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URBAN REGENERATION TO SHELTER THE POOR IN CITY
CENTRES

RESUMO

A cidade do Porto (Portugal) — cujo centro historico esta classificado como patriménio
cultural da humanidade pela UNESCO - depara-se com uma pressao imobiliéria crescente e

tendencialmente gentrificadora.

Considerando a existéncia no Porto de 957 nucleos de “ilhas” (pequenas habitaces alinhadas,
construidas a partir do século XIX, destinadas a alojar as classes trabalhadoras, e que
pertencem a cidaddos socialmente desfavorecidos), e 0 compromisso dos autarcas do Porto
com os seus cidaddos no sentido da preservacdo das caracteristicas (sociais, econémicas,
historicas e culturais) intrinsecas da cidade — este artigo relata os objetivos, metodologias,
resultados e conclusdes de um estudo de consultoria desenvolvido para a Camara Municipal
do Porto. E proposta uma politica — que engloba a sustentabilidade ambiental, a coesdo social
e a viabilidade econdémica — de reabilitagdo das “ilhas” localizadas no centro histérico do
Porto ou préximo dele, assente na preocupacdo de assegurar melhores condi¢des habitacionais
as familias mais desfavorecidas que ai tém tradicionalmente vivido. E especificamente
desenvolvido um estudo de caso para as “ilhas” localizadas na area de reabilitagdo urbana de

Santos Pousada.

Este estudo comeca com a realizagdo de inquéritos e entrevistas a populagdo, conjuntamente
com a caracterizagdo das “ilhas” e das suas respetivas habitacfes. Atendendo a dimens&o
média das familias (cerca de trés pessoas), a taxa média de ocupagdo das “ilhas” (56.9%) e a
dimensdo média dos alojamentos (aproximadamente 35 metros quadrados), é aqui proposta
uma operagdo de reabilitagdo no sentido de duplicar a sua area, assegurando tanto quanto
possivel que a maioria das familias permanecam nas “ilhas” em que atualmente residem.
Foram, seguidamente, avaliados os custos de intervengdo, de acordo com o estado de
conservacdo dos alojamentos, e analisou-se uma ferramenta financeira especialmente dirigida
a reabilitacdo por privados, no sentido de identificar possiveis fontes de financiamento e os
correspondentes montantes. Os custos e rendimentos envolvidos foram, entdo, comparados,

sendo consequentemente sugeridas algumas propostas de rentabilizacdo desta operacéo,




mobilizando os seus atuais habitantes, e preservando o patrimoénio cultural do centro da

cidade em todas as suas dimensoes.

Este estudo mostra claramente de que modo as intervencdes de reabilitacdo urbana permitem
implementar a integracdo e a coesdo social — através da aposta na qualidade e no conforto
habitacionais — recorrendo, simultaneamente, a instrumentos financeiros que permitam
recuperar, pelo menos, parte dos custos envolvidos. Esta proposta afirma-se, assim, como
uma solucdo de compromisso entre o estado-providéncia e as forcas competitivas de mercado,
permitindo atingir um equilibrio sustentavel, atendendo as crescentes dificuldades financeiras

com que 0s municipios se deparam, e que limitam o atingimento dos sues objetivos sociais.

Palavras-chave: politicas publicas; coesdo social; instrumentos financeiros urbanos;

reabilitacdo urbana

ABSTRACT

Porto city (Portugal) — which historical centre is classified as a worldwide heritage by
UNESCO - is currently facing increasing real estate pressure aimed at gentrification and

tourism land uses.

Considering the existence in Porto city of 957 nuclei of ranks of little houses that belong to
deprived people, built from the 19" century on, and aimed at lodging the working class —
usually called “islands” —, and the commitment of Porto political decision makers towards its
citizens to keep the whole features of the city — social, economic, historical and cultural - the
current article reports the goals, methodologies, results and conclusions of a consultancy
study carried out for the Porto Municipality. Its main concern consists in providing deprived
families better housing conditions, still assuring their social inclusion in the centre of cities,
where they have always traditionally lived. Thus a policy is proposed — embracing
environmental sustainability, social cohesion and economic feasibility - to rehabilitate
“islands” located in or near the Porto historical centre. A case study was specifically designed

for the “islands” located in the urban rehabilitation area of Santos Pousada.

First of all population surveys and interviews were carried out, complemented by the
characterization of the “islands” and respective houses. Considering the average dimension of
families (about three people), the average island occupation rate (56.9%) and the average
dwellings” surface (about 35 square meters), a rehabilitation operation was proposed in order

to almost double this surface, assuring as far as possible that most families remain in the




“islands” where they currently live. Then intervention costS were assessed, according to
dwellings” keeping condition. A specific financial tool aimed at private urban rehabilitation
was, then, analysed, in order to identify funding sources and corresponding reachable
amounts. Cost burdens and incomes were then compared, and some policy proposals were
made so to render the operation profitable, involving current inhabitants and preserving all
dimensions of city centre cultural heritage.

This study clearly shows how urban rehabilitation interventions can support integration and
social cohesion — betting on housing quality and comfort —, simultaneously resorting to
financial tools to cover at least part of the involved expenses. So this proposal stands as a
trade-off between the welfare state and competitive market forces, thus achieving a
sustainable balance within the scope of the increasing financial difficulties that more and

more hamper municipalities to achieve social goals.
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1. INTRODUCTION

There are many disadvantaged and vulnerable families that live in under comfort-housing
conditions in city centres. This communication presents the goals, methodology, outcomes
and conclusions of a technical, economic and financial study that assesses how to provide
better dwelling conditions to this people through urban rehabilitation operations, assuring
their stay in the places where they have traditionally inhabited. The current consultancy study
— delivered to Porto town council (Portugal) — is applied, as a case study, to a set of “islands”

located in the urban rehabilitation area of Santos Pousada in Porto city.

An urban rehabilitation area (ARU) consists in a territorial surface characterized by
shortcomings, obsolescence or degradation in buildings, infrastructure, public spaces and
collective equipment’s uses, solidity, safety, aesthetics or health, that justifies an urban
rehabilitation operation, enforced through a specific territorial management instrument or

through an urban rehabilitation detail plan.

An urban rehabilitation operation consists in an integrated set of interventions that unite the
urban rehabilitation of a certain area. The legal enforcement of an ARU involves the
admission of private owners to financial and fiscal incentives and support to urban
rehabilitation, as well as the settlement of tax benefits combined to municipal property taxes
(www.portaldahabitacao.pt).

The ARU of Santos Pousada was enforced by Aviso N.° 1182/2015 — D. R. n.° 22/2015, and
is legally framed by Law n°. 32/2012 that amends and republishes D.L. n°® 307/2009. This
ARU — which discontinuous urban fabric developed during the 19th century and only became
consolidated during the first half of the 20th century — is characterized by a small
homogeneous housing occupation that coexists with many built parcels with formal industrial
uses — but currently derelict and rundown -, urban voids and old “islands” assigned to

workmen lodging (www.portaldahabitacao.pt).

The economic and financial feasibility study herein presented shows that, within the
Portuguese and Porto currently enforced urban rehabilitation and planning legislation, the
application of the financial tool “Rehabilitation to rent — affordable housing™ - recently
passed - turns possible the rehabilitation of these “islands™ in a social-oriented way. This
rehabilitation intervention should be mastered by the municipal powers, namely in what

concerns the provision of management services, and the facilitation of trade-offs among the

! This financial tool is called “Reabilitar para Arrendar — Habitagdo Acessivel” in Portuguese language.



http://www.portaldahabitacao.pt/
https://dre.pt/application/file/66397825
http://dre.pt/pdf1sdip/2012/08/15700/0445204483.pdf
http://www.portaldahabitacao.pt/

involved stakeholders. Besides assuring the required social cohesion and all citizens’ equal
treatment, it is also sustainable from an economic and financial standpoint, what is more and

more relevant within the current financial-crisis framework.

2. METHODOLOGY

The methodology is pursued through the following steps: (a) quantitative local data collection
(concerning the number of “islands”?, number of buildings and dwellings in each one,
respective average surfaces, keeping condition, as well as the number of resident families and
correspondent demographic composition), and population surveys (in order to grasp what they
feel in relation to the place where they live, how they deal with neighbours, their social
inclusion, main problems they face, willingness to remain in the same housing and why); (b)
proposal of a physical intervention in dwelling rehabilitation providing resident families with
a warranted surface between 50 and 60 square meters®, and assuring as far as possible that
most families remain in the “islands” where they currently live; (c) identification, according
to this proposal, of the number pf new dwellings that will become unoccupied and, therefore,
integrate a “dwelling repository” to manage in order to somehow cover at least part of the
rehabilitation costs; (d) assessment of the intervention costs, according to dwellings” keeping
condition (including demolition and rehabilitation costs); (e) assessment of the financial
burden to be supported by dwelling owners according to the financial tool recently enforced
and aimed at the rehabilitation of private dwellings “Rehabilitation to rent — affordable
housing”; (f) assessment of the rents according to the enforced legislation, and (g) comparison
between cost burdens and incomes, keeping in the “island” the deprived families that
traditionally lived there, and selling or renting the new dwellings that belong to the “dwelling

repository”’.

3. OUTCOMES

As far as the “islands™ located in the urban rehabilitation area of Santos Pousada are
concerned, the main outcomes of this work — considering the total gross surface of each
“island” is kept - point out the proposal to demolish 5 ruined dwellings, and to reconvert the

initial 257 dwellings — currently inhabited by 159 families - into 173 new dwellings, thus

2 The typological bracket of the “islands” depend on their physical layout.
3 The average surface of an “island’s” dwelling is currently around 35 square meters.




resulting 23 unoccupied new dwellings (to include in the dwelling repository). These
circumstances require the ultimate rehousing of 9 families (Table 1).

Table 1: Proposal for the physical intervention in the urban rehabilitation area of Santos
Pousada (source: Porto Domus Social, author)
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The assessment of the rehabilitation costs considers the values that result from the building
rehabilitation practice of the works execution nuclei of Porto Vivo — Urban Rehabilitation
Society*, according to their Urban Development Fund proposal for buildings in good, in
reasonable or in bad maintenance keeping. Within this scope, costs of 100 €/m? 300 €/m?,

and 700 €/m2 were taken for light, medium or deep rehabilitation works, respectively.

The computations performed point out a demolition cost of 538 euros, an average
rehabilitation cost of 17.342 euros per dwelling, and a total rehabilitation cost for all the

“islands” located in this urban rehabilitation area of 2 416 835 euros (Table 2).

4 Nucleo de Execucdo de Obras da Porto Vivo — Sociedade de Reabilitacdo Urbana.




Table 2: Systematization of the operation costs per dwelling and per “island” for the “islands”
located in the urban rehabilitation area of Santos Pousada (source: Porto Domus Social,

author)
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It was then computed the value of the loan resulting from the operational intervention
proposed for each “island” — considering the intervention costs previously computed — using
the financial tool already referred to. Rehousing costs® add to these burdens, considering they
amount to about 200 euros per family, supposing the city council have enough social housing
units at its disposal. It was further considered a possible curtailment of about 10% of the
intervention costs in the linkage to infrastructure networks (electricity, water, sanitation and
gas), architecture projects and municipal fees” exemption. The global costs for owner result
from the algebraic sum of these three parcels: loan, rehousing costs, and cost reduction

casually provided by the city council.

The average burden per dwelling amounts to 32 117 euros, and the average burden per
“island” to about 248 thousand euros. The net present value of these global costs to be
supported by dwellings” public or private owners was computed considering a present rate of

4.5% per annum®, and the payment of the interest liabilities at the end of each year, with the

S These refer to provisional costs during the rehabilitation works or to permanent costs for the few cases where is
doesn’t seem possible to keep some families in their “island”.
® This rate matches the average capital cost rate provided by financial institutions.




redemption of the whole loaned capital (90%) at the end of the 15" year, having paid the 10%

of own capital at the beginning of the intervention.

The same present rate was used in the computation of the net present value of rents,
considering the rent flows take place at the end of each year during the loan period (fifteen
years). The average provisional rent per dwelling — according to the urban rent law, the real
estate municipal tax code, and the statements of the financial tool “Rehabilitation to rent” —
amounts to about 250 euros, what means an average value of 1 924 euros per “island” and a

total amount of 42 337 euros resulting from the whole rehabilitation intervention (Table 3).

Table 3: Systematization of the rents per dwelling and per “island” for the “islands” located in
the urban rehabilitation area of Santos Pousada (source: Porto Domus Social, author)
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AVERAGE RENT 249 11.924
TOTAL RENT RESULTING FROM THE INTERVENTION 42.337

However, there are many other important issues that deserve further reflection. On the one
hand, the tabulated net present values of rents represent respective upper limits, but if the
current inhabitants are kept, these are strongly constrained by legal bounds and by their
incomes. On the other hand, the owner’s costs may also be aggravated, namely by fiscal and

insurance burdens that, in practice, may reach values correspondent to about five monthly




rents’. The sale of the new 23 available dwellings, by its turn, would amount to 2.512.335
euros, what turns the rehabilitation intervention in all the “islands” of this urban rehabilitation
area sustainable from an economic and financial perspective as its total costs amount to 2 416
835 euros. This scenario assumes that the available dwellings will have housing uses, but

should they be used for trade or services, their income value would substantially increase.

Table 4: Systematization of the burdens and rents and of respective net present values per
dwelling and per “island” (source: Porto Domus Social, author)

" This can be confirmed running the simulator for  consumers available at
https://www.deco.proteste.pt/investe/interactive/rentalmarket/
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CONCLUSIONS AND RECOMMENDATIONS

4.

This study stresses how urban rehabilitation interventions can strongly encourage and support

an honourable social cohesion and integration — namely on housing quality and comfort
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grounds — in order to settle a feasible alternative to the traditional trust in welfare state that
should shoulder all the social needs, but that faces increasing financial difficulties that hamper

the achievement of its social function.

It clearly shows that the sketch of proper financial instruments turns rehabilitation
interventions sustainable from an economic and financial perspective, thus strengthening their
social impact. And it supports the achievement of the most important goal of this kind of
intervention: to provide deprived families better housing conditions, still assuring their social

inclusion in the centre of cities, where they have always traditionally lived.
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