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Information by Polish Association of Tenants

Poland 2004, and the future of rental and affordable housing

__________________________________________________________________


The use of the word “future” in the context of affordable housing in Poland is definitely inapt. The situation has always been difficult, but now it seems to have come to a disaster, considering pending freeing the rents, with its deadline at the end of the year. After fifteen years of transformation Poland found herself in a deep financial and social crisis, the unemployment rate continues to stay at 20%, a remarkable part of the population live in poverty, tenants are being evicted to nowhere, unresolved questions of the real estate ownership lead to unimaginable conflicts, while the housing law not only does nothing to relieve these conflicts, but on the contrary enhances them. The scale of the hardships is far beyond the potentials of individual people. Moreover, there are no indications of a vision or plan of the solution. Even worse, attempts are made to patch the situation by measures that do not resolve anything nor satisfy anyone.

The Constitution of Poland tells in its Article 75:

1) “Public authorities’ policies promote meeting the housing needs of the citizens, and specifically counteract the homelessness, support the development of affordable housing and support the citizens’ efforts aimed so to acquire their own flats”;

2) “The tenants’ rights are denominated by the appropriate law”

Nevertheless with the full sanction of the law the tenants are being evicted to nowhere, or to places under the human dignity. An exceptionally meaningful illustration of the authorities’ standpoint in the housing subject was the statement of the city vice-mayor, made on the occasion of the IUT’s Conference in Kraków in 2002. He delivered then the following sentence: “dwelling is everyone’s personal, purely private matter”.

Considering this we can only deliver our estimates of how the situation may evolve, basing on our Association’s knowledge and experience.

To outline the background of our current housing problems even in the most brief description we have to go back as far as to post World War II times. The enormous war devastation and the massive migration of millions of people caused by the territorial changes of our country resulted in the severe shortage of dwellings. Thus it was quite relevant that Poland enforced then the so called “special lease scheme”: in which anyone wishing to dwell anywhere had to apply to the appropriate authority to obtain an administrative decision that allocated him to a particular flat, irrespective whether it was private or other stock. We call such tenants “allocation ones”. Those days regulations stipulated a standard of several square meters per person. Therefore there were several persons allocated to big rooms and several families to ample flats. It was not until 1974 that allocating more tenants to a single flat was discontinued. The rents were relatively low, but stayed in proportion to the earnings, which were far less that in other countries. The flats were mainly in low standard old buildings. Adversely to other countries the allocation flats were not fitted with any appliances. The tenant’s duty was to do all the maintenance and repairs at his own cost. Theoretically it was feasible to exchange the flat for another, better suited for the tenant; however, it was hard to do in practice to keep the standard of several square meters per person and to make the necessary agreements between the tenants sharing the flat. It was very common therefore that the tenants had dwelled for decades in the same flat. A direct sequel was that tenants kept investing in their flats to improve the standards at their own cost: they arranged bathrooms, toilets, heating and any other installations.

With subsequent amendments the system has worked until 1994.

Another factor that should be given particular attention was the remarkable number of abandoned houses. Those were the buildings whose owners either perished during the war, or stayed abroad then, or left Poland after the war. Such buildings remained under the state administration and were dwelled by allocation tenants. A decree issued in 1948 required the owners of unknown domicile or their legal successors to reassume the houses within the next ten years, otherwise the houses would become the state property.

Within the years 1948 – 1971 the government of Poland has made indemnification agreements with 12 western countries. Those were:

	Country
	Amount
	Year

	France
	65,5 mil. USD
	19.III.1948

	Switzerland &
Liechtenstein
	12 mil. USD
	25.VI.1949

	Sweden
	22,56 mil. USD
	16.XI.1949

	Denmark
	n/d
	26.II. 1953

	United Kingdom
	16,77 mil. USD
	11.XI.1954

	Norway
	n/d
	23.XII.1955

	USA
	40 mil. USD
	16.VII.1960

	Belgium &
Luxembourg
	12 mil. USD
	14.XI.1963

	Greece
	n/d
	22.XI.1963

	The Netherlands
	n/d
	20.XII.1963

	Austria
	n/d
	6.X.1970

	Canada
	n/d
	15.X.1971


Source: information of the Ministry of Finance, 1996

According to these agreements Poland paid the appropriate compensations relevant to the market value of the real estates left in Poland by the citizens of those countries. In return for this the foreign governments took over full responsibility to cover any claims that might have been raised by the former proprietors. Poland has fully paid her obligation, yet the buildings that had been paid for were not registered in the real-estate registries.

In the 60-ties the co-operative housing was launched. People joining this system had to collect the prescribed amount of money on “housing savings booklets” (appr. 10 – 15 average monthly earnings) within a prescribed period (several years), to get a co-operative flat. Assuming possible increase of the prices within the waiting period the state authorities guaranteed the collected money by granting the so-called “warranty bonuses”. The bonuses were to complete the tenant’s input at the moment when he assumed his flat. The rents in co-operative flats were higher, but it was justified by the higher standard. It must be noted here that the allocation tenants were not allowed to join the co-operative scheme since – as it was officially justified – “their housing needs had been satisfied”.

In the post-war Poland there was another system of getting a flat, which was used when the two others failed. The developing industry needed more and more employees. To attract them the state-run companies developed their own systems of housing. To get a company flat an employee had to work long enough in the company, pay the prescribed amount of money, and make additional input of his labor on site of the construction. 

The provisions of the housing bills of 1958 and 1974 assured stability of dwelling. Only in outrageous cases the tenant could be moved to a substandard, yet decent space, but never to nowhere.

So at the beginning of political transformation in Poland in 1989 we had several million allocation tenants in municipal, private or other stock, approximately the same number in the co-operative flats, several hundred thousands of the state-run companies’ flats, and about 1,5 million housing savings booklets holders still awaiting their co-operative flats.

It was obvious then that some changes must happen.

Facing the widespread disinclination to the already dominating state ownership of everything, much expectations were put to the privatization, that began then. It soon became obvious, however, that it was a sort of a stampede rather then a deliberate action. Within a short time few people gained unimaginable fortunes, while the rest have been getting into more and more poverty.

Generally there were the following trends:

· the privatization and shrinking industry resulted in an explosion of unemployment; the incomes of those bound with the state-run sector (the retired including) stayed at the level barely enough to cover the regulated rents;

· new constructions of affordable housing were discontinued at all, similarly the co-operative housing on the already conditions. Thus the housing savings booklets holders after having waited for decades were offered only the “warranty bonuses”, big enough for 3 square meters of a new flat on average, instead of the flat they had paid for fully 20 years before. Otherwise they can continue to wait until infinity;

· allocation tenants dwelling in municipal flats were offered their flats sometimes at 5% of their market value. Such tenants had to establish then the so called “dwelling communities” and practically their housing problems disappeared. The houses that had stayed abandoned for almost 50 years haven’t been taken as the state property, despite the provisions of the Polish law making it possible to assume as deceased a landlord of unknown domicile after 10 years. There is also the right to prescription (after 20 years). Instead there occurred heavy abuses in taking over such houses by swindlers, particularly because of the enormous ease with which it could be done;

· in privatization of the state-run companies the houses belonging to them were sold with their tenants, without their knowledge or will. Usually the new possessors were buying the houses at ridiculously low prices, and then immediately offered them back to the original tenants at 10 times higher price, or requested free market rents.

A new housing act was enforced in 1994, and with later amendments it has been in effect until now. Its most important provisions were: the special lease scheme was discontinued, the responsibility for housing needs was posed on the local governments, the rents in the allocation flats had to be kept regulated until 2004, owning more than one flat was not prohibited any longer, and a novelty – eviction to nowhere was introduced. In practice no more affordable rental flats were being put up. A free housing market has emerged in Poland.

The provisions of this act have produced more than 100.000 homeless so far, however, unofficial data quote several hundred thousands.

After 1994 some attempts were made to differentiate the regulated rents to tie them with the flat’s features. But the landlords’ lobby pressure resulted in the 2001 amendment (reaffirmed 2.X.2002 by the Constitutional Tribunal’s verdict) that introduced the upper limit on the regulated rents at 3% of the so called reconstruction value (this simply means that the rent for one square meter per year should amount to 3% of the cost of a newly built square meter). The landlords automatically applied the allowable maximum, which resulted in a stepwise rent increase by up to 200%. That 3% has no gear neither to the value of the flat, nor to the rents in comparable non-profit stock (i.e. the co-operatives, or dwelling communities). Another provision of the 2001 amendment enabled the landlords to give notices to quit three years in advance, provided they wanted the tenant’s flat for their own purposes (e.g. for their family, etc.) without having to give the tenant any substitution.

These are the facts outlined. We, at the Polish Association of Tenants recognize currently the three major housing problems in our country: of allocation tenants, formerly state-run companies housing, and the holders of the co-operative housing booklets.

As regards the company housing the problem may be resolved, since there is a bill in the Parliament telling the current possessors to resell such flats to their original tenants at the price they had paid for them. The booklets holders are generally allocation tenants too, therefore their problems are partially similar.

The situation of the allocation tenants is the most severe problem affecting several million people. The term “open war” is absolutely adequate to the current circumstances. The dispute on the problem has turned into a squabble rather then a reasonable discussion. In this situation we have rich and powerful landlords versus low income elderly tenants at the end of their active years or retired, who have no chances for better incomes to satisfy the landlords’ demands. However, the third party is absent in this dispute. It is the housing policies in our country that have been carried for decades and finally have led to the nowadays situation.

If no amendments are made to the current law, freeing the rents may happen on January 1st 2005 as stipulated in the act of 1994.

Generally speaking a claim of an owner to have his property at his disposal is righteous. However, in this particular case we see that no allocation tenant has chosen his flat just in the private stock. On the contrary, he had to obey a decision he was given by an official, competent body. According to the Constitution and Human Rights we are said to have equal rights. So why the tenants who incidentally happened to be allocated in municipal stock can sleep sound, while those allocated by the same body in the stock that finally appeared to be private, are prosecuted nowadays? Last but not least what if a landlord is a swindler, not a righteous one?

At present a parliamentary committee is working on amending the housing act. Our Association’s representative attends the committee meetings. So far the only suggestions are further rent increases, though postponed and gradual. This makes an impression that the problem won’t be resolved until the last tenant ceases.

We only hope that Poland’s joining the European Union would bring more civilization to our country and illuminate our authorities to find appropriate solutions to these problems.
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