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Madrid’s Gran Vía: Urban Renewal and Forced Displacement

In 1910, the Barrio de Pozos was one of the oldest and densest neighborhoods in central Madrid. Its streets averaged five to seven meters in width — barely enough for two carts to pass. Buildings were packed at fifteen to twenty residents per hundred square meters. The neighborhood had been there for centuries, and it had the organic commercial texture that appears wherever people have lived densely for a long time: small artisanal workshops, taverns, bakeries, cobblers, repair shops, family rental properties. None of it was elegant. Much of it was genuinely unsanitary. And by 1920, almost all of it was gone, replaced by a 1.4-kilometer-wide ceremonial avenue lined with banks, department stores, and apartment buildings whose ground floors rented for more in a month than a laborer earned in a year.

This is the story of the Gran Vía — officially a modernization project, actually one of the most sophisticated mechanisms of wealth transfer in early twentieth-century European urbanism. Understanding it requires understanding not how capitalism dispossesses the poor (the Marxist reading, which captures some of the surface phenomena while misidentifying the engine), but how the state, when captured by real estate interests, can use its unique coercive powers — compulsory purchase, debt issuance, royal prerogative — to accomplish transfers that no free market could produce. In a free market, the developers who wanted to build on the Barrio de Pozos would have had to negotiate a price with every single property owner. Many would have held out. The project would have been impossible or prohibitively expensive. What made the Gran Vía possible was not the market. It was the state.


The Fifty-Year Prehistory of a Project

The idea of cutting a major thoroughfare through the medieval center of Madrid was not new in 1910. The first systematic proposal emerged from the 1862 Plan Castro, conceived by the city’s chief engineer. It went nowhere. The municipality had no money, landowners had enough political power to block expropriation, and the financing mechanism that would eventually underwrite the project had not yet been invented.

The failure of 1862 established three institutional precedents that would matter enormously forty-eight years later. First, it legitimized the principle that the state could compel the sale of private land for “public utility” — the legal doctrine was put on record even if it wasn’t yet enforceable. Second, it established a discourse of “sanitary modernism”: the medieval street pattern was officially framed as a public health problem, a source of disease and congestion that the responsible state was obligated to remedy. Third, it accustomed investors and politicians to thinking of a major central thoroughfare as a coming development, something to position around. Each subsequent failed proposal — the Goiti Plan of 1900, the Soria Plan of 1905, the Ramos Plan of 1909 — reinforced this expectation without delivering it, creating an accumulating pressure of anticipated profit that would eventually prove decisive.

Meanwhile, Madrid was growing. The population expanded from around 281,000 in 1860 to over 543,000 by 1900, and the city’s physical infrastructure had not kept pace. Railroad lines converging on Madrid from all directions made it the hub of a national commercial network, attracting speculative capital and generating demand for modern commercial buildings, hotels, and office space — precisely the types of structures that would eventually line the Gran Vía. The 1861 Ley Hipotecaria had established a mortgage credit market, enabling a class of rentistas and property speculators to leverage their holdings for further acquisition. By the 1890s, property speculation was institutionalized in Madrid’s financial markets. The real estate bourgeoisie was organized, capitalized, and politically connected. What it lacked was a state willing to wield compulsory purchase on its behalf.



The Semana Trágica and the Decision to Build

In July 1909, Barcelona erupted. The Spanish military’s demand for conscripts to fight colonial wars in Morocco triggered a week of rioting — churches burned, barricades went up, dozens died. The unrest spread to Madrid. The ruling liberal-monarchical coalition, confronting the acute instability of working-class integration into the existing political order, faced a question that urban elites across industrializing Europe had been answering for decades: how to maintain political stability in a city whose dense, organic working-class neighborhoods were becoming incubators for socialist and anarchist organizing?

The answer they arrived at was a major urban reconstruction project, and its dual purpose was not hidden from sophisticated observers at the time. A visible, prestigious modernization project would demonstrate state competence and bourgeois progressivism to a European audience that was measuring Spain against Paris and Vienna. More concretely, the demolition and dispersal of the densely packed working-class neighborhoods that the Gran Vía route would cut through would break up the physical proximity and social density that made collective action possible. The neighborhoods targeted — Barrio de Pozos, Barrio de la Ópera, Barrio del Carmen — were not chosen primarily because they were the most congested or unsanitary districts in Madrid (they were not especially exceptional in this regard). They were chosen because they were the areas of highest working-class density immediately adjacent to the city center.

The real estate coalition that had spent decades lobbying for a central thoroughfare was ready. It included major construction and property firms, the Banco Hipotecario and associated credit institutions, and a consortium of major landowners called the Sociedad de Urbanización de Madrileños. Their economic incentive was transparent: a major thoroughfare through the center of Madrid would convert low-value, medieval-density real estate into some of the most valuable commercial and residential land in the Iberian Peninsula. They had the political access, the financial relationships, and the patience that comes from fifty years of waiting.



The Machinery of Extraction: Bypassing Parliament

On October 27, 1910, King Alfonso XIII signed a royal decree establishing the legal framework for the Gran Vía’s construction. The decree is worth examining in detail because of what it contains and what it bypasses.

The decree granted the municipality compulsory purchase authority over any property deemed in the “public interest,” with prices to be determined by a mixed commission of municipal officials and royal appraisers. It authorized debt issuance — municipal bonds to finance the expropriation and construction — backed by future property tax revenues. It gave the municipality the right to impose taxes on the new avenue. And it retained for the monarchy the right to select the private construction firms executing the project.

What the decree did not do was go through the Cortes, Spain’s parliament. This was not an oversight. The Spanish parliamentary system of the period included representatives with socialist and labor sympathies who might have introduced conditions on displacement compensation, relocation assistance, or the terms of the construction contracts. By executing the project through royal decree, the monarchy and its allied interests bypassed these potential constraints entirely. The most consequential urban intervention in Madrid’s modern history was decided without a single legislative vote on its merits.

The institutional architecture for executing the project was equally revealing. The municipality established a Gran Vía Commission composed of three municipal officials, two Crown representatives, and two representatives of major property owners and developers. Those last two seats institutionalized the fusion of state authority and private rent-seeking in a single body. Property owner representatives could directly influence decisions about which properties to acquire, in what sequence, and at what valuations — decisions that would determine exactly where on the spectrum between “generous expropriation” and “compelled sale at below-market prices” individual owners would end up. For the people whose properties were being taken, this was the difference between adequate compensation and financial ruin.

The financing mechanism compounded the structural problem. Madrid issued approximately 630 million pesetas in municipal bonds across multiple tranches between 1910 and 1931 — against annual municipal revenue in 1910 of roughly 35 to 40 million pesetas. By 1930, annual debt service exceeded 45 million pesetas, consuming sixty to seventy percent of the city’s revenue. The banks and wealthy investors who purchased those bonds at a discount — the first tranche went at 92 percent of par value, subsequent tranches at progressively steeper discounts as the city’s credit deteriorated, reaching 82 percent of par by 1923 — earned both coupon income and capital gains as bond prices recovered. The Banco Hipotecario, which underwrote nearly all the bond issues at fees of two to three percent per tranche, also sat on the municipality’s financial oversight board, where its representatives regularly blocked proposed spending on hospitals, schools, and peripheral public transportation on the grounds that debt service had to come first.

The structure was elegant in its way: private interests captured both the upside of the project (property appreciation, construction contracts, bond income) and the levers of institutional control over the project’s execution. Municipal taxpayers bore the risk. If property values along the route had failed to appreciate, the bond burden would have been catastrophic. As it turned out, property values did appreciate — enormously — and those gains flowed to the developers and property owners who had positioned themselves correctly.



The Information Game: How to Get Rich Before the Demolition Crews Arrive

Before the first building came down in 1910, a significant amount of money had already been made. The precise route of the Gran Vía was known to well-connected insiders months or years before it was publicly announced, and properties in the path of the avenue and immediately adjacent to it changed hands accordingly.

In 1908, a developer named Basilio Maraña purchased a 500-square-meter lot on Calle de la Montera — a street running parallel to the planned Gran Vía route — for 45,000 pesetas. In 1912, as the municipal acquisition process began, the same lot was valued at 120,000 pesetas: a 167 percent appreciation in four years in a city where general property prices had not dramatically changed. Maraña sold it to a construction syndicate at 105,000 pesetas, pocketing a profit of 60,000 pesetas — a 133 percent return on a four-year investment — without constructing anything, improving anything, or bearing any risk beyond the accurate reading of what the state was about to do with its compulsory purchase powers. This pattern repeated thousands of times across the city.

The working-class residents of the affected neighborhoods were on the other side of this information asymmetry. They did not know the route until the expropriation notices arrived. Many owned small rental properties — a widow with a four-room property in the Barrio de Pozos was a typical case — that had been in their families for decades. They were not speculators; they were people whose primary housing security was wrapped up in property the state had decided to take.

The expropriation valuations reflected the political composition of the commission determining them. Properties in wealthy areas adjacent to the royal palace were valued at twenty to forty percent above contemporary market rates. Properties in the Barrio de Pozos, in the sections acquired first (when the project’s profitability was least certain and the political pressure to minimize costs was greatest), were valued at thirty to fifty percent below market rates. The municipality paid an average of 35,000 to 45,000 pesetas for residential properties in poor neighborhoods. Comparable properties in non-expropriated central neighborhoods sold for 25 to 50 percent higher. And the properties a displaced working-class family could actually afford to move to — in Chamberí, Salamanca, or the Ensanche expansion districts — cost 40 to 60 percent more than what they had received in compensation.

For the widow with the Barrio de Pozos property, the transaction looked like this: the municipality handed her 40,000 pesetas for a property worth perhaps 60,000 in a fair market, and the nearest comparable housing cost 65,000 to 70,000 pesetas. Without access to credit — credit that the Banco Hipotecario was not offering to working-class women without substantial collateral — she could not make up the gap. Many such families moved not to the Ensanche but to Vallecas, San Blas, or Carabanchel: neighborhoods on the urban periphery with minimal infrastructure and, in 1915, no meaningful connection to the city center.



Vallecas

It is worth being specific about what relocation to Vallecas in the 1910s actually meant, because the phrase “displaced to the periphery” can absorb almost any amount of human suffering without conveying it.

Vallecas in 1910 was not a neighborhood in any modern urban sense. It was undeveloped fringe territory — largely unbuilt, without street lighting, without municipal water supply, without sewage infrastructure, without public transportation beyond occasional tram service that covered perhaps a portion of the distance to central Madrid on a good day. The tram did not serve most of where displaced families could afford to live. Walking to the center took more than ninety minutes each way.

Housing stock was what residents built themselves or found in hastily constructed rental blocks thrown up by developers who understood that desperate people with nowhere to go would pay whatever was charged. The construction was poor. The units were cold in winter and poorly ventilated in summer. Tuberculosis and respiratory illness were endemic. Public health data from the period suggests that mortality rates in peripheral neighborhoods receiving the displaced population rose measurably in the 1910s and 1920s, with researchers attributing increases of five to fifteen percent to the combination of poor sanitation, overcrowding in poor-quality housing, and the immunological stress of displacement itself.

The small business owners fared no better. An estimated 200 to 400 small enterprises — artisanal workshops, taverns, bakeries, repair operations — were destroyed by the demolitions. Many of these businesses depended on the neighborhood foot traffic, the relationships, and the low rents of the districts being demolished; transplanting them to the periphery meant transplanting them away from their customers, their suppliers, and the social network that made them viable. Most did not survive the relocation.

What was destroyed in the Barrio de Pozos was not merely housing. It was social infrastructure: the churches and meeting halls where residents organized, the taverns where neighbors argued and made agreements, the mutual aid relationships that had developed over generations among people who lived within a five-minute walk of each other. The physical dispersal of the neighborhood was simultaneously the dispersal of its capacity for collective action — which, returning to the political context of 1909, was precisely the point.



Building the Avenue: Who Profited, Who Paid

Between 1910 and 1931, somewhere between 5,000 and 8,000 workers at any given time were employed in demolishing the old neighborhoods and constructing the new avenue. This employment was real, and it created a political complication for socialist and anarchist critics of the project: construction workers who were earning wages had interests that diverged from displaced residents who had lost their homes. The PSOE newspaper El Socialista published consistent critiques of the compensation scheme and the collusion between the municipality and developers, but unified working-class opposition was difficult to sustain when the project was simultaneously the largest employer of unskilled labor in Madrid.

The wages, however, were less generous than the employment suggests. Construction workers’ nominal daily wages roughly doubled between 1910 and 1920, rising from approximately 3.50 pesetas to 7 to 8 pesetas per day. But Spain experienced significant inflation during the World War I period — the consumer price index approximately doubled over the same decade. Real wages for construction workers likely declined by twenty to forty percent even as nominal wages rose. A worker employed on the Gran Vía in 1918 earned considerably more pesetas per day than his 1910 counterpart and could afford considerably less with them.

The construction firms that employed those workers did not face the same squeeze. Constructora Madrileña, the largest firm on the project, earned gross margins of twenty-five to thirty percent on municipal infrastructure contracts and thirty-five to forty percent on private building construction contracts along the avenue. Over the twenty-year construction period, the firm’s average annual return on equity exceeded eighteen percent — against roughly four to five percent available on government bonds. The firms knew the costs, they had negotiated the contracts, and they had representatives in the right rooms when the terms were set.

The injury rate among demolition workers exceeded fifteen percent annually. Fatalities ran at two to four per thousand workers per year. There was no workmen’s compensation in any meaningful sense. The workers who were hurt or killed building the avenue did not appear on the balance sheets of Constructora Madrileña.



What the Gran Vía Became

By the mid-1920s, the avenue was substantially complete, and the spatial transformation of central Madrid was visible in a form that could be mapped precisely. Ground-floor commercial space on the Gran Vía commanded rents of 500 pesetas per month or more — against 50 to 150 pesetas in peripheral neighborhoods. This price differential made the avenue the natural concentration point for banks, department stores, cinemas, and chain retailers, and it made it impossible for the small artisanal merchants of the demolished neighborhoods to exist within it. The Barrio de Pozos had contained hundreds of small shops with minimal capital requirements; the Gran Vía economy had no structural niche for any of them.

The residential sorting was equally sharp. A 1930 census analysis shows that households on the Gran Vía and immediately adjacent streets averaged annual incomes of 8,000 to 12,000 pesetas — white-collar workers, professionals, businessmen. The Ensanche expansion neighborhoods averaged 4,000 to 8,000 pesetas. The peripheral neighborhoods of Vallecas, San Blas, and Carabanchel — where many of the displaced had ended up — averaged 1,500 to 3,000 pesetas. This was not the natural sorting of a free market. It was the direct consequence of a state-engineered displacement that had removed tens of thousands of low-income residents from the center and lacked the resources or the inclination to provide the infrastructure that would have made the periphery livable.

The infrastructure inequality compounded the income inequality. The Gran Vía received modern street lighting, underground utilities, tram lines, and all the physical amenities of a prestigious European avenue. Vallecas, which had absorbed thousands of its displaced former residents, had none of these things. Workers who lived in Vallecas and worked in central Madrid faced ninety-minute commutes each way, paid those commute costs out of wages that real inflation had already eroded, and returned to housing stock that was worse in almost every measurable dimension than what had existed in the Barrio de Pozos before the demolition crews arrived.



The Mechanism, Stated Plainly

The Gran Vía is interesting not as an example of capitalism in action but as an example of what rent-seeking looks like when it captures the state’s coercive apparatus — specifically the powers of compulsory purchase and debt issuance that private actors cannot exercise on their own.

In a free market without state coercion, no developer or group of developers could have achieved what the Gran Vía Commission achieved. The owners of the Barrio de Pozos would have had to be persuaded to sell voluntarily, which would have required prices substantially above what the commission paid, and the holdouts — and there would have been many — would have blocked any contiguous development corridor entirely. This is not a hypothetical: the history of private urban redevelopment without compulsory purchase is precisely a history of expensive negotiation, holdout problems, and fragmented, piecemeal development. The Gran Vía’s specific form — a single, clear, 1.4-kilometer corridor driven through the most densely settled part of medieval Madrid in twenty years — was only possible because the state was willing to serve as the enforcement arm of the development coalition.

The Marxist interpretation of this story frames the mechanism as “capitalist urban development” and the state as a tool of a ruling class. This captures something real: the developers, the Banco Hipotecario, and the construction firms were all capitalists in the obvious sense, and the political system that served their interests was not a democracy. But the framing obscures something important. The same compulsory purchase powers that enabled the Gran Vía can be, and have been, used for public housing, nationalized utilities, and state-directed planning — projects that Marxist urban theorists tend to admire. The mechanism is not inherently capitalist. It is inherently statist. What determines the outcome is who controls the commission, who sits on the financing board, and whose interests the decree is written to protect.

In Madrid in 1910, those questions had clear answers. The commission included property owner representatives. The financing board included Banco Hipotecario representatives. The decree was issued by royal prerogative, bypassing the legislative representatives of the working class. The result was a transfer of wealth from the densely populated poor neighborhoods of central Madrid to the developers, financiers, and property speculators who had positioned themselves to capture the returns — executed through the coercive powers of the state and justified under the aesthetically impeccable cover of modernization, sanitation, and civilizational progress.

That cover was not entirely cynical. The Gran Vía did improve air circulation. It did reduce some forms of congestion. The new buildings were genuinely better constructed and better lit than much of what they replaced. The public health outcomes for people who lived on the avenue were probably better than the outcomes for people who had lived in the Barrio de Pozos. The problem is that the people who had lived in the Barrio de Pozos were not the people living on the avenue. They were living in Vallecas, commuting ninety minutes to the same city they had been displaced from, paying more for worse housing in a neighborhood without street lights.

The Gran Vía demonstrates with particular clarity how “modernization” narratives function in political economy: they describe real effects for the people who benefit from a project and ignore or obscure equivalent or greater costs for the people who don’t. Whether the net social benefit was positive or negative depends entirely on how you weight the interests of the person living on the Gran Vía against the interests of the person who used to live in the Barrio de Pozos. The commission that designed the project had already answered that question before the first expropriation notice was served.
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