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Varieties of Housing Finance in Historical Perspective: 
The Impact of Mortgage Finance Systems on Urban 
Structures and Homeownership

Introduction

This paper begins with a humble statement: the structure of housing �nance matters to 
the constitution of housing systems, both now and historically. This sentiment may ap-
pear trite to some readers. Nevertheless, there exists, within the �elds of housing studies 
and political economy, an ostensive reticence to take the sphere of housing �nance seri-
ously.1 Instead, as Manuel Aalbers and Brett Christophers (2014) observe, scholars with 
an interest in housing tend to view housing in purely policy-related terms, abstracted 
from the wider politico-economic and �nancial dynamics of housing system develop-
ment through time � the study of which is often seen as the reserve of scholars special-
izing in niche areas of �nancial and banking history.2 Contemporaneously, the sphere 
of housing �nance is often neglected by �nancial historians, who have focused instead 
almost exclusively on company �nance (Fohlin 2012) � with the perennial discussions 
about universal banks, capital markets, and economic growth � or government �nance 
and debt (Reinhart and Rogoff 2010). Such disciplinary disconnect is, we believe, puz-
zling when one considers the centrality of housing systems � and the �nancial systems 
underpinning them � to contemporary business cycle dynamics, and macroeconomic poli-
cy decision-making in OECD countries today (Jordà, Schularick, and Taylor 2016, 140).3 
The task of understanding how the historically and geographically variegated trajecto-
ries of mortgage market dynamics in OECD countries have shaped, and continue to 
shape, housing system development, then, is an important one.

In this paper, we argue that the complexion of housing �nance systems, both now and 
historically, has a signi�cant bearing on a number of core indicators which are gener-
ally considered to be of central concern to housing scholars, including housing form, 

Authors are in alphabetical order. We thank Manual Aalbers, CØline Vaz, Tod Van Gunten, David 
Gosselin and Ewald Engelen for their help.
1	 While housing scholars (Aalbers and Christophers 2014; Schwartz and Seabrooke 2008) have 

begun to look at the sphere of housing �nance with more rigor since the Global Financial Crisis, 
much of this body of research is focused on developments since the 1990s and is preoccupied 
with the phenomenon of �nancialization, however de�ned. Mark BolØat�s (1985, 483) claim 
that there is a �marked lack of knowledge about housing �nance systems,� then, seems as perti-
nent now as when the claim was made in 1985.

2	 These latter disciplines, too, often tend to isolate the study of housing �nance from the broader 
workings of the housing system (see BolØat 1985), and there is little comparative work in this 
arena (Verdier 2000, 284).

3	 After all, the size of private mortgage debt is larger than corporate and government debt in 
countries such as Denmark and the Netherlands.
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tenure composition, and urban development. Using a unique collection of historical 
city and country-level data, we claim that cross-national differences in institutional 
forms of housing �nance provision, which emerged during the long nineteenth century, 
were ultimately the products of attempts by a range of state and non-state actors to 
mobilize capital during periods of dramatic demographic transition, and/or as respons-
es to exogenous city-level shocks. Further, we argue that these historically differentiated 
trajectories in housing �nance provision have left enduring institutional and behav-
ioral legacies which can go some way in helping to account for cross-national differ-
ences in urban form and tenure composition to this day. Ignorance of the historical 
importance of housing �nance to the constitution of housing systems is then, in our 
view, an oversight.

The story of capital mobilization during the long nineteenth century manifestly played 
out differently in different jurisdictions, as we will explore here. Nevertheless, the type 
of housing �nance system that emerged during this formative period (deposit-based 
vs. bond-based), and the level of state involvement (or lack thereof) in national hous-
ing �nance systems, have all left distinct and enduring legacies. These differences, we 
contend, can be attributed to the relative levels of economic and �nancial backwardness 
that existed immediately prior to countries� industrial and urban ascents, as well as to 
differences in national legal traditions (common vs. civil law), demography, and lev-
els of democratization. In all cases surveyed here, the need to resolve impediments to 
capital mobilization in the face of demographic change and growing demand for hous-
ing credit created the fulcrum around which class and sectoral con�icts were played 
out, and legal factors and levels of democratization played an important conditioning 
role. State-sponsored support for national housing and �nance systems prior to the 
First World War was, more often than not, a politically expedient response, at �rst to 
agrarian demands for credit, and later � as urbanization created ever-greater pressures 
on towns and cities from the 1870s onwards � demand for housing-related credit in 
towns and cities in the face of a burgeoning proletariat and the threat of working-class 
militancy. We argue that the degree of state-sponsored �nancial support to housing 
�nance systems during this period, broadly speaking, can be seen as contingent upon 
the level of �nancial maturity prior to industrial take-off. Such an explanation provides 
an important (and novel) explanatory variable in our analysis to explore both how and 
why housing �nance systems � and in turn, housing systems more generally � evolved 
distinctly and path-dependently throughout Europe and the West.

To account for these cross-national differences, we draw theoretically upon Alexander 
Gerschenkron�s theory of economic backwardness, noting that the variegated forms of 
housing �nance systems that emerged throughout Europe and the West during the long 
nineteenth century harmonize well with the Gerschenkron-inspired company �nance 
typologies (Verdier 2002b); that is to say, capital-market countries depended on special-
ized deposit-based institutions in the mortgage sector, while countries with universal 
banks tended to develop bond-issuing mortgage banks. Yet, as far as we are aware, no 
attempt has been made to apply a Gerschenkronian framework to the study of cross-
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1	 Housing, �nance, and late development: A review of literature and the 
theoretical framework

The task of this review of the literature is to critically engage with the well-established 
typological categories, which have been thoroughly rehearsed and relied upon within 
the �elds of housing studies and �nancial history over the past few decades. We begin 
with an overview and critique of housing studies literature. Here, we argue that the 
failure of this �eld to properly engage with the sphere of housing �nance (both em-
pirically and conceptually) has led to a series of omissions and oversights, which may 
help to explain why the typological groupings which housing scholars so often rely 
upon (liberal market vs. social market; residual welfare state vs. mass welfare state) so 
often confound closer empirical scrutiny. Following this, we explore �nance literature. 
Although this predominantly focuses on the historical development of company credit 
�nance, we contend that this strand of literature, which draws inspiration from Ger-
schenkron, calibrates well with the historical development of housing �nance systems. 
Taking this premise forward, then, we �nish this section with an outline of our theoreti-
cal approach. We argue that Gerschenkron�s theory of economic backwardness can offer 
much explanatory insight vis-à-vis the origin of national housing �nance systems.

Housing

As noted in the introduction, there is a general conceptual and empirical disconnect 
between the study of housing and housing �nance in mainstream housing studies and 
the political economy literature. Each domain, it seems to us, is treated as disciplinarily 
discrete, and housing researchers have generally paid little attention to the historical in-
stitutional apparatuses of housing �nance � and still less to the implications of housing 
�nance provision on housing form and tenure composition. Considering that funda-
mentally, housing �nance is what allows for the production and consumption of housing 
(King 2009, 3), this strikes us as an extraordinary oversight. Instead, the main focus in 
housing studies tends to lean towards purely politically driven, ideological explanations 
in order to explain patterns of divergence and/or convergence in Europe and elsewhere 
(particularly the so-called Anglo-Saxon economies).

One of the �rst attempts to classify housing systems along comparative lines goes back 
to Donnison (1967), who made a distinction between the comprehensive housing policies 
of much of Western Europe, and the assisted free-market approach of the USA. The main 
variable Donnison deploys is the degree of governmental intervention in the provision 
of social housing. Re�ning these distinctions, Jim Kemeny (1995; 1981) argues for the 
existence of two discrete housing system typologies: the mass welfare housing model 
(or unitary rental system) apparent in the Germanophone countries and Scandinavia, 
and the �Anglo-Saxon,� pro�t-maximizing model (or dualist rental system). In the for-
mer, universally accessible public housing competes directly with the private rental sec-
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states (i.e., southern Europe) also have a high prevalence of multi-dwelling buildings. 
Scandinavia too, until very recently,5 has often been seen as a homogenous housing 
region, but a closer examination reveals vast differences vis-à-vis housing form, tenure 
composition, and urban concentration. Further, these studies also fail to acknowledge 
that many of these trends are relatively recent phenomena: only in the 1970s did the 
level of homeownership exceed 50 percent in Britain. The claim that tenure composi-
tion and urban form are inextricably linked to the composition of welfare states and 
societal predilections towards �solidarity� and �mass welfare,� then, is conceptually and 
empirically weak, and such claims are often made on the basis of static, cross-sectional 
comparisons which take little heed of the history of housing system development � es-
pecially pre-WWII history.

In terms of causality then, we suggest a different approach. Of all the renowned hous-
ing studies reviewed above, nearly all neglect the sphere of housing �nance. Even those 
that do address �nancial concerns assume that the characteristics of a country�s welfare 
state and levels of inequality should translate into levels of mortgage debt � a proposi-
tion which is highly questionable (M. Kuhn, Schularick, and Steins 2015). Furthermore, 
while comparative, all of the studies lack a historical component. Taking the empirically 
sound view that historical building form does indeed correlate with contemporary ten-
ure status stretching over a century (Kohl 2016), we suggest that the phenomena and 
patterns of divergence studied by the scholars above (in terms of tenure composition 
and urban form) are the products of far more enduring, differential patterns of housing 
�nance system development which date back to the long nineteenth century. To theoreti-
cally develop this idea further, we now examine company �nance literature and seek to 
adapt it to the housing �nance system typologies outlined in the introduction.

Finance

One of the most established typological schemata in the world of countries� �nancial 
structures is threefold and derives from Gerschenkron (1962). In the �rst type of coun-
try (the later-industrializing nations such as Germany), companies were �nanced by 
large universal banks (bank-led). Wherever those private banks were of no avail to late-
industrializers, and where the capital base was insuf�cient, the state itself occupied the 
role of accumulating capital to �nance companies (state-led), as was the case in back-
ward countries such as Russia. Both types are contrasted to the market-led �nancing 
in countries such as the UK, the USA, or Belgium (the early industrializers) where the 
deposit base and securities markets for trading company shares were much more devel-
oped. Moreover, once countries were set upon one of these paths, they usually endured 
there over the century. These distinctions are still used today, even though they are seen 
more as ideal types to which all countries pertain as hybrids (Fohlin 2012; Zysman 1983).

5	 See Bengtsson et al. (2006).
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Different explanations have been put forward to account for cross-national differences 
in �nancial structure (Fohlin 2000; Verdier 2002b). A �rst approach is purely economic: 
the earlier a country�s industrialization, the more markets and not banks determined 
the structure and composition of company �nance (Gerschenkron 1962); the higher a 
country�s GDP, the more it moves from person-to-person �nancial relations to �nance 
being mediated by banks and capital markets (Goldsmith 1969). A second approach 
relies on legal factors: Common law countries tend to offer better protection for inves-
tors (and thus for capital markets) and for smaller peripheral banking structures. A 
third approach focuses on the in�uence of political factors: in centralized states with 
fragmented deposits and a reliable last-resort lender, universal banking tends to emerge 
(Verdier 2002b).

The literature has been very much focused on the role of �nance for company credit �-
nance and the importance of universal banks. We complement this research by looking 
at mortgage �nance as undertaken by the important specialized housing �nance institu-
tions which emerged throughout much of Europe and the West during the long nine-
teenth century. Our explanation draws upon each of the explanatory traditions from 
the world of company �nance by showing how economically backward countries with 
civil law traditions and an agricultural elite were more likely to develop bond-based 
mortgage banks than other countries.

Gerschenkron�s theory of economic backwardness

Gerschenkron (1962) set about the task of trying to explain the variety of outcomes that 
the single historical process of industrialization had generated as it spread across Europe 
(Rosenberg 2013, 202), and adapting Gerschenkron�s framework has provided fertile 
terrain for a multitude of scholars focusing on the development of credit �nance and 
economic development more generally (see: Forsyth and Verdier 2003; Nordvik 1993; 
Rosenberg 2013; Selwyn 2011; 2002a; Verdier 2000). The premise of Gerschenkron�s 
theory is simple and revolves around examining the methods by which capital is mobi-
lized during the industrialization process. He identi�es three temporally bound stages, 
beginning with the �rst industrializer: Britain. Britain�s accumulated private wealth and 
well-capitalized merchant banks were suf�cient to mobilize resources for the purpose of 
investment in �primitive� technology and manufacturing plants. Family fortunes, small 
loans, and the reinvestment of pro�ts from initial investments, then, provided the blue-
print for industrial investment in Britain during her industrialization (Landes 1999, 275).

Gerschenkron observed, however, that this process and these means were not repeat-
ed one-to-one elsewhere, noting that subsequent industrial development in relatively 
more backward European countries relied on different methods and means of capital 
mobilization. In the less advanced second group of industrializers, the moderately back-
ward countries of Germany, Denmark, and Austria (which lacked the aforementioned 
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2	 Historical mortgage �nance markets

Modern mortgage �nance institutions developed mostly in the second half of the nine-
teenth century in OECD countries as part of the overall establishment of countries� 
banking systems. The tradition of lending on property was by no means novel (Hro-
madka 1971), but the displacement of personal credit relations by banks acting as �nan-
cial intermediaries on a large scale was a new phenomenon. The mid-to-late nineteenth 
century, then, was the period in which the traditions of informal and unmediated per-
sonal credit relations were steadily eroded and displaced by formal, institutional credit 
transactions mediated by �nancial institutions, and mortgage credit was no exception 
here. That being said, informal, person-to-person credit networks (within families or 
ethnic networks, or mortgages mediated by networks of notaries) still played an impor-
tant role and persisted well into the twentieth century in much of the West to varying 
degrees (Clemens and Reupke 2008). However, to the extent that rapid urbanization 
created capital shortages in local markets, eroded traditional informal religious and 
ethnic networks, and made the purchasing of urban real estate a pro�table industry, 
countries developed organized systems of mortgage intermediation.

The degree to which the institutionalization of mortgage markets took place during 
the latter half of the nineteenth century, and the types of mortgage intermediation 
that developed during this process, differed across countries, as noted above. Nearly all 
developed specialized housing �nance institutions whose main (and often only) func-
tion was to supply mortgages. These special circuits persisted for about a century, when 
�nancial liberalization in the 1970 and 1980s led to the integration of many of these 
specialized banks into the overall capital market. In the following section, we character-
ize and historicize four different ideal type con�gurations which emerged during the 
long nineteenth century, roughly comparable to BolØat�s (1985). The fourfold distinction 
can be summarized along two dimensions: the degree to which �nance is centralized, 
and the degree to which �nance is intermediated by institutions (see Table 2).

We now present these chronologically, in accordance with the increasing degree of capi-
tal centralization.

Table 2	 Varieties of historical mortgage �nance

Degree of banking maturity  
and centralization

Centralized Decentralized

Banked Mortgage bond-based Deposit-based

Unbanked State-based Direct �nance
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Direct �nance

Direct modes of �nance (i.e., those not mediated by banks or state institutions) can take 
a variety of different forms. They often, but not always, correlate with a low level of �-
nancial development and thus describe the type of �nance found in pre-capitalist societ-
ies, or in developing countries today (Chiquier and Lea 2009, 30). However, this form of 
�nance also characterizes a minor (or in some cases, even dominant) part of �nancing in 
the OECD countries under study here, even as late as the late nineteenth century. Taken 
to extremes, direct �nance might not involve any credit relationship at all and may just 
mean very high down payments or levels of self-build. In German-speaking countries 
(Kurz 2004), high down payments are still quite regular, and particularly countries with 
a tradition of building wooden single-family houses, such as Canada (Harris 1996) or 
Finland (Ruonavaara 1999, 99), have high rates of self-build units even today.

Once this subsistence mode of production no longer satis�ed demand, external credit 
relations were entered into, based on kinship, neighborhood, or notary trust. In such a 
system, capital is local and remains mostly local in its use. While legal frameworks may 
have been established, lending was primarily based on informal, personal relationships 
between borrower and lender, possibly involving a non-bank intermediary such as a 
solicitor. Such lending secured against real estate may not even have been publicly reg-
istered (making it dif�cult to quantify) and even persisted in highly banked mortgage 
environments: �Estimates suggest that in 1900 traditional intermediaries were doing 
between 32 and 65% of mortgage lending in Britain, Germany, and the United States 
too, even though they all had highly developed �nancial systems and large mortgage 
markets� (Hoffman, Postel-Vinay, and Rosenthal 2015). Prior to the early 1920s in Swe-
den, for instance, it is estimated that over 25 percent of households� liabilities were in 
the form of informal debts (Waldenström 2016), most of which were secured against 
mortgages (Lindgren 2002).

In Germany, this �gure is estimated to have been even higher, with around 54 percent 
of all mortgage lending in 1914 supplied by informal, person-to-person credit networks 
(Lütge 1949, 355); and in the USA, that �gure is estimated to have been as high as 
75 percent in the 1890s (Frederiksen 1894). Estimates for France in 1899 attribute 83 
percent of all loans to the traditional notary networks (Hoffman, Postel-Vinay, and 
Rosenthal 2015), as was still the case for 40 percent of loans in Belgium as late as 1939 
(God�rnon 1958; van Put 1966). If one includes, for instance, the non-registered, in-
terpersonal mortgages, then an estimated 90 percent of all mortgages in Canada were 
interpersonal around 1900 (Harris and Ragonetti 1998). The same holds true for south-
ern European countries such as Portugal or (southern) Italy, where institutional mort-
gage banking remains lower than in other countries to this day. This type of �nance 
survives even the development of dense banking systems such as Switzerland�s and is 
estimated to amount to up to one-third of all mortgages following the Second World 
War (Morgenthaler 1962). Though often still high in number, their volume is often 
relatively small and restricted to non-primary mortgages. 
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In France, Germany, and Belgium, these networks were mostly organized by notaries, 
as they had privileged access to information through the legal property inscription 
process. In England, solicitors organized similar networks (Muthesius 1982, 20; Of-
fer 1981, 11). In Spain, mortgage cooperatives were already a much more organized, 
club-like mutual provision of mortgage credit (Vorms 2012, 186). One other type of 
capital collection outside of the banking circuit and similar to the cooperative mode 
of capital accumulation was the apartment house building, where individual future 
apartment owners pooled capital � directly or via a real estate or construction �rm 

� to build a multi-story structure with �horizontal ownership.� Especially in the capital-
scarce interwar years, this mode of direct �nance became a popular means to overcome 
the breakdown of the capital market, especially in southern Europe. Between 1925 and 
1938, for instance, 75�90 percent of new units constructed in Italian cities were in the 
condominium form (Wander 1947, 32), and in post-WWII Rome this number was over 
90 percent (Schärpers 1956). This form of capital-pooling for apartment construction 
was also a traditional means of city reconstruction after disasters such as in Genoa or 
Rennes (Raymond 1971).7 These decentralized, bottom-up forms of capital formation 
can explain how larger, multi-unit building projects could emerge without a reliance on 
organized capital markets. 

Deposit-based �nance

In the second type of mortgage �nance model, deposit-collecting institutions are the 
most important. These include a broad gamut of different institutions. There are the 
specialized deposit-based institutions specializing in housing, such as the mutual build-
ing societies, and the more universal banking institutions such as savings banks, whose 
deposits are only partially used for extending mortgage credit.8 The same holds true for 
another type of universal deposit bank, namely credit cooperatives.9 Contrary to Euro-
pean savings banks, which were top-down institutions mostly founded and governed 
from above by municipalities or philanthropists, credit cooperatives were member-
based, bottom-up institutions that collected members� deposits to give out loans, often 
for business and not mortgage purposes (Aschhoff and Henningsen 1995). Virtually all 
Anglo-Saxon countries developed building societies, which retained the dominant mar-

7	 In Scandinavian countries, the early cooperative housing associations served a similar purpose 
prior to the First World War (Słrvoll 2013, 106), whereas central European countries rather 
relied on municipal and non-pro�t rental housing (G. Kuhn 2007).

8	 Thus, US mutual savings banks invested about 50�75 percent into mortgages until the 1940s 
(Lintner 1948, 53); German Sparkassen had invested 63 percent into mortgages in 1913 (Pohl 
2005, 69), with a Prussian law even restricting this amount to 40 percent to avoid shortages for 
the Sparkassen�s municipal �nances; and 68 percent of loans issued by Swedish savings banks 
were mortgages in 1910 (Nygren 1985).

9	 For example, credit unions and mutual savings banks, which followed the ideas of Schulze-
Delitzsch and Raiffeisen.
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tem when compared with savings accounts, they did not become a central part of the 
�nance systems nor a specialized banking institution (van Put 1966). Instead, private 
savings banks continued to support the many individual housing construction projects, 
whereas the state pension savings bank was the driver behind the garden city movement 
and owner-occupation (Smets 1977). Belgian building societies dating from the 1850s, 
in turn, remained unimportant as the state preferred homeownership support through 
its own credit societies.

Finland, the most economically backward country in Northern Europe (and until 
1917, a Grand Duchy within the Russian empire), was late to develop an organized 
credit market.14 Finland�s various attempts (mainly short-lived and ill-fated) to estab-
lish bond-issuing mortgage institutions with state support make it dif�cult to catego-
rize it. With a weak money supply and limited domestic demand, the few bond-based 
mortgage institutions that did exist were forced to issue their bonds abroad (mainly in 
Germany), denominated in gold (Kuustera 1994, 137). This made them susceptible to 
exchange rate losses (Andersen and Kauko 1996, 35), and the weak position of the Finn-
ish markka was a constant problem for the Finnish mortgage institutions. The 1920s 
can be seen as an interlude in the otherwise lackluster development of a bond-based 
mortgage system in Finland. In 1929, the mortgage institutions had a mortgage market 
share of 42 percent in urban areas (ibid.), but this was not to last. Following the Great 
Depression and the devaluation of the markka, these institutions suffered great losses 
and their market share collapsed (ibid.). Despite moderate state support, then, these 
institutions ultimately had a very limited impact. It was only after the Second World 
War that a semblance of �nancial stability was reached. Thenceforth, Finland would rely 
on a combination of direct �nance and deposit-based lending from savings and com-
mercial banks, with state support for owner-occupiers and municipalities in the form of 
subsidized loans from 1948 onwards (Esping-Andersen and Korpi 1986, 64).

Bond-based �nance

The third mortgage �nance type relies on the sale of mortgage bonds in order to origi-
nate mortgages, imitating government and railroad securities. These bonds are known 
under a variety of names: Realkreditobligation, ktematekes omologies, cØdula hipotecaria, 
cartella fondiaria, obbligazione fondiaria, obligation fonciŁre, lettre de gage, pandbrief, ob-
rigaçªo hipotecÆria, bostadsobligation. They compete on the capital markets directly with 
other types of security (mostly domestically, but also abroad depending on the degree 
of �nancial maturity within any given country at any given time) and proliferated in the 
urban centers of the moderately backward countries during their urban expansions in 
the mid- to late nineteenth century. These institutions are well integrated into the over-
all capital market, unlike building societies and credit cooperatives. While the special-

14	 In 1850, there was only one bank (the Bank of Finland) in Finland (S. Andersen 2011, 108).
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companies issuing bonds emerged to develop the American West; and specialized mort-
gage companies were behind the 1920s� apartment boom in the US Northeast. These 
investment capital injections have been very cyclical (Lescure 1983), only concerned the 
uppermost market segments (Lescure 1982, 207�9) and more concerned with construc-
tion and developing pro�ts than with long-term investment. Special colonial investment 
companies also issued so-called mortgage debentures, which were de facto only backed 
by banking capital and not by colonial real estate. Thus, particularly from the capital-rich 
countries, Dutch, Belgian, French, and British capital was channeled into these invest-
ment companies rather than into domestic mortgage bonds (Schulte 1917) � whereas in 
the old European countries, this source of �nance was a boom-time exception.22

State �nance

The state �nance type is the most centralized of all but generally foregoes the sale of 
specialized housing bonds. Instead, it uses state resources from centralized state savings 
bank capital, mandatory state pension funds, or treasury funds. Sometimes the cen-
tralized mortgage banks are also simply used for this purpose � for example, when the 
French CrØdit foncier was charged with lending state subsidies to mortgagees. Examples 
of this type are the Belgian Caisse GØnØrale d�Øpargne et de retraite, which centralized 
savings banks and pension deposits to redirect them to small mortgages (Schulte 1918a), 
or the French equivalents Caisse nationale des retraites et de la veillesse and the Caisse 
des dØpôts et consignations (Frouard 2012, 118ff.). Another example is the nationaliza-
tion of life insurances in Italy in 1911 as the Istituto Nazionale delle Assicurazioni (INA), 
later used for state-led housing construction (Piluso 2012). In many countries, the early 
social security funds served as long-term capital for �nancing government-subsidized 
housing construction, often directed toward homeowners. While some states could rely 
on existing networks of non-pro�t housing associations, others had to use municipal 
institutions or build up central state institutions from scratch.

Two phases of state-driven housing �nance can be observed. The �rst occurred in the 
nineteenth century, predominantly in the economically backward countries. Nine-
teenth-century Norway provides a good example of the state �nance mode during the 
establishment phase. Gaining formal independence from Sweden in 1905, Norway�s eco-
nomic and �nancial fundamentals were closer to that of Russia�s, if not worse. Its limit-
ed domestic capital base meant that the Norwegian State Mortgage Bank, established in 
1852, played a central role in long-term lending for housing construction (Lange 1994, 
791), but this story played out across the Norwegian capital market. As Even Lange 
notes, �One reason for the predominance of public sector banking institutions was their 
superior ability to mobilize foreign capital for domestic purposes.� Lange further com-

22	 The Dutch overseas mortgage banks, for instance, had outstanding bond volumes that amount-
ed to 26 percent of the urban mortgage banks in 1912 (Eberstadt 1914, 333).
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ing construction prior to the 1920s, most countries tended towards the construction 
of more multi-unit dwellings in this state �nance period. By the 1970s, however, most 
countries resumed their previous high levels of single-family housing construction.

3	 Exploring some explanatory hypotheses

During the course of the long nineteenth century, industrializing countries developed 
their systems of urban mortgage �nance, whose basic pillars can still be recognized 
today. However, as we explored above, despite undergoing similar historical processes 
(industrialization and urbanization), countries developed a variety of mortgage �nance 
regimes. While most countries moved from a direct �nance mode to some degree of in-
stitutionalized banking �nance (whether deposit-based or bond-based), and while most 
countries shared a high degree of state �nancing in the 1920�1970 period, these similar 
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S190–194; Denmark: Danmarks Statistik; France: Ministère de l’Équipment; Germany: Destatis, via 
Sensch (2010); Sweden: Statistik centralbyrån; Switzerland: Bundesamt für Statistik, Neubau; USA: 
USCB (1966).
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4	 Discussion

Having surveyed historical, cross-national differences in housing �nance provision and 
possible explanations for them, we now need to make sense of the legacies which these 
differential systems of housing �nance provision created vis-Æ-vis housing and the built 
environment in urban centers. Our underlying premise is simple: that the capacity of 
actors within a housing system to mobilize �nancial resources in�uences building type 
and building form over the long run of housing system development. That is to say, the 
manner in which mortgage �nance is structured is of central importance to the consti-
tution of housing systems, both historically and contemporarily. This paper has so far 
identi�ed institutions of proto-industrial credit as important historical templates for 
the institutional urban mortgage �nance systems that developed during the latter half 
of the nineteenth century and the early part of the twentieth century in Europe and 
other OECD countries � but what of the implications for urban form and concentra-
tion during this period and beyond?

Why building form differed so markedly across Europe and the USA (both regionally 
and internationally) was of concern to many housing scholars, economists, and govern-
ment commissioners at the beginning of the twentieth century. The German economist 
and city planner Rudolf Eberstadt noted that the further east you go in Europe, the 
higher population (= building) densities you have (Eberstadt [1909] 1920, 6, 574), and 
a Swedish Housing Commission report from 1920 also noted the existence of what it 
termed a West European single-family area, which included Britain & Ireland, the Low 
Countries and the Rhineland (Bostadsräkning 1920, 83).25 Indeed, the extensive British 
Board of Trade investigations into the housing conditions of over 100 cities in Ger-
many, France, Belgium, Britain, and the USA around 1907 found a similar geographical 
cleavage line (Board-of-Trade 1908). Our Figure 9, below, is a reconstruction of this 
geographical division around 1900. While these differences in urban form were (and 
mostly still are) easily notable, causal explanations for these variations are generally not 
so forthcoming.

Already, contemporaries such as the German economist Andreas Heinrich Voigt (1905) 
asked: �Why are not �ve-storey buildings being constructed in � English towns?� (cit-
ed in Forsell 2006, 168). His answer was that, unlike in Berlin, it was simply not pro�t-
able (ibid.). As interesting as the question Voigt poses may be, his answer is somewhat 
unsatisfactory: akin to saying that London and Berlin differ in terms of housing and 
urban form because they do. Such explanations, then, tell us little about why building 
tenements in Berlin, Vienna, Copenhagen, and Stockholm was considered pro�table, 
while in the major cities of England and Wales, Ireland, Belgium, and the Netherlands, 
tenements (while present) were much less common and therefore (presumably) also 
considered less pro�table.

25	 To this group we could also add the USA, excluding certain cities (notably: New York, Boston, 
and Chicago), Australia, Canada (without MontrØal), and New Zealand.
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One mechanism through which the historical bond-based system made its in�uence felt 
was through the very cities it helped to construct. The historical building density that 
we measured persons per dwelling around 1900 has a lasting negative impact on the 
homeownership rates: the more a city developed multi-unit buildings in the nineteenth 
century, the lower its homeownership rate today. While this negative relationship holds, 
the regression line �ts the data only to a certain extent. In fact, rather than covering 
most city points, it instead divides them quite neatly between cities above the line, where 
apartment (southern Europe) or cooperative ownership (northern Europe) in multi-
unit buildings became institutionalized quite early (1920s or earlier), and cities below, 
where single-family dwellings began to spread only from the 1970s onwards (central 
continental Europe). Controlled for these legal changes, however, the historical building 
density still predicts urban homeownership rankings today (Figure 11).

Finally, comparable again to company �nance, there is a path dependency component 
in mortgage �nance systems. Emerging in the long nineteenth century, they underwent a 
period of state intervention between the 1920s and 1970s and liberalization and renewed 
internationalization thereafter. Until the 1970s, however, when countries began to inte-
grate their special circuits of housing capital, the nineteenth-century institutions largely 
survived. But even beyond the 1970s, these institutions can help us to understand why 
some countries embarked on the path of (off-balance sheet) securitization while others 
did not. It is interesting to note that countries which did not develop a system of bond-
based mortgage banking extensively during the nineteenth century, and which instead 
relied on deposits, have tended to opt for securitization (MBS). However, countries that 
developed bond-based mortgage systems during the same period remain predominantly 
bond-based today. Their modern variants issue covered bonds, and their share of the 
overall mortgage market today is (broadly) consistent with historical averages.

5	 By way of conclusion

We conclude by relating some of the relationships in our �ndings to the broader ques-
tions raised in the housing and �nance literature surveyed above. Countries� �nancial 
systems have most often been characterized by their function at the level of company �-
nance. Universal bank systems are opposed to the market-based systems that developed 
in the nineteenth century, which persisted for at least a century. The oldest, and still 
relevant, explanation comes from Gerschenkron: late industrialization set countries on 
the path of universal banking; and in relation to housing �nance, these same moderately 
backward countries tended to opt for bond-based housing �nance systems.

Our analysis of mortgage �nance systems offers an interesting complement to this es-
tablished view: countries differ in the extent to which they have developed bond-based 
or deposit-based mortgage �nance, with direct or state �nance as outer boundaries. 
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new purchases, there was less incentive to amortize, property prices rose as a function 
of new credit demand, and a country tended to enter the stage of overall mortgage in-
debtedness. 

Finally, our research has posed a challenge to established typological categories in the 
�elds of housing research and comparative political economy. We �nd little evidence for 
the existence of housing systems that are structured along the lines of welfare ideologies 
per se, and here, the Nordic countries provide good illustrations. Housing scholars often 
refer to the Nordics as a homogenous housing system group (Turner, Jakobsson, and 
Whitehead 1996; Kemeny 1995).28 Yet, as our analysis has shown, Denmark and Sweden, 
which occupy our bond-based �nance model, differ markedly in terms of urban form 
and tenure composition from Norway and Finland, which feature in the state/deposit 
model and whose housing systems are more akin to Anglo-Saxon Britain in terms of 
the historical levels of homeownership and housing form. Similarly, the Dutch housing 
system, often grouped with Denmark, Sweden and Germany in accordance with wel-
fare typologies (see Kemeny 1995), is far more re�ective of the deposit-based group of 
Britain, Belgium, and the English-speaking former colonies. Thus, we have illustrated 
that these housing stock variables (housing form and tenure composition) are not nec-
essarily re�ective of postwar welfare ideologies, but of far more enduring factors, which 
are easily overlooked when scholars refuse to take the historical dynamics of housing 
�nance seriously.
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