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Ab stract

This re port con sid ers the pro cesses dur ing the 1990s that are trans form ing 
the le gal frame work, in sti tu tions and pro ce dures af fect ing the privatisation 
of hous ing in the Bal tic States. Res to ra tion of con fis cated prop erty, sale of
pub licly owned dwell ings, es tab lish ment of home own ers as so ci a tions and
the de vel op ment of a real es tate mar ket are some of the pro cesses ex am -
ined. The main prob lem lies in the na tional econ o mies that can not af ford
to make suf fi cient in vest ment in the hous ing sec tor. Other ob sta cles in -
clude con flicts of in ter est in par cel ling land and a lack of in cen tives for flat 
own ers to ac cept re spon si bil ity for hous ing man age ment. The re port rec -
om mends de vel op ment of pub lic sup port for hous ing fi nance, for as sis -
tance in mon i tor ing the foun da tion and ad min is tra tion of home own ers as -
so ci a tions, re or gani sa tion of mu nic i pal hous ing com pa nies and re es tab lish -
ment of a pub licly owned and man aged hous ing stock.
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Fore word and
Ac knowl edge ments

This re port on hous ing privatisation is part of the re search pro ject Large-
scale Housing Areas in the Bal tic Coun tries, sup ported by the Swed ish
Coun cil for Build ing Re search.

The pro ject was out lined in 1996 when Lund Cen tre for Hab i tat Stud -
ies or gan ised an ex pert group meet ing in Lund, on this is sue. The re port
from this meet ing de scribes the his tory of large-scale hous ing ar eas in the
Bal tic coun tries and the prob lems from tech ni cal, man age ment and so cial
per spec tives. The ex pert group meet ing showed that an in ter dis ci plin ary
ap proach is both pro duc tive and ef fec tive, and that a nar row sec toral view
will not lead to suc cess ful hous ing so lu tions. In the dis cus sions prob lems
were de fined, op tions and lim i ta tions were listed and re search is sues were
pro posed.

In May 1997 a field trip to Tallinn, Riga and Vilnius was un der taken to
dis cuss and or gan ise a re search co-operation pro ject with Bal tic col leagues.
The aim of the pro ject dis cussed was to grasp the whole com plex of hous -
ing prob lems re lated to the large-scale sub ur ban hous ing ar eas in the Bal tic 
States. The Swed ish Coun cil for Build ing Re search al lo cated fund ing for
LCHS to start the pro ject in Jan u ary 1998. The Swed ish pro ject group,
con sist ing of Pro fes sor Jan Söderberg, Johnny Åstrand, Annette Wong Jere 
and Janis Kursis, de cided that the first part of the pro ject should ad dress
the privatisation pro cess and the re sult ing con se quences for hous ing man -
age ment.

There was a reorganisation of Lund Institute of Technology during 1998 
and 1999. The staff of the former Lund Centre for Habitat Studies
(LCHS) continue to conduct research and organise courses under the
name Department of Housing Development and Management (HDM).
Both LCHS and HDM appear in this text, depending on when the activity 
occured. The material for this report was mainly collected during field -
work in Tallinn, Riga and Vilnius in November 1998 and analysed during
the spring 1999.

The report intends to provide a comparative overview of the privatisa -
tion process of the housing sector in the three Baltic countries Estonia,
Latvia and Lithuania. The aim is to combine the main elements of the
process of housing privatisation – namely the physical, social, economic,
legal, organisational and managerial dimensions – in an accessible manner.
It is chiefly aimed at actors within planning, construction and housing
management, but it is hoped it will be useful for a wider range of readers
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interested in the current dramatic changes in the field of housing in the
Baltic countries.

The preparation of this report was only possible through the combined
efforts of a number of individuals. First of all I would like to thank col -
leagues and friends in the Baltic States who helped me to find and un der -
stand relevant information. I would like especially to acknowledge the
contributions and help of Katrin Paadam and Roode Liias, Tallinn Tech ni -
cal University; Inara Marana, Riga City Council; Gunta Juhnevica, Mezci -
ems Municipal Housing Company, Riga; Viktors Macko, Daila Anna
Macko Notary Office, Riga; Janis Brinkis, Riga Technical University; Elvira 
Radaviciene, Housing Department of the Ministry of Environment of
Lithuania; Anicetas Simonaitis, Vilnius City Council; and Arturas
Kaklauskas, Vilnius Gediminas Technical University.

Thanks are also due to my colleagues at HDM; Laura Liuke and
Annette Wong Jere helped me with translation to English. I owe special
thanks to Johnny Åstrand for his support in finalising the report.

Finally I would like to thank my tutor, Professor Jan Söderberg, for his
critical review of the report draft and his suggestions for organising the
information in the report.
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In tro duc tion

Housing privatisation is a cen tral part of the tran si tion from cen trally
planned to mar ket econ o mies in Cen tral and East ern Eu rope. Pri vate prop -
erty rights and trade with real prop erty are fun da men tal parts of the mar -
ket econ omy. The suc cess of the tran si tion there fore de pends on the ef fi -
ciency of privatisation programmes. While few peo ple are in volved in the
privatisation of en ter prises, the cur rent mass privatisation of hous ing con -
cerns ev ery one.

New laws, in sti tu tions and pro cesses are in tro duced so quickly that few
can grasp the whole sit u a tion. Many of the steps to ward privatisation are
not well con sid ered and of ten have un fore seen ef fects. New rules and poor 
in for ma tion make it dif fi cult for peo ple to fol low what is hap pen ing and to 
act ac cord ingly.

A lit er a ture search was con ducted, mainly in three data bases: LIBRIS,
Sci ence Ci ta tion In dex, and ProQuest/UMI Dig i tal Dis ser ta tions and The -
ses. There is lit tle lit er a ture in Eng lish on hous ing privatisation in the Bal -
tic coun tries. In for ma tion has to be col lected from sources such as gov ern -
ment re ports, con fer ence pa pers, pro ject re ports and busi ness brief ings.

The hous ing stock in each of the Bal tic States is com pre hen sively de -
scribed in the Na tional Re ports to the United Na tions World Con fer ence
on Hu man Set tle ments Hab i tat II (1996a, b, c), but these con tain lit tle
about the pro cess of hous ing privatisation and its con se quences.

Sum ma ries of the po lit i cal and eco nomic sit u a tion, re form programmes, 
leg is la tive en vi ron ment and tax a tion re gimes are pe ri od i cally pub lished by
in ter na tional pro vid ers of busi ness ser vices, such as Coo pers & Lybrand
(1994a, b, c) and Price Wa ter house (1997a, b), and gov ern ments (eg
Coun try Pro file Lith u a nia 1998) to en cour age for eign in vest ment. These
re ports de scribe privatisation programmes, but mainly of state owned 
en ter prises, and con tain very lit tle about hous ing.

A re search pro ject in 1993 and 1994 by Jaffe, Turner and Victorin
(1995) gave the first ex ten sive re port on prop erty rights and privatisation
in the Bal tic States. At the time mas sive hous ing privatisation was un der -
way in Lith u a nia. It had just started in Es to nia, while the nec es sary reg u la -
tions had not been final ised in Lat via. Jaffe, Turner and Victorin dis cuss
the im pact on ef fi ciency and eq uity of le gal, eco nomic and in sti tu tional ar -
range ments in the privatisation of real es tate prop erty.

The re port from an ex pert group meet ing on Large-scale Housing Areas
in the Bal tic Coun tries, held at Lund Cen tre for Hab i tat Studies (1996),
de scribes and anal y ses tech ni cal, so cial and man a ge rial is sues in sub ur ban
res i den tial ar eas. The privatisation programmes for Es to nia and Lith u a nia
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are dis cussed as an im por tant as pect of each coun try’s hous ing sec tor, but
not as a phe nom e non gen er at ing new prob lems to be solved.

In an EU PHARE pro ject Linkola (1994, 1997) de scribes and anal y ses
the re la tion ship be tween ter ri to rial plan ning and land re form in Lat via. He
de scribes the le gal frame work of Lat vian land re form and the sys tem for
land reg is tra tion and land man age ment in ur ban ar eas. His re ports also give 
a good over view of the privatisation of build ings and hous ing units.

The Ca na dian Mort gage and Housing Cor po ra tion (1997a, b, c) pro -
duces in for ma tion on for eign hous ing mar kets for the Ca na dian hous ing 
in dus try. Their coun try re ports on Es to nia, Lat via and Lith u a nia give rel e -
vant, but su per fi cial, mar ket re search and anal y sis for busi ness de ci sions
about in vest ment in the hous ing sec tor. It is re mark able that these re ports
merely men tion hous ing privatisation.

Grutups (1995) gives a com pre hen sive de scrip tion and anal y sis of the
back ground and de vel op ment of prop erty re form in Lat via. This source
gave use ful sup port to un der stand ing the re form pro cesses in Es to nia and
Lith u a nia.

There is a clear lack of col lected, de tailed, cur rent in for ma tion about
hous ing privatisation in the Bal tic States. Not even the au thor i ties re spon -
si ble for mon i tor ing the pro cess con duct sys tem atic and con tin u ous evalu -
ation. The ac tors in the Bal tic States ap pear to be more in ter ested in learn -
ing about hous ing de vel op ments in West ern Eu rope than among their clos -
est neigh bours, al though there are many les sons to be learned from each
other. The rel a tively sta ble eco nomic de vel op ment in the Bal tic States and 
an in creas ing in ter est for in vest ment in real es tate height ens the need for
in for ma tion about the hous ing sec tor.

The Aim of this Pro ject
The aim of this pro ject is to in ves ti gate the le gal frame work, the in sti tu -
tions and the pro cesses for im ple ment ing hous ing privatisation in the Bal -
tic States, to dis cuss in cen tives and ob sta cles and new prob lems that arise
in the hous ing sec tor due to privatisation. Finally some mea sures to im -
prove the vi a bil ity of the hous ing sec tor are dis cussed. The par tic u lar re -
search prob lem is the con se quences of hous ing privatisation on the man -
age ment of res i den tial ar eas. Pro cesses ex am ined are re turn of con fis cated
prop erty to for mer own ers, sell ing of pub licly owned dwell ings, es tab lish -
ment of apart ment own ers as so ci a tions with re spon si bil ity for hous ing
man age ment, and the de vel op ment of a real es tate mar ket.

Methods
The meth ods used for col lect ing in for ma tion were both qual i ta tive and
quantative. Qual i ta tive meth ods in clude anal y sis of doc u ments and in ter -
views with key per sons. Quan ti ta tive data were col lected from sta tis ti cal
of fices, cen tral and lo cal gov ern ment in sti tu tions, year books, hous ing man -
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age ment com pa nies and di rectly from in di vid ual home own ers. Doc u -
ments ex am ined were laws, draft laws, notes from in sti tu tions and pro fes -
sional or gani sa tions in the hous ing sec tor, and plans and draw ings from city 
plan ning of fices. My flu ency in Lat vian al lowed di rect read ing of Lat vian
doc u ments, while doc u ments in Es to nian and Lith u a nian were un der stood
with the sup port of oral or writ ten trans la tions in Eng lish. In Es to nia there
is more of fi cial in for ma tion trans lated to Eng lish than in Lat via and Lith u a -
nia. This is why there is not the same qual ity and quan tity of in for ma tion
from the three coun tries. About 30 key per sons were in ter viewed. The
lan guages of com mu ni ca tion were Lat vian and Eng lish.
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Housing Her i tage

Housing Stock

De mo graphic De vel op ment
Dur ing the post-war years, there was large-scale in dus trial ex pan sion in the 
Bal tic re pub lics, and im mi gra tion from other So viet re pub lics was en cour -
aged. There was strik ing pop u la tion growth in the cap i tals. From be fore
the Sec ond World War un til 1991, the pop u la tion of the cap i tals tre bled
(see Ta ble 1). Af ter 1991 the pop u la tion de creased in all three cap i tals,
mainly due to the staff of the for mer So viet army and Rus sians leav ing for
Rus sia.

Ta ble 1 De mo graphic De vel op ment of the Cap i tals of the Bal tic States.

1940 1960 1991 1998     

Tallinn 136,000 (1) 288,000 (1) 477,000 (1, 2) 415,000 (2)

Riga 370,000 (3) 575,000 (4) 906,000 (4) 806,000 (4)

Vilnius 186,000 (5) 236,000 (5) 587,000 (5) 564,000 (5)

Sources: (1) Some Sta tis tics about Tallinn, Tallinn City Gov ern ment 1995. (2) Sta tis ti cal Year -
book of Es to nia 1998. (3) Riga 2020 Ur ban De vel op ment, Riga City Coun cil 1996. (4) Riga in
Fig ures 1998, Cen tral Sta tis ti cal Bu reau of Lat via 1998. (5) Lith u a nian De part ment of Sta tis tics.

Char ac ter is tics of the Housing Stock
The tech ni cal stan dards of the hous ing stock are quite bad, due to poor
tech ni cal so lu tions and lack of main te nance. The list of prob lems is long –
leak ing roofs, un con trolled air in fil tra tion, cor ro sion of con crete, low ther -
mal in su la tion, low sound in su la tion, low-performing heat ing sys tems and
high en ergy losses, to name some of the most im por tant. The high en ergy
losses in the heat ing sys tem and through the build ing en ve lope are con sid -
ered to be the main tech ni cal prob lem and have be come the main tar get
for im prove ment (LCHS 1996).

Ur ban pop u la tion growth was rapid dur ing the post war years, and con -
struc tion of new hous ing did not meet the needs of mass im mi gra tion of
la bour. The so lu tion was pre fab ri cated stan dard multi-storey build ings.
Con struc tion of the large-scale hous ing ar eas on the out skirts of the larger
cit ies started at the be gin ning of the 1960s and con tin ued up to the re -
newed dec la ra tions of in de pend ence in 1990 for Lith u a nia and in 1991 for 
Es to nia and Lat via. Sixty per cent of the to tal hous ing space in Riga, and
74 per cent in Vilnius, was built af ter 1961 (Ta bles 2 and 3).
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Sta tis tics from Tallinn City Coun cil do not re port the floor area of pri -
vate con struc tion, nor fig ures for sin gle fam ily houses. If we con sider only
pub lic hous ing, 75.5 per cent of the hous ing space was built af ter 1961
(Ta ble 4). If we in clude pri vate hous ing, this fig ure will be higher. The 
Es to nian Housing Com mis sion of 1998 (Asjatundjate komisjon) es ti mates
that about 65 per cent of the to tal dwell ing space of Es to nia is in multi-
storey blocks of flats.

Ta ble 2 Dwell ings by Pe riod of Con struc tion in Riga 1989.

Con struc tion Year Share of To tal Housing Space, %

     – 1918 22.5

1918 – 1940  8.7

1941 – 1950  1.2

1951 – 1960  7.3

1961 – 1970 19.4

1971 – 1980 23.5

1981 – 1989 17.4

Source: Rigas pilsetas iedzivotaju dzivoklu apstakli 1989 g. Vissavienibas tautas skaitisanas
materiali. Riga 1990. Latvijas Republikas Valsts Statistikas Komiteja.

Ta ble 3 Dwell ings by Pe riod of Con struc tion in Vilnius 1994.

Con struc tion Year Share of To tal Housing Space, %

     – 1918  3

1918 – 1940 11

1941 – 1950  4

1951 – 1960  7

1961 – 1970 19

1971 – 1980 26

1981 – 1990 25

1991 – 1994  4

Source: Raugaliena 1996.

Ta ble 4 Dwell ings by Pe riod of Con struc tion in Tallinn 1992.
Pri vate dwell ing stock and hos tels ex cluded.

Con struc tion Year Share of To tal Housing Space, %

     – 1919  4.5

1919 – 1945 10

1946 – 1960 10

1961 – 1970 21.4

1971 – 1980 27.6

1981 – 1990 22.8

1991 –  3.7

Source: Tallinn Arvudes 1992.
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These fig ures show that the over whelm ing ma jor ity of the pub licly
owned hous ing stock are found in the large-scale res i den tial ar eas in sur -
round ing towns and cit ies. Due to the sys tem of pre fab ri cated con crete
wall com po nents these houses are called block panel houses. Flats in these
houses are the main ob jects of the privatisation of the hous ing sec tor in
the Bal tic States.

Housing Man age ment
Housing was re garded as a so cial right, and man age ment was or gan ised by
lo cal gov ern ments. Housing man age ment still is an im por tant ac tiv ity of a
mu nic i pal ity. Tallinn, Riga and Vilnius are or gan ised into sep a rate hous ing
man age ment com pa nies for each dis trict of the city. Only a few of them
are com pa nies in a le gal sense. They are di rectly su per vised by po lit i cally
elected hous ing de part ments of the lo cal gov ern ment and thus have lim -
ited au ton omy. These com pa nies have been, and mainly still are, in te gral
parts of the mu nic i pal or gani sa tion.

Tallinn is di vided into eight ad min is tra tive dis tricts. The mu nic i pal
hous ing stock is man aged by 14 hous ing ad min is tra tion units of the Tallinn 
City Coun cil. These units have re cently been trans formed into joint-stock
com pa nies with the City of Tallinn own ing 100 per cent of the shares.

Riga is di vided into six ad min is tra tive dis tricts with 48 ad min is tra tive
units. The ex ec u tives of these hous ing man age ment units are de pend ent
on the Com mit tee of Com mu nal and Apart ment Is sues of Riga City
Coun cil. No privatisation of mu nic i pal hous ing com pa nies has yet occured.

Vilnius is di vided into 20 ad min is tra tive dis tricts with one mu nic i pal
hous ing man age ment unit in each dis trict. There is also one mu nic i pal unit
for the man age ment of hos tels. Housing in a hos tel con sists of one room
along a cor ri dor with kitchen, bath room and other com mon fa cil i ties
shared with other ten ants. The hos tels were orig i nally not in tended for
per ma nent hous ing but for tran si tion hous ing for dis ad van taged and vul -
ner a ble groups and for guest work ers. Due to the hous ing short age the
hos tels have come to serve as per ma nent hous ing. In 1996 the 21 mu nic i -
pal hous ing man age ment units were trans formed into joint-stock com pa -
nies. The City of Vilnius owns 100 per cent of the shares.

Housing Costs

Rent Costs in the So viet Un ion
Rents were sta ble in the en tire So viet Un ion af ter the war and were fixed
at 13.2 ko peks (0.132 rou bles) per square metre and month. This fig ure
held un til the ef fect of in fla tion were felt at the end of the 1980s. Nor mal
sal a ries var ied be tween 100 and 200 rou bles per month. An or di nary sal ary 
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for a teacher at sec ond ary school was about 110 rou bles and for a skilled
in dus trial worker about 160 rou bles. The cost for a nor mal flat of 50
square metres was about 6.60 rou bles per month, which rep re sented about 
4–8 per cent of an or di nary sal ary. With two sal a ries in a fam ily, hous ing
was only 2–4 per cent of the to tal ex penses. Rents were set by po lit i cal de -
ci sion and had no re la tion to pro duc tion costs or to what should be con sid -
ered nor mal main te nance of a build ing, which has re sulted in deteriortion
of the hous ing stock.

Rent Costs To day
In all the Bal tic States there are laws reg u lat ing rents, and lo cal gov ern -
ments set the max i mum lev els. Rent bills show a de tailed break down in
dif fer ent posts com pos ing the to tal rent cost. Ex am ples of rent cost break
downs for some typ i cal flats in multi-storey block panel build ings in
Tallinn, Riga and Vilnius are shown in Ta bles 5–7.

Ta ble 5 Monthly hous ing costs De cem ber 1998 for a flat of 62 square metres in a 
multistorey block of flats in Mustamäe Dis trict Tallinn. USD I = EEK 13.

Cost for EEK/m2 EEK to tal

1 clean ing  0.92   57.04

2 emer gency ser vice  0.20   12.40

3 emer gency re pair  2.71  168.02

4 man age ment  0.97   60.14

5 re pair-works  2.40  148.80

6 gar bage  0.37   22.94

7 gen eral elec tric ity  0.29   17.98

8 land tax  0.11    6.82

9 wa ter  3.10  192.20

10 heat ing 13.20  818.40

11 hot wa ter  —  —    

To tal cost 1504.74

 6. and 7. These fig ures are as sumed to be the same as Ta ble 13 in Ap pen dices.
11. The unit price per cu bic me ter was EEK 15. Con sump tion is mea sured.
Gas is paid di rectly to the gas com pany at EEK 2.90 per m3 ac cord ing to mea sured con sump -
tion.
Elec tric ity is paid di rectly to the elec tric ity com pany at EEK 0.65 per kWh.

Source: Mustamäe Dis trict Coun cil.

The rent cost in De cem ber 1998 for a 50 square metre flat in Tallinn,
Riga and Vilnius ranged from about 65–85 USD per month (see Ta ble 8),
plus costs for cold and hot wa ter, gas and elec tric ity. Heating is charged
per square metre flat. Hot and cold wa ter, gas and elec tric ity are paid ac -
cord ing to mea sured con sump tion. If the apart ments do not have in di vid -
ual wa ter me ters the con sump tion is mea sured for the whole build ing and
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di vided be tween the apart ments in re la tion to the num ber of house hold
memebers. In Riga and Vilnius gar bage is charged per house hold mem ber
while in Tallinn per flat. Land tax for apart ments in build ings of pub lic
own er ship is only paid in Tallinn, which is re mark able since no land al lot -
ment to the build ings has been done.

Ta ble 6 Monthly hous ing costs De cem ber 1998 for a flat of 53.2 m2 
in a multi-storey block of flats, con structed in the 1980s, Mezciems 
Housing Area, Vidzeme dis trict, Riga. LVL 1 = USD 1.67.

Costs for Cost unit Cost/unit To tal

1 rent LVL/m2 0.148  7.87

2 heat ing sys tem LVL/m2 0.02  1.06

3 VAT on 2. 18 %  0.19

4 wa ter pipes LVL/per son 2.72  4.08

5 ra dio 0.24  0.24

6 gar bage LVL/per son 0.30  0.60

7 gen eral elec tric ity LVL/apt 0.1085  0.11

9 el e va tor LVL/per son 0.16  0.32

10 elec tric stove LVL/apt 0.234  0.23

11 el e va tor elec tric ity LVL/per son 0.2123  0.42

12 ca ble TV 0.90  0.90

13 w pipes sew age main te nance LVL/m2 0.01  0.53

14 VAT on 13 18%  0.10

To tal cost 16.65

Cold wa ter is charged ac cord ing to the to tal con sump tion in the house (m3) di vided by the
num ber of oc cu pants. Cold wa ter cost is LVL 0.35 per m3.
The same ap plies for hot wa ter con sump tion with a price about LVL 1.30–1.50 per m3).
House holds with wa ter me ters in stalled in the apart ment pay ac cord ing to mea sured con sump -
tion.

Source: Juhnevica 1999.
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Ta ble 7 Monthly hous ing costs De cem ber 1998 for a flat of 82.14 square metres 
in a three-storey block of flats, built in the 1980s, Pacialiciai Dis trict, 
Vilnius. USD 1 = LTL 4.

Cost for LTL   

1 heat ing 355.71

2 gen eral elec tric ity (0.24 Lt/kWh)   8.14

3 hot wa ter (ac cord ing to me ter, 3 m3)  38.12

4 cold wa ter (ac cord ing to me ter, 4 m3)   12.44

5 gar bage   8.72

6 ca ble TV  21.45

7 main te nance (0.26 Lt/m2)  22.00

Sub to tal 466.58

8 credit 133.42

To tal cost 600.00

8. In 1996 HOA took a loan from the Lith u a nian Housing Foun da tion to im prove the heat ing
sys tem and change the win dows. The loan is for 10 years with an an nual in ter est rate of 13%.

Source: Simonaitis 1999.

Ta ble 8 Com par i son of es ti mated rent costs in De cem ber 1998 for a 50 square 
metre flat in a multi-storey block of flats in Tallinn, Riga and Vilnius. The 
cal cu la tions are based on fig ures from the pre vi ous Ta bles 5–7 and the 
Ta bles 13–16 in Ap pen   di  ces. Cost for cold and hot wa ter, gas and 
elec tric ity are paid ac cord ing to con sump tion.

Tallinn Riga Vilnius

Cost for EEK LVL LTL    

1 heat ing  660 27.53 216.40

2 gen eral elec tric ity   14.50  0.42   8.00

3 gar bage   18.50  0.30   3.26

4 gen. clean ing   46  1.00   0.78

5 an tenna    5.50  0.77   1.00

6 ad min is tra tion   48.50  7.53  13.00

7 re pair, main te nance  265.50  1.93

8 land tax    5.50  —  —    

to tal cost 1064 45.91 258.28

in USD   81.85 77.00  64.60

The Cost of Heating
Dur ing the So viet pe riod heat ing was not an im por tant cost since fuel was
not paid for at mar ket prices. The de sign of heat ing sys tems for hous ing
shows no aware ness of the eco nomic con se quences of the huge en ergy
losses. When the Bal tic States left the rou ble zone and in tro duced na tional 
cur ren cies in 1992–93, oil im ports sud denly had to be bought at world
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mar ket prices, which caused a dra matic in crease in heat ing costs dur ing
the 1990s. Heating to day is es ti mated to cost ten fold the old price, and is
the main part of the monthly rent dur ing the heat ing sea son. I es ti mate
that the cost for heat ing a flat amounts to 60 – 85 per cent of the to tal
rent costs per month dur ing the heat ing sea son (see Ta ble 9). Heating
costs are sim i lar in Tallinn and Riga, and no ta bly higher in Vilnius. The
large dif fer ences in cost of heat ing be tween Tallinn, Riga and Vilnius are
in trigu ing, but this sur vey has not al lowed for an anal y sis of the rea sons. It
could be re lated to dif fer ences in cli mate, fuel costs, heat ing pe ri ods, ther -
mal char ac ter is tics of build ings and the en ergy sup ply sys tems. The point
of these fig ures is to show that a main part of the rent cost is heat ing.

Ta ble 9 Com par i son of heat ing costs in De cem ber 1998 for a 50 m2 flat in a 
multi-storey block of flats in Tallinn, Riga and Vilnius. The fig ures  are 
from Ta ble 8.

Tallinn Riga Vilnius
Cost for EEK USD LVL USD LTL USD 

heat ing  660 50.80 27.53 45.90 216.40 54.10

to tal rent 1064 45.91 258.28

heat ing as % of to tal rent 62 60 84

Sal aries/wages and Rent Costs
At the end of 1998 the av er age monthly gross sal a ries ranged from 
USD 225 to 310 and the old age pen sions from USD 75 to 98 (Ta ble 10).

Ta ble 10 Monthly av er age sal a ries/wages and old age pen sions the 
third quar ter of 1998.

Es to nia Lat via Lith u a nia
EEK USD LVL USD LTL USD

Sal aries/wages 4111 316 135.56 226 1033.7 258

Pen sions 1264  97  53  88  300  75

Sources: Es to nian Sta tis tics Monthly No 10, 1998, Sta tis ti cal Bu reau of Lat via, 
Lith u a nian De part ment of Sta tis tics.

Ac cord ing to of fi cial sta tis tics the av er age house hold ex pen di ture for
hous ing (rents fuel and power) ranges from 14 to 19 per cent of the av er -
age house hold bud get (Ta ble 11).

Ta ble 11 Av er age house hold ex pen di ture for the hous ing (rents fuel and power), 
per cent of house hold bud get.

1996 1997

Es to nia 19.0

Lat via 14.3 15.0

Lith u a nia 14.8 15.2

Sources: Es to nia in Fig ures 1997, Sta tis ti cal Year book of Lat via 1998 and 
Sta tis ti cal Year book of Lith u a nia 1998.
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These fig ures seem to be quite nor mal for West ern Eu rope, but we have 
to keep in mind that these are av er ages. A com par i son of the fig ures in Ta -
bles 9 and 10 shows that the main part of the house hold bud get of a sin gle 
pen sioner liv ing in a block of flats could be spent on rent and heat ing dur -
ing win ter sea son.

So cial Im pli ca tions
So cial classes were not re cog nised in the So viet Un ion. So ci ety was di vid -
ed into work ers, farm ers and in tel lec tu als, and no hi er ar chy among these
groups was of fi cially re cog nised. Sal aries were rel a tively sim i lar. Apart -
ments from gov ern ment hous ing programmes were dis trib uted by the
hous ing au thor i ties ac cord ing to po lit i cally set guide lines and had noth ing
to do with pay ing ca pac ity of the ten ant. Rent costs were al most “zero”.
Seg re ga tion in hous ing, in the west ern Eu ro pean sense, did not ex ist in the 
for mer so cial ist coun tries; the poor and the better off, the un skilled
worker and the pro fes sor were neigh bours shar ing the same stair case.

The fall of an old in dus trial pro duc tion sys tem with fac to ries clos ing
and un em ploy ment com bined with the rel a tively well-off new groups of
pro fes sion als brought rapid eco nomic strat i fi ca tion. New pro fes sions
emerged that did not ex ist be fore, mainly in the sec tors of trade, ser vices,
fi nance and in sur ance, real es tate, leas ing and busi ness ser vices, trans port
and ware hous ing (Kliimask 1997).

Changes in spa tial lo ca tion of the ur ban pop u la tion has be gun al though
it af fects only small groups due to a lim ited hous ing mar ket and lim ited fi -
nan cial op por tu ni ties. The fol low ing ob ser va tion by Loogma (1997) about
Tallinn could also ap ply to Riga, Vilnius and other Bal tic cit ies.

Housing strat i fi ca tion is only in its ini tial stages and is
mainly il lus trated by cases in which mid dle class fam i lies tend 
to con cen trate to cer tain ar eas pri mar ily found in the sub ur -
ban pri vate hous ing dis tricts of Tallinn.

In abil ity to pay the rent is wide spread, and more fre quent dur ing the heat -
ing sea son. Some peo ple pay their rent debts from the win ter dur ing the
sum mer when the rent is lower, due to no heat ing costs, while oth ers do
not pay them at all. In 1995, 181,000 house holds in Lith u a nia owed 
LTL 24 mil lion (USD 6 mil lion) (LCHS 1996). In Riga about 20 per cent
of the house holds do not pay their rents reg u larly. Each year the Riga City
Coun cil has to de cide what to do with the debts for heat ing pub lic houses. 
For the heat ing sea son 1996/97 debts of LVL 7.5 mil lion (USD 12.5 mil -
lion) were paid by Riga City to “Rigas Siltums”, the heat ing com pany. For
1997/98 this fig ure was only LVL 2.5 mil lion (USD 4.17 mil lion), due to
mea sures taken to save en ergy, mainly in stall ing hot wa ter me ters (Rubina
1998). In Es to nia the in abil ity to pay rent seems to be as wide spread as in
Lith u a nia and Lat via. Un paid rent gives the hous ing com pany the le gal
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right to evict a house hold. The mu nic i pal hous ing com pa nies seem to have
a high de gree of tol er ance and only a lim ited num ber have been evicted.

There is a ten dency for the well off to move into, and poor out of, the
city cen tres. Peo ple with big rent debts liv ing in at trac tively lo cated flats in 
the city cen tre are iden ti fied by real es tate agents who of fer to pay the
debts and to pro vide an other flat, less at trac tively lo cated in a sub ur ban
large-scale hous ing area. In re turn the agent can sell the ten ancy rights,
usu ally at a good profit. This com bi na tion of threat and of fer is very ef fi -
cient when the ten ants’ debts are large and there is a threat of be ing
evicted and los ing ten ancy rights. Peo ple with out rent debts also seize the
op por tu nity to sell their pri va tised flat or ten ancy right to get money to
buy a cheaper and less at trac tively sit u ated flat. As on all real es tate mar -
kets the lo ca tion is the main price fac tor.

In abil ity to pay the rent de pends not only on the dra matic in crease in
costs but also on the eco nomic de cline at the be gin ning of the 1990s. The
rapid eco nomic strat i fi ca tion tends to marginalize large groups of so ci ety.

En ergy Saving
High en ergy losses in the heat ing sys tem and through the build ing en ve -
lope is a com mon prob lem in Es to nia, Lat via and Lith u a nia.

The Swed ish Na tional Board for In dus trial and Tech ni cal De vel op ment
(NUTEK) (1995, 1996) sup ported re search and im ple men ta tion of en ergy 
sav ing mea sures in Mustamäe Dis trict, Tallinn, in 1992–94. The pro ject
was car ried out in co-operation with the lo cal au thor i ties of Mustamäe and 
pri vate con sul tants. The main en ergy sav ing mea sures im ple mented were:

• roof in su la tion

• weather strip ping of win dows and bal cony doors

• man u ally reg u lated ven ti la tion slots in bath rooms

• heat me ters

• new heat ing sub sta tions in clud ing: heat exchangers for heat ing and 
do mes tic hot wa ter, cir cu la tion pumps, con trol equip ment, ex pan sion
tank, valves and pumps

• main pipe con trol valves and bal anc ing of the heat ing sys tem

• new pipes for heat ing, do mes tic hot wa ter and cold wa ter in clud ing 
in su la tion of the pipes

Re sults from 1995 show 20 per cent less heat con sump tion than in sim i lar
build ings in the same neigh bour hood that had not been ren o vated. The
loans given by NUTEK at 7–8 per cent in ter est with a pay-back time of
5–7 years are cal cu lated to be cov ered by the lower en ergy costs.

Rupkus (1996) es ti mates the heat ing cost per square metre in panel
block houses in Riga to be the dou ble that of sim i lar houses in sim i lar cli -
ma tic re gions in the Scan di na vian coun tries.
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Zubrus (1996) gives the fol low ing es ti mate of pay back time for dif fer -
ent en ergy sav ing mea sures:

• in stal la tion of an ad di tional trans par ent foil into the win dows, 1–3 years

• mod ern is ing the heat ing sys tem of the house, 3–5 years

• ex tra in su la tion of the roof, 10–13 years

• change to win dows of good ther mal per for mance, 20–25 years

• ex ter nal wall in su la tion, 25–30 years.

Sim i lar mea sures, plus the fol low ing, were rec om mended in the Bustas
Pro gram (1997) by the Housing De part ment, Lith u a nian Min is try of Con -
struc tion and Ur ban De vel op ment (Min is try of En vi ron ment from Spring
1998):

• in su la tion of end walls with out win dows

• in su la tion of base ment walls and base ment ceil ings.

Gov ern ment sup ports the Lith u a nian Housing Credit Foun da tion (1997)
to run the En ergy Ef fi ciency Housing Pi lot Pro ject and to give loans for en -
ergy sav ing mea sures in hous ing. The mea sures sup ported are sim i lar to
those men tioned above. The pro ject is fi nan cially sup ported by the World
Bank and the Gov ern ments of Lith u a nia, the Neth er lands, Den mark, Swe -
den and Nor way. The to tal pro ject bud get is USD 20.6 mil lion. Pub lic in -
for ma tion about en ergy sav ing pos si bil i ties and ap pli ca tions for loans are
ad min is tered by the Lith u a nian Housing Credit Foun da tion. The Home
Owner’s As so ci a tion no 120 of Vilnius has taken loans to in stall a new sub -
sta tion, a de vice to con trol the heat ing sys tem and heat me ters in their
house. These mea sures re duced the en ergy for heat ing to the half of nor -
mal dur ing the heat ing sea son 1995/96 (Simonaitis 1996).

In Lat via few en ergy sav ing pro jects of this scale were un der taken. In
Mezciems, Vidzeme Dis trict, Riga, the lo cal mu nic i pal hous ing com pany
(Rigas Domes Vidzemes Priekspilsetas Pasvaldibas Uznemums Namu
Parvalde Mezciems) con ducted an en ergy sav ing pi lot pro ject in a eight
storey block panel house dur ing 1997. The mea sures were: tight en ing
joints be tween the con crete pan els of the fa cades and ad di tion of in su la -
tion in the roof and the house ga bles. The en ergy sav ings were es ti mated
to be so great that the hous ing com pany pre pared a big ger pro ject, but dif -
fi cul ties in find ing fi nance pre vent them from im ple ment ing it (Juhnevica
1997).

One of the most fre quent and ef fi cient en ergy sav ing mea sures on
apart ment level is the in stal la tion of me ters for do mes tic hot wa ter. The
me ter gives the ten ant con trol of con sump tion and an in cen tive to re duce
the hot wa ter use. In Vilnius do mes tic hot wa ter con sump tion was re -
duced to the half af ter in stal la tion of in di vid ual me ters in the apart ments
of the for mer pub licly owned hous ing stock. Ex pe ri ences from Riga show
an av er age monthly re duc tion from about three cu bic metres per per son to 
one af ter the in stal la tion of me ters (Diena 7 March 1998).
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Con clu sions
Geo graphic strat i fi ca tion in ur ban hous ing will de velop as a con se quence
of the privatisation of the dwell ing stock. Housing costs in the large-scale
hous ing ar eas dif fer: in Tallinn more is spent on re pair and main te nance
than in Riga and Vilnius, while in Vilnius more is spent on heat ing. Al -
though the hous ing stock is young, about 2/3 was con structed af ter 1960,
it is in bad con di tion and needs ur gent in vest ment for re pair and ren o va -
tion. The low house hold in comes do not al low rent in creases to cover
these costs. En ergy sav ing mea sures, how ever, have shown to be very ef -
fec tive in dra mat i cally re duc ing run ning costs and, thus, cre at ing eco nomic 
space for re pair and ren o va tion. The short pay back pe ri ods for in vest ment
in en ergy sav ing mea sures should be en cour ag ing enough for cen tral and lo -
cal gov ern ments and banks to grant spe cial en ergy sav ing loans.
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Le gal Frame work

Land, build ings and means of pro duc tion were na tion al ised when the Bal -
tic States were in cor po rated into the So viet Un ion. Dur ing the So viet era
pri vate in di vid u als were only al lowed to own build ings of lim ited size, such 
as one-family houses, sum mer houses or ga rages. The be gin ning of
privatisa tion and de reg u la tion would nor mally be as so ci ated with the res -
to ra tion of the in de pend ence of the three states in Au gust 1991. The pro -
cess started, how ever, in the mid-1980s, en abled by the new pol i cies
Glas nost (open ness) and Perestrojka (re con struc tion) that led to the rad i -
cal liberalisation of so cial life in the So viet Un ion.

De ci sion no. 120 of the Coun cil of Min is ters of the So viet Re pub lic of
Lat via on 3 Sep tem ber 1990 de fined a stra te gic goal to change own er ship
con di tions to cor re spond to the prin ci ples of mar ket econ omy. On 20
March 1991 the Par lia ment of the So viet Re pub lic of Lat via made the res -
o lu tion On State Prop erty and the Ba sic Prin ci ples of its Con ver sion. This
formed the ba sis for de vel op ment and adop tion of new laws for prop erty
re form. It stated that the rights to na tion al ised and oth er wise con fis cated
prop erty could be re es tab lished by any pre vi ous owner or his/her law ful
heirs re gard less of their cur rent cit i zen ship. The de ci sion stated that prop -
erty would be re turned di rectly or be com pen sated through spe cial gov ern -
ment bonds, kompensacijas sertifikati, or money. It named three ways of
con vert ing prop erty:

• Denationalisation of mu nic i pal and state prop erty

• The turn over of state com pa nies to mu nic i pal i ties

• Privatisation of mu nic i pal and state prop erty.

The main prob lem here is the con flict of in ter ests be tween the cur rent us -
ers and for mer own ers. To pre vent so cial con flicts the Gov ern ment de -
cided it was ap pro pri ate to in clude com pen sa tion for not re turned prop -
erty. On 3 March 1992 the Par lia ment of Lat via de cided on Con cepts and
Prep a ra tions for a Pro gram for the Privatisation of the State and Mu nic i pal
Prop erty that set guide lines for the nec es sary new laws and reg u la tions.

On 19 De cem ber 1990 the par lia ment of the So viet Re pub lic of Es to -
nia ap proved a res o lu tion on the re newal of prop erty rights which made in -
valid the dec la ra tion of the So viet Es to nian Par lia ment (23 July 1940) The
Dec la ra tion of Land as the Peo ple’s Prop erty, and all the later laws and or -
di nances that had changed the right to prop erty own er ship. This res o lu tion 
also clar i fied that the col lec tiv isa tion of Es to nia, based on the de ci sion On
the Es tab lish ment of Kol khozes in the So viet Re pub lics of Lith u a nia, Lat via
and Es to nia of the Cen tral Com mit tee of the So viet Com mu nist Party on
21 May 1947, was car ried out with force and vi o lated the rights of the
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prop erty own ers. In 1990 the Es to nian Gov ern ment pub lished the pro -
gramme About the Gen eral Ba sis of Privatisation. It anal y ses the over all
aims and goals of privatisation as well as forms for privatisation. It also dis -
cusses the nec es sary steps to be taken for the cre ation of reg u la tions, pro -
ce dures and in sti tu tions for its im ple men ta tion. A ba sic prin ci ple is that
prop erty na tion al ised with force shall be re turned to its pre vi ous own ers or 
their le gal heirs. The programme also states that laws on the re turn of na -
tion al ised prop erty, state prop erty and mu nic i pal prop erty should be pre -
pared and passed.

On 13 De cem ber 1990 the Par lia ment of the So viet Re pub lic of Lith u -
a nia passed the law On the Rules and Reg u la tions Con cern ing the Re turn of 
Pre served Im mov able Prop erty. The law reg u lates re turn of land, for est,
houses and com pa nies as well as other prop erty. The re turn of prop erty
con cerns only Lith u a nian cit i zens. As early as on 3 Jan u ary 1991 the law
pro ject On Selling of the Pub lic Housing Stock was pub lished in Lith u a nia.

The prop erty re forms that are be ing car ried out in Es to nia, Lat via and
Lith u a nia in tend to:

1 Restore con fis cated prop erty to its ear lier own ers or their law ful heirs
(res ti tu tion);

2 Sell land, build ings and flats to phys i cal per sons;

3 Trans fer the own er ship of state owned land to mu nic i pal i ties;

4 Re tain state owned land that is be ing used for state ac tiv i ties or is of 
na tional interest, and also land that was pre vi ously owned by state.

Es to nia

The Land Re form
The Land Re form Law in the Re pub lic of Es to nia was passed on 17 Oc to -
ber 1991 as a step in the reali sa tion of the prop erty re form ac cord ing to
the prin ci ples set in 1991 in the Prin ci ples of Own er ship Re form Act. The 
aim of this law is to reach a more ef fi cient land use based on the for mer
and cur rent land owner’s rights in the pro cess of trans fer ring state owned
land prop erty to pre dom i nantly pri vate own ers.

Res ti tu tion of Land Prop erty
Res ti tu tion of con fis cated land or com pen sa tion for it can be de manded
by:

1 Phys i cal per sons whose land has been un law fully ex pro pri ated and who
were Es to nian cit i zens on the 16 June 1940 or res i dents in Es to nia at
the time the Prin ci ples of Own er ship Re form Act came into force (20
June 1991).
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2 Law ful heirs to for mer own ers have the right to de mand res ti tu tion or
com pen sa tion of un law fully ex pro pri ated land.

3 Or gani sa tions whose land has been un law fully ex pro pri ated.

Es to nia has well pre served doc u men ta tion from the prop erty reg is try of
the time be tween the World Wars, which makes it easy to es tab lish both
the owner’s iden tity, the size and use of the prop erty and other char ac ter -
is tics at that time. There fore the last date to ap ply for res ti tu tion or com -
pen sa tion was set as 1 July 1992. All the res ti tu tion and com pen sa tion
cases have still not been han dled and set tled due to the num ber ap pli ca -
tions and low level of pre pared ness to deal with the cases.

The law aims to con sider the in ter ests of both the for mer owner and
the cur rent user. There fore it is nec es sary to weigh care fully which prop -
er ties are to be re stored and when the cur rent user should be al lowed to
pri va tise the prop erty. The law says that land, partly or in whole, is not re -
stored in the fol low ing cases:

1 When the for mer owner does not ap ply for res ti tu tion.

2 When the for mer owner ap plies for com pen sa tion for con fis cated land.

3 When an other phys i cal per son has been given a life time right to use the 
land ac cord ing to the Es to nian SSR Farm Act (ENSV teataja 1989,
39,611).

4 When the land has been built on and is be ing used by other than the
for mer owner.

5 When the land own er ship is trans ferred to mu nic i pal ity.

6 When the state re tains the land own er ship.

Land is re turned only to the ex tent that is pos si ble, based on the cur rent
use, mas ter plans and lo cal plans.

Com pen sa tion for con fis cated land is is sued as privatisation vouch ers
that can be used for ac quir ing new land.

The land re form was ini ti ated al ready dur ing the last phases of So viet
era with the re turn of farm es tates to their for mer own ers and with al lo ca -
tions of life time right of use for cur rent land us ers.

In prin ci ple no land that has been built on will be re turned, nor will it
be re turned in cases where cur rent use pre vents it. This ap plies to
one-family houses, al lot ments, apart ment build ings, pre mises for busi ness
or other ac tiv i ties, roads, parks and other pub lic es tab lish ments, na tional
parks etc.

Lo cal gov ern ments make the de ci sions con cern ing the re turn or com -
pen sa tion for con fis cated land. De ci sions on re turn ing the prop erty are
com mu ni cated by the Mu nic i pal Com mit tee of Land Res ti tu tion in a reg -
is tered let ter. The costs for land sur vey and reg is tra tion are paid by the
land owner. The county gov er nor in each county is re spon si ble for the or -
gani sa tion and su per vi sion of the land res ti tu tion.

Land that can not be re turned, due to the cur rent land use, shall ei ther
be pri va tised, trans ferred to the mu nic i pal ity or re main as state prop erty.
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In the cases where there is a sin gle-family house built on the land the cur -
rent house owner is of fered a pos si bil ity to ac quire the land. Starting from
the date the law came into force it is for bid den for the house owner to sell 
the house with out of fer ing the for mer owner a pos si bil ity to buy the prop -
erty first. Land that has been used for apart ment build ings and is owned
by the state or the mu nic i pal ity is to be pri va tised by of fer ing the ten ants a 
pos si bil ity to ac quire their apart ments ac cord ing to the law of apart ment
own er ship. Ac qui si tion of both houses and apart ments is paid with pri -
vatisation vouch ers and money. Land that has been as signed to a cur rent
user with a life time right of use shall pri mar ily be of fered to the per son
with the right of use. In or der to make it eas ier for phys i cal per sons to 
ac quire land the State will set up mort gage loans with du ra tion that var ies
de pend ing on the pur chase sum. The du ra tion is five years for a loan of
EEK 25,000–300,00, ten years for a loan of EEK 300,001–5,000,000 and
15 years for a loan over EEK 5,000,000.

When no for mer owner has ap plied for res ti tu tion of land, and when
there is no cur rent user with pur chase right, the prop erty will be auc -
tioned.

Legall per sons are also al lowed to pri va tise real prop erty. For eign le gal
per sons must be reg is tered in the Es to nian Trade Reg is try to be able to 
ex er cise this right.

The gov er nor of each county is re spon si ble for the or gani sa tion and su -
per vi sion of the privatisation pro cess. The Es to nian Privatisation Agency is
re spon si ble for privatisation of State owned com pa nies. The county gov er -
nor and the Es to nian Privatisation Agency may del e gate privatisation to
mu nic i pal au thor i ties af ter an agree ment with lo cal gov ern ment.

The own ers of a co op er a tively owned build ing have the right to pri va -
tise the land in con nec tion to the build ing. Each co-owner is al lo cated a le -
gal share of the land pro por tional to his/her apart ments share of the to tal
hous ing space of the build ing.

Land that was owned by mu nic i pal i ties on the 16 June 1940 will be re -
stored as mu nic i pal prop erty if its cur rent use al lows it. Own er ship rights
for land that is be ing used for mu nic i pal pur poses such as build ings, roads,
park and other fa cil i ties are trans ferred to mu nic i pal i ties.

Land to be re tained as state owned prop erty is reg u lated by State As sets 
Act from the 14 De cem ber 1994.

Privatisation
The first step to wards privatisation of a prop erty is def i ni tion of the ob ject 
through the doc u men ta tion of ear lier reg is ters, an in ven tory and a new
land sur vey. Ap pli ca tion for privatisation is sub mit ted to the lo cal gov ern -
ment privatisation com mit tee. Un law fully ex pro pri ated prop erty may be
pri va tised only af ter the ap pli ca tions for res ti tu tion have been con sid ered.
De ci sions of privatisation cases where the ap pli cant has a pur chase pri or ity 
are to be con sid ered within three month of the ap pli ca tion. The or gan iser
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of privatisation will make a sales con tract and or gan ise the pos si ble mort -
gage loans with the state as the ben e fi ciary. All ad min is tra tive costs for the 
privatisation are paid by the one mak ing the ac qui si tion.

Apart ment Own er ship Act
An apart ment (flat) is real prop erty ac cord ing to the Law of Prop erty Act
(RT I 1993, 39, 590). Own er ship is de fined as own er ship of a phys i cal
share, the apart ment, and of a le gal share con sti tuted by other pre mises,
parts of the build ing and land. The size of the le gal share is pro por tional to
the share of the flat in the to tal dwell ing area of the whole build ing. The
phys i cal and le gal shares make up a unity that can not be sold, mort gaged
or oth er wise treated sep a rately. A block of flats can be di vided into sep a -
rately owned flats only if all the flats are pri va tised. The law does not al -
low privatisation of only one or a few of the flats in the build ing.

An flat is es tab lished as prop erty by reg is ter ing it at the Land Reg is try.
In for ma tion reg is tered in cludes the apart ment num ber, area, size of the le -
gal share, the to tal num ber of flat prop er ties in the build ing, the iden tity
of the owner and a plan of the flat. A pri vately owned flat can be sold,
rented and mort gaged as se cu rity for loans.

Flat own ers to gether are re spon si ble for man age ment of the le gal
shares. Ac cord ing to the law they are ei ther to form a home own ers as so ci -
a tion or to draft a con tract reg u lat ing the man age ment of the le gal shares.
The costs of man age ment are di vided be tween the own ers ac cord ing to the 
size of each le gal share. Ma jor ity vote rules when mak ing de ci sions about
di rec tion and ex tent of the prop erty man age ment. Ev ery flat owner has
one vote re gard less of the size of the flat.

Ac cord ing to the Res i den tial Privatisation Act (RT I 1993, 23, 411; 71,
1002) the flat is not con sid ered pri vate prop erty un til the land sur vey is
car ried out, the le gal shares al lo cated and the flat is reg is tered as prop erty
in the Land Reg is try.

Ac qui si tion of flat prop erty can be real ised through down pay ments in
which case a mort gage is reg is tered in the Land Reg is try. At the time of
reg is tra tion the state is reg is tered as the ben e fi ciary of the mort gage in
case a full pay ment for land can not be made. The land price is based on
the rate able value of the prop erty, which is based on ac tual mar ket prices.
The mort gage amount, du ra tion and yearly down pay ments are noted in
the Land Reg is try. In an ap pen dix to the ap pli ca tion to reg is ter an apart -
ment prop erty in the Land Reg is try all the doc u men ta tion about the sale is 
to be con firmed by a sworn no tary.

Co-operative own ers of a block of flats may pri va tise the land un der the 
build ing and the land around it that is needed for ac ces si bil ity and main te -
nance. The block of flats and the pri va tised land are reg is tered in the Land
Reg is try as one unit. If the mem bers of the co-operative de cide in a meet -
ing to re-organise the co-operative into pri vately owned flats the prop erty
has to be re-established. This re quires an in ven tory and land sur vey where -
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after the in di vid ual flat prop er ties have to be reg is tered in the land reg is -
try. A co-operative block of flats can be re-organised into pri vate flat prop -
er ties only if all the flats are pri va tised. The mem bers of a co-opera tive are 
bound to a ma jor ity de ci sion. At least one tenth of the mem bers have to
be in fa vour of or gan is ing a mem bers meet ing for re-organising the
co-operative. The meet ing forms a quo rum if at least half of the own ers
are pres ent. A de ci sion by at least a two third ma jor ity is re quired for a
re-organisation. Dis putes are set tled in a court of law.

Lat via

Denationalisation and Re turn of Prop erty
The prop erty re form in Lat via started on the 2 No vem ber 1988 with De ci -
sion no 350 of the Coun cil of Min is ters of the So viet Re pub lic of Lat via
On Un founded Ad min is tra tive De por ta tion of the Cit i zens of the So viet Re -
pub lic of Lat via. Ad min is tra tive de por ta tion re fers to de por ta tion that is
not based on a ver dict from a court of law but de cided by the au thor ity
that car ried out the de por ta tion. This in val i dated De ci sion no 282 of the
Coun cil of Min is ters of the So viet Re pub lic of Lat via on 17 March 1949
On De por ta tion of Ku lak Fam ilies from the So viet Re pub lic of Lat via and
De ci sion no 297 On Or der for Con fis cating the Prop erty of the De ported.

In the de ci sion of 2 No vem ber 1988 the Min is ter of Jus tice and the
Min is ters of In ter nal, So cial and Mu nic i pal Af fairs were des ig nated to
elab o rate reg u la tions for res to ra tion of prop erty and for com pen sa tion for
prop erty con fis cated from cit i zens that were de ported with out due cause.
The prop erty re form in Lat via was thus ini ti ated with the res ti tu tion of
prop erty to a de fined cat e gory of cit i zens, the de ported. The mo tive for
this can be found in the un der stand ing that de ported cit i zens had been
caused the great est ma te rial and moral suf fer ing.

On the 5 De cem ber 1988 the Coun cil of Min is ters de cided in Res o lu -
tion no 396 On the Or der of Res to ra tion of Prop erty, or for Com pen sa tion
of Its Value, for Cit i zens Whose Ad min is tra tive De por ta tion from the So viet 
Re pub lic of Lat via has been Ac knowl edged Un founded. Reg u la tions pre -
scribe that build ings or other prop erty are to be re stored in kind or, if this
is not pos si ble, com pen sa tion is to be is sued. Reg u la tions in clude also com -
pen sa tion for con fis cated pri vate prop erty such as ma chines and an i mals.
Prop erty is re stored or com pen sated for af ter a de ci sion by lo cal gov ern -
ment. Dis putes are set tled in a court of law.

The Coun cil of Min is ters’ Res o lu tion no 190 on the 29 Au gust 1989 On 
Re ha bil i ta tion of those De ported from the Ter ri tory of the So viet Re pub lic of 
Lat via dur ing the 1940s and 1950s ex panded the group of per sons who
were given the right to re gain con fis cated and na tion al ised prop erty. The
no tions of “ac quired in good faith” and “prop erty that can not be re stored”
are con sid ered here. If a per son paid for a build ing, it is con sid ered that
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the ac qui si tion is done in good faith and the orig i nal owner will not re gain
own er ship. A build ing that can not be re stored is de fined in dif fer ent cir -
cum stances where a build ing can not be used for its for mer pur pose, for 
ex am ple if it is com pletely re mod elled for a new func tion, or the land is
ex ploited for other pur poses. In these cases com pen sa tion is is sued.

The law of the 3 Au gust 1990 On the Re ha bil i ta tion of Un law fully Pol i -
tically Per se cuted Per sons and the Par lia men tary Res o lu tion On the Law of
the Re pub lic of Lat via “On the Re ha bil i ta tion of Un law fully Pol i tically Per -
se cuted Per sons” and Reg u la tions for its Ex e cu tion ex tends the group with
the right to re gain prop erty to in clude per sons who have been sen tenced
for po lit i cal crimes. All the ear lier res o lu tions for res to ra tion of prop erty
would in clude po lit i cally per se cuted per sons.

The Coun cil of Min is ters de cided on the 2 Oc to ber 1990 that in the fu -
ture the courts of law should de cide about res ti tu tion ap pli ca tions in stead
of the lo cal gov ern ments or their ap pointed com mis sions.

The law On Denationalising of Housing and Res to ra tion of Housing to
Their Law ful Owners was passed on the 26 May 1992. This law re places
that of 2 Oc to ber. Com pen sa tion is de cided in a court of law.

The fol low ing fig ures il lus trate the amount of work in con nec tion with
the res ti tu tion of prop erty to the de ported and other po lit i cally per se cuted 
per sons. Be tween 25 and 29 of March 1949, 42,133 per sons in 12,987
fam i lies were de ported. The mass de por ta tion the night of 13 June 1941 is 
es ti mated to have been about 10,000. It is es ti mated that a fur ther 1,900
were de ported dur ing the rest of the post war pe riod. Dur ing the same 
pe riod a fur ther 48,093 per sons were sen tenced for po lit i cal crimes.

Denationalisation of Build ings and 
Re turn to For mer Owners
The laws On Denationalising Build ings in the Re pub lic of Lat via and On
Re turning Dwell ing Houses to their Law ful Owners were passed by the 
Par lia ment of Lat via on 30 Oc to ber 1991. Re turning build ings to the po lit -
i cally per se cuted had, how ever, started al ready in 1988 and soon in cluded
all that had their prop er ties un law fully taken away. The laws that had pre -
scribed the con fis ca tion of prop erty were de clared in valid this year. The
re turn ing of prop erty could be done with the sup port of ex ist ing leg is la tion 
as the laws of So viet Un ion also gave in di vid u als right to de mand back un -
law fully con fis cated prop erty. The ques tion was how to de fine what has
been un law fully con fis cated. On the 14 Feb ru ary 1990 the City Coun cil of 
Sigulda de cided upon a prop o si tion to the par lia ment of Lat via to de clare
in valid the de cree On Na tion al ising Large Build ings from the 28 Oc to ber
1940. Thus the courts of law would be given the right to re verse de ci sions
based on this de cree on re vok ing the own er ship rights or re strict ing them.
I Pauls, the chair man of the City Coun cil of Cesis, sent a let ter to the ad -
min is tra tive and ju rid i cal de part ment of the Coun cil of Min is ters on the 8
of Jan u ary with a sim i lar pro posal. The pro posal men tions that the ex ist ing 
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leg is la tion in this field does not cor re spond to cur rent prin ci ples of so cial
jus tice nor to the prin ci ples for re newal of the state gov erned by law
(Grutups 1995). In Jurmala the City Coun cil not only dis cussed the prin -
ci ples for denationalising but made de ci sions and started denationalising
build ings. Thus, for mer own ers or their law ful heirs got their own er ship
rights on 57 build ings re newed in Jurmala.

On the 30 No vem ber 1990 the Su preme Court of Lat via pub lished 
gen eral ap pli ca tion rules that im ply that the laws on re turn ing dwell ings 
to their for mer own ers ap ply to any one whose dwell ing was con fis cated 
re gard less of the rea son the own er ship right was can cel led.

On the 27 No vem ber 1990 the Coun cil of Min is ters pre sented to Par -
lia ment a prop o si tion for a programme for con ver sion of state owned prop -
erty. The programme pro poses that no prop erty should be handed over to
phys i cal or le gal per sons with out some kind of pay ment, with the ex cep -
tion of prop erty that has been un law fully con fis cated or na tion al ised. It
was also pro posed that com pen sa tion should be is sued in those cases
where it is not pos si ble to re turn the prop erty.

The Par lia ment de ci sion On the Ba sic Prin ci ples for the Con ver sion of
State Owned Prop erty on the 20 March 1991 has be come the cor ner stone
of the prop erty con ver sion programme. This de ci sion es tab lished the prin -
ci ples for the fu ture work of trans fer ring own er ship of prop erty and com -
pa nies from the state to pri vate own ers. The programme stated that the
con ver sion of state owned prop erty is nec es sary and that the res ti tu tion of
prop erty that had been na tion al ised in 1940 and there af ter back to the
own ers or their heirs should be pri ori tised over the other privatisation of
prop erty or com pa nies. The con ver sion pro gram is ini ti ated by:

• De claring in valid all the laws con cern ing na tion ali sa tion and can cel la -
tions of own er ship rights es tab lished af ter the 17 June 1940.

• Clar ifying the for mer and cur rent ju rid i cal sta tus of each privatisation
ob ject.

• An nouncing the right to ap ply for res to ra tion of con fis cated prop erty
and also the or der and last date for sub mit ting an ap pli ca tion.

On the 20 De cem ber 1990 Par lia ment de cided to form a plan ning com -
mit tee to de velop a pro posal for a law to re turn na tion al ised and un law -
fully con fis cated prop erty. The mem bers of the plan ning com mit tee were
mem bers of Par lia ment, civil ser vants from the Min is tries of Fi nance and
Jus tice, mem bers of the Su preme Court and civil ser vants from the mu -
nic i pal i ties’ tech ni cal di vi sions. Their work was ac com pa nied by a lively
and hard de bate in the mass me dia with both un re served sup port for de na -
tion al isa tion and to tal dis ap proval of the pro posal. As the con di tions for
dena tionalisation were a so cially ex plo sive ques tion it was im por tant for
the plan ning com mit tee to find rea son able com pro mises con sid er ing the
re la tions be tween the cur rent us ers and for mer own ers and de fin ing the
po si tion of those who had ac quired a prop erty in good faith.
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Sev eral re vi sions were made to both of the two pro pos als be fore the
laws could be passed on the 30 Oc to ber 1991. Two prin ci ple stand points
were prob a bly im por tant for the en dur ance of the laws. The first pro -
tected prop erty own ers who had ac quired prop erty in good faith, which
turned out to be about 100 000 per sons. The sec ond prin ci ple gave ten ants 
rights to their apart ments for seven years af ter the privatisation of a build -
ing.

Reg u la tions for the ex e cu tion were passed on the 25 Feb ru ary 1992 by
the Coun cil of Min is ters. At the same time it was de cided to form a
state-run denationalisation com mis sion. On the 4 May 1992 the Coun cil
of Min is ters set the terms of ref er ence for the denationalisation com mis -
sion. On the 9 June 1993 Par lia ment de cided that for mer own ers had the
right to de mand a court hear ing if the denationalisation com mis sion or lo -
cal gov ern ment had not reached a de ci sion within three months from the
ap pli ca tion (”Par Latvijas Republikas 1991. gada 30. Oktobra likuma ”Par
namipasumu denacionalizaciju Lagtvijas Republika” 6. panta
piemerosanu”). In prac tice the for mer own ers were al lowed to go straight
to court for trial, a sit u a tion that did not let the denationalisation com mis -
sion to ful fil its in tended role as the ar bi tra tor of the prop erty dis putes.
This de ci sion in creased the re li abil ity and pace of the privatisation pro cess, 
as the courts of law were neu tral and com pe tent. The dead line for turn ing
in an ap pli ca tion for re newal of the prop erty rights was set as 1 June 1994.

The Land Re form
The law pro posal On Ru ral Land Re form in the Re pub lic of Lat via was
passed in the Parlament the 21 No vem ber 1990.

The law On the Farmer House holds in the So cial ist So viet Re pub lic of
Lat via on the 5 May 1989 was aimed at re struc tur ing the so cial ist meth -
ods of pro duc tion in the coun try side to make it pos si ble for farm ers to be -
come in de pend ent. How ever, the law did not al low pri vate land. In stead,
the re gional gov ern ments were al lowed to al lo cate rights to life time use
that could be in her ited. An other rev o lu tion ary nov elty was that farm ers
were al lowed to own the means of pro duc tion such as trac tors, trucks, and 
other equip ment, and houses and build ings re gard less of their size.

On the 13 June 1990 the Lat vian Par lia ment de cided On Agrar ian Re -
form in the Re pub lic of Lat via, which was the be gin ning of leg is la tion for
land re form. The de ci sion an tic i pated two phases of ex e cu tion. The first
phase would al lo cate land only to those us ing it; the sec ond phase would
in clude privatisation, ie al lo ca tion of own er ship rights. Ap pli ca tion for land 
res ti tu tion by for mer own ers, their heirs, cur rent farm ers or other claim -
ants was to be made within a year from the date the de ci sion was pub -
lished. To ex e cute the land re form the law On Land Com mis sions was
passed on the 10 July 1990. The pro posal stip u lated that Land Com mis -
sions should be set up by the high est de ci sion mak ing bod ies in the ru ral
mu nic i pal i ties, the re gions and Par lia ment. The duty of the land com mis -
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sion was to reg is ter, as sem ble and in ves ti gate ap pli ca tions for res ti tu tion of 
land prop er ties, and to set tle dis putes. Ap peals of de ci sions could be made 
from the ru ral dis trict and re gion’s com mis sion to the par lia ment’s com -
mis sion and to a court of law as the fi nal in stance.

The law On Ru ral Land Re form in the Re pub lic of Lat via was passed on
the 21 No vem ber 1990. One of the law’s most im por tant con tents was to
lay down pref er ences for the dif fer ent claim ants’ right to land own er ship.
It was es tab lished that for mer land own ers, as per the 21 July 1940, or
their law ful heirs, would be given pri or ity over oth ers when al lo cat ing use
and own er ship rights cov er ing the whole prop erty. The last date to ap ply
for own er ship rights was set to 20 July 1991. Own er ship rights were to be
al lo cated to Lat vian cit i zens, with the sole ex cep tion of for mer land own ers 
and their heirs for whom no re quire ments for cit i zen ship were made. The
or di nance to rat ify the law stated that Par lia ment’s Land Com mis sion
would pre pare reg u la tions that Par lia ment would adopt by 1 Jan u ary 1991. 
Al ready on the 18 Oc to ber the Par lia ment’s Land Com mis sion had ap -
proved reg u la tions for the work of the Land Com mis sions in ru ral mu nic i -
pal i ties and the re gions.

The de vel op ment of the ad min is tra tion and the tech ni cal as sis tance to
im ple ment the re form be gan with the de ci sion On Es tab lishing Land
Com mis sions and Units for Land Sur vey by the Pre sid ium of the Par lia -
ment on 22 No vem ber 1990.

The reg u la tions On the Ex e cu tion of the First Part of the Ru ral Land Re -
form in the Re pub lic of Lat via were es tab lished by the Pre sid ium of the
Par lia ment on the 21 Feb ru ary 1991. The reg u la tions gave de tailed spec i fi -
ca tions and clar i fied the in ter pre ta tion of con cepts. For ex am ple build ing
ac tiv ity is con sid ered per formed when the build ing per mit is is sued and
ex ca va tion of the foun da tion be gun. This caused a rush of ap pli ca tions for
build ing per mits and the start of many foun da tions. The in ter pre ta tion of
the law gave new build ers better pos si bil i ties, in com pe ti tion with the for -
mer own ers, to re ceive right of use and later also own er ship rights to a
prop erty. The reg u la tions pre scribe that even a house owner who had not
ap plied for own er ship of the land would be al lo cated the land needed to
en able ac cess to, and to main tain the house.

The law On the Use and Di vi sion of Land was passed on 21 June 1991
with reg u la tions for its rat i fi ca tion. The pass ing of this law was a di vide be -
tween the “old” and the “new” sys tems as the con tents are in con flict with 
the Land Law of the So viet Re pub lic of Lat via in which all the land is
owned by the state. On 31 Oc to ber 1991 the Coun cil of Min is ters can cel -
led all the rules and reg u la tions based on the So viet land law, which were
passed be tween 1951 and 1989.

To fa cil i tate the ap pli ca tion of the new land re form laws, the Civil
Rights Com mit tee of the Su preme Court com piled ex am ples of dif fer ent
kinds of ap pli ca tions and pub lished them on 9 De cem ber 1992.

On 26 May 1993 the Pre sid ium of the Par lia ment passed a de ci sion on
the right to ap ply di rectly to a court of law with out first ap ply ing to the
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Land Com mis sions. This saved time and made it con sid er ably faster to get
a ver dict in land dis putes.

The Par lia ment passed the law On Privatisation of Land in the Ru ral
Areas on 9 July 1992. This law ex panded the group of for mer own ers and
their heirs who were al lowed to ap ply for res ti tu tion of land prop erty to all 
those who were cov ered by the 1937 Civil Law. Thus, it in cluded not only 
heirs-at-law but also heirs de fined in a leg acy. Ac cord ing to the law le gal
per sons al lo cated a right of use in the first phase of the land re form are
guar an teed a right of use for five years when the land is re stored. This rule
aimed to al low rea son able time for wind ing up the ac tiv i ties of eg co-
op er a tive or gani sa tions formed af ter the farm ing col lec tives.

On 17 De cem ber 1992 the Pre sid ium of the Par lia ment de cided that
the right to ap ply for res to ra tion of landed prop erty in cluded all per sons
who owned land on 21 July1940 and their heirs re gard less of cit i zen ship.
Na ture re serves and valu able peat moors were ex cluded from this rule. On 
16 De cem ber 1993 the fol low ing changes and ad di tions were made to the
law:

• Privatisation was to also in clude lands that had been al lo cated to phys i -
cal per sons.

• Cer tain pref er ence to re gain land that had been al lo cated to le gal per -
sons was given to the po lit i cally per se cuted.

• Phys i cal and le gal per sons who had been al lo cated own er ship rights to
houses and other build ings were in structed to draw up a lease with the
own ers who had re gained own er ship of the land.

• The for mer own ers’ debts for land own er ship were nul li fied.

• Right was given to ap peal to a court of law, if the land com mis sion did
not treat the ap pli ca tion within six months.

These changes and ad di tions to the law evoked con tra dict ing feel ings and
dis putes be tween the scep tics and be liev ers in mar ket econ omy. Dur ing
1994 Par lia ment con sid ered the pro pos als three more times be fore they
were passed. The or der to draw up leases with own ers who had had their
landed prop erty re stored con tra dicted the ba sic prin ci ple of the land re -
form: that phys i cal per sons who had le gally ac quired houses and other
build ings had the right to pri va tise land that was func tion ally at tached to
the build ings. This has cre ated dis putes that are dif fi cult to re solve le gally
and mor ally. To nul lify debts such as mort gages was more nat u ral, as there
had been no at tempts to claim these debts af ter the war. The right to ap -
ply in a neu tral court of law had a fun da men tal sig nif i cance for the ex e cu -
tion of the land re form and in creased the pace and pre ci sion of the res ti tu -
tion of land own er ship. That le gal per sons were to be al lowed to own and
ac quire land was more con tro ver sial, but fun da men tally im por tant for the
de vel op ment of a well func tion ing mar ket econ omy. On 25 May 1994, the 
Min is ter of Econ omy Ojars Kehra, the Min is ter of Jus tice Egils Levits and
the Trea surer Einars Repse sup ported this change in the daily news pa per
Diena stat ing it was im por tant for the de vel op ment of a func tion ing prop -
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erty mar ket that land own er ship was not re stricted to phys i cal per sons,
since few phys i cal per sons had the cap i tal nec es sary to in vest in mod ern
farm ing and for estry.

Fur ther im por tant changes were made when the law was con sid ered for 
the third time on 8 De cem ber 1994. Ear lier re stric tions of 100 hect ares
on land to be re stored were omit ted. There were no re stric tions when re -
new ing own er ship rights. For mer land own ers or heirs who had ap plied for
com pen sa tion, or did not re ceive res to ra tion be cause of re stric tions in the
law, were given the right to cash in the com pen sa tion cer tif i cates at their
nom i nal value of 28 LVL. This de ci sion was pre ceded by hard de bate in
the Par lia ment. The main ar gu ment for was that it was un just that a phys i -
cal or le gal per son who had been al lo cated land be cause they were farm ing
it would be able to sell it for money, while the for mer owner who re ceived 
a com pen sa tion cer tif i cate that could only be to ex changed for prop erty.
The op po nents raised moral as pects and also claimed that cash ing cer tif i -
cates would drain the pub lic trea sury and en dan ger the econ omy of the
new state.

To reach an end of the land re form, 31 De cem ber 1995 was set as the
last day to turn in doc u ments prov ing own er ship or rights to in her i tance. It 
had thus taken five years from the pass ing of the Land Re form Law on 21
No vem ber 1990 un til the forms and de tails were clear enough to be im -
ple mented.

Land Re form in Cities
The law On Land Re form in Lat vian Cities was passed on 20 No vem ber
1991, a year af ter the law on ru ral land re form. The main rea son for the
de lay of a land re form in cit ies is prob a bly that the many ag ri cul tur al ists in
the Lat vian Peo ple’s Front had ob served the chronic lack of food stuffs and 
paid more at ten tion to de vel op ing pro pos als to change the sys tem of food
pro duc tion. Rel a tively com pre hen sive pre pa ra tory work for the land re -
form law was an early ac tiv ity of the Peo ple’s Front. There was a lack of
eco nomic mo ti va tion and ideo log i cal pro mot ers in Par lia ment to pur sue
the is sue of land re form in the cit ies. The law of ru ral land re form served
as a model in pre par ing a pro posal for land re form in towns and cit ies. The
avail abil ity of a model and co-ordination with the on go ing prep a ra tion of a
law pro posal for denationalisation and res to ra tion of prop erty to the for -
mer own ers both helped and speeded the prep a ra tion of the pro posal.

Par lia ment passed a res o lu tion On Mea sures to Se cure the Land Re form
in the Cities of the Re pub lic of Lat via (Par pasakumiem zemes reforma
nodrosinasanai Latvijas Republikas pilsetas) on 12 June 1991. Ac cord ing to 
this res o lu tion it was up to the city coun cils to set a sys tem to re ceive ap -
pli ca tions for al lo ca tion of land. Three cat e go ries were dis tin guished:

• For mer own ers and their heirs

• Cur rent land us ers

• Oth ers wish ing land ei ther for the right of use or as prop erty.
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The res o lu tion reached fur ther than the first phase of the ru ral land re -
form as it con tem plated im me di ate re newal of prop erty rights with out the 
de tour of land use rights. It also in cluded all the heirs in ac cor dance with
the 1937 Civil Law, with out re stric tions, and le gal per sons. On 18 April
1991 Par lia ment passed a res o lu tion to dis con tinue al lo ca tion of land for
build ing in cit ies and vil lages un til the new law came into force. Ac cord ing
to Grutups (1995) dis cus sions and de bates on the pro posal in Par lia ment
were of ten emo tional, con tra dic tory and from time to time very heated.
Sev eral ob jec tions against the pro posal as a whole, as well as de tails, were
raised. Some mem bers of Par lia ment who had sup ported ru ral land re form 
thought that the full con trol of land use in the cit ies should not be given
away, i.e. privatisation should not be car ried out in cit ies. Oth ers sug gested 
that old mort gages should be re newed and an in her i tance tax should be
lev ied in con nec tion to re newal of own er ship rights. Some con sid ered that
the time limit for ap ply ing for prop erty rights should be ten years, while
their op po nents meant that it would nul lify the whole mean ing of the re -
form. The dead line for ap pli ca tions was set to 31 De cem ber 1991. The re -
la tions be tween for mer land own ers and cur rent land us ers had to be reg u -
lated re gard ing own er ship rights and land use rights, the right to use build -
ings, the cost of leases and com pen sa tion for prop erty rights that are not
re newed. Most of the sug ges tions for changes and ad di tions did not re ceive 
enough sup port. An im por tant change that was made to the pro posal gave
pref er ence to phys i cal per sons who had le gally con structed a house, or
who had ac quired a house, on the for mer owner’s land. The only build ings
phys i cal per sons had been al lowed to build dur ing the post war era were
one-family houses with lim ited area. Thus, the res o lu tion did not in clude
apart ment build ings con structed by the state, mu nic i pal i ties or
co-operatives. Af ter ex ten sive de bate the law of the land re form in cit ies
was passed with a great ma jor ity: 84 votes for, 9 against and 15 ab stained.

On 14 May 1993 the Coun cil of Min is ters de cided that the max i mum
cost for a lease on re stored land may not rise above one and a half times
the rate able value of the land. Set ting the rate able value of land was reg u -
lated through Res o lu tion no 94 On Ap praisal of Land in Cities of 12 April
1994 (Par pilsetu zemes vertesanu).

The law of land re form in cit ies has been con sis tently ap plied so that all 
land is re stored to the for mer own ers or their heirs if un am big u ous doc u -
men ta tion of for mer own er ship is pro vided. The only ex cep tion so far is
the land un der Riga Civil Air port.
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Lith u a nia

Land Re form
The Law on Land Re form was en acted on 25 July 1991. The aim is to
denationalise land held by the State by re turn ing ex pro pri ated land and
sell ing land to phys i cal per sons. The law stip u lated that only the State or
phys i cal per sons could be le gal own ers of land. Ac cord ing to this law le gal
per sons could not own land. With the Gov ern ment de ci sion Reg u la tions
on Or gan ising of State Land Sur veying Man age ment of Feb ru ary 1992 the
Min is try of Ag ri cul ture and For estry was given the re spon si bil ity to or gan -
ise a sur vey of state land for the im ple men ta tion of land privatisation in ru -
ral and ur ban ar eas. This ap peared nat u ral as the or i gin of the land re form
was the wish to re new the ag ri cul tural sec tor. With the Law on Im mov able 
Prop erty Reg is ter of 24 Sep tem ber 1996 this re spon si bil ity is shared with
the Min is try of En vi ron ment. Land in Lith u a nia can only be owned by
phys i cal per sons who are Lith u a nian cit i zens and res i dent n Lith u a nia. 
Le gal per sons are not al lowed to own land but can have ac cess to land
through a lease.

Res ti tu tion
On 13 De cem ber 1990 the Par lia ment of the So viet Re pub lic of Lith u a nia 
passed the pro posal On the Rules and Reg u la tions Con cern ing the Re turn of 
Pre served Im mov able Prop erty. Af ter re view and de bate of the pro posal
the Law on the Pro ce dure and Con di tions of the Res to ra tion of the Rights of 
Own er ship to the Ex isting Real Prop erty was passed on 18 June 1991. With 
this law of prop erty res ti tu tion, for mer own ers of ex pro pri ated land and
other real es tate were al lowed to re gain their rights. This law reg u lates re -
turn of land, for est, build ings, com pa nies and other prop erty. The re turn
of prop erty ap plies only to Lith u a nian cit i zens res i dent in Lith u a nia.

Housing Privatisation
The pro cess of hous ing privatisation in Lith u a nia be gan 3 Jan u ary 1991
with the pro posal On Selling of the Pub lic Housing Stock, the pass ing of the 
law On Privatisation of Apart ments on 28 May 1991, and the res o lu tion
On Pro ce dure of Privatisation, Selling and Use of Apart ments on 31 July
1991. State prop erty was sold for in vest ment vouch ers and cash pay ment.
Many of the vouch ers is sued were used for the privatisation of hous ing.

The Law on Privatisation of State-Owned and Mu nic i pal Prop erty of 4
July 1995 an nounced the sec ond stage in the pro cess, which still con tin -
ues. It was re placed by Law on Privatisation of State-Owned and Mu nic i -
pal Prop erty on 4 No vem ber 1997. These laws in tro duce sev eral sub stan -
tial and many mi nor changes in the privatisation pro cess. In this sec ond
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stage, State-owned and mu nic i pal prop erty is sold only for cash at a mar -
ket price de ter mined by prop erty val u a tion by the State Land and Ca das -
tre Reg is ter.

With the law on Mu nic i pal ity Own er ship from 1995 the most State
owned apart ment build ings were trans ferred to mu nic i pal own er ship.

Home Owners As so ci a tions (HOA)
The Law on Multi-Apartment Home Owners As so ci a tions of the Re pub lic of 
Lith u a nia from 21 Feb ru ary 1995 reg u lates the pro ce dure to es tab lish as -
so ci a tions for gov ern ing com mon prop erty and also reg u lates their ac tiv i -
ties. The law fore sees State sup port to en cour age the foun da tion of such
as so ci a tions. The State and the mu nic i pal i ties sup port the as so ci a tions by
al lo cat ing cred its for re fur bish ment and ren o va tion, in stall ing heat ing and
wa ter me ters free of charge, and free ing the as so ci a tions from land tax.

Con clu sions
The le gal frame work of each coun try re flects dif fer ent view points on real
prop erty rights. A com par i son of the rights and re stric tion in the own er -
ship of real prop erty is shown in Ta ble 12.

Ta ble 12 Prop erty own er ship rights in the Bal tic States.

Own er ship rights of real prop erty for
Phys i cal per sons Le gal per sons

Es to nia

Flats/build ings Ev ery body All reg is tered in Es to nia 

Land Ev ery body All reg is tered in Es to nia

Lat via

Flats/build ings Ev ery body All reg is tered in Lat via

Land Only cit i zens All reg is tered in Lat via, with cit i zens as 
ma jor ity own ers

Lith u a nia

Flats/build ings Ev ery body All reg is tered in Lith u a nia

Land Only res i dent cit i zens NO!

Es to nia has the most lib eral laws while Lith u a nian has most re stric tions. In 
Es to nia and Lat via all phys i cal and le gal per sons who were the law ful own -
ers of real prop erty the day of the So viet army oc cu pa tion of the Bal tic
States – 20 of June 1940 have rec og nized rights. In Lith u a nia only the
state and phys i cal per sons have the le gal right to own real prop erty. This is 
seen as an ob sta cle to eco nomic de vel op ment, and a law pro posal is ex -
pected in 1999 that will re cog nise the rights of le gal per sons. Draft laws
in di cate that Lat via and Lith u a nia are about to lib eral ise their laws to make 
real prop erty avail able for larger groups of phys i cal and le gal per sons. The
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ex plicit wish of each coun try’s gov ern ment to be come mem bers of the 
Eu ro pean Un ion will cer tainly speed up the pro cess of mak ing their le gal
frame works com pat i ble with those of the West ern Eu ro pean coun tries.
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The Idea of Privatisation

Privatisation in Gen eral
The word privatisation is usu ally used for the pro cess that aims to trans fer
pub licly owned prop erty and means of pro duc tion to pri vate own ers, and
the pro cess of trans fer ring pub licly run ser vices and com mod ity pro duc -
tion to pri vate op er a tors. The con cept is fairly new. The op po site dom i -
nated most of the pe riod af ter the Sec ond World War, not only in East ern
Eu rope but also in the in dus trial ised West. The no tion of privatisation has
a po lit i cal di men sion and is closely linked to de reg u la tion. The pub lic
take-over of prop erty and en ter prises is nor mally pre ceded by laws and
reg u la tions re strict ing in di vid u als’ rights to prop erty or busi ness ac tiv i ties.
Privatisation is pre ceded by leg is la tion with the op po site in ten tion, in -
creas ing in di vid u als’ rights to prop erty and busi ness ac tiv i ties – de reg u la -
tion. These no tions of privatisation and de reg u la tion were com mon dur ing
the 1980s and have be come both trendy and po lit i cal dur ing the 1990s.

De reg u la tion and privatisation carry var i ous mean ings that change their
con tent de pend ing on the con text in which they are used. Benny Carlsson
(1991) of the De part ment of Eco nomic His tory, Lund Uni ver sity, con sid -
ers de reg u la tion to have be come a con cept cov er ing the set ting aside of re -
stric tions for com pe ti tion in gen eral. Ac cord ing to Carlsson the gen eral
def i ni tion of de reg u la tion should pro ceed from the as sump tion that it is
about re plac ing the pub lic sys tem of rules with com pe ti tion as a means to
con trol en ter prises and in di vid u als and to reach better fi nan cial re sults.
Later Carlsson says that a com mon def i ni tion of privatisation could pro -
ceed from the as sump tion that pub licly run op er a tions are trans ferred over 
to pri vate op er a tors and placed un der the rules of the mar ket econ omy.
De reg u la tion and privatisation are there fore com ple men tary no tions, as are 
the op po site pair – reg u la tion and socia li sa tion.

What are the rea sons for de reg u la tion and privatisation, and for the op -
po site: reg u la tion and socia li sa tion? The ques tion might seem un nec es sary
with the back ground of eco nomic fail ure shown by the col lapse of the So -
viet Un ion. How ever, it is prob a bly worth con sid er ing some of the ideas
be hind the mo tives and ex cuses for the ex ten sive so cial changes tak ing
place in East ern Eu rope. Ac cord ing to Gayle & Good rich (1990) the least
com mon de nom i na tor for the mo tives of de reg u la tion and privatisation is
the wish to in crease eco nomic ef fi ciency by giv ing more room to the pri -
vate sec tor.

Van Oudenhoven (1989) points out that at ti tudes to de reg u la tion and
privatisation can be prag matic or ideo log i cal. The prag matic at ti tude is pri -
mar ily char ac ter ised by a striv ing for eco nomic ef fi ciency while the ideo -
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log i cal at ti tude is char ac ter ised by an as pi ra tion to in crease the ter ri tory of
the state or the mar ket whether eco nomic ef fi ciency im proves or not. In -
creasing the ter ri tory of the mar ket seems to be the main ideo log i cal
stand point be hind the privatisation pro cess in the Bal tic States.

Re ducing the state’s com mit ment in own ing and man ag ing prop erty,
pro duc tion and busi ness is prag matic as well as ideo log i cal. The prag matic
idea is based on the firm con vic tion that pri vate own ers are more ef fi cient
prop erty man ag ers. The most usual prag matic rea son for privatisation
seems to be that cen tral and lo cal gov ern ments want to get rid of hard to
man age prop erty or quite sim ply need money. The ideo log i cal idea of
privatisation is the re dis tri bu tion of the state’s ac cu mu lated wealth to the
peo ple who par tic i pated in its cre ation. These ideas con tain di men sions of
eq uity and jus tice with far-reaching con se quences when set into prac tice.
Care ful con sid er ation should be made, to avoid so cial un rest, dis sat is fac -
tion and the cost of en forc ing law and or der, about which ob jects and sub -
jects will be sub mit ted to privatisation and which pro ce dures will be set
up for the im ple men ta tion.

Ideas on Housing Privatisation
Housing privatisation em braces res ti tu tion of prop erty and sell ing of pub -
licly owned prop erty. The main part of the pub licly owned hous ing stock
in the Bal tic States con sists of flats in multi-storey block panel build ings,
mainly con structed af ter the Sec ond World War. Flats in such build ings
are thus the main ob jects of hous ing privatisation. Most of these houses
are es ti mated to be in bad tech ni cal con di tion and in need of con sid er able
in vest ment for re fur bish ment. Many res i dents have dif fi cul ties in pay ing
cur rent rents. The ten ants’ ca pac ity to pay more rent to cover nec es sary
in vest ment is there fore very small. There is lit tle con vinc ing in for ma tion
about ad van tages of be ing an owner. Why should a per son take over man -
age ment of a badly main tained house? And why should he share such a re -
spon si bil ity with neigh bours he does not want to co op er ate with? A lack of 
man age ment strat egy is also con sid ered to be a rea son for pol i ti cians and
pub lic au thor i ties to dis pose of re spon si bil ity of hous ing own er ship and
man age ment. These kind of re flec tions seem to be wide spread among peo -
ple and ex plain their wait-and-see at ti tude and dis in cli na tion to tak ing re -
spon si bil ity for hous ing man age ment.

Denationalisation and Privatisation
When the Bal tic States were in cor po rated into the So viet Un ion all real
prop erty and means of pro duc tion were na tion al ised, re gard less of whether 
they were owned by phys i cal per sons, le gal per sons or mu nic i pal i ties. Ex -
cep tions were one-family houses with lim ited space. All land was na tion al -
ised. A non-nationalised one-family house was con sid ered per sonal prop -
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erty and not im mov able in a le gal sense. The first step to wards a spread of
own er ship of real prop erty was to sort out who had stat u tory own er ship
rights to real prop erty prior to na tion ali sa tion and to re turn the prop erty to 
its for mer own ers or their le gal heirs. This pro cess of de fin ing own er ship
rights and trans fer of prop erty is called denationalisation. To iden tify the
right ful owner or heir could be a very sim ple pro cess when there is un am -
big u ous doc u men ta tion of for mer own er ship. Oth er wise, it could be a long 
and com pli cated pro cess, dur ing which there is very low in cen tive to in -
vest for main te nance, which could have dev as tat ing con se quences for the
state of the prop erty. The own er ship of most block panel houses was
trans ferred to lo cal gov ern ments, a pro cess of ten called muni ci pali sa tion.
The denationalisation pro cess em braces res ti tu tion, muni ci pali sa tion and
re tain in state own er ship.

The word privatisation em braces both res ti tu tion and the sell ing of pub -
licly owned prop erty. Most usu ally, how ever, the word privatisation is
used for the sell ing of pub lic prop erty, which is dis cussed in Chap ter 7.

The pro cess of privatisation can be il lus trated in Fig ure 1.

Res ti tu tion of Prop erty

The term res ti tu tion is used for the re turn of prop erty to law ful for mer
own ers and heirs, whether phys i cal per sons, churches, mu nic i pal i ties or
other. County and city com mit tees for re turn and com pen sa tion for un -
law fully ex pro pri ated prop erty were es tab lished in 1991 by lo cal gov ern -
ments to ex am ine ap pli ca tions for res ti tu tion and com pen sa tion. These
com mit tees con sti tuted the first in stance. If the ap pli cant was not sat is -
fied with their de ci sion, he could take his case to the court of first in -
stance and then to the court of ap peal for a fi nal ver dict.
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An ini tial prob lem is to iden tify the law ful owner of real prop erty. In
Es to nia and Lat via the right to own er ship is granted to all phys i cal and le -
gal per sons who were law ful own ers of real prop erty the day of the So viet
army oc cu pa tion of Es to nia, Lat via and Lith u a nia – 20 of June 1940. In
Lith u a nia only the state and phys i cal per sons have the le gal right to own
real prop erty. Na tion ali sa tion of prop erty dur ing the So viet pe riod, ac cord -
ing to So viet laws, was de clared as un law ful, and the laws that per mit ted
na tion ali sa tion were abol ished.

In Es to nia and Lith u a nia ten ants liv ing in houses that are re turned to
for mer own ers or heirs re ceive com pen sa tion. Ten ants liv ing in re turned
houses have the le gal right to re main a num ber of years af ter the res ti tu -
tion – five years in Es to nia and seven in Lat via. In Lith u a nia the ten ants
have the le gal right to stay un til 2006. These ten ants con sider it un fair that 
they do not have the pos si bil ity to pri va tise their rented flat, since the
house has been re turned to the for mer owner. The Es to nian Housing Fund 
grants fa vour able loans to ten ants in re turned houses who want to pur -
chase a flat. In Lith u a nia there is a spe cial gov ern ment programme to pro -
vide flats to ten ants in re turned houses and to com pen sate for mer own ers
for blocks of flats not re turned (Radaviciene 96).

The fol low ing fig ures from Lat via il lus trate the ex tent of prop erty res ti -
tu tion. By1 Jan u ary 1999, 20,219 ap pli ca tions of a to tal of 22,072 (92 per
cent) from for mer own ers or their heirs had been scru ti nised and de cided.
In 12,448 cases (of which 344 in 1998) it was de cided to re store own er -
ship rights and re turn the prop erty (res ti tu tion). In 1946 cases (of which
187 in 1998), it was de cided to of fer com pen sa tion for the value of the
prop erty. In 5,825 cases (819 in 1998) the re quest for res ti tu tion was re -
fused. Al to gether 11,305 houses with a to tal floor area of 5,607,000
square metres have been re turned since the start of the denationalisation
pro cess: 9,995 were houses with 75,000 flats with a to tal area of
3,493,000 square metres. Dur ing 1998 441 own ers were given back
houses and flats: 270 of them are res i dents of Lat via, 60 in the USA, 20 in 
Can ada, 18 in Is rael, 9 in Ger many and 9 in Swe den (Jauna Avize 13–20
Feb ru ary 1999).

The Arena of Housing Privatisation
A num ber of new ac tors in the arena of hous ing and hous ing privatisation,
that did not ex ist dur ing the So viet pe riod, have emerged since the in tro -
duc tion and im ple men ta tion of prop erty re forms in the Bal tic States.
Which are the ob jects and the “rules of the game” are de fined by the le gal
and in sti tu tional frame work, which are de pend ent on the gen eral eco -
nomic de vel op ment and the no tion of privatisation. This re la tion ship is il -
lus trated in Fig ure 2.

46

Housing Privatisation in the Bal tic States Mem o ran dum 11



Con clu sions
The no tion of privatisation is not sta ble. Dif fer ent eras fill the word with
dif fer ent mean ings. The no tion of privatisation is an in tri cate, ever evolv -
ing re la tion ship among the ac tors im ple ment ing the pro cess and their cul -
tural her i tage, eco nomic de vel op ment, and the le gal and in sti tu tional
frame work. In the Bal tic States the privatisation pro cess em braces the res -
ti tu tion and sell ing of prac ti cally all pub licly owned real prop erty. The no -
tion of real prop erty here em braces not only land and build ing(s) as an in -
te gral unit but also a de fined build ing part (flat) and its le gal share of land.
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Ob jects of 
Housing Privatisation

Privatisation in the Bal tic States in cludes all kinds of pub licly owned prop -
erty, pro duc tion and busi ness, rang ing from en ter prises with low qual ity
prod ucts in lit tle de mand to com pet i tive en ter prises with po ten tial for
profit. This part of privatisation af fect a re stricted num ber of ac tors with
ac cess to the code of privatisation, such as pol i ti cians, civil ser vants, busi -
ness ex ec u tives and em ploy ees in lead ing po si tions, and for eign in ves tors.
All peo ple, how ever, are con cerned in the privatisation of dwell ings.

This sec tion ad dresses only hous ing privatisation. The ob jects for pri -
vatisation are pub licly owned flats and blocks of flats, pub licly owned land
with hous ing con struc tions and pri vately owned land with hous ing con -
struc tions. To a small ex tent one-family houses in Es to nia and Lat via are
also ob jects of privatisation.

Flats and Blocks of Flats
The ob jects for hous ing privatisation are al most all the pub licly owned
hous ing stock, con sist ing of a mi nor part of pre-war blocks of flats and a
ma jor part of post-war blocks of flats, mainly sit u ated in the sub ur ban
large-scale hous ing ar eas.

Pre-war Build ings
There are three main types pre-war build ings in pub lic own er ship:

• build ings with flats at tached to pub lic posts

• build ings from pre-war so cial hous ing schemes

• prop erty na tion al ised in 1939–40

There are few pre-war blocks of flats in pub lic own er ship, and they are in
the cit ies.

Build ings with flats at tached to pub lic posts were built or pur chased for
peo ple in state or mu nic i pal em ploy, such as civil ser vants, teach ers, health 
care work ers, etc.

Dur ing the 1920s and 1930s so cial hous ing programmes were ini ti ated
in Tallinn, Riga and Vilnius in re sponse to in dus trial is ation, mi gra tion and
bad hous ing con di tions. Blocks of flats from pre-war so cial hous ing schemes
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were built, owned and man aged by the mu nic i pal i ties or by hous ing as so ci -
a tions owned by the mu nic i pal ity.

In denationalisation all build ings that were pub licly owned be fore the
Sec ond World War are at trib uted to the State or the mu nic i pal i ties and
be come ob jects for privatisation.

Prop erties of im posed na tion ali sa tion 1939–40 is prop erty in Es to nia
and Lat via that was owned by the Bal tic-German mi nor ity that moved to
Ger many. Af ter the sign ing of the Ribbentrop-Molotov pact in Au gust
1939, there was in tense pro pa ganda from Ger many to re pa tri ate the Bal tic 
Ger mans, who had been an in flu en tial mi nor ity in ev ery day life for cen tu -
ries. The Ger man gov ern ment forced the Es to nian and Lat vian gov ern -
ments to sign agree ments to re deem their prop erty. The rea son for re pa tri -
a tion, ac cord ing to the pact, was that Lat via and Es to nia were in the So viet 
sphere of in ter est and would soon be in cor po rated into the So viet Un ion.
The Ger man pro pa ganda was so ef fi cient that most Bal tic Ger mans sold
their prop erty. For his toric rea sons this did not hap pen in Lith u a nia, which 
was were not con quered by Teu tonic Ger mans in the Mid dle Ages, and
never colo nised by Ger many.

Al though the re demp tion of prop erty from Bal tic Ger mans was more or 
less forced upon Es to nia and Lat via, it was done in ac cor dance with laws
and bi lat eral agree ments. The cur rent gov ern ments find nei ther moral nor
le gal rea sons for re turn ing this prop erty to the for mer own ers, which is
why a con sid er able num ber of blocks of flats in cen tral Riga, Tallinn and
other Es to nian and Lat vian cit ies are in State own er ship. The prop erty,
con sist ing of dwell ings, is sub ject to privatisation.

Post-war Blocks of Flats
The post-war blocks of flats con sist, with few ex cep tions, of build ings from 
the vast na tional hous ing schemes dur ing the So viet pe riod when the sub -
ur ban large-scale hous ing ar eas were cre ated.

Pub licly Owned Land
Land owned by the State or mu nic i pal i ties be fore June 1940 on which
hous ing was con structed, ac cord ing to So viet laws, is sub ject to privatisa -
tion. The land shall be ac cord ingly sur veyed, par celled and al lot ted to the
build ing that stands on it. In the case of a sin gle fam ily house the house
owner is given the pos si bil ity to pri va tise the al lot ted land, us ing privatisa -
tion vouch ers for pay ment, and reg is ter land and build ing(s) as an in te gral
real prop erty unit. For sin gle fam ily houses in Lat via the max i mum land al -
lowed for privatisation is 1200 square metres. This lim i ta tion can cause
ad min is tra tive prob lems when the land used by the house owner ex ceeds
the max i mum size, and lim it ing the land par cel to the author ised max i -
mum size would leave a plot that is dif fi cult to use ap pro pri ately.
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In the case of a block of flats, each flat is to be at trib uted a le gal share
of the build ing and the par celled land. The unit of phys i cal share (flat) and 
le gal share (part of land, com mon space, build ing parts and tech ni cal in fra -
struc ture) is to be reg is tered as in te gral parts in the land book. The reg is -
ter ing of the unit of phys i cal and le gal share is the fi nal step in prop erty
privatisation. Sur veying and par cel ling have started, but due to pro ce dural
prob lems few reg is tra tions were en tered in the land books by De cem ber
1998 (see the fol low ing chap ter).

Pri vately Owned Land
Land that was pri vately owned in June 1940 is also an ob ject of privatisa -
tion to the ben e fit of cur rent pri vate land us ers. The three Bal tic States
have taken dif fer ent po si tions for the le gal and pro ce dural frame work.

In Lat via all land that was pri vately owned is be ing re turned to the for -
mer own ers or their heirs. The con se quence is that the owner of the build -
ing and the owner of the land are not al ways the same. This is the case for
prac ti cally all ur ban ar eas con structed dur ing the So viet pe riod. This sit u a -
tion can be char ac ter ised as a form of privatisation since the land owner
has no con trol of the land he for mally owns, and the im per a tive so lu tions
pro vided by the law are that the owner of a build ing ei ther buys the land
from the land owner or signs a long term lease.

Land in Es to nia and Lith u a nia is not re stored if the cur rent land use
makes it im pos si ble to use the land in the same way as in June 1940, eg if
there are build ings on the land. If the mu nic i pal ity or the State has other
ap pro pri ate land, this can be of fered as com pen sa tion. Due to lack of such
land most for mer own ers or heirs are com pen sated in vouch ers or in cash.
The land is sur veyed, par celled and new land prop er ties are cre ated to fit
the build ings on the land. The new land prop er ties are then of fered to the
cur rent land user, for pur chase by pay ment in vouch ers.

All for mer pri vately owned land with hous ing con structed dur ing the
So viet pe riod are, with few ex cep tions, ob jects of sur vey ing, par cel ling,
privatisation and reg is ter ing in the land books.

Con clu sions
The ob jects for hous ing privatisation are pub licly owned flats and blocks of
flats, pub licly owned land and pri vately owned land with hous ing built on
it. Res ti tu tion of prop erty and privatisation of dwell ings and land is treated 
dif fer ently in each of the three coun tries. In Es to nia and Lith u a nia land
that was pre vi ously owned pri vately and has been built on, is not re turned
to the for mer own ers or their heirs. In Lat via prac ti cally all land is re -
turned. Al most all pub licly owned dwell ing stock is pri va tised. It has been
im pos si ble to limit privatisation to a part of the dwell ing stock. It would
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be con sid ered un fair not to give ev ery one liv ing in a pub licly owned flat
the op por tu nity to buy it.
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In sti tu tional Ac tors

Pub lic Ac tors

The Na tional Administration and 
Pub lic In sti tu tions
Es to nia has three ad min is tra tive lev els, na tional, re gional and mu nic i pal.
There are 15 coun ties, 47 cit ies and towns and 207 ru ral mu nic i pal i ties.

In Lat via there are only two ad min is tra tive lev els where de ci sions are
taken by po lit i cally elected bod ies: na tional (par lia ment and cen tral gov -
ern ment) and mu nic i pal (city or mu nic i pal coun cil and lo cal gov ern ment).
The 26 re gions of Lat via still ex ist as plan ning units, but their de ci sion and
ex ec u tive func tions were abol ished in 1998. Mu nic i pal ities con sist of 77
towns and cit ies and 486 ru ral mu nic i pal i ties (pagasts). The gov ern ment
in tends to carry out an ad min is tra tive re form soon to re duce the num ber
of mu nic i pal i ties.

Lith u a nia has 10 coun ties, 44 re gions, 108 cit ies and towns and 449 ru -
ral mu nic i pal i ties.

In Es to nia the Housing De part ment of the Min is try of Eco nomic Af fairs
is re spon si ble for ana lys ing the de vel op ment of the hous ing sec tor. The
Housing De part ment elab o rates le gal acts, other reg u la tive doc u ments and 
rec om men da tions to im prove hous ing leg is la tion, hous ing man age ment,
ex ploi ta tion and ren o va tion.

In Lat via the Con struc tion De part ment of the Min is try of En vi ron men tal 
Pro tec tion and Re gional De vel op ment treats is sues con cern ing re gional
plan ning and de vel op ment, con struc tion and hous ing. The De part ment
eval u ates the de vel op ment of the con struc tion sec tor and the pro duc tion
of build ing ma te ri als, elab o rates na tional programmes in con struc tion and
hous ing, pre pares rec om men da tions on en ergy ef fi ciency, and man ages en -
ergy-saving pi lot pro jects. A spe cial Housing De vel op ment Sec tion within
the De part ment de vel ops and for mu lates hous ing pol icy, elab o rates draft
leg is la tion on hous ing man age ment, main te nance, ren o va tion, rent and ten -
ancy ques tions.

In Lith u a nia The Housing and Ter ri to rial Reg u la tion De part ment in the
Min is try of En vi ron ment is re spon si ble for is sues con cern ing hous ing and
ter ri to rial plan ning. This de part ment deals with im ple men ta tion of en ergy
sav ing mea sures, elab o rates law pro pos als and reg u la tions for the hous ing
sec tor and hous ing fi nance.

Pub lic in sti tu tions at all ad min is tra tive lev els have im por tant roles in
the pro cess of im ple ment ing res to ra tion and privatisation of real prop erty.
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On lo cal gov ern ment level the mem bers of city or mu nic i pal ity coun cils
and its com mit tees con trol the de part ments con cerned with plan ning, con -
struc tion and hous ing (See or gani sa tion chart of Riga City Coun cil in Ap -
pen dices). The chair man of such a com mit tee is po lit i cally elected and has 
a strong po si tion in steer ing the ac tiv i ties of its de part ments with pro fes -
sional staff. In the big cit ies the com mit tees are headed by part time pol i -
ti cians. Even the de part ments of econ omy and so cial is sues are re lated to
the de vel op ment in the hous ing sec tor. The bor der line of com pe tence be -
tween the po lit i cal com mit tees and their pro fes sional staff of the de part -
ments is rarely clear. It is of ten thought that pol i ti cians in ter fere too much 
in the work of the de part ment staff. The privatisation com mis sions and
the mu nic i pal dis trict hous ing man age ment com pa nies must also be in -
cluded among pub lic ac tors con trolled by the lo cal gov ern ment.

The most im por tant pub lic in sti tu tions for im ple ment ing res to ra tion
and privatisation of real prop erty are the com mis sions and boards for land,
denationalisation and privatisation and the cen tral real prop erty reg is tries.

The land com mis sions, denationalisation and privatisation com mis sions
are ad hoc bod ies cre ated at lo cal, re gional and na tional lev els to ex am ine
which prop erty is to be ob ject of denationalisation and, fur ther, whether
the prop erty should re main in the own er ship of the State, trans ferred to a
mu nic i pal ity or into pri vate own er ship. When the pro cess of denation al isa -
tion is com pleted these bod ies will be dis solved.

The prop erty reg is tries have a fun da men tal role in se cur ing own er ship
rights by doc u ment ing and keep ing re cords on the char ac ter is tics of a
prop erty and who has the own er ship rights. New sys tems for prop erty reg -
is tra tion are be ing built up in all the three Bal tic States.

Privatisation Com mis sions
The tasks for the privatisation com mis sions are to iden tify the ob jects for
privatisation, set the price and carry out the trans fer from pub lic to pri vate 
own er ship. The work is very del i cate, since privatisation arouses a lot of
feel ings about what, which con di tions and to whom prop erty is to be
trans ferred. Lists of pro posed hous ing privatisation ob jects are pre pared by 
the com mis sions and must be ac cepted by the lo cal gov ern ments or the
na tional gov ern ment. The hous ing privatisation com mis sions are ap pointed 
by lo cal, re gional and na tional gov ern ments for ac tiv i ties at these lev els.

In Lith u a nia and Es to nia the com mis sions con sisted of lay men re flect ing 
the po lit i cal com po si tion of the re spec tive lo cal or re gional gov ern ments.
The practicalities of trans fer were left to the ad min is tra tion of the lo cal
gov ern ments. The privatisation of flats in Lith u a nia and Es to nia was
achieved with out for mal al lot ment of land and thus with out form ing a real 
prop erty unit of land and build ing. Lith u a nia first launched hous ing pri -
vatisation and the privatisation com mis sions in 1991. Since the privatisa -
tion of apart ments in Lith u a nia was about 95 per cent com plete in 1995
these com mis sions have prac ti cally no fur ther func tions. The same goes for 
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Es to nia where about 92 per cent of the pub licly owned apart ments were
pri va tised by the end of 1998 (Asjatundjate komisjon 98). In Vilnius there 
was a cen tral privatisation com mis sion (Vilniaus Miesto Butu Privatiza -
vimo Komisija) and 20 lo cal com mis sions (Seniunijos Butu Privatizavimo
Komisija), one in each city dis trict.

In Lat via a wait and see pol icy was adopted un til the first hous ing pri -
vatisation com mis sions of pro fes sion als, on mu nic i pal ity and na tional level, 
were ap pointed in mid-1995. The Riga City Privatisation Com mis sion for
Mu nic i pal and State Prop erty (Rigas Pilsetas Valsts un Pasvaldi bas Dzivo -
jamo Maju Privatizacijas Komisija) was ap pointed only in Jan u ary 1996.
Each lo cal gov ern ment ap points a com mis sion of pro fes sion als to ad min is -
ter the privatisation pro cess. The role of com mis sions is to “pre pare the
ob jects of hous ing privatisation” and in form the pub lic about the pro ce -
dure. “Pre par ing the ob jects” in cludes an in ven tory of the phys i cal char ac -
ter is tics of flats and build ings, val u a tion, al lot ment of land, cre ation of ca -
das tral units and fi nally the reg is tra tion of the ca das tral units in the Land
Reg is ter. The am bi tion in Lat via was to pri va tise flats with de fined le gal
shares of land – in other words to pri va tise land and part of a build ing as an 
in te gral unit. It was thought that this could best be done by groups of pro -
fes sion als such as ju rists, ar chi tects, en gi neers, sur vey ors, econ o mists, etc.
The work of the Hous ing Privatisation Com mis sions in Lat via should be
com pleted by the end of 1999, when privatisation vouch ers ex pire. The
par lia ment has judged the pro cess as too slow and de cided on July 1, 1999 
to ex tend the dead line for voucher privatisation un til De cem ber 31, 2000.

Prop erty Reg is tries
Dur ing the So viet era all land be longed to the State and there was thus no
need for re cords of own er ship, mort gages, etc. Build ings for civil use were
reg is tered in build ing reg is tries in mu nic i pal i ties and coun ties. These build -
ing reg is tries, Hooneregister in Es to nia, Inventorizacijas Birojs in Lat via and 
Inventorizacijas Bjuras in Lith u a nia still ex ist and con tain in for ma tion on
tech ni cal char ac ter is tics of a build ing, its flats and its non-dwelling spaces.
The reg is tries con tain maps, plans, in for ma tion about land use, tech ni cal
in for ma tion as year of con struc tion, type of build ing, con struc tion area,
num ber of floors, build ing ma te rial, build ing tech nol ogy, el e va tors, stairs,
tech ni cal in fra struc ture, num ber and size of flats, num ber and func tion of
other space than hous ing, in for ma tion about who occupie flats and other
space. This im por tant in for ma tion is be ing trans ferred to the new cen tral
na tional prop erty reg is tries.

The new laws of Es to nia, Lat via and Lith u a nia on real prop erty de fine it 
as an in te gral unit of land with all fixed as sets on it. The fixed as sets can
be build ings, part of a build ing, flat, in stal la tions, etc. A flat prop erty is de -
fined to con sist of a phys i cal share and a le gal share. The phys i cal share is
the space and as sets within the walls, ceil ing and floor of the flat. The le gal 
share is a share of the com mon build ing parts, com mon spaces, in stal la -
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tions and land. It in cludes a share of the roof, the stair case, the outer
walls, boil ers, etc. The le gal share of the build ing and land as signed to a
flat is ex pressed as a per cent age, re lated to the size of the flat and and the
to tal dwell ing space of the build ing. The le gal share is not phys i cally de -
fined; it does not spec ify which part of the roof, stair case and land be long
to each flat.

Due to the time needed to de fine and sur vey land to be al lot ted to
build ings and flats with privatisation, all three coun tries are adopt ing a
two-step pro cess. The first step con cerns the privatisation of the build ing
parts – flats and non-dwelling spaces. When the phys i cal char ac ter is tics of
a build ing part and its share of the whole prop erty are de fined, the owner
reg is ters the flat in The Ca das tre Reg is ter, which pro vides the proof of
own er ship right of the flat. Un til there is no land con nected to the flat it is 
not con sid ered an im mov able in a le gal sense. The sec ond step in volves the 
al lot ment of land to a build ing with pri va tised flats or non-living space.
Now the flat and its owner can be reg is tered in the coun try’s na tional
Land Reg is ter which is the ul ti mate proof of the ex is tence and own er ship
of im mov able prop erty. The Land Reg is ters con tain only in for ma tion about 
in te gral units of land and build ings or build ing parts.

The Ca das tre Reg is ters can be seen as an in ter me di ate level of prop erty
reg is tra tion be fore land has been al lot ted to a build ing, and the flat can be
reg is tered in the na tional Land Reg is ter. In all the three Bal tic States there 
ex ist these two kinds of par al lel prop erty reg is ters. This kind of “dou ble
book keep ing” could be avoided by merg ing the two reg is ters into one.
This also seems to be the in ten tion in all the coun tries.

Es to nia

In Es to nia the in sti tu tion for build ing reg is try was, and still is, the Hoone -
register. In each county there is a Hooneregister, 15 al to gether. These reg -
is ters are cen tral gov ern ment bod ies, but their ac tiv i ties are mainly fi -
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nanced by the mu nic i pal i ties and by fees. A mi nor part is fi nanced over
the State.

The Es to nian Land Board (Maa-amet) is sub or di nate to the Min is try of
En vi ron ment. The Land Board is re spon si ble for:

• con duct ing and com plet ing the land re form pro cess: res ti tu tion,
privatisation and land com pen sa tion,

• reg is tra tion of land and for es tab lish ing and main tain ing the Ca das tre,

• man ag ing and or gan is ing geo detic and car to graphic ac tiv i ties (the Es to -
nian Na tional Map ping Agency).

The new na tional cen tral reg is try for real prop erty reg is try is the
Maaregister (=land reg is try or land ca das tre). The Maaregister keeps the
re cords of real prop erty con sist ing of the land and build ing(s) as in te gral
parts. In Es to nia there are 16 Maaregisters – one in each county plus one
in Tallinn. The Maaregisters are sub or di nated to the Min is try of Jus tice.
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Lat via

The two main ac tors for ini ti at ing the form ing of ca das tral units and reg is -
try are the Land Com mis sions and the Privatisation Com mis sions, which
are both ap pointed by the lo cal gov ern ments. The land com mis sions
mainly deal with the res ti tu tion of un law fully con fis cated prop erty. The
hous ing privatisation com mis sions pre pare flats in pub licly owned build -
ings for privatisation by form ing ca das tral units of real prop erty in clud ing
al lot ment of land and the reg is tra tion in the cen tral Land Reg is ter.

The Cen tral Land Reg is try is the State Land Ser vice that keeps re cords
of the Land Books with ba sic data about the char ac ter is tics of the prop erty 
and in for ma tion about its value and owner. The State Land Ser vice is un -
der the Min is try of Jus tice. There are 34 Land Book Of fices un der the five 
re gional courts.

The State Land Ser vice is re spon si ble for the tech ni cal im ple men ta tion
of the land re form and the privatisation, in clud ing in ven tory, sur vey ing,

58

Housing Privatisation in the Bal tic States Mem o ran dum 11

Fig. 5 Scheme of organisation of the Lat vian State Land Ser vice.
Source: Grutups 95.



prop erty val u a tion and prop erty reg is tra tion in the Ca das tre Reg is ter. All
pri va tised flats form a ca das tral unit even be fore land is al lot ted. First
when land is al lot ted can the prop erty unit be reg is tered in the Land Book. 
Abol ishing this dou ble re cord keep ing is un der dis cus sion. In So viet Lat via
the reg is try of build ings for civil use was done at the In ven tory Bu reau –
Inventorizacijas Birojs. There were 16 in ven tory bu reaus which to day are
in cor po rated in the State Land Ser vice.

In mid-1999 there were about 500,000 real prop erty units reg is tered in 
the the Lat vian Land Ca das tre Cen tre.

Lith u a nia

In Lith u a nian SSR the Inventorizacijas Bjuras was re spon si ble for the civil
build ing reg is try.

The Lith u a nian State Land Ca das tre and Reg is ter (SLCR) was es tab -
lished in July 1997 by Gov ern ment de ci sion. The first part of the pri -
vatisa tion i Lith u a nia re garded farms and for ests. It was there fore logic to
sub or di nate this pro cess to the Min is try of Ag ri cul ture and For estry. To -
day the SLCR is sub or di nated two min is tries, a cir cum stance that causes
in dis tinct ness in de ci sion mak ing. The SLCR ad min is ters the Cen tral Data 
Bank of Real Prop erty, con tain ing ba sic in for ma tion about the char ac ter is -
tics of the real prop erty. The SLCR has ter ri to rial units in each of Lith u a -
nia’s ten coun ties.
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Fig. 6 Sys tem of real prop erty ad min is tra tion in Lihuania.
Source: Lituanian State Land Ca das tre and Reg is ter.



Pri vate Ac tors

Home (or Flat) Owners
Home owner or flat owner is the gen eral word used for some one who has
pri va tised his flat, and thus is the owner. The home owner as an in di vid ual
has no or very lit tle in flu ence on the man age ment of the real es tate. The
owner has con trol of only what is on the in side the walls of the flat. A sin -
gle home owner has the same sta tus as a ten ant in re la tion to the man age -
ment com pany. To gain in flu ence the flat own ers in a build ing have to or -
gan ise them selves into a Home Owners As so ci a tion.

Home Owners As so ci a tions (HOA)
A log i cal de vel op ment of privatisation of dwell ings in a build ing is that the
home own ers gain in flu ence over the man age ment of the build ing. Man -
age ment con cerns ev ery thing from short term ac tiv i ties such as clean ing
and ur gent re pair of com mon space and build ing parts to long term ac tiv i -
ties like im prove ment of the tech ni cal in fra struc ture, ren o va tion and re -
con struc tion. Short term ac tiv i ties are nec es sary to run a house. The long
term ac tiv i ties are nec es sary to pre vent deg ra da tion of build ing com po -
nents and to re new the tech ni cal in fra struc ture. If a ma jor ity of the home
own ers in an block of flats par tic i pate in found ing a Home Owners As so ci a -
tion (HOA) this will be done. The role of an HOA is to de cide about the
man age ment of the build ing, which in cludes the above ac tiv i ties, and to
sign agree ments with sup pli ers to de liver heat ing, wa ter, elec tric ity, etc.
The idea is that the HOAs are free to choose any hous ing man age ment
com pany they de sire to run their real es tate. The in ten tion is to break the
mo nop oly of the mu nic i pal i ties in manageing the hous ing stock and hence
en cour age com pe ti tion be tween dif fer ent hous ing man age ment com pa nies. 
HOAs are most fre quent and best or gan ised in Lith u a nia. In all three Bal -
tic States HOAs have a po ten tial to be come the most pow er ful of all pres -
sure groups in hous ing is sues.

Pri vate Land lords
With the res ti tu tion of prop erty a new group of own ers have emerged, pri -
vate land lords. Ac cord ing to Paadam (1997) res ti tu tion of hous ing has
caused dras tic col li sions be tween ten ants and new own ers. Both par ties
play their roles as in di vid u als rather than in sti tu tional ac tors. The pri vate
land lords are yet not or gan ised to form a pres sure group with in flu ence on
hous ing pol icy. Many of the new pri vate land lords en gage pri vate real es -
tate man age ment com pa nies to ad min is ter their prop erty.
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Ten ants
Few ten ants or gani sa tions have been founded in the Bal tic States. No won -
der when the ten ants be come own ers! There is only one quite in flu en tial
ten ants or gani sa tion – The Es to nian As so ci a tion of Ten ants in Re turned
Houses. Ten ants in re turned blocks of flats do not have the pos si bil ity to
pri va tise their flats, which is re garded as un fair. The Es to nian As so ci a tion
was founded to de fend the ten ants’ rights and in ter ests and has be come a
strong pres sure group. The As so ci a tion par tic i pated in the re cent pro posal
for a na tional hous ing pol icy in Es to nia (Asjatundjate Komisioon). Their
ac tiv i ties have also pro moted the in tro duc tion of spe cial loans by the Es to -
nian Housing Foun da tion to ten ants in re turned houses to pur chase of a
flat (see fur ther chap ter Housing Fi nance).

Housing Man age ment Com panies
New pri vate real es tate man age ment com pa nies have emerged. These
mainly ad min is ter prop erty for com mer cial pre mises. In all three Bal tic
States the pol icy is to trans fer du ties from mu nic i pal to pri vate hous ing
man age ment com pa nies, but this is a slow pro cess.

Real Es tate Com panies
A lot of new pri vate real es tate com pa nies have emerged. There is also a
con sid er able num ber of for eign com pa nies that have in vested in real 
es tate.

Real Es tate Agents
The le gal changes re vived the no tion of prop erty and real es tate as le gal
ob jects and as ob jects of trade. A de vel op ing real es tate mar ket also en -
hances the ac tiv i ties of real es tate agents and the es tab lish ment of real es -
tate firms. In the Bal tic States the realtor is one of the new emerg ing pro -
fes sions. Ev ery body is en ti tled to act as a realtor; there are no re quire -
ments for for mal ed u ca tion or authorisation. In Lat via there are two na -
tional as so ci a tions for real es tate agents Latvijas nekustamo ipasumu mak -
leru un agentu korporacija, NIMA (the Lat vian Real Es tate Agents and
Bro kers Cor po ra tion) and Latvijas nekustama ipasuma darijumu asocia -
cija – Lanida (the Lat vian As so ci a tion for Real Es tate Trans ac tions), which 
is sue cer tif i cates of com pe tence. To gether they have about 200 mem bers,
rep re sent ing al most as many real es tate agents and agen cies. In Lith u a nia
the Me dium and Small Real Es tate Agencies As so ci a tion in cludes 15 real
es tate agen cies.

61

In sti tu tional Ac tors



No taries
Agree ments of prop erty trans fer, gifts, wills and busi ness agree ments must 
be cer ti fied by a no tary to be le gally valid. The no tary as sists in draw ing up 
for mally cor rect doc u ments ac cord ing to the law. The no tary has to as sure
the iden tity of the par ties in volved, the ex is tence and na ture of the trans -
ac tion and that the par ties fully un der stand and agree with the con tract.
On the reg is tra tion of real prop erty the cer tif i ca tion of the trans ac tion by
an author ised no tary must ac com pany the re quest. The no tary pro fes sion
has ex isted for a long time in the Bal tic States, even dur ing the So viet era.
The pro fes sion has be come a lib eral one since the re gained in de pend ence,
al though its ac tiv i ties are sub or di nate to the Min is tries of Jus tice. The
Min is tries ap point the no ta ries and de cide on the num ber of author ised
no ta ries in each court dis trict. A no tary must have higher ed u ca tion in law. 
In Lat via there were 87 no ta ries in 1998, whereof 46 in the court re gion of 
Riga (Mans Ipasums 98). The emerg ing real es tate mar ket and the liberali -
sation of the pro fes sion have turned it into a prof it able busi ness.

Banks
Pri vate bank ing with the pos si bil i ties to save and lend money with in ter est
is a rel a tively new phe nom ena dat ing from the re-established in de pend -
ence of the Bal tic States. Pri vate bank ing de vel oped af ter the liq ui da tion
of the So cial Bank of USSR and the Ag ri cul tural Bank of the USSR. In all
the three coun tries pri vate banks sprang up like mush rooms af ter rain.
Dur ing the years of 1992–95 there was con sid er able in fla tion which was
dif fi cult for the new emerg ing and in ex pe ri enced banks to han dle. The top 
in fla tion of around 1000 per cent in 1992 in all three coun tries grad u ally
fell to 30–
40 per cent in 1995, af ter they left the rou ble zone and in tro duced na -
tional cur ren cies. Nor mal in ter est rates for bank loans in 1995 were about
50 per cent for sav ing money and about 70 per cent for bor row ing money.
There were no in vest ment pro jects with a rate of re turn of in vest ment
over 70 per cent. Bad se cu rity for loans to un suc cess ful in vest ment pro -
jects re sulted in a neg a tive cash-flow. The num ber of banks li censed for
full bank op er a tion has con tin u ously dropped dur ing the 1990s due to
poor man age ment, im pru dent loans and lack of su per vi sion.

Be tween March 1990 and April 1999, 53 banks ceased to op er ate in Es -
to nia. The most com mon rea son for loss of bank ing licen ces was in abil ity
to ful fil the min i mum cap i tal re quire ment. Most of these in sol vent banks
merged or were ac quired by other banks; 11 were de clared bank rupt and 
6 were liq ui dated (Bank of Es to nia 99). The de cline of con fi dence in the
Rus sian econ omy by the au tumn of 1998 ag gra vated the sol vency of Es to -
nian banks. Many Es to nian Banks have Rus sian Gov ern ment bonds as se cu -
rity for busi ness with Rus sian com pa nies. Es to nian banks are not get ting
back enough of their loans and lack funds for fur ther lend ing. The banks
have low li quid ity and bad debts which makes it dif fi cult to raise for eign
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cred its. In April 1999 there were only five author ised Es to nian Banks:
Optiva Pank, Eesti Krediidipank, Eesti Ühispank, Hansapank and Tallinna 
Äripanga Aktiaselts. There are seven for eign banks op er at ing in Es to nia.

In Lat via one of the big gest banks, Banka Baltija, de clared bank ruptcy
in 1995, which touched off a na tion-wide bank ing cri ses. The banks that
de clared bank ruptcy held 40 per cent of the bank ing sys tem’s to tal as sets.
Many peo ple lost their sav ings. Re con struc tion of the bank ing sec tor was
un der taken, with a more ro bust le gal and su per vi sory frame work. The
num ber of pri vate banks dropped from about 50 in 1995 to about 20 in
Spring 1999, of which Hansabank, Unibanka and Pareks Banka are the
big gest re main ing. The cen tral bank in ter vened to re store sta bil ity in the
for eign ex change mar ket. Pub lic con fi dence in the bank ing sys tem in Lat -
via is be ing re stored grad u ally. In Lat via banks are en ter ing as in sti tu tional
own ers of real es tate. With the de cline of the Rus sian econ omy the banks
look within the coun try to in vest their cap i tal. A new busi ness idea is that
banks buy flats and lease them with a “rent-and-buy” agree ment. The rea -
son is that banks are re stric tive in grant ing mortages for the main part of
the flat price. Since real es tate prices are go ing up, the banks pre fer to in -
vest in real prop erty.

Lith u a nia was the last Bal tic State to ex pe ri ence a bank cri ses sim i lar to
that in Lat via. In De cem ber 1995 the two lead ing banks, Lith u a nian Joint
Stock In no va tion Bank and Litimpeks Bank, were sus pended by the Bank
of Lith u a nia. These banks con trolled more than one quar ter of the bank ing 
mar ket in Lith u a nia. Their sus pen sion led to the with drawal of a large vol -
ume of de pos its from many other banks, which caused in sta bil ity in the
whole fi nan cial mar ket. In the past four years the Bank of Lith u a nia has
taken mea sures to sta bi lise and strengthen the coun try’s bank ing sys tem,
such as strength en ing bank ing su per vi sion, es tab lish ing a de posit in sur ance
sys tem and in creas ing the min i mum main cap i tal re quire ment to 5 mil lion
ECU from 1 Jan u ary 1998. In Au gust 1998 there were ten com mer cial
banks; the two larg est pri vate banks are Vilniaus Bankas and Bankas Her -
mes. Both of them are ma jor ity-owned by for eign cap i tal. Lietuvos
Taupomasis Bankas (Lith u a nian Sav ings Bank) and Lietuvos Zemes Ûkio
Bankas (Lith u a nian Ag ri cul tural Bank) the two State ma jor ity-owned were 
to be pri va tised in 1998/99. By Spring 1999 only two for eign banks and
five for eign rep re sen ta tive of fices op er ated in Lith u a nian (Lith u a nian De -
vel op ment Agency 1999).

Along with the re con struc tion of the bank ing sys tems in the Bal tic
States, many for eign in ves tors show great in ter est in en ter ing as own ers
and ac tors in the bank ing sec tor. As an ex am ple, the Swed ish Skandi na -
viska Enskilda Banken have an im por tant num ber of shares in Ühispank in
Es to nia, Unibanka in Lat via and Vilniaus Bankas in Lith u a nia.
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Con clu sions
The most im por tant guar an tee for pri vate prop erty rights is re li able and
well func tion ing prop erty reg is tries meet ing West ern Eu ro pean stan dards,
and de vel op ment of na tional prop erty reg is tries is one of the many im por -
tant steps to wards in te gra tion with West ern Eu rope. The or gani sa tions of
pri vate ac tors in the hous ing sec tor are not yet ca pa ble of par tic i pat ing in
de ci sion mak ing in the hous ing sec tor. Home Owners As so ci a tions, pri vate 
land lords and ten ants need pub lic sup port to or gan ise and be come qual i -
fied par ties in dis cus sions and ne go ti a tions. Con tinued de vel op ment of the 
real es tate mar ket will in crease the cred i bil ity of real es tate as se cu rity for
loans and en hance the de vel op ment of func tion ing mort gage sys tems in
the Bal tic States. Such a de vel op ment will grad u ally turn the pri vate banks 
from rather pas sive to ac tive par ties on the hous ing mar ket. The per spec -
tives for found ing ten ants or gani sa tions ap pear lim ited, since hous ing
privatisation aims to turn all res i dents to home own ers. Home Owners As -
so ci a tions have a great po ten tial to be come key ac tors in the privatisation
of hous ing man age ment.
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Sale of Pub lic Housing

All le gal res i dents in the Bal tic States, re gard less of na tion al ity, have the
right to take part in the privatisation of State and mu nic i pally owned flats.
Sit ting ten ants are given the pre-emptive right to pri va tise their flat, pro -
vided that they have no rent debts, with the ex cep tion of ten ants in build -
ings that have been re turned to for mer own ers or their heirs. As men -
tioned above, a prin ci ple is that parts of the na tional prop erty should be
re dis trib uted to the peo ple who helped cre ate it. There must be ways to
de fine who has the right to par tic i pate in privatisation, and to what ex tent. 
In all three Bal tic States a sys tem of privatisation vouch ers was cre ated to
as sess the rights to privatisation. Rights were based on fac tors such as age,
years of work, years in the coun try, num ber of chil dren. The rights al lot ted 
are ex pressed in a num ber of privatisation vouch ers. Once it is clear who
has the right to these vouch ers, it is also clear who has the right to par tic i -
pate in the privatisation of State and mu nic i pal ity prop erty. The holder of
a ten ancy right can trans fer privatisation rights to a rel a tive or a “third per -
son” (a per son who is not re lated).

The sale of pub licly owned hous ing is un der taken in two steps:

1 privatisation of in di vid ual dwell ings,

2 privatisation of build ing and land.

This chap ter de scribes the pro ce dures for trans for ma tion over these stages 
and dis cusses some of the prob lems.

Es to nia

Privatisation Vouchers
The Law on Privatisation of Dwell ing Rooms from 1992 out lines the pri -
vatisation pro cess of the pub licly owned hous ing stock. The law in tro duces 
spe cial na tional cap i tal vouch ers as means of pay ment for privatisa tion –
Erastamise Väärtpaber (EVP). EVPs are mea sured in points, each with a
nom i nal value of 300 EEK (Eesti Kroon, the na tional cur rency). Each year
of uni ver sity or vo ca tional stud ies and each year of work be tween Jan u ary
1945 and Jan u ary 1992 is worth one point. Mothers re ceive five points for 
each child raised dur ing this pe riod. Children are given ten points at the
age of 18. The as sess ment of EVP points was ad min is tered by lo cal au thor -
i ties. There are thus two par al lel cur ren cies in hous ing privatisation: EEK-
kroon (the na tional cur rency) and EVP-kroon. The cost for pri va tis ing a
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flat is 300 EVP-kroon (one point) per square me ter. This means that prac -
ti cally ev ery body with a ten ancy right to a flat in a pub licly owned build ing 
has the pos si bil ity of buy ing the flat with out cash. The dead line for hous -
ing privatisation with vouch ers was ini tially set to 1 March 1995, a dead -
line that has been post poned sev eral times be cause the de sired level of
privatisation de gree had not been reached. The use of EVPs as means of
pay ment for privatisation of other state prop erty is set to 31 De cem ber
1999.

In Es to nia trade with EVPs is al lowed. This means that if you do not
have enough EVPs you can buy what you need. The com mer cial banks buy 
and sell EVPs. The ex tent of trade and the mar ket value of EVPs are re -
ported daily on the busi ness pages of news pa pers in the same man ner as
trans ac tions on the eq uity mar ket and the ex change rate for for eign cur -
rency. The mar ket value of the EVP kroon fluc tu ates and had a trade value 
of about 0.20–0.40 Eesti kroon au tumn 1998 – spring 1999. The con sid er -
ably low mar ket value, com pared to the nom i nal value, in di cates a low
cred i bil ity of the EVP. The rea son is that there are con sid er ably more
EVPs is sued than could be used for avail able privatisation ob jects.

Privatisation of Flats
On 1 Jan u ary 1995 the to tal dwell ing stock was 618,300 dwell ings of
which 56 per cent was in pub lic and 44 was in pri vate own er ship. Three
years later, 1 Jan u ary 1998, the to tal dwell ing stock had in creased to
623,100 dwell ings (Sta tis ti cal Of fice of Es to nia 1998). The pub lic dwell -
ing stock had de creased to 10 per cent and the pri vate dwell ing stock had
in creased to 90 per cent. In Tallinn 12 per cent of dwell ings were in pub lic 
own er ship and 88 per cent in pri vate own er ship. In the whole of Es to nia 8
per cent of the to tal dwell ing stock is owned by lo cal gov ern ments and 2
per cent by the State.
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Es to nia as share of the to tal dwell ing
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The pro cess of hous ing privatisation in Es to nia, from the ten ants’ point of
view, con tained the fol low ing steps.

1 The ten ant re ceived an of fer from the hous ing man age ment de part ment 
of the lo cal gov ern ment to pri va tise the flat oc cu pied.

2 The ten ant signed an agree ment with the hous ing man age ment de part -
ment. The agree ment con tains per sonal data, num ber, ad dress and size
of the flat, le gal share of the build ing and the amount of EVP to pay.

3 The ten ant signed a main te nance (man age ment) agree ment, most of ten
with the hous ing man age ment de part ment of the lo cal gov ern ment.

4 The ten ant paid the amount of EVPs.

5 The ten ant ap plied to reg is ter the flat as pri vate prop erty at the 
Na tional Land Board (Riigi Maa-amet), doc u ments at tached to the 
ap pli ca tion were the privatisation agree ment, the man age ment agree -
ment and the pay ment re ceipt.

6 The privatisation of the flat was final ised when the ten ant got the 
con fir ma tion of prop erty reg is try from the Na tional Land Board.

Privatisation of Land
Land with build ings con structed af ter 1940 is not re tuned to for mer own -
ers. They get com pen sa tion in vouch ers. The in ten tion is to procede a land 
sur vey and al lot land to each build ing with pri va tised flats. The prin ci ples
for land al lot ment are still dis cussed.

Housing Privatisation in 
Mustamäe Dis trict of Tallinn
The case of Mustamäe Dis trict Coun cil in Tallinn gives a con crete ex am ple 
of the pro cess of hous ing privatisation.

Mustamäe Dis trict cov ers about eight square kilo metres south of the
City Cen tre and has about 65,000 in hab it ants. This fig ure could vary by
2,000, be cause many peo ple live there with out be ing reg is tered in the dis -
trict. The Dis trict Coun cil keeps the re cord of reg is tra tion and is also re -
spon si ble for the man age ment of al most all dwell ings in the dis trict. The
Mustamäe Dis trict was con structed 1964–75 fol low ing the same town
plan ning prin ci ples as in the west ern Eu ro pean cit ies of the time and sim i -
lar large-scale blocks of flats. Here are 230 build ings, 3–16 stor eys, with
about 20,300 flats. Most of the build ings are so called “panel houses,” con -
structed of pre fab ri cated con crete el e ments. A small num ber of the build -
ings are brick stone con struc tion.

About 98 per cent of the flats were pri va tised by No vem ber 1998. The
main part of the privatisation took place 1992–96, only a small num ber of
flats have been pri va tised the last two years.
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The City Dis trict Coun cil is re spon si ble for driv ing the hous ing privati -
sation pro cess. Five peo ple of the to tal staff of 50 in the hous ing man age -
ment com pany deal with privatisation. Af ter the achieve ment of flat pri -
vatisation they work with de vel op ing pro pos als for ca das tral units of land
to be al lot ted to each build ing. In the first stage a mas ter plan for the ca -
das tral units in the whole City Dis trict is drawn by the Tallinn City
Planning De part ment. There is no com mon agree ment among the pol i ti -
cians on what prin ci ples should be adopted on de fin ing the ca das tral units
of land. Dis cus sions swing be tween two main prin ci ples: the first is that
only the land area un der the build ing shall be al lot ted to the build ing; the
sec ond one is that the land area un der the build ing plus the land up to six
metres from the build ing shall be the ca das tral land unit. A third prin ci ple
dis cussed is that all land ex cept land for the main streets be sur veyed and
al lot ted to build ings. There is po lit i cal unity on one point of view, the
prin ci ple of one build ing – one ca das tral unit.

In Mustamäe there were 22 Home Owners’ As so ci a tions (HOA) in De -
cem ber 1998. Ac cord ing to the law the hous ing man age ment com pany, in
this case the Mustamäe Dis trict Coun cil, is re spon si ble for pro mote es tab -
lish ment of HOAs.

On the privatisation of flats each flat is at trib uted a le gal share of the
com mon spaces of the build ing (stair case, base ment, etc.), com mon in stal -
la tions and other build ing parts (ex ter nal walls, roof, etc.) in re la tion to
the size of the flats’ share of the to tal liv ing area. From a le gal point of
view the city does not own 98 per cent of the flats, but still has re spon si -
bil ity for man age ment. A law pro posal is on the way to abol ish the com -
pul sory es tab lish ment of HOAs. Where there is no HOA, the hous ing
man ager should have the duty of as sem bling the res i dents once a year to
agree on man age ment plans and which or gani sa tion should be re spon si ble.
The law pro posal states that in vest ment plans ap proved by a ma jor ity of
the flat own ers are bind ing for all the own ers in the house. Fur ther it
should be pos si ble to evict those who not pay their rents reg u larly. The
hous ing man ager should have the au thor ity to sell the flat. The pass ing of
such a pro posal would re duce the risks for in vest ments un der taken by the
hous ing man ager and would prob a bly in crease cred i bil ity for mort gag ing
flats. To day a mort gage is pos si ble in the ory, but banks rarely dare take the 
risk.

The mu nic i pal hous ing man age ment unit for the Mustamäe Dis trict was 
trans formed to the joint-stock com pany AS Mustamäe Kinnisvarahaldus
on 1 July 1997, with a cap i tal of three mil lion EEK and 100 per cent of
the shares are owned by the mu nic i pal ity. The new com pany has 50 peo -
ple em ployed for hous ing man age ment.

Up till now no pri vate hous ing man age ment com pa nies have taken over
the re spon si bil ity for for mer pub licly owned hous ing. Ac cord ing to Jüri
Kröönström, ex ec u tive di rec tor of AS Mustamäe Kinnisvarahaldus, the
great est ob sta cle to a sound de vel op ment of hous ing man age ment is that
the in comes of the res i dents are too low to af ford a rent in crease that
would al low in vest ment for nec es sary ren o va tion (Kröönström 1998).
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Most lo cal gov ern ments have started trans form ing the mu nic i pal hous ing
com pa nies into joint-stock com pa nies.

Es to nian law fore sees HOAs as the le gal en ti ties for de ci sions about the
man age ment of pri va tised blocks of flats. Ac cord ing to the law the hous ing 
man age ment com pa nies are re spon si ble of es tab lish ing HOAs if the flat-
own ers do not do so. In Es to nia quite few HOAs are founded by the flat-
own ers. Ac cord ing to Kröönström the ob li ga tion to as sist the foun da tion of 
HOAs should be abol ished. “The own ers should not be forced to found
HOAs against their wishes. If the own ers don’t do it on their own ini tia -
tive, the per spec tive of a func tion ing HOA is very small” (Kröönström
98).

Lat via

Privatisation Vouchers
In Lat via spe cial gov ern ment bonds, com pen sa tion vouch ers – kom pen -
sacijas sertifikati, were in tro duced by Par lia ment on 15 May 1991. These
vouch ers were given as com pen sa tion for un law fully na tion al ised prop erty, 
when the for mer owner wanted com pen sa tion in stead of res ti tu tion, or
when the prop erty could not be re turned due to the its pres ent use. The
vouch ers can be used as pay ment in buy ing state owned land that is sub -
ject for privatisation. Since there is not enough state owned land and the
value of the vouch ers is steadily de creas ing, there are dis cus sions to get the 
State to re deem the vouch ers at their nom i nal value of 28 LVL (USD 47).

Privatisation vouch ers – Privatizacijas sertifikati – were in tro duced
with the law “On Privatisation Cer tif i cates” on 4 No vem ber 1992. Lat vian 
cit i zens res i dent in Lat via had the right to one voucher for each year pres -
ent in Lat via dur ing the pe riod 1945–1992. The same amount mi nus five,
was al lo cated to res i dent non-citizens. A spe cial al low ance of be tween two
and four vouch ers per year of ex ile was given to those who had been ex iled 
dur ing the So viet pe riod. Lat vian Cit i zens not res i dent in Lat via had the
right to 15 vouch ers. Each privatisation voucher gives the right to pri va tise
a half square metre of flat area. In Lat via trade with com pen sa tion vouch -
ers and privatisation vouch ers is al lowed and is re ported daily in the news -
pa pers. The nom i nal value of privatisation vouch ers was set to LVL 28
(LVL 1 = USD 1.7). The mar ket value of the Lat vian vouch ers have been
steadily fall ing, and in De cem ber 1998 had a trade value of be tween 1.7
and 1.8 LVL de pend ing whether buy ing from a phys i cal per son or an in sti -
tu tion. The last date to ap ply for privatisation vouch ers was set to 1 Jan u -
ary 1996. The dead line to use privatisation and com pen sa tion vouch ers
was ini tially set to 31 De cem ber 1999 but has been ex tended to 31 De -
cem ber 2000.
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Privatisation of Flats
In Lat via the Cen tral Housing Privatisation Com mis sion (Centrala Dzivo -
jamo Majas Privatizacijas Komisija – CDzMPK) is re spon si ble for pre par -
ing the flats in State own er ship for privatisation. Flats in mu nic i pal own er -
ship are pre pared for privatisation by com mis sions ap pointed by the lo cal
gov ern ments. The privatisation com mis sions are pro fes sional bod ies con -
sist ing of ju rists, ar chi tects, en gi neers, econ o mists and other pro fes sion als
that are needed to mon i tor the pro cess. The size of the com mis sion de -
pends on the size of the mu nic i pal ity and the size of its hous ing stock. The 
Riga Housing Privatisation Com mis sion (Rigas Dzivojamo Majas Privati -
zacijas Komisija – RDzMPK) had 120 em ploy ees in Sep tem ber 1999 to
ad min is ter the privatisation of 182,307 dwell ings in mu nic i pal own er ship,
while the small town Talsi only had five em ploy ees to ad min is ter 2,311
dwell ings. To pre pare a flat for privatisation means to de fine a flat’s phys i -
cal and le gal shares of the build ing and land (see sec tion 6.1), make a prop -
erty val u a tion and reg is ter the flat as real prop erty in the Land Book.
When a flat thus has be come real prop erty it is of fered for sale to the sit -
ting ten ant who has to ac cept or turn down the of fer within six months. In 
case of a turn down the flat is reg is tered as State or mu nic i pal prop erty in
the Land Book. This pro cess is time con sum ing. A so called ac cel er ated
pro cess has there fore been in tro duced in which the sit ting ten ant can re -
quest privatisation of his flat be fore it is formed and reg is tered as real
prop erty. A fee of 20 LVL (USD 33.5) is paid to the privatisation com -
mis sion for this ser vice. Af ter pay ing the de cided num ber of vouch ers the
com mis sion is sues a cer tif i cate prov ing the own er ship right to the flat. The 
owner has to reg is ter the flat in the Cadaster to be able to sell or mort gage 
the flat. When the build ing and land are reg is tered in the Land Book also
the flats get reg is tered and thus is re garded as real prop erty.

Ac cord ing to a sur vey among ten ants in April 1998 by The Riga
Housing Privatisation Com mis sion 80 per cent of the re spon dents were re -
luc tant to pri va tise their flats. The Com mis sion estimtates that 40 per
cent of mu nic i pal dwell ings were pri va tised by May 1999.

Un til 1 April 1999, 258 907 ten ants in Lat via had re ceived pro pos als to
pri va tise their flat. This fig ure rep re sents 51,3 per cent of the pub licly
owned hous ing stock. Un til 1 May 1999 the Cen tral Housing Privatisation
Com mis sion had de cided on privatisation of 103,331 flats in mu nic i pal
own er ship and 14,583 flats in State own er ship in the city of Riga. At this
time 72,325 (70 per cent) of the mu nic i pal and 6,045 (41.5 per cent) of
the State owned flats were pre pared for privatisation.

Privatisation of Land
In Lat via where all land is re turned to the for mer own ers or their heirs,
com pli ca tions arise when build ings are lo cated on more than one land
prop erty. The cur rent land user has to sign a lease agree ment with all the
land own ers, or buy the ap pro pri ate piece of land from each of them. This
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can not be done un less the land is sur veyed and par celled. In Lat via the
land user of ten has to ne go ti ate with one or more pri vate own ers, while in
Es to nia and Lith u a nia there is only one other party – the lo cal or the cen -
tral gov ern ment. The city gov ern ment of Jurmala uses an ex cel lent pro ce -
dure to fa cil i tate land privatisation. In Jurmala land is not re turned in its
orig i nal shape if many build ings, with dif fer ent own ers, are con structed on 
it, or when a build ing is lo cated on plots with dif fer ent own ers. In these
cases the lo cal gov ern ment sur veys, par cels the land and es tab lishes new
land prop erty adapted to the cur rent land use. First when this is done the
new prop erty units are re turned. A new land prop erty in Jurmala can thus
have many own ers. The ad van tage of this pro ce dure is that the cur rent
land user does not have to ne go ti ate with many land own ers to es tab lish
new prop erty units, only about the con di tions for lease or pur chase. In
Riga an other quite ra tio nal stand point re sults in dif fi cult land man age ment 
prob lems. The Riga Housing Privatisation Com mis sion con sid ers it im por -
tant that land in large-scale res i den tial ar eas is par celled so that each block
of flats is as signed a share of new land prop erty pro por tion ate to its floor
area. Ra tio nal land man age ment would rather con sider the type and
amount of land around the build ing. This would mean dif fer ent land taxes
for the same type of flats, which would be seen as a glar ing piece of in jus -
tice.
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Fig. 8
Dwell ings in
pri vate own er -
ship in Lat via as 
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by end of the
year.
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Lith u a nia

Privatisation Vouchers
Privatisation vouch ers – Valstybes vienkartines ismokos bei kitos tikslines
kompensacijos (State sin gle pay ment and other tar get com pen sa tion), ab -
bre vi ated Investicnis Cekis – were in tro duced in the law of Housing Pri -
vatisation in June 1991. Only per ma nent res i dents of Lith u a nia were el i gi -
ble to re ceive Investicnis Cekis, re gard less of cit i zen ship. The sys tem for
al lo ca tion was quite sim ple. Res i dents up till 18 years were el i gi ble to re -
ceive 1000 Investicnis Cekis, be tween 18 and 30 – 3000 and over 30 years 
of age – 5000. The last date to ap ply for Investicnis Cekis was 31 De cem -
ber 1991. The res i dents had to ap ply and queue at the lo cal au thor ity to
re ceive an at tes ta tion of the amount they were en ti tled to. Then they had
to queue at the State Sav ings Bank (Taupomas Bankas) to re ceive a spe cial 
Investicnis Cekis bank book. The idea was that the holder of the ten ancy
right of a flat in a pub licly owned build ing could use the Investicnis Cekis
to buy the flat oc cu pied. The sys tem for cal cu lat ing the price of the flat
de pends on fac tors such as age of con struc tion, con struc tion ma te rial,
equip ment, geo graphic sit u a tion, bal co nies, etc. The price was set by a 
lo cal privatisation com mis sion (Seniunijos Butu Privatizavimo Komisija)
ap pointed by the lo cal gov ern ment.

The price for buy ing a flat could be paid up till 80 per cent in Investic -
nis Cekis and the rest in cash, or only in cash. In the case of land privatisa -
tion, e g in con nec tion with the privatisation of a one-family house, only
Investicnis Cekis can be used to pay. An or di nary price for the privatisa -
tion of a 70 square metre flat in Vilnius in au tumn 1991, in 80–20 pro por -
tion, was 20,000 Investicnis Cekis plus 1000 rou bles in cash (litas, the na -
tional cur rency was in tro duced in 1993). Max i mum sizes of flat area for
privatisation were set at 50 square metres for one res i dent, 60 for two per -
sons, 75 for three per sons, and an other 20 square metres for each per son
over three. A dou ble tar iff had to be paid for each ex tra square metre over 
these max i mums.

Trade with Investicnis Cekis is not al lowed in Lith u a nia, but they have
a mar ket value. Ini tially, in au tumn 1991, the value was 70 Investicnis
Cekis = USD 1. In the au tumn of 1998, the value was es ti mated at 400
Inves tic nis Cekis = USD 1. Trade was most in tense dur ing 1992–93.
Those who wanted to spec u late in Investicnis Cekis founded in vest ment
as so ci a tions where peo ple could de posit their hold ings. This was per fectly
le gal since for mally it was a group of in di vid u als who com piled their
Investicnis Cekis to pur chase larger real es tate – land, for ests or build ings.

The first round of hous ing privatisation was com pleted with the close of 
voucher privatisation, July 1 1995. At this time 90 per cent of all is sued
Investicnis Cekis had been used for privatisation, of which 24 per cent for
the pur chase of flats (Lith u a nian Min is try of Econ omy 1998). The fi nal
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dead line for the use of Investicnis Cekis as means of pay ment for privatisa -
tion of other pri vately owned prop erty was 31 De cem ber 1998.

Privatisation of Flats
The pro ce dure for privatisation of flats in Lith u a nia was very sim ple and
pro ceeded ex tremely quickly com pared to Es to nia and Lat via. A cur rent
as sess ment of the speed is that the po lit i cal sit u a tion in 1991 was so un sta -
ble that the Lith u a nian gov ern ment wanted quick and dra matic changes to
make re ver sion more dif fi cult.

The of fer to the ten ants to pri va tise their flats was made by the dis trict
hous ing man age ment com pany. These were all parts of the mu nic i pal ad -
min is tra tion. If a ten ant wanted to pri va tise his flat, all fam ily mem bers
had to sign the agree ment of privatisation and the re quired amount of
Investicnis Cekis and cash should be paid to the State Sav ings Bank. The
hous ing man age ment com pany is sued the doc u ment of own er ship af ter
hav ing re ceiv ing the signed agree ment and the bank re ceipt of pay ment.
The own er ship doc u ment con tains in for ma tion about re gion, ad dress, year
of con struc tion, flat size, dis tri bu tion of rooms, flat num ber and a pro vi -
sional ca das tre num ber for fu ture reg is tra tion as real prop erty. The sim ple
pro ce dure is one rea son for the high privatisation rate. The other rea son is
the threat of the privatisation vouch ers los ing their value if not used
quickly. The ini tial dead line for privatisation of flats was 31 De cem ber
1991. At this time about 80 per cent of pos si ble flat privatisations were
ac com plished. This fig ure was not con sid ered sat is fac tory and the dead line 
was ex tended sev eral times un til 1 July 1995. By this time 94 per cent of
pos si ble flat privatisations were ac com plished.
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Fig. 9
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Privatisation of Land
Land plots of the for mer pub licly owned blocks of flats re main State prop -
erty ac cord ing to the law of land re form. To gain con trol of the land the
HOA of a block of flats can lease it in def i nitely. No land tax is paid by the
flat own ers or by the HOA since they are not the land own ers. Since land
can only be owned by pysical per sons, only land to dwell ings in one-family
houses are pri va tised.

Con clu sions
Lith u a nia was the fast est to sell pub licly owned dwell ing stock, fol lowed
by Es to nia and Lat via. The rapid privatisation in Lith u a nia is partly ex -
plained by the sim ple pro ce dure. The low de gree of hous ing privatisation
in Lat via is due to a rel a tive late start and the prin ci ple that privatisation of 
flats must be pre ceded by the cre ation of new land prop erty and the as -
sign ing of le gal shares of build ing and land to each flat. This time con sum -
ing pro cess was not fol lowed in Es to nia and Lith u a nia. The main rea son for 
a low rate of privatisation is the lack of clear in cen tives, and the main in -
cen tive was neg a tive, the threat of miss ing a chance be fore the dead line –
“it’s now or never!” No other op tions than privatisation and the time limit
have pushed peo ple into pri va tis ing their flat. There are many rea sons for
re luc tance. The ten ants have lit tle idea of how re spon si bil i ties and rights
will be shared among res i dents in a build ing, or their new re la tion ship to
the hous ing man age ment com pany and to lo cal and cen tral au thor i ties.
The consequenses of privatisation are not clear enough for them to make
ra tio nal choices.

In all the three coun tries there are sim i lar con flicts of in ter est in par cel -
ling land. Some pub lic ser vants ad vo cate al lo cat ing as lit tle land as pos si ble
to the own ers of a block of flats and as much as pos si ble to the lo cal gov -
ern ment, be cause they do not con sider the pri vate own ers ca pa ble of or -
gan is ing the man age ment of shared spaces such as walk ways, parks and
roads. The op po site view is to give as much land as pos si ble to the own ers
of the build ings so that lo cal gov ern ment can avoid the re spon si bil ity for
man ag ing as much land as pos si ble.

The con flicts of in ter est in the prin ci ples of land par cel ling and the lack
of a com mon of fi cial stand point de lay the es tab lish ment of new land prop -
erty and thus the com ple tion of the hous ing privatisation.
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Home Owners As so ci a tions

Ten ants are be ing re placed by home own ers. As shown in the pre vi ous
chap ters, the ul ti mate aim of hous ing privatisation, in the three Bal tic
States, is to make ev ery one a home owner with re spon si bil ity for de ci sions 
about the man age ment of their build ing and its land. To make ev ery body a 
home owner has al most suc ceeded in Es to nia and Lith u a nia, where more
than 90 per cent of all hous ing units are pri vately owned. By the end of
2000 Lat via is ex pected to have reached a level of 70 per cent of pri vate
hous ing own er ship. This means that the word ten ant, in the West ern Eu -
ro pean mean ing, will rep re sent only a small mi nor ity of house holds. Ten -
ants will be those who, for var i ous rea sons, not have pri va tised their flat,
res i dents in re turned blocks of flats, in so cial hous ing units (for dis ad van -
taged and vul ner a ble groups) and res i dents who subrent. When talk ing
about peo ple liv ing in res i den tial ar eas it is there fore more rel e vant to talk
about home own ers than about ten ants.

The home own ers’ re spon si bil ity and power in de cid ing about hous ing
man age ment is ex pected to be ex er cised by Home Owners As so ci a tions,
HOAs. HOAs are thus en vis aged as key ac tors in the man age ment of the
pri va tised blocks of flats. The gen eral model is one build ing – one HOA.
Of the three main moves in hous ing privatisation – apart ment privatisa -
tion, land privatisation and foun da tion of HOAs – the suc cess of the lat ter
is the most cru cial for the suc cess of the whole pro cess. The foun da tion of 
HOAs and their re spon si bil ity for de cid ing about the man age ment of their
build ing and land are in tended to lead to a de cen trali sa tion in de ci sions
and ex e cu tion of hous ing man age ment. With no HOAs the lo cal au thor i -
ties will have to con tinue to man age build ings and land in res i den tial ar eas. 
For the for mer pub licly owned res i den tial build ings, lo cal gov ern ments still 
have the man age ment re spon si bil ity through their hous ing com mit tees and 
de part ments. This is still the case even in Lith u a nia where al most all flats
have be come pri vate own er ship.

The power and ac tiv i ties of HOAs are lim ited be cause they do not dis -
pose of any real prop erty to use as se cu rity for loans, and banks usu ally do
not con sider them el i gi ble for loans. The in di vid ual home owner can use
his flat for a mort gage, pro vided that the flat has a mar ket value. Tech -
nically it is pos si ble that each home owner makes an agree ment with their
HOA on mort gag ing their flats for the ben e fit of their HOA but it is prob -
a bly not re al is tic to ex pect all home own ers to com mit them selves in such
an ac tiv ity.

A short over view is given be low of HOAs in the three coun tries.
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Es to nia
The Apart ment As so ci a tions Act from 1995 pro vides the le gal frame work
for es tab lish ing Home Owners As so ci a tions (HOA). This pro cess was stag -
nant un til the Tallinn Bu reau of the Un ion of Apart ment As so ci a tions was
founded in the Spring of 1997. By 1 Jan u ary 1998 there were 2648 as so ci -
a tions reg is tered in Es to nia, ac cord ing to the Min is try of Eco nomic Af fairs
(1998). The fig ure for 1 Jan u ary 1997 was 2061. The Min is try con sid ers
prog ress too slow.

By 1 Jan u ary 1998 only16 per cent of the pri vately owned dwell ings,
88,018 of 559,461, were part of apart ment as so ci a tions. A ma jor ity of
these are in the cit ies. Compared to 1 Jan u ary 1995, the num ber of dwell -
ings of apart ment as so ci a tions has in creased more than 2.6 times; 71 per
cent of these, 62,602 of 88,018, are dwell ings in new Home Owner As so -
ci a tions cre ated un der the law of Apart ment As so ci a tions (Es to nian Sta tis -
tics 8/98).

Lat via
Lat vian law does not pro vide spe cial leg is la tion for es tab lish ing Home
Owners As so ci a tions (HOA), and HOAs come un der the le gal frame work
of found ing as so ci a tions and co op er a tives. An amend ment to the Law of
Apart ment Privatisation was taken the 2 June 1998 to set rules for found -
ing HOAs.

Ac cord ing to Riga Housing Privatisation Com mis sion there were 165
owner as so ci a tions for hous ing man age ment reg is tered in Riga up till Sep -
tem ber 1999. Most of these as so ci a tions are co op er a tives founded be fore
the start of the privatisation of blocks of flats in 1995. Only a few home
own ers as so ci a tions have been founded by new own ers of flats in pri va -
tised build ings. The most no ta ble of these are Brivibas Street 90 with 234
flats (80 HOA mem bers) and Brivibas Street 115 with 40 flats (35 HOA
mem bers).

Ac cord ing to Maija Rubina (1998), chair man of Com mu nal and Apart -
ment is sues at Riga City Coun cil, the speed of privatisation is not sat is fac -
tory. The re cently founded pri vate hous ing man age ment com pa nies do not 
in spire enough con fi dence for the HOAs to en trust them with man age -
ment. There seems to be a great doubts about how se ri ous and sta ble they
are. Ten ants and flat own ers con sider it a great risk to hand over man age -
ment to a pri vate com pany.

Lith u a nia
Lith u a nia was the first Bal tic State to give a le gal frame work for the foun -
da tion and the ac tiv i ties of Home Owners As so ci a tions. The first HOAs
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were founded in 1995. In di vid ual HOAs are geo graph i cally or gan ised in
fed er a tions. At the end of 1998 the Fed er a tion of HOAs of Vilnius had
more than 600 reg is tered mem bers. Nev er the less, in cen tives for found ing
Home Owners As so ci a tions are re garded as too small. In Lith u a nia the
HOA is re spon si ble for the par tic i pa tion of all home own ers in cov er ing
costs for main te nance in vest ments, which many peo ple con sider too high a 
risk (Paulavicius 98). This ob sta cle could be avoided by let ting each in di -
vid ual apart ment owner pay the costs for heat ing and hot wa ter di rectly to 
the sup plier.

Con clu sions
It is ev i dent that so far there are too few in cen tives for home own ers to
join HOAs, and through them take re spon si bil ity for de ci sions about hous -
ing man age ment. In gen eral the in di vid ual home owner does not see any
ob vi ous and im me di ate ad van tage in work ing in HOAs, but many of them
see in con ve niences, and are afraid there could be great eco nomic risks.
Even if the in di vid ual home owner does not ob ject in prin ci ple to a HOA,
then why should just he/she take the ini tia tive and make the ef fort?

With out driv ing forces, there are no HOAs. The privatisation of a for -
mer pub licly owned block of flats be comes a re al ity first when the flat
own ers form an as so ci a tion to take re spon si bil ity for man age ment of the
build ing and land. This is how ever a quite slow pro cess. Cen tral and lo cal
au thor i ties should there fore pro vide real in cen tives, such as re duc tion of,
or even ex emp tion from land tax; or cre ation of a sys tem that makes
HOAs el i gi ble for loans. This could in volve fi nan cial guar an tees from cen -
tral and/or lo cal au thor i ties com bined with fa vour able loans for ren o va tion
and im prove ments. This cer tainly also de mands a con trol mech a nism for
the au thor i ties in volved. These two real in cen tives should be ac com pa nied
by the of fer of ac tive as sis tance in mon i tor ing the foun da tion and ad min is -
ter ing of the Home Owners As so ci a tions at an ini tial stage. There should
be sup port given to fed er a tions of HOAs. So far there are no al ter na tives
to the cre ation of HOAs. The home owner thus can not make a ra tio nal 
de ci sion about cre at ing one or not, be cause there is no vis i ble al ter na tive.
There fore there should be reg u la tions pro vid ing dead lines and mech a nisms 
that al low the lo cal gov ern ments to as sign a man ager for a res i den tial
build ing and/or area where there is no HOA.
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Housing Man age ment

There have been dis cus sions of pri va tis ing the pub lic hous ing man age ment
com pa nies since the start of privatisation. The first steps in pri va tis ing the
man age ment were taken in Es to nia and in Lith u a nia.

Es to nia
On 1 July 1997 the Tallinn City Gov ern ment trans formed the mu nic i pal
hous ing com pa nies into 14 joint-stock com pa nies. The city owns 100 per
cent of the shares. The com pany boards are ap pointed by the City Gov -
ern ment and con sist of an equal num ber of rep re sen ta tives from the City
Coun cil, City Gov ern ment and pro fes sion als within the hous ing sec tor.
Since the boards of these com pa nies have five mem bers, the prin ci ple of
one third from each is not ap pli ca ble for each in di vid ual com pany. The
land around the buldings has not yet been sur veyed and reg is tered which
means that the build ings be long to the flat own ers while the land still be -
longs to the City or the State. The few flats that not have been pri va tised
are still owned by the City. In a le gal sense the build ing, which means the
sum of all flat shares of the house, is still per sonal prop erty un til the land
has been sur veyed and reg is tered in the land book (Maaregister). The
Tallinn City Gov ern ment is pre par ing to sell shares in these re cently
founded real es tate man age ment com pa nies to phys i cal and le gal per sons
dur ing 1999 (Kröönström 1998). Many of the lo cal gov ern ments in Es to -
nia have started to trans fer re spon si bil i ties for manageing the for mer pub -
licly owned houses to joint-stock real es tate man age ment com pa nies.

Lat via
In Lat via all the mu nic i pal hous ing com pa nies still ex ist un der the di rect
con trol of the lo cal gov ern ment hous ing de part ments. None of the mu nic i -
pal hous ing com pa nies has yet been trans formed to le gal per sons. The reg -
u la tions for such a trans for ma tion are un der dis cus sion and not yet de -
cided. No clear state ments have yet been made about pri va tis ing these
com pa nies.

The Gov ern ment has es tab lished a num ber of new pri vate hous ing man -
age ment com pa nies that are as signed the man age ment of blocks of flats in
for mer State own er ship. They also ad min is ter the final is ation of privatisa -
tion of flats by form ing in te gral ca das tral units of the phys i cal share (flat)
and the le gal share (parts of land and build ing) for each flat of a build ing.
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Lith u a nia
In Lith u a nia all the mu nic i pal hous ing com pa nies still ex ist un der the con -
trol of the hous ing de part ments of the lo cal gov ern ments. Some lo cal gov -
ern ments have trans formed their hous ing com pa nies to joint-stock com pa -
nies. In Vilnius there are 21 mu nic i pal hous ing com pa nies, one for each of
the city’s 20 dis tricts and one for the mu nic i pally owned hos tels. Ac com -
mo da tion in hos tels con sists of one room with shared fa cil i ties such as
kitchen and bath. Or i ginally hos tels were in tended only for tem po rary
hous ing. About 50 per cent of the hos tel dwell ings are pri va tised. In 1996
the mu nic i pal hous ing com pa nies in Vilnius were trans formed into joint-
stock com pa nies with a cap i tal of LTL 100,000 – 2,000,000 (USD 25,000 
– 5,000,000) each, de pend ing on the size of the hous ing stock to be ad -
min is tered. Vilnius City Gov ern ment pre pared to start privatisation of 19
of these hous ing com pa nies dur ing 1999. The city will re tain own er ship of
one of the nor mal hous ing com pa nies and the hos tels com pany (Paulavi -
cius 98).

In Lith u a nia there are also pri vate hous ing com pa nies that have taken
over the man age ment of for mer pub licly owned hous ing. In Vilnius the
joint-stock hous ing man age ment com pany Namu Valda was founded in
1994 by a City Gov ern ment em ployee. The cap i tal of the com pany is 
LTL 220,000 (USD 55,000). An emis sion of new shares is be ing pre pared
that will in crease the cap i tal to LTL 2.2 mil lion (USD 550,000). The City
of Vilnius owns 33 per cent of the shares, two for eign com pa nies own 40
per cent, the founder of the com pany owns 14 per cent and the re main ing
shares are owned by pri vate in ves tors. The board con sists of four per sons,
one from each of the for eign com pa nies, one from the pri vate in ves tors
and one from the city of Vilnius which also ap points the pres i dent of the
board. Namu Valda ad min is ters 18 build ings with 60 flats each. It is a
mem ber of the Lith u a nian As so ci a tions of Housing Man age ment Com -
panies (Lietuvos Butu Ukis) which has a mem ber ship of about 40 com pa -
nies.

Con clu sions
When Home Owners As so ci a tions are founded, they de cide which com -
pany will man age their build ing. Privatisation of at least a part of the mu -
nic i pal hous ing com pa nies ap pears to be in ev i ta ble, and a nec es sary means
to com pete with ex ist ing pri vate hous ing man age ment com pa nies. In Es to -
nia and Lith u a nia the first steps have been taken by trans form ing the mu -
nic i pal hous ing com pa nies of Tallinn and Villnius into joint-stock com pa -
nies. It ap pears very likely that most of the mu nic i pal hous ing com pa nies
will be trans formed into in de pend ent en ter prises, in stead of be ing a part
of the lo cal gov ern ment, in a near future.
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When pri va tis ing mu nic i pal hous ing com pa nies other or gani sa tional
forms, such as foun da tions, should be con sid ered to al low the de vel op -
ment of al ter na tive so lu tions in the man age ment of hous ing.
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Housing Fi nance

The most com mon way for pri vate per sons to raise cap i tal in a mar ket
econ omy is to mort gage prop erty, ie to bor row money us ing the prop erty
as a se cu rity. For it to be pos si ble to mort gage a prop erty its value has to
be de fined, and this kind of value can only be de fined for a prop erty if it
can be sold. In the Ple nary of the Lat vian Par lia ment on 2 June 1994 Egils
Levits ex pressed the fol low ing:

Mort gage is the best loan se cu rity only if it can be con verted
into cash, that is if the land can be sold. Only then can mort -
gage be of any sig nif i cance and only then can it be any ground 
for grant ing credit. (Hipoteka ir labakais kredita nodrosina -
jums tikai tad, ja to ir iespejams realizet, t. i. ja so zemes
gabalu iespejams ari pardot. Tikai tad hipotekai ir jega, tikai
tad ari hipotekai ir ari pamats kreditam)

(Grutups 1995)

This quote may il lus trate the of fi cial stand point for all the Bal tic States,
whose gov ern ments ac knowl edge the im por tance of cre at ing a func tion ing
mort gage sys tem. The le gal and in sti tu tional frame work for such sys tems
were cre ated but the ac tors of the real es tate mar ket do not yet show con -
fi dence in us ing it. Pre sum ably it is a ques tion of time, in for ma tion and fa -
mil iar ity be fore it func tions ef fi ciently.

The prob lem ap pears to be that the banks have too lit tle funds avail able
and that only a small group of peo ple are con sid ered as el i gi ble for loans. It 
is es ti mated that only 23 per cent of the res i dents in Tallinn are credit-
wor thy for hous ing loans from banks. The most credit-worthy cat e gory is
well-educated men un der the age of 50, and the least credit-worthy are
pen sion ers (Loogma 1997).

There are no gen eral na tional sys tems for hous ing fi nance. This chap ter
will treat the at tempts of gov ern ment sup ported hous ing fi nance and the
con di tions on the cap i tal mar ket to lend money for hous ing con struc tion
and pur chase.

Es to nia

Bank Loans
Of fi cially the Es to nian com mer cial banks will ap prove loans for hous ing
pur chase and con struc tion at about 20 per cent in ter est. None of the
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banks are cur rently able to lend money with a flat or a one-family house as 
se cu rity. There is not yet a de vel oped sys tem of long term mort gage fi -
nanc ing of real es tate.

The Es to nian Housing Foun da tion
The Es to nian Housing Foun da tion was founded by Gov ern ment in 1994 to 
give loans for hous ing pur chase and con struc tion. The Foun da tion trans fers 
loan money from Gov ern ment to com mer cial banks. The an nual turn-over
was EEK 15 mil lion in 1995, 30 mil lion in 1996, 20 mil lion in 1997 and
only 10 mil lion in 1998. At the be gin ning the Foun da tion co op er ated with
the World Bank to bor row money. At the end of 1996 this was can cel led
be cause Es to nian banks could of fer better terms for lend ing. Es to nian
bank ing was suc cess ful un til 1997, but un der went a cri sis in 1998. Banks
had low li quid ity and bad debts which caused dif fi cul ties in find ing for eign 
lend ers. Dur ing 1998 most com mer cial banks were ei ther de clared bank -
rupt, merged, or sold a ma jor ity of their shares to for eign banks.

The 10 mil lion EEK of the Foudations’s bud get for 1995 was chan -
nelled through Eveapank Bank to sup port loans to young fam i lies. Be sides
hav ing a re li able in come, the bor rower must be a mar ried Es to nian cit i zen
un der the age of 35. The loans were be tween EEK 50,000 to 500,000,
with an an nual in ter est of 8 per cent, re paid over 20 years. The EEK 10
mil lion is far from suf fi cient con sid er ing the pur chase price of dwell ings.
Only about 20 fam i lies were es ti mated to ben e fit from these loans dur ing
1998.

A spe cial ac tiv ity of the Foun da tion is to lend money to ten ants in re -
turned blocks of flats, since they can not pri va tise their flats. Ten ants in re -
turned build ings have the right to stay in their flat five years af ter res ti tu -
tion. To avoid the first evic tions, which would have taken place in 1997,
the Gov ern ment pro longed the right of ten ancy an other five years, so the
first law ful evic tions can take place in 2002. The idea of spe cial loans is to
bal ance the in jus tice caused by liv ing in a block of flats that was na tion al -
ised and then re turned. It is a ques tion of equal rights for all ten ants to
pri va tise the flat they oc cupy. The loans are given to an an nual in ter est of
12 per cent, repayed over 15 years. The con di tions could seem harsh if it
were not for a spe cial con struc tion to use EVP, the privatisation vouch ers.
The “equal ity trick” is that EVP can be used to re pay a loan us ing the
nom i nal ex change rate of 1 EVP-kroon =1 Eesti kroon (EEK). This gives
ten ants in re turned houses sim i lar fi nan cial terms as ten ants in State and
mu nic i pally owned houses. For ex am ple, if the bank of fers a Housing
Foun da tion loan of 100 thou sand EEK, at an ex change rate of about 0.25
EEK for one EVP-kroon, the bor rower can buy 100 thou sand EVP-kroon
for 25 thou sand EEK, re pay the loan di rectly, and then have the pos si bly
bor rowed 25 thou sand EEK to re pay. (If the bank loan is 100 thou sand
EEK, the loan taker can buy EVP-kroon for 25 thou sand and pay off the
loan. The real loan is just 25 thou sand EEK).
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25 per cent of the in come of the Es to nian Privatisation Agency from
sell ing state owned en ter prises is trans mit ted to the Es to nian Housing
Foun da tion to fi nance hous ing loans to ten ants in re turned build ings. Be -
tween Feb ru ary 1997 to Oc to ber 1998 the Foun da tion trans ferred 250
mil lion EEK to Es to nian banks for such loans. Ac cord ing to Igor Jakobson
at the Es to nian Housing Foun da tion about 800 mil lion EEK will be needed 
to meet the po ten tial de mand for loans to all ten ants in re turned build ings, 
while the in come from sold as sets will be about 400 mil lion EEK. So 400
mil lion EEK are needed.

A fur ther in equal ity is that there are not enough state and mu nic i pally
owned flats to of fer all ten ants in re turned build ings.

Lat via
Un til 1992 most in vest ment in hous ing con struc tion was cov ered by the
State, but the State’s part of these in vest ments fell from 68 per cent in
1990 to 7 per cent in 1994.

Bank Loans
In 1993 the State mort gage bank Latvijas Hipoteku un Zemes Banka (Lat -
vian Mort gage and Land Bank) was founded. The first mort gage bonds
were is sued in au tumn 1994 at an in ter est of 20 per cent. In the sum mer
of 1995 the in ter est rate fell to 15 per cent. The du ra tion of the loan usu -
ally did not ex ceed five years, but in some cases could go up to nine years
as a max i mum.In spring 1999 the pri vate banks and the State mort gage
bank of fer sim i lar con di tions for hous ing pur chase loans. The in ter est rate
for loans from pri vate banks is 13–14 per cent and from the State mort -
gage bank 12–13 per cent. The pay-back time is usu ally ten years.

In 1997 the Lat vian Gov ern ment pre sented a long-term cred it ing sys -
tem for the con struc tion, re con struc tion and mod erni sa tion of dwell ings.
The pro posed sys tem forms a ba sis for the de vel op ment of a mort gage
credit sys tem. The im ple men ta tion of a new hous ing cred it ing programme
with long-term low in ter est loans is ex pected to be launched by the year
2000.

Lith u a nia

Bank Loans
Three banks in Lith u a nia make loans to pri vate per sons to pur chase a
dwell ing: Her mes Bankas, Vilniaus Bankas and Taupomas Bankas (State
Sav ings Bank). The banks grant loans up to 70 per cent of the ca das tral
value or, where none is set, the value as sessed by the bank. At the be gin -
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ning of 1999 loans had an an nual in ter est rate of 9–11 per cent and re pay -
ment over 10 years.

Lith u a nian Housing Credit Foun da tion
The Lith u a nian Housing Credit Foun da tion (LHCF) was founded in 1996
by the Gov ern ment to give loans for en ergy sav ing mea sures in hous ing
and mu nic i pal build ings, to mu nic i pal i ties for im prove ments in in fra struc -
ture and to sup port the im ple men ta tion of a na tional mort gage sys tem.
LHCF was un der the Min is try of Housing and Con struc tion un til 1 April
1998, when it was moved to the Min is try of Fi nance. LCHF has five ad vi -
sory cen tres, in Vilnius, Kaunas, Klaipeda, Panevezys and Alytus. The cap i -
tal for the loans is USD 10 mil lion lent by the World Bank and USD 6.5
mil lion from the na tional bud get. The loans are dis trib uted by Her mes
Bankas bank at an an nual in ter est rate of 11 per cent and re pay ment by
over 10 years. A pre con di tion for a loan is that the bor rower must put up
10 per cent of the in vest ment.

G Bareika (1997), Pres i dent of the Me dium and Small Real Es tate
Agencies As so ci a tion in Lith u a nia, ad vo cates es tab lish ment of a mort gage
bank with yearly in ter est rates not ex ceed ing 8 per cent (com pared to
14–30 per cent at com mer cial banks). Such a bank could have good pros -
pects to serve the mid dle class.

Con clu sions
There has been no mas sive pub lic sup port in hous ing fi nance to re place the 
state sub si dised hous ing programmes from the So viet pe riod. The ex ist ing
forms of hous ing fi nance are poorly de vel oped, small-scale and avail able
only to a small groups of res i dents. The nom i nal con di tions for hous ing
loans from pri vate banks, re lated to in ter est rates and re im burse ment pe -
riod, are quite good in all the three Bal tic States. The banks how ever have
too lit tle funds and only a small group are con sid ered el i gi ble for bank
loans.

The sys tem for mort gage loans, with a flat as se cu rity, is not yet well
de vel oped, and can only im prove with the growth of a func tion ing real es -
tate mar ket. When the the real es tate mar ket de vel ops, mort gage loan sys -
tems most likely will fol low and be come the com mon means to fi nance
pur chase of a home.

The ur gent need for loans to re pair, main tain and im prove hous ing is
not likely to be sat is fied by or di nary bank loans. The cen tral gov ern ments
should there fore con sider us ing more of the na tional bud get to de velop
sys tems for sub si dies to im prove con di tions in the hous ing sec tor. It is es -
pe cially im por tant to sup port fi nanc ing for en ergy sav ing mea sures and for
pur chase of a dwell ing.
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Housing Mar ket

The hous ing con struc tion has fallen dra mat i cally in all the three Bal tic
States dur ing the 1990s due to aban doned Gov ern ment sub si dies. Mainly
one-family houses and ter race houses are con structed on pri vate ini tia tive.

The mar ket for rental hous ing is very lim ited. Very few flats in pub lic
own er ship are avail able for rent. There is a sur plus of ren o vated flats for
rent in the met ro pol i tan cen tres. These are of ten of high stan dards and
rent lev els, and can only be af forded by af flu ent peo ple or for eign ers.
Many flats have been ren o vated with the pur pose of sub let ting and with
the hope that the rent shall re pay the in vest ment. A ren o vated flat in the
cen tre of Tallinn, Riga or Vilnius costs about USD 10–20 per square metre 
and month to rent.

This sec tion will mainly treat trade with flats as real es tate. The de -
tailed reg u la tions and their im ple men ta tion in the land re forms in the Bal -
tic States is of fun da men tal im por tance for the de vel op ment of a well
func tion ing prop erty mar ket, re garded as a cor ner stones of a mar ket econ -
omy. The real es tate mar kets in Es to nia, Lat via and Lith u a nia are de vel op -
ing con tin u ously but the knowl edge of these mar kets is very lim ited. Real
es tate agen cies and their agents prob a bly have most knowl edge. Most sell -
ing/buy ing trans ac tions seem to be han dled by real es tate agents.

Raitis Kalnins, Vice Pres i dent of the Lat vian Real Es tate Agents’ and
Bro kers’ Cor po ra tion (Latvijas nekustamo ipasumu makleru un agentu
korporacija, NIMA) char ac ter ises the sit u a tion as fol lows:

The mar ket po ten tial is enor mous, it con tin ues to de velop,
thou sands of peo ple are in volved, real es tate is bought and
sold, but no body re ally knows, what is hap pen ing here and on
which pro fes sional level the trans ac tions are han dled.

(Diena 14 March 1998)

The de vel op ment of trade with real es tate is closely linked to the gen eral
cli mate for in vest ment in a coun try. The de sign of the le gal frame work for
own er ship rights and the ef fi ciency and re li abil ity of the na tional sys tems
for prop erty reg is tra tion are im por tant for the de vel op ment of in vest ment
in real prop erty. The de vel op ment of the new sys tems for prop erty reg is -
tra tion in the three Bal tic States are quite sim i lar and ap pear to be seen as
very cred i ble. The le gal frame work dif fers though.

In Es to nia all phys i cal and le gal per sons can pur chase real prop erty re -
gard less of na tion al ity. That le gal per sons are al lowed to ac quire and own
real prop erty was con tro ver sial but is con sid ered to be of fun da men tal im -
por tance for the de vel op ment of a well func tion ing mar ket econ omy.
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In Lat via the pur chase of real prop erty is lim ited to phys i cal per sons
who are Lat vian cit i zens and to le gal per sons reg is tered in Lat via. The ma -
jor ity of the share hold ers in a joint-stock com pany must be Lat vian cit i -
zens to be al lowed to own real prop erty.

Lith u a nia has the tough est re stric tions of prop erty own er ship. Only
phys i cal per sons res i dent in Lith u a nia and with Lith u a nian cit i zen ship are
en ti tled to own real prop erty. Le gal per sons can not be reg is tered as real
prop erty own ers which means that le gal per sons ei ther must lease the land 
or make con tracts with phys i cal per sons or the State, as for mal prop erty
own ers, to get con trol of land.

The real es tate mar ket is con trolled by the realtors and their agen cies.
Pri vate sell ing and buy ing with out an agent is very rare. The real es tate
agen cies ad ver tise in daily news pa pers, most fre quently on week ends, have 
their own pe ri odic pub li ca tions and also post their ob jects in shop-
win dows. Most of the se ri ous real es tate agents also of fer their ob jects
through a home page on in ternet.

Es to nia
The Es to nian hous ing mar ket at tracts for eign in ves tors since they may pur -
chase real prop erty. The only mar kets for hous ing are Tallinn and big cit ies 
such as Tartu and Pärnu. Mar ket prices were quite sta ble dur ing 1998.

In No vem ber 1998 the price for an flat in cen tral Tallinn was EEK
5,800 – 6,400 (USD 420 – 470) per square metre, and in large-scale hous -
ing ar eas in the sub urbs of Tallinn it was EEK 2,600–3,850 (USD 190 –
280) per square metre. In Pärnu and Tartu the prices are EEK 2,100 –
3,300 (USD 150 – 240) per square metre. New pri vate one-family houses
cost EEK 8,000 – 14,000 (USD 580 – 1,020) per square metre de pend ing
on their lo ca tion. The mar ket price for an old one-family house in need of
ren o va tion is about half of the mar ket price for a new hous (Eesti Päeva -
leht 11 No vem ber 1998). The mar ket prices for the real es tate in cen tral
Tallinn have not been af fected by the bank cri ses.

Lat via
Dur ing the So viet pe riod hous ing and hous ing con struc tion came un der
the so cial sec tor. In 1992 Lat vian law re es tab lished prop erty and real es -
tate as le gal ob jects and as ob jects of trade. Since the So viet pe riod, the
rents were reg u lated and used as a mean to di min ish so cial ten sion. With
the tran si tion to a hous ing mar ket there are big im bal ances to level. One
such inbalance in Riga is that many poor house holds oc cupy po ten tially ex -
clu sive flats, and rel a tively well off house holds have stan dard flats.

The hous ing mar ket in Riga is lim ited. In Feb ru ary 1996 there were
only 285 pub licly owned flats, 1–3 rooms, avail able for rent. At the same
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time there were 412 flats “il le gally” oc cu pied by house holds with out a
con tract, that is, apart ments un of fi cially taken over af ter the le gal oc cu -
pant’s death. Pub licly owned hous ing is of ten in very bad con di tion. In
May 1996 there were about 1000 apart ments in Riga that were in too poor 
con di tion to be let, be cause of lack of money for re pair and re fur bish ment
(Luse 1996).

Trade in Real Es tate
In Lat via there is a mar ket for real es tate in Riga and its close sur round -
ings, and to some ex tent in the towns of Ventspils, Liepaja and Valmiera.
The Cen tral Sta tis ti cal Bu reau does not col lect in for ma tion about real es -
tate trans ac tions, and it is dfficult to get this kind of in for ma tion from real 
es tate agen cies. Fig ures are avail able from the Ca das tral De part ment of
the Min is try of Jus tice where in for ma tion is col lected and pub lished about 
trans ac tions reg is tered in the town and com mu nity (rajona) cadastres. In
1994 in the City of Riga, 323 real es tate trans ac tions re gard ing sell–buy
and do na tions were reg is tered, and in 1995 the fig ure rose to 731. Trade
in real es tate be gan in Jan u ary 1996 with the start of privatisation. 13,727
trans ac tions with real es tate were reg is tered dur ing 1997 ac cord ing to the
Ca das tral De part ment (Diena 14 March 1998). Owner oc cu pied flats and
one-family houses are the main ob jects on the real es tate mar ket.

Trade in Flats
The first agen cies for trade in real es tate emerged in 1992 when trade was
legal ised. Ob jects for trade are:

• pri va tised co op er a tive flats,

• flats pri va tised with vouch ers,

• ten ancy rights to a flat.

The first fall in prices came at the end of 1992 and the be gin ning of 1993
when many flats came onto the mar ket af ter a wave of em i gra tion to Rus -
sia and other for mer So viet re pub lics. In the sec ond half of 1993 em i gra -
tion fig ures fell; the sup ply of flats on the mar ket de creased; and prices in
Riga rose be tween 20 and 40 per cent (Luse 1996). Dur ing 1993–94 flat
prices rose 3–5 per cent per month. Flats and real es tate were be lieved to
be se cure in vest ment ob jects. Dur ing 1995–96 real es tate prices sta bi lised. 
This could be ex plained by the low pur chas ing power of the pop u la tion
and the lack of pos si bil ity to get long term loans on ac cept able terms.

Ac cord ing to real es tate agen cies, in the au tumn 1998 flat prices in cen -
tral Riga reached about USD 500 per square metre be fore ren o va tion,
which is 1.5–2 times more than in other parts of Riga.

Ten ancy rights in pub licly owned blocks of flats also is an ob ject of
trade. The price for a flat in cen tral Riga is close to the mar ket price of a
pri va tised flat, pro vided that the flat is an ob ject for privatisation. Since
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1996 these rights are is sued by Rigas Domes Ipasuma Departements (The
Real Es tate De part ment of Riga City Coun cil). Bar ter be tween ten ants of
pub licly owned flats is ad min is tered by Rigas Pilsetas Dzivoklu Parvaldes
(Riga City Board of Apart ments).

Trade in One-family Houses
Ac cord ing to “Latio” real es tate agency about 90 per cent of all one-family
houses sold in 1995–96 fetched prices of USD 30–50,000 and were on
the av er age 100–120 square metres. The most im por tant fac tor in the
price is lo ca tion. In the Riga re gion one-family houses in Mezaparks,
Baltezers, Teika, Jurmala and Lielupe-Dubulti had the high est prices.

Trade in Blocks of Flats
The mar ket for trade in blocks of flats is very weak. Dur ing 1995–96 many 
of the pub licly owned blocks of flats in Riga were for sale but could not
find buy ers. The ex pla na tion is that the sit ting ten ants keep the ten ancy
rights and the low rent lev els do not pro vide enough money for ad min is tra -
tion and ren o va tion. Many of the flats in such build ings were later sold in -
di vid u ally as real es tate prop erty.

Trade in Land
Land prices in the cen tre of Riga were about USD 100 per square metre
and in one-family house ar eas about USD 10 in 1992–93. In 1999 prices
in the cen tre are more than ten times higher and in one-family house ar eas 
about dou ble. The mar ket turn over for land is too small to pro vide a re li -
able ba sis for prop erty val u a tion. The Riga City Dis trict Gov ern ments have 
elab o rated a method for prop erty val u a tion based on the dis tance to the
Cen tre. This method gives the o ret i cal val ues that of ten do not cor re spond
at all to prices ob tained on sale.

The Cen tre for Real Prop erty Val u a tion of the State Land Ser vice has
the Gov ern ment com mis sion to as sess ca das tral val ues for land for dif fer -
ent zones in all towns and ru ral ar eas in the ter ri tory of Lat via un til 15 
Oc to ber 1999.

Lith u a nia
Un til the bank cri sis at the be gin ning of 1996 the main rea son for peo ple
to buy a flat was to live in it. With the bank cri sis it be came ob vi ous that
real es tate was the most se cure pro tec tion against in fla tion, and that it also 
was an in vest ment in creas ing in value.

Low in comes meant that one room flats be came the most pop u lar real
es tate in vest ment ob jects for pri vate per sons, mainly be cause of low heat -

90

Housing Privatisation in the Bal tic States Mem o ran dum 11



ing costs. In Vilnius the mar ket price for a stan dard one room flat in -
creased up to six times dur ing 1990–96 (Kvedaraviciene 1997).

The banks do not yet of fer an at trac tive sys tem to fi nance the pur chase
of real es tate, and very few peo ple bor row money for this pur pose. The in -
tro duc tion of an ef fec tive mort gage sys tem is most prob a bly one of the
keys to cre at ing an at trac tive fi nance sys tem for in vest ment in real es tate.

The price of a two-room flat in a new Vilnius dis trict rose from about
USD 4,000 in 1992 to USD 16,000 – 20,000 in 1996. In coun try re gions
and small towns the price of a two-room flat has been sta ble for four years, 
USD 2,000 – 4 000 (Bareika 1997). The mar ket price for a flat in Vilnius
at the be gin ning of 1997 was USD 250–300 per square metre and in
Kaunas USD 170–200 per square metre (Burinskiene 1997). Mar ket
prices for pri vate houses in Lith u a nia sur pass those for Lat via, Es to nia and
Byelorussia.

Con clu sions
Housing con struc tion has fallen dra mat i cally dur ing the 1990s due to
aban doned gov ern ment sub si dies. It ap pears nec es sary to find approriate
new sub sidy sys tems for hous ing con struc tion to in crease the con struc tion
rate and to pro vide af ford able hous ing. Sta ble eco nomic and poltical de vel -
op ment con tin ues to en cour age in vest ment in real es tate. Mar ket prices of
real es tate in crease steadily. A func tion ing hous ing mar ket also de mands a
cer tain num ber of pub licly owned dwell ings to pro vide hous ing for peo ple
who can not af ford or do not want to buy a flat, in clud ing dis ad van taged
and vul ner a ble groups.
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Housing Pol icy

In tro duc tion of a Housing Pol icy
The Es to nian Min is try of Eco nomic Af fairs (1998) ap pointed a Housing
Com mis sion (Asjatundjate komisjoon) in May 1998 to iden tify the most
ur gent prob lems within the hous ing sec tor and pro pose how to deal with
them. The Min is ter is chair man of the com mis sion that con sists of 15 ex -
perts ac tive in the hous ing sec tor. The com mis sion worked in six groups
where each group treated spe cific as pects of hous ing. These six as pects
are:

1 Tech ni cal as pects of flats and houses

2 Man age ment of the hous ing stock

3 Re la tions be tween the ten ants and own ers of re turned blocks of flats

4 Flat own ers

5 Fi nan cial is sues

6 Or gani sa tional is sues

The re port of the com mis sion was pre sented in No vem ber 1998 and has
been dis trib uted to all min is tries for con sid er ation and for de ci sion by the
Coun cil of Min is ters.

Three ob jec tives to meet by 2010 men tioned in the re port are:

1 Se cu rity and sta bil ity re gard ing tech ni cal, so cial and eco nomic is sues.

2 Pro fes sion al ism. The hous ing sec tor is char ac ter ised by low pro fes sion -
al ism. The com mis sion states that there should be one pro fes sion that
em braces knowl edge and com pe tence of all parts of the hous ing sec tor.

3 Affordability. There are no func tion ing forms to fi nance hous ing con -
struc tion. The ex ist ing hous ing al low ance is more like a gen eral so cial al -
low ance, given to a house hold with less than 500 EEK per month af ter
pay ing for hous ing.

In Lat via the Build ing De part ment at the Min is try of En vi ron men tal Pro -
tec tion and Re gional De vel op ment is pre par ing a Na tional Build ing Pro -
gramme which is ex pected to be sub mit ted to the Cab i net of Min is ters by
the end of 1999.

In Vilnius the De part ment of Power Econ omy and Housing in Vilnius
(1998) pre pared a pro posal in April 1998 for a hous ing pol icy to the year
2005. This pro posal is un der im ple men ta tion and in cludes the fol low ing
ac tions:

1 Main tain and im prove the ex ist ing hous ing stock
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2 Sup port peo ple who can not af ford ad e quate hous ing

3 Sup port for hous ing to meet new de mands

The first field of ac tion in cludes:

• privatisation of the mu nic i pal hous ing en ter prises

• as sist to es tab lish and build ca pac ity of Home Owners As so ci a tions
(HOAs)

• cre ate a spe cial hous ing com pany to ad min is ter hous ing re tained in 
mu nic i pal own er ship

• im ple ment en ergy sav ing programmes

• elab o rate and im ple ment min i mum hous ing stan dards, health and safety 
reg u la tions

• de velop and im ple ment a hous ing strat egy for the Old Town and other
his tor i cal ar eas.

The sec ond field of ac tion in cludes:

• as sess hous ing needs in Vilnius

• in ves ti gate ways to re duce costs for so cial or pri vate hous ing, and ways
to gen er ate new hous ing re sources

• im prove sub si dies and low in ter est loan cred its for home own er ship

• pre pare a so cial hous ing pol icy in clud ing de vel op ment of new hous ing
for vul ner a ble and dis ad van taged groups

The third field of ac tions in cludes:

• de velop a pol icy on the cost of hous ing de vel op ment and ways to has ten 
ac cess to land and pro vi sion of in fra struc ture

• in ves ti gate ways to re duce hous ing costs

• as sess spe cial hous ing needs for vul ner a ble and dis ad van taged groups
and im ple ment such hous ing programmes

• cre ate a hous ing de vel op ment ad vice ser vice to fa cil i tate hous ing de vel -
op ment.

A spe cial City Coun cil Housing Sub-Committee was es tab lished to mon i -
tor and eval u ate the im ple men ta tion of these ac tions. A City Housing 
Di vi sion has been cre ated to im ple ment the ac tions.

Con clu sions
The new hous ing prob lems that arose with privatisation in the Bal tic
States can not be solved by the mar ket alone, but also need to be ad dressed 
by na tional and lo cal hous ing pol i cies. In ven tories of the new hous ing prob -
lems, and pro pos als for im prove ment, show the need for an over view of all 
is sues re lated to hous ing be fore elab o rat ing a hous ing pol icy.
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Sum mary

The hous ing stock of the Bal tic States is quite young, about 2/3 of the
dwell ings in the Bal tic cap i tals were con structed since the 1960s, but it is
in bad con di tion and needs ur gent in vest ment for re pair and ren o va tion.
Low house hold in comes do not al low rent in creases to cover these costs.
En ergy sav ing mea sures, how ever, have shown to be very ef fi cient to re -
duce dra mat i cally the run ning costs for hous ing, and thus cre ate eco nomic
space for re pair and ren o va tion. The short pay-back pe ri ods for in vest ment 
in en ergy sav ing mea sures should be en cour ag ing enough for cen tral and lo -
cal gov ern ments and banks to sup port spe cial en ergy sav ing loans.

There are clear ten den cies to ward geo graphic strat i fi ca tion in ur ban
hous ing en hanced by privatisation. Privatisation of dwell ings poses rel a -
tively mod est prob lems for peo ple liv ing in city cen tres, com pared to those 
in the large-scale hous ing ar eas of the sub urbs. Flats in city cen tres at tract
res i dents who are pre pared to meet the eco nomic and the or gani sa tional
re quire ments for main te nance and to par tic i pate in new forms of hous ing
man age ment.

The le gal frame work of each coun try re flects dif fer ent views on real
prop erty rights. Es to nia has the most lib eral laws con cern ing pri vate own -
er ship rights, fol lowed by Lat via, and last Lith u a nia. Draft laws in di cate
that Lat via and Lith u a nia are about to lib eral ise their laws to make real
prop erty avail able to larger groups of phys i cal and le gal per sons. The ex -
plicit wish of each gov ern ment to join the Eu ro pean Un ion will cer tainly
speed up the pro cess of mak ing the le gal frame works of the Bal tic States
com pat i ble with those of West ern Eu ro pean coun tries.

The no tion of privatisation is an in tri cate, ever de vel op ing re la tion ship
be tween the ac tors im ple ment ing the privatisation pro cess and their cul -
tural her i tage, eco nomic de vel op ment and the le gal and in sti tu tional
frame work. In the Bal tic States the privatisation pro cess in cludes res ti tu -
tion and sell ing of prac ti cally all pub licly owned real prop erty. Note wor thy 
is also that the idea of real prop erty in cludes not only land and build ing(s)
as the in te gral ca das tral unit, but also a de fined part of a build ing (flat)
with its le gal share of land.

The ob jects for hous ing privatisation are pub licly owned flats and blocks 
of flats, pub licly owned and pri vately owned land with hous ing built on it.
Res ti tu tion of prop erty and privatisation of dwell ings and land is treated
dif fer ently in the three Bal tic States. In Es to nia and Lith u a nia for mer pri -
vately owned land that has been built on is not re turned to for mer own ers
or heirs. In Lat via prac ti cally all land is re turned. In Es to nia and Lith u a nia
al most the whole pub licly owned dwell ing stock is pri va tised. In Lat via the 
level of dwell ings in pri vate own er ship is ex pected to have reached about
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70 per cent by the close of privatisation, 31 De cem ber 2000. It has been
im pos si ble to limit privatisation to only a part of the dwell ing stock. It
would be con sid ered un fair not to let ev ery one liv ing in a pub licly owned
flat have the same chance to pri va tise it.

The most im por tant pub lic in sti tu tions to guar an tee pri vate prop erty
rights are re li able and well func tion ing prop erty reg is tries. Such reg is tries
are be ing con fi dently de vel oped af ter West ern Eu ro pean mod els. The de -
vel op ment of na tional prop erty reg is tries is one of the many im por tant
steps to wards in te gra tion with West Eu rope. The pri vate ac tors in the
hous ing sec tor are not yet not suf fi ciently de vel oped and or gan ised to take
ac tive part in de ci sion mak ing. Home Owners As so ci a tions, pri vate land -
lords and ten ants need pub lic sup port to or gan ised and be come qual i fied
par ties in dis cus sions and ne go ti a tions. A con tin ued de vel op ment of the
real es tate mar ket will in crease the cred i bil ity of real es tate as se cu rity for
loans and en hance the de vel op ment of func tion ing mort gage sys tems. Such 
a de vel op ment will help pri vate banks turn from pas siv ity to be com ing ac -
tive par ties in the hous ing mar ket. Home Owners As so ci a tions will most
likely be come key ac tors in pri va tis ing hous ing man age ment.

Lith u a nia was the quick est in sell ing pub licly owned dwell ing stock, fol -
lowed by Es to nia and Lat via. The rapid privatisation in Lith u a nia is partly
ex plained by the sim ple pro ce dure. The low de gree of hous ing privatisa -
tion in Lat via is due to a rel a tive late start, and the re quire ment that a flat
privatisation be pre ceded by the cre ation of new land prop erty and the as -
sign ing of le gal shares of build ing and land to each flat. This time con sum -
ing pro cess was not fol lowed in Es to nia and Lith u a nia. The main rea son for 
re luc tance to hous ing privatisation is the lack of clear in cen tives. The main 
in cen tive has been the threat of miss ing a chance – “it’s now or never!” – if 
not tak ing it be fore the dead line. Lack of op tions to privatisation and the
time limit have scared a lot of peo ple to pri va tise their flats. There are
many rea sons to be re luc tant to pri va tise ones hous ing. The ten ants have
lit tle idea of how re spon si bil i ties and rights will be shared among res i dents
in a build ing, and their new re la tion ship to the hous ing man age ment com -
pany and to lo cal and cen tral au thor i ties. The consequenses of privatisation 
are not clear enough for them to make ra tio nal choices.

There are sim i lar con flicts of in ter est in the par cel ling of land in the
three coun tries. Some pub lic ser vants ad vo cate al lo cat ing as lit tle land as
pos si ble to the own ers of a block of flats and as much as pos si ble to the lo -
cal gov ern ment. The rea son is that they do not con sider the pri vate own ers 
ca pa ble of or gan is ing the man age ment of shared spaces such as walk ways,
parks and roads. The op po site view is to give as much land as pos si ble to
the own ers of the build ings so that lo cal gov ern ment can avoid man age -
ment re spon si bil i ties of as much land as pos si ble. The con flicts of in ter est
in the prin ci ples of land par cel ling and the lack of a com mon of fi cial stand -
point de lay the es tab lish ment of new land prop erty and thus the com ple -
tion of the hous ing privatisation.

The sell ing of all the pub licly owned dwell ing stock makes it im pos si ble
for cen tral and lo cal gov ern ments to ful fil their ob li ga tions to of fer hous ing 
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for dis ad van taged and vul ner a ble groups. A rented sec tor for hous ing is
also needed by all those who, for a va ri ety of rea sons, do not wish to own
their dwell ing. There fore it is strongly rec om mended that a new pub licly
owned hous ing stock is built up.

Home Owners As so ci a tions (HOAs) are en vis aged to be key ac tors in
the man age ment of the pri va tised blocks of flats. The pro cess of found ing
HOAs is re garded to be to slow due to lack ing in cen tives. If this is to func -
tion cen tral and lo cal gov ern ments must pro vide mas sive sup port in found -
ing them and or gan is ing their ac tiv i ties. In case the foun da tion of an HOA
is not suc cess ful there also should be a le gal frame work that al lows the lo -
cal gov ern ment to as sign the man ager for the prop erty.

Privatisation of the mu nic i pal hous ing com pa nies is re garded as a nec es -
sary means to get them com pet i tive with the al ready ex ist ing pri vate hous -
ing man age ment com pa nies. When Home Owners As so ci a tions are
founded they will de cide what com pany will be con fined the man age ment
of their build ing. A privatisation of mu nic i pal hous ing com pa nies there fore 
ap pears in ev i ta ble. In Es to nia and Lith u a nia the first steps of pri va tis ing
mu nic i pal hous ing com pa nies have been taken by trans form ing them to
joint-stock com pa nies. When privatisating mu nic i pal hous ing com pa nies
also other or gani sa tional forms should be con sid ered to al low the de vel op -
ment of many al ter na tive so lu tions in the man age ment of hous ing. There is 
an ur gent need for al ter na tive mod els for hous ing man age ment in the Bal -
tic States adapted to the changes of own er ship and the changes of re spon -
si bil i ties be tween the ac tors of the hous ing sec tor.

The nom i nal con di tions for hous ing loans from pri vate banks with re -
gard to in ter est rate and re im burse ment pe riod, are quite good in all the
three Bal tic coun tries. The banks have how ever too small avail able funds
and only a lit tle group of peo ple are con sid ered as el i gi ble for bank loans.

The sys tem for mort gage loans with a flat as se cu rity is not enough de -
vel oped to serve as fi nanc ing for the pur chase of a dwell ing. This, how ever, 
can only de velop with the de vel op ment of a func tion ing real es tate mar -
ket. Since hous ing is not only an ob ject of trade but has sig nif i cant so cial
di men sions the cen tral gov ern ments should put ef forts in de vel op ing sys -
tems for gen eral sub si dies for hous ing fi nance.

A sta ble de vel op ment of the hous ing mar ket is an es sen tial part of mar -
ket econ omy. Trade with ex ist ing real prop erty is de vel op ing with in creas -
ing prices. The sup ply of new hous ing pro jects must be ac com pa nies by
avail able hous ing fi nance. A func tion ing hous ing mar ket also de mands a
cer tain num ber of pub licly owned dwell ings.

Last but not least, the scale of the new prob lems that oc curred with the 
privatisation of hous ing in the Bal tic States is so great that it can not be
solved by the mar ket alone but also needs to be sup ported by com pre hen -
sive na tional pol i cies, as a ba sis for hous ing programmes.

97

Sum mary



Housing Privatisation in the Bal tic States Mem o ran dum 11



Pro posals for 
Fu ture Re search

As shown in the pre vi ous chap ters a na tional com pre hen sive pol icy is
needed as a ba sis for hous ing programmes in each coun try. The de vel op -
ment of de tailed pol icy re quires back ground in for ma tion on dif fer ent
hous ing is sues. Most of this in for ma tion is prob a bly not readily avail able 
in a form that plan ners can use. Some ar eas where in for ma tion is needed,
ei ther through new re search or syn the sis of ex ist ing ma te rial, are:

• hous ing laws and reg u la tions

• hous ing fi nance sys tems

• ac tors in the hous ing sec tor and ap pro pri ate or gani sa tion struc tures

• man age ment of real es tate

• par tic i pa tion of ten ants and flat own ers in hous ing man age ment,

• the pro cess of cre at ing a sense of home and be long ing in large-scale 
res i den tial ar eas.
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Ap pen dices

Ta bles and Fig ures
Ta ble 13 Monthly hous ing costs De cem ber 1998 for a flat of 89.1 m2 in a nine-

storey block of flats, com pleted in 1972 in Mustamäe Dis trict Tallinn. 
USD I = EEK 13.

Cost for EEK/m2 EEK to tal

1 clean ing 0.86   80.30

2 emer gency ser vice 0.20   18.70

3 emer gency re pair 0.93   86.85

4 man age ment 0.97   90.60

5 re pair-works 2.40  224.15

6.1 gen eral main te nance 0.87   81.25

6.2 main te nance of lifts 0.58   54.15

6.3 gar bage 0.37   34.55

7 gen eral elec tric ity 0.29   27.10

8 an tenna  —   —

9 land tax 0.123   11.50

10 in sur ance  —   —

11 wa ter & sew age (15 EEK/m3 used wa ter)

12.1 heat ing 10.21  909.70

12.2 warm wa ter —

12.3 ad di tional   90.95

To tal cost 1709.80

8 The flat is switched of from the house-antenna be cause of ca ble con nec tion. Pay ment goes to 
the Starman Com pany EEK 57 per month.
10 No in sur ance sys tem is yet in tro duced for multi-flat hous ing.
12.2 In De cem ber no warm wa ter was used, but from the pre vi ous months the unit price per 
m3 was EEK 15 to 23. Con sump tion is mea sured.
12.3 Cost for pay back of the loan for the re con struc tion of the heat ing sys tem.
Gas is paid di rectly to the gas com pany with EEK 2.90 per m3 ac cord ing to mea sured con sump -
tion.
Elec tric ity is paid di rectly to the elec tric ity com pany with EEK 0.65 per kWh.

Source: Liias 1999.
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Ta ble 14 Monthly hous ing costs 1998 for a flat of 86.3 m2 in a 
three-storey block of flats in Raua 4, Tallinn city Cen tre.

Monthly Cost 1998 for EEK/m2 EEK to tal
Jan  98 De c 98 Jan  98 De c 98

1 main te nance 3.65 3.65 305.15 305.15

2 gar bage 0.50 0.60 41.80 50.15

3 re pair 0.50 0.50 41.80 41.80

4 clean ing 1.20 1.20 130 130

5 ad min is tra tion 1.20 1.20 130 130

6 an tenna 5.50 5.50

7 en trance tele phone 5.00 7.00

8 land tax 0.35 0.35 29.25 29.25

9 gen eral elec tric ity 0.15 0.17 12.55 14.20

10 cold wa ter* (3 × 98.50) 3 × 83.65 295.50 250.95

11 hot wa ter* (3 × 58.90) 3 × 63.90 176.70 191.70

12 heat ing 13.37 15.73 1117.75 1315.05

To tal cost 2291 2411.35

* Wa ter con sump tion is cal cu lated per per son for each flat if no con sump tion me ter is in stalled. 
From Jan u ary 1999 and on wards wa ter con sump tion will be cal cu lated per m3 of flat. Wa ter
con sump tion for the whole house is mea sured and di vided be tween the flats in re la tion to their 
size. The price for cold wa ter is 15 EEK per m3 Jan u ary 1999. The en ergy con sump tion for hot
wa ter will con tinue to be cal cu lated per per son in each flat.
Many peo ple fear an in crease of cost for wa ter which will prob a bly re sult in in stal la tion of
equip ment for the mea sur ing of wa ter con sump tion.
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Ta ble 15 Monthly hous ing costs Jan u ary and December1998 for a flat of 54 m2 
in a six-storey block of flats, con structed in the 1960s, in 
Kalnciemu iela 106, Zemgale dis trict, Riga.

Cost for Jan u ary 98 De cem ber 98

1 rent  8.13  8.13

2 cold wa ter and sew age  7.35  9.42

3 gas  0  0

4 gas sub scrip tion  0  0

5 ra dio ca ble  0.24  0.24

6 an tenna  0.39  0.77

7 heat ing sys tem main te nance  1.61  1.25

8 own waste wa ter sys tem  0  0

9 gar bage  0.90  0.90

10 el e va tor  0  0

11 gen eral elec tric ity  0.29  0.42

12 heat ing 25.48 29.73

13 hot wa ter (wa ter me ter) 11.10  8.97

14 sew age main te nance  0.83

To tal cost 55.49 LVL 60.66 LVL

Gas is paid di rectly to the gas com pany. The av er age gas cost per month for 
this flat amounts to 2.30 LVL.
Elec tric ity is paid di rectly to the elec tric ity com pany at 0.039 LVL per kWh.

Ta ble 16 Valid rent tar iffs for a flat, ex ploi ta tion and 
util i ties ser vice in Vilnius City, Jan u ary 1999.

Source: Namu Valda.

Elec tric ity LTL/ki lo watt-hour (kWh)

Two tar iffs me ter

Night, Sat ur day, Sunday 0.12

Day 0.26

One tar iff me ter

one day tar iff 0.22

with elec tric cooker 0.18

Two tar iffs me ter with elec tric cooker

Night, Sat ur day, Sunday 0.11

Day 0.21

Gas LTL/m3

cook ing and heat ing wa ter 0.696

cook ing, heat ing wa ter and space heat ing 0.59
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Heating

no me ter: ac cord ing to heat ing power, 108.80

es ti mated me dium out side and in side 

tem per a ture with in tro duc tory me ters 0.0988 LTL/kWh

Hot wa ter

all res i dents 12.73 LTL/m3

Cold wa ter and sew age

for all res i dents 3.11 LTL/m3

Re mark: res i dents pay for cold wa ter ac cord ing to con sump tion, 
if res i dents do not have a me ter, they pay a monthly rate based on 4.2 m3 per per son.

Rent of non-privatized flats LTL/m2 per month

oc cu pancy un til 1997 0.20

oc cu pancy af ter 1997, res i dents with so cial sup port 1.70

com mer cial price 5.00 LTL/m2 

House (with pri va tised and non-privatised flats) ac tual cost/m2

Su per vi sion of heat ing and in door hot wa ter sys tems

wa ter heated in com mon boiler-house 0.09 LTL/m2

wa ter heated in the house’s heat ing sta tion 0.27 LTL/m2

wa ter heated with a tu bu lar heat exchanger 0.37 LTL/m2

Gar bage re moval

2.27 LTL/per son

liq uid gar bage 0.99 LTL/per son

if there are re fuse chutes in the house 0.75 LTL/per son

Cleaning com mon ar eas

stair case clean ing 0.75 LTL/per son

base ment clean ing 0.03 LTL/per son

stair case and base ment clean ing 0.78 LTL/per son

Light ning com mon ar eas

ac cord ing ac tual cost

An tenna

Pay ment de pends on which firm su per vises af ter it: 0.83 or 1.00 LTL/per month;

Re pairs

ac cord ing ac tual cost.

Ad min is tra tion

Mu nic i pal ity has not a con firmed tax for ad min is tra tion, mu nic i pal ity de ci sion is un der

dis cus sion. There is a fore sight ad min is tra tion tax – 0.12 LTL/m2 in this de ci sion. 

Ev ery dis trict has its’ own ad min is tra tion tax, de fended by dis trict and con firmed by

mu nic i pal ity. Also in this de ci sion is fore sighted ac cu mu la tion tax – 0.18 LTL/month with 

co ef fi cients of cor rec tion ac cord ing to the year in the house was built.

Lifts

269.98 or 344.19 LTL/month de pend ing on which firm su per vises it.

Re mark: all tar iffs and taxes are set by the Mu nic i pal ity ex cept for elec tric ity, 
which is set by Gov ern ment.
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Es to nia

Re pub lic of Es to nia Prin ci ples of Own er ship Re form Act (Eesti Vabariigi
omandireformi aluste seadus) (RT 1991, 21, 257 *).

The Re pub lic of Es to nia Land Re form Act (Eesti Vabariigi maareformi
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Land Reg is ter Act (Kinnistusraamatuseadus) (RT I 1993, 65, 922)
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Lat via
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5 May 1989.
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Par lia ment on the 10 July 1990.

Law on Ru ral Land Re form in the Re pub lic of Lat via (Par zemes reformu
Latavijas Republikas lauku apvidos) was passed in the Par lia ment on the 
21 No vem ber 1990.
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On Es tab lishing Land Com mis sions and Units for Land Sur vey (Par zemes
komisijam un zemes iericibas dienestiem). De ci sion by the Pre sid ium of
the Par lia ment the 22. No vem ber 1990.

On the Ex e cu tion of the First Part of the Ru ral Land Re form in the Re pub lic
of Lat via (Par Latvijas Republikas lauku apvidos realizejamas zemes
reformas pirmas kartas istenosanu). Reg u la tions es tab lished by the
Pre sid ium of the Par lia ment on the 21 Feb ru ary 1991
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On Mea sures to Se cure the Land Re form in the Cities of the Re pub lic of
Lat via (Par pasakumiem zemes reforma nodrosinasanai Latvijas
Republikas pilsetas). Par lia ment res o lu tion on the 12 June 1991.
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Methods for Land Al lo ca tion in the Privatisation of Multi-storey Apart ment
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En vi ron men tal Pro tec tion and Re gional De vel op ment of Lat via.

Lith u a nia

Law on the Pro ce dure and Con di tions of the Res to ra tion of the Rights of
Own er ship to the Ex isting Real Prop erty. 18 June 1991, No. 1–454.

Res o lu tion of the Su preme Coun cil of the Re pub lic of Lith u a nia re gard ing the
Pro cess of En force ment and Ap pli ca tion of the Law of the Re pub lic of
Lith u a nia on the Pro ce dures and Con di tions of the Res to ra tion of
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Re pub lic of Lith u a nia. Gov. De ci sion 30 April 1992 No. 316.
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