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I, INTRODUCTION

-

1. In the Latin American countries, as in‘maﬁy-other aréas of the world,
a large part of the population-liVes'under housing‘conditions which

are below the minifmm acéeptablé levél; Partigﬁlarly in the great cities,
overcrowding or housing in shacks or other temporaty structure is prevalent
in the region among the lower income gfoups. ‘Becéuse of the high population
increases and a constant inflow of moré people to the cities, this situation
tends steadily to worsen in spite of efforts on the part of the. Govermments
concerned to provide low-cost, permanént housing to some extent,

24 Housing conditions, on the whole are also below standards in the rural
areas, Such conveniences, as rurining water and electricity sre generally
lacking and the houses.are often built with meterials which are not well
suited for the purposee Large sections of the indigenous population in

some countries of the region live under housing conditions similar to

those of their forefathers, ,

3. In view of the pressing need for improved housing, the inclusion

of new dwelling construction as one of the important items in the economiec
and social development.plans now being formulated in the latin American
countries is essertial, That the provision of improved housing has to be
one of the most important features of social development hardly needs
amplification, Bubt there is also a growing realization that the provision
of adequate housing is a fundamental condition for economic develomment,

Le In formulating a housing plan it is necessary not only to have a ¢lear
picture of the need. for additional housing in phyeical terms, i.e. the
mumber of dwellings, but also to gather as much information as pogsiblej‘

on the significance of the housing sector for the economy as a whole, . This
information is needed to get an idea of the repercussions which gxpanded
housing construction is likely to have or the economy, and to eveluate the
economic feasibility of the housing plen, Economic and sacial development
has to take place on a broad scale and the authorities in charge of the
coordination of the planning effort are inclined to give greater priority

/for the
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for ihe housing authorities to be able to present information relevant
to all aspects of their plan in order to assure a proper consideration of
housing problems in determining general objectives of the plans of economic
and social developmert as well as to ensure co-ordination and consistency
of the actions which are proposed in this sector in relation to the
corresponding programmes of the other economic sectors,
5 There is a serious discrepancy between the urgency of the housing
situation in Latin America and the importance of the house~building and other
related industries on the one hand and the availability of the statistical
data reguired for administrative and planning purposes on the other,
Housing programmes require long~term planning and adequate statistics are
urgently needed not only in connexion with the programmes themselves but
for the formulation of both short and long-term economic policy which
directly affect the possibility of their implementation., The additional
“cost involved in the collection of more adequate statistical data would
be amply repaid by the savings effected as a result of more efficlent
plamming and fuller exploitation of the available resources,

The data required to obtain a picture of the economic significance
of housing are mainly of a macro-economic nature and a considerable amount
of relevant information could be obtained from the national income accounts
of the countries concerned if these were presented in enough detail and
were sufficiently reljable, Information from employment statistics,
family living surveys, goverrmment accounts, ete, is also needed to supplement
national income date in throwing light on various aspects of the problem.
6. This paper is arranged in five main parts, dealing with the economic
aspects of dwelling construction, physical resources needed for housew
building, the product of the consumer sector constituted by house~owners,
expenditures on rent and household income and the cost of dwellings, In
each part, conceptual and methodological problems connected with the relevant
statistics will be discussed and the availability of data in the region
reviewed, An attempt will also be made to analyse the available statistical
material to some extent,

/1T, ECONOMIC



ST/ECLA/CONF,.9/L.11
Page 3

. II. ECONOMIC ASPECTS OF DWELLING CCNSTRUCTION-
7« In table 1 are shown in synoptic form the national accounts data
currently available in the region which are of interest in assessing
the economic significance of housing in the context of economic and
.social development, Data on fixed capital formation in dwelling and its
relationship to other macro~economic magnitudes are of most direct
. relevance in this respect and therefore will receive somewhat fuller
treatment in this paper than the other national accounts concepts related
to housing,

(a) Significance of the investment in dwelling construction

8a As a background to the subsequent discussion of statistics needed and
statistics available for assessing the economic significance of fixed
capital formation in dwellings it may be useful first to review in general
terms some of the economic problems connected with this activity.
%s The number of dwellings which can be built during a given period
of time is limited by the funds available for fixed capital formation
in housing and by the manpower and materials on hand for the purpose, The
supply of both the funds and the resources in manpower ard materials
which can be channeled into this activity is to some extent elastic.
However, if the share of resourcea used for dwelling construction has ‘
ailready reached a relatively high level, the scope for further increase
is.in general relatively limited,
10, The total resources available for capital formation of all kinds
depend on various factors and in any case it could hardly be expected
that the efforts that may be made to increase.investment could produce
spectacular results in a short period of time, At present, out of the
part of domestic expenditure which is used for capital formation of all
kinds, very few countries allocate more than one third for dwelling
construction,
11, Foreign aid could increase the total funds available for consumption
and investment and if used primarily for capital formation, might also raise
the investment coefficient, Aid earmarked specifically for housing
development could also lead to an increase in the share of total capital
formation used for this purpose. But even substantial amounts of aid
are not likely to increase available rescurces by a high percentage

/Table 1
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Teble 1
NATTONaL AGCOUNTS DATA CURRENTLY aVAIL.BLE IN LATIN AMERICA FOR AN
ASSESSMENT OF THE ECONOMIC IMPORTANCE OF HOUSING
Gross Gross Gross Product
- gonstruction Gonsumption dogestio of
domestis domestio
. expendituras expenditures product oumership
Country aXpen- Fixed . by tndus of awall
ditu 1tal - -
ros P Total  Dwellings Tetal Rent trial inge
formation
origin sector
Argentina X X X 0 X o X 0
Brazil X X 0 0 X 0 X s/ %8/
Chile X A X 0 X ] X X
Colombila e X v} (4] X ¢ X X
Casta Rice X X 0 4] z 0 X X
Cube i X 0 (1} X 0 0 1]
Ecuador r Y X X X X X X X
Guatemaln X X 0 0 X 0 0
Henduras X X X X X X X X
Mexioo X X 0 0 X (V] 0 0
Peru X X X 0 X x X 0
Venezuela X X X X X X X X

&/ Nat product.
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and will. essentially be marginal to the funds available from demestic
sources. ' Also, the supply of manpower and materials for all purposes
is limited and if a too large part of these resources is diverted to
capital formation, there is a danger of creatlng or worsenlng economic
imbalances. ' '

12, Capltal fonmatlon in dwellings is undoubtedly productive in the
direct economic sense of the term, because dwellings produce housing
services which are part of the domestic product, However, capital
formation in dwelllngs does not have the expanded productive effect of
investment in the key industries., This fact makes, substantially larger
investments for this purpose, as compared to investments which have an
expanded productive effect, more difficult to justify on purely economic
grounds,

13. Although in the short run the effects of improved housing in
maintaining or inereasing the working capacity of the population are

" not immediately evident and therefore tend to be disregarded from a
purely economic standpoint,there is, however, a growing realization
that expenditure on dwelling construction, in providing for the satisfaction
. of a fundamental human need, is a necessary infrastructure investment

without which economic rln'tre'ln-mp t is not pne:c-.-:'h'ie 3

=44 bl B e W

In Latin America, the glaring deficit of dwellings for the lower income
groups makes it likely that economic development even in the short run
would hardly be feasible without an improvement of the housing situation,.
14, It has been stated;/that,in the economic field, the development of
housing programmes through the creation of new building material industries,
the expansion of existing supply agencies and the increase in work
opportunities has led to an expansion of all national economic activities
auxiliary to the building industry, Further, that the development of housing
programmes leads, in general, to an increaSe in productivity since
enlargement of markets permits mass production and consequently an

increase in the earnings and productive use of industrial equipment, and
because the workers! output is increased due to imprOVed 1iving conditions

1/ United Nations Economic Commission for Africa, Report of the Workshop
on low-cost housing and related commnity facilities, held in Tunis,
Tunisis, 9-22 October 1961 (E/CN,14/SWCD/L) .

,hl\na ad ad e
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created by better housing, Finally, that an increase in permanent housing
leads to greater stability among the population which may be the starting
point for regular work and the beginning of economic and sceial progress,

15, In the industrially advanced countries, total employment in construction
is usually about 20 to 30 per cent of that in all manufacturing industry,

and housing probably accounts for about half of the total direct and

indirect employment in construction, In the less developed countries, a
natiocnal housing programme can provide a similar large employment potential,
In rapidly developing and urbanizing countries, employment in construction
appears to be the first step in the shift of rural migrants from agricultural
to industrial pursuits., On the other hand, shortages of housing result

in a high and inflationary rent level which can lead to high wages and
production costs which in turn will have an adverse effect on economic
development.g/

16 An adequate rate of savings is a pre-condition of economie prbgress.
Creation of the savings habit is often difficult, even where incomes allow
it, and since housing offers a tangible, desirable and personal objective
people can be more readily induced to save for housing than for other

forms of investment. A housing policy and programme, therefore, which provide
the means and the incentive for individuals to amass their own saving for
housing will contritute to general economic developmen£ both by the actual
savings realized and by the saving habit created.z/ B

17. Investments in housing and urban development programmes, together with
education ard health, belong to the category of social overhead project and,
like the economic overhead projects (such as ﬁransport, communication and
power), are basic to edonomic development, These overhead projects provide
little or no yield in foreign exchange, They usually furnish low returns
in the short run and take a considerable time to realize any yields in
financial terms, Their benefits, however, are derived from the more .

balanced development of economic activities which they are Supporting.ﬁ/

2/ United Nations, Group of Experts on Housing and Urban Development,
The role of housing and urban development in national development
programmes, Working Paper No. 4, New York, 1962,

3/ See footnote 2/,

4/ United Nations, Report of a Special United Nations Fund for Economic
Development, United Nations Publication, Sales N°: 19534 II.1l, para.l07.

/184 Some
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18, Some conceptual and methodological problems connected with obtaining

the statistical data needed to analyse the economic significance of

dwelling construction will be discussed below and the methods of estimation
actually applied in some of the Latin American countriés will be briefly
reviewed, On the basis of the available data an attempt will be made to
analyse the economic significance of dwelling construction in the countries
of the region, The conclusions arrived at must neceSSArily be highly
tentative, but the analysis may illustrate what could be done if sufficiently
ample and reliableldata were made available,

(b) The coverage of the national accounts concept of dwelling construction

19, In its proposal for a standard system of national accounts and related
tablesy,<~ the Statistical Commission of the United Nations recommends that
fixed capital formation in dwelling be shown as a separate item in the

table on the compositlon of gross domestic capital formation by type.

Total gross fixed capital formation in dwellings is defined to include

"2ll expenditures on new construction and major alterations to residential
buildings including the value of the change in work in progress, but
excluding the value of the land before improvement, The expenditure covers
the cost of external and internal painting and all permanent fixtures such’
as furnaces, fixed stoves, central heating and water supply.installations
and all the equiﬁment customarily installed before renting’, This definition
is applied by countries of the region which estimate fixed capital formation
in.dwelling, , ,

20, Various breakdowns of total expenditures on dwelling construction
would be very useful for a full analysis of its economic significance, For
instance, it would be useful to know its distribution by urban and rural -
areas, by size and characteristics of dwellings and by new construction

and major repairs., The distribution of the total expenditure by public

and private sectors'would also be of interest to show the part played

by goverrments in dwelling construction,

&
A System of Natiomal Accounts and Supporting Tables", Studies in Methods,
Series F, N° 2, Rev,l, United Nations, New York, 1960,

/21, It
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21, Tt is also important to know how large a part of total annual
expenditures on dwelling construction is needed to replace houses worn out
by normal wear and tear or destroyed., Depreciation allowances on the
actual replacement value of the dwelling stock estimated for national
income purposes would give an approximate measure of this, Bstimates of
the replacement value of the dwelling stock are, of course, also of the
greatest interest in themselves and not only as the basis for calculating
the annual depreciation allowances,

22, Although they only include specific recommendations about including
figures on total gross fixed capital formation in the national accounts
estimates, the United Nations?! standards, of course, are not intended to
prevent country estimates from including any mumber of classifiéatidn of
. dwelling construction by“type as well as estimates of both nétzand gross
figures, as long as they are kept within the general framevork of the
definition of the total, ‘ |

23« Tt should be noted that gross fixed capital formation classified by
type in the national accounts only refers to items which represent ah increase
in the capital stock from the point of view of the bountry as a vhole, A4s
a consequence of this, the value of the land on which the buildings are
constructed is not included in fixed capital formation in dwellings, A
special item for "land" is included in the classification recommended by
the United Nations, but this item refers only te net expenditures, inciuding
legal and other fees connected with the transfer of land from one owner

to another and not to the value of the land itself,

2L In the classification of fixed capital formation by industry, however,
“the United Nations recommends that the movement of already existing
capital goods should be taken into account as positive capital formation
of the industry of purchase and negative capital formation of the industry
of sale. Acquisition of land by the industry*ownership of dwellings™
therefore should include the value of the land purchased or rented for
residential construction. In practice however, the few countries of the
region which estimate capital formation by industry have not been able

to adjust their figures for transactions between industries in existing

/Tixed capital,
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fixed capital, including land. Since the cost of acquiring land in the
countries of the region often amounts to a considerable part of total cost

" of the house-bullding projects, it woiild bé very useful if the Latin

American countries, in developing their estimates of fixed capital formation
by industry, could take this factor into account,

25, Ih-'openiﬁg up new areas for dwelling developments it is necessary

to put down new water-mains and sewer-pipes, to construct light and telephone
lines and to work up new streets and roads, For the purpose of assessing
tof:._za,l cost of a housing prograrme it is of interest to know the present

ratio between these expenditures and the direct expenditures on fixed

‘¢capital formation in dwellings. In the Latin American countries this is

so much the more important because the cost of many public utilities

is not borne by the Goverrment but by the private builders themselves,
and therefore directly increase the cost of dwelling construction, At
prewent, however, no information is available in the national accounts
or elsewhere, which makes it possible to evaluate the importance of these
items,

(c) Availability of data and methods of estimation

26, Construction expenditure is one of the most difficult items to estimate

: H L] -
in the national accounts anywhere in the world, because the basic statistics

~ on which these estimates have to be built afe usually rather inadequate,

Two main methods have been applied in Latin America, The method most
widely used is to base the estimates on buiiding permit ‘statistics for the
private sector and on data extracted from the govermment accounts for the
public sector, An alternative method based on domestic production and
imports of building materials with appropiate mark-ups is used in at least
one country of the region,

27« Bulilding permit statistics are available for many Latin American
countries, but as a rule they cover only the capitzl or selected urban
areas, (See table 2,) A Tew countries have building permit statistics
which also cover the rural areas, wholly or in part, In addition to being
limited in geographical coverage, building permit data also suffer from
other weaknesses such as the fact that some building takes place without
permits, that not all buildings for which permits are issued are actually

/Table 2
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Table 2
BUILD ING PERMIT STATISTICS AVAILABLE FOR LATIN AMERICAN CQUNTRIES

Courtry - . Residential) construction Coverage

specified

Avgentira " ¥No ‘ Floor aree of all new bulldings compleled
in the Federal Distriet of Buenos Aires,

Bragil . No Floor area of buildings euthorized in
State capitale. Recongtruction is included,

Chile Yeos Floor area of new bulldings authorized in
13 communese

Colombis - No Ground area (including gerdens, patics,
eto,) of new bulldings suthorized in 18
citiez, o

Costa Rica 7 No Floor arsa of new bulldings authorized;

: private construction only,

Cxba No Total number of building permite issued
for private urban construgtion.

Guatemala : He Floor aree of private construction
completed in Gwmtemala City, including
extanslions,

Maxioo Yes Number of builldings completed in the
Fadorel District.

PAnams, Yes Mumber of building permits issued in the
Distpiots of Farama City and Colon for
private construction.

Venezuela No Ground area of new buildings authorized,

Source: United Mations, Supplemeni to the Monthly Bulletin of Statistics, New York, 1959

[completed and
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completed and that there is a time-lag of varying length between the
issuing of a permit and the completion of a building, When used for
estimating totals covering the whole country these data must therefore

be adjusted both for geographical undercoverage and for incomplete
coverage of house~building in the areas for which they are available,

28, The adjustments of the building permit statistics with respect to
geographical undercoverage appear in general to be incomplete in the
fegion and several countries prefer to make no such adjustment at all in
thelr estimates, Others make an adjustment by assuming, for instence,
that new dwelling construction has the same ralationship to the existing
stock of dwellings as at the time of the most recent housing census in
the areas covered by building permits statistics as well as in the areas
not covered by them. Statistics of finished building based on the
certificates of occupation required in most countries of the region are
sometimes used in adjustmenits for the time-lag between the issuing of
building permits and the completion of the dwelling, as well as for the
nor~utilization of permits. In countries which use the values stated in
the building permits directly in their estimates of the value of dwelling
construction, rough adjustments are usually made for possible under-
valuation., All these adjustments are, however, necessarily very
approximate ard it is on the whole likely that the use of the btuilding
permit method leads to some under~estimation of construction expenditures
for most countries of the regions - ' '
29, Some countries use the building permit method to make full estimates
of the construction component of fixed capital formation for bench-mark
years only, while for other years they extrapolate total fixed capital
formation by means of volume price indicators. For Brazil, for instance,
there exists a detailed estimate of fixed capital formation for 1949 including
& breakdown of consiruction expenditures by dwellings and other, For the
years after 1949, however, total fixed capital formation has been estimated
by means of a series for apparent-consumption of raw materials for
capital gocds production of national origin and a series for the imports
of capital goods. No breakdown ;f total fixed capital formatién is therefore

available for the years after 1949,
/30, Only
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30, Only three countries of the regioné/ (BEcuador, Honduras and Venezuela)
currently publish separate figures for dwelling construction in their
national income accounts, while the other countries which use the building
permit method publish data on total construction only. The same three
countries are also the only countries of the region which publish data on
fixed capital formation by industry. The figures they show for capital
formation in the sector‘'ownership of dwellings® are, however, identical

to those shown as capital formation in dwellings in the breakdown by

type of capital goods and therefore are not.adjusted for purchase or

lease of land for purposesof house~building,

31. Venezuela publishes more ample information on construction activities
in its national accounts than any other country of the region, Building
permit data covering the whole of the country are available and ratios
between permits issued and buildings finished have been established by means
of information on the start, progress, completion or interruption of
building construection in the two main centres, These data combined with
information from housing and population censuses snd data obtained from

the various public housing institutions have made possible estimates of
dwelling construction classified by urban and rural, of the existing

stock of dwellings and of depreciation,

32+ The reason why so few of the countries which use the building permit
method in estimating construction expenditures present separzte data

for dwelling construction in their national accounts is that the basic

data on building permits in most countries of the region are available

only as totals without any classification by dwellings and other buildings.
Since the basic shedules on which these data are based generally give .
information about the types of bullding for which the permit is issued,

it would appear that a classification by dwellings and other buildings could
be obtained without much additional effort as a special caleculation for nmatiomal

6/ Similar official estimates are available for Chile up to 1954, For
Argentina and Colombia, unofficial estimates were made for use in
the ECLA studies of the economic development of thesé countries,
covering the period up to 1955 and 1953 respectively.,

/income purposess
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income purposes, In.practice, however,there may be obstacles against
such preocedures, e.g. the agency responsible for the tuilding permit
statistics may not be the same as the one which makes national income
estimates and therefore may not have the resources to make a special
calculation of this kind or may be reluctant to place its basic material
at the disposal of the national income estimators,

33. Another reason why the countries sometimes may prefer to show only
total construction expenditures in their national income estimates even
if the building permit data would make possible a breakdown by dwellings
and other construction is that they may consider the basic data too
unreliable or too unrepresentative to show any details, A4 breakdown of
the total by dwellings and other construction might give a distorted
picture of the actusl relationship between the components and therefore
may be discarded by the national income estimators,

34 Argentine, for instance, publishes figures on total private
construction only although the method of estimation apparently would
make possible a breakdown of the total, Data on building permits issued
and information on finished or approved ﬁork are availabvle for Greater Buenos
Aires and a number of principal municipalities in the interior; classified by
dwellings, commercial buildings, industrial construction and additions

to existing buildings. The floor space built is valued for the

purposes of the national income estimate of construction expenditures, at
the average cost of construction fer each of these types of buildings

in the various regions,'obtained from construction enterprises, housing
credit institutions and various other scurces, Ths value of bﬁildings in
the rural areas is not included because it is not covered by the

building permit statistics, . _

35, If the building permits system has sufficient coverage and is well
organized, the basic permit schedules could be used to work out approximate
classifications of dwelling comstruction by type {(urban or rural), by
cost and by quality for the national income accounts, Information on
govermment accounts would also. make it possible to extract the government
share from total dwelling construction, Such bréakdowhs are at present

very scarce in the region. Considering the irportance of more detailed

fand reliable
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and reliable data on dwelling construction, it is hoped that countries
will in future utilize their building permit statistics more fully in
their national income estimates and also improve the basic data available
in this field,

36, For Panama, a different approach has been taken in estimating
construction expenditures, by using the so—called commodiiy flow method,
Figures on the value of domestic production and imports of building
materials from the basic statistics amd a percent addition has been made
for the other components of total building costs, Since statistics on
the production and particularly on the imports of building materials are
relatively abundant, this method may lead to a total estimate of better
coverage than by applying the permit method, if permit statisties are
inadequates

37 In practice, however, it way bs difficult to identify some items

of building materials in the import statistics because they mey be
classified together with items which have other uses, such as, equipment
of various kinds, The same commodity can sometimes also be used both
directly as building material or as & raw material in a further process of
production. Moreover, available rascurces often do not permit as full
an analysis of the basic production and import statistics for the
national income estimates as might be possible,

38, Another difficulty in applying this method is that the CIF or
ex~factory cost of materials constitutes only part of total building
costs, and the other components which usually represent more than

‘half the total have to be added to the cost of materials, Since this
addition has to take into account not only labour costs, but also custems
duties, freight and mark-ups of middle-men for the various types of
building materials, it is difficult to determine accurately and therefore
a rough figure is used in most cases,

39, However, the mest serious objection to the method from the viewpoint
of this paper is that by its very nature it precludes an estimate of
construction expenditures by component, Since the same materials are
generally used for dwelling construction and other building, it is, of

/course, not
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course, not possible to distinguish between these two purposes in

" allocatirgdomestic production and imports of such materials. Countries
using this method could therefore only obtain separate figures on
dwelling construction in their national accounts by making an independent
estimate based on a different set of basic data, ' .

40, Tt is clear what has been said that the data now produced by the
Latin American countries in their national accounts fall far short, in
detail and quality of what is ideally required to analyse the economic
significance of dwelling construction, A fuller utiliéation of whatever
basic data are available, combined with further surveys‘from building
permits, may be one way of obtaining improved estimates in the relatively
short run without the expenditure of much extra resources, To become
really satisfactory, however, the national accounts estimates of

dwelling construction ought to be based on more solid data obtained

from construction censuses and anmual sample surveys based thereon, This
long-term goal therefore should not be lost sight of,

(d) Expenditures on dwelling construction in relation to other macro-

economic magnitude
41, As already mentioned in the preceding section, few data on dwelling

construction exist in the national accounts of the countries of the

- region and the available figures suffer ffom many weaknesses with regard
to coverage and reliability., However, mainly to serve as an-illustration
of the importance of obtaining more ampie and reliable information in
this field, an analysis in the broadest terms will be attempted on the
basis of the data available, Since estimates for countries outside the
‘region are also used in the following, it should be noted that with few
exceptions these figures are also Sgbject to simiiar'reéervations 2s
regards their reliability. |

42, No direct comparison of the absolute levels of-dwelling construction
between this and other regions is possible‘at pfesent, becaﬁse figures
converted to a common currency do not exist, Although no entirely
satisfactory technique has so far been developed for converting total
products into a common currency, some calculationﬁ have been made which

/give a
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give a general idea of the relative levels of the total in this region
and in Western Burope and the United States.Z/ The data available (see
table 3) indicate that the percentage of total product used for dwelling
construction probably does not differ very much between this reg?on and
the more industrialized areas, It may be somewhat lower here,

43, It is well~known fact that building costs in many Latin American
countries are relatively high, because many building materials have to

be imported and the domestic building materials irdustry in most countries
has too a limited market to operate on the most economical scale,

Dwelling construction in this region is also heavily concentrated in.the
large cities where wage-levels in some countries are relatively high,

The high building costs are generally considered to be one of the chief
obstacles to the provision of low cost housing on a large scale in Latin
America.

Lk, On the basis of available estimates of gross product for Europe

(in United States dollars) made by the OEEC and for Latin America by

ECLA it may be assumed that the per capita gross product in the United
States is around five times and in Western BEurope about two and a half times
higher than in Latin America, If similar ratios are assumed for dwelling
construction, this implies that tctal resources spent for this purpose
per person in Latin America amount to only about 40 and 20 per cent respectively
of the corresponding expenditures in Western Europe and the United States.
i5, Even if it is assumed that the figures on dwelling construction for
this region are underestimates compared to those of the cther regiocns

it is not likely that the degree of underestimation would be high enough
to change the general picture to any significant extent, Among other
things, the figures for the countries of the region generally do not cover
the construction of shacks in the cities and only inadequately cover
rural building, BEstimates for some large cities indicate that perhaps as

much as one quarter of the housing units actually constructed are shacks.8

7/ See: OEEC, An internationel comparison of nationsl products and the -
purchasing power of currencies, Paris, 1958, and United Nations,
Economic Survey of Iatin America, 1958, Mexico, 1959

8/ Banco Central de Venezuela, Memoria 1959, states that both in 1950 and
in 1959 about one quarter of the all housing units in urban areas were

shacks,
© [Table 3
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Table 3

GROSS FIXED CAFITAL FORMATION, CONSTRUCTION EXFEIDITURES AND
EXPEMDITURES ON DWELLIRG CONSTRUCTION, 1957-1959

_ P ————

Gross fixed Conatrustlon Expenditures on dwelllng constructlon
caplial - Sxpenditures Ae pergent  4s pex;';;rrﬁ Ag percent
Cowntry i;rng.f,gﬁt As percent  4g percent of construse of grose of gross
of gross of gross of gross 405 expend~ fized capie dozestio
domestic  fixed capital domestic itures tal formation product
preduct formatlon  product
Argertina, 1956 15.1 £5.8 8.5 48.6 27.1 L |
Chils, 1954 | 8ol 66.5 545 58,7 391 3.3
Colombia {1353}a/ - 2249 g0.4 13.9 19.5 11,8 2.7
Ecuador 12.5 54,9 849 3245 17.9 2,2
Honduras (1955-57) 1342 6745 8.9 38.8 26,2 Jl
Mexico, 1955 ik.0 coa ..Q . eee 17,1 2,1
Faname 14.3 6L.8 9.2 et ces aow
Peru (1956-58) 24,9’ 38.8 97 vee see cos
Venezuela b/ 25.4 60.4 15.4 2046 12,4 3.2
British Gulane (1954-56) 19,7 59.2 11.4 29.9 ' 17.7 3.5
Jamaios 22,6 ess C o ses sun lﬁ.h 3.0
Puerto Rico of 22,1 624 13.8 3.2 22,6 5.0
Trinjdad and Tobago 2545 5546 4.2 .sa ove
Dermark 78 e 946 37.1 15.8 2.8
Greeca (1956-58) 16.5 Sh.9 10.7 h7.6 30.9 Fal
Italy 21,3 59.7 12.7 47.8 28,5 1
Netherlanda 2h,2 5042 12,1 1,1 20.6 5.0
Norway 297 4,0 13.1 3245 1.3 Ue2
Portugal 16.0 £9.h 11.1 28,7 19.9 3.2
United Kingdom : 15.4 47,9 7.4 3647 . 17.6 2.7

United States 16.8 €623 11.1 k0.7 27,0 .5

Source: United Matioms, Yearbeok of Mational Accounts Stetisties, 1957, 1959 and 1960, New York, exoopt

santiago, 1956; Colombia: United Nations, El Desarrollo Econémico de. Colombia, Anexo Estadfstics
(E/CN.)2.365/hdds1/Revel), Santlego 1957; Mexico; United Mations, Externs) Dissqulibrium in the
Economic Development of Latin imerlce: The sase of Mexico (E/CN.,12/428), La Paz, 1957, Panama:
Diraeceidn de E, y Cenzos, Ingreso Nacioral Aflos 1955-59, Estadfstica Paramefa, Affo ¥X, Serle "Cvy
Venezuela: Banco Cewtral de Venezuela, Memoria 1959, Carsens 1960, Chile: Cutntns Hacicnales de Chile,

194054, CCRFO 1957,

a/ Based cn fizwres at 1950 prices.
b/ Based on rigures et market prices of 1957.
o/ Fiscal yesrs beginning 1 July.

Fr 1
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This type of housing must, however, be considered as one of the most acute
symptoms of the dwelling shortage rather than as additional dwelling space
provided, and may therefore rightly be disregarded. As regards expenditures
on dwelling construction in the rural areas, indications are that they
constitute a relatively insignificant part of the total.z/

L6, It is not known how much of the total expenditures on dwelling
construction is spent on luxury type housing, but the share is no doubt
high in most countries of the region., In spite of considerable efforts

on the part of govermments to provide cheap financing of low cost housing
through such measures as the creation of loan funds with low interest

rates and long amortization periods and the encouragement of cooperative
financing, most dwelling construction is still financed by private capital,
This capital demands high interest rates and a low amortization perioed

and therefore is directed towards the building of houses which biing a high
rent. The amount of dwelling space acitunally provided may therefore be
considerably smaller’ than the present expenditures on dwelling construction
could have supplied if directed towards more modest types of housing,

L7« Part of gross fixed capital formation in dwelling is used for the
repairs of existing houses to inecrease their lifetime or to replace

houses worn out through normal wear and tear or accidents, It is doubtful
whether repair costs are adequately covered in the estimates for the

Latin American countries but it is also known that major repairs are

to some extent neglected by the owners of the dwellings,.

4,8, Estimates for some Latin American countries indicate that annual

gross fixed investment in dwellings in the region probably amounts to

about six per cent of the depreciated value of the existing dwelling stock,
If two per cemt is needed for replacements, this means a net addition to

the dwelling stock of arcund four per cert annually or slightly more than
the population increase which is estimated at about 2.6 per cent for

9/ BEstimates published in Banco Central de Venezuela, Memoria 1959, show
that in Venezuela dwelling construction in the rual areas in the period
1950-1959 was 8,1 per cent of the figure for the urban areas, According
to United Nations, El Desarrollo Econdmico de Colombia, Anexo Estadistico
(mimeographed) Samtiago 1957, the corresponding figure for Colombia
during the period 1945-1953 was 4 per cent.

/the region
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the region as a whole,lg/ Very little is itherefore left to provide the
necessary housing for the large part of the population which is at

present virtually without a roof over their heads,

49, Available data indicate that dwelling construction as a percentage

of total gross product and as a percentage of total fixed capital formation
is lower in the Latin American countries than in more industrialized countries
outside the region. While the share of total product used for dwelling
construction in the seven countries of the region included in table 3 variss
roughly from 2 and 4 per cent, the corresponding percentage for the more
industrialized countries is between 3 and 6 per cent, The tablg shows

that there are several less industrialized countries outside the region
which spend a greater share of their gross product on dwelling construction
than do the Latin American countries. (e.ge Greece with 5.1 per cent
Puerto Rico with 5,0 per cent and Malta withi 4.2 per cent.) This would
suggest that the Latin American countries do nol spend as much on

dwelling construction as they could even at their present level of
development.,

50, Some information on the public share in dwelling construction is
available for Ecuador and Venezuela, In the former country, the public
sector accounted for about 6 per cent of the total during the period
1955-195791;/ The data on public expenditure for dwelling construction
available for Venezuela are not quite comparable with the figure for

total dwelling construction, However, they indicate that the public

share was considerably higher here, possible around 20 per cent.;g/ Thisg
indicates that the relatively high figures for total expenditures on
dwelling construction in Venezuela are partly due to a special effort

on the part of the Goverrments to supply low-cest housing by direct
building.

;g/ Estimates in the ECLA studies on Argentina and Colombia show that the
average annual increase of the dwelling stock in Argentina between
1945 and 1955 was 4.4 per cent while the corresponding figure for
Colombia during the period 1945-1953 was 3,8 per cent. For Venezuela,
which has a better record in this respect than most countries of the
region, the average annual increase in the dwelling stock between 1950
and 1960 was as high as 9.3 per cent. In spite of this relatively high
increase, the Memoria 1959, of the Banco Ceatral states that the housing
problem is still very far from being solved,

11/ Banco Central de Ecuador, Memoria, 1958,
12/ Banco central de Venezuela, Memoria 1959 and Memoria 1960,

/51, Very



ST/ECLA/CONF,9 /L.11
Page 20

51, Very little statistical materisl is available for a comparison of
expenditures cn dwelling construction with expenditures for other social
purposes in the region, There are, however, indications that fixed
capital formation in dwellings is approximately equal to or somewhat
higher than total expenditures on education by goverrmment as well as the
private sector in the regions, which probably amounts to about two to
three per cent of the gross domestic product. It is generally rccognized
that the present level of cducation expenditures is also grossly

inadequate,

IIT, PHYSICAL RESOURCES NEEDED FCR HOUSE~BUILDING
52+ If the financial resources are found for a greally expanded programme
of dwelling construction, the next step is to gauge what the programme
would require in terms of materials and manpower. The problem of
manpowers The problem of manpower would in most countries probeaoly
be mainly one of vocational training end not of numbers available, With
regard to materials, however, the problem 1s to assess whether the domestic
building materials industries can be developed in the short run to
such an extent that they can meebt no only the reguirements of increased
house~tnilding but also the extra demand for other construction
which will arise when economic development is accelerated, To estimate
the future requirements for manpow:>r and imported as well as home-produced
building materials, it is necessary to know as much as possible about
the present supply of these reSources,
(a) Manpower
53+ Employment data referring to the house~building industry alone are
normally not available anywhere in the world, but only data for construction
activity as a whole. The reason for this is that the manpower occupied in the
building and construction industiry may be used for various iypes of
building work during one and the same period and therefore cannot easily
ba allocated to any specific type.of activitj.
54 Neither is it easy to obtainrcurrenﬁ deta on employment in the
construction industry as a whole, because building and construction work
is frequently undertaken by enterprises organized on an ad hoc basis for a

special project and these enterprises as well as the more permanently organized

/censuses often
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censuses often operate with transitory manpower., This makes it difficult
statistically to identify both the industry and its employment.

55. Current data on employment in the construction industry are at present
very scarce for the Latin American countries, The countries of this
'region should, however, have a good starting-point for developing such
data in the future because of their comprehensive soclal security systems,
For the time being, however, the population censuses are practic%lly the
only sources available for information of this kind, A number of Latin
American countries held censuses around 1960 and up-to-~date figures will
therefore become available in the near future to replace the obsolete
information from the 1950 censuses. .

56, Since existing data are few and not quite suitable for the purpose,
special surveys would be necessary to obtain the information on manpower
needed to carry through a housing programme., Such surveys need not be

' very extensive, but could ke limited to engineering-type studies on man-
hours required in building various kinds of typical houses, On the basis
of the results of surveys of this type and the number of houses to be built,
total manpower needed for dwelling construction could be estimated and
compared to an estimate of the total supply of labour and the roguirements
for other activities.

(b) Materials _ .

57. The building materials industries have developed considerably in
Latin America since the wer., Available data show that cement production
in the major countries has increased saveral times during this period and ~
it is also known that domestie production of iron and steel for building |
purposes has increased considerably, Many of the smaller countries,
however, still depend largely on imports for their building materials and
none of the countries are as yet fully self-sufficienmt in this respect.
The need for imports combined with the high domestic transportation costs
for building materials from the few centres of production are factors
which bring building costs up to a relatively high level in Latin Amerieca,
Limited domestic markets have also prevented the development of building
industries on the most economical scale, However, large-scale dwelling
construction combined with possibilities for specialization when the common
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market goes into effect should.improve the outlock for lower domestic
production costs in the future,

58, There is at present no way of kriowing, on the basis of existing statistics,
whether most domestic or imported building material items are used for house~
building or for other construction purposes, Therefore, although data are
generally available for the countries of the region on the imﬁorts of
building materials, and many countries also publish data on domestic production
of the main materials of this kind, these data are not directly suitable for
estimating the present consumption of such materials for the purposes of
dwelling construction.

59« 4z in the case of manpower, the best way to get some idea of the amournt
of materials used for house~building is therefore to undertzke special
engineering surveys on the consumption of meterial for wvarious types of
housing, On the basis of such studies, total materials of various kinds
needed for an expanded programme of house-~building could be estirated and'
compared with the domestic capacity for production of such materials. A .
rough idea of the need for imports of building materials may then be obtained,
allowing for 2 possible future expansion of the building materials industries,
(¢) Input—output tables

60, Several countries of the region have prepared or are in the process

of preparing inputeoubput tables which, among other things, make possible !
broad conclusions on the direct and indirect effects on the economy of an
expansion of total investments. Because of the difficulty of estimeting

the total value of dwelling construction, and even more so of the inputs in
this activity, it has not been possible so far to show dwelling constructibn
as a special item in the inmput-output tables,

61, AS more basic statistics permitting an extension of the input-output
tables, become available very useful information on vhat an increased
programme of house~building implies in terms of greater production in the
various domestic sectors and increased imports can be obtained, This

would provide a good basis for judging whether or not a specific programme
for increased dwelling construction is economically feasible,

/IV, THE
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IV, THE DPORTINCE OF HOUSE~OWNERSHIP AS AN ECOMCMIC ACTIVITY

62. The existing stock of dwellings contributes to the national product
by producing housing services, i.e. by making dwelling space available for
occupation, The economic value of these services is measured in the
national accounts as the difference between rents paid or imputed for owner
occupied houses and current expenses incurred by the owners, ,i

63, Although data on the value of dweliing services currently produced are
not as directly relevant to the problems of plamning and financing a
housing programme as are the data on fixed capital formation in dwellings,
such data still help to shed light on some aspects of the housing problem.
A comparison between countries of the value of housing services in felétion
to total gross product may also give an approximate indication of

relative shares of income spent on housing, This aspect is important in
dealing with the countries of this region since information on total

rents is scarcer than informetion on value added in the ownership of
dwellings sectbr. |

(a) Concept and methods of estimation

64, In the United Nations recommendations on national accounts, value
added in the ownership of dwellings sector is considered part of the

domestic product and is defined to inciude the compensation of employees

and the gross operating surplus originﬁtipg from the'use of dwellings,

The sector should cover "the contribuﬁiqn to gross domestic product
originating from the use of dmellingsvéﬁﬁed by individual landlords {including
rent of owner-occupied dwellings) and in corporate and ﬁbnncﬁrporate
entérprises principally engaged in hifing out, premises to ofhér transaktors".
In principle, all the Latin American countries which est:mate value added

of the housing sector adopted this deflnltlon.

65, A breakdown of domestic product by 1ndustr1a1 orlgln is avallable for
most Latin American countries, but some countries 1ncluderownersh1p of
dwellings under the heading of "othér services™ because their_bésic statistics
do not make a separate estimate possible., However, more than half of

the countries show walue added of the dwelling sector as a separate item

on their national accounts, .
J66e To
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66, To illustrate the methods of estimation actually applied for this

jtem in the region, a few examples may be drawn from countries which
publish detailed information on their national income methodology.

In Argentina, for instance, a figure for total rents in 1946 is esﬁimated
by assuming thet imputed rent of owner-accuplied houses was equal to the .
average rent paid by tenants according to the housing census of that

year, This figure has been extrapolated for other years by taking into acoount
the variations in dwelling space provided, the change in controlied rents
as registered in the cost of living index, and the probable level of
uncontrolled rents for new dwellings, " An estimated amount for maintenance
expenditures and indirect taxes is finally deducted ta obtain gross value
added, It is of interest to note, however, that the figures on value

added in the ownership of dwsllings sector, estimated in this way, are
published separately only up to 1947.

67. In Colombia, basically the same method has been used in estimating
gross value added in the dwelling ssctor, The number of dwellings according
to the housing census of 1951 are extrapolated for other years by means of
data on new buildings dn urban and rural areas, Average rents obtained by
means of special surveys are then applied sepafately for the main cities,
other urben areas and rural areas, From total rents thus estimated are
deducted real estate taxes as shown in the goverment accounts and mortage .
interest as published in the banking statistics, both with some adjustments.,
Maintenance amd repair-costs are estimated on the basis of a direct survey,
and insurance premiums are considered to be so negligible that they have
been disregarded,

68, In Panama, a somewhat more indirect method of estimation is used,

The number of occupiled dwellings in any one year is estimated as the
quotient between total population and the average number of persons per
occupied dwelling according tothe housing census of 1950, This total is
then classified by urban and rural ownership and sub~divided into ownere
occupled, rented and rent-free dwellings, all on the basis of ratios from
the 1950 census, The number of dwellings within each of these categories
is subsequently multiplied by the appropriate aversge rent according to

[fthe 1950
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the 1950 census, A4n estimate of total rent at currermt prices by means

of the component for rent in the cost of living index, Finally, an
approximate estimate of administrative expenditures, water charges and
expenditures on repairs and maintenance is deducted to arrive at value
added,

69. No general statement can be made as to whether the figures arrived
at by these methods of estimation tend to attach too mich or not enough
importance to the ownership of dwellings sector, because of the many
steps of subjective judgement involved in the caleulations, For instance, while
the coverage of the housing censuses is not always complete, especizlly
for the rural areas, the average rents anrplied to the estimated stock of
dweliings may well be somewhat high, In particular, tﬂe choice of

average rent to be apnlied to owner-occupied houses is often highly
dependent on subjective judgement, Finally, the indicators used for
extrapolation of rents as a general rule have too limited coverage to

‘be truly representative of the universe they are meant to cover, but it is
not possible to say in which direction their movements deviate,

(b) The share of housing in gross domestic product

70. Table 4 shoes the percentage contribution of the ownership of dwellings
sector to gross domestic product in some Yatin American countries and

in some countries outside the region. It is evident from what was said

in the previous section that conclusions in the broadest terms only

ean be drawn on the basis of these figures, Even allowing for a degree

of statistical nonyincomparability, however, it appears to emerge rather
clearly from the table that the contribution of the dwelling sector to

gross product is on the whole somewhat higher in the Latin American countries
than in the more industrialized areas,

71, Since the per capita product of the Latin American countries is
considerably lower than in the more industrialized areas, the per capita
amount of dwelling services provided is also likely to be lower in spite

of the fact that a somewhat larger share of total product may originate

in the ownership of dweliings sector., That the amount of dwelling services
relative to total income should be higher in this region does, however,

require some explanation,
/Table 4
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Table 4

SHARE OF THE "OUILHSRIP OF IWELLINGS" SECTOR IN GROSS DOMESTIC

PRODUCT AT FACTOR COST, 1357-59

Apgentim  (1953-55)
Brazil g/ (1956-58)
Chiie

céiembm

¢osta Rles b/
Eevador (1956-58)
Hondures (1955-57)

Panama

" Verlazusia &/ (1959-60)

Jémaica.

Trini&ad and Tob;go
Dennari

Géaeca

Italy

Notherlands (1555.57)

Norway 3/

" Portugal

United Kinzdom
United States

LB~
4,3
77
543
4,1
746
703
11,1
12,5
343
1.6
4,1
643
2.1
2.7
29
343
3.6
2.4

Source: United Nations, Yearbock eof lationmal Accounts

Statistics, 19359 and 1960 New York, except Argentina: Unlted
Nations, El Desarrello Economico de Argentina, Anexoe Bstadfs~

tico [E/0N,12/429/8ad,Y4), Santiagzo,1958; Panama: Direccidn de
Epiadfztica y Censos, Ingresc Maciomal, Afles 1955-1959,

Estadistica Panamefin, Afio XX, Seris Y("; Venozuela: Banco Cenw-

trel de Venezuela, Memoria 1960, Carscas, 1361,

8/ Based on not figures,

g/ Excluding ownership of duellings in the agricultursl secter

o/ Incduding inmterest

8f Based on figures at market prices.

/ 720 The
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72+ The principal reason is undoubtedly that the valuation of dwelling
services, i,e, the level of rents, is relatively high in the region
considering the level of per capita income., As will be discussed more
fully in the next section, available data clearly indicate that the
percentage of incomes spent for rent, particularly by the lower income
groups, is much higher here than in the more industrislized countries.
73 Also, the population has to have housing of somé kind regardless

of the general level of sconomic activity, particularly if the climate
requires more than a minimem protection against the elements, In spite
of a relatively larger overcrowding of the available dwellings and the
housing of part of the population in quarters which could hardly be
called dwellings at all, the cuaniity of housing space available in the
region as compared to more irndustrislized areas still likely to be more
a function of the relative size of the populations than of the comparative
income levels, :

The Still another factor conducive to an increase in the relative level
of the product of the ownership of dwellings sector in the region is
that deductions from the rental income fok\mainﬁenénce and repairs

are probably lower_th@n would be needed to -keep the dweliing stock in
good condition, o 'f':

75, In table 5, the ratio between gross fixed capital formation in
dwellings and the gross prbduqé of the dwelling sector is shown for the
countries of the region for wﬁich.such a comparison is possible and

for some courmtries outside- the region. These figures sﬁow clearly that
fixed capital formation in dwellings as compared to the product of the
dwelling sector is much lower in this region than in the more industrialized
countries, This indicates that capital formation in dwellings here

is smaller than the profits arising from house-ownership.

[Table 5
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Table &

GROSS FIXED CAPITAL FORMATICH I DWELLINGS AS PERCENT OF THE
GROSS PROLUCT OF THE SECTOR OWNVERGHIF OF

DWELLIVGS
Appentim, 1953.55 147.7 .
Chile, 1952-54 4,8 of
Colcmbia, 1953 515
Ecuador, 1956-58 3245
Hondures, 1955-57 51.6
Mexice, 1953-55 .7
Venezuela, 1956458 50.6
Denmetk, 195759 6946
Greece, 1956-58 97kt
Italy, 1957-59 284,3
Netherlands, 1955-57 1904
Norwey, 1957-59 1614
Portugal, 1957-5% 103.7
United Kingdam, 1957-59 85,6
United States, 1957-59 292,1

Sources; United Netiocns, Yearbook of lMetlonal Acoounts
Statisties, 1957, 1959 and 1960, except Argentina:
United Mations, El Desarrollo Esonémico de argentina,
Anexo Estadfstico (E/CN. 12/M29/4dd.l), Santiago,
1958; Colombia: United Mations, El Deserrolle
Econémico da Colombia, inexo Estadistice
(E/CN.12/365/hdd, 1/Rev,1), Santiago, 1957; Venszuela:
Banco Central de Venezuela, Memoris 1959, Caracas, 1950,

8/ Gross Fixed capitsl formation in dwellings as percentage of net
preduct of the sector ownership of dvellings.

/Ve CONSUMER
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V., CONSUMER SZXPENDITURES ON RENT

CThe If housing is scarce and the income level of the population is low’
expenditures on rent tend to constitute a large part of total consumption
expenditures, particularly for the lower income groups. ngh levels of

rent also tend to increase the part of the total product used for
consumiption and thus prevent an increase of private sav1ngs necessary
to.finance additional housing construction, o

77+ The rent component of personal consumption expenditures in the national
accounts provides information on totsl paid or imputed rents for the population
as a whole, This jtem, if related to such relevant mécro—economic'
magnitudes as total domestic produét or total private consumption gives
over=all averages which conceal broad variations for the different strata
of the population, Family living surveys relating to the lower income
groups provide supplementary data which help to provide soms idea of the
size of these variations,

(a) Concept of rent in national accounts and family living surveys

78. 1In the United Nations recommendations the rent item of private
consumption expenditures is defined to include "all gross remt {actual and
imputed gross rents on owner-occipied houses as well as actual and imputed
ground rents payable) including water charges and local rates, Rent will
generally be space rent, covering heéting and plumbing faciliﬁies, lighting
fixtures, fixed stoves, wash basing and other similar equipment which is
customarily installed in the hcuse selliing or letting. Ekpénditures

of tenants on indoor repair and uﬁkeep (for example, indoor painting, wall
paper, decorating, etc,) are included”, This definition is in general
accepted bj the countries of the region which estimate consumer expenditures
on rent, with the modificabions required by differences in local practice,
79, local rates ahd water charges are included with rent in the United
Nations definition because these expenditures are considered inextiricably
connected with rent expenditures proper. The same could perhaps a2lso

be said of the item "fuel and light" ard to a‘lessar extent of the item
#furniture, furnishings and household equipment", which are both kept

separate from rent in the standard recommendations, For a considesration

Jof the
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of the economic significance of housing where it is necessary to consider
rent in relation to, say, building costs, it would seem preferable,
however, to apply a definition which limits the concept of rent as
closely as possible to actual house rent paid and imputed,

80, In femily living surveys, several countries both inside and ocutside
the regional make it a practice to group rent expenditures together with
expenditures on related items, often electricity and sometinies fuel or
water, Another reason for the incomparability of rent data from family
living surveys is the fact that they refer to samples of different groups
of the population and of different sizes in the various countries, Most
frequently, a sample is taken of workers' families in the capital city,
but sometimes salary sarners are elso included and occasionally rural
families as well., All these factors have to be tzken into account when
data from family living surveys are used in comparing levels of rent
expenditures,

(b) Availability of data and methods of estimation

8l, Five Latin American countries {Ecuador, Honduras, Fanama, Peru and

Venezuela) provide a breakdown of personsl consumption expenditures in
their national accounts estimates and these countries also show separate
figures for rent (see table 6)%2/ As mentioned in the previous section,
several more Latin American countries estimate the product originating in
the sector ownership of dwellings and to do this they have to take as
their starting-point an estimate of total rents., Since available basic
statistics do not permit these countries to estimate the other components
of .consumer expenditures, the rent component is not given,

82, For a short survey of methods actually used in estimating paid and
imputed rents in some countries of the region, reference is made to the
discussion in the previous section on the methods applied in estimeting
the product of the ovmership of dweliings sector,

83, Family living surveys with varying coverage have at ome point or
enother been made in practically every country of the region {see table 7).

13/ In addition, official estimates are available for Chile (up to 195.),
and unofficial estimetes in the ECLA country studies for irgentina
(up to 1955) and Mexico (also up to 1955).

/Table 6
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Table 6

RENT 4S PERCENT OF CONSUMKR EXFANDITURES AND OF GROSS DOMESTIC
PRODUCT AT FACTOR COST, 1959-59

i’eroent&ga Percenfage of
Courtry ' ‘of 6onsumer gr:: di::a;:“
' gZpenditures faotor cost
Argentina (1953.55) ) T 9.3 ' 740
Chile (1952-54) ‘ .. 123 vsel
. Eevsdor (1954-56) 943 743
Honduras (1955+57) 8.8 h 75
Mexico (1953-55) - 546 .
Pansma. ) 13.7 . 1.7
Peru (1955-57) 20.3 14,7
Venszuela {1958.59) 12,4 ora
Jama fce . B _ k.3
Denmerk {13556-58) 6ol : bl
Italy ' 2.4 . 245
Netherlands ) . Zolt . b7
Noruny o . 749 . 5.l
United Kingdom ‘ . 9.0 6.8
United States 12,9 cee

Sourses:, United Mations, Yearbock of latlonal Accounts Statisties,
1957, 1959 and 1§60, except Argentina: United Matioas,
El Desarrolle Econémico de Argemtira, Anexo Estadistico
(E/tN.12/429/8ad.4), Santiazo, 1958; Panamd: Direc.ldn ds
Estadfstlca y Censo, Ingreso Maclomal, Afles 1955-1939,
Estadfstics’ Paramefls, Afle XX, Serle "CV; Venszuels; Banca
Comtral de Venszuela, Memoris 1963, Caracas, 1961,

. [Table 7
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Tzble 7
RENT AS A PERCENTAGE OF FAMILY EXPENDITURES
Other 1tems
Country Year Percent than rent proper Coverage
&g insluded
tina Ly 14 Fleotricd Ungkilled workers? family earning betwesn 100
Argen (Buenos 4res) : 1543 7 w and 250 pesos per month gnd sonelsting of man,
wife and 2 childrene.
Brazil (Sas Paulo) 1951/52 25.0 - 300 workers? families,
Colombia (Bogoté‘.) 1953 7.8 -~ 212 wopge=carneps’ families of 3 persens.
Costa Rica (San Josd) 1949 7.8 - 258 middle elass and workers! familiep.
Cuba (Havana) 1353 136 - Wage=earners! and salaried employees? families
with amnuel income from 500 to 3 000 pesos.
Deminican Republie 1947 2644 - b9 families of § persons each with incomes up
(Trujflle city) to 30 peseos per month,
Ecuad to 1. 0 - 0 wege-carners’ families with monthly income
cuader (Qui ) 95 745 grcmmzoo— 00 sucrss, 300 workers! famllies of
MEembRers,
F1 Salvador {San Salvador) 1954 16.5 -
Guatemala (Guatemals C1 1948 15.2 - 9 werkera?! families of sverage size (5,1
W) 19 ? gerscns) with ipoomes betuec—ng;2 and 107 quet
Zales & mOnth),.
Heltl (Port-au-Prince)  1549/50 1.5 - Families of low ineemo 1iving in urban and
suburban areas,
Honduras (1 0 20 - workerst or employees? familles with at
o s ( eguei.galpa} 193 17 east 2 members anpé gnnual income ranging frem
1 000 to 2 500 lempiracs.
[ P L wnre N o o B R, Fonderodadn? smeodocmo? Po—2lfow of £ mamhoma widh
fasaragm \meesl i g ‘: ma monthly expen 1tures of SS?nordoba.s.
elestrislly
Panama (Panemd ¢1ty) 1952 20,6 Fuel, light 276 midd.e~class and workers! famjlieg with
and ioe arnual inccmes between 1 Q00 and 3 00D balboas.
Paraguay {4suneidn) 1938 15,9 - 100 workers® famillos of 5 members cache
/,
Peru (Lim) Periodical 18,0 - Periodical social studiecs,
Venezuela (Caracas) 1945 23.6 - Study of family living conditfons in Carasas,
Jdemaica (Kingston) 1954 12.0 Water and Manual workers in Kingston and lowe Steindrews
eleotriclty lMetropollian ares eamting below £ 300 ennuall¥.
Puerto Rioo 1552 15.5 Fuel and - Urban and rural familles with average annual
light income of $ 1 081,
Augtralis 155053 9,0 - Censusas and sonsunption estimates,
Ceylan (Colombe) 1sti9/50 5.7 - 455 manual workers' families,
Denmark 1948 7.8 - . 1’-!:3:1 gz.ga-ea.mers' and salaried employees?
es in Copenhagen and its
provineial towhs ang 2 viflfgggf’ 16
Italy 1953 2,8 Water Covers 92 towne. 80% rents controlled,
Malta 1946 €.0 Repeise
Norvey 19%51/52 7.8 - Vagowearners! families in 17 towna end 10
industriasl centres,
United Kingdem 1953/54 8,7 - 11 438 urban and rurel wage~earners’? heuseholds

vhere head had veelly gross income of less than
20.

Sourcer Supplement to the Monthly Bulletin of Statisiiocs,, United Hations, 1959,

/However, several
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However, several of these surveys are ten or more years old and none
relates to a more recent year than 1954 They cannot therefore be assumed
accurately to reflect the camposition of expenditures today, The
countries concerned are aware of this and several have set themselves

the urgent task of conducting new surveys which should provide a better
weighting base for their cost of living indexes,

8L« The methodology of family living surveys is generally arrived at
obtaining from a sample of families data on their specific expenditures,
item by item, during a period of time, This is done by reguesting them
to keep detalled acecounts or by sending emumerators who get the information
by direct questions at different pvoints during the period, Since rent

is an item on which the familizs are easily able to give accurate
information, expenditures for this purpose and their share in total
expenditures may be assumed to be accurately reflected inithe family
SUTVEyS, '

"{¢) The share of rent in consumer expenditures -

85, Subject to the reservations made previously.concerning the quality
of the data, the figures shown in table 6 aprear to indicate that .

rent constitutes an anpreciably higher percentage of consumer expenditures
in Latin America then in more industrialized countries, The data
presented in table 7, taken from family living surveys show a considerable
diffsrence for the lower income groups. Vhile none of the lovwinconie
" families in the countries outside the region which are shown in the

table (Jamaica and Puerto Rico excluded) at the time of these surveys
spent as much as 10 per cent of their total outlays on remt, in no less
than eleven of the Latin American countries for which figures are

shown, thé corresponding ratios were above 15 per cent and in three of
“them it was around 25 per centy, The very high percentage spent for rent
by the low income families which constitute the bulk of the population,

is no doubt the deciding factor in raising the national average as
compared to the more industrialized countries,

86, Since rent control has been introduced in mary of the Latin

American countries, the share of rent in the budgets of the low income
families may possibly be somewhat lower now than it was at the time the

surveys were taken. But since rent control is difficult to enforce
/the defirit
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the deficit in the supply of low-cost housing is very great, rents even
for sub-standard housing still undoubtedly tend to be driven up as
high as the market can bear,
87. Another purely estimative factor may have made the general level
of rents as calculated in the national accounts of the Latin American
countries higher than the resl level, Most dwellings are in the rural
areas and the majority of these are either occupied by their owner or by
tenants on a rent-free basis, The average rents imputed to these
dwellings, which are often of very low quality, may possibly be too
high, Be that as it may, there is herdly eny doubt that the level of rents
for low income families in the region is very nigh, particularly for the
type of housing for which the rent is paid,

. VI, HOUSEHOLD INCOM: AND THE COST OF DYELLINGS
a8, Much has been said conczrning the extent to which the population
in the developing countries is able or unable to afford a minimm dwelling
but very little information is avalilable concérning the methods employed

tn arviva ot thes namalinad mma onvAnnaa
Lo arrive ol LReSe Lonsiuslions [P tatatate tad

v The &f houcing programmes
ultimately depends upon the ability of the population either to puréhase
or rent the dwellings constructed and the financial aspecis of housing
programmes are based not only on the investment required for the construction
of dwellings but on the ability of the population to pay for the occupancy
of the new dwellings, It seems essential, therefore, that statistical &
data be obtained to estimate, as accurately as possible, the distribution
of household by income groups and the proportion of the incomes that

can be devoted to housing, The quality of the dwellings to be constructed
(size, material, facilities) may be graduated to match as far as possible
the ability of the population to purchase or rent the housing pfovided.
There comes a point, however, in the process of decreasing the cost and
quality of dwellings to meet the ability of the population to pay, where

a minimum level is reached (minimum dwelling)es Beyond this minimum level
there will be a population group (substantial in developing countries

and existing also, but to a lesser extent, in developed countries)

unable to afford to pay for even a minimum dwelling, For-these groups

estimates must be made of the amount of financial or other assistance

/required and
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required and the form in which the assistance is to be madé available
(rent, subsidies, purchase subsidies, self<help construction etc,),

will have to be decided, The use of statistics to deteruine the extent
to which households are able to finance thelr essential social needs

out of their regular income is essential. The question which needs to be
answered can be formulated as foliows: given a certain aversge level

of income, a distribution of household by income groups and corresponding
patterns of expenditure, what proportion of the houssholds can, or
cannot, afford minimum satisfactory dwellings at current or expected
prices? The guestion whether households can afford a type of minimum
satisfactory dwelling is normally dealt with in the formulation of
national housing programmes,

89. As far as possible, dats should be obtained on income and consumption
patterns for all importamt seciors of the populetion. These mhy include
population groups distinguished by income classes, social and economic
characteristics, and national groups, urban and rural sectors, housshold
or family types and geographic ereas, Such studies should be instituted
with a view to evaluating regional differences in income and consumption
patterns and to analyzing sources of incoms ‘and distribution of’ i
expenditure at different income levels, for specific industrial and
occupational groups, etc. Bach important sector of the population (farm
labourers, salaried workers, miners, etc,) have their own consumpticn
patterns and there is often a marked difference between major areas,

In partiecular, a special study shall be made of the differences of the
industrialized and less-developed areas and those in which specific industries
and agriculture are predominant, '

90, Total consumption and savings can sometimes be assessed on the basis
of informatinn concerning household income, bubt it is generally agreed,
in the light of available experience, thet expenditure date are often
more accurate and more readily obtainable than infoirmation on total
household income,

91, The guality -~ and thus the cost =~ of dwellings constructed in
housing programmes will be influenced by the total amount devoted to _

/[housing within
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housing within over~all economic and social develepment programmes,

the quality of existing housing, the urgency of housing needs and the
ability of the population to pay for housing. Unfortunately, in countries
where the proportion of the national budget devoted to housing is small
the ability of households to pay for housing is also greatly reduced,

The problem becomes one of providing as many dwellings as avallable
resources will permit, corresponding as far as possible to the housing
needs of the various population groups and to their financial ability

to pay for housing, while maintaining certain levels in respect of
quality.

92, Important factors in establishing the ability of the population to
pay for housing will be the purchase price or rintal of the dwellings to
be provided in the programme and, in the case of dwellings to be nurcl.ased,
the amount of the down payment to be made br the purchaser, the period fixed
for amortization of the mortgage and the interest rate to be cherged,
Special research will be required to discover how far various standards

of guality ¢an bLe maintained while reducing the costs of the dwellings
constructed, In addition to wvariations in the costs resulting from size,
lay=cut, facilities, coﬁstruction techniques, type of mzterial etec., costs
may vary according to whether the dwellings are being constructed in
rural or urban areas or according to the region in the country in

which they are being constructed, A system of checking building costs
should be considered as a complement to information concerning the cost

of housing, Statistical information concerning all elements of building
coste for various types of housing in different regions of the country
should be made available with a view to reducing the costs wherever
possible,

93. In the lowest income groups the proportion of income that czn be
devoted to housing may be estivated by taking into account the minirmum
expenditure reguired for such essentiels as food and clothing, - As income
levels rise, however, household expenditure patterns will have to be
studied more closely, since the proportion of income devoted to housing
will depend not only upon the ability to spend a certain proportion of
income on housing but also on the importance attached to housing as compared

to other items of household expenditure, '
/94e Preliminary
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94e Preliminary estimates of the ability of the population to pay for
housing may be obtained from national income figures available

anmially from the national accounts, By taking the average size of housew-
holds a rough estimate can be made of household income which may serve
to provide a general idea of the possibility of households purchasing

or renting dwellings of a certain price, It has been tentatively
statedl&/ that in developing areas mass housing on the scale required
can be provided only within a cost of dwelling to per capita national
income ratio ranging between 2 to 1 and 5 to 1 rather than the 10 to 1
nov¥ frequently found. This would imply for a programme of 10 dwellings
per 1 000 inhabitants a financial investment of 2 to 5 per cent of the
gross national preoduct. It would sugrest costs of not more than
$200-300 in Asia and Africa and $500 to $1 000 in latin America., In

El Salvador it has been estimated that 17 per cent of the totzl families
have monthly incomes of 50 colones or less and that 45,5 per cent

have monthly incomes of not more than 150 colones, The average cost of
a dwelling (excluding the cost of the land and of urbanization) is
estimsted at 6 000 colones, Assuming a ) per cent monthly payment

of interest and amortization, the monthly payments on such an investment
would be 60 colones, However, it is estimated that the families in the
lowest income group could pay only 7.4 colones monthly for housing and that
the group with incomes of 150 colones or less could pay between 11 and
18 colones a month.lé/

95+ Private consumption expenditure, also available from the national
accounts, will provide a very general idea of the proportion of total
household expernditure represented by housing, Income data collected
during population censuses would also be useful since in general housing

census data is available as of the same data as the population census and

1 United Nations, Group of Experts on Housing and Urban Development
pment,

Mobilizing mational and external resources for the extension of
housing and urban development, Vorking Paper N9, 5 February 1962,

15/ United Nations, La Vivienda y la Tndustria de Materiales de Construccién

Programa de Integracién Econdmica del Istmo Centroamericano
ZSTESOA?hlj New York, 1960,

/levels of
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levels of income can thus be compared with housing conditions as

well as being used to provide an estimate of the extent to which
households can afford to pay for housing, There still remains the problem
of examining expenditure patterns, and another fact to be borne in mind

is that since censuses are normally taken at ten-year intervals the data
available may be too cul of date to be useful,

96, For housing programmes, data will be required on income and
expenditure for specific areas and for specific population groups

and sample surveys will probably provide the most convenient and efficient
method of collecting the data. Since this informetion is required for
many other purposes besides the investigsiion of housing expenditure there
should be a good possibility of such enquiries being undertaken, Information
concerning the methodology that might be employed in connexion withf '
such surveys will be included in a Handbood of Household Surveys which

is being prepared by the United Nations., The information obtained
according to these redommendations would yield data on income, expen&iture
patterns in general, expenditure on housing, and savings, all of which
would be of significance in establishing the capacity to pay for housing,
Information might also be obtainéd from households concerning their
desires in relation to housing and their financial ability or wiilingnass
to satisfy these desires (the type of dwelling, runber of rooms, ete, they
would like and the amount of rent, down payment, installments, etc. they
would be willing to pay for such a dwelling),

97« With reference to the availability of statistics required to make

a preliminary estimate of the ability of thé populétion'to pay for
housing, per_capita national income is available for most of the countries
in Latin America, although not on a comparable basis., Private consumption
expenditure is available for only eight Latin American countries (table 7)
but only for the principal cities, o T
98e - Figure I has been taken from 1962-1964, 2° Plan Trlenal prepared
by the Corporacién de la V1v1enda (CORVI), Departamento de Planeamlento
_“Y_Espudlos Econémicos, Santiago, Chile., It shows the distribution of

mamial workers- and éélarie&~employeés'bj their,lz'mﬂnthly salary together

[Figurs I
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&

with the cost of the various types of dwellings being constructed by

CORVI and a scale of monthly payments which may be used to determine

l_wh&t proportion of the monthly salary these payments represent.. The
information concerning the salar§ of manual workers was obtained from

 an investigation carried out by the Servicio Nacional de Salud and includes

the following categories: agriculture, mining, domesiic service, industry,
construction, eleetricity, commerce, transport and other services,

The information for salaried employees has been obtezined from a survey
taken by the Superintendencia de Semuridad Social. It has been estimated

that manual workers can pay up to 23 per cent of the family income for
housing and that salaried employees can pay up to 26 per cent, On this
assumption 4.5 per cent of the marual vorkers are unable to afford even
the initial sanitary unit (bath and kitchen) with CORVI supplies as a
minimwe unit., Another 5.5 per cent can afford the sanitary unit but not
the cost of the minimum dwelling, Some 11,5 per cent can afford a minimum
dwelling and the remainder can pay for dwellings in the more expensive
categories, Of the salaried employees 12 per cent can afford a dwelling
of medium quality and the remainder can pay for more expensive dwellings,
' The 1962-~196L, 2° Plan Trienal will be made available to the participants
at the Seminaf‘and more detailed information is included concerning

the use of.Fignre I and the results obtained,

VII. CONCLUSIONS
99. On the basis of the above considerations, some conclusions may be
drawn as to the present position of econcmic statistics which can be
used to assess the economic significance of housing in latin America,
The analysis in the preceding sections based on available data also
~ allows some tentative contlusions on the Latin American housing situation
in its macroweconomic setting.
100, The statistical position may be summed up as follows, Although
national income statistics are well developed in the region, onlyAa
few countries estimate separate figures for expenditures on fixed capital
formation in dwellings, and there is virtually no breakdown of this
item according to characteristics useful in assessing whether its
distribution is the best one from the noint of view of the nation as a
whole, Several countries publish figures on the product originating
in the ownership of dwellings sector but few countries have a breakdown

Inf ernsiman
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of consumer expenditures which allows them to present figures on totad rents,
Data from more or less obsolete family living surveys are nevertheless avallable
for most countries, showing the share of rent in the expenditures of low-income
families, Information on labour and materials eonsumed in the house-

building industry per se is not provided in ordinary statistical socurces

but could probably be obtained relatively easily by engineering type surveys,
Input-—output tables exist for several countries of the region but they are

not yet presented in sufficient detail to be used for estimating the effects

of inc;eased expenditures for dwelling construction on the different sectors
of the economy,

101, The quality of the available national accounts data is uncertain and
varies from country to country, but on the whole they are not likely to be '
more than fair approximations. Some improvements may be made apd more detail '
obtained by making fuller use of avzilable basic data. However, in order

to develop national income data sufficiently detailed and accurate to be

- really useful for an essessment of the economic significance of housing,

more ample and reliable basic statistics are required, Considering the
importance of the fullest and most accurate information possible on the

'place of housing in the economy, the countries of the region will, it is

hoped, make every effort to produce such statistics by improving their
building permit data, conducting censuses and surveys of the eonstruction
industry and undertaking new family living surveys., 4 systematic and compre~
hensive approach is required in order to provide a complete range of
statistical data if housing development planning is not to be very partial

and far from efficiént effort, Population and housing censuses need to be
improved and currgnt'housing stétistics coliected at regular intervals,

Special enquiries‘need to0 be ihitiated to prbvide information concerning the
relatlonshlp between the cost of hou51ng and household income and concerning
the. avazlablllty of labour materisls requlred for housing. prograrmes,

102, A complete solution to the hou51ng pfoblem in Latin America, with an
adequate supply of satlsfastory dwelllngs at rent levels which can be financed
but still only take a reasonable part of the family income will not be possible
except as a corollary to a genefql economic programme vwhich would raise the
levels of living of the population considerably abéve the present low standarda
However, large segmenfé of the ﬁopﬁlaﬁion éannot possibly be expected to
continue to live under present h0u31ng condltions for long., Even while the
economic development process is still under way some means will have to be
found to bring a reasonable supply of new housing within the reach of the



