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9. Appendix 3 Germany (Marietta Haffner) 

 

Subsidies to promote social allocation 

Germany relies on “a system of temporary subsidies for social rental housing at 

moderate profits which finally returns the dwelling to the private market” 

(Kofner, 2014:5). The supply-side subsidy system consists of a conditional 

subsidy that goes to the investor in rental housing. The 2001 

Wohnraumfördergesetz/Housing Subsidy Law (WoFG) overhauled the law of 

1956 (Kofner, 2014, 24; Haffner et al., 2009), but did not change the basic 

mechanisms of the conditional supply-side subsidy. The 2001 WoFG was last 

adapted in 2015, according to the law webpage of the Bundesministerium der 

Justiz und Verbraucherschutz.44 Kofner (2017:66; see also Cornelius and 

Rzeznik, n.d.; Whitehead et al., 2016) describes the changes that were 

embodied in the 2001 law and took place thereafter, as well as an evolution 

from “classic” to “modern” policies. Programme design and regulation are now 

in the hands of the federal states, instead of the national government. The 

subsidies are now narrowly targeted on vulnerable groups, while in the past 

they were much less focused on these groups. The intensity of the 

subsidisation per dwelling has decreased. Furthermore, in the early years, 

subsidy periods lasted from 45-50 years; nowadays the terms amount to 10-25 

years. Last, but not least, municipalities can also negotiate claims/rights to 

existing housing, instead of new construction only.  

The supply-side subsidy system in Germany has moved from a universal to a 

differentiated approach, dependent on the local housing market as well as the 

financial capacity of the municipality in question to top up federal (and state) 

funds. 

Aims of the incentives 

The law regulates the subsidisation of housing supply in a wide variety of 

tenure neutral options (renting, owning, coops), namely new construction 

(including acquisition of housing units within two years of construction), 

modernisation of housing, acquisition of a so-called Belegungsrecht45 

(allocation or occupancy right) ) in existing stock, and acquisition of existing 

stock for ‘social’ purposes (conditions of allocation/occupancy and/or rent)  

The allocation or occupancy commitments are the outcome of negotiation 

between the landlord-investor and the subsidy-giver/municipality.  The 

                                                

44 https://www.gesetze-im-internet.de/wofg/BJNR237610001.html 
45 http://www.linguee.com/german-english/translation/belegungsrecht.html 

https://www.gesetze-im-internet.de/wofg/BJNR237610001.html
http://www.linguee.com/german-english/translation/belegungsrecht.html
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commitments give the subsidy-giver the right to allocate the subsidised 

dwellings, those dwellings and other dwellings or only other dwellings.  

The types of aid can be public funds, guaranties and the like, or the provision of 

‘lower’ (than market priced) building plots.  

The basic premise of the subsidies that promote privately owned provision of 

social housing is that the social housing created should comply with the 

necessary economic and social requirements that contribute to maintaining the 

living surroundings, taking into account the state of the local or regional housing 

market. Projects that are linked to urban restructuring and development 

measures should be preferred. Subsidisation should also take into account, 

among other things: 

 the creation and maintenance of a socially stable occupant mix  

 the creation of balanced neighbourhoods from diverse perspectives 

(economic, cultural, social), also in relation to employment and public 

transport  

 the preservation of affordable housing when modernisation works are 

subsidised46  

It is possible to determine maximum subsidised rent levels which could be 

lower than local rent levels. These should take account of local rent levels, the 

geographically differentiated housing allowances47 ((Haffner et al., 2009), the 

household incomes of the tenants and the development of these incomes. 

Unnecessary subsidisation should be prevented, or compensation payments 

should be arranged. The recipients of the subsidies are those investors 

providing new construction or allocation/occupancy rights to the subsidy-

giver/municipality. It is important that the investor is willing to fulfil the 

requirements of the subsidy. 

 

Target groups  

The target groups are those households who cannot take care of appropriate 

housing themselves. These include low-income groups, households with 

children, single parents, pregnant women, the elderly, the disabled and the 

homeless. Certain income limits by type of household may not be surpassed 

when allocating the dwellings. However, the 16 federal states of the Federal 

Republic of Germany are allowed to set their own income limits, different from 

the ones listed in the WoFG. The local and regional housing markets are 

leading here, and the desire to create a socially stable living environment is 
                                                

46 Cornelius and Rzeznik, n.d.:45-46 
47 http://www.bmub.bund.de/themen/stadt-wohnen/wohnraumfoerderung/wohngeld/ 

http://www.bmub.bund.de/themen/stadt-wohnen/wohnraumfoerderung/wohngeld/
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listed as one of the reasons to diverge from the national income limits. The 

federal state government can also delegate this right to the highest state 

authority. 

 

How the incentives work 

The basic mechanism consists of providing public aid in the form of a 

conditional, supply-side subsidy. The conditions refer to the target group 

(income limits), dwelling size and the length of time for which subsidies apply, 

among others. Some of these conditions will have been set by federal/national 

or federal state law/regulation (like the income limits and the dwelling size), 

whilst others (e.g. term of subsidisation, rent levels and changes during the 

term of subsidisation, ‘type of housing services’, and occupancy or allocation 

commitment, are open to negotiation between the investor and the 

municipality/subsidy-giver involved. 

The federal states and the municipalities cooperate in social housing provision 

(in the form of supply-side subsidisation). The federal states (the authorised 

body) regulate the procedures for as far as the federal framework law (WoFG 

2001) has not put in place provisions. Municipalities are allowed to supplement 

the subsidies provided by the federal state if they comply with the higher level 

rules. Furthermore, federal states, municipalities and others may stimulate the 

provision of adequate building land, and the provision of advice. The agreement 

between the subsidy-giver (the municipality) and the investor will be determined 

in writing, either by a public law contract or a by an administrative act. The 

agreement will contain the agreements about the aim of the subsidies, the 

extent of the subsidisation, the subsidy term, the interest rate and the 

repayment of the financial aid, the income limits to be applied, the dwelling 

sizes and the legal consequences of changes in ownership of the property in 

question. Furthermore, the agreement will contain information about the type 

and term of occupation commitments and the type, extent and term of rent level 

commitments.  

Broader, so-called co-operation, agreements can also be made48.  These are 

broader than those described above as they include a number of parties, each 

with a role to play in the improvement of the local housing situation and in social 

stability. 

On 1 September 2006, central government “bowed mainly out of the social 

housing policy” (Cornelius and Rzeznik, n.d.:46; 44). Oversupply in housing in 

many regions and low population and household growth made subsidisation of 

new housing in many parts of Germany unnecessary, while housing shortages 

                                                

48 see for further details Haffner et al., 2009 
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persisted in other, mainly growing, urban areas (Westerheide 2011, Kholodilin 

forthcoming; Kofner, 2017; see also Whitehead et al., 2016:82). A constitutional 

reform of the WoFG made it possible for the federal government to transfer the 

responsibility for ‘bricks and mortar’ subsidisation (except for the framework law 

WoFG 2001) to the federal states, but it paid financial compensation until the 

end of 2013. 

Because of re-emerging housing shortages in the late 2000s, the federal 

funding provided to the states was extended until the end of 2019 (see below). 

Kofner (2017: 66) notes that the federal subsidies are allocated according to 

population, rather than according to need. 

The aim of geographic differentiation in policies was achieved. Cornelius and 

Rzeznik (n.d.:46) explain: “Since the reform, several states passed their own 

Housing Promotion Acts. … Accordingly, there is no longer a single approach 

towards the social housing policy. … Although not many outstanding 

differences can be noted, some innovations seem nevertheless revolutionary, 

especially in the field of social housing. For example, the states of Baden 

Württemberg 299 [LWoFG of 11-12-2007 (GBl. 581)] and Schleswig Holstein 

300 [SHWoFG of 25-04-2009 (GVBl. 194)] gave up one of the most basic 

characteristics of the social housing system and introduced market rents 

instead of the so far applicable cost rent (Kostenmiete).”49  

Kofner (2014) confirms the diversity of subsidy intensity across federal states. 

He speaks in terms of multipliers of state funds in relation to federal funds: they 

ran from zero (no subsidisation from the state for ‘new’ social housing, although 

federal funds were used for other allowable purposes, like modernisation) to 10 

(10 Euros of state subsidy per 1 Euro of federal subsidy). More specifically, 

Kofner (2014) reports that Berlin and other federal states had stopped providing 

social housing subsidies in 2010, while Hamburg supplemented one Euro of 

federal subsidy with 10 Euros from the state budget. North-Rhine Westphalia 

and Bavaria are also listed as having produced new social rental housing. 

Kofner (2017) confirms that subsidised rental housing has lost market share 

over the years. 

According to Bundesministerium für Umwelt, Naturschutz, Bau und 

Reaktorsicherheit (2017), the federal framework laws are still applicable, unless 

the federal states have enacted their state housing subsidy laws or their laws 

on occupation and rent level determination (Wohnungsbindungsgesetz – 

WoBindG)50, as per the federal states of Baden-Württemberg, Bayern 

                                                

49 A brief scan of https://wm.baden-wuerttemberg.de/de/bauen/wohnungsbau/wohnraumfoerderung/ 
did not deliver any clarification. But see Kaufmann and Hager (2013: 14) which is referred to in the 
answer to question 2h. 
50 Bundesministerium der Justiz und Verbraucherschutz (https://www.gesetze-im-
internet.de/wobindg/WoBindG.pdf; 31 July 2017; Kholodilin (forthcoming) 

https://wm.baden-wuerttemberg.de/de/bauen/wohnungsbau/wohnraumfoerderung/
https://www.gesetze-im-internet.de/wobindg/WoBindG.pdf
https://www.gesetze-im-internet.de/wobindg/WoBindG.pdf
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(Bavaria), Berlin, Bremen, Hamburg, Hessen, Niedersachsen, Nordrhein-

Westfalen (North-Rhine Westphalia), Rheinland-Pfalz, Schleswig-Holstein und 

Thüringen. The latter law regulates the occupation rights, as well as the rent 

levels. If cost price rent for subsidised dwellings has been traded in for market 

rents, as Cornelius and Rzeznik (n.d.:46) report, the state would have had to 

enact a state Wohnungsbindungsgesetz. 

The examples of Berlin and Bavaria/München show the diversity of measures in 

place.51 

 

Berlin 

The federal state of Berlin reports that, by the start of 2016, Berlin still had 

about 116,000 traditionally subsidised rental dwellings from the programme that 

lasted until 1997. This number was expected to fall to about 79,000 dwelling by 

the beginning of 2026 (without any new subsidisation). These dwellings would 

be lost as a result of the expiring subsidy scheme but also because of early 

repayment of the subsidised loans by the investors, due to lower market 

interest rates than the rates of the subsidised loans. In the latter case, the 

subsidy period ends after 10-12 years after repayment. 

In reaction to the growing shortages in dwellings (in contrast to the situation in 

late 1990s and early 2000s), the Berlin government introduced new supply-side 

subsidies in 2014 and offered a decrease in interest on the subsidised loans in 

order to prevent investors from early repayment. Early in 2016, the 2015 

housing supply law (Wohnraumversorgungsgesetz) was enacted.  It overhauled 

and complemented the 2011 Housing Law (Gesetz über den Sozialen 

Wohnungsbau in Berlin; Wohnraumgesetz Berlin – WoG Bln) and introduced a 

number of measures: 

 Subject subsidy for households living in no longer subsidised (social) 

rental housing (without Anschlussförderung, see below) which are 

considered unaffordable; 

 Increased control over rent levels, costs and maintenance by 

Investitionsbank Berlin, which provides the subsidised loans; 

 Implementation of Belegungsbindungen (occupation rights) with no 

further large exceptions; 

 Increase of period of occupation rights after early repayment of 

subsidised loans. 

                                                

51 From webpages http://www.stadtentwicklung.berlin.de/wohnen/sozialer_wohnungsbau/ and 
http://www.stadtentwicklung.berlin.de/wohnen/sozialer_wohnungsbau/wohnraumgesetz/index.shtml 
(both accessed on 31 July 2017). 

http://www.stadtentwicklung.berlin.de/wohnen/sozialer_wohnungsbau/
http://www.stadtentwicklung.berlin.de/wohnen/sozialer_wohnungsbau/wohnraumgesetz/index.shtml
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In relation to the first measure, in 2016 an expert committee was asked to come 

up with solutions for those 28,000 dwellings for which the first period of 15 

years of traditional subsidisation (which Berlin stopped in 1997) ended after 31 

December 2002. Because of budget problems at that time, the Berlin 

government had decided not to provide the so-called Anschlussförderung, a 

subsequent period of limited subsidisation. This allowed the landlord/investor to 

increase the rents to cost price rents. In many of these cases, the cost price 

rent was relatively high, as the construction costs of subsidised rental dwellings 

had been relatively high in Berlin. 

 

München 

Bavaria has a website with the legal options for supply-side subsidisation of 

housing52. For the realisation of ‘social’ rental dwellings, a 30 percent grant is 

possible plus a lower-than-market interest loan for a maximum for a maximum 

of 60 percent of subsidisable costs. Bavaria states that it adds own funds to the 

federal funds that are available for subsidised housing. 

Munich53, as one of the Bavarian municipalities, works with five-year housing 

programmes. The present one is called Wohnen in München VI (Living in 

Munich VI) and it will run from 2017-2021. Munich works with a number of 

different approaches which presumably integrate the legal options of Bavaria, 

but do take advantage of the federal and Bavarian funds that are available for 

subsidised housing (as described above). Munich adds its own funds.  

Munich distinguishes target groups from homeless to other groups (implying 

lower to higher income groups), three income groups (as prescribed by 

Bavarian rules) and five general programmes, which run from cheaper land 

prices to income-related assistance, next to the Bavarian options of grants and 

cheaper loans.  München Modell54 (Munich model), is a programme that is not 

focused on the groups with the biggest needs, but on those with lower to middle 

incomes. Its funds are based on a maximum of two thirds of planning gains that 

are put into the project. This seems to be realised via British Section 106 

                                                

52 See www.stmi.bayern.de/buw/wohnen/foerderung and 
www.stmi.bayern.de/assets/stmi/buw/wohnen/iic1_uebersicht_wohnraumfoerderung.pdf (accessed 
on 31 July 2017). 
53 From www.muenchen.de/rathaus/Stadtverwaltung/Referat-fuer-Stadtplanung-und-
Bauordnung/Stadtentwicklung/Grundlagen/Wohnungspolitik.html and 
www.muenchen.de/rathaus/Stadtverwaltung/Sozialreferat/Wohnungsamt/Sozialwohnung.html (both 
accessed on 31 July 2017). 
54 See webpages: www.muenchen.de/rathaus/Stadtverwaltung/Referat-fuer-Stadtplanung-und-
Bauordnung/Wohnungsbau/Muenchen-Modell-Mietwohnungen.html and 
https://www.muenchen.de/rathaus/Stadtverwaltung/Kommunalreferat/immobilien/sobon.html (both 
accessed on 31 July 2017). 

http://www.stmi.bayern.de/buw/wohnen/foerderung/
http://www.stmi.bayern.de/assets/stmi/buw/wohnen/iic1_uebersicht_wohnraumfoerderung.pdf
http://www.muenchen.de/rathaus/Stadtverwaltung/Referat-fuer-Stadtplanung-und-Bauordnung/Stadtentwicklung/Grundlagen/Wohnungspolitik.html
http://www.muenchen.de/rathaus/Stadtverwaltung/Referat-fuer-Stadtplanung-und-Bauordnung/Stadtentwicklung/Grundlagen/Wohnungspolitik.html
http://www.muenchen.de/rathaus/Stadtverwaltung/Sozialreferat/Wohnungsamt/Sozialwohnung.html
http://www.muenchen.de/rathaus/Stadtverwaltung/Referat-fuer-Stadtplanung-und-Bauordnung/Wohnungsbau/Muenchen-Modell-Mietwohnungen.html
http://www.muenchen.de/rathaus/Stadtverwaltung/Referat-fuer-Stadtplanung-und-Bauordnung/Wohnungsbau/Muenchen-Modell-Mietwohnungen.html
https://www.muenchen.de/rathaus/Stadtverwaltung/Kommunalreferat/immobilien/sobon.html
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options. Cornelius and Rzeznik (n.d.:47-48) state that a number of other cities 

have introduced similar models. 

With the Wohnen in München VI programme, Munich lists 12 aims on the 

website. Among others, it has increased the income limits for the München 

Modell (50 to 60 percent of households would be eligible), it aims of for a social 

mix of neighbourhoods, and it does not forget about aims to improve the energy 

standards. 

 

Evaluations of the impact of incentives  

An evaluation of the supply-side scheme of Berlin by Kaufmann and Hager 

(2013, produced a number of suggestions for improvement on the following 

topics: term of notice and rent increase, hardship provision when rent is too 

high or the tenant moves house, and diverse options and definitions of when 

the subsidisation period ends, including those based on the early repayment of 

the subsidised loan or the continued subsidisation after subsidisation period 

formally ends. Generally, these items seem to call for more clarification and/or 

more transparency for tenants and/or landlords/investors. They are intended to 

protect an actor (mostly the tenant) more. One of the big worries is also the 

(unplanned) loss of subsidised rental dwellings to the commercial market. 

Last but not least, Kaufmann and Hager (2013) compare the evaluation of the 

Baden Württemberg Housing subsidy law (Landeswohnraumförderungsgesetz, 

LWoFG) 55 with its Berlin equivalent (Wohnraumgesetz Berlin, WoG Bln. 

Kaufmann and Hager (2013) state that the LWoFG designed a new way of 

subsidising housing as it introduced a number of innovations in comparison to 

the national WoFG, which the WoG Bln did not. One of those innovations was 

not to use a cost price rent as benchmark for the subsidised rent level, but a 

social benchmark rent based on the market rents of comparable dwellings 

(Mietspiegel: for a description of the rent control system in the rental sector, see 

http://www.bmub.bund.de/themen/stadt-

wohnen/wohnraumfoerderung/wohngeld/: Haffner et al., 2009; Cornelius and 

Rzeznik, n.d.). They conclude that legally, Berlin would be able to introduce 

such a rent benchmark, and that it would seem practicable, given the more 

valid data available for the Mietspiegel than in Baden-Württemberg. The supply-

side subsidies will have made accommodation more affordable and more 

accessible for low-income groups, though in the early days targeting was less 

prominent than today (Haffner et al., 2009). No large differences in housing 

                                                

55 Kaufmann and Hager give the following reference: Sicko/Zeitz/Ziekow, “Überprüfung der 
Auswirkungen des Landesgesetzes zur Förderung von Wohnraum und Stabilisierung von 
Quartiersstrukturen (Landeswohnraumförderungsgesetz – LwoFG)”, LT BaWü-Drs. 15/2492 of 
17.10.1992. 

http://www.bmub.bund.de/themen/stadt-wohnen/wohnraumfoerderung/wohngeld/
http://www.bmub.bund.de/themen/stadt-wohnen/wohnraumfoerderung/wohngeld/
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quality were observed between these types of dwellings. Security of tenure 

does not differ between subsidised and non-subsidised rental dwellings 

(Haffner et al., 2009; Cornelius and Rzeznik, n.d.). 

The subsidy system can be classified as tenure neutral and currently, it is 

flexible in the types of dwellings and activities that can be subsidised, as well as 

in the financial measures implemented. It can be adapted to the local housing 

market context and it is considered market conforming, which cannot be called 

a surprise as it finds its roots in the social market economy philosophy. Kofner 

(2014:56) confirms: “In Germany, the social housing sector uses only limited 

distortion of competition. It is well integrated in most respects with the private 

sector. The dualism between the two sectors is limited to the necessary 

minimum.” 

The market conforming side of the scheme also implies that it will stop, once 

housing shortages are considered to be solved, as has been the case in Berlin. 

Germany has had an oversupply of dwellings in many regions, which has led to 

a decline in the amount of subsidies (Cornelius and Rzeznik, n.d.:45). In 

combination with the temporariness of the scheme, by the end of 2010, a 

decrease of the share of subsidised rental units from 20 percent of the housing 

stock in the 1980s to less than five percent was realised (Haffner, 2011; Kofner, 

2014, Cornelius and Rzeznik, n.d.; see also Kofner 2017:62).  

New housing shortages require new investments and new subsidies, as the 

recent influx of asylum seeker illustrates. The German government tripled the 

amount of subsidies in two steps (for 2017 and 2018) to help federal states 

cope with these housing shortages (Bundesministerium für Umwelt, 

Naturschutz, Bau und Reaktorsicherheit, 2017; Kholodilin, forthcoming).56 

Kholodilin (forthcoming:1) confirms that “The 2010s are characterised by a 

surge in all classes of regulation related to the growing housing scarcity in large 

cities, due to interregional migration leading to a geographical mismatch 

between housing supply and demand.” Governance largely counters scarcity on 

the housing market and vice versa. His evaluation is not one of the 

effectiveness of the different measures or policies. 

In a system like that in Germany, reliant on private actors to realise public 

goals, the return on investment is an important consideration. Even though all 

types of landlords/investors are able to take advantage of the WoFG subsidies, 

and they did in the past (as the almost 20 percent share above illustrates), this 

may have changed more recently. Oxley et al. (2015:76) note that, “Based on a 

seven-city case study, Bundesinstitut für Bau-, Stadt- und Raumforschung 

                                                

56 These latter increases are put into law not by the WoFG, but by the 
Asylverfahrensbeschleunigungsgesetz, (the 2015 Act on the Acceleration of Asylum Procedures). 
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(2012, p.4) concluded that … direct investment in subsidised rental dwellings by 

institutional investors is non-existent, as supported by interviewees. “  

The fact that the conditional supply-side subsidy schemes are temporary, can 

be considered to be one of the reasons why the private rental sector, with 44 

percent of housing stock, is relatively large in Germany (Kofner 2017; Haffner, 

2011; Haffner et al. 2009). 


