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The housing crisis and homelessness
By Guillem Fernandez, Associacio ProHabitatge and Marc Uhry, Abbé Pierre

INTRODUCTION

This article looks at the current economic climate and
the phenomenon of homelessness, indicating possible
toals that could help to avoid mistakes of the past and
build a new social Europe.

BUBBLES AND INTERVENTION

Cn the 15" of Movember 2008, the highest repre-
sentatives of the countries that make up the G20 met
in Washinguon to addrass the financial and econarmic
crisis. An action plan for the next five months was
agreed, based on five principles: strengthening
transparency and accountability in financial markats;
pramating tighter surveillance systems; protecting
the integrity of markets and its actors; strangthening
international cooperation and reforming international
financial institutions. Some think that this marks the
end of a histarical neo-liberal pericd and is the start
of a Breton Woods Il with mare Keynesian interven-
tionist palicies. Others think that new tools are being
redesigned in order to deepen the neo-liberal thesis
espacially when the agreed documant reads:

"We recognize that these reforms wil only
be successful IF grounded in & commitment to
free market principles, induding the rule of law,
respect for private property, open trade and
investment, competitive markets, and efficient,
effectivaly reguisted financia systems. These
prindples are essential to economic growth and
prosperity and have ifted mitfons out of poverty,
and have significantly ralsed the global standard
of ling. Recognizing the necessity to improve
financial sector reguiation, we must avold over-
regulation that would hamper economic growth
and exacerbate the contraction of capital flows,
including to developing countries.”

An IMF report noted that the lost production caused
by the bursting of the housing bubble is bwice as big
as the losses associated with a stock market crash?,
but the twa ara "intense, long, and damaging to the
resl economy’s,

The Eurcpean Commission presented on the 267
of Novernber its strategy to curb the affects of the
financial crisis. The European Economic Recovery
Plan® is a temporary spending effort of £200,000

million {an amount equivalent to 1.5% of EU GDP).
Some £170,000 million will invalve the individual
member states, based on increases in public invest-
ment and lower taxes, such as VAT, The remainder
will be providad through EC funding. The origins of
the current crisis are idertified as follows:

"During & perfod of strong global growth,
growing capital Mows, and profonged stability
edriier this decade, market participants souglt
higher yelds without an adequate appredation
of the risks and falled to exerdse proper due
difigence. At the same time, weak underwriting
standards, unsound risk management practices,
fncreasingly  complex  and  opaque  financial
products, and consequent excessive leverage
combined to oreate vuinerabilities in the system.
Policy-makers, reguiators and supervisors, fn
some advanced countries, did not adequately
apprediate and address the rsks building up in
financial markets, keep pace with financial inno-
vatlon, or take into account the systemic ramifi-
cations of domestic requlatory actions™

Alan Graenspan chairman of the LS. Federal Reserve
until 2006 and now retired, provides some recent
thoughts on the crisis and American responsibilities:

"I was aware that the loosening of mortgage
credit terms for subprime bomowers increased
financial risk and that initiathes owned subsi-
dized housing distort market outcomes. But |
thougltt, and | still befieve that the benefits o
an expansion of home ownership outweigh the
risk. The protection of property nights, so aucial
to & market economy, requires a critical mass of
owners to sustaln political support. "%

After Greenspan's "negationism”’ of the existence of
a housing bubble, we face a deliberate political choice.
Of the nearly $3 trillicn new housing mortgages in the
U5 in 2006, one fifth were subprime. On the 24
of August, CNBC News reported that the combined
subprima martgages in the hands of large banks in
China totalled 11,200 million dollars. No doubt many
national banks in ather emerging markets in search
of high-yielding assets, speculated these subprime
mortgagese.

Declration of the Summit on Financial Markets and the World Economy, at para. 12, See
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In Eurcpe, the absurd theory of " Decoupling”®, has
developed i.e, that Europe could 'dacouple’ or discon-
nect from the United States. But whila it is true that
raal estate markets are local, mortgage funding is
global. While restrictions of credit or "credit crunch”
at first affected those institutions that had bought
L5, sub prime securities, they later burst raal estate
bubbles in some European countries, particularly in
Ireland and Spain. In truth nobady yet knows what
tha real impact of this housing crisis will be.

CRISIS? WHAT CRISIS?

In this context it is very impartant to ko aware of
what use is mada of the term "crisiz” in the fizld of
housing. According to Cortes Alcala™, there are two
basic parspectives. The first draws on the real estate
industry belief that the residential rmarket is a basic
and essential structural element of society, and the
concept of crisis refers to the maments in the real
estate cycle when there is a paralysis of the markat,
manifested in a drastic reduction in the production
of new houwsing andfor an excess supply that dermand
cannot address, either for rental or purchase. From
this perspective wea can say that in 2007 we began
to datect early symptoms of a crisis after a decade of
growth in many European countries.

The second approach is to interpret the tarm “crisis”
from a perspective of needs. This holds that the domi-
nant system of residential provision has no capacity
to adequately address the housing nesds of its own
population through markets. Thus, States should
enable alternative systanis to allow pecple to Gocess
howsing. This perspective is highlighted by the UN
Rapporteur for adequate housing, pointing aut that
approximately 100 million people worldwide are
without a place ta live. Over 1 billion people ara in
inadequate housing. Thus, while global econarmic
integration & creating new wealth, the number of
homeless or precariously sheltered persons continues
to grow'. At the Eurcpean level, Caritas estimates
that there are about three million people homeless
and 18 million living in inadequate howsing. From this
perspactive we cansay that we have baen ina crisis for
mary vears. Homalessnass was already identified as a
priarity by the EU Council of Employmant and Social
Affairs Ministers (EPSCO) Council in 2005%, and is a

priority under the "active inclusion’ strand of the EU
social protection and inclusion strategy. The EL) Parlia-
mant also adopted the Written Declaration 11172007
to end street homelessness'™ in April 2008.

In this sense, the current situation can be analyzed
a5 the corwergance of the histaric residential neads
crisis with the current crisis in the housing market. In
30 far as the most vulnerabla groups will sea reduced
chances of impravement, it will sharpen and stabilize
some residantial problems and creata new situations
of residential social exchusion. Itis in this context that
the claims for prioritizing different residential solutions
for the homeless and for setting quality standards are
strengthenad.

WHAT COSTS HOW MUCH?

The Eurapean anti-crisis measuras recently announced
docontain some usaful measures which could address
the needs of people in paverty or thosa furthest from
the labour market. However they come without a
coherent strategy based on hurman rights. To cary out
public policies to eradicate homelessness, solid data
on the phenomenon is required, as well as a good
legal framework, political consansus and & significant
budgeat allocation. But how much daoes it cast to salve
homalessnass? There has been no attempt yet to
conduct a cost-benefit analysis in Europe to address
the problem of homelessness.

In the .5, or Australia" there are various cost-benefit
propasals that continue to be controversial, because
wa face a problem of values whenaver we try ta
reduce the personal, emotional or health costs of
living an the strest to monetary units.

But is homelessness costly? There are different
approaches but one of the most interesting ones
5 that homelessness programmes produca posi-
tive outcomas far users in the period immeadiatealy
following the prowision of support and does so at
low cost of delivery relative to the delivery of other
services. Indeed, if homelessness programmes were
able to reduce the utilisation of health and justice
facilities by users of homelessnass programimes down
to population rates of utilisation, the savings achisved
would pay for the homelessness programmes many
times over.”*

9 De la quimera inmokiliana al colapso financiers, Jose Garcia Montabe, Antoni Bosch Editor, p.11

10 La crisis de la vivienda. Luis Cortes Alcald, Documertacion Social n° 128, pa4

11 Kenna. P “Globalization and Housing Rights,” indana fournal of Glabal Legal Studves, No. 2. 2008,

12 FEANTSA, Policy Staternent - The Council of Ministers for Social Affairs sends key message to the Spring European Council 2005 “Treatrnent of the
mernrnenon of hu'nele-ssnessli a key prmr

13 Europ=an Palisrnent 'ﬁlrtben Dechramn on 9nd|ng street humelessn?ss 111J’20l:ﬁ' htlp I.Mw eumpsll europa.eufsidesSearchiszanch do?type=W0
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14 S Accounfabiiity Cosr-Efecticansss, and Pmgmm Perfiomance: Pmgress Since 199, Dennis P. Culhane, University of Pennsylvania, Kennen 5. Gross,
University of Pennsglvania Wayne 0. Parker, The Virginia G Piper Charicable Trust Barbara Poppe. Columbus Emergency Food and Community Shelber
Board Ema Sykes, Massachusstts Housing and Shelter Aliance and - Countng e Cost of Homslessness: A Systemanc Rewew of Cost Effagaensss and
Cost Ben gt Studies of Homelssnsss. Mike Bewy, Chiis Chamberlain, Tomy Dalton, Michael Ham and Gabrielle B=man Of the RMIT-MATSEM Ressarch
Centre Prepared for the Commonwealth National Homelessness Strateqy Fimal Report July 2003

15 What iz the cost to government of homelessness programs? by Kaylens Zareizky, Paul Flatau, Michelle Brady, Australian Journal of Social lssues,
Winter, 2008 http://findarticles com/plarticles /mi_hbaasafis_2_437ai_n28585860/pg_171aq - artBody;coh




A

The objective of full implementation of rights is the
ultimate assessment grid for public palicies. It is not
simply enough to describe efforts made, without
evaluating the outcomes. Ta make decisions about
homelessness, administrations ought to make a Social
Multi-criteria Evaluation (SMCE) to evaluate various
alternatives to a complex situation because it has to
facilitate discussion and corsensus betwaen diffarant
actors. SMCE is proposed as a policy framework to
integrate different sciertific languages, for example,
when concerns about civil society and future genera-
tiors have to be considered along with policy impera-
tives and market conditiors'™. And we must bear in
mind that to solve homelessness in Europe there is no
single solution.

TAXTO PREVENT HOMELESSNESS

ELl public policies in housing need toregulate the inad-
equacy of the market. But the first obstacle that arises
is that housing is not a competance of the Europsan
Union. However, in practice, an increasing number of
EU regulations are having great impact on housing
at member state level. For example, monetary policy
controlled by the European Central Bank has a direct
effect on howsing and mortgage markets through
domestic interest rates. These are very differant to
each other, and therefore comparison of data or
specific actions in one country can not be extrapo-
lated to others. Indeed, the European Commission
has already sought to promate the integration of
European mortgage markets with the same praducts
appearing at the same prices across the EL.

It's clear that the process of European economic
convergence has gone at a quicker pace than other
forms of convergence, such as European consumer
and other harmonisation laws and social rights of
people living in Europe. Indeed, we believe that the
integration of a single European mortgage market
may primarily benefit banks and fund investments.
What iz needad is an instrumant consistent with a
structural, long-term reform of the houwsing system.
A more general study framewark is needed, as it is
affected by the property rights regime, the housing
finance regime, the residential infrastructura regime,
the regulatory regime, and the housing subsidies!
public housing regime’®,

Different ideas have to be taken ima account. Ong
af them could be to create a Directive similar to the
anti-discrimination one, to achisve the ending of
harmelessness at EC level. Another would be to levy
a tax on speculative financial movemants related to
haousing, to avoid situations like the subprime crisis.
This would be understond as a tax to prevert homa-
lessness. The aim would ba to achieve financing to
address the inequalities created by the market on
access to housing, which is a hurman right. It could
be called a TPH (Tax to Prevent Homalessnass) ar the
Ferkery Tax™.

Fizzal policy could be an important instrument an tha
state level. If we want a strang social state to develop
an activa rale in mesting the needs of the population,
then funds ara required. Quality health care, housing
or education cannot exist if governments do nat have
the resources necessary to achieve them. Secondly,
it must be decided which segments of the popula-
tion will bear the brunt of the taxes. In this regard
it is worth remembering that the most advanced
countrias base thair tax system more on direct taxes
{incoma, property, corporate, inheritance] as opposed
to indirect taxes (WAT, gascline). Taxing currency
tramsactions to penalise speculation and to contral the
mavernent of capital in the short term, would affirm
that public intarest prevails over individual speculative
interests, It would place housing nesds and housing
use over housing as a market commodity, indirectly
subject to international finance market speculation.
Ferkery Tax would be the lacal version of the "Tobin
Tax an Housing.”

Another tax may not be the solution to resolving
hamelessness - it may only raise money to develop
programmes. But what is needad in the interasts of
the vast majority of the population, are real changes
to reach another paradigm where the financial systam
contributes ta social equality. economic stability and
sustainable devalopmeant.

16 Saecial Multi-Critzria Evaluation for a Sustainable Economy, Munda, Giusspps 2008, VI, 210 p. 35 illus., Hardoower, ISBN: 978-3-540-73702-5
17 The Costs and Benefits of Inteqration of EU Mertgage Markets Report far European Commission, DG Intermal Market and Services, Landon Economics,
2005

18 Housing Law and Policy in Ineland, Padraic Kenna, Clarus Press, April 2006

19 "Ferkery takes the initials of the surnames of the three people who havwe thought this up.

Indeed, we believe
that the integration

of a single European
mortgage market may
primarily benefit banks
and fund investments.
What is needed is an
instrument consistent
with a structural, long-
term reform of the
housing system.
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