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Background 

The European Commission is preparing an initiative for a European Plan for Affordable Housing 

through a “Call for Evidence.” The aim is to gather feedback from stakeholders and the public to 

develop well-informed policy measures to address the growing housing crisis in the EU. This crisis 

is driven by rising rents and property prices, insufficient new construction, migration, and demo-

graphic changes, and has been exacerbated by external shocks such as the pandemic, the energy 

crisis, and war. 

Although housing policy is primarily the responsibility of the Member States, the European Com-

mission is examining complementary measures at the EU level. The proposed plan aims to mobi-

lize investment, reduce regulatory barriers, speed up permitting processes, and specifically support 

certain social groups. A comprehensive approach is being pursued, which also considers aspects 

such as energy efficiency, construction capacity, and sustainable urban development. The plan is 

scheduled for publication in the first quarter of 2026. 

The consultation targets a wide audience, including social housing providers, the construction in-

dustry, municipalities, academia, and civil society. Submissions may include root cause analyses, 

proposed solutions, data, and best practice examples. The participation of young people and vul-

nerable groups is particularly encouraged. The insights gathered will serve as a basis for a poten-

tial EU initiative aimed at improving housing provision across Europe, in coordination with national 

and regional circumstances. 

This contribution to the consultation was prepared and submitted by members of the German As-

sociation for Housing, Urban and Spatial Development (DV) as part of the working group on Euro-

pean Urban and Spatial Development within the DV. 
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Key Areas for Action and Key Recommendations 

We welcome the European Commission’s intention to take action within its own areas of compe-

tence, while respecting the principle of subsidiarity, to address the growing challenges of afforda-

ble housing provision. In Germany households – including those in the middle class – are increas-

ingly facing a shortage of affordable housing in many urban growth areas. Rents have risen 

sharply due to this scarcity, and the opportunity to build home ownership has become largely un-

attainable. A rapid increase in affordable housing is being hindered by the dramatic rise in land 

prices and construction costs over the past 15 years. 

Construction costs have steadily increased due to continuously tightening standards and spiked 

again since 2022 as a result of the war in Ukraine and supply chain issues. Land prices have risen 

sharply since the financial crisis, as yield-seeking capital flowed into real estate during the low-in-

terest rate phase, while the mobilization of new inner-city land remained difficult. As a result, over 

the last 25 years, the cost per square meter of housing has increased by a factor of 2.5. Between 

2020 and 2023 alone, pure construction costs (excluding land) rose by 43%. With the recent shift 

in interest rates, in Germany, rental housing can now no longer be built for less than €20 per 

square meter without subsidies. Developers also face uncertainty due to tightening rent regula-

tions. Against this backdrop, new housing construction in Germany has declined in recent years 

from nearly 300,000 to around 250,000 units per year—far below what is currently needed. 

This affects cities and municipalities of all sizes in almost every region. In contrast, some regions 

face the opposite problem—low rents and prices, excess housing supply, and significant vacancy 

rates. Thus, the reuse and transformation of existing stock and expansion of infrastructure play a 

key role in using vacancies in structurally weaker regions to ease pressure on tight housing mar-

kets and contribute to a more balanced development. 

Regional settlement patterns, housing markets, and the policies, structures, and stakeholders that 

support affordable housing differ significantly among Member States. Therefore, it is appropriate 

that the European Commission designs its measures in a way that takes into account established 

national housing policies and market structures, and supports improved housing provision without 

assuming competences—especially not in rent regulation, urban planning law, or housing subsidy 

systems. 

At the same time, the measures must support the full range of housing market actors in creating 

or preserving affordable housing. This includes addressing the housing and real estate sector, 

which contributes €730 billion in value creation in Germany (19% of GDP), in both economic and 

housing policy terms. In Germany, municipal housing companies, cooperatives, and large private 



 
 

4 
 
 

housing firms play a key role in larger cities. Equally important, however, are private landlords, 

who own two-thirds of all rental apartments nationwide. 

Germany also has well-established and effective subsidy structures—especially through the KfW 

and state-level funding institutes—as well as a strong private real estate financing sector. To-

gether, these institutions ensure that support reaches the decentralized, regionally or locally oper-

ating housing and real estate industry in a targeted way. 

We therefore welcome the fact that the “Affordable Housing” initiative looks beyond the narrow 

focus of social housing to address the broader housing market. 

The interplay of financing conditions, construction cost increases, and capital 

market dynamics 

The “European Affordable Housing Plan” should therefore primarily ensure that established struc-

tures and policies can effectively create more affordable housing—or, in Member States where 

such structures are lacking, help to establish them. This does not require new EU-level regulations. 

Rather, existing European frameworks should be adapted so that regulations—especially those 

stemming from competition law, environmental, or energy legislation—do not hinder the creation 

and preservation of affordable housing. To achieve this, a better balance between ecological, eco-

nomic, and social dimensions is needed to realize true sustainability. 

EU policies should be designed in an integrated and cross-sectoral way to support affordable 

housing provision and resolve existing conflicts between policy objectives and negative interac-

tions between different regulations. Establishing a dedicated EU Commissioner for Housing and a 

specialized task force would be an important first step in this direction. 

Given the immense investment needs—amounting to several trillion euros for new construction, 

refurbishment, and energy-efficient modernization—EU funds should be strategically deployed. 

They should leverage national subsidies and private capital while being channelled through decen-

tralized local structures to ensure broad, tangible impact, and avoid the creation of complex paral-

lel systems. 

For social housing alone, annual investment needs across Europe are estimated at €57 billion1. In 

Germany, depending on the targeted efficiency standards, €150 to €250 billion in investment will 

 
 

1 URL: https://ec.europa.eu/commission/presscorner/detail/fr/speech_23_4797, (retrieved on 02.06.2025) 

https://ec.europa.eu/commission/presscorner/detail/fr/speech_23_4797
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be required just to modernize the existing residential building stock. Achieving the necessary level 

of new construction is expected to require around €100 billion in additional investment capital. 

 

1.  Reform EU State Aid and Public Procurement Law for Affordable Housing in a Practical 

Manner 

The European Commission should fundamentally revise state aid and public procurement rules to 

ensure that measures for creating and preserving affordable housing can be implemented in a le-

gally secure, unbureaucratic, and timely manner. Currently, the application of state aid regula-

tions—particularly the complex and difficult-to-implement exemption rules, such as those for Ser-

vices of General Economic Interest (SGEI)—hinders the public funding of urgently needed expan-

sion in affordable housing. This especially affects the definition of target groups and the preven-

tion of overcompensation. This is even though housing construction does not lead to distortions 

of competition within the EU internal market. 

In its coalition agreement, the German federal government also stated that housing construction 

should be exempted from EU state aid rules. However, if exemptions continue to be required, they 

must be designed in a far simpler and more practical way—especially for public support instru-

ments such as the allocation of land below market value or the granting of direct subsidies. In ad-

dition to strictly defined social housing, the broader segment of affordable housing should also be 

considered. 

Finally, a noticeable simplification of EU procurement directives is necessary for affordable housing 

projects, so that public housing companies can provide urgently needed housing more efficiently 

and in a more targeted manner. 

2. Reconciling CO₂ Reduction and Affordability through the EPBD, EU Taxonomy, and Fund-

ing Logic 

The EU sustainability taxonomy and the implementation of the Energy Performance of Buildings 

Directive (EPBD) must be designed to actively promote private investment in cost-efficient and af-

fordable housing—particularly in the step-by-step energy renovation of existing buildings. This re-

quires moving away from the “Efficiency First” principle, which prioritizes maximum efficiency tar-

gets for both new and existing buildings. Instead, limited resources should be focused on reducing 

CO₂ emissions over the entire building lifecycle. The European Affordable Housing Plan should 
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therefore make it clear that the EPBD must be based on economic feasibility and that its imple-

mentation by Member States must not lead to higher construction or housing costs. 

In addition, the EPBD should be revised in several key areas in the short term. For example, the 

“cost-optimality of requirements” must be defined by the Member States themselves—not 

through a delegated act. Likewise, the 10% reduction in total primary energy demand for zero-

emission buildings compared to existing nearly-zero-energy buildings should be dropped, since 

climate neutrality is already achievable with current new-build standards. 

It is also essential to align the regulatory frameworks of the EPBD and the EU Taxonomy (e.g. with 

respect to using primary vs. final energy as a metric). A reform of the EU Taxonomy is needed so 

that investments in the stepwise improvement of poorly performing buildings—such as upgrading 

from energy class F or G to class B—can be recognized as sustainable. The focus should not be 

solely on high-tech “lighthouse projects” with top standards, but rather on targeted measures that 

offer significant CO₂ reduction at relatively low cost. 

In the interest of true sustainability, ecological goals must be more carefully balanced with social 

and economic considerations across the EPBD, the Taxonomy, and the broader ESG framework. A 

social investment framework could define voluntary reporting standards that help mobilize private 

capital for financing affordable housing. 

Moreover, the focus should not be overly concentrated on the worst-performing buildings alone; 

decarbonization efforts must also continue to support buildings with medium energy efficiency 

levels. The guiding principle should always be the total housing cost, including rent, utilities, and 

energy. If the cost of energy upgrades—refinanced through higher rents—exceeds the actual sav-

ings in energy costs, energy poverty may be reduced, but housing cost poverty emerges. This oc-

curs when low-income households can no longer afford their total housing costs due to rent in-

creases driven by investment requirements. 

The EPBD must therefore consider neighbourhood-based approaches as well as economic and so-

cial feasibility, to ensure that climate goals in the building sector are implemented affordably and 

equitably. This requires reviewing current EU standards, particularly for the transformation of exist-

ing buildings, and designing the “Worst Performing Buildings” strategy to avoid social dislocation. 

Specifically, building owners with low-income tenants must not be overburdened by unmanagea-

ble investment requirements. 
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Without such safeguards, the indirect renovation obligation implied by the EPBD for buildings with 

poor energy ratings could trigger widespread sales—particularly by long-term owners who see the 

financial and procedural hurdles as unmanageable. This, in turn, could result in frequent ownership 

changes, delays in critical renovation work, and the emergence of significant defects that pose 

health risks to occupants. Additionally, a rise in such "problem properties" would lead to major ur-

ban development challenges, forcing municipalities to devote significant resources to restoring 

liveable conditions. 

 

3. Avoid Cost Drivers in EU Standardization and Construction Product Regulations 

Cost-effectiveness and housing affordability must also take priority within the broader formal and 

informal EU framework governing construction standards and norms. The European Affordable 

Housing Plan should therefore include a clear call to avoid cost-increasing certifications and EU 

standards—such as those related to sustainable construction—in the future. Both European stand-

ardization and EU construction product regulations must be streamlined and must not lead to ex-

cessive, cost-driving requirements. Most importantly, they should not evolve into de facto mini-

mum standards for housing construction—comparable to the legal status of DIN norms in Ger-

many, which are considered binding technical rules. 

 

4.  Leverage European Cohesion Policy for Integrated Planning of Affordable Housing 

EU Cohesion Policy should be strategically reinforced as an instrument for integrated urban devel-

opment and infrastructure investment to support balanced spatial development and effectively fa-

cilitate both the creation of affordable housing and the reuse of existing stock—particularly in 

structurally weaker regions. Integrated planning approaches allow for the coordination of housing 

development, infrastructure, social cohesion, climate protection, and land use—making affordable 

housing a central element of sustainable neighbourhood development. In more developed and 

transition regions, Structural Funds can be selectively used for ambitious and complex energy ren-

ovation projects. However, the funding volume available in these areas is too limited to support 

general housing construction—unlike in less developed regions, where substantial EU resources 

are already flowing into the housing sector. 

What is needed is reliable financial support for integrated urban and regional development 

measures and infrastructure expansion across all European regions, not just in structurally weak 

areas. Sustainable urban development and territorial approaches should be firmly embedded as a 
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core element of EU Cohesion Policy to support municipal infrastructure, infill development, and 

the activation of existing building stock. 

In addition, transnational model projects for socially inclusive neighbourhood renewal should be 

specifically supported, to promote cross-European exchange, mutual learning, and the broad dis-

semination of innovative solutions for affordable housing. 

 

5. EU Special Instruments to Promote Housing Construction 

Existing and upcoming EU financing and funding instruments aimed at supporting housing invest-

ments should be deployed in ways that create real leverage and can be applied locally across Eu-

rope. Current instruments from the European Investment Bank (EIB), such as ELENA, target projects 

of a size and scale that suit major cities and large housing providers, but do not align with the 

more fragmented structure of the housing market in countries like Germany—or in many newer 

Member States. The Social Climate Fund also urgently needs to be implemented in a way that al-

lows it to be broadly accessed through national and regional financing and support structures. 

Only then can it effectively reduce housing costs for as many households as possible—an ambi-

tious goal, given the limited funds available relative to the scale of need. 

It is crucial that EU funding does not create parallel support systems with their own eligibility rules 

or rent thresholds that diverge from well-established national systems, such as Germany’s federal 

and state-level social housing programs. Instead, the EU could add real value by supporting the 

development and scaling of industrialized and serial construction and renovation methods through 

targeted innovation funding. 

 

6. Advancing Environmental and Nature Conservation Law to Support True Sustainability 

In order to accelerate, simplify, and legally secure the planning and approval of housing projects, 

excessive and burdensome requirements under EU environmental law need to be revised. While 

maintaining high standards of environmental and nature protection, the proven urban planning 

tools available to municipalities must once again be usable with less administrative effort and legal 

uncertainty. Sustainable settlement development requires a genuine balancing of ecological con-

cerns, land protection, land mobilization (particularly in inner-city areas), affordable housing, and 

the economic viability of investments. 
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In Germany, such balanced policymaking—accounting for these complex interactions—is standard 

practice. However, this approach is increasingly hindered by overly rigid, complex, and non-nego-

tiable EU environmental regulations, which significantly prolong and complicate planning and per-

mitting processes. 

 


