
Urban Rent and Building Intensity 
– Warsaw Case Study

Jacek Łaszek1, Joanna Waszczuk2

This article presents the opinions of its authors and not necessarily  
the official position of the Narodowy Bank Polski

Introduction

Land is a very specific resource from an economic point of view. Among others, it 
is timeless, limited and generates income for its owner from ownership. As the result 
of urbanization, land changed its functions with the development of civilization from 
agricultural production and agricultural rent through industrial rent to urban rent. 
Increased demand for development land shapes the space, which is used to more 
adequate functions according to the needs arising from the current level of the 
socio-economic development. But basically, the land rent depends on the one hand 
on the supply of a particular type of land, with this type of supply shortage creating 
monopolistic rents and, on the other hand, on the differences in productivity and / or 
utility that a particular plot provides, which creates differential rents.

Historically, debates on the land rent have almost always been closely associated 
with urgent social problems. David Ricardo’s theory stems from the corn duty at 
the beginning of the last century. Henry George’s concepts originated from social 
problems of the late nineteenth century. In modern developed societies, services 
dominate other branches of the economy and global and local metropolises become 
the place of their delivery. Therefore, the importance of building capital, including 

1 Narodowy Bank Polski; SGH Warsaw School of Economics.
2 Narodowy Bank Polski; SGH Warsaw School of Economics.

II.3



110 Jacek Łaszek, Joanna Waszczuk  

housing capital, and urban land rent as a factor shaping its allocation is growing. As 
a consequence, since the 1960s, the theory of urban land rent has been developed on 
the basis of agricultural rent theory. Additionally, a sharp rise in land and housing 
prices in the U. S. inspired a comprehensive analysis of rent theory.

Currently, the urban land rent3, both definitions and mechanisms of this 
phenomenon, are largely neglected in social sciences, with the exception of urban 
economist’s models. However, the issue of urban rent is crucial for many important 
contemporary topics in urban research, such as households’ wealth and inequalities, 
spatial planning of the city, urban infrastructure management, gentrification and 
many others. Neoclassical rent theories, and to some extent geographical approaches 
of urban economists, have focused largely on the spatial differences in land prices.

The discussions about the urban land rent were, on the one hand, theoretical about 
the land rent in urban areas, and on the other, inspired by practical social issues. An 
important factor hindering the creation of coherent and holistic concepts of land rent 
theory was the fact that economists often discussed very specific issues – case studies, 
and dealt with answers to different questions in terms of mechanisms, social relations 
or roles of rent. Getting acquainted with selected theories that have arisen over the 
centuries is extremely important, because it allows to become aware of inaccuracies 
and contentious issues occurring in different approaches. The discussion on the urban 
rent should be continued to develop the theory, organize existing concepts and finally 
create a comprehensive theory of the urban rent. The overriding problem requiring 
land rent theory, however, is to explain the existence of rent in general: why the land 
is expensive and the largest shares of its value cannot be attributed to labor or interest 
on capital investments, but it appears that these surpluses come from possessing 
a scarce good, which is land4. The aim of this article is to start a discussion on urban 
rent and provide the reader with a brief description of the main concepts of urban 
rent and its impact on building intensity.

The empirical part of the article presents statistical analyzes aimed at presenting how 
the building intensity, understood as the height of the building, developed historically 
in Warsaw depending on the location of residential real estate. Moreover, we analyze the 
correlation of building intensity, location and housing prices (which are determined 
mainly by land values), which is in line with the theory of the monocentric models 
explaining the spatial distribution of the population in the city (see Alonso, 1964).

3 This article presents briefly selected concepts of land rent theory. When we write about land rent, we mean 
land rent in general, both in the agricultural and urban context, as many mechanisms are similar in both 
cases.

4 In addition, it is also important who the entities affected by this problem are and what are their behavior 
patterns and mutual social relations.
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1. Land rent theory – literature review

Among the first economists5 who analyzed the phenomenon of economic land 
rent were both classics and neoclassicists, including: William Petty (1620–1687), Adam 
Smith (1723–1790), and David Ricardo (1772–1823), John Stuart Mill (1806–1873), Karl 
Marx (1818–1883), Alfred Marshall (1842–1924), and Vilfredo Pareto (1848–1923)6.

William Petty (1769) was the classical economist, who was the first to lay the 
comprehensive groundwork for the theory of agricultural rent in the 17th century. 
He analyzed the most important economic categories: money, prices, including land 
prices and wages. The differential rent in Petty’s approach is more dependent on the 
location of the plot than the varied soil yield. Adam Smith (1954) described the land 
rent as the highest possible price surplus paid to the owner for the use of the land, 
taking into account its properties, in particular location and productivity. For Adam 
Smith, rent for land is a price paid for the value contributed by nature itself. However, 
stating that the land itself is a source of value is incompatible with the labor theory of 
value (a value of a good depends on how much work it takes to make the product) that 
dominated classical political economy. Ricardo (2001 [1821]) adapted the theory of 
land rent to the labor theory of value using the concept of “differential rent”. Ricardo’s 
differential rents result from the advantage that a given plot has over inferior plots, 
so the rents are determined by the fertility or location of the marginal lands under 
cultivation – the least profitable usable land, assuming the same amount of labor and 
capital. Differential rent I consists of component Ia – which is determined by variable 
land fertility in agriculture and component Ib – resulting from the location of the plot 
relative to markets. Differential rent II is determined by the possibility of achieving 
additional profits due to different levels of investment in land, i.e., incurred expenditure 
on factors of production – capital and labor. Despite shortcomings, associated with 
the omission of monopolistic and absolute rents and the lack of argument about the 
motivation of owners to use the worst plot, Ricardo’s theory is an important study and 
is starting point for neoclassical, Marxist and other subsequent approaches to the topic.

Karl Marx (1959 [1984]) defined the land rent as a payment to the landowner 
for the right to use land, therefore, the basis of his concept is the monopolization of 
ownership of certain parts of the globe by a class of people demanding payment for 
its use, so in this sense each rent is an absolute rent. The functioning of the system 

5 Considerations regarding the concept of land rents have also been conducted earlier. For example, physiocrats 
considered land rent as a surplus over the necessary payment, which was obtained by the owner of the land. 
(Światowiec-Szczepańska, 2012).

6 See Wessel (1967).
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based on private land ownership and the existence of a class of owners demanding 
a certain profit rate determines the land rent. He distinguished two categories of land 
rent: differential rent, in which the landlord demands a surplus of profit resulting from 
the use of qualitatively different land7 and monopoly rents which are a consequence of 
the limited supply and barriers that are imposed by the existence of a class of tenants 
(absolute rent). According to Marx’s approach, different forms of rent can occur 
simultaneously and are empirically indistinguishable and that the value of rent can 
be calculated as follows: “Ground-rent [..] capitalized constitutes the purchase price 
or value of the land…”.

Despite the discussions about the land rent formation and mechanisms and 
absolute and relative values, classical economists had convergent views. Ward and 
Aalbers (2016) summarize the land rent forms created by the classics and give an 
example of modern and classical examples. It appears, that modern examples of 
phenomena often observed in urban housing markets can be attributed to a certain 
form of rent according to the classical theory of land rent. However, some separate 
mechanisms of formation and factors affecting the agricultural and urban rent led 
to the distinction between these phenomena.

In urban areas, the land rent is mainly dominated by the impact of the location 
factor. Marshall (1962) has already stated that the price of development land is equal 
to the price of agricultural land increased by the capitalized benefits of location. The 
concept of land value in relation to urban areas had been already used at the beginning 
of the 20th century by Hurd (1903). Hurd emphasized that the land rent in urban 
areas is determined mainly by location and to less extend by other physical attributes, 
which include, among others: land use type and buildings intensity (measured as 
building height).

While in classical political economy, land was considered as a gift of nature and 
was seen as a major factor of production requiring a separate theory, marginalists 
began to question this issue. They also debate on the distinction of classical economists 
between capital and land (Clark, 1908). Neoclassical economists, which were developing 
marginalists concepts, also did not distinguish land from capital as a factor of 
production, and renewed interest in urban land rent was observed in the second half 
of the twentieth century. The lack of distinction between land and capital as factors 
in the production process, when analyzing prosperity and wealth in the economy and 
in national accounting, is a serious conceptual error of economic theory8.

7 Marx (1959 [1984]) additionally divided differential rent into two categories: extensive rents – differences 
related to the feature of the land; and intensive rent caused by investments in land.

8 Treating land as a form of capital is almost ubiquitous in mainstream economics but is incompatible with 
capitalist space economy. However, the assumption that land behaves like capital and reacts perfectly 
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The soaring rise in land and housing prices in the early ‘70s inspired a lively 
discussion on rent theory in many countries, such as the United Kingdom (Murray, 
1978), the U. S. (Harvey, 1974) and West Germany (Haila, 1990). Marx’s theory of 
rent was researched and developed, while neoclassical economists were criticized 
for analyzing separately capital and land, and ignoring the issue of rent. Halia (1990) 
divided the discussion in the 70s and 80s into three phases, namely: consensus (in 
the 70s), transition (at the turn of the decade) and rupture (in the 80 s). In the Table 1 
we summarized the ideas, that were discussed in those phases.

Table 1. Haila’s conclusions on urban land rent theory phases in 70s and 80s XX

Phase Time period Characteristics Researchers

Consensus 70s 1. The focus was on absolute, not differential rents.
2.  Land rent was seen as a precapitalistic and noncapitalistic element 

within capitalism.
3.  Land rent prevents the flow of capital – it was interpreted as a barrier 

to the accumulation process.
4. Land rent was considered in terms of social relations.

Emmanuel (1972), 
Harvey (1974) 

Transition 70s/80s 1*  The absolute and monopoly rent concept was replaced by a growing 
focus on differential rent.

2*  Land rent was interpreted as an endogenous element in that mode of 
production.

3* Negative role of land rent (as a barrier to accumulation) was denied.
4* Landed property comprises heterogenous groups of agents.

Ball (1977),
Bandyopadhyay 
(1982)

Rupture 80s This breakup led to the division into rival lines of thought:
 § the idiographic line which denies the possibility of a general theory of 

land rent, analysis of concrete situations,
 § the nomothetic line which searches for general laws.

Ball (1985),
Scott (2013) 

Source: own study basing on Haila (1990).

Haila (1990) believed that it is possible to come up with the general theory of 
land rent and claimed that there is a need of further research on land rent theory as 
the theory is at the crossroads.

Basing on Haila (1990), Kerr (1996), Ward and Aabers (2016), Ryan-Collins et al. 
(2017) and the literature review mentioned above we extract the most important 
direction in which modern research should be developed:

 § land functions in the modern economy: accumulative function (having an 
impact on wealth and inequalities), allocative (of capital) and spatial coordinative 
function (various land uses and intensities in space);

 § land as a financial asset, which means, that not only new species of conscious 
calculating owners and real estate professionals have emerged, but also a rent 

to supply and demand pressures has enabled urban economists to construct models of perfect competition 
and subsequent equilibrium in land markets, as in the Alonso model (1964).



114 Jacek Łaszek, Joanna Waszczuk  

maximizing approach has spread among other landowners. Income from land 
rent is in practice treated as the financial asset indistinguishable from capital; 
but for this purpose a complex set of institutional, regulatory, socio-cultural and 
political practices is needed;

 § capital switching approaches, which focus on the entry of capital into built-up 
environments and include institutional approaches developed from a wide range 
of theoretical perspectives. Real estate has its own internal dynamics related 
to the financial sector rather than dependent on the dynamics of production (see 
Aalbers, 2008). The concept that real estate has independent dynamics in relation 
to production did not cause the exploration of the economic rent category, which 
differs from the interest from capital;

 § rent gap theory, which explains the origins, mechanisms and reasons of 
gentrification (see Smith, 1979). In this approach, the rent and the value of the 
building are separate components that make up the price of the house.
The theory of land rent and its development – the theory of urban rent, prove to be 

a very useful concepts to provide an integrated political and economic perspective for 
the analysis of urban phenomena (Alonso, 1964). Basing on the literature we define 
land rent as a payment made to landlords for the right to use land, less the rent paid 
for the fixed assets on the land (buildings and other equipment).

2. Land rent, land value and building intensity

The concept of urban rent, justifying the diversity of urban areas value, was based on 
the theory of agricultural land rent. However, the mechanism of its creation is different. 
In the past, according to classical theories, land had primarily agricultural utility, and 
enriched by labor and capital generated a product of a certain value. Landowners, 
possessing such a resource, can receive a payment for using land, after rewarding other 
production factors – capital or labor. Land tenants use capital in order to use the land 
and make a product or service and some part of the final product/service value are 
capital gains. In exchange for their work, employees receive remuneration in the form 
of wages. The part of the revenue (surplus over production costs which include the 
production factors remuneration and ordinary profits) that can be obtained from land 
is a land rent and is captured by the landowner. The income obtained from production 
is, therefore, distributed among entities involved in the production process. Today this 
chain of value capturing looks quite similar: an employee receives a wage, an owner of 
capital – interests, a producer – ordinary profits, while the remaining part of the income 
is the land rent. However, the factors that have an impact on land use and value are 
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different. Physical features of ground (including soil fertility), and the natural value 
of the area, are important for agricultural rent. In the case of urban rent, the physical 
conditions that determine the intensity of building development and land use, and 
the location of the plot in relation to other elements of space are important.

Understanding the economic value of land in space is extremely important 
in urban research. A characteristic feature of urban rent in relation to the prices of 
other factors of production is that in most cases (i.e., where built-up areas dominate) it 
is not directly observable, and yet it has a key impact on the functioning of the market. 
The land rent is believed to be based on the estimated value of capitalized rents that 
will be received in the future. Land rent is related to both the contractual rent paid 
by tenants and the purchase price of land. To sum up, the price of land is based on the 
income it generates at the moment and in the future.

As we have already noticed in urban areas, the land rent is mainly dominated 
by the impact of the location factor. It might seem that technological development 
has reduced the importance of physical distance, however, competition for the best-
located space at a well-connected point in the city is reflected in higher real estate 
prices for central areas around the world. Location amenities – which often make up 
a significant part of the property value – are usually capitalized in the value of the land, 
but not in the physical value of the structure built on the plot (De Groot et al., 2015).

Land rent models, in addition to explaining the mechanism of differentiating 
the value of land in a city, are also used to determine the spatial allocation of urban 
functions. The urban space is diversified in terms of the forms of use and the way the 
land and built property is used is closely related to the function of the given city area. 
It is necessary to determine the main way of using the plot with the possibility of using 
a specific part of building for other defined purposes. Usually, the most important 
functions in most cities are concentrated in central locations, which are characterized 
by the greatest economic and cultural activity and also are characterized with the 
highest land values (De Groot et al., 2015). The analysis should take into account 
building intensity different for each purpose and determine the location of the type 
of property in accordance with social needs.

3. Urban intensity – the history of planning regulations in Poland

Rational use of urban areas is one of the factors determining the effectiveness of 
social and economic processes and, as a consequence, it has an impact on the country’s 
economic growth. Accurate assessment of the degree of use and investment opportunities 
in urban areas is an important element of local planning in shaping the location policy 
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of facilities in the city. Changes in land use should be taken according to pre-defined 
guidelines to ensure that urban development is not chaotic and to take into account the 
needs important from the society’s perspective. Developing this issue should contribute 
to the rational planning of various forms of use in urban areas, so that social and economic 
processes in the city occur more efficiently, urban areas are used more intensively and 
the policy in the field of spatial planning is conducted in a structured way.

A good measure of the degree of land use is the intensity, which tells about the 
degree of use of a given area to perform a given function. Development intensity 
indicators determine the boundary parameters of the investment project that can 
be implemented in a given area. This indicator can be expressed quantitatively as:
a) horizontal intensity – the percentage share of the area performing a given function 

in the total area of the plot;
b) vertical intensity – the number of floors occupied by a given function;
c) mixed intensity – taking into account both above mentioned measures.

Table 2. Legal acts on land use after 1990

The legal act name Content of the legal act

Act of 7 July 1994 on spatial 
development ( Journal of Laws 1994, 
No. 89, item 415) 

Article 10 of the Act indicated the possibility of setting maximum or minimum 
building intensity indicators in the local spatial development plan. There is 
no definition of building intensity indicator in this Act.

Act of 27 March 2003 on spatial 
planning and development ( Journal of 
Laws of 2003, No. 80, item 717) 

The Act indicated that the local plan should mandatory define the parameters and 
indicators of building development and land development, including, i.a., building 
development indicators. As in the case of the 1994 Act, the concept of intensity 
indicators is not defined in the Act.

Act of 25 June 2010 amending 
the Act on spatial planning and 
development, the Act on the State 
Sanitary Inspection and the Act on 
the protection of monuments and care 
over monuments ( Journal of Laws 
2010, No. 130, item 871) 

From October 21, 2010, there is a change introduced by the amendment to the 
Act on spatial planning and development of June 25, 2010 (Act, 2010). The current 
regulation obliges to specify the maximum and minimum building intensity as an 
indicator of the total building area in relation to the building plot area9.
According to the above, the formula is:

=
P
P

c

d

I

Where:
I – building intensity indicator,
Pc – total building area,
Pd – building plot area
The total area can be written as the sum of the areas of individual floors:

∑
=

P

P
ii

n

d

I

Where:
Pi – area of i-th floor
n – the number of floors

Source: own study.

9 In addition, the Act regulates: the minimum percentage of the biologically active area in relation to the area 
of the construction plot, the maximum height of the building, the minimum number of parking spaces and 
the manner of their implementation as well as the building lines and dimensions of the facilities.
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The next part of this chapter presents an analysis of legal acts regarding building 
intensity and reviews the regulations specifying the restrictions on building height 
specified in local plans adopted by the local government in Poland. The analysis of the 
draft regulations allowed the identification of current and future problems.

Currently, one is working to create a coherent concept of spatial policy and 
amend the act on spatial planning. According to information from the Ministry of 
Development obtained in mid-2020, the main assumptions of the new Act on spatial 
development should be presented.

The changes in legal acts may seem insignificant, however, the examples presented 
in the article touch on two main issues. First, the obligatory use of the indicator. It 
is important that building intensity indicator regulations are required and applied. 
Secondly, the regulations have an extremely large impact on: building possibilities 
and the value of a construction plot.

There are some problems with applying intensity indicators related to:
 § Local plans format. It is important to prepare a local plan in an electronic form, 

on a vector map, which will allow easy comparison of decisions regarding new 
constructions with information on the spatial location of, among others, cadastral 
plots, buildings and other objects stored in geodetic resources, also in vector form.

 § Data accessibility. The data from the geodetic resource should be updated on 
a regular basis and reflect the actual state.

 § Information on building stock. The intensity of buildings from already existing 
stock – an inventory of buildings should be prepared, which increases the cost of 
preparing the plan.

 § Time consuming calculations. It is worth noting that to conduct analyzes, basic 
knowledge of GIS (Geographic Information System) is needed. Making even simple 
calculations is very time-consuming and a spatial database with information about 
surface of floors and the area of building plots is necessary.

 § Intensity indicator calculations.
Sum of total areas of all buildings within the construction plot
 Should the underground levels and outbuildings also be included in the calculation 
of the indicator in addition to the above-ground floors? The inclusion of underground 
floors in the calculation of building intensity can effectively prevent many negative 
phenomena, especially in areas with high investment pressure. Controversy arises 
during the construction of a large plot area below ground level, which can lead 
to problems with retention and insufficient absorption of rainwater into the 
ground. In extreme cases, construction disasters may occur, which is particularly 
evident in intensively invested areas and downtown areas.



118 Jacek Łaszek, Joanna Waszczuk  

Building plot area
 The area of the construction plot is not the same as the cadastral parcel. In the Act 
on Spatial Planning and Development (Act, 2003) and in the Act on Real Estate 
Management (Act, 1997), the definitions of construction plots are contradictory. 
In local plans the definition in the Act on spatial planning and development 
applies. The building intensity related to the construction plot is an obligatory 
indicator, however, it is worth considering the possibility of taking into account 
additional parameters. The reference point can also be functional (elementary) 
area or other surfaces, freely defined by the designer.
After analyzing the law and specific practical examples, it turns out that the issue 

of building intensity may concern many institutions, including primarily bodies 
giving opinions and agreeing, but also checking the compliance of the plan with the 
law and issuing building permits. Complications in determining and interpreting 
the intensity indicator may have a negative impact on the planned investments, for 
example uncertainty may appear during issuing building permits.

Like many other indicators, also the building intensity is not only used to assess 
the existing conditions, but also allows to study changes over time. The variability of 
building intensity over time allows to plan the necessary infrastructure investments 
in advance. This is of great importance in the accessing effectiveness of the city or 
urban management. Comparative analysis is also important from the point of view 
of local, regional and national spatial policy. The possibility of comparing intensity 
indicators, for example, the average for a district, poviat, voivodship and other levels 
allows to obtain a reference point. Individual values may be differentiated, depending 
on the function, type of building, size of the town and others. Considering the possible 
applications of the indicator, it is necessary to emphasize once again the need to establish 
a uniform definition and the method of its calculation.

In this article, we deal with vertical intensity, because in our opinion, the limits 
on horizontal intensity should be statutorily defined and in our opinion it has limited 
impact on urban rent and this impact is similar for every plot. Calculating separate 
vertical intensity should be required for the entire city and for each type of land use 
in the city. This should be a conditional measure based on how the land is used. In 
order to ensure discontinuities, the obtained values should be divided into class ranges. 
Despite the number of floors, a set of different indicators should be additionally taken 
int account to ensure that land is used to the maximum benefit for society, i.e., the 
minimal % of green areas on plot, % of floor areas to total area of the building should 
be defined, etc.
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4. Empirical analysis – Warsaw case study

The empirical analysis consists a case study of the Warsaw residential real estate 
market. The database on housing buildings and transactions was obtained from the 
Geodesy and Cadaster Department of the Warsaw County Office10. The county of Warsaw 
is also an administrative territorial unit. Warsaw is the Polish capital city and the largest 
Polish city, divided into two parts by the Vistula River that flows through the center of 
Warsaw. As far as space is concerned, over time subsequent neighboring municipalities 
were connected to the borders of Warsaw. From April 1994, the capital was a municipal 
association of 11 municipalities: Bemowo, Białołęka, Bielany, Centrum (it included 
the current areas of the following districts: Mokotów, Ochota, Praga Południe, Praga 
Północ, Śródmieście, Wola, Żoliborz), Rembertów, Targówek, Ursus, Ursynów, Wawer, 
Wilanów, Włochy. 

Chart 1. Warsaw districts

Source: own map basing on EGiB data.

10 RCiWN relates to housing prices in Warsaw, while EGiB data relates to buildings and its characteristics.
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As a result of reforms introduced by the so-called the Warsaw Act, since October 27, 
2002 Warsaw is only one commune with poviat status – the existing communes have 
gained the status of districts11. Currently, Warsaw is located on an area of 517.2 km², 
after incorporation in 2002 the youngest – Wesoła. To sum up, the capital city is divided 
into 18 functional and historical administrative districts.

Currently a large part of Warsaw is covered by agricultural, forestry and green 
areas. It can be observed that the area of this type of land use decreased from 2005 by 
8 p.p. The largest increase in the share was observed in the case of residential areas 
(6 p.p.), which proves rapid development of the housing market and better meeting the 
housing needs of the population. The upward trend is also observed in other built-up 
areas (3 p.p.), which means that the share of commercial buildings also increases. The 
increase of built-up areas in the city indicates the economic and social development 
of the city (see Chart 2 and 3)12.

Chart 2–3.  Summary statistics presenting the share of lands by form of use in Warsaw  
in 2005 and 2017
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Source: own calculations basing on EGiB data.

11 Source: Wikipedia.
12 Other built-up areas include services, trade, administration, cemeteries etc.; urbanized undeveloped areas –

undeveloped land, intended for urban development plans for development, excluding areas for agricultural 
and forestry production; other areas –  fossil, recreation and leisure areas, wasteland, land under water, 
ecological land, etc.
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In the next part of our research we analyze the spatial distribution of housing 
intensity in Warsaw over time to study how Warsaw has been developing, and to draw 
conclusions about the relationships between the intensity of development, location 
and the price of real estate, which largely consists of the value of land and hence land 
rent. While the building intensity indicators contain interesting information about 
the average height, they ignore information from the economist’s point of view about 
the actual height of completed residential buildings. Assuming that the height of the 
storey is constant, the number of floors will show the actual building intensity assuming 
that the spatial planning principles in force in a given period have been preserved and 
the plot is developed and minimal requirements regarding greenery were ensured.

During 1939–1945 approximately 80–90% of Warsaw’s buildings were destroyed, 
demolished or burned. It can therefore be said that Warsaw was built from scratch after II 
World War. II World War damages had long-lasting consequences for Warsaw’s housing 
stock. The estimated destruction of housing amounted to about 72% (Ciborowski, 1969). 
Flats that were not destroyed were often abandoned, and owners of the land, on which 
a lot of housing units were built, couldn’t be sometimes found. Without the consent 
of each private owner, it was impossible to rebuild the destroyed city, which led to the 
signing of the Warsaw Decree in October 1945 by the Soviet Union (the so-called Bierut 
Decree), according to which ownership of real estate within the borders of Warsaw 
was transferred to the Warsaw commune13. The land was nationalized mainly in the 
city center, while the areas located in the suburbs of Warsaw still remained private 
property. The introduction of the Bierut Decree immediately after the II World War 
and the decades of Soviet control over Poland left marks on the morphology of Warsaw 
and significantly affected the city’s housing stock in the long term. Housing in this 
period had many features common to housing in Soviet societies: small size of flats, 
limited number of rooms, similar architecture of buildings (mass construction of 
homogeneous buildings).

In the case of a centrally planned economy the productive forces focused almost 
exclusively on the industry, transport and agriculture, which limited investment 
in housing. Moreover, production factors, including land, were not allocated according 
to market rules, but to decrees. The consequence was a waste of economically valuable 
areas and high costs of socialist cities functioning. Moskov as the Soviet city is a very 
interesting example of an administrative-command systems which creates inefficiency 
in the operation of land markets in terms of location and land use in cities. The vast 

13 In the theory it was possible for former owners and their legal successors to submit an application for the 
return of property ownership, but in practice this possibility lasted for a short time, and as much as 98% 
of formal applications submitted in accordance with the provisions of the Warsaw Decree were rejected 
(Lawton, 2016).
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growth of Moskov took place during the Soviet era (1917–1991) when land was 
nationalized and administratively allocated. The lack of disciplinary influence of the 
free market on land development in Poland was noticed even in the literature (Chołaj, 
1966). The transformation of the real estate sector, especially housing, to the standards 
of a developed market economy takes much longer than other sectors of the economy. 
This is associated with high social costs and natural social resistance, institutional 
deficiencies, including the financial system, as well as a lack of experience and skills 
on the part of the public factor in space management. It can be assessed that in Poland 
the housing sector has been operating under normal market conditions since the 
2000, when inflation dropped and the required regulatory changes were introduced.

We can distinguish two phases of meeting housing needs in Warsaw in the Soviet 
period: 1. falling in the years 1951–1970, 2. falling in the years 1971–1990. As presented 
on the Chart 5 immediately after the war, the city center (mainly Śródmieście, Mokotów, 
Wola and Żoliborz) was rebuilt with buildings of medium and high height – mainly 
with 4–15 floors following the example of a prewar building14. In 1971–1990 a lot of 
housing cooperatives started to build high and medium height blocks of flats away 
from the city center (Bemowo and Bielany, further located Mokotów and Ursynów, 
Targówek). This may be seen as three clusters of orange dots on the Chart 6. These 
results are also shown in Tables 3 and 4.

Table 3.  Share of buildings with a given number of floors built in individual districts 
(construction years 1951–1970)

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20

Bemowo 3% 4% 3% 1% 0% 0% 0% 0% 1% 0% 0% 0% 0% 13% 0% 0% 0% 0% 0% 0%

Białołęka 15% 6% 1% 0% 1% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%

Bielany 5% 4% 4% 10% 13% 4% 2% 1% 6% 6% 16% 0% 0% 0% 0% 0% 0% 0% 0% 0%

Mokotów 5% 12% 39% 18% 20% 23% 11% 19% 21% 5% 28% 12% 32% 13% 0% 13% 28% 0% 50% 0%

Ochota 0% 0% 0% 7% 12% 8% 14% 18% 16% 6% 10% 5% 29% 13% 33% 0% 0% 0% 0% 0%

Praga-Południe 0% 0% 2% 12% 7% 5% 6% 5% 3% 4% 3% 5% 0% 0% 0% 0% 0% 0% 0% 0%

Praga-Północ 0% 0% 0% 4% 3% 5% 11% 6% 2% 0% 3% 19% 0% 0% 0% 0% 0% 0% 0% 0%

Rembertów 5% 6% 6% 1% 0% 1% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%

Śródmieście 0% 0% 2% 13% 12% 31% 41% 29% 27% 32% 7% 22% 11% 13% 67% 88% 22% 0% 0% 0%

Targówek 9% 5% 5% 1% 3% 0% 0% 0% 0% 0% 7% 0% 0% 0% 0% 0% 0% 0% 0% 0%

Ursus 4% 8% 6% 7% 9% 0% 0% 0% 4% 0% 2% 9% 0% 0% 0% 0% 0% 0% 0% 0%

Ursynów 3% 1% 1% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%

Wawer 34% 36% 12% 1% 1% 0% 0% 0% 0% 0% 2% 0% 0% 0% 0% 0% 0% 0% 0% 0%

Wesoła 4% 4% 1% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%

Wilanów 4% 3% 3% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%

Włochy 7% 7% 7% 4% 2% 0% 0% 0% 0% 2% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%

Wola 1% 1% 2% 20% 11% 21% 14% 19% 18% 37% 15% 28% 18% 0% 0% 0% 44% 0% 0% 0%

Żoliborz 0% 3% 6% 2% 6% 2% 1% 3% 2% 9% 5% 0% 11% 50% 0% 0% 6% 100% 50% 100%

Number of �oors

D
is

tr
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Source: own calculations basing on EGiB data.

14 According to Table 3 there is a high share of buildings higher than 10 floors, but the total number of that 
buildings is relatively low.
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Table 4.  Share of buildings with a given number of floors built in individual districts 
(construction years 1971–1990)

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20

Bemowo 9% 10% 10% 15% 3% 4% 18% 27% 34% 43% 12% 34% 13% 15% 0% 0% 0% 0% 0% 0%

Białołęka 12% 9% 4% 6% 1% 4% 2% 1% 2% 5% 2% 9% 9% 0% 0% 0% 0% 0% 0% 0%

Bielany 4% 4% 5% 8% 11% 7% 22% 3% 5% 5% 9% 8% 19% 2% 30% 48% 0% 0% 0% 0%

Mokotów 1% 5% 16% 8% 22% 20% 17% 6% 4% 5% 20% 16% 4% 39% 0% 38% 20% 50% 0% 0%

Ochota 0% 0% 0% 1% 2% 2% 3% 0% 0% 1% 2% 0% 2% 0% 10% 0% 0% 0% 0% 0%

Praga-Południe 0% 0% 0% 2% 4% 13% 3% 3% 14% 5% 2% 2% 9% 7% 0% 0% 20% 0% 0% 100%

Praga-Północ 0% 0% 0% 0% 1% 9% 5% 1% 0% 2% 2% 2% 0% 0% 0% 0% 10% 0% 50% 0%

Rembertów 3% 3% 5% 3% 5% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%

Śródmieście 0% 0% 0% 1% 1% 9% 5% 4% 8% 4% 0% 1% 0% 0% 0% 0% 20% 0% 50% 0%

Targówek 7% 9% 14% 9% 12% 0% 2% 4% 5% 15% 18% 11% 20% 22% 40% 0% 0% 50% 0% 0%

Ursus 1% 3% 4% 3% 2% 0% 0% 0% 0% 0% 0% 4% 0% 0% 0% 0% 0% 0% 0% 0%

Ursynów 11% 7% 8% 24% 24% 7% 3% 48% 23% 6% 19% 7% 20% 0% 0% 8% 0% 0% 0% 0%

Wawer 27% 25% 13% 4% 1% 0% 0% 0% 1% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%

Wesoła 10% 8% 5% 6% 2% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%

Wilanów 4% 5% 5% 6% 1% 2% 7% 0% 1% 0% 1% 0% 1% 13% 0% 0% 0% 0% 0% 0%

Włochy 10% 11% 9% 3% 5% 0% 0% 0% 0% 1% 3% 0% 0% 0% 0% 0% 0% 0% 0% 0%

Wola 1% 1% 1% 1% 1% 13% 3% 1% 2% 5% 7% 5% 3% 0% 0% 6% 30% 0% 0% 0%

Żoliborz 0% 1% 1% 0% 3% 9% 10% 0% 0% 2% 3% 0% 1% 2% 20% 0% 0% 0% 0% 0%

Number of �oors

D
is

tr
ic

t

Source: own calculations basing on EGiB data.

After the collapse of the Soviet Union, during the economic and social transformation 
in Poland, the housing market has also been modified. Private housing stock grew 
rapidly, in particular due to the implementation of a mass privatization policy for 
municipal apartments. Also the features of new flats that were built have changed 
– the flats were more spacious and blocks of flats differed from each other. According 
to Łaszek and Widłak (2016) the beginnings of a real estate market with a well-
functioning developer and banking sector that offered mortgage loans can be dated 
to 2000. According to the capitalist city structure, tall buildings are being built in the 
center, because the price of land is high due to the limited supply, and as the city 
borders get closer, the buildings are getting lower (see Chart 7 and 8).

There are also some exceptions – higher building and land values are also recorded 
where the transportation system is more developed (areas near to metro stations). In 
recent years, Warsaw has recorded a low demographic growth (the city increased by 
approx. 102 thousand inhabitants in 2002–2019), as well as a rapid increase in housing 
construction. In the same period, approximately 280 thousand flats were built in the 
Polish capital, i.e., on average around 15.5 thousand flats a year, and as many as 89% of 
flats built in 2002–2019 were completed by private investors15.

15 Central Statistical Office.
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Chart 8. Construction year > 2004

Source: own map basing on EGiB data.

Assessing the relationship between the intensity, the value of land and distance 
from the center in communist and capitalist economies is difficult due to the lack of 
historical data. We have reliable transaction price data for Poland since 2006, which is 
presented in the Chart 9. We can observe a sharp increase in housing prices and slow 
decrease till 2013. After 2013 housing prices began to gain momentum.

The gradient of housing prices, which mainly stands for land value is getting steeper 
over time (see Chart 10). We do not have data from earlier periods, but according 
to Bertaud, and Renaud (1995), land price gradient seems to rotate rapidly during the 
transition of a market, as the location started to be capitalized into the property value. 
This can be explained by the large shortages of residential real estate in the post-Soviet 
times and the high current demand, which influenced the rise in property prices. In 
Poland, the mechanism of urban land rents started functioning after 1990. The current 
development of the city and the valuation of land rent can therefore be treated as 
fully marketable, as evidenced by prices of residential real estate which mainly stand 
for land values. The chart below presents the relationship between the height of the 
apartment, the price and the distance from the Warsaw city center (see Chart 11).
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Chart 9. Housing prices in Warsaw (2006–2016)
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Chart 10.  The relations between distance  
and housing prices in 2006  
and 2016
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Comparison of building intensity, which is a proxy for population density, and 
property price, which largely consists of land value, indicates many similarities in the 
spatial distribution of these two features and indicates a significant correlation with the 
distance from the city center. This is in line with the theory of the city’s monocentric 
models, which aim to explain the spatial distribution of the population in the city 
(see Alonso, 1964). The Charts 12 and 13 show that housing prices fall with distance 
from the center, while the population density decreases with distance. We can see that 
in areas with higher building intensity, the prices are also higher. We can also notice 
some derogations from the monocentric theory. Ursynów is an example, where blocks 
of flats were built mainly during 1971–1990. 

Chart 11. The relations between distance, 
number of floors and housing prices (2016) 



128 Jacek Łaszek, Joanna Waszczuk  

Chart 12. Interpolated housing prices in 2016

Source: own calculations, RCiWN data.

Chart 13. Housing intensity (interpolated number of housing building’s floors) in Warsaw

Source: own calculations, BDOT data.
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The prices over there are higher than in the surrounding areas and also the intensity 
is higher. One explanation is that according to plans the metro line was built in that 
neighborhood, which then was capitalized in the price.

Conclusions

After II World War housing stock in Warsaw was destroyed, therefore we can say 
that it was built from scratch. The reconstruction of Warsaw came at the time when 
Poland was under Soviet influence, and productive forces focused almost exclusively on 
other branches, which limited investment in housing. Moreover, land, was not allowed 
for market allocation. Warsaw was rebuilt hastily to meet the housing needs of the 
population, which sometimes wasted economically valuable areas.

The later transformation of the real estate sector, especially housing, was proceeded 
slowly to the standards of a developed market economy. In Poland the housing sector 
has been operating as a market since about 2000, when inflation dropped and the 
required regulatory changes were introduced. The current development of the city and 
the valuation of land rent can therefore be treated as fully marketable, as evidenced by 
prices of residential real estate which mainly stand for land values. According to the 
monocentric city theory housing prices fall with distance from the center, while the 
population density decreases with the distance. There is a positive spatial correlation 
between building intensity and housing prices.

Some derogations from the monocentric city theory, which usually arose during the 
Soviet era in Poland, created inefficiency and caused misallocation that can be reduced 
by appropriate development of a transportation system. The location, measured with 
the distance from the city center is definitely the most important factor determining 
land values. As neighborhood effects matter and are capitalized in the value of the 
property, zoning also has an impact on housing prices and the future neighborhood. 
The very important issue is also to regulate the land use properly in spatial plans, 
which impacts the intensity of buildings and indirectly affects the value of the land.

Future research should focus on more detailed analysis of city development 
in various directions and districts. It is also very important to take into account 
transportation system as a very important factor, which has a very big impact on city 
development and land prices.
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