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SUMMARY

Promoting affordable housing is a main social respgmlity of the society; safeguarding ade-
quate housing conditions for all people is of giegiortance to create a balanced society.
Thus, each state should establish a framework ggliblic and private stakeholders to

offer affordable housing. Market forces in a madednomy system are able to support hous-
ing under affordable conditions. It is very impart#&o promote sufficient supply of housing
and prevent scarceness, especially in the strateghyanded regions. The land market and the
supply of developed land for housing is an esskpiteacondition, a challenge of public land
management. The existence of a rental housingrsedtde helpful; it poses an alternative

to owner-occupied housing with less investmentfarahcial burden for the tenant.

Nevertheless these aims could not be achieved wifhablic intervention. Necessary are:

- Legal framework — e. g. social housing law, remt &nd rules to implement afforda-
ble housing projects.

- Public financial opportunities — e. g. subsidiesnged as extra payment (without re-
funding) or as loans with low interest or with peldecurities; subsidies granted for
the benefit of the dwelling (object-based grantjasrthe direct benefit of the target
household (subject-based grant).

- Stakeholders who are willing to be engaged inlthniged-profit part of the property
market — e. g. state/ government itself, publickned companies, non-profit organi-
zations, foundations etc., and an increasing nurmbeon-specialised actors (com-
mercial developers and private landlords).

There is a big range of opportunities and each trpimas to discuss and determine the sys-
tem preferred according to their situation.
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Promoting Affordable Housing within Market Economy

Winrich VOSS, Germany

1. INTRODUCTION - SOCIAL WELFARE REQUIRES AFFORDABLE H OUSING

Ambitious societies have the aim that all famikesl households should have the possibility
to live in appropriate dwellings at reasonable secured conditionsSatisfying housing
conditions for all creates social freedom and welf®romoting affordable housing is of great
importance for the poor part of the population &nd mainsocial responsibility of the socie-

ty.

The right to adequate housing is fixed in Articlle(1) of the International Covenant of Eco-
nomic, Social and Cultural Rights (CESCR). The Gan€omments execute: “States parties
recognize the right of everyone to an adequatalatdof living for himself and his family,
including adequate food, clothing and housing, @anthe continuous improvement of living
conditions. The human right to adequate housinggtwis thus derived from the right to an
adequate standard of living, is of central impor&afor the enjoyment of all economic, social
and cultural rights.” (Source: UN — Office of thegH Commissioner for Human Rights: The
right to adequate housing (Art.11 (1)), 13.12.190ESCR, General Comment 4, No. 1).

No. 7 of the General Comment remarks more in détailthe right to housing should be
ensured to all persons irrespective of income oes&to economic resources. Secondly, the
reference in article 11 (1) must be read as refgmiot just to housing but to adequate hous-
ing. As both the Commission on Human Settlemendsth@ Global Strategy for Shelter to the
Year 2000 have stated: "Adequate shelter meaadequate privacy, adequate space, ade-
quate security, adequate lighting and ventilateatequate basic infrastructure and adequate
location with regard to work and basic facilitiesllat a reasonable cost". (Source: UN — Of-
fice of the High Commissioner for Human Rights: Tigt to adequate housing (Art.11 (1)),
13.12.1991. CESCR, General Comment 4, No. 7).

Thus, the state has to establish a framework er@bpliblic and private stakeholders to offer
affordable housing. In addition to the social andhlan aspects promoting affordable housing
is an economic affair and an organizational chgketoo. Necessary are

- legal framework (law and rules),
- financial opportunities (money) and
- stakeholders who are engaged in this part of topgsty market.

'The term “dwelling” is used here as a generalizethtfor different items or tenure patterns usedeascribe the
living place of a household (apartment, house, dahdominium etc,).
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Affordable housing projects are possible to be annted by each investor, private or pub-
lic, owner-occupier or land lord. According to exipeace the public stakeholders are of spe-
cific importance, e. g. state / government itgalfblicly owned companies, non-profit organi-
zations, foundations etc.).

Financial engagement of the public sector is irghsable. Two principles are generally dif-
ferentiated (Kiihne-Buning/ Nordalm/ Steveling 200527 1ff.):

- Object grant: The financial aid is granted to tler of a property who is bounded to
let the apartment to the target group householtls on

- Subject grant: The financial aid is granted tottrget group household directly; the
family looks for an appropriate apartment on thekeg a part of the rent is paid with
the financial aid.

The possibilities to promoting affordable housitap(s) are manifold. Financial aid can be
granted as extra payment (without refunding) cait be granted as credits, e. g. loans with
low interest or loans with public securities. Nemagments can be promoted or the moderni-
zation of housing stock will be preferred. The staders can acquire properties/ buildings
suitable for target group households or they cauiae rights from the property owners to
distribute the target group households to the.flat®ther important tool of the public sector
is offering land for housing to reduced prices; ithveestors are obliged to reflect the reduced
land price in reduced rents for target group hookksh this opportunity extends the supply
and reduces the burden of rent level.

The contribution systemizes the possibilities afmpoting the supply of affordable housing in
market economies and illustrates figures and e&pees from German perspective.

2. PROPERTY MARKET AND AFFORDABLE HOUSING
2.1 Market Forces

Housing is a part of the economy and works accgrtbrthe rules of market economy. So the
housing sector is determined by supply and demi&edyansaction prices of apartments and
houses as well as the rents of dwellings firstg/the results of market forces. In the center of
interest in view of affordable housingtlee supply of dwellings — rented apartments as well
as owner-occupied houses. The market mechanisnsvagrketter as the market framework
serves a perfectly executed market (transparenagynmdependent suppliers, many inde-
pendent demanders, supply of adequate substi{ttéehe-Buning/ Nordalm/ Steveling

2005, p. 20). In theory it may be possible butractice a free market economy system itself
(without public intervention and public incentives)usually not able to care for adequate
housing conditions in volume and prices. The denfanthvourable housing always is very
high while the supply of reasonable dwellings ulsuialnot sufficient, especially in preferred
regions. This could be caused by reluctance ofstors to create an artificial scarceness of
supply and raising prices (speculation); anothesjimlity is an insufficient supply of devel-
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oped plots for housing estates caused by the pplaliming system, the land market and land
owners.

We can talk of a well-balanced housing marketef tlutput of the market meets the following
targets:

The housing market should provideough dwellings(volume of the housing market/
housing stock); the number of dwellings in a reggsbould be in line with the number
of families/ households.

The housing market should provide a general gaaabstrd of dwellings and addi-
tionally differentiated standards at differentiated price and rent levels.

The situation at thiEand market is very important and a pre-condition for a well-
balanced housing market. “In addition it is impattthat the way they get the land
does not result in social housing being of low guain poor locations, in insufficient
numbers and so on” (Needham 2000, p. 1). The laaritehin countries with a forth-
coming land administration system is influencedtbyand use planning system. Af-
fordable housing requires a strong cooperation thighpublic stakeholders responsi-
ble for land use planning and the private or pusakeholders acting in the land mar-
ket.

Other related factors according to the housing etaake the capacity of the construc-
tion industry and the financing system (mortgageesy and interest level).

The tasks according to affordable housing are

to create a sufficient supply of dwellings — inchglsufficient land suitable for devel-
opment of residential projects -,

to guarantee affordable conditions (quality andgrfor an adequate part of the de-
manding groups and

to organize that an adequate part of the supgps$ open for the target group house-
holds and is not occupied by better off households.

These objectives mostly require public interveniio the market system; but the interven-
tions should be kept as small as possible. Theetaraf divided markets or a secondary mar-
ket sector with low standard and image should egented; in such cases the advantages of
market forces are reduced or even cut off. Thevetdions of the public authorities are based
on a legal framework; they are composed of leggdaasibilities, financial aid in various

form and stakeholders engaged in affordable housswgs — publicly or privately organized.
There is a big range of opportunities and each trpinas to discuss and determine the sys-
tem preferred according to its situation.

2.2 Social housing markets in Europe

Remark: The terms of “social housing” and “afforlgabousing” are very similar and mostly
are used alternative, so in this paper. In Gerntia@yerm ‘social housing’ (Sozialer
Wohnungsbau) is rarely used today; the term islinto the former policy in the 60ties and
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70ties. Today legal texts generally refer to thien&'publicly subsidised housing” (6ffentlich
gefdrderter Wohnungsbau) or "housing promotion” fWiaumfdrderung).

Social housing is organized and supported withim diiferent tenure structures:
- Owner-occupied homes and condominiums.
- Tenant-occupied rental dwellings or apartments.

The tenure split of the housing stock is differenthe European Union. Fig. 1 shows the high
share of home-ownership in most Member States ggeeEU 27 over 70%). According to

the most recent available data, today homeownerahiges from over 95% in the Eastern
European countries of Estonia, Romania and Bulgsriabout 40% in Germany and Sweden;
Switzerland which is not in the list has a loweerstill. The rental sector is subdivided into
dwellings in private or social rent tenure. Germanthe only country in the European Union
where the private rental sector (53 %) is largantthe owner-occupied one (42 %). Relevant
portions of the rental sector of more than 30% cawress in 9 other countries (Netherlands,
Austria, France, Sweden, Denmark, Czech Repulitakd, UK and Luxembourg). This is
an important feature when discussing the toolgoopte affordable housing (comp. house-
hold tenure in UK: Jowsey 2011, p. 90ff.). The ni@med countries like Germany, tools are
necessary operating with landlords as well as owsgeupiers; in countries with homeowner-
ship rates over 90 % one strategy will be suffici®espite large differences in tenure types,
one general trend is an increase in homeowneraleg m most EU countries; since many
years this is a main objective of the housing policGermany too.

Fig. 1: Tenure split as a percentage of total dngdl stock in the EU 27 (2010)
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Source: Pittini, A. (2012): Housing Affordabilitp ithe EU — Current situation and recent trends. CBBAS
Housing Europe’s Observatory Research Briefing,r\&aNo. 1/ January 2012, p. 6
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Fig. 1 also provides information about the soaaltrsector in the countries (green column)
which is relevant in all countries except Latvial &yprus. Within the rental sector, the rela-
tive importance of private versus social rentalessubstantially. In a few countries social
rental housing accounts for more than 50% of théatenarket (Netherlands, Austria, UK as
well as in Eastern European countries which doaveha well-developed rental sector) (CE-
CODHAS 2011, p. 10). In Germany the building staookler social housing represents about
5% of the national housing stock only (cp. Fig. 2)

Fig. 2: Social rental housing as percentage of tatasing stock
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Source: CECODHAS Housing Europe (2011): HousingogerReview 2012, p. 23

The figures with big differences across Europeocia rental housing as percentage of the
total building stock are not comprehensible andirmaere interpretation; while in Finland,
Sweden, Denmark, UK, France, Czech Republic andriasocial rental housing have a per-
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centage of narrow to 20 %, Germany, Belgium, It8kpvenia, Spain and Portugal get along
with about 3-6 % of the stock, although the so@or®mic situation in the countries is not
that much different. But the strategies to pronadterdable housing may be different.

The market prices for housing properties develggeahgly in the period 1996-2006 in most
of the European countries (increase factor 2 -n@)head been stopped since the financial cri-
sis. Exclusions are Ireland (extremely vulnerable) Germany (unimproved or steady over
the whole decade). Especially in the European rpetitan regions and big cities many
households were excluded from housing market a@essannot find adequate dwellings
here. In the major German cities the comfortalileasion changed with the economic recov-
ery after 2009; prices and rents are increasing again, but still not much over the level of
inflation rate.

Fig. 3: Nominal House Price Indices 1996 - 201(®@L8 100)
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Source: European Mortgage Federation

2.3 Market for affordable housing in Germany

Fig. 2 shows a percentage of 5 % for Germany ou@Danillion social housing rental dwel-
lings within the total housing stock. The stockaffbrdable housing in Germany is much
more extended than the 5% legally social housiagkstEspecially the dwellings managed by
cooperatives are part of the affordable housintesysThey are called “quasi-social housing”
including large parts of the municipal housing ktttat is no longer legally social housing.

In many cases, however, municipal political leadherge decided to continue to operate them
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as de facto social housing in terms of rents acdss(Droste, Chr.; Knorr-Siedow, Th.: So-
cial Housing in Germany. In: Whitehead, Chr.; SoanK. (2007), p. 97). This ex-social mu-
nicipal housing stock was reduced in many citiethelast decade because of privatisation.
Municipalities in both western and eastern Germangljfficult fiscal shape, have sold thou-
sands of public homes to international institutianaestors, particularly US, British or Japa-
nese pension funds; this abruptly was stopped éfirtiancial crisis in 2007.

In Germany the social housing policy changed dutteglast 3 decades completely. After
World War 1l the main task was to construct pleotyew dwellings to satisfy the demand of
the growing population with increasing standardhang. In the 1960ties and 1970ties social
housing was a separated part of the housing mdrketn by specific private or public stake-
holders and direct investment of public money (cam@s under non-profit law, the majority
was in ownership of municipalities, the Lander acially based organisations as churches or
unions and cooperatives). The suppliers of so@akimg dwellings were required to accept
tenants under income limits, rent ceilings andtknoif flat size and number of rooms. In the
following decade the object-based financial aidngfeal more and more into a subject-based
financial support directly to those who cannot faskequate living space at the market. In
1989 the non-profit status — the return on investnas limited to 4% p. a. — was cancelled.
The number of social housing units is permanerglgliding because the status of being part
of the social housing regime finishs after a fixediod; this ranged from about 40 years in
the 1970s and 1980s to 12-20 years in recent yaties;its expiry, the owners of the dwel-
lings are free to rent or sell the dwellings at keaprices (Droste, Chr.; Knorr-Siedow, Th.:
Social Housing in Germany. In: Whitehead, Chr.;rfma, K. (2007), p. 90).

Today providers of publicly subsidised housing i municipal housing companies and
cooperatives (which constitute the traditional poofit sector) as well as private landlords,
commercial developers and investors with a vaétshareholders (comp. Schulte/ Bone-
Winkel/ Thomas/ Holzmann 2005, p. 211ff.). Fronegdl point of viewall housing compa-
nies are considered market act@shough municipal housing companies act accorting
local policies and housing nee@®»urce www.housingineurope.eu/publications/country-prafile
20.03.12). A good example for the conglomerateakeholders in the sector of affordable housing is
the umbrella organisation of GdAWhe members of the GdW Federal Union of German Hou-
sing and Real Estate Associations are 1.897 housiogeratives, 739 municipal and public
housing associations as well as 138 real estateiagisns in the private sector, 53 church
housing associations and 49 further institutiond\2009, p. 116). The members represent
about 6 million rental dwellings, nearly 30 % of r@ntal flats in Germany. The members’
housing stock includes about 1,2 million social$ing dwellings and 2,2 million flats man-
aged by housing cooperatives.

Since the legal rules turned away from the funaihgpecific types of dwelling towards per-
sonal subsidies and from socio-spatial policy thvidual care, the range of promoting af-
fordable housing in Germany could be better coubtethe number of supported households
than by dwelling units. In 2009 this has been aimim of 5 million households (12,5 % of
all households), much more than 2 million dwellisgj# registered under the social housing
regime. 80 % are involved in the social securitstemn and benefit from different types of
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income transfer, e. g. long-term unemployment ben@irbeitslosengeld 1) or basic social
security benefits (Grundsicherung); both alreadyude housing cost (2009: 15 billion EUR).
20 % or 1 million households benefit from housitigwwance (Wohngeld; 2009: 1,6 billion
EUR). Retired persons are the biggest subgroupws$ihg allowance donees; 9 % of these
households are owner-occupiers and 13 % livedsiocaal housing unit only in 2009
(Wohngeld- und Mietenbericht 2010, p. 9).

2.4 How to define “affordable™?

The affordability of housing cost depends from ldweel of household income, the market rent
level — or the charge of mortgage paying in casewsfer-occupiers — and the cost of living in
a region. The relation between these factors isinbrm but changes between strong and
weak regions. In core regions with high economicatyic the relation often is most prob-
lematic (in Germany e. g. Munich, Rhine-Main ort&jart); also in very weak regions with
high unemployment it is difficult for many familiés cover housing cost.

The Committee of economic, social and culturalSgICESCR) explains “affordability” in

No. 8 c) of General Comment 4 related to Art. IYlofithe International Covenant on Eco-
nomic, Social and Cultural Rights: “Personal or $ehwld financial costs associated with
housing should be at such a level that the attam@ued satisfaction of other basic needs are
not threatened or compromised. Steps should be tak&tates parties to ensure that the per-
centage of housing-related costs is, in generahnoensurate with income levels.” (Office of
the High Commissioner for Human Rights, United Bia$i, 13.12.1991). This explanation
leaves it to each state to substantiate the terithwé subject to national interpretation.

The main indicator to identify affordability is tisdare of housing cost in disposable income.
A very common limit to exceed affordability is tteeshold of 30 % cost according to hous-
ing in relation to the gross income of a househBIdROSTAT considers a household as
‘overburdened’ when the total housing costs - idirlg utilities (water, electricity, gas and
heating) and any costs related to regular maintnand structural insurance - represent
more than 40 % of disposable income (Pittini, AL20p. 2).

On average in EU 27 and based on the total popul#te European households spend 22,5
% of their income on housing; housing costs inclutilties and deduction of housing allow-
ances. The situation of the lower income househmdd®mes apparent if the burden of those
with an income below 60% of median national incqfpepulation at risk of poverty”) is
analysed. The share for them is almost double avitbverall rate of 41 % (Pittini, A. 2012, p.
3). Fig. 4 shows the inhomogeneous rates for th Edountries, and very high rates in
Denmark, Greece, UK (over 50 % of population dt aspoverty) as well as Netherlands and
Germany. People at risk of poverty living alone thieeones who spend the most on housing
compared to their income, while large families thiee ones spending relatively the least. The
figures of the CECODHAS-survey result in 10,1% of@&pean households, and 37% of the
population at risk of poverty spend more than 4@0%isposable income on housing. They are
considered as ‘overburdened’ by housing costswhat they have to pay for housing is too
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much compared to what they can afford (PettiniQ@12, p. 4).

Fig. 4. Share of housing costs as a percentagspdshble income in the EU 27 by poverty
status (2010)
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Source: Pettini, A. 2012: CECODHAS Housing Eurdgeusing Europe Review 2012, p. 3

3. LEGAL RULES PROMOTING AFFORDABLE HOUSING

The housing market is a local or regional markentRevel and the level of construction

costs are strongly influenced by regional asp&ashe municipalities and the counties are
the administrative structures which have to gowafordable housing in each single case. The
framework (rules and distribution of subsidies)dlddoe organized at an upper level. Today
the framework of affordable housing in Germanynisasponsibility of the Federal States
(Lander); some detailed rules may be fixed atdlcalllevel. The law requires that Federal
States, regions, counties and municipalities havmobperate in social housing issues.

3.1 Specialized law on affordable housing

Before the Federalism Reform in 2005 in Germangrdtible housing was a common issue
of the national level (Bund) and the 16 FederateSta=rom the 1950s, the legal foundation of
social housing was given by the Second Home-bwgldaw (1. Wohnungsbaugesetz, or
WoBauG). German housing policy previously centeneanassive direct and indirect subsi-
dies to builders (grants and tax reliefs). This \a&s replaced in September 2001 bylthes

on Social Housing Provision (WoFG)Since the competence in social housing turnedeto
Lander in 2005 it is the choice of the Lander tefkéhe WoFG or to pass a new bill at the
State’s level. Today six of the States passed alaewn the other States the WoFG is still
relevant as the general legal framework (BBSR 2015%). Since the 1980s, the situation of
affordable housing turned away from increasingrthenber of dwellings, because the gener-
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ally high housing standards made state interferemm® obsolete. Now the legal rules are
targeted on the quality of the building stock amel meeds of special groups (subject-based
subsidies).

Thetarget groups are defined by the legislation as households veimmot secure themselves
with an adequate accommodation and need suppatpdlicy supports in particular low-
income households as well as families and othesélmaids with children, single parents,
pregnant women, elderly, homeless and other neexypps
(www.housingineurope.eu/publications/country-prajile

The Law on Social Housing Provision (Wohnraumfombgsgesetz — WoFG) includes the
promoting of affordable housing in differefiotrms of tenure:

- Rental dwellings,

- cooperatives with shared ownership/equity (Genasdeiten) and

- owner-occupied dwellings.

Different possibilities are fixed in law support affordable housing(8 2 WoFG):
- Construction of adequate dwellings including itsglxase of new constructed dwell-
ing (max. 2 years old),
- purchase of existing dwellings,
- modernisation of dwellings,
- arrangements that the house owner accepts terfaogsrcby the municipality (pur-
chase of the right to occupy - Belegungsrecht).

The law also mentions different kindsgrfanting subsidies

- Approving subsidies as loans with favorite conaiip

- approving subsidies as grants,

- securities given by public institutions (loan gudese, letter of indemnity, etc.),

- offering land for housing from public stock to affable prices (8 4 WoFG). This ob-
ligation is an important motivation of public labdnking. Public institutions includ-
ing public companies organized according to privateare required by law to ensure
that there is available land for housing in an appate volume and to adequate prices
to promote affordable housing (Needham/ de Kam@Q@ 20).

Additional the law assigns the followirtgsk to the municipalities (8 4 WoFG):

- The municipalities are required to care that ptledicated to housing are not specula-
tively accumulated, but will be built up and taketo use;

- inview of the existing housing stock the municifyahas to care that appropriate
dwellings will be modernized.

- Finally the municipalities are obliged to consuitlasupport potential house builders
(§ 4 WOFG).

- Techniques of land-saving and cost-reducing coastnu methods should be pre-
ferred.

The Law on Social Housing Provisions (WoFG) embsdiderent tasks to the public sector
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and offers a wide range of tools to promote affbtedousing. The municipalities are the
main stakeholders to implement affordable houswlgyp locally. The Federal States provide
and distribute the public money which is essemtigiromote affordable housing. From the
1980s, the federal States' programmes were inaglgsipened up to individual and institu-
tional private investors. Today many federal staggglire a concept of housing policy in ad-
vance of granting subsidies legitimated by the mmipai council §ocial housing provision
concep). The concept describes the technical and satigt®n of housing in a municipali-
ty and sets the focus to the preferred strategmgdementation tools and distribution of sub-
sidies.

The granting of subsidies is connected wittome ceilingsand thresholds according to the
size of dwellings. There are different rules in Besleral States; the following figures are not
strict ceilings but they show the range of dispéesaicome if full subsidy is granted. The
yearly disposable income may not exceed

- for 1-person household 12.000 EUR,

- for 2-person household 18.000 EUR,

- each additional person in household +4.100 EUR,

- per child additional + 500 EUR.
The disposable income of a family with 2 childredimited in case of full subsidy to 27.200
EUR p. a.

Therestrictions of living spaceare fixed by the Federal States. Appropriate sttesntal
dwellings are

- for 1-person household 50°m
- for 2-person household 60°m
- for 3-person household 75m
- for 4-person household 85m
- for each other person in household 10-nf
In case of owner occupation the size thresholds are
- households up to 2 persons 98 m
- households up to 5 persons 30
3.2 Rent law

The rental housing market in Germany is determimesdtrong rent law protecting tenants and
setting restrictions to the land lords. The legaihfework of rent law is valid for the rental
dwelling sector all in all, the rules for adequlateising provision contracts are not more se-
vere (except old social housing contracts basetti@principle of “cost rent”), but the rules
are very important for the affordable housing framaek too. The most important aspects are:
- Protection against eviction: Dismissal by land lergossible only, if the tenant does
not satisfy his/her duties out of the contractg- eissing payments for more than one
months, no care for or damage of the dwelling thefland lord’s family itself has an
urgent need to use the flat for their own purpasatan adequate economical exploi-
tation is prevented.
- The level of the rent can be controlled againstlineal comparative market rents”
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which are monitored in a “list of comparable rerdsjanized e. g. by the associations
of tenants and of land lords. It is no obligatibmsgree upon a list of comparable
rents in a municipality. Especially in big and medisized cities you can find such
rent indexes.

- The increase of rent payment is limited to 20 %hiwit3 years.

- In case of modernization of a dwelling the yeangrease in rent payment is limited to
the equivalent of 11 % of the modernization costs.

There is no institution which controls the rent kedr it is up to the tenant to care about it and
— in case of misuse — fight against it by courniRaw is part of the civil law, public institu-
tions do not have a obligations to control thesesr(Kiihne-Biining/ Nordalm/ Steveling
2005, p. 83f.).

3.3 Planning law and affordable housing

Few legal rules relevant to the promotion of afédi® housing are given in the German Fed-
eral Building Code (Baugesetzbuch — BauGB). Withagelly binding local development

plans the municipalities have the opportunity teigieate areas for residential buildings

which could be part of the social housing provisi¢® 9 (1) No. 7 BauGB). Today munici-
palities rarely operate with this designation, .€ogsmall areas or single plots spread over a
district. Large coherent social housing districisld cause many social problems as the expe-
riences from 1970s - 1980s showed. Moreover thergéplanning aspect - given in 8 1 (6)
No. 2 BauGB - requests that the composition ofhitaats in an area should be kept or cre-
ated in a socially balanced manner. Unilateralcstmes of population should be avoided; this
in contrary is also relevant for rich people’s ‘ghicommunities”.

In regions with high demand on the housing markistan increasingly widespread practice
in new developments to set a minimum percentageadhl housing the developer is obliged
to implement. This is a policy in the big Germaties. Implementation is made with the help
of Urban Development Contracts according to 8 1a@&#a. These contracts are used to fix
arrangements next to the planning permission betwaeicipality and investor (Mutze/
Senff/ Moéller, 2007, p. 25). Tools like this areglace in many other countries too. For in-
stance in England, the Section 106 Agreementegallly binding agreement between the
Local Planning Authority and the developers, whotten requires developers to minimize
negative impacts on the local community, e. g. maakcess problems of lower income
groups after realizing the new development. In &paieach new urban development a mini-
mum of 30% of the land must be used for protectadsimg. Also in the Flemish Region in
Belgium, a recent decree established the involvéwfeine private sector in social housing
provision: in each new estate development (comgjsif over 10 houses/50 apartments) at
least 20% has to be social housing, 40% if the tidngs to the public sector. In France,
law sets the obligation to have at least 20% oieddousing in every municipality over 3500
inhabitants (CECODHAS Housing Europe, 2011: Hou&ngope Review 2012, p. 29).
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4. FINANCIAL TOOLS TO PROMOTE AFFORDABLE HOUSING

Some tools serving affordable housing by publigeit@lders are always mentioned in the
chapters above. The following list of possible sogives a summarizing overview and focus
on the financial tools. The list is organized aduog to the different types of subsidies.

Fig. 5: Financial tools to promote affordable hogsi

» Direct subsidies
o Object-based grant
= Rental dwellings (support to the land lord)
» Construction/ modernisation cost
* Interest-reduced loans
* Expenditure-based loans
= Owner-occupied dwellings (support to the targetdetwld)
» Construction/ modernization cost
* Interest-reduced loans
* Expenditure-based loans
» Promotion of building society savings
0 Subject-based grant (support to the target houdghol
= Housing allowance
« for tenants (Wohngeld)
» for owners (Lastenzuschuss)
= Extraordinary support to target households
* Provision of dwellings based on municipal right®tcupy
* Indirect subsidies
o Tax incentives
= Rental dwellings (support to the land lord)
* Income tax (increased or extra depreciation)
* Property transaction tax
* Inheritance tax
= Qwner-occupied dwellings (support to the targetdetwold)
* Income tax (fixed amount of tax reduction)
* Property transaction tax
* Inheritance tax
o Framework for social housing market
= Rental market framework
* Rent price comparison system
* Rentincrease ceilings
= Land market policy
e Adequate land selling prices from public land stock

Source: Kiihne-Blning/ Nordalm /Steveling (2005)u@tagen der Wohnungs- und Immobilienwirtschatft, p.
279; own supplements
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Financial tools and legal tools are overlappingnedinancial tools are already mentioned in
law (comp. Murfeld 2000, p. 612ff.). Additional tieeare tools and subsidies of general pub-
lic housing policy, e. g. for energy-saving househhiques, dwellings for handicapped peo-
ple and tax reductions for monuments and modetpizaif buildings within urban renewal
areas; they are available and used in the affoedatlising sector too.

All'in all subsidies to support households haviifgallties on the housing market to acquire
adequate dwellings to adequate conditions areablail

- as part of the social security system (e. g. baslis for long-term unemployed fami-
lies), paid according to social security law;

- as part of housing allowance paid by the FedestkStccording to housing allowance
law predominantly to households which are beyormbésecurity thresholds;

- as part of the social housing provision system pgithe federal States according to
social housing provision law (WoFG).

The latter part based on the Law of Social HouSirayisions is most important for additional
affordable housing projects. As already mentiotednhunicipalities are responsible at the
level of project development, the financial andalegsponsibility is in charge of the federal
States today; compensating its former responsibilisocial housing the Federal State
(Bund) is still involved in financing social housgiprovision till 2019. The range of social
housing provision can be seen in Fig. 6 and 7.

Fig. 6: Number and type of subsidized dwelling&ermany 2002 to 2010

2002 2003 2004 2005 2006 2007 2008 2009 2010

16 Federal States in total
Subsidized dwellings

in absolute terms 91.539 64.516 55.147 60.204 52.954 56.312 72.203 73.286 57.643

in percentage 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0
Thereof (in %)
New constructions 42,5 46,8 51,0 42,4 42,3 35,2 29,1 32,1 38,5
Investment in building 57,5 53,2 49,0 57,6 57,7 64,8 70,9 67,9 61,5
stock
Rental dwellings 65,0 54,7 60,7 62,8 61,2 63,3 58,9 56,9 53,5
Owner-occupied dwellings 35,0 45,3 39,3 37,2 38,8 36,7 41,1 43,1 46,5

Source: BBSR (2011): Fortfihrung der Kompensatiatiehflir die Wohnraumférderung (Endbericht), p. 10
www.bbsr.bund.de
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Fig. 7: Cash equivalent of social housing subsitigsermany 2006 to 2010

2006 2007 2008 2009 2010
16 Federal States in total
Social housing subsidies (cash equivalents in MiBUR)

in absolute terms (Mio. EUR) 794,73 845,49 1.050,16 1.159,76 1.048,30
in percentage 100,0 100,0 100,0 100,0 100,0
Thereof (in %)
New construction 74,5 67,3 62,2 69,6 72,6
Investment in building stock 25,5 32,7 37,8 30,4 27,4
Rental dwellings 48,3 50,3 46,9 49,7 52,8
Owner-occupied dwellings 51,7 49,7 53,1 50,3 47,2

Source: BBSR (2011): Fortfihrung der Kompensatiatiehfir die Wohnraumférderung (Endbericht), p. 9.

5. CONCLUSIONS

In view of the work of the FIG Task Force “Propeatyd Housing” with a focus on affordable
housing the following conclusions might be partohsideration:

- Adequate housing is a fundamental need of eacHylahuusehold. Access and af-
fordable conditions of the housing market are higklevant aspects of a country’s
social policy.

- The problem of affordable housing is highlightedegions with strong economic ef-
fort and limping supply.

- Affordable housing needdrategieshaving focus upon the quantity aspects of hous-
ing or upon the quality aspects of housing. Ifriagional market does not allocate
enough dwellings in relation to the number of hdwdes in the region a quantity-
aligned strategy is necessary; is the numeriaaasdn sufficient a quality-aligned
strategy should be pursued.

- Assumption of each strategyirgormation about the housing market and housing
situation of the people; a monitoring system isassary. Necessary also aench-
marks, e. g. which is an adequate size of a dwellingaféamily, which are adequate
proportions of a family’s disposable income for kimg and for a reasonable standard
of living.

- The aim in a quantity-aligned strategy is the bewaalg of the supply of the housing
market. This is not only a question of the capagftthe construction industry but a
guestion of the capacity of urban planning, of laegburces which can be made avail-
able for the social housing stakeholders, andatheé management attitudeof the lo-
cal authorities.

- Affordable housing needs public intervention gmblic financial support to close
the gap in comparison to free housing market carditand to assist the target
groups. Financial support can be granted for tmetiteof the dwelling (object-based
grant) or for the direct benefit of the target hehusld (subject-based grant).

- It should be aspired to combine social housing ldgweents and private residential
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property developments within an urban developmesd & a mixture. The experienc-
es of large neighborhoods of social housing congseate unfavorable in a long-term
perspective; the social problems in unilateral hiearhoods tend to accumulate and
the value of the building stock is unsustainabtei@ housing must not decline to low
quality housing.

- Next to the owner-occupied marketeatal housing market should be established.
Many low-income households are not able to finandevelling of standard quality.
Areas with low-cost dwellings — owner-occupied @nted — are put in jeopardy to be-
come a slum area. A rental housing market includiigrdable housing and public
support could be an alternative for low income letwdds.
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