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Introduction

This report is intended to meet the ReHousln project objective O.4: ‘To define and analyse
contextual housing and welfare regimes: We will provide a qualitative analysis of the housing
and welfare regimes through an in-depth review of policies and regulations and a multi-level
governance lens’.

D4.2 presents findings from the research conducted by each national team to examine two
inter-related aspects of their housing systems: the tenure-policy system (organization of
tenures through policy and instruments and programmes) and the supply system (how housing
of all tenures is produced and provided, including examining the profit regime associated with
land ownership and development).

An important objective is to provide an assessment of each country’s contextual housing
system using a multi-level governance lens, that is, considering national but also local levels
of governance (resulting in potentially different outcomes from national and local housing
systems). In order to apply a multi-level governance lens to analysis of each housing system,
partners have considered multi-level governance throughout the report. Where possible,
partners have considered both the main city as well as the national level. This reflects a goal
of the ReHouslIn project to take explicitly into account the growing role of local housing systems
and their divergence from national housing systems, thereby reframing the conventional
comparative welfare regime perspective defined in the 2000s, which considers only the
national level.

Each partner has completed an analysis of the housing system (tenure-policy system and
housing supply system) for their case, using two discrete stages:

Part 1: Factual analysis

Partners first collated quantitative data on the three housing tenures (owner-occupation (O0),
private rent (PR) and social rent (SR)), and their composition over the defined period of the
study (1991, 2001, 2011, 2021). Each partner looks separately at both national and main city
level to tease out potential divergences/differences between the national and local level. The
majority of this data has been sourced using the national census, as well as some secondary
data.

Partners then developed a baseline of ‘factual’ information about local and national housing
systems and their trajectory and evolution over time. The data required for this analysis was
secondary and sourced from literature (document analysis of policy, academic and grey
literature). The timeframe for this section was from 1990s through to the present day, although
partners were invited to include information of any notable policies that created a significant
path change in the run up to the 1990s (e.g. abolition of rent control).

Part 2: Interpretative analysis



Using the information collated for the factual analysis as a baseline, partners then answered
the three key fundamental questions of WP4, which relate to the WP4 Objectives as stated in
the project Grant Agreement. This analysis required partners to interpret the factual information
more broadly, and forms the basis of this report. Each national report below follows a common
outline, organized according to these questions:

Question 1: Impact of exogenous macro-trends, policies and crises:
What have been the events that really made a change in each
tenure?

This question asks partners to identify the key historical events (exogeneous macro-trends,
policies or crises) which have impacted the housing system at different levels of governance
(national, regional, local), towards commaodification or de-commodification. By considering how
each housing system has responded to exogeneous events, partners are able to answer the
following project research question:

To what extent are processes of de-commadification and re-commodification in each
housing system driven by, or respond to, the identified exogeneous macro-trends (e.g.
EU policies / welfare restructuring) and crises (e.g. financial crisis, housing
affordability crisis)?

Question 2: Degree of commodification: Clustering the housing
systems along a spectrum

From the welfare regime perspective, national housing systems are broadly conceptualised as
existing along a spectrum from those that are most commaodified (‘residualist’ housing systems)
to those that are least commodified (‘universalist’ housing systems). For this interpretative
analysis, partners have considered the additional aspect of local housing systems, noting any
divergences from the national context. This reflects the goal of the grant agreement to take
explicitly into account the growing role of local housing systems and their divergence from the
national system.

This question asks partners to reflect on the historical trajectory of each housing system (the
national and the local separately), asking whether they have become more or less
‘commodified’ over time (i.e. showing a direction of travel towards greater commaodification of
housing, or towards de-commodification of housing). This allows partners to answer the
following interpretative questions:

What is the direction of travel of the national / local housing system: are these
becoming more de-commadified (universalist) or re-commaodified (residualist) over
time?

Are there structural divergences (tensions) between the direction of travel (universalist
- residualist) of the national housing system, and the local housing system? (For
example, one fostering re-commodification, the other preventing it?)



What synergies and/ or conflicts exist between the vertical and horizontal governance
levels?

Question 3: Capacity to filter crises: how does each housing
system respond to macro-events and crises?

All partners have then assessed the capacity of each housing system to ‘filter’ (mitigate or
exacerbate) exogeneous crises. This allows partners to answer the following interpretative
questions:

What is the capacity of the local and national housing system to provide affordable
housing: identify the key obstacles to production of affordable housing, and the key
enablers of the production of affordable housing, in both the national and local housing
systems (e.g. increase in community led housing programmes have enabled more
affordable housing provision, but this has been constrained by the lack of public land)

How have the identified crises and macro-trends affected the capacity of these
housing systems to provide affordable housing?

What challenges have the state and non-profit sector faced, in the light of recent crises
(2008 GFC, Covid emergency interventions)?

These questions are designed to help all partners reflect on the capacity of each housing
system to filter crises. Looking at how each housing system has historically responded to
various exogeneous events helps us to gauge their capacity to respond to crises and external
shocks. This will provide further data about each housing system that will strengthen our ability
to analyse later how it interacts with the ‘green transition’ in ways that filter, drive, reduce or
worsen housing inequalities. The aim is to understand the flexibilities and constraints of local
and national policy frameworks to handle the potentially growing social and housing
externalities of EU Green Deal policies.



Executive summary of analysis on housing
systems from a multi-level perspective

Below is a consolidated summary of the key findings from the pan-European analysis on
housing systems from a multi-level governance perspective:

Austria

Austria’s housing system is shaped by a stable institutional framework marked by persistent
political divergence across governance levels. The main policy instruments—Ilimited-profit
housing regulation, tenancy law, and housing subsidies—remain intact, yet their use is
politically contingent. Housing policy change occurs rather through shifts in how policy
instruments are mobilised by different regions, parties and coalitions. Recent decades have
seen re-commodification trends, especially in the private rental sector. At the same time, de-
commodified housing through limited-profit housing associations and publicly supported
through subsidies, land banking, and zoning instruments, has been expanded. This has led to
a segmented housing system increasingly determined by local political leadership and land
policy capacity. The interaction between Austria’s housing and environmental policy goals
reveals tenure-specific tensions. Retrofitting policies tend to favour owner-occupied single-
family homes, while rental housing—especially private and condominium stock—faces legal
barriers and cost pass-through. Nature-based solutions (NBS) show very limited tensions in
social housing due to rent regulation, but capacities for NBS implementation are unevenly
distributed. While densification often aligns with social housing, as in Vienna, it is usually
pursued through market-led redevelopment elsewhere. In sum, Austria’s housing system filters
crises and environmental demands through a multi-level, politically pluralistic framework.

France

At the national level, the housing system shows a complex picture combining elements of de-
commodification and re-commodification. Despite the pro-ownership policies introduced since
the 1970s, including measures targeting first-time buyers, the rental tenure kept on being
supported through specific regulation and funding. Additionally, state fiscal incentives
encouraged private investments in the rental market, while social housing production remained
significant throughout the 2000s.

Affordability is supported by a strong social housing sector with long-term loans and mandatory
quotas, a tradition of public land ownership and the consolidation of the right to housing.
However urban regeneration policies, budget cuts, and limited fiscal autonomy of local
authorities increasingly undermine the social housing sector and push partnerships with the
private sector. Moreover, the land system is affected by rent-seeking practices driven by
different actors.
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Potential impacts of EEPs include reproducing wealth inequalities, reducing the production of
new social units and/or pushing towards its less affordable forms, as well as increasing the
cost of housing provided through urban regeneration, leading in some cases to gentrification.

Hungary

Hungary's housing system underwent major transformation after the end of its socialist era,
shifting from a strongly decommodified model towards a market-driven structure. Widespread
privatisation and the collapse of state-led construction left behind a minimal public rental sector
and a heavily commodified homeownership model, without a robust housing finance system.
By 2001, municipal housing served only 2—3% of the population, typically the most vulnerable,
A strong private rental sector failed to develop due to political and policy barriers. From 2008
to 2015, the government focused on the fallout from the foreign currency crisis that resulted
from poorly regulated credit markets, placing heavy burdens on both banks and borrowers.
Post-2015 period saw ad-hoc policies, such as utility cost subsidies, VAT cuts and subsidised
loans aimed at supporting families and ownership. Housing policy has been increasingly
characterised by “helicopter-style” cash transfer schemes - ad hoc financial giveaways driven
by political, economic, and construction industry interests, which can be viewed as partial
decommodification measures. While such transfers may temporarily reduce commaodification
through state support, they primarily benefit households already able to save or invest,
reinforcing inequalities while placing a considerable burden on the public budget. By 2022,
reduced subsidies signalled recommadification again.

Italy

The ltalian housing system is relatively commodified and homeownership-oriented, marked by
a progressive marginalization of the private rental (PRS) and public housing (ERP) sectors,
and a very small intermediate social rental sector (ERS). Housing policy in Italy remains
fragmented, marked by weak national coordination and considerable regional and local
disparities, after devolution of competences with funding cuts. Despite high eviction rates and
over-representation of poverty among tenants, public discourse and policymaking continue to
be dominated by a strong bias towards homeownership. Public housing (ERP) has been
defunded and residualized, functioning as a safety net for the most vulnerable with very limited
turnover, while the intermediate sector (ERS) is mainly shaped by market logic and financial
capital. Beside some rhetorical shifts, public investment in de-commodified rental housing
remains scarce, and land assets that could enable the production of affordable housing are
privatized to comply with austerity and attract private capital. The private rental market was
deregulated in the 1990s and has undergone significant commodification — recently
accelerated by touristification dynamics. Within the Italian housing system, policies linked to
the ecological transition risk reinforcing existing inequalities. Without stronger coordination,
redistributive policies, a focus on decommaodification and support for non-market actors, the
transition risks deepening socio-spatial inequalities.
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Norway

While post-war housing policy featured strong state involvement—particularly through land
policy, cooperative housing, and subsidized finance—since the 1980s there has been a
gradual shift toward market-oriented governance. Today, housing is predominantly treated as
a private asset, with high homeownership rates, limited rental regulation, and residual public
provision.

The report examines national policy tools such as Husbanken loans, planning frameworks,
and fiscal incentives, showing how these offer selective support but lack the scale and
regulatory force to influence broader affordability outcomes. It also explores the challenges
municipalities face in steering housing development, as declining public land ownership and
strong market pressures weaken local capacity, especially in contexts of urban densification.

A central focus is the changing role of cooperative housing actors, especially OBOS, whose
operations now attempt to balance social commitments with commercial strategies.
Environmental objectives—such as energy retrofitting and densification—are increasingly
present in policy discourse, yet remain poorly integrated with housing equity goals.

Ultimately, the report identifies fragmented governance, limited state steering, and insufficient
redistributive mechanisms as key barriers to a more inclusive and sustainable housing system.

Poland

Poland’s housing system is dominated by market mechanisms, with state support focused on
promoting homeownership through subsidies and mortgages. Public and social rental housing
remain marginal, while local governments face financial constraints despite being formally
responsible for social provision. Crises such as the post-socialist transition, global financial
crisis, COVID-19, the war in Ukraine, and inflation have prompted temporary interventions
(e.g., rent freezes), but have not altered the overall recommaodification trend. Key challenges
include a lack of strategic housing planning, limited public stock, and a fragmented, weakly
regulated private rental sector. The growth of private rental schemes (PRS), especially in urban
centers, has worsened affordability and spatial inequalities. Institutional tools like TBS and SIM
remain underdeveloped, while housing financialization erodes tenure security. Climate policy
has brought sustainable housing and energy efficiency into focus, notably via retrofitting and
green construction. However, initiatives like “Clean Air” often benefit wealthier homeowners,
reinforcing structural inequalities. Urban densification can lead to gentrification and
displacement, further marginalizing vulnerable groups.

Spain

Spain’s housing system faces a structural crisis marked by high commodification, minimal
social housing, and widening affordability gaps. Rooted in a pro-ownership model,
homeownership has declined since the 1990s while rentals expanded after the 2008 crisis,
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amid housing financialization. Austerity, mass foreclosures, and asset privatization enabled
global investors to consolidate portfolios, accelerating rentier accumulation and inequality.

The 2023 Right to Housing Law introduced rent controls and tenant protections, yet challenges
persist. Social housing remains just 2% of stock—among Europe’s lowest—while speculative
forces (short-term rentals, seasonal lets, foreign investment) inflate urban prices. By 2025,
housing affordability surpassed unemployment as Spaniards’ top concern. Barcelona
illustrates these tensions: rents outpace incomes, with 45% of tenants cost-burdened. Rural
areas face depopulation and vacancy, deepening territorial imbalances.

EU Recovery funds (€6.8B) drive green transition activities, but uptake is slow amid
bureaucracy and fragmented governance. Green gentrification and renoviction remain serious
threats in the absence of strong anti-displacement measures. Government programs aim to
industrialize housing and deliver 20,000 affordable units annually, addressing land, licensing,
and labor bottlenecks.

Governance fragmentation, market logics, and wealth inequalities persist. Achieving greater
housing decommodification requires long-term public investment, stronger regulation, and
tenant protections to ensure climate transitions do not reproduce spatial inequities in Spain.

Switzerland

Switzerland is a country of tenants with the lowest homeownership rate in Europe. Housing
policy at the national level is rather weak, and the responsibility for housing primarily lies with
municipalities and cantons. The Swiss housing system strongly relies on the private market for
the provision of housing, with cooperative and state-provided social housing occupying a
marginal role. Regarding the trajectory of the Swiss housing system in the direction of de-
commodification or (re-)commodification, it should be noted that there have not been
substantial changes since the 1990s at national level. A compulsory and de-commodifying
value capture recovering at least 20% of planning gains was introduced in 2014. On the other
hand, several aspects of commodification can be observed: there is less financial support by
the state for affordable rental housing, and even though there is rent regulation, its
enforcement is weak and the modest protection of tenants from rental contract cancellations
is creating major hardships to tenants in a market that is increasingly dominated by
financialised actors. The high land and housing prices, coupled with environmental and energy
policies that encourage densification and energy refurbishments, contribute to the demolition
of affordable housing and its replacement with more expensive housing, particularly in rapidly
growing large cities.

The United Kingdom (UK)

From the mid-20th Century until the 1980s, the UK housing system focused on de-
commodification: expanding the housing stock, embracing tenure neutrality, and ensuring
provision of subsidies across ownership and rental sectors. This was reinforced by de-
commodification of housing at the local level, with direct production of SR by local authorities.
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This shifted in the 1980s under Thatcher's government, as welfare restructuring drove re-
commodification of land and housing. Housing policy favoured private provision over public
investment, with weakened local governance—central government removed control from local
housing budgets, meaning local authorities increasingly relied on private and non-profit actors
to meet their housing provision responsibilities. Re-commaodification also targeted land, with
planning reforms such as 1990’s Section 106 contributions, making social housing a negotiable
share of private development. Other reforms incentivised land transfer to private actors.

The 2008 Global Financial Crisis deepened this trajectory, albeit shifting private investment
increasingly into rental housing, increasing its financialisation. Subsequent crises have
reinforced these trends. Recently, some local efforts support direct delivery of social housing
by local authorities, leveraging existing public land and housing stock. However, the trajectory
remains firmly toward re-commodification of land and housing, with each crisis creating
conditions that are used to entrench these mechanisms further.
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National Report on the Housing System from a
Multi-Level Perspective: Austria

1 EXECUTIVE SUMMARY

Austria’s housing system is shaped by a historically stable institutional framework but marked
by persistent political divergence across governance levels. The main policy instruments—
limited-profit housing regulation (WGG), tenancy law (MRG), and housing subsidies—remain
intact, yet their use is politically contingent. Rather than structural overhaul, housing policy
change in Austria occurs through shifts in how these instruments are interpreted and mobilized
by different parties and coalitions. Conservative and right-wing actors tend to promote
ownership and market liberalization, while social-democratic governments—particularly in
Vienna—emphasize rental affordability, tenant protection, and social housing expansion.

Recent decades have seen gradual re-commodification trends, especially in the private rental
sector, with deregulation of new units, attic conversions, and market-based rent setting
mechanisms. At the same time, Vienna has actively expanded de-commodified housing
through municipal construction, public land banking, and zoning instruments for subsidized
development. This has led to a fragmented housing system, where access to affordable rental
housing is increasingly determined by local political leadership and land policy capacity.

The interaction between Austria’s housing tenures and environmental policy goals reveals
tenure-specific tensions. Retrofitting policies tend to favour owner-occupied single-family
homes, while rental housing—especially private and condominium stock—faces legal and cost
pass-through barriers. Nature-based solutions (NBS) are more feasible in social housing due
to rent regulation, but unevenly distributed in space and policy capacity. Densification aligns
with social housing in Vienna but is often pursued through market-led redevelopment
elsewhere, weakening affordability protections.

In sum, Austria’s housing system filters crises and environmental demands through a multi-
level, politically pluralistic framework. Its evolution depends less on major legal reforms than
on how existing institutions are recalibrated in response to shifting fiscal pressures, ecological
imperatives, and political coalitions at national and local levels.
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2 THE HOUSING DEBATE

Austria’s housing debate reflects the long-standing institutional configuration within a shared
legal and policy framework in which divergent conceptions of housing—either as a social good
or as a market asset—are debated in the political and administrative sphere. These debates
have not emerged recently but have consistently shaped the direction of housing policy,
contingent upon prevailing political coalitions at different governance levels. While the overall
institutional structure appears mostly stable—anchored by the Limited-Profit Housing Act
(WGG), the Tenancy Act (MRG), and a housing subsidy regime—the orientation and use of
the main housing instruments are sensitive to the political composition of federal and regional
governments.

Political contestation around housing tends to materialise not in the creation or dismantling of
institutions, but in how existing policy instruments shaping tenures are mobilised for broader
policy goals. For instance, the use of limited-profit housing as a buffer against market volatility
is widely accepted across parties, but the extent to which such stock should be used to support
affordable ownership options has been a persistent point of the recent debate. The 1993
introduction of a purchase option in the limited-profit housing (LPHA) sector marked a key
point, supported by a grand coalition yet interpreted differently: for conservatives and right-
leaning parties (OVP, FPO), it was, and still is, a vehicle for expanding property ownership and
individual autonomy; for the SPO, particularly in Vienna, it signalled a risk to the long-term
affordability and non-speculative function of subsidised rental housing. These opposing
interpretations continue to inform debates around eligibility restrictions, fiscal incentives, and
the effective long-term management of a subsidised, limited-profit stock. In relation to energetic
retrofits and other maintenance investments (e.g. green infrastructure), the ownership options
also fuelled a debate on whether shared ownership structures legally complicate decision-
making on investments.

Similar debates appear in the governance of the private rental sector, especially with regard
to deregulation. While the segmented application of the MRG, with regulation of rents applying
in full extent to buildings built before 1953, creates a legal structure within which both regulated
and free-market units coexist. Political parties have interpreted this architecture in sharply
different ways. Centre-right and right-wing coalitions have tended to view legal liberalisation—
such as expanding location-based rent surcharges, the allowance of attic conversion on rent-
regulated buildings to be free-market or loosening rules on temporary leases—as necessary
to encourage investment and housing supply. Social democratic actors, by contrast, have
emphasised the need for tenant protection, legal transparency, and affordability, particularly in
urban markets where rent burdens are increasing.

In the debate, private housing market developers highlight the need for attic conversions to
finance the renovation and, at times, energetic retrofits and decarbonisation of the pre-WWIl
housing stock in urban areas. In general, claims are made by a large portion of housing experts
for years that a substantial reform of the Tenancy Law is due, where low-quality buildings
should be rent-regulated and retrofitted buildings should be lifted from rent-regulation. This, in
the view of private rental market actors and experts, shall foster the necessary investments
needed to renovate and decarbonise the private rental stock. However, this debate is politically
highly contested; attempts at substantial tenancy law reforms, and not smaller amendments
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as done in the past 30 years, have thus largely stalled, not due to technical disagreement, but
because of incompatible normative positions on the role of regulation in private rental markets.

The owner-occupied sector is perhaps the least institutionally distinct but equally subject to
political interpretation. Although homeownership is widespread and generally supported
across the political spectrum, its promotion has varied considerably. Conservative-led
coalitions have tended to advance measures that reduce fiscal barriers to entry—such as tax
relief and credit support—while social democratic governments have been more cautious,
particularly given the limited redistributive effects of ownership subsidies. The SPO-OVP-
NEOS coalition agreement (2025-2029) reflects this tension: it envisions supporting young
households entering the ownership market, but only within a broader return to earmarked
housing subsidies and without compromising the supply of subsidised rental housing. And yet,
outside of the urban centres, single-family homes are the housing norm, which most of the
people demand and political parties support, also through retrofit and zoning.

What emerges is not an Austrian housing regime defined by consensus or gradual
convergence, but one characterised by an ‘internal’ institutionalised pluralism. Federal
structures, fiscal decentralization, and the differentiated responsibilities of municipalities,
federal states, and the national government — as this report will show — enable diverging
political strategies to coexist within a shared framework. Vienna’s municipal model, with its
emphasis on public land banking, subsidised rental construction, and climate-integrated
housing, sits in contrast to more market-oriented approaches in other federal states, where
ownership and liberalised private rental sectors are more strongly promoted.

In this context, the future direction of Austrian housing policy is unlikely to be determined by
structural overhaul, but rather by the strategic recalibration of existing instruments in response
to political, fiscal, and ecological pressures. The durability of the system lies in its legal and
institutional continuity; its evolution, however, rests on smaller amendments that are shaped
by shifts in political leadership, coalition dynamics, and the framing of housing within broader
policy domains—whether social protection, economic development, or environmental
transition.

3 HOW THE HOUSING SYSTEM HAS CHANGED

3.1 Q1: Degree of commodification

I.  Whatis the direction of travel of the national / local housing system: are these becoming
more de-commodified (universalist) or re-commodified (residualist) over time?

The Austrian housing system has historically maintained a balance between
decommodification and market forces, with a peak of municipal housing production in the post
WWII period (Matznetter, 2002). Cities in Austria have been strongholds of decommodified
housing provision, with Vienna especially known for its social housing production, famously
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known as Red Vienna (Kadi & Suitner, 2019). However, beginning with the 1980s and
especially since the 1990s, there has been a gradual shift towards a stronger
recommaodification at the national level.

First, the deregulation of parts of the private rental sector has allowed for higher market rents,
particularly in attic extensions and newly constructed units. The National Tenancy Law (MRG,
Mietrechtsgesetz), introduced in 1981, is the main piece of legislation governing the private
rental sector. It applies fully to rental units in multi-apartment buildings constructed before 1953
and partially to all privately rented units. In practice, this means that rental units from the pre-
WWII period are rent-controlled, while the Tenancy Law stipulates security regulations for
tenants that apply to the entire private rental sector.

However, since the 1994 amendment to the National Tenancy Law, the law has been based
on a reference value rent (Richtwert), which is set by the Reference Value Law
(Richtwertgesetz). This reference value rent varies by region (federal states) and is typically
updated every two years in line with inflation. Commodification tendencies, however, have
been introduced by allowing for location premiums (Lagezuschlag) that can be added to the
reference value rent, introducing a market-oriented pricing mechanism based on
neighbourhood quality. Hence, even within the regulated private rental sector, the Richtwert
system enables prices to be formed in line with market developments through consumer price
index adjustments and location premiums (Litschauer & Friesenecker, 2022; Kadi, 2015). The
reform also made temporary leases, usually between 3 and 5 years in length, possible
(Litschauer & Friesenecker, 2022). Furthermore, in 2006, a right-wing coalition excluded the
rent-regulation of attic conversions on rent-regulated, pre-WWiII buildings from the tenancy
law. Overall, these commodification tendencies contribute to rising housing costs in the private
rental sector and a severe affordability crisis in periods of high inflation (Litschauer &
Friesenecker, 2022; Kumnig & Litschauer, 2025; Kadi 2024).

In the interwar period, Austria laid the cornerstones of a social housing sector consisting of
two different segments: 1) municipal housing built, maintained and managed (e.qg. eligibility
and accessibility) by the Austrian municipalities; and 2) the origins of limited-profit housing by
housing cooperatives, housing provided by factory owners and arms-length organisations
(Kadi & Suitner, 2019; Kossl, 2022). After WWII the municipal and the limited-profit housing
sector were strongly institutionalised, with the latter sector built and maintained by registered
and strictly controlled Limited Profit Housing Associations (LPHAs) (Matznetter, 2002;
Reinprecht, 2014; Friesenecker & Kazepov, 2021). LPHAs are regulated at the national level
through the Limited-Profit Housing Act (WGG, Wohnungsgemeinutzigkeitsgesetz), while
operating LPHAs are approved regionally through federal state governments. Based on the
regulation, LPHAs need to provide a so-called cost-based rent where they can only charge as
much rent as the housing estate costs (Kossl, 2022). Initially, this also includes payback costs
for loans, e.g. for land acquisition and construction costs, utility costs and a maintenance and
renovation fee (Friesenecker and Litschauer, 2022). In exchange for tax benefits, LPHAs are
only allowed to make 3.5% profits (Kdssl, 2022). Given the cost-rent principle, limited-profit
housing options are considered a long-term affordable housing option for the middle classes,
also given substantial one-time capital contributions upon entry (see Litschauer and
Friesenecker, 2022, for details).
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While this tenure has become a cornerstone of housing geared towards de-commodification,
the 1993 introduction of rent-to-buy options in LPHA housing has introduced some sell-off of
rental units, albeit with limited effects so far (Baron et al., 2021). Nevertheless, the 1993
introduction of the rent-to-buy model and the 2004 sell-off of nationally owned-LPHA units were
pushed by conservative coalitions, reducing Austria’s social housing stock with the idea to
expand home-ownership (ibid.).

Despite these commodification attempts, a key tool in the expansion of the de-commodified
housing segments, both municipal and limited-profit housing, has been the state-provision of
housing subsidies for construction. While having been a national matter until 1989, housing
subsidies have been decentralised to the sole responsibility of the nine Austrian federal states
(Friesenecker & Kazepov, 2021). Housing subsidies stemming from a payroll tax (with each
employer and employee paying half a per cent of their wages) were still collected and
redistributed by the national state. In 2008, with another reform, the earmarking of housing
subsidies for federal states was lifted, and since 2018, housing subsidies have been turned
into a federal state revenue (Kossl 2024; Amann et al., 2023; Friesenecker & Litschauer,
2022).

While with the abolition of earmarked housing subsidies in 2008, some federal states used the
revenues for non-housing purposes, Vienna remained a stronghold of de-commodification.
Together with an ongoing maintenance of its extensive municipal housing stock (about
220,000 units), housing subsidies were combined with zoning requirements for subsidised
developments (usually done by LPHAS) and the long-standing acquisition of land supporting
the construction of de-commodified forms of housing (Friesenecker & Litschauer, 2022). Yet
even here, pressures from private investors and rising land costs pose challenges to
maintaining affordability in this sector since the financial crisis of 2008 (Baron et al., 2021;
Friesenecker & Litschauer, 2022; Kumnig & Litschauer, 2025; Kadi, 2015).

As a consequence of these policy changes, at the national level, Austria is characterised by a
mixed-tenure structure, dominated by stable homeownership rates with about 50% since 1991
(Statistik Austria, 1991; 2021). The private rental sector (PRS) has, compared to other
segments, expanded significantly and increased from 18.2% to 23.8% of all dwelling units
since 1991 (Statistik Austria, 1991; 2021). Unlike in fully residualist systems, Austria still
heavily subsidises rental housing built by LPHAs. Hence, the limited-profit housing sector grew
from 10.8% to 14.8% since 1991, while publicly owned housing slightly decreased from 9.7%
to 6.8% at the national level. Taking the limit-profit and municipal housing together, Austria’s
social housing sector was kept stable and accounted for 21.3% in 2021 (Statistik Austria, 1991;
2021). However, the tenure structure in big cities is usually very different from that of more
rural municipalities, where homeownership rates of single-family homes are dominant. Vienna,
as an example, stands out according to Statistik Austria (2021): In 2021, only 17.1% of the
dwelling stock was owned, whereas the rental sector accounted for nearly 80% split equally
between private (39%) and social rental (40%). Furthermore, out of about 7-8% of Austria's
total municipal housing stock, approximately 5% is located in Vienna, while the remaining 2%
is spread across the other federal states (see also Angel & Mundt, 2024). As with the Austrian
trend, the private rental sector expanded, compared to other segments, most significantly, but
the social housing sector did expand significantly as well, dominated by the limited-profit
sector.
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In summary, Austria has not undergone extreme re-commodification, but the market-
mechanism and macro-trends, especially since the financial crisis of 2008, favoured an above-
average expansion of the private rental sector. Hence, together with the weakening of the rent-
regulated segment, it is the newly built private rental segment that is not rent-regulated that
drives re-commodification trends in Austria, especially in urban areas (see Kadi, 2024 on
Vienna, for instance). Nonetheless, Austria continues its ongoing trajectory toward de-
commodification. Especially Vienna'’s, but also other federal states’, proactive housing policies
and still existing tenant protections of the old private rental stock continue to counterbalance
the above-mentioned shift, keeping elements of the universalist housing provision intact. While
this is increasingly carried out by limited-profit housing associations, they needed to operate
in difficult times throughout the last decade, where pressures from private investors and rising
land costs posed considerable affordability challenges given the sector’s cost-rent principle
(Kumnig & Litschauer, 2025).

While ‘brick and mortar’ subsidies remain an important policy instrument, Austria's subsidy
scheme also provides revenues for means-tested housing benefits (Wohnbeihilfe), which,
following the decentralisation, are provided by federal states to support low- and very low-
income households in covering rental costs (Amann et al., 2023). Additionally, for the lowest-
income groups, Austria's minimum income social assistance programs, administered by the
federal states as well, can also cover housing-related expenses, and basic benefit schemes
further ensure that basic housing needs are met (see Mundt, 2017; and Wolfgring & Peverini,
2024 on Vienna, for instance).

II.  Are there structural divergences (tensions) between the direction of travel (universalist
- residualist) of the national housing system, and the local housing system?

Structural divergences between Austria’s national housing policies (which increasingly
promoted re-commodification) and housing policies in bigger cities are largely driven politically.
Vienna'’s local policies, for instance, remain strongly de-commodified and universalist, given
the dominance of the Social-Democratic Party (SPO). Conservative and right-wing parties
(OVP, FPO) favour market-driven housing solutions, while the Social Democratic Party (SPO)
emphasises tenant protection and social housing. At the national level, housing policy has
increasingly shifted toward homeownership promotion and liberalising private rental regulation,
especially under OVP-FPO governments (2000-2006, 2017-2019). These governments have
expanded homeownership incentives by privatising LPHA housing. For example, the 1993
reform of the Limited-Profit Housing Act introduced a "rent-to-buy" model, allowing the sale of
previously subsidised housing to sitting tenants (GBV, 2016). While initially a limited measure,
right-wing and conservative parties (OVP, FPO) have repeatedly attempted to expand this
purchasing option, signalling a shift towards homeownership promotion at the expense of
rental affordability. Similarly, the partial privatisation of LPHA stock in 2004, when federally
owned non-profit housing was sold to banks and private investors, marked a turning point in
re-commodification, reducing the available supply of social housing (Mundt & Amann, 2010).
Additionally, the 2017-2019 OVP-FPO government framed homeownership as the ideal model
fostering a self-determined and secure life, while the government program also sought to
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further liberalise tenancy laws by attempting to abolish rent caps in the historic housing stock
(Bundeskanzleramt, 2017).

In contrast, Vienna, governed by the SPO for over a century, strongly resists re-
commodification. The city continues to expand social housing, while supporting tenant rights
in the private rental sector through consulting and lobbying for the enforcement of strong tenant
protections at the national level. The 2018 introduction of the zoning category “Subsidized
Housing” (Geftrderter Wohnbau) and the 2019 revival of municipal housing construction under
a city-owned limited housing association demonstrate Vienna’s pushback against national
trends. Furthermore, the current SPO-NEOS city government (2020-present) has frozen
municipal rents for 2024 and 2025 at the level of 2023 as a response to high inflation following
energy price increases.

These diverging political ideologies create tension between federal and local housing
strategies, resulting in a fragmented housing system where access to affordable rental housing
varies significantly by political leadership.

lll.  What synergies and/ or conflicts exist between the vertical and horizontal governance
levels?

Austria’s federal state design and its multi-level housing governance approach create both
synergies and conflicts, as already outlined above. A key synergy lies in the division of
responsibilities: the federal government establishes legal frameworks, such as tenancy law
(MRG) and limited-profit housing regulations (WGG), while federal states, provinces and
municipalities implement housing policies by distributing housing subsidies since the
decentralisation in 1989. This potentially allows for national consistency with local flexibility.
Additionally, the housing subsidy system (Wohnbauférderung) supports both supply- and
demand-side measures, enabling public-limited-profit partnerships in construction and housing
benefits to support the social groups in most need.

As mentioned above, Austria’s housing governance is marked by significant political tensions
between national and local levels, depending on the coalitions in place. A key tension, at least
historically, remained particularly between OVP-led federal governments and SPO-led federal
states, mostly Vienna, resulting in diametrically opposed approaches to housing policy.
Nationally, conservative and right-wing governments (OVP-FPO) have promoted
homeownership, (rental) market liberalisation, and private sector involvement. Vienna, under
continuous SPO rule since 1919, except for the Austrofascist period and the Nazi rule (1934-
1945), prioritises the expansion of social housing by providing cheap land to, and subsidising
limited-profit housing associations, while continuing the maintenance of its substantial
municipal housing stock. However, given that a large stock of Vienna’s housing dates back to
the pre-WWII private rental segment, housing affordability also depends crucially on the
decommodifying nature of the national tenant protection and rent controls (Debrunner et al.,
2024).

Furthermore, since the 1989 and 2008 decentralisation, housing subsidies have been
managed by the federal states rather than the national government. The abolition of earmarked
federal housing subsidies in 2008 granted financial autonomy to federal states, but many
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states redirected funds away from housing, limiting investment in social housing in some
federal states, undermining the potential de-commodifying orientation of housing subsidies.
Another source of conflict is privatisation, particularly regarding Limited-Profit Housing
Associations. OVP-FPO governments have supported expanding rent-to-buy options and
selling subsidised LPHA housing at the national level. These options weaken the long-term
affordability protections given by the national Limited Profit Housing Act, while also
complicating retrofitting and management of limited-profit housing estates.

The overall trajectory remains politically fragmented, with housing affordability and
accessibility increasingly dependent on the coordination of national-regional political
leadership.

3.2 Q2: Impact of exogenous macro-trends, policies and crises:
What have been the events that really made a change in each
tenure?

I.  To what extent are processes of de-commodification and re-commadification in each
housing system driven by, or respond to, the identified exogeneous macro-trends and
crises?

EU influences have, since 1995, when Austria joined the EU, played a dual role in shaping de-
commodification and re-commodification at the national as well as the regional, federal state
level. While Austria’s limited-profit housing model has been upheld under EU competition law,
concerns about state aid and budgetary constraints (e.g., Maastricht criteria) led Vienna,
amongst other reasons, to halt municipal housing construction in 2004 (Friesenecker &
Kazepov, 2021). However, municipal housing was never sold off en masse and was
reintroduced in 2019 under a limited-profit housing scheme (Baron et al., 2021; Amann et al.,
2023). Additionally, the 2018 zoning reform introduced the zoning category “Subsidised
Housing” (Geférderter Wohnbau), which requires that two-thirds of newly zoned residential
land be reserved for subsidised housing, counteracting speculative market pressures (Kumnig
& Litschauer, 2025).

The accession to the EU, followed by population growth, is associated with a substantial
expansion in the private rental market, especially in the 2000s. Furthermore, the 2008 financial
crisis and post-crisis low-interest rates indirectly fuelled re-commodification by making
mortgage borrowing more attractive, increasing owner-occupation, but also fuelled the
expansion of Austria's historical preference for rental tenure, especially in urban areas.

More recently, as a response to the financial risks associated with increasing inflation,
construction costs, energy prices, and variable interest rates following the COVID-19
pandemic and the effects of the Russian invasion of Ukraine, the Austrian Financial Market
Authority introduced mortgage lending restrictions (KIM-VO) in 2022, aiming to prevent
unsustainable borrowing and mitigate financial risk. Additionally, the Wohnschirm initiative
(2022-2026) and Wohnungssicherung Plus (2023-2024) represent more recent interventions
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by the national government, aimed at preventing evictions and supporting vulnerable renters,
reflecting an ongoing commitment to protecting rental security in the face of rising housing
costs following the COVID-19 pandemic and the energy crisis.

3.3 Q3: Capacity to filter crises: how does each housing system
respond to macro-events and crises?

I.  What is the capacity of the local and national housing system to provide affordable
housing?

Austria’s national and local housing systems have a relatively strong capacity to provide
affordable housing, particularly due to the long-standing role of limited-profit housing
associations (LPHASs), housing subsidies, and the limited privatisation of municipal/social
housing. Limited-profit housing associations — regulated at the federal level — remain key
providers of affordable rental units, benefiting from preferential tax treatment and reinvestment
requirements that prevent excessive profit extraction. Housing subsidies — stemming from a
payroll tax (0.5% from the employer, 0.5% from the employed) — are another key enabler. With
the 2018 reform, federal states are even allowed to set the height of the payroll tax, but this
hasn’t been used.

Key obstacles for an expansion of social and affordable housing are clearly rising land prices
and increasing market competition through financialization and private real estate developers
in new constructions, as private real estate developers have become profoundly more active
since 2015 (Kumnig & Litschauer, 2025). These developments have led to a dramatic rise in
land prices: between 2010 and 2019, land prices in Vienna increased by an average of 124%
(Baron et al., 2021). As a result, the cost of new construction has risen substantially, posing
major challenges for the production of affordable and social housing.

Despite these challenges, there are key enablers at the local level that help sustain affordable
housing production. Vienna, for instance, aims to maintain affordable housing production
through zoning regulations and land policies that prioritise subsidised development. The city’s
developer competitions and public land banking (through wohnfonds_wien) aim to ensure an
expansion of affordable housing in times of population growth as well as rising land and
construction costs (see Friesenecker & Litschauer, 2022; Altreiter & Litschauer 2022).
Vienna’s practice of developer competitions ensures quality and cost efficiency in subsidised
housing projects, while the wohnfonds wien secures and allocates land specifically for
affordable housing development. These instruments help to ensure a continuous pipeline of
social and affordable housing despite adverse market conditions.

However, in addition, the city’s housing system is currently experiencing increasing pressure
due to significant market shifts. A particularly notable development is the growing role of
institutional investors in the existing housing stock. In Vienna, institutional actors accounted
for only 12% of purchases within the ‘old’ private housing stock before 1982, but their share
rose sharply to 90% between 2007 and 2019 (Musil et al., 2024). This reflects a fundamental

23



transformation of the housing market, driven by the financialization of real estate and the
growing influence of commercial developers (Kadi, 2024; Kumnig & Litschauer, 2025).

II.  How have the identified crises and macro-trends affected the capacity of these housing
systems to provide affordable housing?

The 2008 Global Financial Crisis and the subsequent period of low interest rates initially
supported housing construction by making financing cheaper. However, this also led to
increased real estate investment, raising land prices and shifting housing development
towards more market-driven models, particularly in the private rental sector (PRS). This
financialization made it more difficult for municipalities and non-profit housing providers to
acquire land at affordable prices for subsidised housing.

EU budgetary constraints also played a role in reducing Austria’s capacity to expand social
housing together with national reforms. The 2008 reform abolition of the Housing Subsidy
Purpose Grant Act (Wohnbauférderungszweckzuschussgesetz) allowed federal states to
redirect federal housing funds for other uses than housing, weakening public investment in
new construction. While maintaining a strong focus on subsidising housing construction,
Vienna responded by introducing “Geférderter Wohnbau (Subsidised Housing)” as a zoning
category (2018), requiring two-thirds of new residential developments to be subsidised
housing.

The inflation and energy crisis (2021-2024) further increased construction costs and rent
burdens. To mitigate these effects, the Austrian government launched Wohnschirm (2022—
2026), a national eviction prevention program assisting low-income tenants at risk of losing
their homes. Additionally, Vienna froze municipal rent increases for 2024 and 2025 at the level
of 2023 and introduced further energy retrofitting subsidies to reduce housing costs.

lll.  What challenges have the state and non-profit sector faced, in the light of recent crises?

Austria’s state and non-profit housing sectors have faced significant challenges in the wake of
the 2008 Global Financial Crisis (GFC) and the COVID-19 pandemic. While Austria’s housing
system remained relatively stable during the GFC, the crisis led to a prolonged period of low
interest rates, which spurred private investment in real estate and contributed to rising land
and property prices. This made it increasingly difficult for limited-profit housing associations
(LPHAS) to acquire land for affordable housing, as they faced intensified competition from
commercial developers and institutional investors.

During the COVID-19 crisis, the Austrian government introduced emergency measures to
prevent evictions and support struggling tenants. While rent deferrals and eviction moratoriums
provided short-term relief, concerns over rent arrears and housing insecurity persisted,
particularly in the private rental sector. In response, the Wohnschirm program was launched
in 2022 to assist tenants at risk of eviction, covering rent and energy debts when other support
was insufficient. However, this initiative is temporary (running until 2026) and does not address
structural affordability issues in the long term. Additionally, the Wohnungssicherung Plus
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program in Vienna was introduced in 2023 to provide further rental assistance, yet its funding
remains limited.

The post-COVID economic environment, characterised by inflation, rising construction costs,
and supply chain disruptions, has further strained the capacity of LPHAs and the state to
maintain affordable housing production. While federal and provincial governments continue to
provide subsidies (Wohnbauférderung), budgetary constraints and political shifts have made
long-term planning difficult.

4 CONCERNS REGARDING THE GREEN-HOUSING NEXUS

Retrofitting policies in Austria are marked by pronounced tenure-based inequalities. While
financial incentives are extensive and the main instrument, they disproportionately benefit
owner-occupied single-family homes, where uptake is technically simpler and decisions are
individually controlled. In contrast, rental housing—especially in private, multi-apartment
buildings—faces structural and institutional barriers. In the private rental sector, the landlord—
tenant dilemma remains unresolved: landlords control investment decisions, but tenants bear
the costs, especially in deregulated segments where rent increases post-retrofit are legally
possible. Moreover, multi-owner buildings—which are becoming increasingly typical for urban
areas—are constrained by Austria’s Condominium Act (WEG, Wohnungseigentumsgesetz),
which requires majority agreement for collective renovation decisions. These barriers are
compounded by fragmented governance and limited coordination across subsidy schemes,
particularly between federal goals and state-level implementation. As such, retrofitting
reinforces tenure-based inequalities and remains structurally biased against the rental sector.

These dynamics tend to discourage both landlords and tenants from engaging in renovations.
Tenants often resist due to fears of rent increases and construction disturbances. Additionally,
fragmented subsidy systems and bureaucratic hurdles, particularly in coordinating federal and
state-level programs, further delay or block implementation. While municipal and limited-profit
housing providers can access multiple support schemes, their capacity to deliver large-scale
renovations is constrained by EU procurement rules and skilled labour shortages. As a result,
retrofit funding and delivery remain structurally biased in favour of better-resourced, owner-
occupied dwellings, with the risk of exacerbating spatial and social inequalities.

Nature-based solutions (NbS), while strategically emphasised in the latest national climate
change adaptation strategies, are predominantly implemented at the municipal level and
heavily influenced by tenure patterns. In Vienna, where municipal and limited-profit rental
housing is concentrated, long-term tenancies and rent regulation reduce the risk of
displacement from greening initiatives such as street greening, facade vegetation, green roofs
(Friesenecker et al., 2024). However, greening measures are often introduced in pilot formats
and remain highly uneven across municipalities, particularly in smaller or less-resourced
jurisdictions. Additional limitations for the implementation are heritage protections and legal
frameworks that often obstruct greening in historic areas, while rising operating costs could
burden tenants, especially in socially vulnerable areas. The concern is that, without binding
mandates or redistribution mechanisms, NbS may not only be spatially selective but could also
reinforce tenure-based inequalities in environmental quality. Moreover, in deregulated rental
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markets, the enhancement of local amenities through NbS could indirectly contribute to rent
increases and displacement, even if current data suggests limited effects so far (Friesenecker
et al., 2024).

Densification policies illustrate the divergence between environmental goals and affordability
across tenure lines. While national strategies emphasise compact growth and reduced land
consumption, implementation is decentralised and shaped by local land-use regimes and
market dynamics. In Vienna, densification is strategically aligned with subsidised housing
through instruments such as zoning categories and land allocation for limited-profit housing
associations. This allows for environmentally and socially sustainable densification. However,
in many other cities and regions, densification is primarily pursued through private-sector-led
redevelopment, particularly via attic conversions and brownfield infill. These interventions often
target high-end owner-occupied or deregulated rental units, segments largely exempt from the
Tenancy Law (MRG) due to reforms in the 1990s and 2000s. This mode of densification risks
excluding low-income tenants, undermining affordability objectives. Additional concerns
include the tension between densification and green space preservation, as well as regulatory
constraints such as height limits or heritage status that complicate integrated planning. The
broader implication is that, while densification holds potential to reconcile climate mitigation
and housing needs, its social outcomes are largely determined by tenure structure and the
regulatory instruments employed at the local level.
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National Report on the Housing System from a
Multi-Level Perspective: France

1 EXECUTIVE SUMMARY

In France, the housing system is characterized by a relative equilibrium between the three
tenures, and persistent inequalities due to an extension of market logics across all of them
despite the rising concern for affordability. Governmental support for homeownership has been
persistent since the 1970s, including through instruments supporting first-time buyers, but
modest households have had increasing difficulty in accessing owner-occupation. Meanwhile,
the state has used fiscal incentives to stimulate private investment into private rental market,
shifting the focus from individual to corporate landlords in the mid-2010s — but with limited
success. While social housing production has remained significant throughout the 2000s,
massive demolitions under the estate regeneration policy and degrading financial conditions
(rising costs, declining public subsidies) are putting the ability of the sector to answer the needs
of the population into question.

The housing system combines key enablers and obstacles to the production of housing
affordability. On the one hand, affordability is supported by a strong social housing sector with
dedicated, long-term loan system and mandatory quota; a strong tradition of public
landownership and land-use planning; the introduction of the right to housing as an enforceable
right; and the creation of new tools to experiment affordable scheme across different tenures.
On the other hand, national programmes like the estate regeneration policy and budgetary
cuts are undermining the social housing system, and more generally eroding the fiscal
autonomy of local authorities thus pushing them to partner with the private sector. Relatedly,
the land system has been increasingly subject to rent-seeking practices as a result of the
greater role of private property developers, and of public landowners turning into real estate
developers. All in all, experimentations in affordability remain limited in quantitative terms, and
in space and time such as rent control.

Against that backdrop, we review the mechanisms and potential impacts of environmental and
energy policies (EEPs) on housing inequalities. Due to the prevailing in the political economy
under which housing is considered for its exchange value, and fiscal policy restricts public
revenues — and in spite of advocacy and activism on the housing crisis and energy poverty —
the pre-existing processes we identified are likely to be reproduced across the different
tenures. We explore the complex mechanisms whereby EEPs might generate trade-offs with
housing affordability, paying attention to the different type of tenures for energy retrofits, and
various forms of densification (urban regeneration, no net land artificialisation, and air rights).
Given the costs of energy retrofit, potential impacts include the reproduction of wealth
inequalities, or the decrease of new production in social units and/or push towards its less
affordable forms as providers seek to offset them, as well as an increase in the cost of housing
provided through urban regeneration, leading in some cases to gentrification.
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2 THE HOUSING DEBATE

In France, the current situation of the housing system and debate is critical. According to Driant
(2015), the field of housing policy is characterised by the lack of a single,by unified policy; a
“technocratic capture” of the topic by a few elected officials but who remain marginal beyond
expert circles; and a paradoxical trajectory whereby there is an enduring sentiment that
housing policies are inefficient, despite the improvement of living conditions since 1945. On
the other hand, housing has characterized as being regularly at the centre of the agenda, and
housing policy as very much institutionalised (Pollard, 2018).

Driant (2015) identified five main topics and issues guiding debates around housing policies in
the early 21% century:

¢ The quantitative target of 500,000 new units per year, which has hardly even been
met since the 1970s, and is based around the assumption of a lack of supply due to a
lack of construction in the 1990s, and according to demographic forecasts.

e Theroles of the different tenures, in a context of the persistance of private and social
rental despite of pro-homeownership policies, including debates on rent regulation and
the reform of the “generalist” model of social housing?.

e Policy supporting refurbishment, in a context where 85% of the housing supply
comes from the existing stock: while policies started in the 1980s, they have
increasingly expanded in relationship to environmental and energy concerns.

e Devolution of powers to local authorities, which has been linked to reforms
reinforcing the role of intercommunal institutions in planning, but limited in terms of
scope (especially in the Paris region where the central State maintains a significant
role in the definition of quantitative objectifs and their spatialisation).

e Contradictions between the right to housing, which has became an enforceable
right supposed to guarantee access to social housing for the most deprived, and the
‘social mix’ doctrine which has supported the demolition of existing estates to make
space for private housing for the middle-class in working class neighborhouds.

Most of these debates are still ongoing, within a policy framework increasingly dominated by
the neoliberal consensus, in spite of the long-standing networks in social housing and housing
rights advocates. Indeed, since the first election of Emmanuel Macron in 2017, housing has
been quite marginal in the governemental agenda, and the existing policy rules and

1 Ghekiére (2008) distinguishes three types ideal-types of social housing in the European Union :
residual, generalist, and universalist. In countries that follow a “generalist’” model like France, social
housing is meant to alleviate the difficulties of finding housing on the private market, and as such targets
a specific population (e.g. low-income households), based on income ceiling. Rent ceilings apply, and
tenants can also benefit from housing allowances. Currently, there are three “tiers” of rent ceilings,
corresponding to different type of financing conditions and level of rents (from the lower to the upper:
prét locatif aidé d’intégration, PLAI; prét locatif & usage social, PLUS; prét locatif social, PLS).
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institutions have been framed as too complex and costly, with reforms focusing on cutting
public costs (Fol, Gimat and Miot, 2022). Accordingly, increasing the supply of housing
through market forces is seen as a solution to the housing crisis, following the neoclassical
standard reasoning that this will lead to a decrease in prices.

This translated into the decrease of public spending into housing, in terms of its share of the
GDP (Driant, 2024a). The social housing sector has been put under particular pressure,
contributing to its ongoing restructuring as we will detail below. On the one one hand, austerity
measures have reduced public support for construction: both through continuous cuts in brick-
and-mortar grants that were initiated before, and new cuts in housing allowances. On the other
hand, the sector is being put in competition with other tenures, such as intermediate housing?.

Additionnally, housing policy is now facing a crisis in itself, to the extent that some
stakeholders question its very existence due to political instability and some status quo. In
the past 8 years, 7 successive governments have been formed, including 6 Ministers appointed
for Housing®. This turnover can also be seen in the administration. In 2022, in response to the
critical situation in housing construction, the government launched a consultation process with
more than 200 public, private, and NGOs actors involved in housing (Conseil national de la
refondation Logement). Three working groups on were formed, including on ecological issues.
However, this was not followed by any significant legislative changes, rather than small
technical adjustments, raising much deception and criticism from these stakeholders (Madec,
2023). In 2024, the then-Minister of Housing sponsored a draft bill on “Developing affordable
housing supply” (Développer I'offre de logement abordable, DOLA), which included provisions
that would undermine some of the major components of social housing, such as relaxing the
rules for quotas in urban areas. While the law attracted much criticism from social housing
advocates and housing scholars, it was eventually dropped due to snap elections called by
Emmanuel Macron after the results of the European Parliament election.

Meanwhile, some NGOs have made advocacy efforts to put housing inequalities on the
agenda, such as Fondation pour le logement des défavorisés (ex-Fondation Abbé Pierre)
which has issued an annual report on the state of poor housing for the past 30 years, and
Oxfam (2023). In 2024, the former stated that housing was a “social bomb that had exploded”.

2 Intermediate housing (logement locatif intermédiaire) is a new tax regime that was established in 2014.
It was motivated by attracting institutional investors (e.g. insurance companies) back to private rental
housing, but remains opened to social housing providers as well. These landlords can benefit from tax
incentives and select tenants through conventional market mechanisms, provided they respect a
number of conditions: location of buildings (areas with high demand), income ceilings, rent ceilings
(defined by governmental decree), and the provision of 25% of social housing in the same building (with
exceptions). In addition, landlords must rent the building for 20 years in compliance with income and
rent ceilings, but can sell 50% of the units after 11 years (100% after 16), either to individuals (including
sitting tenants) or other corporate investors.

3 Except for two months early in 2024, there has not been a first rank Minister of Housing, which was
instead placed under other Ministers (of Ecological Transition, Planning, etc.).
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Others have specifically campaigned on energy retrofit: following the 2022 call of the
Citizens’ Climate Convention for making energy retrofit compulsory as of 2040, the NGO
Derniére Rénovation engaged in civil disobedience (e.g. disrupting major sports events) to
campaign for a more proactive policy on the matter. Beyond their different backgrounds, these
actors share a concern for an equitable retrofit policy taking into account social inequalities.

In that politically sensitive context, some key environmental and energy policies (EEPS)
impacting housing have raised significant debate, if not backlash (see D3.2 for more
details). In 2021, the introduction of a progressive ban on rent for thermal sieves (starting with
G label in 2023) attracted much criticism, and was presented by some opponents as
responsible for the drop in housing supply. Accordingly, the schedule was delayed, and a new
law relaxing conditions is currently under examination®. Likewise, the zero net land take (zéro
artificialisation nette, ZAN) policy created by the same time has been subject to much political
controversy, on grounds that it was a top-down approach, detrimental to first-time buyers, and
even an attack against rural idendity according to some right-wing elected officials. Again, after
some adjustements already introduced in 2023, a new law that may undermine its main
principles is currently under examination after its adoption by the Senate.

3 HOW THE HOUSING SYSTEM HAS CHANGED

3.1 Q1: Degree of commodification

I.  Whatis the direction of travel of the national / local housing system: are these becoming
more de-commodified (universalist) or re-commodified (residualist) over time?

At the national level, the housing system shows a complex pattern mixing elements both
from de-commodification and re-commodification modes and processes, so that deciphering
a single direction remains tricky — even so given that some structural changes are recent, and
may take time to fully develop. Comparative studies of housing policies have characterized the
housing policy in France as “soft”’, due to the compromise between supported of liberal and
redistributive policies, the latter being able to persist due to a strong institutionalisation
(Bugeja-Bloch, 2013).

While traditionally categorised as belonging to the “unitary” model (Kemeny, 1995), some of
its key housing systems ingredients seems to be moving away from this. Firstly, following
political emphasis since the 1970s, owner-occupation has become the dominant tenure,
increasing from 55% to 57% between 1991 and 2021. However, this growth has slowed down

41n 2024, the government had already adjusted some technical aspects for small apartments, resulting
in lifting the ban on 140,000 units.

33



in the last decades; and it has not translated in policy discourses and programs that would
abandon the other rental tenures, which kept on being supported through specific goals,
instruments, and some funding. Secondly, the private and social rental sector is somehow
integrated in a single rental market given that (i) a significant part of the population remains
eligible to social housing following the “generalist” model — even though this is in principle, and
does not translate into facts for various reasons — and (ii) both tenures are recipient of state
budgetary support and regulation. However, this budgetary support has shifted in terms of
quality (from brick-and-mortar subsidies to tax incentives for supply, and housing allowances
for demand), and quantity (with a significant drop in supply subsidies for social rental since the
2000s, and more recently ford demand). Thirdly, the rental sector does not take up most of
the housing market (less than 50%), with (i) social housing undergoing a process of
residualisation in terms of occupancy, and (ii) private rental being subject to control through
regulation of rent increase (national index), the introduction of rent caps in some specific areas
(including the city of Paris and adjacent first-ring cities in the suburbs), and specific regulations
regarding short-term rental (STR) accommodation. Additionally, (iii) low-income groups benefit
from housing allowances, but these have come under pressure due to austerity policies, which
led to a first decrease in 2017. Finally, the land system is moving towards greater
commodification: even though there remains regulations (e.g. mandatory quota for 25%
social housing for urban municipalities, planning gains), reforms have been proposed to relax
them (e.g. include intermediary housing into the quota), and public land banking is less
comprehensive.

Indeed, several elements relative to decommodification, or that involved a form of
countercheck to commodification have undergone radical changes. While France was
characterized by a strong public land banking tradition and centralised planning system that
was believed to undermine the formation of growth coalitions (Le Galés, 1995), recent research
has shown the development of rent-seeking behaviours by public landowners turning into
real estate developers (Piganiol, 2017; Adisson, 2018), the greater intervention of large-
scale developers through the direct purchase of large tract of lands and leading regeneration
schemes (Citron, 2017; Guironnet, 2017), i.e. taking care of housing development and public
space, notably through the introduction of new legal tools to allow local authorities to negotiate
planning gains through contracts (Thibault, 2017).

Moreover, the country’s strong tradition of social housing and its “generalist” model are
currently undergoing significant shifts. While the level of production was certainly
maintained at significant levels throughout the 2000s (Gimat, 2017), the increasing austerity
pressure is not only threatening the ability to keep pace with this level — not to mention actual
needs — but more largely the whole system. Even though this process already started with the
1977 reform that introduced a shift in public grants from supply (brick-and-mortar subsidies) to
demand (housing allowances), it gained prominence throughout the last two decades: the
decrease of housing allowances and state subsidies — compensated by local authorities but
only temporarily — has put social housing providers under pressure to tap into their own equity
and to “diversify” their revenues (Gimat and Halbert, 2018), through selling their stock and
shifting to more lucrative social tenures (Herrault, 2024), but also to new private rental tenures
such as intermediate housing. The latter was part of a larger governmental push for opening
the provision of “affordable housing” to institutional investors and real estate asset managers
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through the creation of a new tax regime (logement locatif intermédiaire, LLI). Over the same
period, the production of social housing has also been increasingly outsourced to private
developers through forward sale schemes®, a practice that initially started as an experiment by
mayors and quickly became widespread across the whole sector, supported by several large-
scale purchase plans from a state-owned housing company (Gimat and Pollard, 2016).

On the other hand, some policies were introduced to curb commodification — if not to de-
commodify part of the housing production and stock. Firstly, despite political conflicts between
the central state and the city of Paris (see below), rent controls were introduced in 2014, and
currently apply in Paris and adjacent jurisdictions (Plaine Commune, Est Ensemble), as well
as other metropolitan regions (Lille, Lyon and Villeurbanne, Bordeaux, Montpellier). However,
the system is an experiment, i.e. limited in space and in time (up to 2026). Loopholes also
allow landlords to bypass the control. Secondly, there exist instruments designed for
providing housing affordability across each tenure, and these have expanded in the past
decades. But as for homeownership, their development is still limited (see Appendix in 6); while
in the case of private rental their actual contribution to affordability remains open to debate
(such as intermediate housing via the LLI tax regime).

All in all, many elements point towards greater commaodification, even though it might be too
early to tell with certitude given the ongoing restructuration of the social housing sector — not
to mention the importance of territorial variability (see Driant, 2024Db).

II.  Are there structural divergences (tensions) between the direction of travel (universalist
- residualist) of the national housing system, and the local housing system?

Focusing on the city of Paris, there are no significant structural divergences between the
direction of travel of the national and the local housing systems. For instance, Paris has ranked
first in terms of the continuous rise in housing prices observed at the national scale. The
municipality has also pioneered the use of rent controls, being the first area where the
experiment was tested in 2014. Likewise, large-scale regeneration schemes were used to
experiment new financing modes in private rental, such as intermediate housing in the Clichy-
Batignolles area.

Moreover, if we shift the focus beyond the administrative boundaries of the City of Paris to that
of the greater Paris area, the commodification process seems to be accelerating in many
municipalities in relationship to the transit-oriented megaproject of the Grand Paris Express,

5 Created in 1967, forward sales (vente en I'état futur d’achevement, VEFA) are a type of contract
whereby the seller (typically a developer) transfers to the buyer (e.g. households) their property rights
over the land and existing construction. The units gradually become the property of the purchasers
through various tranches, following the progress of construction.
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which will create 68 new train stations in the periphery, and is likely to drive up land and real
estate prices, therefore pushing out working classes (Clerval and Wojcik, 2024).

. What synergies and/ or conflicts exist between the vertical and horizontal governance

levels?

The synergies and/or conflicts between vertical (central-local, focusing on Paris) and horizontal
(public-private) governance level are summarised in Table FR1 below.

Vertical
(central-local)

Horizontal

(public-private)

Synergies

- Emphasis on social mix from
above (bringing middle class in
poor areas)

- Policy instruments helping first-
time buyers

Discursive framing of “affordable”
housing, and related emphasis on
the needs of the middle class (?)

Conflicts

City of Paris:

- SR: existing vs. construction,
funding

- PR: Airbnb regulation, tax on
vacant buildings

Other localities:

- Supply-side policy to boost
private investment into PR tenure:
tax incentives vs. lack of
revenues, competition with social
housing

Tle-de-France (Paris region):

- Conflict around quantitative
targets + spatial distribution of
(social) housing

At the national level:

- Institutional divestment from
housing leading to large-scale
sales, and new regulation (1990s)
- Institutional investment into
funding PR through new tax
regime (LLI), and SR through
sales (2010s)

At the local level (Paris):

- PR: rent control, Airbnb
regulation

- Institutional investors: pushing
housing densification through new
zoning plan (PLU-B), conflict over
renovictions (Akelius)

Table FR1 — Summary of multilevel governance dynamics across vertical and horizontal dimensions
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Synergies

Focusing on the City of Paris, two main elements can be cited as synergies between the
central and local levels. Firstly, there is a consensus across policymakers on the doctrine of
the “social mix”, that is the idea of mixing population with different socio-economic positions at
the neighbourhood scale, and the ways of achieving this , which is mostly tackled “from above”,
i.e. as creating housing for the middle class in deprived neighbourhoods — rather than
introducing more social housing into affluent areas. The shift of the City of Paris towards the
centre-left since 2001 has been associated with discursive emphasis on achieving this social
mix (Clerval, 2013), in line with the political consensus observed at the national level.
Secondly, the City of Paris has developed a zero-interest loan (prét Paris logement) that can
be combined with similar instruments at the national level (PTZ) in order to help middle class
residents to become homeowners.

In terms of synergies across the public-private spectrum, the most palpable element
seems to be the discursive shift towards the “affordable” rubric, which tends to supersede
traditional social housing in policymaking and practitioner circles. The “affordable” discourse
generally involves a framing over the housing needs of the middle class, as it cannot access
homeownership due to the continuous rise of prices over the last two decades, nor social
housing due to the lack thereof. Despite generating tensions within the left majority (Hervet,
2013), this emphasis on the middle class can be seen some of the policies developed by the
City of Paris, such as pilot operations of intermediary housing in large-scale regeneration
projects, and the creation of a municipal housing company for affordable housing (Fonciére de
logement abordable).

Conflicts

Conflicts between the vertical governance levels, both between the central State and local
authorities, but also between the latter (regional council, districts, municipalities and
intermunicipal institutions), are manifest in the tensions surrounding the adoption of housing
plans at the metropolitan or regional level. At the metropolitan level, the plan for housing and
accommaodation (Plan métropolitain de 'hébergement et de 'habitat, PMHH) was supposed to
be adopted by the Metropolis of Greater Paris (MGP) before 2018 according to the law.
However, it was stopped in 2019 because of conflicts between municipalities regarding the
spatial redistribution of the production of social housing; and was only relaunched in 2023.
Likewise, the second version of the regional plan for housing and accommodation (Schéma
regional de I'habitat et 'hébergement, SRHH), that is supposed to help implementing the
production target set by the Grand Paris law (70,000 units/year), has led to significant
governance conflicts, in particular around the production of social housing. Again, local
authorities were divided on its geography, while social housing representatives criticised the
risk of setting targets they deemed too restrictive. The issue is also the gap between the targets
set by local state administrations which pilot the definition of the plan, and the lack of dedicated
financial resources to build social housing units to reach the said targets, due to austerity
pressure.

Focusing on the City of Paris, conflicts with the central level mostly revolve around the
rental market. Firstly, while both institutions share the agenda of social housing production,
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they differ over the means: the State pushed for more new production, as the acquisition-
conversion of existing buildings is seen too costly; and its representatives have pushed for
more intermediate housing®, a position that triggered criticism given the uncertainty over the
funding of traditional social housing by the central State (Hervet, 2013). Secondly, tensions
also unfolded around issues related to private rental. Since 2015, the City of Paris has engaged
in developing a policy to regulate short term rentals (STR), and particularly Airbnb which has
been framed as a threat to the supply of permanent housing (Aguilera, Artioli and Colomb,
2019). While this did not translate into an open conflict with the central State, it stands in
contrast with the benevolent attitude of the executive since Emmanuel Macron’s first term
(2017) towards platforms. Lately, the City of Paris has found that the stock of private rental has
seen a sharp decline — to the extent that it is deemed to offset its efforts in the production of
social housing. The City’s deputy for housing is currently campaigning for a reform of the tax
on vacant housing, on the account that it is too low to deter landlords to put their property on
the rental market.

Interestingly, corporate landlordism is subject to both vertical and horizontal conflicts in
governance. The new tax regime created by the government in 2013 to attract institutional
investors into private rental housing (LLI) has drawn significant criticism of many localities (not
specifically the city of Paris) on two main accounts: tax exemptions designed to boost the
return meant a loss of property tax revenue for municipalities; and some of these consider this
type of housing as a competitor to the upper tier of social housing (PLS) which they favour for
different reasons, including because it is taken into account into the 25% social quota’. This
led to fiscal adjustments into 2020, with the hope that this would unlock the willingness of
mayors to allow for more LLI development. This tension can be seen in continuity with the
previous conflicts over the tax incentive system introduced since the 1980s for individual
investors: it was criticized for leading to a spatial mismatch between the supply/demand of
private rental housing (Pollard, 2018; Le Brun, 2022), which the shift towards institutional
investment was supposed to supersede.

Corporate landlordism involved haorizontal conflicts as well. At the national level, massive
sales of housing by institutional investors following the 1991 crisis led to public controversy,
and new regulation reinforcing tenant rights in certain conditions, with investors being criticised
for shrinking the supply of affordable private rental housing. But this changed around the mid-
2000s as these investors were framed by policymakers as a solution to the shortage of such
housing for the middle class. The centre-left government’s project of conditioning their tax
advantages to investment into intermediate housing turned into a conflict between the

6 To clarify, this kind of “intermediate housing” is not the same as the tax regime introduced in 2013 (i.e.
LLI), but encompasses pre-existing schemes that includes the upper tier of social housing (prét locatif
social, PLS) and specific loans for intermediate housing (prét locatif intermédiaire, PLI).

7 As of now, LLI is not taken into account in the social housing quota. In its draft bill presented in Spring
2024, the government aimed at introducing this possibility, but the initiative was halted due to snap
elections called by the President.
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industry’s representatives (particularly REITs, and insurance companies) and part of the
government, which shifted instead to tax incentives (see Guironnet, Bono and Kireche, 2024).
Similar governmental narrative framed institutional investors as a solution to fund traditional
social housing, leading to parliamentary attempts since 2014 and providers’ experimentations.
However, the main legislative initiative around the sale of the existing stock to corporate
landlords in 2018 triggered the mobilisation of a coalition led by the social housing sector’s
representatives, and was ultimately defeated (see Guironnet and Halbert, 2023).

Moreover, similar public-private tensions emerged at the local level around the revision of
the City of Paris’ zoning regulation (PLU-B) in 2020-2024. These focused on the municipality’s
project of pushing for housing densification on ca. 1,000 targeted parcels, including many on
which institutional investors and real estate asset managers own non-residential (mostly office)
buildings. Mostly supported by the green and communist aldermen within the governing
majority, this project aims at producing below market, social, and CLT housing. It triggered
criticism and lobbying efforts from corporate landlords, many of which are reluctant to build
housing which is seen as less profitable. Prior to that, the municipality had also engaged in
informal negotiations against the Swedish property company Akelius, which was accused of
conducing “renovictions” by tenants who alerted the mayor, and threatened with eminent
domain purchase.

Similarly, STR such as Airbnb are at the crossroads of vertical and horizontal conflicts.
As explained above, it has been framed as a major issue by the elected officials in Paris.
Besides their willingness to regulate its use which did not seem to be much supported by the
executive, it also causes conflicts with landlords and their representatives, but most of all with
corporations themselves such as Airbnb, even though the City has reached an agreement with
the platform for the collection of the travel tax (Aguilera, Artioli and Colomb, 2019).

3.2 Q2: Impact of exogenous macro-trends, policies and crises:
What have been the events that really made a change in each
tenure?

I.  To what extent are processes of de-commodification and re-commaodification in each
housing system driven by, or respond to, the identified exogeneous macro-trends and
crises?

This section focuses on the national level, and is based on the distinction between non-
housing/ housing specific items.

Non-housing specific macro trends and crises

In France, the housing system at the national level has been affected by welfare restructuring
over the past decades. This process was already evident in the 1977 reform which was a
milestone in housing policy, and social housing in particular, leading to a shift from brick-and-
mortar subsidies (aides a la pierre) to housing allowances (aides a la personne). The reform
was linked to a decrease in government spending turn in response to the 1973 oil shock
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(Driant, 2015). This austerity rationale putting pressure on the social housing has grown
throughout the 2000s. Following the 2012 sovereign debt crisis, it was used to support the
centre-left government’s plan to bring institutional investors back to housing through a new tax
regime for intermediate rentals (LLI). Since Emmanuel Macron’s election in 2017, it has served
as a guiding thread for the housing policy in general, which is presented as inefficient due to
its complexity and cost (Fol, Gimat and Miot, 2022). At the same time, the combination of
supply-side tax incentives introduced in the 1980s and the successive reforms of the pension
system has led many households to use housing as a means to reach financial security,
including for retirement (Benites-Gambirazio and Bonneval, 2024).

Moreover, the housing system has been subject to several key crises that had a structural
impact at several levels. Besides the burst of the bubble, the 1991 property crisis ignited a
massive exit of institutional investors away from the residential market, which then became
more structural as active asset management took root in the real estate industry. This had a
twofold repercussion: it reinforced owner-occupation — and in the case of Paris, social housing
through an active purchase policy of buildings for sale by the City — and led to further regulation
of tenant rights. These path-dependency factors have constrained institutional investment into
housing once policymakers have been willing to encourage it in the 2010s (Guironnet, Bono
and Kireche, 2024).

Besides its outcome in economic slowdown and the repercussions seen in housing production,
the 2008 global financial crisis (GFC) had two main outcomes on the housing system. Firstly,
the government positioned housing as a key countercyclical tool to kickstart economic activity
through enlarging existing tax incentives (such as relaxing access conditions to zero-interest
loan, revising tax incentives for private investment into rental housing). So, while the crisis can
be seen as putting President Nicolas Sarkozy’s ambitions to reach a rate of 70% of owner-
occupation on hold, this tenure was still part of the government’s toolbox. This countercyclical
strategy also involved social housing through the large-scale purchase plan of future units by
social housing providers through forward sales agreements with private developers (30 000
VEFA). In the next years, this shifted to an established practice of outsourcing social housing
production to private developers. Secondly, the concern of policymakers for systemic financial
risk led to the reinforcement of macroprudential regulation through the creation of the High
Council for Financial Stability (HCSF), which started to issue recommendations (e.g. capital
requirements, loan duration and loan-to-value).

In 2020, the government essentially reproduced this strategy to combat the economic
downturn caused by the outbreak of the Covid-19 pandemic and associated lockdown
policies. The state-owned housing provider CDC Habitat signed a large-scale purchase
agreement with private developers for 40,000 units (out of which 30,000 were eventually built),
including social housing, and private rentals (intermediate housing, “affordable”, an even
market-rate). This was reiterated in 2023 (17,000 units, including 12,000 intermediate), mostly
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financed through a provision of fresh equity by the State®. Additionally, in order to regulate the
provision of credit to households, the HCSF recommendations were made mandatory.

In the face of other crises such as the energy crises linked to the Russia-Ukraine war, and
subsequent rise of inflation that compounded pre-existing dynamics (e.g. glut in global
production networks for raw materials because of Covid-19 pandemic), other governmental
strategies included budgetary plans to alleviate the costs for the less affluent population as we
detail in the WP3 report (see D3.2).

Overall, the influence of EU policies seems to have a moderate impact on social housing policy
in the case of France compared to other countries — at least in a direct way (Daniel, 2018).
One reason may be that the system of social housing follows the “generalist” model, which is
less subject to regulation in the name of competition policy than the “universalist” found in
Netherlands or Sweden (Ghekiére, 2010). The influence of EU policies over housing are also
larger, having to do with monetary policies (QE) that created a low-interest rate environment
conducive to asset price appreciation.

Housing specific events and processes

In France, housing is subject to an accumulation of policies and instruments over time, serving
different — if not contradictory purposes — of home, urban development, and economic growth
and wealth accumulation (Driant, 2015). Altogether with the continuous policy support for
homeownership but as well as for private and social rental, it results in a complex landscape
that makes any attempt to identify trends across tenures and key historical moments a
challenging task.

For private rental, the most significant process has been the development of tax incentives
since the 1980s to stimulate individual investment into buy-to-let housing. There have
been many adjustments throughout time, the main variable being the introduction/relaxing of
income and rent ceiling by centre-left policymakers. Despite heavy criticism, these schemes
have persisted over time until recently. Some of their critics argue that the fiscal support should
instead be redirected to institutional investors in order to incentivise them to purchase buy-to-
let housing, and more recently, to invest into energy retrofitting of the existing stock.
Additionally, the regulation of the private rental market has been reinforced through the
introduction of rent controls in 2014, but only as an experiment in some localities, including the
City of Paris (more on this below).

8 In 2023, Action Logement, the institution financed by the tax on salary mass (participation des
employeurs a leffort de construction, also known as 1% for housing) and co-managed by union
representatives of employers and employees, also adopted a plan to buy 30,000 housing units (either
for intermediate or social housing).
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While the production of social housing has remarkably remained significant throughout the
2000s (Gimat, 2017), the sector has undergone contradictory trends. On the one hand, its
development was encouraged through the creation of social housing quotas for urban
municipalities in 2000 (SRU), and access to it was made an enforceable right for the most
deprived through the creation of a “right to housing” in 2007 (DALO). On the other one, a
number of policies have undermined its ability to meet the housing needs of the population. In
the name of the “social mix”, the estate regeneration policy (2003) led to an actual shrink of
social housing overall (including its lowest tier with low rents). This doctrine was motivated by
what policymakers considered as the failure of estate regeneration policy (politique de la ville),
and gained further traction after the so-called “urban riots” that erupted in 2005 following the
death of two young residents due to police control. Moreover, new reforms in 2018 (ELAN)
accelerated ongoing processes of corporatisation and commaodification, such as the pre-
existing Right-to-Buy policy that it sought to buttress, and the regrouping of housing providers
to achieve a minimum size. Altogether with the decrease in state funding, they pushed social
housing providers to seek more revenues by “diversifying” their activity (see below).

Last but not least, the situation of housing in the devolution process that was initiated in 1982
remains contrasted, due to concerns that territorial fragmentation (ca. 36,000 communes at
that time) and competition would lead to exclusion and inequalities (Driant, 2015). In 2004, the
delegation of supply subsidies was created by the law but conditioned on the adoption of local
housing plans by intercommunal institutions, and remains limited (i.e. volume of subsidies is
capped by the State, and remains low). In 2014, local strategic plans for housing (programme
local de I'habitat, PLH) were reinforced. However, the central State has maintained its grip
over key aspects of the housing policy and system, such as tax incentives, and estate
regeneration (Epstein, 2013).

3.3 Q3: Capacity to filter crises: how does each housing system
respond to macro-events and crises?

I.  What is the capacity of the local and national housing system to provide affordable
housing? Identify the key obstacles to production of affordable housing, and the key
enablers of the production of affordable housing, in both the national and local housing
systems.

In France, “affordable” housing is a keyword that has made its way in policymaking and
practitioners circles over the past years — not without generating criticism from some advocates
of social housing who consider this as part and parcel of the political effort to undermine the
“generalist” of social housing in France by blending it into a larger, more flexible buzzword.
This was epitomized by the government’s short-lived draft bill in 2024°. There is no official

9 Eventually the bill was dropped because of snap elections called by Emmanuel Macron.

42



definition of affordable housing, however. A range of initiatives and new hybrid tenures
have emerged under this umbrella term: some being developed by housing providers such as
CDC Habitat (logement abordable contractualisé, LAC), others by local authorities (Fonciere
de logement abordable by the City of Paris, ‘3A’ plan of the Métropole de Lyon). These run
across different tenures (mostly owner-occupation, and private rental). In the following, we
adopt a larger focus that includes traditional social housing which arguably aims at
affordability to the extent that it is regulated by income and rent ceilings!®. We also do not
engage in assessing whether housing that is claimed as being “affordable” really is.

The key enablers of the production of such affordable housing and the key obstacles that may
run against them are summarised in Table FR2 below, distinguishing between the national
level and the local (with a focus on the City of Paris).

Key enablers to the production  Key obstacles to the production

of affordable housing of affordable housing
National - Strong social housing sector with - Neoliberal ideology and austerity
housing dedicated, long-term loan system  policies undermining social
system and mandatory quota for 25% housing funding, pushing for less
social housing (SRU) affordable units
- Strong tradition of public - Neoliberal ideology and austerity
landownership and land-use policies undermining fiscal
planning autonomy, pushing for more land
- Introduction of right to housing as rent extraction
a constitutional right and a policy - Estate regeneration (PNRU)
instrument (DALO) leading to demolition of lower tier
- Creation of new tools to of social housing

experiment affordable schemes
across tenures

Local housing  City of Paris: City of Paris:

system - Housing as a key priority in the - General rise in prices not really
agenda, including affordability undermined by rent controls, nor
issues by municipal policy
- Internal expertise and coupling of - Dependence over the central
legal competencies state for legal changes
- Strong fiscal base linked to hot - Lack of available land in the
market upcoming years

10 But, crucially, in a different way since the funding model is in principle based on the cost of production,
rather than the market rate as it is for affordable housing (Gimat, Guironnet and Halbert, 2022, p. 63).
However, not all social housing is affordable (see item Error! Reference source not found. above).
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Other localities: Other localities:

- In attractive cities (e.qg. first ring - Greater fiscal dependence over
around Paris), ability of mayorsto  land rent extraction to compensate
use land-use planning powers to for austerity policies (e.qg. loss of
bargain with developers intergovernmental transfers)

Table FR2 — Summary of key obstacles and enablers to the production of affordable housing

National housing system

At the national level, the production of affordable housing (including traditional social housing)
has been supported by four main items. Firstly, there exists a strong social housing sector
(representing 18% of the households in 2021) with dedicated, long-term loan system
overseen by the CDC, a state-owned financial institution responsible for transforming
households’ deposits into long-term loans to social housing providers at a variable rate (but
not based on market)!!. While the rest of the funding (e.g. public subsidies) has come under
pressure, and despite several reforms that have restricted the scope of this loan system, it is
still functional. Additionally, social housing provision is also supported by the legal framework
for social housing quotas (25% in urban municipalities) that was established in 2001 — even
though some municipalities still do not meet the target, and that it regularly comes under attack,
such as in the latest governmental project (DOLA).

Secondly, there is also a strong tradition of public landownership and land-use planning
system conducive to social housing production — provided there is local political will. This takes
shape in an array of instruments, from dedicated arm’s length development corporations
(établissements public fonciers, EPF) to legal competencies of municipalities, such as eminent
domain purchase, construction permit delivery, local tax setting, etc. In attractive locations,
such as municipalities adjacent to Paris, this has allowed mayors to go engage in bargaining
with private developers, and settle paralegal arrangements to secure the delivery of social
housing, or cap the price of new private housing schemes (Pollard, 2018).

Thirdly, the rights of the population to access social housing was reinforced — at least on paper
— by the consolidation of the “right to housing” into the Constitution by the end of the 1990s,
leading to a specific framework in 2007 (droit au logement opposable, DALO). Provided they
are willing to engage in the process, this opens the possibility for the most deprived to put the
State under the obligation to provide them with social housing.

11 Crucially, this system is based on an equal access to loans, i.e. the interest rates are the same
whatever the financial conditions of the providers or the location of the operation (Halbert et al., 2013).
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Fourthly, the last two decades have seen a proliferation of new schemes designed at
securing affordability across the different tenures, providing local mayors and administrations
with a toolbox (see Appendix 1 in 6). For owner-occupation, these include zero-interest loans,
shared ownership schemes (PSLA), and the dismemberment of land-housing (OFS-BRS)*2.
For private rental, the counterparties to accessing specific retrofitting subsidies (ANAH), or the
new intermediate housing tax regime (LLI). Even in social housing, a tenure geared towards
the provision of below market housing, some experiments were introduced as a national
framework (PLAI adaptés in relationship with Housing First policy) or by specific NGOs
(Fondation Abbé Pierre through its Sociétés d’investissement solidaires).

On the other hand, these elements are counterbalanced by significant obstacles to the
production of affordable housing, with some of these being structural shifts still ongoing.
Firstly, despite its long-established tradition, the funding of social housing sector has come
under significant pressure in the last decade. Neoliberal policies have “put [the system] in
crisis” (Santili, 2020), whether in the name of efficiency, and/or austerity, by decrease grants
to social housing providers, either directly (e.g. central state grants), or indirectly (e.g. by
redirecting resources devoted to other purposes, such as the 1% logement). In addition,
production costs have significantly increased, while specific programs to alleviate the cost of
land through the use of public land (programme de mobilisation du foncier public) have not
generated significant results. This puts providers under pressure, and force them to tap into
their own equity, as well as to “diversify” their revenues by selling their existing stock, engaging
in new activities such as partnerships with private property developers, or producing less
affordable social housing (upper tier, PLS) or intermediate housing (LLI). Despite the sector’'s
ability to resist some of the reforms, these have also revealed that it is divided, with some of
the biggest providers pushing for them (Gimat, Guironnet and Halbert, 2022).

Secondly, this pattern also applies more largely to public landownership and the planning
system. Indeed, the fiscal autonomy of local authorities has eroded as a combination of (i)
austerity cuts to intergovernmental redistribution that have aggravated since 2012, and (ii)
structural reforms of the fiscal system since 2017. As a result, local authorities are pushed to
partner with private developers and national public agencies to finance their urban and housing
policies, especially in areas where they can leverage their attractivity on the real estate market,
such as first ring municipalities in the greater Paris area, leading to land rent extraction
(Adisson, Halbert and Maisetti, 2023; see also Clerval and Wojcik, 2024, p. 144).

Thirdly, the estate regeneration policy (PNRU) has led to a shrinking of traditional social
housing. In the name of the “social mix”, more social housing was destroyed (164,000) than
rebuilt (142,000) — many of which in other areas. The net result of 48,000 additional housing
units presented by policymakers includes private housing built in order to make room for the

12 For these, affordability is not always an end in itself, but can instead by a means towards
homeownership.

45



middle class in working class areas. Altogether with the sale of the existing stock by social
housing providers to generate new revenues, estate regeneration policy leads to the decrease
of the older stock, which is usually associated with lower rent levels, while new social housing
construction is not, due to rising costs in construction and land (Clerval and Wojcik, 2024).

All'in all, the tensions between the key enablers and obstacles of affordability are reflected in
the rise of the number of applicants on a waiting list for social housing, which has reached
unprecedented high at 2,25 millions in 2021, up from 1,4 in 2013, which was already a 37%
increase compared to 2001 (Fondation Abbé Pierre, 2024, p. 193).

Local housing system

Focusing on the City of Paris, the production of affordable housing has been enabled through
the combination of political change, organisational, and fiscal resources. Firstly, housing has
been framed as a priority by the centre-left mayor Bertrand Delanoé (2001-2014), followed
his former deputy Anne Hidalgo (2014-2026), in stark contrast with the previous right-wing
majority. Based on the doctrine of the “social mix”, this included the production of social
housing, including for the middle class. This can also be seen as a way to comply with the
national framework of the SRU law, which set a target of 25% of social housing to be reached
by 2025. This proactive housing policy also involves the conflict with Airbnb, and more
generally the development of tools to regulate STR supply.

Secondly, this agenda is supported by strong organisational resources, owing both to its
capital status and related institutional specificities (Le Galés and Mouchard, 2023). Given that
Paris is both a municipality, a district, and does not belong to any intermunicipal institution, it
combines competencies over housing, planning, and social action that are elsewhere
fragmented between different tiers of government (Hervet, 2013). Additionally, its intervention
into housing is supported by a strong technical expertise (with over 400 people, ibid.).

Thirdly, and crucially, it is also supported by abundant fiscal resources, resulting from the
most attractive real estate market nationwide that generates significant revenues. These fiscal
resources come from the housing tax (suppressed in 2024), the property tax, as well as the
tax on real estate transactions (DMTO). In 2019, the latter represented 22% of its operating
revenue, with the slowing down of the market during the Covid-19 lockdown estimated to a
loss of €300 millions®3. These fiscal resources help to finance social housing through a variety
of channels, including the acquisition-conversion of existing privately-owned buildings into
social housing through eminent domain purchase power (for €250 millions per year), and more
recently, the creation of a municipal housing company to provide “affordable” housing.

13 Denis Cosnard, « Le coronavirus fait chuter les recettes de la Ville de Paris », Le Monde, 14/04/2020.
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In the City of Paris, the share of social housing increased significantly over the past three
decades, going from 12% to 18%, and even reaching the 25% quota according to other studies
(Apur, 2024a). However, the lower tier of social housing (PLAI) only accounted for less than a
third of the construction, with the middle (PLUS) being most prominent, and the upper (PLS)
accounting for the remaining third according to the same study. While there was an effort in
targeting the most affluent neighbourhoods (1% to 8" and 15™ to 17" districts), the bulk of the
stock remains in the Eastern (above 40% in the 19", 20™, and 13™) due to historical location
and land availability for large-scale regeneration projects. The purchase of existing buildings
—including those owned by institutional investors — and their conversion to social housing was
also a key instrument. On the other hand, critics have underlined that this policy is faced
with conjunctural — as it creates less units than are destroyed in the old stock — and
structural limits — with the priority given to the middle and upper tiers, while being oblivious
to — if not complicit with — gentrification (Clerval, 2013).

More largely, there are key obstacles to the production of affordable housing in the City of
Paris. The first and foremost is that the policy has not curbed the general rise in prices,
despite the introduction of rent controls since 2014 (reintroduced in 2019 after a suspension
following legal issues). This led to slow down the rental increase of 4,2% from 2019 to 2023
(Apur, 2024b). Earlier studies highlighted its “limited efficiency” given the stability of the number
of cases (ca. 25%) where the rent exceeds the legal threshold (Bosvieux, 2020). This can be
seen as the result of several factors, from the political orientation of the majority (more reformist
rather than radical) to its fiscal dependence over real estate transactions, including the
structural constraints linked to private property being a constitutional right in France.

Secondly, for all its internal resources, the City is still dependent upon negotiations with
upper tiers of the state on different matters. This was the case during B. Delanoé’s two
mandates (2001-2014), on issues such as access to public land owned by state
administrations or enterprises, or the production of intermediate housing®* (Hervet, 2013).
Currently, the Deputy mayor for Housing is advocating for a reform of the tax on vacant housing
in order to make it costlier for individual landlords to withhold their properties.

Thirdly, the provision of affordable housing benefited from land opportunities, which were
transformed through large-scale regeneration schemes (e.g. Paris Rive Gauche, Clichy-
Batignolles, Chapelle International). Now that these are mostly completed, the challenge for
the municipality in the coming years will be to adjust to this new context where land is
increasingly a scarce resource (Rainaldi, 2024).

Relatedly, land opportunities are more abundant in the periphery: regeneration-led housing
schemes have multiplied in the past two decades besides the administrative boundaries of
the City, in a more or less direct relationship to the large-scale transit-oriented project Grand

14 Again, pre-existing schemes different from the new 2013 tax regime (see footnote n°1 above).
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Paris Express. In these peripheral spaces, a number of structural obstacles to the production
of affordable housing arise, such as institutional fragmentation (Hervet, 2013), fiscal
competition, and more largely municipal strategies trying to mitigate austerity through
partnerships with cash-abundant central agencies and private developers, leading to an
intensification of land rent extraction (Adisson, Halbert and Maisetti, 2023).

II.  How have the identified crises and macro-trends affected the capacity of these housing
systems to provide affordable housing?

See above, and below.

lll.  What challenges have the state and non-profit sector faced, in the light of recent crises?

First of all, the 2008 GFC crisis and Covid-19 pandemic outbreak have led to a downturn in
housing production, whereas there is a dominant consensus between policymakers and
experts that (i) there is a lack of 800,000 to 1 million dwellings, hence a goal of reaching
500,000 new dwellings per year, and that (ii) more supply will lead, per market mechanisms,
to a decrease in prices.

Secondly, these crises have been fought through massive spending by the State, which led
to an increase in sovereign debt and public deficit. Since 2012, and even more since
Emmanuel Macron’s election in 2017, most policymakers and experts have used this argument
to justify and austerity policy leading to a cut in state spending that puts intense pressure on
social housing. While local authorities have stepped in during some time, they have
increasingly come under pressure as well, due to less intergovernmental transfer from the
central state, as well as tax reforms motivated by supply side policy (first in 2005, but mostly
during Emmanuel Macron’s term) that have eroded their fiscal autonomy as explained above.
At the same time, despite welfare policies that mitigated its impact, the GFC has led to the
pauperisation, especially in the Paris region where almost 20% of the population lives under
the povery threshold, and where a third of poor households cannot even afford the lowest rents
in social housing (Clerval and Wojcik, 2024).

Relatedly, the 2008 GFC led to monetary policies (low interest rate, QE) that essentially
drove asset price appreciation by lowering the cost of debt, thus increasing the cost of
housing for first-time home purchasers, boosting the value of homeowners with no outstanding
debt, ultimately reinforcing inequalities in access to housing and wealth. In fact, access to
homeownership has been highly selective on social grounds, with the poorest left outside of
the market despite supportive policies (Bugeja-Bloch, 2013, p. 79; Driant and Madec, 2018).
More recently, the rise of inflation has led to a revision of monetary policies, with a rise of
interest rates. Coupled with rising costs for construction and land, this has led to a tightening
of credit distribution, and therefore to a drop in demand that fuelled one of the biggest decrease
in housing production (250,000 units in 2024, against 345,000 in 2009).
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4

CONCERNS REGARDING THE GREEN-HOUSING
NEXUS

The green-housing nexus implies complex synergies and trade-offs between existing
restructuring processes of the welfare and housing system on the one hand, and of increasing
concerns and targets for environmental and energy policies (EEPS) on the other hand.

In terms of housing retrofitting, these interactions are better captured through a distinction
between different tenures, which are based on distinctive policy instruments and financing
circuits. In the following, we mostly focus on the national scale.

Owner occupation: in the past decades, owner-occupied housing has increasingly
been transformed as a patrimonial asset to “achieve lifetime financial security”,
especially for rich households (Benites-Gambirazio and Bonneval, 2024). At the same
time, homeownership has been increasingly concentrated in the wealthiest groups,
with 24% of households owning 68% of homes (André, Arnold and Meslin, 2021).
Access to homeownership has been increasingly difficult for modest households
despite specific policy instruments (e.g. zero-interest loans), due to the enduring rise
in prices since the early 2000s that was only moderately compensated by loan
conditions adjustments (lower interest rates, higher duration). In that context, energy
retrofit policy seeks to incentivise owner-occupiers to engage in energy efficiency
renovation works (as opposed to the rental sector, see D3.2 report for more details).
Recent studies shows an emerging pattern of “green value”, i.e. adjustments of price
in relationship to energy consumption (with housing labelled F and G selling at a
discount, whereas A and B would get a bonus) (Notaires de France, 2024).
Consequently, it could be hypothesized that this green value may be captured by
those households that either already own energy efficient housing, or can afford
to engage in renovation works. In that regard, it should be noted that there exists an
array of public instrument (subsidies, loans, obligation scheme) targeting the most
modest households. However, they suppose administrative resources to navigate
applications, and do not cover all the costs which remain important.

Private rental: investment into private rental schemes (PRS) goes through several
channels, which have seen a restructuring in the past decade. Individual investors
(households) are the most important provider of PRS. Since the 1980s, the state has
used tax instruments to incentivise them to invest into rental housing. Additionally, the
boom in short term rental platforms such as Airbnb has supported this trend. The trend
towards wealth concentration observed for homeownership is thus even greater for
private rental, with 3,5% of households owning 50% of the rental stock, including 40%
of homes located in Paris (André, Arnold and Meslin, 2021). Concomitantly, since the
late 2000s, there has been increasing governmental support to shift the source of
funding to corporate investors, to finance affordable and green housing. While new tax
incentives for intermediate housing, but above all macroeconomic conditions (low
interest rates and inflation, etc.) have led to an increase in institutional investments
since 2015, this remained limited and short-lived however (Guironnet, Bono and
Kireche, 2024). In that context, energy retrofit policy has adopted a more stringent
approach to the rental market: minimum standards for dwellings to be leased has de
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facto created a requirement for landlords owning obsolescent properties to engage in
renovation or to sell*. Given that public subsidies are only available for individual
landlords, this could create a different incentive structure between investors. For
individuals, the availability of public funding may contribute to create opportunities for
multi-owners, as filtered by the uneven geographies of real estate markets (i.e. retrofit
investment targeting high-demand markets where investment can be recouped). As for
corporate investors, this could act as a further deterrence of investment into housing,
even though they have been identified by some policymakers as key actors in reaching
at-scale energy retrofit due to their access to large capital pools.

Social rental: in the case of social housing, energy retrofit policy may compound
ongoing patterns of restructuring. The estate regeneration (rénovation urbaine) policy
has led to a demolition of part of the old social housing stock, which tended to be the
most affordable, and to the displacement of modest households in the name of the
‘social mix’. Meanwhile, social housing providers tend to struggle with maintaining a
high volume of production as they did during the past two decades. Austerity policies
have led to a decrease in public subsidies, as well as rental revenues. This has pushed
them to engage in the so-called diversification of their financing, e.g. sale of their
existing stock, developing non-social schemes (such as intermediate housing — LLI),
or engaging in real estate development partnerships. Against that backdrop, energy
retrofit policy requires them to upgrade the performance of their stock, and provides
dedicated funding (subsidised loans, punctual subsidies based on competitive
allocation). Therefore, it could be hypothesized that the combination of austerity and
retrofit policies may result in trade-offs between environmental and social
objectives: it could either lead to a decrease of production of new social housing in
order to save money to fund renovation, and/or to push the production towards less
affordable types of social housing (upper tier, or LLI).

Turning to densification requires to shift the lens onto different submarkets, based on the type
of spaces, urban forms, and policy instruments:

Urban regeneration projects: there already is evidence that eco-neighbourhoods
projects can contribute to the production of social housing, but that it is tilted towards
the middle-class, and is dependent upon the generation of revenues through the sale
of private housing at a higher cost, with implications for the design of buildings, housing
units and public spaces, as well as unaffordability of the private market (Piganiol, 2021).
On the other hand, such projects can be more redistributive towards lower social
groups through energy retrofit and the construction of new collective infrastructures,
but that it is highly dependent from local political dynamics, including the ability of
grassroot initiatives to mobilize (Béal, 2017). More generally, many urban regeneration

15 Although this regulation has been partially relaxed, see D3.2 for more details.
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projects are based on a transit-oriented (TOD) approach. In the case of the Paris city-
region, the new Grand Paris Express project might lead to gentrification of the inner
suburbs, as new infrastructure might provide landowners, developers, and investors
the opportunity to close the rent gap (Clerval and Wojcik, 2024). This is because both
the central state and many mayors see this project as an opportunity to attract more
affluent residents in historically working-class areas, as well as to the lack of a cohesive
metropolitan governance and active public landownership policy. More generally, given
the pressure on local public budgets linked to austerity, many local authorities leverage
land as a way to extract revenues (Adisson, Halbert and Maisetti, 2023). All in all, higher
costs of brownfield redevelopment and lower public resources (financial, technical)
allowing for landownership and funding of social housing might lead to costlier housing.

e No net artificialisation policy (zéro artificialisation nette, ZAN): notwithstanding
current political efforts to undermine the initial targets and mechanisms of the policy
adopted in 2021 (see section 2 above), possible interactions with local housing systems
seems contrasted. On the one hand, periurban spaces have been a significant lever
for access to homeownership for first-time buyers, especially amongst the lower social
groups who benefited from the zero-interest loan policy (Gobillon, Lambert and Pellet,
2022; but see Bavay, 2015)%. Therefore, to what extent might the ZAN policy slow
down this type of homeownership, characterized by low financial/high environmental
costs? On the other, in the contemporary fiscal and property system, the recycling of
the existing built fabric entails higher costs (e.g. decontamination, title consolidation,
etc.) that might translate to higher housing prices on the private rental market, and the
difficulty in creating social housing. Experimentations in separating land from housing
(démembrement foncier) might open perspectives, but as for now the actual numbers
remain low (see Table FR4 in Appendix).

e Air rights (surélévation): the construction of additional floors on top of existing
buildings has been pushed as a tool for densification, especially in Paris. Its supporters
have argued that it would also contribute to increase the supply of housing, thus leading
to decrease sale prices. However, research shows the opposite: its implementation by
private developers may lead to housing unaffordability, due to the higher administrative
risks translated into higher profit (Bouchet-Blancou, 2025).

16 In 2024, the eligibility of individual housing to zero-interest loans was already suppressed.
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6 APPENDIX

6.1 Methods

This report is primarily based on desk research, compiling data from the academic literature,
grey literature, and press reviews. It is also informed by semi-structured interviews conducted
with key actors solicited for their expertise in housing policy and systems, including on the role

of environmental and energy policies.

providers

Name oft the institution Type Date Lenght (in min)
Fédération des offices publics de | Social
I'habitat (FOPH) housing
. . . . 28/04/202 11
Industry body of public social housing | provider 8/04/2025 0
providers (public)
. . Local
City of Paris oca 28/04/2025 | 80
government
Institut Paris Region (IPR)
Regional planning agency for the Paris | Local agency | 22/05/205 60
region
Coordination gouvernementale du plan
de rénovation énergétique des National
batiments (CIPREB) 22/05/2025 90
- governement
Intergovernmental taskforce for building
retrofit
Agence nationale de I'habitat (ANAH) National
National agency overseeing energy 07/05/2025 80
. : agency
retrofit policy
Ministry for Ecological Transition and
I?Ian’nlng (Direction  générale  de | National 18/06/2025 100
'aménagement, du logement, et de la | government
nature, DGALN)
Banque des Territoires (Caisse des | Einancial
Dépodts et Consignations) institution 19/06/2025 | 60
Main provider of loans to social housing | (public)
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CDC Habitat (Caisse des Dépodts et .
Consignations) Housing
. . . . . provider 30/06/2025 60
Main provider of social and intermediary .
. (public)
housing
Fédération des entreprises sociales de | Social
'habitat (FESH housin
(FESH) . . e 16/07/2025 | 80
Industry body of private social housing | provider
providers (private)
Table FR3 — List of interviewees
6.2 Alternative type of homeownership property
Instrument Date Production Geography
Prét social location- 3Ser70200 Oilftzhoolr,lss até%r;/s Only 14% in tense
accession (PSLA) 2004 . O markets (zone A), 40%
. by social housing | .
~ shared ownership . in less tense (B1)
providers
SCI d'accession
progressive a la 2006 ca. 100, mostly through | Mostly in the Toulouse
propriété (SCI APP) coops area
~ shared ownership
500/year in 2011
. . . acgordmg o '”d“StTy 3,274 units in the Paris
Usufruit locatif social estimates (main . a
2006 . region (lle-de-France)
(ULS) provider: CDC Tonus between 2015-2021
Territoire with 4,400
units as of 2023)
Bail réel immobilier
(BRI) 2014 None
Bail réel solidaire
(BRS) 2016 9,200 units expected in | 15% in the Paris region
~ community land 2024* (lle-de-France)*
trusts

Table FR4 — Experimentations in alternative type of homeownership property

* Qutlook from 2019

Source: Authors, based on Le Rouzic (2019)
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National Report on the Housing System from a
Multi-Level Perspective: Hungary

1 EXECUTIVE SUMMARY

Like other new EU Member States, Hungary dismantled a once strongly decommodified
housing system, which had included a large stock of state-owned rental housing and a finance
system protected from market forces. With widespread privatisation and the decline of state-
led construction and financing, Hungary was left with a residualised rental sector and a heavily
commodified owner-occupied sector. This shift occurred without a well-regulated housing
finance system. Instead, a poorly regulated credit market (notably the foreign currency crisis)
and an ad-hoc, unsustainable subsidy system strained the budget. A long-term housing policy
remains absent.

By 2001, a tenure structure typical of former socialist countries emerged, with 2-3% of
municipal property occupied by the worst-off families. Those without municipal housing turned
to the poorest segments of the private-owned and rented housing market. A strong private
rental sector has not developed due to political and policy barriers. In the owner-occupied
sector, all social groups are represented, except for the lowest income groups.

Between 2000 and 2004, housing policy mobilised public funds to boost mortgage lending and
support municipal rental housing. The two programmes - one commodifying and promoting
market forces, the other decommodifying and reducing market dependence - were fiscally
unsustainable. Mortgage finance soon shifted to foreign currency loans, transferring risk to
borrowers. The rental programme was abandoned, and further privatisation shrank the social
housing stock.

From 2008 to 2015, policies aimed to manage the foreign currency crisis. In contract to other
countries, Hungary placed a heavier burden on both banks and borrowers, prolonging the
crisis. Some support programmes promoted decommodification (e.g., rent subsidies and the
National Asset Management Company), others commodification. The overall goal was to
stabilise housing finance and prevent mass evictions.

Post-2015, housing policy targeted demographic decline through VAT reductions, subsidies,
and the Childbirth Incentive Loan—forms of partial decommodification. Utility cost cuts also
represented universal decommaodification, albeit with regressive effects and fiscal strain.

By 2022, budget cuts led to reduced utility and loan subsidies, signalling a gradual
recommaodification. Despite declining powers and funding since 2010, local governments
remain engaged through small-scale innovative programmes, pressuring the central
government to to revisit their one-sided homeownership oriented housing policy.
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More recently, housing policies must be seen in relation to climate targets, highlighting a
growing green-housing nexus — yet key barriers prevent an inclusive, climate-aligned
transition: utility cost reduction policies distort price signals and disincentivise energy-efficient
renovations; municipalities lack resources and land ownership to shape green development;
and Hungary’s tenure structure—dominated by private homeownership, a fragmented rental
market, and a marginalised public sector—limits access to green investments. Without reform,
the housing system risks reinforcing inequality while failing to meet environmental goals.

2 THE HOUSING DEBATE

2.1 Housing privatisation in Hungary in the 1990s

One of the defining transformations of the post-communist era in Hungary was the privatisation
of housing. The mass sale of state-owned rental properties fundamentally changed the
country's housing policy and urban structure. The process was supported by numerous
arguments, but it also attracted considerable criticism (Daniel, 1996; Székely, 2001; Hegedus
2012).

The main arguments in favour of housing privatisation were that the sale of flats would relieve
the state of the burden of maintenance and upkeep costs, which it was no longer able to bear
effectively in the crisis-hit economy after the collapse of the state-socialist economies of
Eastern-Europe. The low — often well below market value — purchase prices enabled tenants
to become homeowners, which gave people a sense of social stability and security during an
uncertain transitional period (although the sense of security was seriously damaged by lending
after 2000). While privatisation also created serious inequalities, it was impossible to resist the
pressure from tenants and the broader political landscape to privatise. This led to the majority
of the public housing stock being sold by the end of the 1990s, if the tenant requested it
(Central Statistical Office, 2016).

However, the arguments against it pointed out that rapid and cheap privatisation had serious
long-term consequences. The rental housing stock declined dramatically, removing an
important alternative from the housing market, especially for low-income earners. The lack of
social housing remains a serious problem to this day. In addition, many new owners were
unable to maintain or renovate their properties, leading to a deterioration of the building stock.

Furthermore, housing privatisation often reinforced urban social inequalities: better-off tenants
in city centres were able to acquire more valuable properties more easily, while residents of
disadvantaged neighbourhoods were less able to take advantage of this opportunity.

Overall, housing privatisation in Hungary was simultaneously an economic necessity, a social
imperative and a political decision. Although it contributed to the stability of the transition in the
short term, it had serious long-term consequences for housing policy and the urban social
structure.
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2.2 Housing and demography

At the core of the housing and demography debate lie two key questions: can and should
demographic trends be influenced by housing policy? While we cannot say with certainty that
this is possible, the Hungarian government has been actively attempting to influence fertility
through various housing-related measures, especially since 2015. However, several major
issues suggest that such policies might have limited or negligible effects on demographic
trends — the Total Fertility Rate was 1.38 in 2024, the lowest in the last decade (Central
Statistical Office, 2024).

First, the level of financial support provided to families after the birth of a child remains
disproportionately small compared to the actual cost of raising children. As a result, these
incentives are often insufficient to genuinely motivate families to have more children. Second,
many households that shift childbearing earlier due to these programmes are ones that would
have had children anyway. In such cases, policies may affect the timing rather than the overall
number of children. Thus, fertility decisions appear to be influenced more by broader social
and economic factors than by short-term financial incentives.

Beyond this debate, several technical questions complicate the issue. One major area of
concern is the tension between new and existing housing. Hungarian policy—through
instruments such as Family Home Support (CSOK, Hungarian acronym; see Appendix)—has
prioritised newly built housing, creating a structural bias that favours higher-income families.
New construction is more expensive and typically requires access to credit, which many
households lack. This design aligns well with the interests of the construction industry and
indirectly supports the banking sector, which benefits from larger mortgages. However, it leads
to a distributional imbalance, where public subsidies disproportionately benefit those already
well-off, exacerbating existing spatial and wealth inequalities, particularly between urban and
rural areas.

Another central debate involves whether housing-related family support should be universal or
targeted. Programmes like CSOK and the Childbirth Incentive Loan (CIL) have leaned toward
quasi-universal access, with relatively few restrictions based on income or existing housing
wealth. These programmes tend to reward “ideal” family types—married, employed, with
multiple children—thus risking the reinforcement of structural exclusion. This approach can
lead to inefficient use of public funds, increased inequality, and the undermining of
redistribution principles. A more equitable model might involve restricting access to higher-
income groups by setting property size limits or imposing income thresholds, which could
improve cost-effectiveness and reduce market distortions. However, such restrictions could
provoke political backlash or introduce excessive bureaucracy.

A further point of contention is whether state support should be proportional to the number of
children. Hungarian housing policy is overtly pro-natalist, especially favouring families with
three or more children. These families receive the most generous benefits, such as full loan
forgiveness. While this approach aligns with demographic goals, it creates a regressive
incentive structure. Families unable or unwilling to have more children receive significantly less
support. This raises concerns about equity—should policy be designed to provide more

61



gradual and inclusive support, or should it remain focused on maximising demographic impact
by targeting larger families?

An equally pressing issue is the inclusion—or effective exclusion—of low-income households
from these housing programmes. Although initiatives like CSOK and CIL are rhetorically
universal, they are implemented through credit-based mechanisms that often act as
gatekeepers. While Hungary adheres to the EU Mortgage Credit Directive (MCD), which
mandates affordability assessments to protect vulnerable borrowers, in practice, this directive
is applied selectively. Banks enforce strict creditworthiness checks that disproportionately
exclude poorer families, particularly those without formal employment or savings, even when
they meet state eligibility criteria. Simultaneously, the government often relaxes standards for
politically favoured groups or exerts informal pressure on banks to approve loans. The result
is a structurally regressive system, leaving lower-income and marginalised communities—
especially in rural or Roma areas—effectively excluded. As a result, these benefits are
becoming available to a shrinking segment of the population, which undermines their
redistributive potential and leaves housing poverty largely unaddressed (Czirfusz et al., 2023).

Finally, there is the issue of the temporary versus permanent nature of these programmes.
Although CSOK and CIL were introduced as temporary measures—typically planned for 2—3
years—they have been extended, reshaped, and renewed multiple times. For instance, CSOK,
originally launched in 2015, was replaced by CSOK Plus in 2024. This ongoing modification
creates policy uncertainty. The repeated extension of supposedly temporary measures
discourages long-term planning and encourages short-term thinking, often guided more by
electoral considerations than structural needs. It also complicates the evaluation of their long-
term demographic and economic effects.

2.3 Debate on the utility price cap programme

Hungary's utility price cap policy, which has been a key element of the government's economic
and social policy since 2013, has been heavily criticised by policy experts and economic
analysts. Arguments for and against the policy generally fall into three categories: political,
economic and social.

The most common argument by the government in favour of utility price caps is that they
reduce the burden on households: the programme aims to protect households from the effects
of rising global energy prices, thereby ensuring predictable and affordable utility bills. The
government argues that the support helps lower-income households, especially in times of
crisis, such as during the 2022 energy crisis. The government considers it a positive
development that it has forced multinational companies out of public services, which also helps
legitimise nationalist policies. Another common argument in favour of utility subsidies is that
they limit inflation and contribute to the predictability of household budgets.

Most of the arguments against utility price cuts are based on economic rationality and social

justice considerations. According to expert analyses, fixed residential energy prices distort
market signals, do not encourage thrift, and perpetuate wasteful consumption in the long run.

62



As a result, not only are energy efficiency investments neglected, but energy awareness itself
is undermined. Furthermore, itis clear that the system is not targeted, meaning that the support
does not necessarily reach those who really need it. Numerous studies have confirmed that
higher-income households, which consume more energy, benefit proportionally more from the
utility price cuts than low-income groups. The system is, therefore, socially regressive, as the
distribution of state support is unfair.

Another critical issue is the budgetary sustainability of the system. State financing of utility
price cuts places a burden of hundreds of billions of forints on the budget each year, especially
at a time of soaring international energy prices. This burden is significantly higher than what
the government spends on housing subsidies. In addition, public utility providers operating at
regulated prices have become underfunded, leading to deteriorating infrastructure and delayed
investments in many sectors (e.g. water utilities, district heating, waste management),

From a political perspective, the government has successfully used utility price cuts as an
identity-building and campaign tool. International expert forums, such as the European
Commission and the IMF, have repeatedly recommended that the system be transformed into
market-based, targeted support that takes into account the income situation and consumption
patterns of households.

2.4 Rental market failure

As mentioned above, it is up for debate whether the government’s current focus on subsidy
programmes that are promoting owner-occupation with a large demographic focus is an
efficient way to tackle the housing crisis of the younger generations. Critiques argue that these
programmes exclude those who lack the financial resources to be able to build new homes,
even with the support from the government. Moreover, they also exclude an emerging
generation of young people who would prefer not to own their home yet, given the owner-
occupied tenure’s less flexible nature.

The private rental market would be a good alternative for the second group. However, due to
limited access to affordable housing and a deepening housing crisis driven by rising rents
(especially in Budapest), the private rental market in Hungary is also at the centre of a growing
debate. With a minimal and highly residualised social housing stock, many people are forced
into the private rental sector out of necessity. The sector suffers from severe dysfunctions,
including unaffordable and unstable rent levels, a lack of regulation, and insecure tenancy
conditions. Rental agreements are typically liberal and offer little protection, while conflict
resolution through the legal system is slow, expensive, and often ineffective, encouraging the
use of informal, unregistered contracts. These informal arrangements exclude tenants from
essential services like healthcare and social support. Both tenants and landlords face
considerable risks, and a deep mistrust exists between the two. Discrimination is also
widespread, particularly against Roma individuals and families with children. Despite high
demand for housing, a significant number of dwellings remain vacant due to market and policy
failures, further highlighting the need for systemic reform (Kovats, 2017; Hegedus et al., 2016).
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2.5 Lack of social housing

Taking care of the first group would be the task of the social rental market. Since the regime
change, local governments are responsible for providing affordable housing to those who lack
the resources to rent or buy on the market. However, the central government has adopted an
increasingly centralised approach to social service finance. Conflicts between local authorities
and the government have intensified, creating an intergovernmental fiscal policy problem,
where the finances of towns and cities are heavily dependent on discretionary central
government decisions, and local governments are often left without the necessary funding to
fulfil their housing obligations (unfunded mandates).

This is especially problematic, as nearly one-third (31.8%) of households faced housing-
related hardship, based on analysis done on data from the Hungarian Central Statistical Office
in 2015 (Hegedis & Somogyi, 2018). According to the analysis, around 13.4% of households
had less than 60% of the national equivalent average income left after covering housing costs,
17.2% were living in inadequate or substandard housing conditions, and 13.4% were housing
cost-burdened, spending more than 40% of their income on housing.

During the 2018 elections, the opposition-controlled municipalities' manifestos included the
issue of tackling the affordable housing shortage, putting pressure on the government. Despite
this pressure and ongoing criticism, no policy reforms have been implemented so far (Misetics,
2017).

2.6 Regions left behind

Lastly, an important debate around affordable quality housing focuses on a government
programme launched in 2019 with EU financial support, aimed at reducing regional disparities.
The Emerging Settlements (FETE) programme targets the 300 most underdeveloped
settlements in the country, which were selected by eight key indicators: (1) proportion of young
people, (2) birth rate, (3) taxable income per working-age person, (4) rate of long-term
jobseekers, (5) proportion of children receiving regular child protection benefits, (6) proportion
of substandard or inadequate housing, (7) number of registered crimes per 1,000 residents,
(8) proportion of people aged 15+ without completing 8th grade (Németh, 2023). It follows the
proven-to-be-effective presence-based approach, prioritising social work, community
development, primary health care and screening, early childhood support, and affordable
housing (Bdle, 2022). This kind of programme plays a dual role: it aims to improve living
conditions for residents, while also trying to create the circumstances that would allow them to
relocate if they choose to. However, the programme raises several questions — such as the
appropriate tenure model for subsidised housing in these regions (whether to promote owner-
occupied homes or social rental units), to what extent locals should be encouraged to move
out, where those who leave would go, and how municipalities and existing residents in the
target areas will react to incoming newcomers.
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3 HOW THE HOUSING SYSTEM HAS CHANGED

3.1 QI1: Degree of commodification

I.  Whatis the direction of travel of the national / local housing system: are these becoming
more de-commodified (universalist) or re-commodified (residualist) over time?

After the political changes of 1989/1990, the privatisation of housing and the abolition of the
socialist housing finance system led to the emergence of a clearly commodified housing model
with a small (3%) residual social rental housing system by 2000 (see Appendix). At the same
time, programmes aimed at decommodification were launched at various times throughout the
last 35 years, but the budgetary impact of these could not be managed by the government.
The impact of decommadification on inequalities was often regressive, i.e. it benefited higher
income groups.

The social impact of this is that the lowest income groups were forced into municipal housing,
which is of the poorest quality and accounts for 2-3% of the housing stock since 2010 (Misetics,
2017, Hegedls, 2023a). The owner sector, on the contrary, accounts for the majority of
dwellings (85-90% of households) and consists of mixed social groups. A, statistically difficult
to quantify, private rental sector emerged. Its size was estimated by statistics at 4-6%, which
is much lower than we would have expected in Hungary’s market economy environment,
knowing its main structure. Firstly, there is a poor quality housing stock (peripheral areas of
cities, remote villages) occupied by low-income groups unable to pay for urban housing, who
were pushed out of the owner-occupied sector. Secondly, there is also a better-quality urban
private rental housing in this sector which is occupied by students, foreign workers and young
professionals. This structure has not changed significantly since 2010. We know the least
about the private rental sector, but as a result of the ownership-promoting programmes and
regulations that have been in place since the change of regime, its role has always remained
residual, in the sense that those who cannot find a solution in the first two tenures are forced
to rent. However, the consequences of more diverse life strategies are more varied (see Figure
HU1; Hegedus & Horvath, 2018).
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Figure HU1. Share of population in private and public task rentals by income decile (%), 2015 Source:
HCSO, 2016

Numerous housing programmes were launched between 2000 and 2024, some of which are
still ongoing. As explained in Appendix 6.1, we view the transformation of the housing system
as a complex process involving numerous government and municipal programmes, as well as
non-profit organisations, the most successful of which receive significant state support
(primarily church organisations). These programmes can be divided into two types: an
‘enabling markets’ type and a ‘regulating markets’ type. It is sometimes difficult to determine
the direction of a particular programme—whether it leans toward decommodification or
commodification—which is an important issue from the theoretical perspective of this research.
Moreover, it is questionable whether these (de)commaodification tendencies are directly tied to
the tenure structure at all, rather than being specific to the programmes themselves. We argue
that both decommaodification and recommodification can occur regardless of tenure type (see
Appendix 6.1).

One notable example is the housing savings bank system (lakastakarékpénztarak), which
helped households access the housing market through fixed-term savings plans. In return for
saving regularly at below-market interest rates, participants qualified for low-interest loans.
These schemes became popular in Hungary after the 2008 crisis due to their predictability,
though initially they functioned mainly as savings accounts without offering loans. Their surge
in popularity was largely driven by generous state subsidies - 30% of annual savings, much
higher than in other countries - placing a heavy burden on the state budget. The subsidy was
abolished in 2018 (Hegedus, 2018a). However, the benefits primarily went to those who could
afford to save, reinforcing existing social inequalities. An exception was a targeted
refurbishment and infrastructure programme that operated through these banks. Instead of
requiring upfront savings, an intermediary (e.g., a developer) provided the initial investment,
and after four years the state subsidy—equivalent to saved contributions—was transferred in
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the beneficiary's name, alongside access to a subsidised loan. This model reached a broader
population, including lower-income groups without savings.

Another examples is the ‘Social policy benefits’ programme, that supported the construction of
new homes for families with children, and an increase in the benefits in 1994 (which was
motivated by tax policy considerations) had an unexpected housing policy consequence,
whereby contractors built low quality homes primarily for impoverished families with three
children (often Roma) in poorer neighbourhoods, on very poor plots of land, but free of charge.
This is certainly not a market-based intervention, and if it is decommodification, then it does
not have an effect on the rental housing sector, but has instead unintentionally supported the
poor. At the same time, the support was very ineffective, and within five years these dwellings
became unacceptable in terms of quality.

This illustrates how programmes and the interactions they trigger can bring about change in a
housing system. A similar example is the rent subsidy programme for the private housing
sector introduced in 2004, which became unworkable due to mistrust on the part of landlords.
The history of credit subsidies also reflects the struggle between the banking lobby and the
construction industry lobby, which was won by the banking lobby in the early 2000s. Here, the
interpretation of decommodification-commodification does not pose a problem, although
market development has spread to the lower-middle class through foreign currency lending.
Between 2004 and 2008, due to credit competition, social groups that would have had access
to social/affordable credit in a more balanced system also entered the credit system (Pésfai et
al., 2018). Finally, the Utility Cost Cap Programme (2013-2025) is also a decommaodification
programme, which has no specific effect on tenure and has a clear regressive income
distribution effect.

The various programmes affected the situation of individual social groups, but did not address
the fundamental elements of the system: a small municipal rental housing stock, the
dominance of owner-occupied dwellings, the limited importance of credit and a very poorly
functioning private rental market). Restrictions on the private rental sector were lifted, but
comprehensive regulation did not help the sector to develop, and the state-integrated housing
finance system was abolished. Interestingly, the reciprocal sector also lost its influence (see
Appendix 6.1).

II.  Are there structural divergences (tensions) between the direction of travel (universalist
- residualist) of the national housing system, and the local housing system?

The radical transformation of the first decade, especially the rapid privatisation and the
disappearance of state housing finance, was in the interests of both central government and
local authorities. In 1993, parliament essentially passed the right to buy law, after which, even
if local governments wanted to keep their housing, they could not (but politically it was
impossible to resist the pressure to privatise anyway). The Local Government Act assigned
social housing tasks to local authorities but did not allocate any resources to them (unfunded
mandates). In the programmes between 2000 and 2004, local authorities cooperated with the
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central government in the construction of rental housing and the renovation of prefabricated
buildings, but these were partial and temporary decommodification measures.

After 2010, local governments lost many of their functions, and serious centralisation took
place. Before 2010, local governments, or more accurately municipal governments, had
relative financial independence, with assets and tax revenues that could be redistributed by
the central government, but radical change was difficult to implement because local
governments had strong representation in parliament. This ended in 2010 with Fidesz gaining
a two-thirds majority, and urban municipalities were also exposed to the central government's
centralisation efforts. Centralisation was also one of the underlying motivations for the utility
cost reduction programme. Deprived of resources, local governments played a negligible role
in housing policy.

However, after the 2018 elections, opposition local governments came up with programmes to
increase social housing, although they admitted that they had no resources, which left the
central government in a difficult position. They focused on drawing down EU funds, which did
not include housing programmes (unlike other new EU member states). The likely reason for
this is that programmes involving many actors would have slowed down the drawdown of EU
funds. After 2022, the country had less access to EU funds for political reasons, and the budget
faced serious difficulties due to previous spending. Both the utility cost reduction programme
and the mortgage subsidy programme had to be scaled back, which threatened to trigger a
recession. At the same time, local governments are putting serious political pressure on the
government to implement social housing programmes, but the government now has little room
for manoeuvre, as it has so far been unwilling and is now unable to use EU funds.

Hungarian housing policy, similarly to that of other post-socialist New Member States, has
largely failed to address two fundamental principles: a) providing affordable rental for socially
vulnerable groups and b) ensuring that better income groups cannot capitalise on subsidies. It
is justifiable to provide property subsidies for lower-middle income groups and also to parts of
the middle class, but only in a way that does not allow beneficiaries to capitalise on the subsidy
individually. If a family has bought a home with serious public subsidies, and their financial
situation allows them to move to a better, bigger, more valuable home, they should not receive
the subsidy part of the value of the home, because that will allow another needy family to
benefit from it.

Since 2010, housing policy in Hungary has been dominated by helicopter-style cash transfer
programmes, which are not embedded in a long-term institutional framework. These ad hoc
schemes, motivated by demographic and economic growth objectives, construction industry
lobbying, and political propaganda, lack predictability and continuity. Programs are typically
announced for short periods, adjusted in response to political and popular feedback, and often
disappear without leaving lasting institutional structures behind.

This policy approach operates within a fundamentally commodified housing system. While
subsidies may temporarily reduce commaodification by offering financial relief, they do not
establish institutional guarantees for long-term decommodification. The design of these
subsidies has primarily benefitted those who already have the financial means to save or
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invest, thereby reinforcing existing inequalities. Despite the high fiscal cost, their social
targeting remains weak, and they fail to shift the structural dominance of owner-occupation.

Overall, the housing policy changes between 2015-2024 have led to a deepening of the
housing crisis in terms of house prices and rents while the supply remained one of the lowest
in Europe. The subsidised (mostly mortgage) loans granted for having children include a
conditional liability. Firstly, in case a family fails to fulfil the requirement (no children are born),
they have to pay back the loan without the subsidy. Secondly, it promotes childbearing that
entails often unknown costs in the future as conditions might chance. In this respect, the
situation is analogous to that of foreign currency lending, where the borrower assumes the
exchange rate risks. Similarly, in the demography-focused schemes, the state transfers the
risks of not having children as welll as childbearing to families in exchange for short-term
benefits (Hegedis et al., 2025).

Experiences have also shown that in lack of an efficient social housing system and adequate
regulatory safeguards in other fields (such as in the field of tenancy law), the focus on
subsidised mortgage loans has contributed to deepen the housing crisis. The exclusion of
more vulnerable groups, the inclusion of higher income groups, and the increased risks in
some programmes for more vulnerable families have negative implications for the Hungarian
housing situation.

[ll.  What synergies and/ or conflicts exist between the vertical and horizontal governance
levels?

After the change of regime, a new law was enacted, whereby local governments were handed
over to democratically elected leaders. This was a significant step towards decentralisation
compared to the previous system. From the outset, decentralisation faced a number of serious
shortcomings: 1) the central government retained unilateral control over the redistribution of
resources (tax revenues), which only required the support of a parliamentary majority; 2) it was
a highly fragmented system with many very small local governments; 3) a two-tier local
government system was introduced in Budapest, with 23 district municipalities operating
alongside the ‘Budapest’ municipal government.

Local governments were given the assets necessary for public services and the task of
managing those assets, within which the ownership and management of the housing stock
was the most important from the perspective of housing policy. Until 1993, housing
privatisation was optional for local governments, but after 1993, with the introduction of the
right to buy law and support from both the central government and parliament, it became
essentially mandatory to sell flats. However, as it was mentioned before on several occasions,
local authorities were unable to resist privatisation, partly because they did not have the
financial resources to run the sector (rents did not cover operating costs) and partly because
they were unable (or unwilling) to resist pressure from tenants to privatise.

Local governments were not given any additional resources to perform their housing tasks
beyond their housing assets, and consequently, their housing programmes had to be covered
from general revenues. In practice, the municipalities had no housing programmes until 2000.
The central government's housing programmes were also underdeveloped, and the economic
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(transformation) crisis also affected the housing system, which central (homeownership
support) programmes were unable to compensate for.

Between 2000 and 2008, programmes were established in which cooperation developed
between local authorities and the central government. However, apart from a rental housing
programme between 2000 and 2004 (involving approximately 10,000 homes in the sector),
programmes supporting home ownership dominated the housing subsidy system. These
included the so-called panel programme for instance, which supported the refurbishment of
multi-apartment buildings. It is characteristic of this period that between 2000 and 2004 more
homes were privatised than were built through the rental housing programme. Both the rental
housing programme and the panel programme can be considered a joint effort by central and
local governments, and they were successful in those municipalities where local governments
invested their own resources and organisational capacity in the programmes.

Local governments played no role in dealing with the negative effects of the 2008 economic
crisis and resisted taking over apartments whose owners were unable to pay their mortgage
costs. Therefore, the central government had to set up an organisation for this purpose.

After 2010, a process of centralisation began in the local government system (Hegedils &
Péteri, 2015, Kakai, 2021), which further weakened primarily urban local governments (by
withdrawing tasks and public service assets) and reduced the chances of local government
housing programmes. The basic principle of government housing policy was that Hungarian
families wanted to own their own homes, and that support policies should follow this principle,
which explains the dominance of home ownership. Local governments did not receive
subsidies for housing, and the development of private rental housing also stagnated due to
tenure-biased subsidy and tax policy principles. (A change will occur after 2018, but only at
the level of intentions, not actions.)

In the 2018 local elections, opposition municipalities included the need for social housing
programmes in their campaigns, but these were not followed by the development of serious
programmes (due to a lack of support from the central government). Meanwhile, the Asset
Management Agency, set up to deal with the crisis, privatised 90% of its 40,000 housing stock
in 2019. As a result, virtually no change occurred in the tenure structure. After 2002,
privatisation was again a matter for local government decision (the right to buy system was in
place between 1993 and 2002).

The central government's housing programmes between 2015 and 2024 are programmes
supporting homeownership, despite the fact that the housing crisis (rent and house prices
rising faster than income levels) is affecting the younger generation (those aged between 25
and 40), whose tenure preferences have changed. Young people leaving the education system
are postponing their plans to buy a home, and many prefer private rental (social housing is
minimal), even those who could afford to buy a home. Furthermore, a significant proportion of
families, primarily those who cannot rely on intergenerational transfers, are unable to buy a
home if they do not qualify for state-subsidised programmes. This factor becomes politically
significant between 2015 and 2024, and by 2024 the government reconsiders its public rental
subsidy programmes (which have so far been blacklisted at government level). However, no
real programme has been launched yet.
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3.2 Q2: Impact of exogenous macro-trends, policies and crises:
What have been the events that really made a change in each
tenure?

I.  To what extent are processes of de-commodification and re-commaodification in each
housing system driven by, or respond to, the identified exogeneous macro-trends and
crises?

Between 1990 and 2025, six major economic crises shaped the trajectory of the Hungarian
economy and society. While these crises differed in nature and intensity, each had a
discernible impact on the housing system, influencing the ownership structure, the housing
subsidy regime, and the level of commodification within the sector.

The most transformative shift occurred with the regime change in 1990, which entailed not only
political and economic transformation but also a fundamental restructuring of the housing
system. State-owned rental housing was massively privatised, the public housing finance
system was dismantled, and mortgage subsidies were significantly reduced. The collapse of
the previous support system and the rise of market-oriented housing policy reshaped the
functioning of the housing sector. These changes, however, increased the burden on many
families: maintaining and operating the newly acquired homes often exceeded their financial
capacity, and the repayment of so-called discounted loans (with partial debt forgiveness)
resulted in widespread housing loss. A debt management program launched in 2001 was
intended to mitigate some of these consequences, albeit retroactively.

The next crisis emerged around 1994-1995, when the government faced increasing difficulties
in managing public debt and budget deficits. A series of austerity measures followed, most
notably the 1995 stabilisation package known as the Bokros Plan. The reforms included cuts
to housing subsidies and a narrowing of available housing support schemes. However, these
reductions had limited practical consequences, as the prevailing economic uncertainty had
already curbed housing investment by the population.

In the early 2000s, a new chapter opened with the launch of a generous and ambitious housing
subsidy program under the first Orban government around 2000. The program remained
largely unaltered after the Socialist government took office in 2002, despite its long-term fiscal
unsustainability. The combination of rising housing subsidies and expanding welfare
expenditures created mounting budgetary pressure by 2004, prompting another wave of fiscal
adjustment. One of the most significant measures was the scaling back of interest subsidies
for housing loans, which in turn redirected households toward foreign currency-denominated
mortgages. Neither the government nor the central bank intervened to regulate this shift, as
both prioritised short-term economic growth. The resulting financial risks, however, were borne
by households. In parallel, the national rental housing program was discontinued and would
not reappear on the political agenda until 2025, when it resurfaced as a key issue in electoral
competition among political parties.
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The 2008 global financial crisis marked another major turning point, with Hungary particularly
vulnerable due to the widespread reliance on foreign currency loans (Bohle, 2014). As
subsidised forint-based mortgages had been withdrawn and interest rates remained high,
many households had shifted to foreign currency lending, which—amid exchange rate volatility
and income shocks—Iled to severe repayment difficulties, widespread housing loss, and
growing social tensions. Between 2008 and 2015, housing policy became almost entirely
subordinated to the goal of managing the foreign currency mortgage crisis. Housing subsidies
were curtailed, construction activity declined sharply, and structural problems in the housing
sector deepened further. One of the most notable policy responses was the National Asset
Management Agency program, which purchased distressed properties from indebted
households and converted them into rental housing. Although the initiative pointed toward a
new model of social rental housing, the experiment ultimately proved short-lived: by 2022,
approximately 90% of the agency’s housing stock had been re-privatised.

The most recent crisis is linked to the COVID-19 pandemic in 2020 and its aftermath. While
this was a global shock, its effects in Hungary were amplified by the structural weaknesses of
the domestic economic model, including the prioritisation of high-risk, low-return investments
with limited social utility. The crisis prompted new constraints on housing-related programs:
the universal utility cost reduction scheme (rezsicsokkentés) was scaled back, limiting
subsidies to average household consumption levels, and various housing support schemes
were also reduced. The government recently announced a generous first-time homebuyer
program, offering up to HUF 50 million in loans at a fixed 3% interest rate. The state would
cover the difference between the market and subsidised interest rates, but the fiscal
sustainability of the program has already been questioned. Consequently, regulatory
constraints are expected to be introduced even before the program’s official launch, which is
scheduled for September 2025.

3.3 Q3: Capacity to filter crises: how does each housing system
respond to macro-events and crises?

I.  What is the capacity of the local and national housing system to provide affordable
housing?
II.  How have the identified crises and macro-trends affected the capacity of these housing
systems to provide affordable housing?
. What challenges have the state and non-profit sector faced, in the light of recent crises?

The economic crises between 1990 and 2025 radically reshaped the Hungarian housing
system, housing policy, and the position of various social groups within the system. At the
same time, housing institutions exhibit a certain inertia—a path dependency—that limits the
pace and direction of change. As discussed in the previous chapter, the most profound
transformation was triggered by the post-1990 regime change: the privatisation of public
housing, the dismantling of the previous housing finance system, and the gradual
establishment of a market-based policy framework.
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Households responded by taking ownership of their dwellings en masse, but this shift soon
revealed major internal inequalities and new structural tensions. Two key consequences of the
1990 changes shaped the long-term development of the system. First, the question arose as
to how new owners could cope with the responsibilities of ownership—maintaining their
homes, covering utility costs, and making repairs. This posed serious challenges especially for
low-income families who had acquired poorly maintained, substandard dwellings. For these
households, there was no effective housing support policy in place during the 1990s that could
have mitigated their exposure.

The second critical issue involved the restructuring of housing loans. Many households were
unable to repay their subsidised loans in time and were shifted into market-based loan
contracts with extremely high interest rates under the new regulations. This led to widespread
arrears and housing loss, particularly among vulnerable families. In this sense, the 1990
transition not only transformed the institutional structure but also generated significant
hardship at the household level.

The 1994-95 budget crisis, and the stabilisation package known as the Bokros Plan, had a
more limited effect on the housing system. By that time, residential construction had already
slowed, and most households had withdrawn from the housing market, instead trying to adapt
to their new conditions. The share of housing loans in GDP dropped sharply—from 15-20% in
earlier years to just 1-2%—reflecting the collapse of lending activity.

More substantial changes followed the 2004 crisis. At that time, housing construction began to
rise again, the housing market started to take shape, and competition among banks intensified.
Households fell into a form of “rational short-term trap”: due to the reduced subsidy levels,
foreign currency loans offered lower interest rates than state-supported forint loans, which
made them more attractive. Banks actively promoted foreign currency lending, and the
government did not intervene to limit the trend. Meanwhile, public rental housing programs
were phased out entirely.

This undermined a core element of the early-2000s housing policy vision: the creation of a
segmented rental housing system with market-rate, cost-based, and social (municipal)
segments. This concept never materialised in practice. Instead, new construction initiatives
were absorbed into the legacy framework, and inherited practices persisted. Rents remained
far below market levels and insufficient to cover maintenance costs, making the municipal
sector financially unsustainable.

The 2008 crisis was the second most serious structural shock to the system. The issue of
foreign currency mortgages dominated government attention for nearly a decade. Unlike
governments in similar positions—such as those of the Baltic states, where stricter and more
rapid interventions were adopted—Hungary allowed the foreign currency mortgage problem to
linger from 2008—-2009 until approximately 2015. During this period, a variety of policy schemes
were introduced, and the government's approach to housing policy became increasingly
characterised by ad hoc, short-term responses. Policy tools were adjusted based on public
reaction, without any coherent long-term strategy.

Despite this reactive logic, the creation of the National Asset Management Agency (NET)
was an innovative move and hinted at the possibility of a new direction in housing policy.
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However, as discussed earlier, this opportunity was not fully realised: by 2022, around 90% of
the agency’s housing stock had been re-privatised, closing the door on a more sustained rental
housing initiative.

After 2015, the housing market stabilised and entered a period of rapid price and rent
increases. This significantly exacerbated housing affordability problems. By the time the
COVID-19 pandemic emerged in 2020, affordability had become one of the most pressing
social issues in housing. In response, the government began to roll back several of its earlier,
often politically motivated and improvisational support schemes. Among the most significant
cutbacks were the narrowing of the utility cost subsidy program and the reduction of
housing subsidies for families with children.

It is within this context that the most recent government initiative must be interpreted: a new
housing support program offering generous terms for first-time buyers. The proposed plan
would provide loans up to HUF 50 million with a fixed 3% interest rate, with the government
covering the difference between the market and subsidised rates. While the announcement
signals strong political intent, the projected fiscal burden is extremely high. As a result, the
program is expected to be subject to strict eligibility conditions and limited accessibility upon
its launch, currently scheduled for September 2025.

4 CONCERNS REGARDING THE GREEN-HOUSING NEXUS

Green policies in the housing sector (energy retrofitting of residential units, applying nature-
based solutions and implementing densification) can mitigate or generate housing inequalities
depending on the specificities of the national or local housing systems (Koritar & Feldmar,
2023). The three main factors of the green-related housing characteristics can be summarised
as 1) the withdrawal of market incentives due to capped utility prices, 2) marginalisation of the
room of manoeuvre of localities and 3) dominance of private ownership in housing.

Capping the utility prices

The cap on household utility prices in Hungary, applied since 2013, results in the lowest
electricity and gas prices in Europe. This policy is considered a major tool against energy
poverty, while it is a major structural barrier to green development in the housing sector at the
same time. While it lowers utility bills in the short term, it removes the financial incentive for
households to invest in energy-efficient renovations (such as insulation, window upgrades, or
heating modernisation).

Thus, the level of residential energy efficiency interventions is very low, as the investment
cannot be motivated by market-based financial calculations, except the times when public
subsidies appear. Public subsidies were generous in the 2000s, but they concentrated on
multi-family buildings built by industrialised technology. After 2010, subsidy programmes
remained marginal and the focus shifted from multi-family buildings to family houses. While
access to subsidies for multi-family buildings depends less on the financial capacity of the
owners as organisational aspects matter more, for family houses the ability to co-finance is the
crucial issue besides the capability to follow the administrative requirements.

74



Instead of encouraging long-term efficiency, the cap on household utility prices basically traps
households in outdated, inefficient buildings, missing the opportunity for energy transition
through housing renewal, while simultaneously deepening social inequalities. Wealthier
households, who tend to live in larger homes and consume more energy, gain greater absolute
benefits from capped prices, when poorer households receive less benefit as they are the least
likely to access renovation subsidies, leading to a widening gap in housing quality and energy
efficiency.

Marginalisation of the room of manoeuvre of localities

Another major issue is the systemic neglect of public and social housing in both housing policy
and green transition initiatives. The public rental housing in Hungary is an ever-shrinking share
of the total housing stock reaching about 2.4% in 2024. It is home to some of the most
vulnerable populations, including low-income households, the elderly, and marginalised
groups. Despite this, state-funded renovation programs and energy-efficiency incentives
rarely, if ever, include public housing. Most subsidies, such as CSOK, Childbirth Incentive Loan
(CIL), or even retrofitting schemes, are tied to private ownership or demographic conditions
like childbearing. This means public and municipal housing units—often the least energy-
efficient—are left behind, deepening the energy divide. The result is a structural policy failure:
those most in need of improved housing and lower energy bills are systematically excluded
from state-led green investment, reinforcing spatial and class-based inequalities. Without a
targeted and well-funded strategy for public housing retrofitting, Hungary's green transition
risks becoming not only incomplete but socially unjust.

A further constraint on green and inclusive housing development in Hungary lies in the weak
land ownership position of municipalities. Unlike in many Western European countries, where
local governments own significant amounts of own resources (local tax revenue, property, etc.)
urban land and can leverage it for social housing or sustainable development, Hungarian
municipalities possess very limited land assets and authority. This severely reduces their
capacity to initiate or control housing projects—especially in brownfield redevelopment, which
in Hungary is largely driven by private investment with minimal public regulation — resulting in
market-led densification that favours private interests over social or environmental goals.
Compounding the problem, Hungary lacks inclusionary zoning regulations—planning tools
used elsewhere to require developers to include affordable or energy-efficient units in new
projects. In the absence of such mechanisms, new urban development typically excludes
lower-income residents, fails to meet climate targets, and deepens spatial inequality.

Dominance of private ownership in housing

97.6% of the housing stock in Hungary is in private hands, more than 90% of which is owner-
occupied. It means that the energy efficient retrofits have to be initiated, financed and
implemented by private owners, no matter how poor or energy poor they are. There are no
non-profit or public housing organisations that take the administrative and financial burden
from the inhabitants. In addition, the multi-family housing stock, which is dominant in urban
areas, consists of private condominiums and cooperatives (Polgar & Szadeczky, 2017). For
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this stock, the financial problems of their socially mixed residents are coupled with the
organisational difficulties of decision-making (Czifrus et al, 2015). That is why the
implementation of retrofits of any kind has a slower pace and is even more slowed down by
the state of local subsidy programmes, which Hungary has lacked in the last decades. The
situation is further complicated by the fact that Hungary is the only member state not receiving
the funds of the Recovery and Resilience Facility due to Rule of Law violations (Csaky, 2025).

The private rental market, while growing and reaching 8-9% nationwide and 15-20% in
Budapest, remains fragmented, informal, and underregulated. Tenants face insecure tenancy,
weak legal protections, and are entirely excluded from most renovation subsidies The split
incentive between landlords and tenants discourages investment in energy upgrades, and
where renovations do occur, rent prices might skyrocket and renovictions can follow, however
this phenomena is not acknowledged yet in Hungary, most probably due to the relatively
modest rate and dispersed nature of private rental properties. Given Hungary's weak tenant
protections, these scenarios risk amplifying housing insecurity rather than addressing energy
poverty.

While green gentrification—displacement driven by environmental upgrades—is a well-
documented issue in Western European cities with large, flexible rental markets, its visibility is
lower in Hungary. This might be explained by the high rate of homeownership, low mobility
that limits rapid turnover or by the relatively low implementation of greening. However, Hungary
faces a quieter but equally problematic form of green exclusion, as public investments and
retrofitting tend to concentrate in higher-income, owner-occupied areas, while marginalised
communities—especially tenants—are left behind. This reinforces spatial and class-based
green inequalities without triggering the neighbourhood-based conflict seen elsewhere.
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6 APPENDIX

6.1 Analytical frameworks of housing systems —the role of the state
and the market in the classification of housing regimes

1. Our starting point is the static classification of housing systems, which is based on the
combination of the form of ownership of housing (municipal rental housing, private rental
housing, owner-occupied housing) and the integration mechanism (state, market, reciprocity
— and solutions outside the formal housing system) (Hegedus, 2018b). This is illustrated in the
following table:

Forms of tenure
Public rental | Private rental | Owner-occupied
housing housing housing
WA Council | ,B”: Social rental | ,C”: Singapore model,
State/social housing, rental | housing agency, | Land Trust,
integration cooperatives significant housing | Spanish/Portuguese
subsidy models subsidized private
ownership
Integrative LD Social | ,E”: Typical private | ,F”: Typical private
mechanism | Mmarket landlords enter the | rentals, the owners | ownership
integration market are private
(Netherlands, UK, | individuals or
Hungary) institutional
landlords
Reciprocative ,G”: Sub-tenants | ,H”:  Favor-based | ,I”: Housing provided
(family and | move into social | rentals, special |as a favor (e.g.
friends) rental housing | financial between relatives)
based on favor agreements
Exclusion, “J”: Homeless | “K”: lllegally | “L” Sub-standard
marginalization | services occupied housing housing, slums

Table HU1. Analytical framework for the comparative study of housing regimes and illustrative
international examples (housing sector matrix) Source: Hegedus, 2018b, Hegedus, 2020

The theoretical significance of these types is that they show that state integration mechanisms
exist not only in the public rental sector, but also in owner-occupied and private rental sectors.
Interventions typically take the form of subsidies or legal restrictions, which are identical to
decommadification, but the distribution of benefits of state intervention depends on the
structure of the specific programmes and the interactions between participants

2. The main question is how this approach can be adapted to modern theories, such as welfare
regime theories, approaches examining commodification—decommodification (market
dependence—independence), financialisation theories. According to our approach, progress
can be achieved if we can understand the internal dynamics of individual cells and the
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movements between cells. However, this can only be reached through the analysis of specific
housing solutions — e.g. housing programs with its interactions between individual and
organisational actors.

The theoretical approach of the Rehousing project is based on the analysis of the relationship
between decommoadification (reducing market dependence), tenure structure and social
inequality. Decommodification is the consequence of state intervention, that allows the housing
of certain social groups of society (or for everybody) to be independent of certain market
mechanisms within the housing system. Our analysis showed that decommaodification does
not necessarily strengthen the public rental sector (i.e. it can also be achieved through other
forms of tenure), and decommaodification does not necessarily reduce social inequalities.

Another important conclusion is that the processes taking place in the housing system are
difficult to separate from socio-economic processes. Embeddedness means that processes
within the housing system are not autonomous but are embedded in social, political, and
institutional contexts. Housing policy programmes cannot be separated from other related
economic, social or political aspirations. Indeed, as we have pointed out in this study, housing
policy decisions are often subordinated to other social policy objectives.

3. The state housing policy programs (after 1980s) are fundamentally organised along two
logics — they represent two different housing policy paradigms, that are summarised in the
following table.

4. Our conclusion is that housing policy programmes (even if they are closely linked to other
areas of public policy) need to be interpreted, with housing policy matrix and underlying policy
paradigm.

“Enabling markets” approach

“Regulating Market to make hausing for all

The challenge

State failures: overregulation,
inefficient public solutions

Market failures: volatile housing market,
vacant homes and homelessness

Economic and
social structure

Stable social structure with a small
fraction of low-income people

A fluid income structure with a broad middle
class (precariat) in volatile position besides
the very poor

Housing policy | Housing is an economic good; | Housing is a human right;

priorities policy must ensure efficient market, | policy must support regulations (housing
reduce regulations, separate social | finance, rent control, environmental
programmes from the market framework) to integrate market and public

solutions (PPP, etc.)

Weak/critical Market failures: perverse incentives, | Regulations undermine markets; no viable

elements weak institutional background (rule of | financial/leconomic incentivization, conflicts
law, etc.) between different income groups

Representative World Bank, EU (partly), IMF UN-Habitat, Housing Europe, EU (partly),

Institutions Feantsa, OECD

Table HU2.Two defining housing policy paradigms Source: Hegedis, 2023b
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This approach affects two rows of the matrix in the first table. The function of state intervention
can be construction of the market, correction of market failures, or coordination of market
participants’ behaviour. This reflects the logic of the Enabling Market concept developed by
the World Bank. In this sense, such interventions marketise (commodify) housing.

At the same time, state intervention can also aim to deactivate market relations and exempt
social groups from the negative (or even positive) effects of the market through subsidies and
regulations.

Consequently, in our approach, those housing policy programmes are in the centre that are
related to those cells primarily in the first two rows of the matrix. These programmes describe
the relationships and mechanisms that develop there and analyse the forces (processes) that
determine the movements between the cells.

This approach is based on the principle of path dependence, since the cells are never “empty”:
the programmes are always built on previous institutional solutions, also modifying, or
reinterpreting them. Solutions that do not have some kind of historical predecessor are rare.

When analysing the cells of the third row, we emphasise the relations between social groups
and the socio-economic embeddedness of individual life paths. In this case, the influence of
state and market actors plays a secondary, subordinate role and the processes taking place
here cannot be interpreted within the commodification—-decommodification framework.
Reciprocative solutions, such as kalakak, were especially widespread during Hungary’'s
socialist era, which can be explained by the lack of banks and free enterprises. However, with
the emergence of a commodified housing model after the regime change, the significance of
reciprocal processes diminished.

In the cells of the fourth row, the state already has a role, and the degree of decommaodification
can also be interpreted, although the processes are not only influenced by state intervention,
but also by market and reciprocal mechanisms.

6.2 Utility price cap

Utility price cap were introduced by the government in 2013, covering residential electricity,
natural gas and district heating, followed in 2014 by water and sewage services, residential
waste management and chimney sweeping services.This meant a 10% reduction in service
charges by decree. In some sectors, it introduced uniform prices (e.g. electricity and natural
gas), but in other areas (such as district heating and water supply), price differences between
individual service providers remained. (Between 2015 and 2021, prices remained virtually
unchanged, while global energy prices fell.)

Utility price cuts played an important role and continue to play an important role in the
government's political campaign, but they played at least as important a role in the
centralisation of public services [and the exclusion of foreign service providers. Due to price
freezes, services became loss-making, causing foreign owners to sell their interests and
domestic service providers to rely on various state transfers. Budget expenditures are very
difficult to estimate because they appear under several headings in the budget, such as price
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compensation, task financing, investment support and capital increases, and investment.
Utitlity subsidies are a form of budget redistribution, largely financed by the state in an
undeclared manner (Weiner & Szép, 2022). Between 2013 and 2021, the amount of subsidies
is estimated at HUF 2,000 billion. In 2022, a new system was introduced for electricity and gas
services. From 1 August 2022, a consumption cap was introduced for electricity and natural
gas services, with consumption above this cap subject to market prices. As a result, not all
households will receive utility subsidies up to the average consumption level. In the case of
electricity consumption, the market price is twice the subsidised price and affects 25% of
consumers (1.4 million households). In the case of natural gas, the market price is seven times
the subsidised price and also affects 25% of consumers (9,000,000 households). In 2022, the
Utility Protection Fund used HUF 1,400 million in subsidies, in 2023 HUF 3,630 million, and in
2024 approximately HUF 1,000 million. (Szép & Kashour, 2024) Analyses have shown that
low-income households are more sensitive to energy price changes (high price elasticity),
while the actual financial benefits were greater for higher-income households with higher
consumption. Consequently, it was not the socially disadvantaged but the relatively better-off
who benefited most from state support.

Utility price gap programs are embedded within broader political and institutional dynamics,
including electoral strategies, processes of centralisation, and the exclusion of foreign service
providers from the sector. While these measures are often justified as a means of reducing the
cost burden on households, they also illustrate the complex consequences of
decommodification, particularly its potential to reinforce social inequalities and undermine
collective incentives for energy efficiency.

6.3 Family Home Support (CSOK)

“The CSOK housing support scheme!’, which was introduced in 2015 and ceased at the end
of 2023, provided non-reimbursable support to families with children, and in addition offered a
subsidised loan structure. A very strong motivating factor behind the scheme was to increase
the number of children born, improve the fertility rate (which was 1.88 in 1991 and decreased
to 1.44 by 2014)*® and encourage housing construction and investment.

These two aspects dominated the internal structure of the scheme. Thus, if a family had more
children, it received progressively more subsidies, and if it built a new dwelling, it received 4-5
times more than a family buying an existing dwelling.

17.17/2016 (Il. 10) Korm. Rendelet a hasznalt lakas vasarlasahoz, bévitéséhez igényelhetd csaladi
otthonteremtési kedvezményrél = Government Decree 17/2016 (1. 10) on the family housing allowance
for the purchase or extension of a second-hand dwelling.

18See https://www.ksh.hu/stadat files/nep/hu/nep0001.html.

83


https://www.ksh.hu/stadat_files/nep/hu/nep0001.html

The conditions of the subsidy changed over the years, removing income limits and restrictions
on the size of the dwelling. The social targeting of the subsidy changed as well, as house
prices rose rapidly, so that the subsidy increasingly favoured higher income families, while
reduced the opportunities for middle-income groups, which meant a social risk. Families with
arrears and applicants who could not prove a sufficient length of employment were excluded
from this subsidy” (HegedUs et al., 2025, pp. 210).

Between 2016 and 2023, 251,000 families received CSOK subsidies, which was 22% of all
transactions, with a total subsidy expenditure of HUF 609 billion, generating an additional HUF
1,342 billion in subsidised loans.’® Thus, the CSOK scheme effectively contributed to the
growth of outstanding loans but implied an increase in social risk by excluding significant
groups from the housing support.
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6.4 VAT Reduction

The VAT reduction was introduced by the government in 2016 (amendment to Act CXXVII of
2007), under which builders of newly constructed residential buildings under 300 m2 and newly
constructed condominium units under 150 mz2 are eligible for a reduced tax refund of up to HUF
5 million instead of 27%. The measure was temporary in nature — it was planned to last until
2018 — and its aim was to boost housing construction, which was at an all-time low. The VAT

19 Financial Stability Report 2024 May (issued by HNB in 2024 May) 32, chart Available
at:, https://www.mnb.hu/letoltes/financial-stability-report-may-2024-en.pdf,

20 Housing loans of Household in 2023 (Online publication of the Central Statistical Office) Available at:
https://lwww.ksh.hu/s/kiadvanyok/lakossagi-lakashitelezes-2023/index.html
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reduction can typically be considered a form of support for the middle class, as it is primarily
families in a better financial position who build or buy new homes. Furthermore, the fact that
the reduction only lasted for a few years meant that developers and families brought forward
their investments, which inevitably led to higher prices for materials and labour and capacity
shortages. The subsidy can be claimed until 31 December 2023 for properties that had a
building permit by 1 November 2018. This also means that prices for new homes will rise after
that date.

The following factors should be taken into account when assessing the subsidy:

1. The VAT reduction did not reduce the prices of new homes because supply (primarily labour)
was unable to respond flexibly to increased demand.

2. Among those who acquired a home between 2005 and 2015, the average household income
of families benefiting from the VAT reduction was 20% higher, the value of their homes was
on average twice as high, and those with higher education were nearly twice (1.87) as likely to
benefit from the subsidy (i.e. build or buy a new home) as the sample as a whole (KSH, 2016).

3. According to the MNB Housing Market Report (2019)][, ‘After the reduction in VAT, the price
of new homes fell by 9% compared to the price of used homes, meaning that 60% of the tax
reduction did not benefit consumers.’

6.5 Childbirth Incentive Loan (CIL)

“A Childbirth Incentive Loan, not technically a home loan, can be used by families for anything,
but surveys have shown that in 80 % of cases it is used to buy a home or replace existing
loans. The childbirth incentive loan (CIL) has been made available to young couples since July
2019. The scheme was originally planned to be phased out by July 2022, but the deadline has
been removed and it has become a long-term subsidised loan scheme.

A loan of HUF 10 million is made available to married couples, the debt for which is cancelled
fully upon the birth of their third child. The wife has to be maximum 40 years of age, and at
least one of the married parties has to have paid social security contribution (i.e. held a legal
job) for at least 3 years, of which at least for 180 days in Hungary. Public employment is also
accepted up to 1 year out of the necessary 3. At the beginning of 2024, the maximum loan
amount was increased to HUF 11 million, but the maximum age of the wife at the time the loan
is granted was reduced to 30 years.

The first child is expected to be born —or adopted— within five years; if this happens, the loan
is interest free (except for a 0.5 percent ‘guarantee fee’), and repayment is halted for three
years. Upon arrival of the second child, another three-year halt is granted; and the loan is
written off entirely upon the birth or adoption of the third child. If the couple is divorced or does
not have children, they must repay their debt within 120 days with interest; but exemption is
granted if they provide a medical certificate of their inability to have children. Most of the
families belong the category of ‘privileged costumers’ of the banks (that is, high income,
educated costumers).
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At the end of 2023, the amount of the outstanding CIL was HUF 2,061 billion?! and more than
235,000 couple took out the loan?2. In the first two years, the stock rapidly increased but its
growth has slowed down since the beginning of 2022.

In assessing the impact of the scheme, there is already a significant risk of default if children
are not born within the specified period. The group most at risk are families who took out the
loan between 2019 and 2021, as in their case the birth of the first child is already due or will
be due soon. In their case, the government has extended the deadline for the birth of the first
child from 5 to 7 years. In addition, more than 1,000 families were already in arrears with their
loan payments because of the high inflation period in 2022 and 202322 “(Hegeds et al., 2025,
pp. 211).

6.6 Village CSOK

“The ‘Village CSOK™* scheme was introduced in 2019 and was scheduled to run until June
2022, but has since been extended. Around 85 percent, roughly 3,150 municipalities in
Hungary are small rural communities, although only around a third of the country's population
lives in these municipalities. The regulation allows for the inclusion of 2,486 small settlements
in the Village CSOK scheme, specifically those with a declining population of less than 5,000.

The programme is specifically designed for the purchase and renovation, modernisation and
extension of dwellings on remote farms, estates or small settlements, to encourage the
preservation and modernisation of rural areas. However, with the abolition of the CSOK
scheme, significant were made in the Village CSOK scheme: the amount of the subsidies was
increased and the purpose of the use of the subsidy was expanded in 2024. Currently, a
maximum amount of HUF 15 million (approximately EUR 37,500) grant subsidy is available for
constructing new single houses or for purchasing and renovating existing dwellings where
parents have or plan to have 3 or more children. The lowest amount (HUF 600,000, i.e.
approximately EUR 1,500) is available for one child if only renovation of an existing dwelling
is involved; differentiation is made according to the type of transaction and the number of
dependent or planned children, and one of the married partners must be under 40 years of

2t HNB, Trends in Lending, 2024 May, Chart 10. Available at:
https://www.mnb.hu/en/publications/reports/trends-in-lending/trends-in-lending-may-2024

22 Egyre tbbb csalad bajban a babavaro hitelesek kozil. (More and more families in trouble among
baby loan borrowers). Article of Bankmonitor, 10.07.2024. Available at:
https://bankmonitor.hu/mediatar/cikk/babavaro-hitel-hogyan-hat-a-most-bejelentett-valtozas-azokra-
akik-felvettek/

23 |bid.

24 302/2023. (VII. 11) Korm. Rendelet a kistelepiiléseken nyujthatoé otthonteremtési tamogatasokrol =
302/2023.(VII. 11) Government Decree on housing allowance grants in small settlements

86


https://www.mnb.hu/en/publications/reports/trends-in-lending/trends-in-lending-may-2024
https://bankmonitor.hu/mediatar/cikk/babavaro-hitel-hogyan-hat-a-most-bejelentett-valtozas-azokra-akik-felvettek/
https://bankmonitor.hu/mediatar/cikk/babavaro-hitel-hogyan-hat-a-most-bejelentett-valtozas-azokra-akik-felvettek/

age. Conditions also include the square meter footage, which depends on both the number of
children and the intended purpose of the loan (purchase, building etc.). The claimant must
have at least two years of social security entitlement and must not have a criminal record nor
public debts.

As seenin Table 3, the rate of Village CSOK has drastically changed over the years. (Hegedus
et al., 2025, pp. 212)”

Purchasing of | Purchasing of Building of

Village Home used new new Share of

CSOK (in extension apartment (in | apartment (in | apartment(in Village

bn HUF) | (in bn HUF) bn HUF) bn HUF) bn HUF) CSOK (%)
2016 0 23,2 10,6 31,9 65,7
2017 0 25,1 23,2 38,2 86,5
2018 0 27 25 31,5 83,5
2019 22,2 20,5 27,4 32,3 102,4 22%
2020 61,5 20,7 18,6 20,5 121,3 51%
2021 57,6 27,1 20 22,1 126,8 45%
2022 49,9 20,3 21,6 20,5 112,3 44%
2023 27,1 15,5 8,8 7,9 59,3 46%
Total 218,3 179,4 155,2 204,9 757,8 29%

Table HU3 Composition of the total CSOK subsidies between 2016 and 2023
Source: Palké, 2024%

6.7 CSOK PLUS

“A new subsidy has replaced the CSOK, named by CSOK Plus?®. Young families have access
to soft loans with a maximum interest rate of 3 %. Upon the birth of the second child (and for
each subsequent child), HUF 10 million of the outstanding loan debt will be waived (so only
children born during the term count). Families have to meet the following additional eligibility
criteria: minimum 10 % down payment, it should be their first flat, and one of the members of
the couple has to have two years social insurance contract. The maximum amount of
subsidised credit depends on the number of children: The maximum amount is HUF 15 million
for one child; the maximum amount for two children is HUF 30 million. For three or more

25Avalaible at: https://www.portfolio.hu/bank/20240626/bejelentest-tett-a-kormany-a-csok-pluszrol-es-
a-falusi-csok-rol-694863

26 Kormany rendelete a csalddok otthonteremtését tamogaté kedvezményes CSOK Plusz
hitelprogramrél 2023.11.23. Government decree on the CSOK Plus loan programme to support families
in creating a home 2023.11.23
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children, the maximum amount is HUF 50 million. The value of the property must not exceed
HUF 150 million. In the case of couples’ first home, the purchase price and construction costs
must not exceed HUF 80 million. Families must promise to have another or a first child in order
to benefit from this support. Only married couples can apply for this benefit. The other criteria,
such as the age of the wife, the existence of social security and the exclusion of couples with
criminal record and public debt are same as in the case of Village CSOK.

In the first five months of its existence, banks received 6,000 applications for the CSOK Plus,
which was launched on 1 January 2024, for the amount of HUF 160 billion, with couples
applying for a loan with an average amount of HUF 26 million. The preferential loan programme
is therefore on track to meet the expectations of 12,000 contracts and over HUF 300 billion in
applications for the whole year. As it is a loan, it must also comply with the bank's assessment
rules” (Hegedus et al., 2025, pp. 214).

6.8 Other New regulation of housing loan interest rate and small
public rental programs

“On the 21th of October 2024, the Hungarian Government issued the New Economic Policy
Action Plan (21 steps). Five of the 21 steps have an effect on the mortgage market. The most
important is that the Ministry of National Economy asks banks to introduce a new voluntary
APR cap. Under the plans, the total interest rate of a residential mortgage loan should not
exceed 5%. The 5% APR ceiling is accompanied by an interest rate of around 4.7% (the
remaining 0.3% is made up of other costs). 2’ If the banks will accept that “suggestion” the
available loan amount would increase by 14.8 percent. There is a debate among experts as
to which of the banks will take the 5% maximum APR and how the vestiges of this will
be compensated. Itis likely to lead to arise in house prices, depending on the consumer
group for which preferential rates are made available. Furthermore, it is expected that the
banks will marginalise lower income groups, for whom the risk of default is higher, and this will
further reinforce the property subsidy effect of marginalising lower income groups. The
government plans to allow employee benefits (the amount transferred to the employee’s SZEP
card?®) and amount accumulated in a self-managed pension fund to be used for housing”
(Hegedus et al., 2025, pp. 214).

27 See https://bankmonitor.hu/mediatar/cikk/hogyan-hathat-az-ingatlanpiacra-az-5-os-onkentes-thm-
plafon/

28 The SZEP kartya (or SZEP card) is similar to debit cards in appearance and in functioning. It is one
of the forms of fringe benefits provided by employers. The amount on the SZEP Card can
be spent primarily for accommodation and related services in Hungary.
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6.9 Green Loans

“Because of the importance to increase green modernisation of the housing stock, the HNB
considers changing the rules on the green loans from early 2025. The proposal is to increase
the LTV to 90 % and oblige banks to lower the interest rate of green loans by 0.5%. The
justification is the following. A green lending turnaround is needed, as the housing stock is not
in a good shape: its heating energy consumption is high and decreasing only very slowly, with
the total energy consumption per dwelling being the 6th highest in the EU and 30% above the
EU average. Lending can play a key role in the green turnaround, but green home loans are
in their infancy in Hungary, with no price differentiation between green and non-green loans.
Green loans are currently concentrated in the upper income brackets, attracting a more
conscious clientele, but requiring more equity and a more strained income burden” (Hegedus
et al., 2025, pp. 215).

6.10 Stop the support for Housing Saving Banks

“The government paid a premium of 30 % of the money saved for housing purposes up to HUF
72,000 /year at the eligible financial institutions. The condominiums and housing cooperatives
could also take part in the scheme. After four years' saving, the households (and
condominiums/coops) were eligible for low interest rate loans.

The savings had to be used for housing purposes (but after eight years' savings it was not a
requirement). One family was allowed to have more than one contract (spouse, children etc.).
In 2018, the number of housing savings contracts was estimated at 1.3-1.5 million, while
household surveys showed that only 6-7% of households have a housing savings fund
contract. It was also estimated that most of the contracts belonged to the middle-class, while
households belonging to lower and upper income groups were underrepresented in the LTP
scheme. However, the government had abolished the state premium in 2018” (Hegedus et al.,
2025, pp. 215). The programme was discontinued not for housing policy reasons, but to
improve the budgetary position (Hegedis, 2018a).

6.11Tables

1935 1970 1980 1990 2001 2011 2021
Owner Occupied 75.0% | 66.5% | 71.5% 72.3% 90.0% 88.0% 86,8%
Municipal housing 2% 33.3% 28.3% 19.0% 3.7% 2.7% 4,4%
Corporate housing 2% -- -- 3.7% 1.0% 1.0% -
Private rental and other 26% 0.3% 0.2% 5.0% 5.3% 8.3% 6,8%
Total 100% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% 100%

Table HU4 Tenure structure (Source: Central Statistical Office)
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Average Rents in Market rents )
Ratio of
Real house municipal (50 m2 .
municip
house price housing housing unit) al rent
price (million (HUF/month) HUF/month to
(1990= | HUF) at foraunit 50 m2 | (at 2022 market | Rent to
100) 2022 price | (at 2022 HUF) HUF) rent value ratio
1990 - 2000 57 11 11 619 107 207 11% 12%
2001-2008 75 17 13 908 72961 19% 5%
2009-2015 58 15 20 748 61 342 34% 5%
2016 and after 101 23 23143 109 049 23% 6%
Table HU5 Trend of house prices and rents in the different periods (Hegedus et al., 2025)
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National Report on the Housing System from a
Multi-Level Perspective: Italy

1 EXECUTIVE SUMMARY

This national report explores the Italian housing system from a multi-level perspective, within
the framework of the ReHousln project, it highlights the features of ltaly’s relatively
commodified and homeownership-oriented housing model, marked by a progressive
marginalization of the rental and public housing (ERP) sectors. Housing policy in Italy remains
fragmented, marked by weak national coordination and considerable regional and local
disparities. Despite the high eviction rate and over-representation of poverty among tenants
are high, public discourse and policymaking continue to be dominated by a strong bias towards
homeownership, which is highly majoritarian in the tenure structure.

The report highlights a growing residualization and commodification of the rental housing
sector. Public housing (ERP) increasingly functions as a safety net for the most vulnerable,
while intermediate social housing (ERS) is largely shaped by market logic and

financial capital, and small in number. Despite rhetorical shifts, actual public investment in de-
commodified rental housing remains scarce, and land policies that could enable the production
of affordable housing have been increasingly used to leverage private for-profit investment.
The private rental market was deregulated in the 1990s and has since then undergone
significant commodification — recently accelerated by the dynamics of touristification.

Within the Italian housing system, recent crises—the 2008 financial crash and the COVID-19
pandemic—have reinforced existing inequalities. Retrofitting programs have benefited more
middle-class and upper-class homeowners, with only marginal resources allocated to public
housing (ERP) and no program for private rental units, thereby further widening socio-spatial
divides. Milan stands out for its experimentation with public-private partnerships and
inclusionary zoning, but these initiatives remain limited in scope and embedded within a
market-oriented framework.

The report also highlights the significant challenges and tensions in Italy’s multi-level housing
governance. While some local innovations have emerged and there was some interest in
increasing the social rental supply in the 2000s, structural constraints—such as fragmented
responsibilities, insufficient funding, and diverging political agendas—continue to hinder any
move toward systemic change. Without a coherent housing strategy (especially at the national
level), redistributive fiscal policies, and stronger support for public and non-profit actors, green
transition policies — as mediated by ltaly’s housing system — risk exacerbating inequalities
rather than mitigating them.
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2 THE HOUSING DEBATE

Until the late 1960s, housing was a key issue in political debate, emphasized not only by trade
unions and social movements but also by political parties and citizens. However, it gradually
faded from the public discourse in the following decades, due to the fact that the dominance
of homeownership, led to a process of de-politicization of housing (Tulumello & Caruso, 2021).
In this context, media often favoured the perspectives of owner-occupiers and landlords,
neglecting issues of access to housing (and especially to rental housing). Despite the complex
history of housing conflicts and mobilisations, the current state of the housing debate is
marginalised at the central government level, unlike recent trajectories in other Mediterranean
countries, where housing has recently become a prominent public and political concern
(Tulumello, 2023).

Currently, the housing debate is predominantly framed as a discussion concerning the
impoverished middle-class - a highly heterogeneous social group for whom private residential
property represents the primary source of wealth. Already in the 1970s and with reference to
the discussions around land and planning system reforms, critics highlighted the existence of
a “pro-building bloc” — a highly differentiated political alliance comprising small homeowners,
medium to large landlords and major real estate company owners (Parlato, 1972). The
prevailing ideology surrounding the housing question is rooted in the valorization of
homeownership, which is regarded as a fundamental societal value (Gaeta & Cucca, 2018).
This societal norm has led to associate rental tenure with economic vulnerability (Wolfgring &
Peverini, 2024). In 2024, 18.4% of the Italian resident population accessed housing through
rent, and 38.1% of the poorest quintile were concentrated in this tenure type (ISTAT, 2025).
The rental market and tenant conditions in Italy remain under-discussed, the majority of
structural interventions are in support of ownership (Poggio & Boreiko, 2017; Baglieri, Belotti,
Peverini, 2024). This lack of public and political attention prevents a broader debate on tenancy
law and evictions, even though Italy has seen a significant rise in evictions driven by rent
arrears since the 1990s, reflecting growing housing unaffordability (Esposito, 2024). This is
particularly concerning given that Italy has the highest eviction rate in Europe (OECD, 2021).
Esposito (2024) argues that the issue is under-researched and overshadowed by prevailing
emphasis on homeownership, while public policies are challenged by scarce funding and
effectiveness in preventing evictions.

While data are highly fragmented and overall knowledge about housing is limited, the lack of
political awareness on the matter is reflected in the absence of a coherent and centralised
national housing policy. One telling indicator is that in Italy, the responsibility for housing lies
with the Ministry of Infrastructure and Transport (Ministero delle Infrastrutture e dei Trasporti,
often abbreviated as MIT), marking an emphasis on the building dimension and a distance
from acknowledging housing as a social infrastructure.

However, the housing debate has recently begun to acknowledge the increasing diversification
of housing conditions and the emergence of a “housing crisis”, also driven by an increasing
(albeit still relatively modest compared to other European countries) popular mobilization on
housing issues. In May 2023 university students initiated a peaceful protest by setting up an
encampment in the main square in front of the Politecnico di Milano, the leading technical
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University of the country. The protest, supported by student associations, was organised to
draw attention to the rising, unaffordable housing costs faced by students in Milan but rapidly
spread across lItaly attracting relevant institutional and media attention. The student protest
signalled the re-emergence of housing as a key social and political issue in Italy. At the core
of the current housing debate are issues such as affordability, the effects of touristification on
housing and neighbourhoods, the impact of financialization, evictions, the effectiveness of
green policies, the efficacy of the tenancy law, and activism for the right to housing (among
others see Bricocoli, Peverini, 2024; Belotti, Arbaci, 2021; Celata, Romano, 2020; Filandri,
2020; Dagnes, Salento, 2022; Esposito, 2024; and Celata, Brollo, 2023; Portelli, Porcaro,
2024; Cristiano, et al., 2023).

Public housing. Between the 1970s and the 1990s, homeownership was heavily promoted,
while renting was increasingly marginalized — often perceived as suitable for students or as a
temporary arrangement for “young” workers transitioning to homeownership. As a result, public
housing (ERP) increasingly became the main housing option for low-income families
(Padovani, 1991). A major turning point was the abolition of the Gescal fund in the 1990s.
Gescal (an acronym for Gestione Case per i Lavoratori, or Housing Management for Workers)
was a fund dedicated to the construction and allocation of public housing (ERP) for workers. It
was introduced in 1963 and discontinued in 1990. The core principle behind Gescal was to
build housing for workers using contributions from the workers themselves, from employers,
and partially from government funding. In the past three decades, the residualization of the
Italian housing system combined with the dismantling of land policies and funding for public
housing, as well as the introduction of right-to-buy and sale policies increasingly transformed
public housing (ERP) into a concentration of social vulnerability. This has produced an
unfeasible business maodel for providers, as public housing (ERP) is de-facto a welfare policy
without funding. This has led to stigmatization and extensive media attention, making public
housing (ERP) neighbourhoods the target of security and policing policies (and sometimes of
urban renewal and rehabilitation projects).

Affordability. While the decay of public housing (ERP) and neighbourhoods has long
dominated the academic and critical debate, the issue of housing (un)affordability received
less attention outside of the real estate discourse (Peverini, 2023). Even the term “affordability”
was only recently introduced into Italian as “abbordabilitd” by OCA - the Observatory on
Housing Affordability (Bricocoli & Peverini, 2024). Affordability is becoming increasingly
problematic, affecting not only low-income groups and extending beyond most dynamic real
estate markets even in the wealthiest regions of the country (Filandri et al., 2020). In central
urban areas, the consistent rise in property prices and rental costs has a profound impact on
middle-income households, especially against a backdrop of income stagnation and in-work-
poverty that is unmatched in other European cities (Filandri, 2022; Colombarolli, 2024). This
is pushing segments of the lower middle-class into conditions of housing precarity and forces
many households to relocate in peripheral areas (Bricocoli, Peverini & Caresana, 2025).

Over a relatively brief period, both the media and political discourse have begun to address
the issue of housing affordability, acknowledging the inextricable relation between housing
costs and income or wages, while in the past the discourse on rising housing costs was seen
in terms of advantages for homeowners but disregarded in terms of its social impact. For
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instance, the local real estate market of Milan was commonly compared with other dynamic
markets across Europe, without consideration of the fact that incomes in Italy are much lower
and growing at a slower pace than elsewhere. Indeed, in Milan - the capital of Italy's labour
market - the discrepancy between housing prices and rents, on the one hand, and salaries, on
the other, continues to widen, meaning that having a job no longer guarantees access to
housing (Bricocoli, Peverini & Caresana, 2025; Filandri, 2022).

Touristification. Touristification has rapidly become a central topic in the Italian housing debate,
initially in highly touristic cities (e.g., Venice, Florence, etc.). The debate on the effects of the
proliferation of short-term rentals has had a peculiar trajectory in Italy, in respect to other
European countries (Aguilera, Artioli & Colomb, 2021; 2025). More recently, the debate on the
touristification process has expanded extensively across the country and at the national level.
The extensive conversion of the housing stock into short-term rentals exacerbated the ongoing
depopulation of historic centres and worsened housing scarcity with cascade effects to the
greater urban areas (Salerno & Russo, 2020; Celata, Romano, 2020). Cities like Venice,
Naples and Florence are at the frontline of social struggles and overtourism excesses (Salerno,
Russo, 2020; Celata, Romano, 2020; Esposito, 2023). At the local level, regulatory responses
have been introduced with an important delay in respect to other cities (Bei, Celata, 2023) to
address the negative impacts of overtourism on the accessibility to housing (Comune di
Firenze, 2025; Comune di Bologna, 2025). These local interventions were due to the pressure
of a network of housing movements demanding regulation of short-term rentals which have
recently organized into a national forum (Social Forum Abitare, 2025). The national
government recently established a national register of tourist accommodation, including short-
term rentals. Although this policy acknowledges the issue, paving the way for a better
understanding of the phenomenon by providing a publicly available set of empirical data, it is
merely enacting EU recommendations. A national level regulatory framework is still missing —
while the current national government claims lItaly to become a “tourism superpower”. In this
context of robust tourism promotion, largely funded by public resources, such as tourist tax
revenues, which by law in Italy are to be reinvested in tourism-related initiatives, and a
stagnation of the conventional tourist accommodation supply, the growth of tourist presence is
increasingly absorbed by the short-term rental market (Bricocoli, Peverini & Caresana, 2025).
Significant gains are extracted by those who dispose of several residential properties, largely
due to inheritance.

The critical debate on short-term rentals in Italy is part of the wider debate on the middle-class
crisis. Those supporting the non-regulation of the phenomenon argue that short-term renting
is a right of the impoverished middle classes to generate wealth from their own real estate
assets. The position of influential stakeholders such as property managers and host
association leaders is published in national newspapers, supporting the narrative that short-
term renting is too insignificant to have a real impact on the housing market, and is helping to
get dwellings out of vacancy. Conversely, grass-root movements highlight the impacts of
overtourism on neighbourhoods and cities, framing short-term rentals as drivers of
gentrification and supporting campaigns with mottos like ‘this city is not an hotel'.

Generational inequalities. Inheritance, not only in Italy, is now considered to be more significant
than income generated through labour (Acciari & Morelli, 2022). Individuals who are
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newcomers to housing markets (such as young adults, workers relocating, immigrants and
separated couples) and those without prior ownership or other wealth resources are
systematically disadvantaged. This disparity is evident from the substantial increase in
mortgage access since the 1990s, which has been most pronounced among individuals with
greater financial resources (Filandri, 2022). The prospect of implementing reforms to the
taxation of inheritances in relation to housing is a politically sensitive and contentious issue
togheter with the issue of wealth. Leftwing parties have proposed taxing wealth and inheritance
in different occasions, but these proposals never reached any practical leves (beside triggering
a strong reaction by conservative and centrist parties). Instead, in the early 2000s a center-
rightwing government cut the tax on the first owned residence — regardless of income and
wealth of the resident, and even of the value or type of the dwelling.

3 HOW THE HOUSING SYSTEM HAS CHANGED

3.1 Q1: Degree of commodification

I.  Whatis the direction of travel of the national / local housing system: are these becoming
more de-commodified (universalist) or re-commodified (residualist) over time?

In the period 1991-2021, the Italian housing system became increasingly commaodified, with
homeownership expanding at the expense of the private and public rental sector. Several have
driven homeownership and housing commodification. At the national level: continuous
subsidization of owner occupation defunding of public housing, commodification of subsidized
housing due to time-limited constraints, financialization of public assets. At the local level:
policies promoting the sale of public housing, privatization of public land, sale of land leasing
right. Recently however, the growth of homeownership slowed down and in the last years the
number of tenants in the private sector started to increase slowly. Within the social rental
sector, public housing (ERP) continues to decline due to stock sales, though at a slower pace
than in the 1990s. In this framework, the system has become overall more residualist, with the
private rental sector and (especially) the public housing (ERP) sector hosting a great
concentration of poor and foreign households - mainly second and third generation households
of the various waves of immigration to Italy, meaning they are usually low income or working
class (often unemployed). Public housing (ERP) has increasingly shifted towards a “very
social” function, increasingly allocating the few available dwellings to households experiencing
severe poverty and intersectional vulnerabilities; without a comprehensive reform of public
housing (ERP) funding (since the so called Gescal system was dismantled), public housing
(ERP) companies face persistent financial challenges (Saporito, Perobelli & Bricocoli, 2024),
relying on occasional funding for specific initiatives, such as retrofitting under the PNRR
program (Talluri, 2022). In this context, new legislation in the early 2000 created a divide
between public housing (ERP) and social housing (ERS), each operating under different
mechanisms and serving distinct target groups. This reform aimed at de-segregating public
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housing (ERP) and promoting rental supply, but in fact which mainly promoted commodified
owner occupation and a residual (and time-limited) rental stock (Belotti, Arbaci, 2021).

In the private rental sector, policies aimed at improving housing affordability have failed to
offset the impacts of market liberalization of 1998, reduced public investment, and the
prioritization of homeownership. These initiatives have suffered from inconsistent funding,
limited reach, and poor coordination, leaving the growing housing needs of low-income
households, which are more concentrated in this tenure, largely unmet. Rental subsidy
programs have increasingly shifted from more universal support to targeted assistance,
addressing specific social and economic needs, mainly due to budgetary cuts.

Meanwhile, homeownership support programs have been redesigned to provide fiscal benefits
and targeted to specific groups, such as individuals under 36, first-time buyers, and workers
facing job instability. Additionally, ltaly’s Mortgage Interest Tax Relief is one of the most
influential factors promoting homeownership (OECD, 2023).

A focus on Milan shows that the local housing system has largely followed the national trends
—rise in owner occupation, reduction of private renting and public housing. However, it features
some distinctive figures. Milan has a relatively high percentage of rental housing cooperatives
(1%) and intermediate social housing (ERS) (1%) compared to the rest of Italy. However, Milan
has also been a core entry point for international finance capital into the real estate sector,
especially since the 2015 international exposition. Milan is also a breeding ground for policy
innovations that are often then transferred and scaled up elsewhere in the country. In the field
of housing, for example, Milan pioneered the development of the new field of “housing sociale”.
While the initiative was conceived as an attempt to leverage on finance through real estate
funds to provide affordable rental stock, it marked the beginning of the financialization process
of social housing (ERS) (Belotti, Arbaci, 2021).

II.  Are there structural divergences (tensions) between the direction of travel (universalist
- residualist) of the national housing system, and the local housing system?

Housing policies are mainly regulated and funded at the national and regional level, therefore
relevant bias is recorded among the different cities and regions. Milan is rather a frontline case
and policy innovation conceived in Milan is often scaled up elsewhere in the country. The main
tension between lItaly’s national housing system and Milan’s local approach lies in the differing
guantitative role of social rental housing (both public - ERP - and intermediate ERS) within the
tenure system. While both systems are extensively marked by residualization and re-
commodification of housing, Milan pursued a more active role in the production of public and
social housing (ERS) throughout the 1960s, 70s and 80s (Peverini, 2023). This path-
dependent heritage of social housing (ERS) policies provides a persistent distinction from the
rest of the country. At the national level public housing (ERP) represents only around 3% of
the housing stock, whereas the percentage in Milan reaches around 8%. Furthermore, housing
cooperatives have been more active in Milan than in other parts of Italy (Peverini, 2025).
However, housing policies in Milan were increasingly implemented within a market-oriented
framework that entailed privatization of large portions of the public and social housing (ERS)
stock, similarly to the rest of the country.
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As mentioned, Milan experimented with public-private partnerships and innovative financial
instruments to produce social rental housing. In the 1970s and 70s the city actively used its
planning powers to mobilize land for public and cooperative housing projects (Peverini, 2023).
Since the 1980s, however, the scope of public land policies diminished due to legal and
legislative changes. Since then, public land was only scraped and, with defunding of the main
public housing funding (the so called Gescal) the Municipality of Milan started collaborating
with bank foundations (e.g. Fondazione Cariplo), to develop new financial instruments
promoting an intermediate housing supply. These initiatives led to the development of pilot
projects that emphasized social and functional mixing in new social rental developments
(Bricocoli & Cucca, 2016), which were soon scaled up by the national government, introducing
in the regulatory framework “housing sociale” as an alternative (yet competitive) instrument to
public housing (ERP) and diverting funding into this new instrument. This process of
marketization of the Social Rental sector was facilitated by the integration of financial capital
in the policy design. The local innovations brought forward in Milan were used to create a
national system of real estate development funds, which encouraged financial investment in
finance-driven SRH nationwide. Therefore, while Milan's initial approach seemed divergent, it
ultimately contributed to the larger, state-led financialization of social rental housing across
Italy. In the end, however, in the social housing (ERS) funds model mainly worked in Milan,
while implementation elsewhere was very scarce. In Milan, a more recent development is the
introduction of an inclusionary zoning measure in the planning regulations, mandating
developers of rezoned land to allocate 30% to 40% of residential floor area to “social housing
(ERS)”, broadly defined to include affordable owner occupation, moderate rents and student
housing. However, this change is not enough to signal a paradigm shift, nor a path change, as
it is frequently circumvented and is currently under discussion. At the regional level, Lombardy
has introduced some limited reforms to the regulatory framework of public housing (ERP) —
allowing agencies to develop an intermediate rental supply (the so called “Valorizzazione
alternativa alla vendita”, providing higher revenues from the rental of portion of the housing
stock as a way to prevent sales of the stock), introducing the concept of housing as a public
service, and channelling some new but limited funding.

In summary, while there are rhetorical and discursive divergences between national and local
narratives—particularly in Milan—these have not translated into systemic action. Local
narratives have indeed helped bring attention to housing challenges at the national level, but
responses remain largely symbolic or confined to small-scale initiatives. Nevertheless,
compared to other cities, Milan has a more complex ecosystem of housing production actors,
including bank foundations and international real estate funds.

Outside of these experiments and debates, Italy has raised its governmental expenditure on
housing from around 0,5% of GDP until 2020 to around 3,3% in 2022. However, these
resources have been primarily directed to the retrofitting of the private housing stock without
any tenure-based / use constraints, de facto strongly reinforcing the direction of the Italian
housing system towards increased commodification of the existing stock.
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. What synergies and/ or conflicts exist between the vertical and horizontal governance
levels?

Vertically, housing governance is well structured, with clearly assigned responsibilities, which
are, however, cascading downwards in a way that requires full functionality at each level for
the system to work effectively. Overall “the full performance of functions and roles assigned to
each level is a prerequisite for the full performance of obligations at lower levels” (Venditti,
2009). Given that the National Government has demonstrated to be rather passive in the past
decades, especially from the point of view of funding provision, the risk is that inertia at a
superior level translates to negative effects on lower levels — “passive devolution” as labelled
by Kazepov (2010). The lack of investment is a key point, together with a lack of a
comprehensive national housing strategy. Horizontally, governance features overlap and, at
times, conflicts, with two-track systems for instance in the management of public housing
(ERP) —where both regional and municipal bodies maintain parallel responsibilities—,
resulting in inefficiencies and ambiguous situations.

The regulation of housing policies involves a complex system of multi-level governance. The
central government sets national policy priorities, regions are in charge of their implementation,
and municipalities manage local projects. The central government sets national policy
priorities, regulates the rental sector, and establishes guiding principles for regional legislation.
Responsibility for housing falls under the Ministry of Infrastructure and Transport, a placement
that reflects the limited political prioritization of housing as a social issue. The regional level
plays a crucial role in determining a set of important policies. For instance, tourism and public
housing (ERP) are matters mainly regulated by regions, which set the frame in which
municipalities can act. In this context, different political coalitions leading the City Government
versus the Regional Government often imply struggles to implement housing initiatives
autonomously within a region. The resulting political misalignment can hinder coordinated
action.

Regarding the relation between state and regions, the existence of significant disparities in
policymaking and planning traditions across different regions is considered a major obstacle
in establishing a coherent, national debate on the housing question (Tulumello, 2023). The
fragmentation of housing regimes at the regional level and concomitant conflicts at the local
level create considerable difficulties for the achievement of structural change in lItaly (ibid.).

Regarding the governance on public housing (ERP) after the “regionalisation” of housing
policies, the state retained only residual competencies, which include the definition of general
principles and objectives of the sector, of minimal quality standards, and criteria for income
support. The regions hold the majority of legislative, programmatic and implementation
responsibilities in terms of housing agendas, and the municipalities are responsible for
releasing calls for the allocation of public housing (ERP) and for administering these
allocations. Most of the public housing (ERP) stock is managed by public companies (featuring
a different name and a different management asset in every region) which have been
established at the regional level, but usually operate on a subregional scale, and are subject
to control and oversight by the regions. These entities manage stocks in their ownership, but
also on behalf of others (usually, municipalities, who transfer the management of their
property). However, some municipalities, such as Milan, have decided to manage their own

98



stocks, resulting in situations of two-track management within the same city. Since the abolition
of strategic public housing (ERP) funding in the 1990s—specifically, the closure of the Gescal
fund—maintenance and retrofitting have become major challenges, while expansion of the
stock is not really on the agenda. A large number of units remain vacant and unfit for allocation,
due to their state of disrepair. New construction, meanwhile, has come to an almost complete
halt. Public housing (ERP) providers are thus facing increased responsibilities. In addition to
property management, they have to manage increasingly complex social situations within their
tenant base. Yet, they receive limited and declining resources (while rent arrears are on the
rise, along with an increasing residualisation of the sector).

3.2 Q2: Impact of exogenous macro-trends, policies and crises:
What have been the events that really made a change in each
tenure?

I.  To what extent are processes of de-commodification and re-commadification in each
housing system driven by, or respond to, the identified exogeneous macro-trends and
crises?

The residualization of the SR sector in Italy has transformed public housing (ERP) from a
universalist system for workers into a safety net for the most vulnerable. This shift was not
sudden but the result of a gradual process that has unfolded over time, as part of a broader
trend of welfare restructuring (Bricocoli, de Leonairds & Tosi, 2008). While EU economic
integration coincided with the defunding of public housing (ERP) and the introduction of right-
to-buy policies. Moreover, EU regulation on state aid might have influenced Italian
governments in divesting from public housing (ERP) — though Italian public housing (ERP) falls
clearly within the services of general economic interest, as it is directed to low income
households —, and the adoption of market-oriented reforms and new public management along
with austerity measures has resulted in a restructuring process that has seen a gradual
transformation of public property into financial assets (Addison & Halbert, 2022). Many civil
servants had to adhere to a sort of mantra that if public assets do not generate revenues, it is
“treasury losses” (danno erariale). In this financialization process, the Italian state played the
dual role of regulator and provider of financial assets. The residual public housing (ERP) also
participated in this process of assetization when in 2001, a national law enacted in response
to these conditions, introduced urgent provisions concerning the privatisation and valorisation
of public real estate assets and the development of real estate investment funds. The
legislation facilitated the establishment of companies specialising in the securitisation of public
housing (ERP) (Addison, Halbert, 2022).

The NRRP (National Recovery and Resilience Plan) has introduced some limited
decommadification, funding small area-based public housing (ERP) regeneration programs
(PINQUA). At the local level, Milan’s municipality launched a new “Housing plan”, offering
public land at no cost to private, cooperative and non-profit providers to build new social
housing (ERS) units. Yet, public housing (ERP) providers are left out of the game.
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The overlapping processes of public housing (ERP) residualization and its re-commaodification
— through Right-to-buy schemes and sale of the stock — together with the introduction of
financialized actors and mechanisms for social housing (ERS) provision have intensified the
marginalization of the traditional public housing (ERP) sector while facilitating the
financialization of social housing (ERS) in Italy. This process stemmed from domestic policy
decisions together with structural dynamics and broader economic factors, including the 2008
financial crisis and EU policies on public debt management and state aid, even if those were
not the main drivers. The main drivers were the re-commadification of land and the housing
stock (e.g. including that of banks and insurance companies) and state-led financialization of
ERS, as the state has played a proactive role to push toward a marketized approach. The goal
was to address the housing affordability crisis via an increase of the housing supply, through
attraction of capital by transforming ERS into a viable financial asset. On the other hand, one
very important step in the re-commadification of public housing (ERP) was the decision to
abolish the Gescal national funding system (also motivated by the weight it had on salaries),
that was followed by alienation plans of relevant shares of the public housing (ERP) stock as
an alternative economic source providing resources mainly for maintenance costs. This
source, however, has proven to be neither sufficient nor stable: dwellings were sold far below
market rates.

Concurrent to the privatization of public housing (ERP) assets, the shift in the private rental
sector — initiated with the domestic decision to revitalize the sector — started from abolition of
the “fair rent” regulation in early 90s and the subsequent liberalization of rental contracts under
the influence of an overall pro-market policy climate. The introduction of ‘canone concordato’
(negotiated rent agreements) — was intended to cap rents through voluntary landlord
participation. Though revised upward in recent years and incentivized by tax breaks, this tool
has failed to meaningfully improve affordability. It is also important to note the rise of short to
mid-term rentals (under 30 days and from one to 18 months), which is acting as an additional
driver toward housing commaodification, particularly impacting central metropolitan areas,
tourist destinations, and attractive cities. The abrupt re-commodification of the private rental
sector limited the possibilities of many to access affordable housing through PR dwellings,
raising the housing cost burden on tenants and moving tenants to look for mortgage-backed
OO, until the financial crisis hit the country.

The re-commodification of owner-occupied (OO) tenure has been primarily driven by the
restructuring of the Italian financial system, particularly in response to the country's integration
into the Single Market. This transformation has facilitated broader access to credit, reinforcing
homeownership. However, the benefits of financial liberalization were distributed unevenly,
with wealthier individuals gaining the greatest advantage. A relatively high share of owner-
occupiers in ltaly are outright owners compared to other European countries, which makes
them relatively insulated from fluctuations of interest rates and broader financial and economic
conditions. Meanwhile low-income mortgaged owners became targets for value extraction
through rising property prices, as they have been pushed to homebuying also by high rents.
Since the global financial crisis, this trend has attenuated, and in 2024 only 41,6% of residential
dwelling purchases by households were backed by a mortgage, meaning that the majority of
sales are intercepted by wealthy households.
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NRRP-funded subsidies were mainly directed to the full coverage of energy retrofitting of
owner-occupied dwellings — often single-family homes — that can be then directly monetized
in the market. No constraints to the sale of a retrofitted dwelling are set — though a maodification
of the law in 2024 has introduced a 26% taxation of the capital gain generated by the retrofitting
if the dwelling is sold within 10 years.

3.3 Q3: Capacity to filter crises: how does each housing system
respond to macro-events and crises?

I.  What is the capacity of the local and national housing system to provide affordable
housing? Identify the key obstacles to production of affordable housing, and the key
enablers of the production of affordable housing, in both the national and local housing
systems.

In the Italian national context, as well as in Milan, there is a tension between market-led
approaches that prioritize homeownership (majoritarian with ~76,7% of the tenure) and the
provision of de-commaodified and affordable rental housing (~3-4% of tenure), while there is a
minor debate about the private rental sector (~14,4%). Meanwhile, affordable homeownership
programs are still important (even though much less than in the past) but have no long-term
mechanism to prevent commodification. Overall, public resources to support provision in owner
occupation absorb most resources primarily through tax-based incentives and fiscal welfare
mechanisms (Figari et al., 2019). In the late 90s, the two key housing policy mechanisms to
provide public housing (ERP) were dismantled, but already from the late 70s the housing
provision system was in a residualization trajectory (Padovani, 1996). The Gescal funding
system, which relied on the taxation of employees' salaries and employers' revenues to provide
the public authorities with funding for the construction of public housing, was definitely
terminated in 1998 following a phase of significant reductions. Similarly, the Plans for public
and affordable housing (Piani di edilizia economica e popolare) or PEEP land-use mechanism,
introduced in 1963 to enable municipalities to acquire land at below-market prices for the
development of subsidized housing (both rental and sale, for at least 40% of the forecasted
local housing need), after extensive implementation until the late 1970’s was undermined by a
1980 Constitutional Court ruling that mandated compensation at market value. The direct
production of public housing (ERP) was then halted, and its provision has come to a near
standstill. Most beneficiaries of public housing (ERP) are selected based on severe social and
economic vulnerabilities, while most households in the waiting list cannot be allocated as only
very few dwellings are available every year, no public dwelling is being built, some are still
being sold off, and many units remain vacant due to disrepair and lack of financial and
organizational resources (Saporito, Perobelli & Bricocoli, 2024). The diminishing resources
have been paired with the emergence of new differentiated housing demands. The affirmation
of the idea of a ‘grey area’ of unmet housing demand, corresponding to the portion of workers
who cannot afford housing at market rates, nor qualify for public housing, paved the way for
affirmation of the ideological system of ‘housing sociale’, first in Milan and then at the national
level, an intermediate public-private housing supply for low-middle income households (Tosi,
2017). The foundational idea was that the public actor cannot face adequately the housing
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guestion, because of the resource scarcity; but also, private actors cannot deliver social results
if not adequately supported with public resources, being land or funds (ibid.). ‘Housing sociale’
has since become a major recipient of public funds (or of public land), competing with
traditional public housing (ERP) in terms of fund allocations, while interventions have provided
limited stock of genuinely de-commodified housing affordable rental solutions (Fontana &
Lareno Faccini, 2017). New recently introduced policy interventions such as inclusionary
zoning in cities such as Milan and Bologna (Pogliani, 2017; Tosi, 2017) have also fallen short,
failing to provide land for affordable housing, mostly due to exemptions and weak enforcement.

Milan's local housing system, while reflecting many national trends, differs in some key
respects. The city’s combines a strong emphasis on homeownership (~70,4%) alongside a
limited and dualist rental sector (though larger than the national one) split into two segments:
a deregulated private sector (~17,4%) and a small-scale public rental (~8,0%) — which however
is more than two times the national average. In addition to the ~57.000 public housing (ERP)
dwellings, approximately 2.000 units of social rental units are managed by public companies
(Comune di Milano, 2023), 7.500 by cooperatives and around 3.700 by real estate funds and
private developers. Altogether, the public, social and cooperative housing sectors provide
accommodation for approximately 10% of Milan's residents (Peverini, 2023). The significance
of the public housing (ERP) sector becomes particularly apparent when one considers its role
within the rental market itself: public housing (ERP) accommodates more than 25% of all
tenants (Bricocoli & Peverini, 2023). The private rental market is predominantly characterised
by small property owners. While until the early 2000s Italian banks and insurance companies
were required to allocate a portion of their deposits to real estate investments to safeguard the
interests of their clients, and engaged in rental housing development (Gaeta, 2017), during the
1990s, the majority of these assets were liquidated after regulatory changes. Indeed, the
second-hand market, in which small owners with one or two dwellings for rent or sale are the
vast majority, and not new production, is the primary source of affordable housing. Old housing
of lower quality represents the most significant supply for both Italian renters and buyers.
Attempts to regulate the private rental sector through “agreed rent” (canone concordato)
contracts have had limited success. In Milan, only around 5% of contracts used this
mechanism until very recently. A revision of the agreed rent levels has slightly increased
uptake, but also reduced its de-commodifying potential, with agreed rents now being more
closely aligned with market prices (Bricocoli, Peverini & Caresana, 2025).

Enabling factors for affordable housing include the presence of public and non-profit actors,
especially in Milan (Peverini, 2025), and a favourable legislation in principle. However, these
actors often face important limitations, such as the absence of effective land provision tools,
scarce financial resources, and fragmented governance. To reach goals like affordable
housing and energy efficiency, municipalities and other planning bodies often rely on
incentives such as extra building rights offered to private developers. In some local areas, the
presence of public housing (ERP) and housing cooperatives helps to preserve a small amount
of affordable housing. However, access to this housing remains very limited, and the
construction of new units is almost non-existent.

Both the national and local housing systems face significant challenges in providing affordable
housing. The national system, characterized by a residualist approach and a focus on
privately-driven and financially-backed policy instruments, has severely constrained the
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conditions for the production of affordable housing. Mechanisms that prevent
decommodification of the stock have been weakened in order to attract private investment. In
Milan, although the local government has shown relative dynamism—thanks in part to an
active third sector and cooperative actors (Peverini, 2025) —the city remains embedded within
this marketized framework. Furthermore, Milan’s initiatives often rely on complex public-private
partnerships that lack the capacity to scale up effectively or provide long-term affordability
guarantees.

Key obstacles to decommodification include the erosion of public funding, the commodification
of land policy instruments used by municipalities to attract private investment rather than
provide affordable housing, and the prioritisation of market-driven solutions (with austerity
being a key factor behind these processes). Key enablers include the third sector and public
land ownership, limited by austerity-driven commodification and financialization of public
actors and tensions between national and local priorities. In this context, public housing (ERP)
providers have very small margin of manoeuvre to enlarge the affordable housing stock.

II.  How have the identified crises and macro-trends affected the capacity of these housing
systems to provide affordable housing?

The impact of austerity measures on Italian government policy regarding its real estate assets,
both residential and non-residential, has been profound. The general trend in Europe has been
the withdrawal of the public intervention in line with neoliberal transformations of the welfare
state, but these transformations have affected European countries in different ways. Particular
importance had the starting point and in Italy the public housing (ERP) offer was already
historically weak (Tosi, 2017). The process of EU integration landed on a context of already
weak public policy in the housing realm (Padovani, 1996). The Maastricht Treaty criteria
resulted in heightened fiscal constraints for the Italian government and could be linked —
though not directly — to the cut of the Gescal tax for public housing. The emergence of the
‘housing sociale’ paradigm, from public housing (ERP) provision to social housing (ERS)
facilitation, as reported before in the text, was built up on the context of resources scarcity
induced by austerity and neoliberal political paradigm.

In comparison to other countries, the global financial crisis had a comparatively limited effect
due to the high percentage of outright owners. However, newcomers to the housing market
have seen their chances of accessing adequate housing at affordable conditions diminish, and
the average age at which Italians leave the parental home increased. The crisis reduced the
ability of low-income households to obtain mortgages, thereby increasing their reliance on the
private rental sector, and led to a rise in eviction — as no response in terms of public housing
(ERP) production followed. For this reason, in 2014 the government introduced a funding to
prevent evictions due to “blameless arrears” (morosita incolpevole) that was however
defunded a few years later. The result of these trends was to push the national government to
adopt measures (e.g. fiscal deductions) to support homeownership acquisition rather than
invest in de-commodified sectors, in the context of increased austerity and reduced public
intervention. Paradoxically, funding for demand-side subsidies for low-income tenants was
also reduced. The finance-backed instruments for “social housing (ERS)” promotion were also

103



affected by the global financial crisis (GFC), pushing national governments to increase the
public investment to launch the sector, but achieving very limited results.

The consequence of the global financial crisis on the non-profit sector is more ambiguous, as
they relied less on finance, but austerity cuts affected state funding and the ability to get bank
loans (Peverini, 2025). Overall, the pressure on the very weak Italian housing welfare system
increased due to the consequences of the crisis, as it reinforced austerity measures already
adopted in the 1990s and curtailed public intervention mechanisms even more and reduced
the spending capacity of households, increasing housing emergencies. In the following years,
the neoliberal principles became deeply embedded within most public administrations, with the
attraction of private investment and the commaodification and financialization of public assets
being more important than social goals of housing provision (Adisson & Halbert, 2022).

The COVID-19 crisis reopened space for renewed state intervention, and public spending on
housing in Italy grew to an unprecedented level, largely funded through the NRRP. During the
pandemic, the difficulties of low income and housing insecure households gained visibility in
the media, and university students organised protests on housing issues throughout Italy.
However, within a prevailing market-oriented approach, the priority of revitalizing the economy
through the depressed construction sector (except for Milan), and the pressure to perform and
match the deadlines for spending the funds, led to most of the funds being spent for the
retrofitting of owner-occupied housing. No mechanisms to prevent decommaodification and
basically no policy addressing tenants was introduced, except for a brief moratorium on
evictions and a one-time demand-side subsidy for tenants. After the pandemic, housing prices
and rents grew all over the country, creating the conditions for a recrudescence of housing
distress. In this situation, construction costs also grew significantly, jeopardizing the ability of
non-profit providers to keep housing costs low.

lll.  What challenges have the state and non-profit sector faced, in the light of recent crises?

Already responded in the previous section.

4 CONCERNS REGARDING THE GREEN-HOUSING NEXUS

In the Italian context, the implementation of environmental and energy policies (EEPs) —
particularly those selected by the ReHouslIn project, such as urban densification, nature-based
solutions (NBS), and energy retrofitting — has revealed complex and often problematic
interactions with national and local housing systems (Bricocoli et al., 2025). The Policy Labs
held in Milan and Assisi, as part of the ReHousIn program, served as critical forums for
dialogue among experts, policymakers, and stakeholders. These exchanges highlighted
significant misalignments between policy objectives and the needs of intended beneficiaries,
underscoring persistent challenges related to housing inequalities, that are currently being
confirmed in the interview process (ongoing).

A complex understanding of the controversial effects on housing inequalities that may be
produced by green policies emerged from the policy labs. EU Green policies have been mainly
implemented by programs and projects in a very short time frame at the expense of medium-
and long-term planning, shifting the focus from equality to short-term feasibility - as in the case
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of the Superbonus 110% (the NRRP-funded subsidy for energy retrofitting introduced in 2021,
see report D3.2). Green policies, especially those related to retrofitting of the housing stock,
are generally recognized to increase the quality of life and enhance real estate values (thereby
increasing market rents and prices). Therefore, the role of the public actor (either at the
national, regional or local level) is crucial in the distribution of the benefits and in reaching the
recipients. Many interviewees agree that without a redistributive approach, environmental
policies may deepen social and spatial inequalities rather than mitigate them. A strong
criticality is the absence of housing policy frameworks integrated with urban transformation
strategies, particularly those related to environmental sustainability.

The discussion of local experiences related to the implementation of green policies and
projects - particularly those focused on energy efficiency and densification/ regeneration — from
the point of view of housing inequalities reveals significant asymmetries in the distribution of
benefits due to:

- Social factors (mainly due to differences in homeownership status, financial capacity
and socio-cultural capital, etc.),

- Territorial factors (with advantages concentrated in northern regions and large cities
over the south and smaller municipalities, etc.)

- Institutional, organizational and economic capabilities of institutions and readiness of
the regional and local governments and actors in responding to complex policy
programs — especially those requiring co-funding.

These structural inequalities are compounded by informational, bureaucratic, and cultural
barriers. Many citizens are unaware of available measures or are discouraged by to
bureaucratic complexity, low institutional trust, or a lack of technical support. Moreover, the
shortage of qualified technical staff within local administrations limits their capacity to design
and manage integrated interventions. The necessary and crucial role of the public in setting
priorities and compensation is recognised: certain cases demonstrate that green
transformation can benefit the most without exploiting huge value gaps.

A key concern emerging from these discussions relates to the regressive nature of many fiscal
instruments designed to promote energy transition in the housing sector. As these measures
typically require significant tax capacity or upfront investment, they tend to benefit those with
available capital or access to credit, such as middle and high-income homeowners, large
actors in the construction and energy sectors, financial institutions, and municipalities with
favourable regulatory frameworks. Conversely, groups most in need — such as public housing
(ERP) tenants, low-income renters (ISTAT, 2025), individuals facing energy poverty, small-
scale businesses, and residents of rural or inner areas — have largely been excluded from
these schemes (Bricocoli et al., 2025).

This disparity in access to incentives is further exacerbated by a pervasive lack of awareness
among vulnerable groups and less organised actors. Key barriers include bureaucratic
complexity, low institutional trust, insufficient technical assistance, and a scarcity of qualified
personnel within local administrations. These institutional limitations negatively impact the
capacity of municipalities and individuals to effectively respond to time-sensitive funding
opportunities and to develop integrated, long-term strategies for sustainable transformation.
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Spatial inequalities also emerge prominently in the distributional outcomes of green policies,
with northern regions of Italy benefitting far more than their southern counterparts. This uneven
impact is not merely a reflection of economic disparities; it is also a consequence of different
levels of institutional capacity and organisational readiness at regional and local levels. The
existence of structural, technical and financial obstacles, in combination with inadequate
compensatory mechanisms, has resulted in the exacerbation of pre-existing territorial
inequalities. These challenges are further reinforced by overlapping economic, informational,
administrative, and cultural barriers that limit inclusive access to green initiatives.

In a housing system, as strongly market-oriented as ltaly’s, green policy interventions have
tended to generate added value — both in terms of enhanced quality of life and increased real
estate values. However, without a robust and proactive role for the public sector — at national,
regional, and municipal levels — these value gains risk reinforcing socio-spatial inequalities. It
is therefore imperative that public instruments, particularly urban planning tools, should be
recalibrated to regulate first, and then redistribute the value generated by environmental and
energy policy interventions. Such regulation and redistribution mechanisms are essential to
ensuring that the green transition contributes not only to ecological sustainability but also to
social equity and territorial cohesion.
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6 APPENDIX

6.1 Tables on tenure composition

Housing tenure (Italy, census) 1991 2001 2011 2021
19.909.003 | 21.778.228 24.501.477| 25.346.523

13.538.122|15.530.545 17.666.209 | 19.432.745

5.036.978 | 4.364.852 4.402.904 4.306.112

1.333.903 | 1.882.831 2.432.364 1.607.666

1139837 | 1.028.285 952.068 914458

68,0% 71,3% 72,1% 76,7%

25,3% 20,0% 18,0% 17,0%

6,7% 8,6% 9,9% 6,3%

5,8% 4,7% 3,9% 3,6%

Table IT1. Sources: compiled by authors; data from ISTAT (except for 2021 data on public housing,
which comes from administrative source) - own calculations.

Housing tenure (Milan, census) 1991 2001 2011 2021
576.777 | 583.335 604.507 | 720.523

294.982 | 347.353 387.710| 504.563

255.231| 203.419 174.542| 183.227

26.564 | 32.563 42.255 32.733

82.343 70.759 54.215 57.498

51,1% 59,5% 64,1% 70,0%

44,3% 34,9% 28,9% 25,4%

4,6% 5,6% 7,0% 4,5%

14,3% 12,1% 9,0% 8,0%

Table IT2. Sources: compiled by authors; data from ISTAT (except for 2021 data on public housing,
which comes from administrative source) - own calculations.
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Middle-

Middle-

Low Middle . High
Tenures ,::;c:)lg:e % of total [income (% :z\cl:vome income ihnlg:)]me income
(households) households ?ortaI)Cf of (% or Cf g)f)to(:;)(:f (% or CF (()oftc?tralg:f
of total) of total)
17.945.338 |70,80 55,10 65,50 72,40 77,00 83,90
14.700.983 |58,00 49,20 55,10 59,30 59,50 66,70
3.244.355 12,80 5,90 10,40 13,10 17,60 17,20
5.196.037 20,50 31,80 24,50 19,30 15,50 11,30
2.205.148 8,70 13,10 10,00 8,30 7,50 4,80
25.346.523 | 100,00 100 100 100 100 100

Table IT3: Italy, 2021. Equivalent quintile income levels by tenure.

Source: Compiled by authors; data from ISTAT and EU-SILC — own calculations.
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National Report on the Housing System from a
Multi-Level Perspective: Norway

1 EXECUTIVE SUMMARY

Norway’s housing system has historically promoted widespread homeownership as a
cornerstone of its welfare model. Through cooperative housing and state-backed financing,
this model fostered residential stability and wealth accumulation across broad segments of the
population. Since the 1980s, however, the system has increasingly shifted toward market
orientation, with reduced public intervention, diminished public land ownership, weakened
planning tools, and growing reliance on private finance. This re-commodification has led to
mounting affordability pressures, especially in the most populous urban areas of the country
like Oslo, Bergen, and Trondheim.

The current housing crisis is characterised by declining accessibility, particularly for first-time
buyers, young people, and low-income households. Entry into the ownership market is
increasingly dependent on intergenerational transfers of wealth—often referred to as the
“parental bank.” Crucially, the location of family housing assets matters: property in high-
demand areas offers higher returns and better leverage opportunities, reinforcing spatial
inequalities and long-term socioeconomic divides.

While policymakers acknowledge the housing challenges, national responses remain
fragmented and insufficient. The social rental sector is minimal, private renting is precarious,
and innovative models such as shared ownership or third-sector housing remain marginal. At
the local level, municipalities lack the regulatory and financial capacity to steer housing
development toward affordability goals.

Importantly, the Norwegian housing system has shown limited capacity to respond to major
crises. During the 2008 financial crisis and the COVID-19 pandemic, no significant counter-
cyclical housing measures were introduced. Public and cooperative sectors lacked the scale
and instruments to buffer market shocks or address rising affordability issues. Instead,
ownership-friendly tax and credit policies continued to reinforce housing as a speculative
asset.

Within this housing system, the implementation of environmental and climate policies—such
as energy retrofitting, nature-based solutions (NBS), and urban densification—risks reinforcing
existing inequalities. These policies often target privately owned housing, are shaped by
market dynamics, and lack integration with social and affordability goals. Without safeguards,
they may increase costs for vulnerable groups, displace low-income residents, and exacerbate
existing spatial divisions.

112



2 THE HOUSING DEBATE

Norway’s housing policy has long been characterised by a strong emphasis on
homeownership, with both individual and cooperative ownership forming the institutional
backbone of the system (Sandlie & Gulbrandsen, 2017). This ownership-oriented model has
been sustained by broad political consensus and social legitimacy, fostering high rates of
homeownership across the population (Annaniassen, 1996)- see also Tables in Appendix
6.1.1. The social rental sector, by contrast, plays only a marginal role, primarily targeting
vulnerable groups through municipally owned dwellings and housing allowances (Sgrvoll,
2019). Similarly, the private rental market has historically been limited in scale and politically
discouraged as a long-term solution (Ann Stamsg, 2023).

This ownership-oriented model has contributed to residential stability and wealth accumulation
for many households. However, over the past two decades, signs of strain have become
increasingly visible. A growing housing affordability and accessibility crisis is affecting
Norwegian cities, particularly the major urban areas of Oslo, Bergen, and Trondheim
(Cavicchia et al., 2024). These challenges are especially acute for young people, single-person
households, and first-time buyers, for whom entry into the housing market is becoming
progressively difficult.

One of the key dimensions of the current crisis is housing accessibility. Structural changes in
the housing market, combined with urban population growth and limited supply, have
contributed to a situation in which housing is increasingly out of reach for segments of the
population not already embedded in the ownership system. In parallel, housing affordability
has deteriorated due to high property prices and rising interest rates—especially in the last
three years—which have significantly increased the cost of borrowing. At the same time, rents
in the private sector have also risen sharply, while mortgage debt levels among homeowners
remain among the highest in Europe (Cavicchia et al., 2024).

These developments have brought issues of intergenerational justice to the forefront of public
debate. Young people are increasingly reliant on parental support to access the housing
market, a trend often referred to as the “parental bank” (foreldrebanken). These assets are
clearly unevenly distributed (Statistics Norway, 2019). What matters is not only whether
parents can and are willing to support their children in entering the housing market, but also
where their housing assets are located. Property in high-demand areas can be sold or
leveraged to support intergenerational transfers, such as down payments or mortgage
guarantees. As Galster and Wessel (2019) show, individuals whose grandparents owned large
homes in Oslo in 1960 were significantly more likely to be owner-occupiers in 2014—illustrating
how location shapes the long-term value and utility of housing wealth. This dynamic reinforces
existing socioeconomic inequalities and limits housing opportunities for those without family
wealth, exacerbating social and spatial divides. The issue in Norway, then, does not seem to
be related to a late ownership era(Forrest & Hirayama, 2018), but to the growing dependence
on family resources and the financial risks it entails. While intergenerational transfers have
enabled many young people to buy homes, this model of access has become increasingly
stratified (Sandlie & Gulbrandsen, 2017). Those without such support face higher entry
barriers, often relying on large mortgages that leave them vulnerable to changes in interest
rates or employment.

113



Despite widespread recognition of the problem, policy responses have been fragmented and,

so far, largely ineffective (Sgrvoll & Nordvik, 2020). There is broad political consensus on the
need to address the housing shortage and to facilitate the construction of more dwellings,
including through public support schemes such as those provided by the Norwegian State
Housing Bank (Husbanken). However, the effectiveness of such instruments has diminished
in recent years due to reduced funding and shifting priorities (Sgrvoll, 2021).

Some political actors have advocated for more transformative measures, such as the
development of a third housing sector—neither fully public nor fully market-based—as a way
to provide long-term, affordable housing especially in urban areas with pressured housing
markets. Others have pushed for the reintroduction or strengthening of rent regulation in the
private rental market. Nevertheless, experimental initiatives to implement new housing models
and policies—such as pilot projects for affordable ownership schemes or cooperative rental
housing—have so far largely failed to scale up or influence mainstream housing policy (Kjeeras
& Haarstad, 2022).

3 HOW THE HOUSING SYSTEM HAS CHANGED

3.1 Q1: Degree of commodification

I.  Whatis the direction of travel of the national / local housing system: are these becoming
more de-commodified (universalist) or re-commodified (residualist) over time?

The Norwegian housing system has undergone a significant transformation in the post-World
War |l period, shaped by broader shifts in welfare state orientations and housing regime
configurations. During the three post-war decades (1950s—1970s), Norway developed what
scholars have described as a "social homeownership" model (Kemeny, 2006; Sandlie &
Gulbrandsen, 2017), whereby homeownership—particularly cooperative and individually
owned homes—was promoted as a universal welfare good through state-subsidized loans,
land policies, and price regulation (Kohl & Sgrvoll, 2021). In this period, housing was
embedded within a universalist welfare regime and treated largely as a de-commodified good,
intended to secure social integration and upward mobility for broad segments of the population.
However, since the 1980s, the direction of travel has shifted toward re-commodification, as
housing policy increasingly embraced market-oriented principles. This transition has been
enabled by political reforms supported by a broad coalition of actors across the socio-
democratic and conservative spectrum, reflecting a growing belief in the capacity of the market
to deliver welfare outcomes.

This shift is evident across the three main housing tenures—owner-occupation (OO), private
rental (PR), and social rental (SR)—and is closely linked to transformations in land supply
mechanisms, financial instruments, and regulatory frameworks. The Norwegian housing
regime, long centered on high rates of owner-occupation as both a normative ideal and policy
objective, has become increasingly exclusionary and market-dependent. This section
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examines the evolution of the Norwegian housing system through the lens of de-
commodification and re-commodification, distinguishing two key phases: the consolidation of
a de-commodified, universalist model from the interwar years to the early 1980s, and the
gradual marketization of housing from the 1980s to the present (Sgrvoll & Nordvik, 2020).

1. De-Commodification and Housing as a Welfare Good (Interwar Period to Early 1980s)

The post-war housing system in Norway was strongly rooted in a welfare-state logic,
emphasizing de-commaodification through state-led housing production, public land policy, and
cooperative ownership models (Annaniassen, 1991). The establishment of the Norwegian
State Housing Bank (Husbanken) in 1946 was a foundational moment, allowing both
individuals and cooperatives to access favorable, non-means-tested loans (Annaniassen,
1996; Kohl & Sgrvoll, 2021). These loans were used to finance a broad spectrum of housing,
including private homes, cooperative apartments, and, occasionally, municipal dwellings, all
subject to regulations regarding size, standard, and affordability.

The system promoted OO on a universal basis, extending subsidies through production-side
support rather than demand-side benefits. Cooperative housing (e.g., through OBOS, the
largest housing cooperative in Norway, founded in 1929) played a particularly important role
in urban areas, operating on a cost-price principle and reinforcing the norm of owner-
occupation without opening avenues for speculation or large-scale commodification (Kronborg,
2014). Simultaneously, municipalities acquired land and prepared it for development, leasing
or selling it at regulated prices—a mechanism that further restricted speculative
pressures(Annaniassen, 1996).

Although the housing policy did not redistribute wealth per se, it made new, modern homes
accessible to large portions of the population. Housing was thus treated as a welfare good: not
entirely divorced from market logic (since private contractors still built the housing),but shaped
by public intervention to ensure affordability and accessibility. Price regulation on resale further
limited commodification, especially in cooperative and joint-stock housing until the 1980s
(Servoll & Nordvik, 2020).

The PR sector, by contrast, was never strongly developed as a long-term tenure. Early rent
regulation introduced in 1915 and expanded after World War Il helped protect tenants, but no
coherent or sustained rental policy emerged. Rather, PR was seen as a transitional phase until
families could access OO (which is still the case). The labor movement and state policy both
favored OO, and this priority was reflected in the lack of investment in dedicated rental
housing(Kohl & Sgrvoll, 2021).

The SR sector remained residual and minimal throughout the post-war period. Apart from a
brief experiment in public housing construction in the interwar years, most municipal social
housing was provided through the purchase of existing units within the general housing stock
(including co-ops). Social rental was targeted strictly at vulnerable groups, never developing
into a universal alternative to OO.
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2. Re-Commodification and the Market Turn (1980s to Present)

Beginning in the 1980s, Norway’'s housing policy shifted significantly toward re-
commodification (Sgrvoll & Nordvik, 2020; Trangy, 2008). The most important institutional
change was the reorientation of Husbanken. From being a universal housing finance
institution, it became a means-tested welfare tool, focused primarily on disadvantaged
groups(Reiersen & Thue, 1996). This move reflected broader market-oriented thinking that
gained ground during the period, emphasizing individual responsibility and the perceived
efficiency of housing markets to meet general needs (Innset, 2020).

Simultaneously, municipalities withdrew from active land policy. The abolition of land price
regulation in 1983, combined with reduced municipal land acquisition and development
responsibilities, opened land markets to speculation and pushed up development costs. These
changes significantly weakened one of the key tools of the earlier de-commodified
system(Sgrvoll & Nordvik, 2020).

The OO sector was also transformed. While ownership remained the dominant tenure, its
character shifted. Price regulation on used homes was gradually lifted from 1982 onwards.
This applied to both cooperative and privately-owned homes, allowing owners to sell their
property on the open market and capture capital gains. Although cooperative housing formally
remained non-profit and single-shareholding rules prevented large-scale accumulation, the
elimination of price control created incentives for individual profit and turned housing into a
capital asset (Kohl & Sgrvoll, 2021).

Despite the continuation of ownership-friendly tax policies—such as interest deductions, no
capital gains tax on primary residences, and low wealth taxation on housing—no general
subsidies were introduced for OO. Instead, homeownership became increasingly reliant on
access to affordable credit. For most of the past 30 years, this has remained widely available,
helping to sustain high levels of OO despite rising prices. However, the last 10-15 years have
seen a slight decline in homeownership, especially in large cities, due to affordability
constraints. This suggests growing exclusionary dynamics within the commaodified system.

The PR sector, historically underdeveloped, grew in importance but remained structurally
precarious. The repeal of rent control laws culminated in 2010, ending long-standing
protections for tenants. Most rental housing is provided by small-scale landlords letting out one
or a few properties, and much of the stock was not originally built for rental use. There are no
significant policies to regulate or support this tenure, and its expansion has been largely
market-driven. While housing allowances continue to exist, they are strictly means-tested and
have become increasingly targeted since the 1980s (Nordvik & Sgrvoll, 2014).

A major turning point for PR came during the 1980s and 1990s, when large parts of the 19th-
century rental stock in central Oslo were converted to OO as part of a state-supported urban
renewal programme. Though the stated aim was to improve living conditions and eliminate
urban decay, the result was a large-scale reduction in rental housing stock and a boost to
homeownership—effectively a re-commodification of previously regulated rentals. In
retrospect, this initiative marked the beginning of gentrification processes in Oslo and
reinforced the marginal status of PR.
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The SR sector remained residual throughout this period. With no public investment in new
social housing, municipalities continued to rely on purchasing individual dwellings from the
general market. Today, SR represents only about 4% of the total housing stock. Its role is
strictly limited to housing the most disadvantaged, and its marginality reflects the broader
commodified structure of the housing system(Sgrvoll, 2019).

These structural shifts in Norway’s housing system have not only reshaped tenure patterns
and access but have also contributed to a broader transformation of the country's political
economy. As Trangy (2008) argues, Norway's growth model has become increasingly similar
to that of the United States, driven by rising private consumption underpinned by housing
wealth and the housing—monetary policy nexus. Easy access to credit—particularly through
flexible, floating-rate mortgages—and rapidly appreciating property values have enabled
households to extract and reinvest housing equity, thereby fuelling domestic demand. This
dynamic has deepened the financialisation of the housing sector, increased macroeconomic
volatility, and amplified distributional inequalities within a recommaodified housing regime.

From De-commodification to Re-commodification
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Figure NOL1. Historical trajectory of the Norwegian housing system
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II.  Are there structural divergences (tensions) between the direction of travel (universalist
- residualist) of the national housing system, and the local housing system?

In Norway, national and local housing systems have generally evolved along similar
trajectories, largely due to the centralized nature of housing governance, which ensures that
key features of the national framework—such as the emphasis on homeownership, a residual
private rental sector, and a minimal social rental sector—are mirrored at the local level.
However, some divergences do emerge, particularly at the municipal level, where housing
challenges are most acutely experienced and become most visible for local authorities. These
differences are especially pronounced in municipalities experiencing high housing market
pressures, where local responses, especially to provide affordable housing, may diverge from
national patterns in order to address specific contextual needs. Some of these experiences
are discussed in section 3.3 on the capacity of local authorities to provide affordable housing.

[ll.  What synergies and/ or conflicts exist between the vertical and horizontal governance
levels?

In Norway, there is a high degree of vertical alignment between the national and local housing
systems, due to the centralized governance of housing policy. Both levels reflect a broader
shift from a universalist orientation to a residualist and market-dependent model that
increasingly limits public responsibility to the most disadvantaged.

However, structural tensions do exist, particularly at the municipal level, where local authorities
are tasked with ensuring housing provision but are constrained by national policies, limited
financial instruments, and weak regulatory tools (Granath Hansson et al., 2025). While
municipalities formally hold responsibility for providing housing solutions, especially for
vulnerable groups, they lack the capacity to implement proactive, non-market alternatives due
to declining public landownership, limited public housing stock, and the absence of dedicated
funding mechanisms (Cavicchia, 2023; Kjeeras & Haarstad, 2022).

This divergence is most visible in urban municipalities under housing pressure, which in some
cases seek more progressive approaches (see section 3.2).

Thus, while the direction of travel is broadly consistent, a governance gap has emerged:
municipalities are expected to address complex housing challenges but are not equipped with
the tools or resources to diverge meaningfully from the residualist trajectory set by the national
system
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3.2 Q2: Impact of exogenous macro-trends, policies and crises:
What have been the events that really made a change in each
tenure?

I.  To what extent are processes of de-commodification and re-commaodification in each
housing system driven by, or respond to, the identified exogeneous macro-trends and
crises?

In Norway, processes of both de-commodification and re-commodification in the housing
system are shaped primarily by national rather than external pressures, although global macro-
trends and economic crises have exerted a growing influence in recent years.

The more significant driver has been the long-term restructuring of the welfare state, with
housing often described, following Torgersen (1987), as the “wobbly pillar’ of the Norwegian
welfare. The gradual retreat, since the 80s, of the state from housing production—through the
reduction of direct subsidies, public land development, and large-scale construction of social
housing—has contributed to the re-commodification of housing. Homeownership is heavily
incentivised through tax advantages, while public and cooperative rental options have
stagnated.

Nevertheless, Norway’s gradual re-commodification of housing has not resulted in full-scale
financialization. While corporate landlords such as Heimstaden Bostad and Blackstone have
entered the Norwegian housing market, their presence remains limited compared to their more
expansive operations in neighboring countries like Sweden and Denmark (Christophers,
2024). Structural features—most notably the dominance of owner-occupied cooperative
housing (borettslag)—have acted as barriers to large-scale acquisition by institutional
investors and global financial actors. The cooperative model itself imposes restrictions that
discourage speculative ownership, such as limits on the number of shares a single entity can
hold and rights of first refusa