialization of state housing construction to industrial 
centres and 'new socialist towns', 

special support of private housing development in towns and cities, 

an overall abandonment of the development of rural infrastructure, 
exclusion of rural housing from the support system. 

of housing conditions was due first of all to the redis
tribution of the existing housing stock, the partition of large dwellings -
creation of co-tenancies - rather than to new construction. In 1950, at 
the beginning of the first five year plan period a programme of rapid indus
trialization took its start, narrowly focusing on the development of heavy 
industries. 

Housing construction was at very lmv level 
needs due to the 

of the first five year "vas 
dwellings, of which 150 000 -Y:lere 

of urban population. 
the construction of 220 000 nev! 

50 000 in towns and 100 000 
substandard d\Ve1l1ile:s in the rural areas. The h()usiJJ.g sllortage vias ~~'¥"~"".J 
growing. From 1950 an uIlprece:d,::nted. migr,ation stctrt·ed, about 30-

the 

collectivization in 1958-60. 

The nationalization of the urban rental ll()USIJ1g stock and concentra-
tion of state housing construction to urban areas resulted a dual housing 

The rented concentrated in towns as council 
subsidized, distributed administratively and maI'la1~e!:l 

authorities. T'he other of the housing sector" Vias 

poorly or not subsidized at all, it was not controlled. 
changes occurred, which led in turn to economic changes. The disadvan
tages of the single-minded industrialization were recognized. A condition 
of political consolidation was among others the elimination of the tensions 
in the field of housing. A priority was given to housing issue. 
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Investments in infrastructure increased, housing con-
struction was somewhat less concentrated to industrial centres, greater 
share was given to the other traditional centres, cities and towns. Central 
control was reduced, concessions were made to the sector. There 
was a rise in real incomes involving an increase in private housing construc-
tion. Measures 'Nere taken for the of building sites with 
materials and loans. The number of market transactions increased. 
The reflected more and more the actual values. The ratio of n()USIJllg 
In all investments \Alas more than in 

this 

of the increase in \vas 
continued. The and in 

po-

programme vIas started~ T'he aim 
hClU:SHH£ dE;v,,,lclpmen.t j:}!()gr8brrm:le' vv-as the construction of one 

million new d"iiVe:Hjmgs m urban areas mm;tiv In 
1957. 

declckred an 

programme was to build one mil-
overcome in urban areas, first of 

,. 
non 

by means of state housing investments, to be carried out the state 
To reach this a new industrialized technology was 

developed. Licences and production plants of prefabricated elements were 
imported. investments were of in-
dustry itself. Parallel with the of inc!.tls·trtal.ized com;trU(:tlorl, 
many production units of traditional building materials were dosed. 
ratio of private housing production was constantly growing realiza
tion of the long-term programme. The formerly declared official view on 
the responsibility of the state for housing underNent substantial 
change. 

The implementation of the first long-term housing programme re
sulted a net increase of the housing stock by 823 000, but the envisaged 
structure of the output was not maintained: a greater proportion of the 
new dweilings was private and was built in the rural areas. The main 
advantage of this change was the improvement of the quality of :rural hous
ing. The housing shortage has not been eliminated, and new inequalities 
evolved in the housing field, in spite of large scale construction. Tensions 
continued to grow. The operation of the housing system as a whole was 
not effective enough. It VlaS recognized that the institutional framework 
had to be reformed, too. 
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A reform of the housing system was carried out in 1971. It was in 
connection with economic reform measures introduced in 1968, and served, 
first of all, the elimination of contradictions within the system of subsidies. 
The main principles of reform are the following: 

recognition of the growing participation of the private sector, 
clarification of the role of public housing as assistance, first of all, to 
middle and lower income urban population, 
for people of higher income and those living in rural areas, various 
forms of private housing construction are available with higher subsi
dies than before, 
continued concentration of infrastructure investments to towns and 
rural settlements selected for development, 
extension of subsidies over a wider spectrum. 

By this housing reform private housing construction was officially recog
nized. At the same time there was a reduction in the subsidies for public 
housing development. 

The new legislation introduced down payment before occupying a 
council :flat. The main principles of subsidy system remained unchanged. 
The state control over the whole housing system was intensified. The higher 
subsidy was given to the products of industrialized building. The state 
exercised explicate control over the location and quality of the housing 
estates. The construction of new housing concentrated to towns and rural 
communities of industrial importance was promoted by aliocation of public 
investments, distribution of housing development funds and by the credit 
system. 

The price of dwellings called 'cooperative' ones rose. Dwellings of this 
type were built by the state and sold out by the local councils at a heavily 
subsidized price, and the owner occupants of a block formed a housing 

(Since the of 1986 no of this class has 
been built any more.) 

Implementation of housing reform was in:fluenced by the deepening 
economic problems after 1975. Private incomes increased at a lovver rate 
than expected. Several measures of the economic reform 1968 were partly 
abandoned. The growth of housing production was slowing down because 
of the shrinking state budget. It resulted in a decrease in the number and 
proportion of state housing construction and of council :flats, the rise of 
rents and of the price of building materials. Attempts were made to sell 
the council :flats. 

A second fifteen-year housing development programme began in 197·5. 
Its aim was the construction of 1 200 000 dwellings and the renovation of 
about 300 000, the modernization of 70 000 :flats. In the course of the 
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20 years between 1960 and 1980 more than 1 600 000 new dwellings were 
built. The composition of the housing stock changed. In 1960 the propor
tion of one room dwellings wa-s 62.5%, in 1980 26.7%. That of dwellings 
without no comfort was 79.8% in 1960 and 37.7% in 1980. 

The housing reform had its territorial aspects, too, associated with 
the long- term strategy of the development of the settlement network, ac
cepted by the government in 1971. This concept identified settlements 'of 
central function', cities and towns as well as communities. A 
ity was and in the redistribution of hOius:ing 
development too, in housing, new tensions 
developed. The relative financially unable to enter 
the unskilled 

hO,UE:lng reform 

OlJIClall.Y declared aim of the latest ho,us:mg reform 1981-83 is to 
create a effective, housing ?;V:Rtzem '''''''',",I,~-

mented in two to the is a transitory 
period when the credit system and the subsidy system is established. The 
number of settlements '},lhere housing construction is subsidized is gradually 
growing. In 1971 62 settlements, in 1981 400, now all settlements. Industri
alized building continues to have indirect subsidies. After 1983, subsidies 
- as it has been officially declared - are not depending on settlement 
types. Theoretically, housing construction in every settlement is entitled 
to housing subsidies, but applications for credit are judged individually -
actual level of credits is different. 

The measures for the second phase of the housing reform from 1990 
are now under elaboration. Housing system of the future is now under 
political discussion. The most important matters in dispute are: 

the role of local councils in housing management, 
the ratio of the private sector in construction and in maintenance, 
conditions of the effective operation of the housing system, 
possibilities to promote housing mobility, 
improvement of the housing conditions of the most vulnerable social 
groups, 
unburdening of the state budget. 

The housing reform is dependent on the progress of the overall social 
and economic reform. For instance, for the clarification of the role of local 
authorities in housing management it is necessary to clarify their position 
and responsibility within the overall administrative system. The progress 
of private housing development depends on the change of income levels, of 
prices and on the reform of the redistribution system. 
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For the improvement of the housing conditions of the disadvantaged 
groups it is necessary to solve the dilemma of the role of social policy in 
East European countries. The fundamental problems of housing policy are 
associated with the problems of the economic and social structure. 

2. and Programming Processes 
of Dwelling Production and Renovation 

In spite of the growing participation of the private sector the most impor
tant actors in housing sphere are still the state and its various organs and 
institutions: 

housing authorities of local and central governments, 
central planning authorities, 
communal management enterprises of the local authorities, 
big state construction firms, 
state enterprises of building material production, 
state financial institutions, 
commercial organization of building materials. 

Production and distribution of building materials and financing of 
housing are in state ownership and under strict state control. The actors 
of private housing are individual consumers having no organization at all. 
There is no business federation or anything of that kind for the tenants. 
There is no federation or organ representing the home owners. It is always 
an individual consum.er owner, builder - who is confronted 

a public orga..n.isation representing the state. Housing cooperatives or 
committees of home owners have practically no function. 

The planning process in housing is by highly centralized 
svst,~m of production, administration and redistribution of resources. 

1960 the fundamental document of pLan.nlng term 
nCmfnnl! d..evei()p:m"nt programme elaborated by the National J:""'lannl:l1g Of-
fice. The 15-year programme identifies the basic goals of policy, 
determines the number of dweilings to be built, the number of U '·''';''U1.J,,,-,, 

to be repaired or modernized, the respective shares of different housing 
tenures and the regional allocation of housing development. 

The 15-year housing programmes are elaborated jointly by the N a
tional Planning Office and the Ministry of Building and Urban Develop
ment with the help of several institutions including 

The five-year plans are not necessarily in conformity v;11th long-term 
plans in each detail. For instance, in the long-term plan for 1960-75 the 
construction of 1 000 000 dwellings in towns in form of rented flats had 
been envisaged, but in the course of actual realization the rural regions and 



HOUSING POLICY LV HUNGARY 91 

private investment had a greater share. In the long-term plan for 1975-90 
the proportion of state construction of council flats was about 30%, in the 
6th five year plan for 1980-85 it was reduced to 20%, the actual realization 
was even lower, in 1984 instance 

The five-year plans identify the number of to be built in the 
five- year period, the share of state construction and within this amount 
the of council fiats and those for the share of 
the various credit and of the specIal 
(lo\v interest loans for dlsad"ral1t,~ged 
teachers, for inhabitants of substandard residential 

identifies also allocation of ho,uE:lng 
to elaborate 

for 

the 
but 

of resources. 
hCfU1;mg prOdtlC1,lOn and maintenance are IIl'DS1oly 

of central origin, and the control of local councils over their man.ag;erne:nt 
is very limited. resources the control of local councils aTe 
f'11"U for running the local services. At the same time within the context 
of this highly centralized planning process both the and the 
implementation of plans are influenced an intensive process 
between higher and lower levels of administration. 

There is a sharp contrast between strictly defined formal planning 
process and the process of realization made up by exceptions, by ad hoc 
decisions. This contrast is rather typical for highly centralized management 
systems. 

The development plans of the counties identify the number of dwellings 
to be built and renovated, the output of state construction from central re
sources, i.e. the number of council flats and their distribution among the 
communities. Since the housing reform 1981-83, theoretically all settie
ments are entitled to have central housing funds but, in practice, settle
ments having a peripheral position in settlement network have usually a 
peripheral position in the distribution of housing development resources, 
of housing subsidies, too. 

Until very recently the local authorities had no development planning 
function so their role in decision making was very limited. Recently there 
has been a local management reform which has come to force from this year. 
Under the new system the local councils have gained in principle more 
independence in resource management. The resources from the central 
budget are allocated on a normative basis and the rules of local resource 
management are no longer strictly defined. The 'development funds' and 
'maintenance and operational funds' are no longer distinguished, the local 
councils have a freedom of choice in the use of their resources. 



92 K. BEREY 

At the same time the total amount of resources allocated from the 
central budget has substantially decreased, and the difference between the 
local financial needs and the centrally distributed resources must be covered 
by means of local taxes-bonds and other devices. 

In relation to council fiats the local councils are responsible for the 
co-ordination of construction (in certain cases they act as developers), for 
allocation of new council fiats through housing authorities (among the ap
plicants entitled to this type of flats). 

The local authorities have right and responsibility to appoint new 
tenants for the vacated council (rental) fiats. Actually they can do it only 
in 60-65% of the cases only because of the high ratio of co-tenancies. In the 
latter case the remaining co-tenant is entitled to rent the whole fiat so that 
co-tenancies, the most miserable form of housing tenure can be eliminated. 

The local authorities appoint the buyers of the state built fiats for sale 
at subsidized price. Furthermore, they allocate building sites in council 
ownership for 'long term use', sell council fiats to the tenants, provide 
special grants for buying vacant family homes (first of all for low income 
families) as well as social allowances of different kind. 

Scope of action for rural local authorities is rather limited as there are 
no council fiats at their disposal, and their financial resources are restricted. 
All they can do is to provide building sites for sale or for long-term use, 
to organize local actions for 'elimination of substandard housing units' 
by means of new construction or the sale of vacant family homes. The 
only area of housing policy where the local councils have a fairly broad 
autonomy is the management of real estate in council ownership. The real 
estate offices are run by the local councils and the sale of these estates is 
a source of their income. Local housing development is controlled by the 
regulation of real estate transactions. The lease and sale of real estates for 
housing or other purposes, for instance recreatio;} are instruments at the 
G113piJS,:tJ of local authorities fOT the of their 

Housing management is realized by the following ?3-:-:ic:;;ants: housing au
thorities at national, county and municipal levels (government agencies, 
council departments), developers (institutions, bodies responsible for the 
housing investments), building enterprises, communal management enter
prises, financial institutions (National Bank, National Savings Bank), -
the National Savings Bank is a developer, too - employers, (enterprises, 
institutions, etc. of all sort supporting their workers with housing al-
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lowances), private builders, small building firms, individual persons (home 
builders, home owners, tenants). 

The organization of management differs by housing tenures. Main 
tenures are: 

public rental sector, 

owner occupied dwellings, 

private rented dwellings, 

housing cooperatives. 

The latter two comprise a very small part of the whole: round 25% of the 
total housing stock belongs to the rental and 75% to the owner occupied 
sector. The rate of home is in like almost all 
over the world. 

Management involves maintenance, modernization and extension of 
the national housing stock comprising a total of 3840000 dwellings (1984). 
The allocation of council (rental) flats as well as their maintenance, ren
ovation, modernization belong to the responsibility of the local housing 
authorities: the housing departments of municipal councils. Maintenance 
of owner occupied dwellings is practically not controlled. Recently there 
have been endeavours to carry out rehabilitation projects in contiguous 
residential areas by public agencies set up for this purpose. In Budapest 
the Investment Enterprise of the Capital is responsible for such actions. In 
other municipalities similar but smaller agencies are operated by the local 
councils. Organisation of maintenance and modernisation is more advanced 
in relation to the council rented sector than to the owner occupied sector. 
The actual work of maintenance in repair of council housing is carried out 
by firms set up in the early 1950's under the control of the municipal (in 
Budapest district) councils. The rent of council flats does not cover the 
costs of maintenance, therefore these firms are heavily subsidized by the 
state. Their operation is inefficient. To cover the costs of maintenance and 
repair state subsidies are still needed for these activities. 

Management system has a dual nature in accordance with the hous
ing system in general. Since 1983 efforts have been made to eliminate 
dual nature of housing system and of the housing market by means of the 
following: 

the sale of council flats to the tenants (privatisation), 

charging the tenants with expenses of maintenance, repair and mod
ernization, 
promotion of the self helped renovation of the council flats by means 
of low interest loans, 
thereby reduction of the public expenditures on the rental sector. 



94 K.BEREY 

The impact of these measures has been controversial. Dwellings in 
good condition, pleasant environment were easily sold out and became pri
vate property. The majority of council fiats, however, are in poor condition 
and thus difficult to sell because of their low value in use and the low income 
of their residents. The problem of maintenance and repair is concentrated 
in specific areas and in specific types of buildings. 

The maintenance of private dwellings is the task of the owners. There 
is no official or administrative system for the maintenance and repair of 
owner occupied dwellings. There is a sharp contradiction between the well 
organized management system of councils and the practically uncontrolled 
management of private sector. In block fiats of cooperative or joint private 
ownership there are usually management committees, organising repair, 
here the main problem is the shortage of building capacity. 

The housing authorities of the local councils are officially responsible 
for the financial management of council rented stock. This responsibility is 
rather formal as their resources are not enough to cover the needs. These 
resources are: the rents of council fiats, fees for the allocation of fiats, 
saie price of new and vacant council fiats, state subsidies. 

Financial management is the task of communal management enter
prises operated by the councils. They are responsible for the sale and 
purchase of the fiats, organization of building, repair and maintenance. 
The work is done their own staff as wen as contractors and 
subcontractors. 

The rents of council fiats ·,vere raised in 1983, but they are still 
lower than needed to cover the costs of m:anag;ero.ent. State subsidies are 

situation will be pr~::sulmahly still necessary to the resources. 
the same in 1988 w'hen another :rise of rents is A further substan-
tial rise of rents would be necessary, its is constrained 

the average income of the tenants. The inner districts of thld;apest, 
for InE,tanoe, con1;aiJrnTI.g most ob'soJ.el;e hC,UEiHlg stock are m'Ds1tly 

retired el(iel'lv peop'le. 
The younger and wealthier tamilh,;s 

residential areas of cooperative of flats and homes. 
population of the inner districts is undergoing erosion. 

One can also observe a beginning trend of the movement of some well to 
do families back into the rehabilitated downtown neighbourhoods. 

The greatest difficulty of council housing is the persisting 
gap between costs and resources. The rise of rents is regularly below the 
rise of maintenance costs - indicating that radical reforms are inevitable. 

"Without such a radical reform, very unfavourable processes will take 
place: 

- decline of dwelling construction which already began after 1980, 
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spatial polarisation of dwelling construction, its further concentration 
in so-called developing areas, 
increasing inequalities in housing provision and in housing conditions, 
growth of disadvantaged groups living in overcrowded dwellings with
out comfort, 
increasing demand for substandard fiats, 
growing share of deteriorated, overcrowded 
stctgl1a1;lon In hOUSlng m()blllt'v. 
further deterioration of the he,uEnng 
ban districts and in 

tU'-


