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Summary

This research has examined the German welfare system and the services pro-

vided for people in housing distress in relation to the housing system and the la-

bour market as part of a European Union comparison. It has collected and ana-

lysed existing knowledge, especially empirical data from the European SILC sta-

tistics for Germany, and was engaged in generating new knowledge through

gualitative research in various German regions and with different actors as part-

ners. The research was focussed on the | ast
welfare system.

Policy framework: German welfare reforms have developed within the frame-
work of subsidiarity as a major principle of the federal constitution. The tradition-
ally strong non-governmental sector has become even more important on the
local and regional level in the delivery of services in welfare and housing as a
partner in societal self-determination. On the other hand, federal government
has, while retreating in many fields of action, provided a strong and robust legis-
lative framework for local and case-oriented action, especially for welfare deliv-
ery. Strong network relations between the federal state, the Lander and munici-
palities, and civil society have developed as carriers of welfare policy and pro-
jects and form the basis for action on the local level.

Success and failure of the welfare reform: The welfare system in its present
form, though cuts and restrictions have been introduced on the individual level,
provides for the livelihood of a large majority of those in need. It delivers the con-
stitutionally demanded opportunities for participation in society and the socio-
cultural minimum subsistence, even though levels of support are under constant
review, contested in front of the constitutional court and political issues. A major
element is the division between income related quasi-insurance elements (pen-
sions and the fist level unemployment benefit) and the support for subsistence
and housing cost provided on the second level of social benefits for long term
unemployed or those permanently unable to work. Covering housing cost (after
termination of the insurance period) proves a vital element of providing housing
security and preventing homelessness.

The reforms have contributed to an opening up of employment to the unem-
ployed in strategy of support and demand for compliance. This opening has
proved rather invulnerable to economic crisis cycles, however, at the cost of the
development of a large and growing sector of low paid jobs and working poor,
who are despite work dependent on additional social benefits.



Generally, the German welfare system has proved to be successful in limiting the
effects of societal change and positive labour market effects are attributed to the
reforms. However, the system in its present form has not stopped the growing
income polarisation and the strong growth of income poverty. The opportunities
of Keynesian strategies, which were especially activated in the past in the trian-
gle between the labour service, housing and the welfare system have been
widely abandoned. Even though these are re-surfacing, e.g in the environmental
projects of CO2 reduction as part of the current crisis packages (Konjunktur-
paket) of the federal government and the Lander, the former understanding of the
integration of housing and labour market effects in, e.g. urban renewal, seems to
have moved from the agenda.

The housing system: Also the housing system, which has been built up to a
considerable quantitative and qualitative standard, reaching large parts of Ger-
man society, has been affected by a liberalisation and marketisation. However,
the highly diverse ownership structure and the partly regulated private rental
market, dominated by small owners, has remained a counterpart to large private
financial investors trying to dominate the market. Although weakened through a
decade of privatisation, municipal housing providers, whose prime target is the
provision of honoefs Soai edtmag .,orarpearpglisayi ng an
political role, increasingly providing for lower income and special needs groups.
With app. one million empty dwellings and a regionally declining population, the
housing market is oscillating between an overhang in shrinking regions and a
tight market in growth regions.

Generally housing in Germany is provided by the different market players at a
relatively good quantity and quality, which helps providing a majority of residents
with decent housing. Even though elements of housing are criticised, overcrowd-
ing and severe deficits play only a minor role; however the link between poverty,
unemployment and deficient housing has become apparent in the project.

Social housing, once an undisputed strong element in providing for the low
middle classes (key-workers) has lost much of its importance of physical provi-
sion of housing, even though in some growth regions it still plays a considerable
and important role. A major element of change over the last three decades has
been the virtualisation of social housing through changes in financing (contract-
ing access and regulated portions on the market) and the growing importance of
rent paid within the benefit system according to the Social Code. This has con-
tributed to unemployed and poor people being able to act on the normal housing
market and has proved a patrtial barrier to the further development of poverty
neighbourhoods.



Home-ownership plays an increasingly important role even though Germany
remai ns a r e iheeesearéh siibwsniwti especially for lower income
residents, home-ownership is overestimated as an element of social security, as
first during the mortgage repayment period and second in declining market re-
gions, a financial risk is connected to home-ownership which reduces its welfare
element as saved up old age income. Alternatives to home-ownership, like coop-
erative housing could be serving the welfare element of ownership housing and
provide the flexibility demand of the labour market.

Links between the housing system and welfare are constituted mainly
through the inclusion of housing cost in the social benefit system. This element
provides investor as well as user with security at a time, when rising poverty
could contribute to the deterioration of housing. However, these relations are, as
seen in policy debates about the welfare system, not utilised in a coordinated
manner to the benefit of both systems.

The income poor are also the housing poor as indicated by the statistical evi-
dence, even though the differences in housing for lower income groups in work
and out of work are moderate (and in part even contradictory). Affordability is a
problem for a large group of households who suffer from being near or above the
EU housing overburden rate. However, it is not the poor, who live on benefits
according to the Social Code and have their rents included, who suffer most, but
the income benchmark households just above the benefit, whose disposable
household income is squeezed most by housing cost. Also a risk exists for the
unemployed below one year, who have to cope with reduced income without
coverage of rent, except for the marginal support by the Housing Allowance. High
overburden rates of the receivers of benefits according to the Social Code are a
statistical fabrication, as the system of rent provision is not reflected in SILC data.
Overcrowding is a problem mentioned by the income and work poor more often
than by the non poor. As a consequence of the partly relaxed housing markets,
the overcrowding levels are moderate and cannot statistically made responsible
for an urgent need of housing or homelessness. Physical quality of housing is
generally good, even though the amounts of technical deficiencies in housing
and neigbourhood quality experienced by the unemployed and the poor are
remarkably above the non poor. The relations show only moderate differences
between the quality of access and rent regulated housing and market rentals.
With partially low quantities, a statistical link between deficiencies in the neigh-
bourhood and poverty is difficult to make, partly contradicting domestic research
and the knowledge accumulated in the programme of the Socially Inclusive City.
Only to a limited degree, a direct influence of poverty neighbourhoods can be
measured, even though local evidence proves their detrimental effects on educa-



tion, health, social status and employability. Satisfaction levels reflect the rela-
tively good standards of German housing, even though also here, poverty effects
are obvious. An impact of employment on housing outcomes can be meas-
ured, but is not very marked. Whereas short term unemployed are usually not
experiencing a rapid decline in housing and neighbourhood quality, the situation
of those in long term unemployment is, even though not markedly, worse.

Homelessness and the welfare regime: In concluding upon the research it be-
comes clear that taking the appropriate perspective is an important basis for
judging the relations between welfare, housing and labour market consequences
and the design of strategies and actions to prevent or manage homelessness in
a manner that serves the needs of the clientele. Many of the relations are not
explanatory in both ways. While by statistically not large numbers of residents,
who are encountering problems of bad housing, non effective treatment in hospi-
tals or by social service providers or unemployment are becoming homeless, al-
most all homeless can describe causal chains that include systematic problems
in the welfare, housing and other parts of the welfare system, unemployment and
poverty; usually topped up and interrelated with by traumatic personal experi-
ences on the way to becoming homeless.

The German welfare regime with its subsidiary actor relations spanned out be-
tween state and nongovernmental organisations has emerged as a highly effi-
cient help system oriented at the diversity of the life situation of the clientele.
Over the last decades the interplay between public and nongovernmental actors
has led to a high level of professionalization. Accordingly the numbers of the
homeless have gone down by about half during the last decades, partly also as a
consequences of the widely relaxed housing markets making access to different
types of homes easier. However, a result of the decline in homelessness is the
more and multiple problem affectedness of those remaining homeless, proving a
continuous challenge for the agencies working with the homeless in therapy and
prevention. Also there are strong indications that the help system is challenged
by an increasing number of residents in urgent need of housing or housing con-
sulatancy averting homelessness.

As mentioned before, loss of employment and length of unemployment or hous-
ing market effects alone can rarely be seen as immediately causal for homeless-
ness. But from the case-perspective, these elements are often causal, making
integrated approaches to homelessness and housing emergency cases impera-
tive for the future, despite the apparent success of lowering the numbers of the
homeless.



Impact of the Housing System on Employment: There has been the hypothe-

sis in the research that the housing situation has a supporting or detrimental ef-

fect on employment. Proof of this on the level of data is difficult, because of the

highly differentiated housing system with a variety of different landlords and

blurred housing typologies between private rental, municipal rental, cooperative

and owner-occupied, which all but the last mentioned have elements of market

and access and rent controlled parts included. The understanding was that the

rentsyst em i ncluding strong rentersé rights and
of contracts plays a major role in providing the residents with the long term stabil-

ity that allows them an equal access to the labour market.

While outright home-ownership plays an important role in making households
income elastic to answering to changes on the local labour markets, mortgaged
ownership and ownership in declining regions was seen as highly problematic
with respect to labour market inclusion.

With regards to the overall welfare system the project has show a continuing
over-complexity between the individual sectors. The importance of the nhongov-
ernmental actors lies in their ability to bridge segmentations and departmental
egotism. Care should be taken, not do domesticate these successful organisa-
tions as then their ability to play as partners in welfare delivery could be jeopard-
ised. There was a unanimous demand for better data as a basis for action and a
need for well evaluated and shared experimental projects, especially in the field
of a simplified relation between cases and welfare administrational measures. (In
the foll owi ng t eustallyudedieorderdodascribecttee somplexi s
relation that develops between an individual and her/his socio-economical envi-
ronment.)



PART I: THE CONTEXT

CHAPTER 1
INTRODUCTION

1.1 Background to the project

This report is one of six country reports that form part of the Study on Housing
and Exclusion that has been commissioned by DG Employment.

In its Lisbon Strategy the European Union recognises the possibilities of combin-
ing social protection with greater labour market flexibility in an approach that is

called oO6flexicurityéd to achbpsd@he€onenmgionoy ment a
recognises that Oraising employment | evel s i
growth and promoting socially inclusive econ

States to attract more people into employment through tax and benefit reforms to

remove unemployment traps, active labour market policies and active ageing

strategies."Mor eover, the Social Agenda seeks to s
strategic objectives that include both the promotion of employment and equal

opportunities and inclusion.? More recently the Commission has supported Mem-

ber Statesd efforts O6to mobilise those who ¢
who cannoté [and] has proposed a holistic st

inclusiono. d

However, we have limited knowledge of role of housing in social and employment
policies and outcomes, and the purpose of this project is to analyse the interac-
tion between housing, social and employment outcomes in the context of differ-
ent and changing models of welfare provision and labour market institutions.

1.2 Aims and structure of the Project

The objective of the Study on Housing and Exclusion is to provide evidence on
the interaction between housing, welfare and employment in the light of recent
reforms in the European Union.

'com (2005) 24 Working Together for growth and jobs. A new start for the Lisbon Strategy
2Ccom (2005) 33 final. Communication on the Social Agenda

dcom (2007) 620 final. Modernising social protection for greater social justices and economic cohesion
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It will highlight the role of public policies (i.e. housing, social and employment
policies); individual circumstances; and area effects. The Study will also analyse
the link between housing and employment, including the extent to which housing
policies and conditions impact on labour market outcomes and how employment
status and changes to it affect access to housing in the context of different wel-
fare regimes.

The project is divided into two stages. In the first stage a critical review of existing
evidence was conducted and was presented in the Interim Report (Stephens, et
al., 2009). The second stage consists of the analysis of new evidence, which,
combined with the existing evidence, is presented in this and five other country
reports, as well as in the Final Report, where cross-country comparisons are
made.

1.3 Theoretical Framework

A theoretical framework for the study was established in the Interim Report and is
illustrated graphically in Figure 1.1.

We hypothesise that labour market institutions and social security systems (col-

|l ectively referred to as Owel fare regi meso i
distribution of incomes. Welfare regimes produce different patterns of employ-

ment, poverty and inequality (Boxes B and C) and the evidence suggests that

such relationships are complex, though it does support the idea that the relation-

ship between in-work incomes and out-of-work incomes exert labour market

(dis)incentives.

Levels and patterns of income distribution arising from the operation of welfare
regimes will be a strong determinant of housing outcomes (Box D). Indeed in a
housing system that was based purely on market rental housing we would expect
differences in housing outcomes to mirror income differentials very closely.

Yet there are sound theoretical reasons to suggest that income poverty and ine-
quality need not necessarily result in housing poverty. Housing policy and other
features of the housing system (Box E) may serve to disrupt the link between
current income and housing outcomes. The key public policy interventions that
we identify as facilitating access to levels of housing consumption that could not
be obtained in a system that allocated resources purely by market mechanisms
are as follows:

1 social rented and other rent-controlled housing;
1 Housing Allowances; and

11



1 low-debt owner-occupied housing.

The Interim Report demonstrated that the housing systems in the different wel-
fare regimes place differing emphases on these policies or system features; but
on the basis of existing evidence and the way it has been analysed and bench-
marked it is not possible to establish their effectiveness in terms of housing out-
comes, nor their distributional consequences.

Both the Welfare Regime (Box A) and the Housing System (Box E) have a strong
influence on Relative Housing Deprivation (Box F), which we identify as related
to:

the quality of housing consumed;

the quantity of housing consumed,;

the quality of the neighbourhood in which housing is consumed; and
the cost of housing consumption.

= =4 4 A

In the Interimreportwe establi shed that the mefasur ement

comesd® needs to be conceptualised clearly,
absolute housing standards that we might expect all households to attain in the

European Union, regardless of country; and relative housing standards that re-

late to the norms that apply in individual countries, and which we would expect to

rise with economic growth. It is important that these concepts are properly

benchmarked, that is judged against meaningful comparators. Moreover, we

have also established that it is also important that the findings are interpreted by

being embedded in an understanding of the institutional framework of housing

policy.

On the basis of the (incomplete) evidence it is also hypothesised that the Welfare

Regime and Housing System will causally impact on both the level and nature of
homelessness (Box G), which we identify separately from the other housing out-

comes (not | east because homel essness can
outcome). Thus, we suggested that strong welfare states that deliver relatively

low levels of poverty, especially when combined with strong housing policies, will

lead to lower levels of homelessness than in countries where welfare regimes

deliver high levels of poverty, especially where housing policies are also limited.

Unfortunately, data limitations mean that we cannot at present compare the scale
of homelessness across countries in a systematic way, therefore that part of our
hypothesis which relates to the overall level of homelessness is currently

12
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untestable (though we can in some countries look at trends in its scale over

time). However, qualitative data collected for this and the other national reports is

intended to allow us to test the second aspect of our hypothesis, pertaining to the
6natured of homel essness, which postul ates t
ness will be more important in weak welfare regimes, and individual causes will

be proportionately more important in strong welfare regimes. Likewise, we expect

a broader set of social groups to be affected by homelessness in contexts where

welfare and housing conditions are more difficult. Further, our qualitative investi-

gations should enable us to test our expectation that targeted homelessness in-

terventions can have positive effects even in malign structural contexts.

Finally, we suggest that the housing system can feed back into having impacts
on employment through two routes:

1 the financial work incentives implied by the housing system (Box E);
1 any independent impacts on employment that arise from poverty
neighbourhoods (Box F).

13



Figure 1.1 Theoretical framework

(A) WELFARE REGIME

(tax, social security, labour
market)
(B) SCALE & e (C) LABOUR
DISTRIBU- MARKET
TION OF OUTCOMES
POVERTY &

(E) HOUSING SYSTEM

a) Housing market

b) Key housing policy interventions and
system features:

1. social rented and other below market

(H) INDIVIDUAL

D) HOUSING OUT-

COMES (I) TARGETED INTERVENTIONS
N ON HOMELESSNESS

(F) HOUSING DEPRIVATION
1. Cost of housing

2. Quantity of housing

(G) HOUSING EXCLUSION /
HOMELESSNESS

1. Level of homelessness

2. Nature/causes of home-

Causal relationship

Necessary relation-
______________ ship

" antinnant ralatinn_
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1.4 Methods

The need to embed the analysis of housing outcomes in knowledge of housing sys-
tems provides a key justification for selecting a number of countries from across the
different welfare regime types. A range of regime types was the principal criteria for
their selection; though we also wished to include countries that exhibit different fea-
tures in their housing systems so that we might be better able to identify their rela-
tionship with the welfare regime. The countries selected were Germany, Hungary, the
Netherlands, Portugal, Sweden and the UK (Table 1.1).

Table 1.1 Selection of countries

Welfare Regime Countries Selected Features of Housing System selected

Social Democratic Sweden, Denmark, Sweden |l A&di2NRO (SydzNB yS
Finland system

Corporatist Netherland§, Germany, Netherlands Largest social rentesector; unitary state;
Austria, France, Be Wdzy AGF NBQ NByidlft a

gium, Luxembourg
Germany Small and shrinking social rented sector,

odzi SAGKAY WdzyAdl N

Liberal UK, Ireland UK Significant social rented sector, but long
history of privatisation; legally enfoee
ableK2 YSt SaaySaa N3

system
Mediterranean/  Portugal, Spain, Italy,  Portugal High level of home ¢y S NRA K A ILJS
WwdzRA YSY Greece, Cyprus, Malta AAYQT KA-BUl2 NE 27F &
Transition Czech Rep., Hungary, Hungary W{ dzLJS Nawnekshiprstate

Poland, Slovenia, Slav
kia, Estonia, Latvia,
Lithuania, Bulgaria,
Romania

Total Countries
27 6

Note: (a) The Netherlands is often treated as hybrid social democratic/ corporatist regime

The analysis of Ohousi ndlyfromEUSH® @he BU Stasis-der i ve
tics on Income and Living Conditions). 060utc
physical standards of the property as well as indicators of neighbourhood quality (re-
lating to access to services). These indicators are used to identify absolute and rela-
tive outcomes for each country. The dynamics of housing and employment were ex-
plored in two focus groups. Two further focus groups were devoted to exploring
homelessness and housing exclusion and another to the housing actors i policy and
practice i in Berlin and their dealings with homelessness. The focus groups were
15



supplemented by five individual in-depth interviews with key stakeholders. Vignettes
(standardised Otypical casesd) wergeptampl oyed
interviews to identify the likely experiences of people in particular circumstances. In
all, there were 49 participants in the German qualitative fieldwork, including both
high-level policy makers and practitioners who worked directly with service users.
Participants were drawn from housing, homelessness, employment, welfare, and so-
cial services. Both Government representatives (local and national) and NGOs were
involved. The locally-focused practitioners and stakeholders in Germany were all
based in various regions and represented growth areas as well as regions in decline.
The German team also provided three good practice case studies, included as ap-
pendices to this report.

1.5 Structure of the report

The report is structured into five parts and nine chapters.

Part | deals with the context in which the analysis takes place. Chapter 2 provides an
overview of the welfare regime, which identifies the interaction between the labour
market and tax and social security policies. Chapter 3 highlights the key policies or
system features of the housing system that might be expected to break the simple
link between income poverty and housing outcomes. It provides an overview of the
housing system, including its governance and recent reforms, with an emphasis on
the relative importance of features that might help to break the link between income
poverty and housing poverty.

Part Il analyses the new evidence relating to housing outcomes. Chapter 4 explores
the link between income poverty and housing outcomes and aims to identify whether
the income poor are also the housing poor. It also examines whether particular out-
comes can be attributed to housing policies identified in Chapter 3. The chapter also
aims to identify any trade-offs between housing outcomes and employment incen-
tives. Chapter 5 explores the link between the loss or absence of employment and
housing outcomes and aims to identify whether workless households also suffer from
poor housing outcomes. It aims to identify policies or mechanisms that do protect
workless households from poor housing conditions, and whether there is evidence of
deterioration in housing conditions as unemployment lengthens.

Part Il is devoted to homelessness. Chapter 6 examines how housing, welfare and
employment policies combine in practice to affect the nature and causes of home-
lessness. Chapter 7 seeks to identify how homelessness policy works in preventing
and tackling homelessness and aims to identify areas where public policies might
increase the risk of homelessness as well as areas of good practice.

Part IV focuses on the relationships between housing and employment. Chapter 8
seeks to identify features of the housing system that help or deter employment, and
aims to identify policies that represent good practice in promoting employment.

16



Conclusions are drawn in Part V. In Chapter 9, the evidence is assessed against the
hypotheses outlined in Figure 1.1.

1.5 Methodological remark on the use of EU-SILC data for Germany
and on terminology

Despite the fact that EU-SILC provides formally representative data on a national
level, findings based upon EU-SILC need a critical assessment (Interview with Fed-
eral Statistical Office; Hauser, Richard, 2007). Selective return of questionnaires has
to be taken into account, as migrants, the homeless and other underprivileged
groups are underrepresented. Also important regional differences are not repre-
sented. A comparison of EU-SILC data and SOEP (Socio-Economic Panel) shows
considerably larger groups of households in a materially precarious situation in Ger-
many than EU-SILC (Frick/Krell, 2010).

SILC tables are referring to Below Market Rental as a synonym for social housing.
For Germany it must be stated that traditional social housing and the more recent
public-private contracts over access and rent controlled housing are only partly below
market rent. As a consequence of the methodology of funding, some traditional social
housing is well above market level, while the majority will be on a lower level. The
provision of affordable housing for special needs groups i defined by income or other
denominators i is regulated through the rent support of the Housing Allowance
(Wohngeld) and the inclusion of housing cost in the social benefit system according
to the Social Code (SGB).
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Chapter 2
The Welfare Regime

The aim of this chapter is to provide the starting point for the analysis. Background
information about welfare development and welfare regimes in Germany is given.
Also the forms of welfare policy delivery are explained. Possible links to levels of em-
ployment and distributions of income with regards to poverty are elaborated.

2.1 Introduction

The German wel fare regime is often vuvenderstoo
gory with strong conservative elements of a mainly state driven social security sys-
tem. However starting well before unification, a hybridisation of the (West-) German®
welfare system had started, which has accelerated since then. Some new elements
of a centralisation of regulations and a legal integration of welfare policies have been
introduced, especially in the unemployment benefit system. However, also increas-
ingly elements of the liberal model of the welfare state were incorporated with a
strong turn towards means-tested social benefits and a partial retreat of the federal
state. This has led to new forms of governance that have found their ways into the
delivery of social services with local and regional contract-based alliances between
state, social services and increasingly the market. An important characteristic of the
changes introduced after 1998 is the strong dynamisation of the welfare system, the
labour and the housing markets.

Analysing the welfare regime, two features that are specific for the German situation:

1 Germany as a federal state is bound to the principle of subsidiarity, which is a
guiding element of the constitution (Grundgesetz/GG). The regional states
(Lander), the municipalities and civil society through NGOs play a relatively strong
role in developing social policy and in implementing welfare services.

1 Since unification in 1990, Germany is in a constant process of regional and struc-
tural transformation and the former east-west pattern is substituted by a complex
north-south differentiation.

2.2 Policy Framework

On the federal level, the responsibility for the welfare system and policies lies fore-
most with six ministries. The federal chancellor has a general prerogative for devel-
oping and coordinating the lines of policy (Richtlinienkompetenz). The Ministry for
Labour and Social Affairs (Bundesministerium fur Arbeit und Soziales) bears the key
responsibility for labour policies and legislation, including unemployment benefits and

* The welfare system of the GDR has been incorporated into the western system without leaving considerable
structural traces. Due to higher employment figures, especially women tend to have higher pensions, if their em-
ployment biography has not been interrupted after unification.
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measures against unemployment, for training, the labour and income related old age

pension system and societal participation of the handicapped. The Ministry for Fami-

lies, Senior Citizens, Women and Youth (BM fur Familie, Senioren, Frauen und

Jugend) deals with family matters, including benefits for households with children,

care for children, tyma ngl derolpy ,e sadh ipll darceen G sn &
tem of welfare provision and equal opportunities. The Ministry for Health (BM fur Ge-

sundheit) takes care of the health insurance system and health related services, in-

cluding pricing. The Interior Ministry (BM des Inneren) is involved with issues of

homelessness and migration dealing with public order. The ministry for Transport,

Building, and Urban Development (BM fur Verkehr, Bau und Stadtentwicklung) is

managing matters of regional and urban development and of housing, including rent

policy and the Housing Benefit (Wohngeld). Rent regulations are included in the Civil

Code (BGB). The policies of the type of the Socially Integrated City (Soziale Stadt

and Stadtumbau®) are intended to provide an integrative core of policies for precari-

ous neighbourhoods, also incorporating other fields of socio-spatial action. However,

the integration of programmes and policies across departmental borders has always

been a critical issue (Walther ed 2002) of the Socially Integrative City. Respective
omirrord® ministries on the L2nder | ewel are
sibilities and are overseeing local delivery in the municipalities and counties.

The German welfare regime is based upon Art. 20 paragraph 1 of the Federal Consti-
tution (Grundgesetz) constituting thei-princi
gation to secure a humai ne meculuralmmimunssduandar d
sistenceodo (sozi ok imumm)uThessystera of soEia laves thenrtuiznsi n

this abstract constitutional right into material right, which forms the basis for claimable

social benefits. In a programmatic way, this is formulated in the first paragraph of

Book XII of the Social Code: fidvide those whioh e t a s k
are eligible with the means to |l ead a |ife t

Since the introduction of municipal self-governance during the early 19" century the

German welfare system is multi-layered and clearly distinguishes between the regu-

lat ory | evel and welfare services delivery. R
et.alter 2006) have gained increasing importance in setting a framework for the re-

gional and local administration of welfare measures ever since the Bismarckian wel-

farestate and more so with the introduchonoyndé of t
(Soziale Marktwirtschaft). Especially with regards to the basic social security systems

and poverty prevention, this shift seems to be continuing as federal legislation has

become more important in regulating the local welfare state since the 1990s reforms.
However, the L2nder as a third |l ayer in betw
guasi the joint between the federaldd)wal f ar e

5Thejointfederalandstateprogrammeofth e 0Socially Integrative Cityo6 (Soziale
of building measures and socio-economical development in 571 precarious neighbourhoods in 355 municipalities,
covering all Lander . The pr ogr ambae foauses o the demoalitiorRoé suplbsi | i t at i o
housing in low demand regions and on upgrading urban environments.

19



least due to their influence on legislation and the distribution of taxes (ibid, p. 144).

But there has been and is a fAstrondfard ocal el
state with respect to the fundamental social security system, social assistance for
young peopl e, heal th and munici pal hbousing p

which is mainly reflected in diversified and localised modes of local welfare delivery.
These elements of localised services are also gaining importance as the federal
states and the Lander have been considerably withdrawing from welfare delivery over
the last three decades (Lessenich/M6hring-Hesse 2004). Seeing these developments
between a more centralized regulatory side and a more diverse delivery side, these
authors are stating that the traditional understanding of the German welfare state
needs to be revised, allowing for a better understanding of the new balance between
a central element i also as a reaction to weak European welfare regulations 1 and a
social work approach that reflects individual capacities and local opportunities.

But the constitutional principle of subsidiarity has not only given the local state a rela-
tively strong role in the administration of
Organisations 0 ( F r #HahriesveNdandie) are playing an important additional role in
influencing welfare debates and in developing the modes of governance in delivering

welfare services. They are increasingly providing public social services 7 from child-

care and health to services for special needs groups i within the federally set frame-

work, under public contract, but based upon their individual value systems ranging

from religious affiliation to competing political beliefs.

2.2.1 Post unification dynamisation and differentiation of the German
welfare state

The German welfare state is characterised by rapid change since German unification.
Especially since the end of the extraordinary measures of the early post unification
period of the 1990s, the federal government has been committed to linking welfare
and employment/labour policies in an attempt to reduce the persistently high unem-
ployment rates in Germany and reducing as well as preventing poverty.

Making the welfare state fit and adapting it to demographic change i low birth-rates

and a rapidly ageing society - as well as a changing economy and labour markets,

and more generally to globalisation, was high on the political agenda. The aim was to

keep the core elements of the welfare state T pensions as well as social and unem-

ployment benefits - functioning on a high and at the same time more individualised

and needs related level. The post 1990 reformswered e di cat ed t oi-al |l owi n
zens access to economi c " RepaltorsRowityahd Weath t i ci p a
of the German federal Government 2008) and at the same time to reduce the burden

of soci al expenditure on the federal mudget
tribution towards social and health expenses.
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In the Agenda 2010 (Kindler et alter 2004) the government has set clear targets for

labourandwelf ar e policies. APol i cy that wants to
social exclusion ... cannot be constrained to securing material minimum standards.

Permanent dependence on social transfer leads to a solidification of poverty 1 partly

over generationsi and needs t o be ipvefactoeforthe suécessaf A dec
such a policy is an effective aependemtromi ono, t
transfero. The fse deerdalc agoevde rtnomefiinctonit i nue keey
safeguards against the existential risks related to health, accidents, handicap, unem-

ployment, reduction in earning capacity, need for care and old age through a the so-

cial insurance systems. Furthermore safeguards must be implemented to secure

against social exclusion and povertyw (all q
ever, despite many reforms in the legal system and the practices of delivery, the fed-

eral government statesinitsi We al t h and P @bidethatdgspitReq@mr t 0

siderable success of the reforms on the | abo
increased between 2002 and 2005.0 At Fhe sanm
fare state is effectiveo t htheiancgrhe povertyriskneasur e

Aal so i n comparisgton etsodo otihbe rdand figmilgimdemted A Soci al
transfer measures like the Unemployment Benefit Il (Arbeitslosengeld Il), child-

support, the Housing Allowance ( Wohngel d) . . . 0 iaforareduetienn as t
of the risk of income poverty fAifrom an over a
per cent to 12 per cl8ft for childreno (ibid,

With the 0Age RAdiz 249 théfécus(wAsuwos d two tier strategy of
fencouraging and demandingo( f or dern und f°rdern) ai ming a

tivedo on behalf of the unemployed to | eave b
more passively oriented provision of welfare measures, support should be more cen-

tred on overcomingthefii ndi vi dual i nabilities preventin;q
mar ket o by encouraging those not in work to

ous pay or income from self-employment. A workfare policy was introduced for all

those physically able to take up labour that reacted to the structurally changed labour

markets. Theref or ms of the Agenda 2010 Arestricted
introduced new rules aimed at keeping open the income gap between social assis-

tance recipients and low wage earners, and tightened the sanctions for those refus-

ing a reasonable job or aactivatingd measure
were introduced to provide positive incentives within the social assistance scheme

such as subsidies foremployersaswe | | as empl oyees. 0 (ibid).
primarily targeted at strengthening the first labour market did, however by far not pro-

vide the needed jobs with respect to quantity and quality and thus furthered the ac-

celerated development of a low income labour sector that has continually grown

since the implementation of the Agenda 2010.

® For details see appendix 2: Table on changes in welfare policies over the last two decades
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2.2.2 Changes in responsibility

Dynamisation was also linked to changes in responsibility. Some former federal pre-
rogatives were handed downoft ot hteh ef eLd®enrdaelr siyns t
(Foderalismusreform | and 1), agreed between 2003 and 06. In some fields of poli-

tics, the federal state has fully withdrawn as an actor without much of a public or pro-

fessional debate. Devolution in others is criticised and continually contested as en-

dangering the constitutional target of an equality of opportunities across the country

(Art. 72, 8 2 GG). And indeed the move towards devolution is not unitary. In welfare,

central government has taken on the responsibility for paying living expenses of

those on subsistence benefit for the first time with the Agenda 2010 reforms. This,

and detailed framework legislation on how to activate the unemployed can be inter-

preted as a step towards the centralisation of an important part of the welfare system

in Germany with regards to cl| aOntenthes 6 equal
hand, the delivery of services has been made increasingly flexible through local pub-

lic private partnerships. Inhousingonl y t he o6soci al rsezimle regul at
Mietenpolitik), the housing allowance and the environmental codes have remained

part of federal framework legislation, while any active housing policy initiatives, in-

cluding social housing have been handed down to the Lander Droste/Knorr-Siedow

2007).

The same retreat to a framework capacity and leaving regional and local administra-
tions and the market responsible has been applied to other branches of social policy.
In a clear step away from the Bismarckian welfare regime towards liberal elements,
the government streamlined the traditional corporatist social insurance system. For
the state guaranteed pension scheme, the entry age was raised for future pension-
ers, while pensions were reduced. At the same time, a second strand of a state regu-
lated and tax supported private pension savings system was introduced, albeit on a
voluntary basis. The resulting affordability problem is described by critics as leading
Germany into a future two class pensions system, which eventually also will put an
additional burden on the public sector. Those earning well and affording the private
6second pensiond may remain on top, while a
have to cope wit h-ageiinnomesde¢lowche lavel ofesatial securitg
payments, and secondly will become dependent on additional state and municipal
transfer in order to fend off the threat of future old-age poverty.

While the reforms were argued to give the local level greater power, the devolution of

power and action from the federal to the lower levels has partly led to severe imbal-

ances, as it has not been met by a sufficient transfer of funds to the respective lower

levels. This claim that is made by the Association of the German Towns and Cities

(Deutscher Stadtetag) referring especially to their responsibility for the provision of

housing to those Awho cannot provide for the
housing law) and other elements of social transfer obligations that were handed

down without adequate compensation by the federal lawmaker. Over the last years

the devolution of power in a precarious combination with cuts in income and corpo-
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ratetaxeshas|l ed to a Apoverty of the muniwipaliti:

nicipalities; Bayerischer Stadtetag 2006).
2.3 The present structure of social support and its legal basis

As a result of the reform of the German welfare state, the majority of welfare regula-
tions are codified in 12 books of the Social Code (Sozialgesetzbuch/SGB | to XII) that
have been introduced after 1990. This agglomeration of the welfare related laws
structures the system and has helped curbing the former non-fits between laws. The
SGBs cover the wide range of topics from the Basic Security Benefits for Jobseekers
(SGB II), the Support for Job seekers (SGB lll), joint Regulations for the Social In-
surance Systems (SGB [V), the Obligatory Health Insurance (SGB V), the Obligatory
Old Age Pensions (SGB VI), the obligatory Accident Insurance (SGB VII), the Help
System for Children and Young People (SGB VIll), the Rehabilitation and Participa-
tion of the Handicapped (SGB IX), matters of Administration and Data Security SGB
X), the Nursing Care Insurance (SGB XIl) and Social Benefits (for people in precari-
ous life circumstances) (SGB XII).

The only considerable benefit outside of the SGB systematic is the Housing Allow-
ance (Wohngeld according to WoGG’) which is a means tested contribution to rents,
oriented at income and household size in relation to rent (or mortgages).

A specific right to housing as such is not included in the German constitution, even

though it is formulated in some of the Lander constitutions (Bavaria, Mecklenburg-

Pommerania and others), albeit usually understood more as a constitutional target

than a judicable part of the constitution. However, a right to a decent home is incor-
porated in the legal system of the SGBs, especially in the regulations of SGB Il and
SGBXII, where specific regulations are made.

Since 2005, a two-level social security system prevails in cases of material need.

a) The insurance based Unemployment BendffALGI]

The first level is an earning-related unemployment insurance for dependent employ-
ees. The contribution is paid 50/50 by employees and employers. The maximum pay
period is 12 months; more for older workers. The Unemployment Benefit | has the
prime task of providing a secure bridge between jobs and, in some cases of older
workers, easing the transfer into the pensions system. Additional federal funds are
provided to the Federal Employment Service Agency for training periods and other
wage-replacement measures. ALG | covers 60 per cent of the former net income for
individuals and 67 per cent for persons with children. If below the ALG Il level, addi-
tional claims can be made. The legal basis is SGB IIl.

b) Social assistancetransfer payments of the basic social security system

" Although mentioned in SGB 1, § 68 Nr. 10 as a special case.
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The second levelisameans-t est ed soci al as sdteveangthee, whi ch
basic human physical and socio-c u | t u r a (Kofnere2@0d,$.d 71) and can be

claimed by everybody who is not able to safeguard the basic livelihood under the

condition of testing employability.

1 Unemployment Benefit Il [ALG II] according to the second volume of the So-
ci al Code (SGB I1) on Obsuesdlcéolessithaini ty be
surance payment and is paid to persons capable of earning, who are not able
to meet their livelihood from their own resources. With the introduction of ALG
I, the rules for receipt of assistance have been clearly shaped to induce pro-
spective beneficiaries to return to the labour market. Stricter rules about the
6acceptabilitydéd of jobs were introduced w
to avoid the partial loss of subsidies. Family members (especially children) re-
ceive an additional allowance (Sozialgeld). The subsistence payment to

adults I|ies at 359 0 and 323 0 for pers
schaft). Children (at present and under scrutiny of the federal constitutional
court) receive bet ween 215 and 287 Uabovd cartin mitsd u a | p

and income of household-members is taken into account and can reduce AL-
Gll. Rent (or respective mortgages) and services cost for housing are added
Awithin reasono on a r egi odiletng tlye housifigf er ent
market.
1 Basic security benefits: Paid at old age and in cases of reduced earning
capacity or low pensions according to the Sozialgesetzbuch XII (SGB XII) on
®ublicAssi st anced. The incomes are generally
1 Social Assistance: Continuous subsistence payments according to SGB XII
[Hilfe zum Lebensunterhalt] is paid primarily to persons with long-term illness,
early retired persons and those with pensions below the subsistence level.
The incomes are generally equal to ALGII.
1 Standard benefits according to the Act on Benefits for Asylum-Seekers with
various conditionalities, amongst them restrictions in taking up labour.
1 Benefits of assistance for war victimsaccor ding to the Federa
Assistance Act
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Figure 2.1; Structure of the basic financial assistance system

Minimum social security systems since 2005
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Provisions for old age are made within a federally regulated and earning related pen-
sion system, which has been affected by cuts and a rise in the entry age level. While
compensation for cuts in pensions is offered by a market oriented voluntary second
strand that is supported by state subsidies, below the poverty line pensions can be
upgrades within the second level benefit system.

2.4 Welfare services delivery

Social services in Germany are delivered by public authorities of the municipalities

and counties and increasingly by NGOs under public contract. The NGO sector,

which has become considerably stronger since the post 1990s reforms, is structured

along seven major umbrella organisations that have a joint organisational umbrella

witht he Federal Association of the nongover nme
(Bundesarbeitsgemeinschaft der freien Wohlfahrtspflege (BAGFW)). It is at the same

time lobbying and negotiating the general terms of service delivery with the govern-

ment on a national and regionallevel. A st rong but coetemheledsdc
(Sozialer Dienstleistungsmarkt) of some 60 bn Euro has emerged as a result of the

privatisation of a great part of health and social services delivery (BAGFW 2010; Tre-

berhilfe 2009). Taking over former publicly administered services, e.g. in youth work

and work with the homeless, the NGOs have often become cores of innovation in

their professional fields either because of their engaged professionalism, or when

after the state institutionséwithdrawal reduced funds had to be compensated intelli-

gently on a competition based level.

The organisations cooperating in the BAGFW are:

25


http://de.wikipedia.org/wiki/Bundesarbeitsgemeinschaft_der_freien_Wohlfahrtspflege

Arbeiterwohlfahrt ( AWO) (O0Wor kers Welfared related tc

b. Deutscher Caritasverband ( 6 Car i t as 6 related to the Romar

c. Der Paritatische Wohlfahrtsverband ( a Der PARI T TI SCHEG; a sel

sociation of welfare organisations)

d. Deutsches RotesKreuz( a DRKG6; Ger man Red Cross)

e. DiakonischesWerk( 6 DW6; t he wel fare or gdenomisaati on of
tions

f. Zentralwohlfahrtsstelle der Juden in Deutschland ( a ZWST6; t he Jewi sh
association)

g Vok ssolidarit?at, (the welfare organisation

only in eastern Germany

These organisations have basic formations on the municipal and county as well as on
the Lander and federal level with strong professional sub-organisations dealing with
different sectors of social services delivery, amongst them homelessness.

2.5 Overview over the development of unemployment in Germany

Since the early 1980s, (west) Germany had a considerable and persistent unem-
ployment problem with a peak of about five ml in 2005. With each of the macro eco-
nomic cycles since the early 1970s, peak as well as basic unemployment had risen
so that even as the economy caught up again, more people were unemployed than
during the preceding cycle. The following graph shows the development over time,
not taking hidden unemployment into account, e.g. unemployed persons in training or
other measures of the employment agency (app. 300.000 during the last two dec-
ades). Major reasons for the rise in unemployment until the 1990s were the extension
of people seeking employment due to immigration, the rise of productivity and the
reduction of demand in labour force from a modernising industry. With globalisation,
the export of jobs to low wage countries became an additional element. Also struc-
tural elements of labour policies and collective agreements were seen as discourag-
ing employment at times of an insecure economic situation.
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Figure 2.2: Development of unemployment in Germany
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Source: Federal Employment Agency (2010)

With the post 1990 reforms in social benefits, especially the introduction of ALGII, the
governmentandemployer s® associations are cl aiemi
tween economic cycles and the development of unemployment has been broken up.
It is attributed to the success of the welfare reforms that for the first time since 1967
the unemployment rate at the end of a cycle was lower than at the cycle before
(Government 2008, p. 133), even though the number of employable persons rose in
absolute figures. The report claims that especially the unemployed with individual
deficits on the labour market and in long term unemployment have found more jobs
and were made redundant at a lower rate. There are indications that in the current
economic crisis, the same applies, as the Labour Agency, the Federal Government
and economic research institutes claim the unemployment figures remained unex-
pectedly low in relation to the overall economic data after 2008 (Bundesagentur f.
Arbeit 2010).

These developments, however, must be seen under the conditions of general labour
market changes, which were partly induced by the welfare reforms. A major element
of reducing unemployment outside of the economic cycles is the threat of a partial

l oss of benefits i f a nr e asseekarlebause of wage b
limitations, problematic working hours or conditions or location. Another element is

the over-proportional growth of the low wage sector and the non permanent and par-
tial jobs. Between 2007 and 2008, the number of those employees working for below

ALGllsalar i es and thus entitl ed enbomBadddto 350 n al

mio (IFAB 2010). While most of those receiving additional benefits are working rela-
tively short time, 20 per cent of the receivers of additional ALG Il benefits [Aufstocker]
are full time workers with an income below the benefit level. Also the numbers of jobs
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for companies lending out workers on a short term lease has risen from a marginal
number to three quarters of a million by 2008. These developments reduce the ef-
fects shown in the net numbers of the unemployed and at the same time they explain
why the relative rise in employment is not fully reflected in a reduction of public ex-
penditure for unemployment and social services. While the increase in low paid jobs
and the threat of a benefit loss T and assistance and training for job inclusion 1 are
raising the numbers of those (re-)entering labour, other welfare measures are limiting
the loss of labour in the current crisis. The introduction of flexible time-credit schemes
on a company basis and a fedewal kproe)iboyztao s
companies wanting to keep their qualified labour force, has helped to reduce the un-
employment considerably, albeit at the risk of a steep rise, when these schemes
should finish.

A regional analysis shows that job opportunities vary considerably across the coun-
try. In the shrinking regions unemployment is three times higher as in the growth re-
gions, limiting even the access to low income labour. At the same time, the number of
those entitled to additional benefits (ALG Il) topping up income, are on a rise in the
growth regions as well. Generally, the unemployment rate was considerably higher
and has dropped less over the last years for young people with a low qualification
and migrants, who were less often reached by the measures of the Employment
Agency.

2.6 Overview over the development of poverty in Germany

After the notion that poverty was an outgoing issue was upheld since the 1960s

growth period, it has returned to the agenda
Onew usdédrclaal i nk was seen to the structural
loss of simple industrial jobs and regional distortions resulting in a steadily growing

6basi c un e Debhteswmeoncendrating upon the proportion of those at risk

of income poverty and the socio-psychological consequences of poverty, relating to

those, whose income is at less than 60 percent of the median income.
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Table 2.3: Development of income poverty in Germany
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Figure 2.4: Poverty risk per groups of the population as of 2008 in per cent
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Most affected by the income poverty risk were the unemployed (43 per cent in 2008)
without a qualified job (19 per cent of those at risk), single parents (24 per cent) and
migrants. Above all, two groups are most at risk: young adults and households with
children. In 2008, almost a quarter of those aged between 19 and 25 years had in-
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comes below the poverty risk line; a group that covers the long term unemployment
as well as those in transit between school, training and settling in jobs.

Also the number of children in poverty is seen as posing a serious societal problem,

as it indicates a possible solidification of poverty. For families with three children, the
poverty risk is at 22 per cent and for those with four children and more it amounts to

36 percent, only topped by the risk of single parents, which is at over 40 per cent. It

is seen as especially worrying that amongst those households at risk of poverty with
children, large groups are in employment, often even with more than one earner.

Many of these families are statistically related to low education profilesand 6 d i set a n
to education.d Al | nurhblers lsaee been increasing over the last decade, even

though between 2006 and 08 there was a slight decline in the risk for all groups.

However during the economic downturn poverty risks rose faster than unemploy-
ment, mainly due to the growth in low paid and part tome occupation (Kalina, Wein-
kopf 2010) which is increasingly affecting the former secure middle classes. As in the
following upswing the quantity of households at poverty risk fell less than the number
of the unemployed, to a certain degree labour and income development has been
uncoupled (DIW2010; p.5) to the disadvantage of the poor.

Regionally, the risk of income poverty shows strong differentiations. It is on average
highest in the north-east (22 per cent) and generally in the east (between 21.5 and
17.5 per cent by Land), with Berlin not being excluded (17.5 percent) despite the
considerable development of a government- and capital related new middle class. In
the west and especially the south-west, the risk levels are notably lower with Bavaria
at 11 per cent and Baden-Wirttemberg at 10 percent (Paritatische Forschungstelle
2009).

Other reasons for the rise are:

1. Until now, i.e. before demographic factors will be taking effect at the middle of this
decade, younger people have been finding it difficult to enter the job market.
2. Net average incomes of the working population after inflation has decreased sta-
tistically for app. two decades with a greater loss at the lower end of incomes. The
loss of income has especially affected public sector work, the helping professions,
unqualified work and parts of the service sector. Overall the decline of the net in-
comes of the employed is considereda maj or reason foo- Ger many
nomic development (Hickel 2004).
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Figure 2.5: Average net-wages per month
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3. The

| a st highacemplognsedt has systematically led to an increasing

number of people on the lowest level of social benefits (ALGII) (BMAS 2008,

p.47).

With the income poverty risk before social transfer at app. one third of the population

and at about 13 per cent after social transfer, the German government  '{ Vdealth

and Poverty Reporté 2008) states that Ger man
overal/l ri sk of poverty and also the number
(I'bid, p.16). However, the repor tfamsequavda-es i n
l ent income of | ess than 60 per cent of the
11 percent of the populationd (from 9 per ce
manent deep povertyod6 has remained dtheeady on
population, a number which equals the long-term unemployed or app. 40 per cent of

the unemployed.

2.7 Results of the German welfare reforms after 1990
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2010 onthe labo u r
0despite th
the current

m aamiorgyst thhem Zimmermann 2008). He is stating that
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has been reduced more mark e d libig)d Thése arguments are contested from many
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(Entstaatlichung), the critique from this side is that it is falling short of the needs to

reduce state influence on societal development and the systems t i | |
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http://www.welt.de/wirtschaft/article1208216/Nettoloehne_auf_tiefstem_Stand_seit_20_Jahren.html

cial hammock for those unemployed preferr i ng transf er
the background of the old and new labour movements (especially trade unions) as
well as many actors within the social system (amongst them the churches) criticise
the changes as a turn towards neo-liberal policies. It un-couples social from eco-
nomic development in a way that chiefly benefits the wealthy. While the reform has
been helping to keep wages low, it has curbed benefits to those in need and ex-
cluded many from societal wealth creation. Critics also point out that the positive ef-
fects are smaller and vulnerable to economic downturns or crisis, and that there are
collateral damages, mainly a reduced tendency of consumer activity and a general
fear widening of falling into the discriminatory second stage of the unemployment

benefit system (Hickel 2006).

Figure 2.6 Development of social expenditure 1991 - 2006
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Figure 2.7 Development within the overall welfare system (federal, state, Municipal)
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The graphs show that major the aims of the reforms were not met. Due to the ageing
society, continually high unemployment and the slow growth of the German economy

as well as work related incomes, all elements of social expenditure have risen de-

spite the governmental efforts to curb expenses in this sector. This was the case until

2006 and all indications are that these rises have continued during the current crisis,
even though unemployment as a basis for income poverty has turned out to be less

evident in the crisis than expected. There is, however, one exception, which is of high

relevance for the income and poverty debates. The only element, where the ex-
penses have in fact gone down, is the
the unemployment insurance (ALG 1). The balance of expenditure has shifted in fa-
vour of the employers side and against the state budget and the employed, whose
social benefits have dropped or remained stable at best.

2.8 Conclusion

The traditionally corporatist German welfare regime has changed into a hybrid con-
struction with increasingly strong market oriented elements belonging to the liberal

welfare regimes that were introduced since the late 1980s. In the federal system, a
clear distinction has developed between an increasingly centralised regulatory wel-
fare regime and highly localised modes of welfare service delivery (local welfare re-
gimes), which are strongly influenced by NGOs and civil society. Generally all fields
of welfare provision have been dynamically changing over the last two decades, in-
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troducing a stronger individualisation, means testing as well as demand for participa-
tion and compliance be receivers of benefits.

The major change over the last two decades in the structure of the social benefit sys-
tems is the strict turn towards a labour market orientation, means testing except for
earned benefits of an insurance type and the partial privatisation of formerly strictly
state run elements of social security.

In general, transfer from the welfare sector contributes to reducing the poverty risk,
which is at about one third before transfer and around 13 percent after, however con-
siderably higher for households with children.

The reforms over the last decades have succeeded in activating a considerable
number of people formerly depending on public transfer and contributed to the reduc-
tion of unemployment. However, during the same period and possibly directly related,
average work related incomes have dropped and the number of jobs with incomes
near the poverty level - allowing additional social assistance to be claimed - has
risen.

The data are indicating that some of the reform targets have been met i mainly in-
creased labour market participation. Income polarisation has not been curbed and
many critics of the reforms claim a change in the German welfare state towards
residualisation. This is especially the case for those groups threatened by poverty
and exclusion, who have not been reached by the multitude of programmes, which
local administrations and NGOs have to offer with reduced means.
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Chapter 3
The Housing System

The aim of this chapter is to highlight the key policies and system features of housing
in Germany and to find out what the relations between income poverty and housing
poverty are.

3.1 Introduction

It has been a major target of German housing policy to secure a balanced market
providing a diversity of quality homes for renters and homeowners. In principle, this
has not been changed since the early post-war policy of massively building quality
social and market housing with the support of tax benefits, grants and interest reduc-
tion on mortgages, which continued until well after 1990. During this time federal
housing policies in collaboration with the Lander and the municipalities as well as
public and private investment have led to a relatively good quantitative as well as
gualitative housing situation for a large majority of the population. With over 40 sgm
of space available per capita and above one million empty dwellings the quantitative
housing demand was met and with only a small proportion of homes without the ba-
sic amenities, also qualitative standards were generally satisfactory. The federal gov-
ernment s housing policy thus turned taway af
ing the production of new housing towards focussing on measures to improve the
existing housing stock and to deal with market distortions that were showing up re-
gionally and with problematic effects for certain groups of society. Besides a general
focus on affordability of decent homes through different forms of housing benefits for
those who could not provide for themselves on the housing markets, federal policies
concentrated on problems of urban development in precarious neighbourhoods. After
the devolution of active housing policy to the Lander, these defined their specific
strategies, which in cases of a low pressure on the markets and shrinking population
focussed mainly on improving urban infrastructures and environment. Assisting the
markets in building targeted housing for key needs groups, however, continues to be
on the agenda of some Lander, where the housing markets are under the pressure of
growing demand, especially in the economically vibrant regions with a growing popu-
lation. At present, the main housing and urban development tasks are to deal with
the diversity of social and spatial development that is increasingly leading to a polari-
sation in many cities and on the housing markets. The further development of appro-
priate tools to stimulate and regulate the markets to keep up the relative uncoupling
of housing and neighbourhood quality from individual affordability and the financial
status of poorer households remains as a major issue of German housing policies.
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3.2 Overlook of the housing stock and its access pathways for resi-
dents

Germany had app. 39.3 mio dwellings in 2009 for its 39.5 mio households. The num-
ber of homes has risen due to continuous building by 4.4 per cent over the last dec-
ade, mainly in ownership housing, while rental housing has slightly diminished be-
cause of conversion into ownership housing. During the same period, the number of
households has increased by 0.6 per cent due to a continuing tendency towards
smaller households - despite a shrinking population (bpb 2010); a development that
is forecast as continuing until about 2020 the low birth-rates will eventually lead to a
decline in the number of households.® A majority of German households are living in
multi-family blocks, whereas 28 per cent are living in single family homes and 20 per
cent in two family houses. There are considerable regional differentiations with nine
out of ten households living in block in Berlin and 40 per cent of single family homes
in rural regions.

Figure 3.1 Homes per 1000 inhabitants in Germany
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Germany is still predominantly a country of renters (51.4 per cent)®, which is most

obvious in the urban agglomerations where usually less than a third of housing is
owner-occupied. All rent contracts are legally private rent contracts, usually with an

& The shrinking of the population in Germany, which is estimated to lead from app. 82 mio in 2007 to 67 mio in
2030 includes 230,000 immigrants annually, a figure not realised during the last decade. (Destatis 2006)

® It is unclear, where cooperative housing is placed in this table.
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unlimited duration,* giving renters a strong right over the use of the property. Of the
renters, less than six percent are living in below market rentals (usually access and
rent controlled housing) and 45.7 percent are owner-occupiers, with regionally higher
rates. Accepted as a historical fact and as a well working model of housing for vari-
ous groups of the population, rental housing was never politically discriminated
against, even though throughout the history of the federal republic private home-
ownership was encouraged and supported for middle income groups. Presently a
variety of different rental offers are available at market as well as access and rent
regulated levels, although during the last decades the access and rent regulated sec-
tor has been shrinking considerably. Since 1980 a political turn towards prioritising
home-ownership was taken up by an increasing number of the upper income seg-
ments, whereas lower income groups can usually be referred to quality rental hous-
ing. Whilst home-ownership has risen, it was hardly ever promoted for or taken up as
a major housing model by lower income groups. The number of low income home
owners thus has remained relatively low, also because the acquisition of homes usu-
ally demands high down-payments and a proven income security, requested by the
financing banks.** 1990s federal programmes to privatise homes from the GDR pe-
riod to sitting tenants were generally rejected during and only 7 per cent of the pro-
spective owners accepted the offers despite favourable conditions. Similar projects
on a smaller scale in the west also were not greeted with enthusiasm by the majority
of renters in urban agglomerations.

YExceptions are |imited to the Il andlordsdé own oltidnohousehol

fundamental modernisation. Rent contracts can be terminated on the grounds of rent arrears after two months of
non payment after a court judgement, and in case of a court order to leave the dwelling because of disturbing the
tenancy.

1 with a few exceptions, even public subsidies are paid out through private banks (Hausbank-System) that refi-
nance themselves through the public investment banks of the Lander and, for special programmes, of the KfwW
Bank, the federal investment bank.
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Table 3.1: Households and tenure in Germany™

MR BMR Rent Free Owner- All house- All
occupier holds renters
Single (working
age) 35.9 32.4 21.8 12.0 24.4 35.5
Working age cou-
ple (no kids) 17.1 14.0 12.7 16.8 16.6 16.7
Working age cou-
ple with kids 12.0 13.8 13.7 27.2 19.1 12.2
Lone parent 6.2 9.7 4.3 27 4.7 6.6
Pensioner 25.7 25.4 427 30.5 28.4 25.7
Other 31 48 49 10.8 6.8 33
0,

Row % 455 59 28 45.7 100.0 1006

Base: all households

Source: EU-SILC

The housing markets are characterised by a highly diversified ownership structure,

opening a variety of specific access pathways to housing. In 2007 professional com-
mercial landlords, including public and municipal housing companies, were providing
25.2 per cent of the overall housing stock of app. 39 mio dwellings as rentals. An ad-

ditional 35.6 percent were rented out by private small and amateur landlords and

39.1 percent were owner-occupied homes (GDW 2006). The specific groups of public
(municipal and some remaining state housing companies) are covering eight percent

of the overall stock, which amount to 13 percent of the overall rental stock, with a

large dominance in urban regions and the east. The special form of cooperative
ownership covers six percent of the overall stock, respectively slightly above 10 per-
cent of the rental stock.
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Figure 3.1 Proportion of ownership types
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Source: GDW 2006

Within the group of-lamdl brdwbensedobhmt-t eng 17
ten on a 6hobby basis6é supplementing their w
income. Increasingly the heirs of the first generation of post-war single family homes

are also renting out, as they often have acquired property themselves especially in

regions, were sale-prices are low (Droste 2007). With these landlords, the regional

markets are deciding about the rent-value and, whereas many provide stable in-

comes, especially in the shrinking regions, competition is high and an opening to-

wards lower income renters can be an important option in securing the income. The

professional commercial landlords are divided into private institutional landlords,

amongst them banks, investment funds and others, and ethically or municipally

bound housing providers, namely the public (
erative housing sector, that owns app. 6 per cent of the overall housing stock or 11

per cent of all rental housing provides a share of dwellings for lower middle class
residents and, lately increasi ngl y f or joint buildi-ng groups
Cooperativesd. The maj or singgommamies hakieedegpiteb | i c | vy
the 1990 abolition of the non-profit housing law (Wohnungsgemeinnutzigkeitsgesetz),
continued to act as providers for fbroad str
tain percentage of their property for lower income groups. Where still possible, the

public shareholders are also often demanding the participation in social housing pro-

grammes and to provide additional projects for neighbourhoods and households in

distress (See appendix 1 on the Protected Market Sector in Berlin), reducing the yield

of the public investment to near the former non-profit level. Offering housing on the

lower rent levels to lower income households and re-investing revenue into social
projects in fact reduces tforehelpoallbddgets, hewa ar e h ol
everi s seen as a Osocial dividendd justifying

For many of the various groups of owner-occupiers acquiring a property is still often a
once in a lifetime activity, which consumes a considerable proportion of the income,
until mortgages are repaid. This is the case for outright owners 1 benefiting from tax
provisions i as well as for those lower middle class residents, who have benefited
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from ownership social housing. As there was hardly ever a policy to engage low in-
come earners into homeownership (Knorr-Siedow, Willmer 1998), the vast majority of
homeowners has not been from lower income groups. However this is changing, as
the heirs of older and often lower quality homes are appearing as owners and as in-
creasingly job-loss can become a financial threat during the mortgage repayment
period.

Also with respect to homeownership regional differentiations are apparent. While in
the growth regions, outright homeownership after mortgages is an important financial
asset helping also in periods of economic or individual crisis, in many shrinking re-
gions, homeownership can turn against the residents when homes lose their value.

3.3 Social- or Access and Rent Controlled Housing in Germany

In 1987 there were 3.9 mio social rental dwellings in Germany, well over 10 percent
of the overall housing stock and 16 per cent of rental housing with peaks in the urban
agglomerations. Until the last official housing survey (Volks- und Gebaudezahlung
2001) this stock has melted down to 1.8 mio dwellings and annually, due to the type
of public subsidy contracts, another 100,000 dwellings are losing this status, which
presently is estimated at well below 6 per cent nationally and generally below 10 per-
cent in larger cities®®. Earlier, with lower rates of income poverty threat, about one
third of social housing was seen as the benchmark by housing experts, below which
social policy could not influence the market to provide lower priced housing for those
in need (Duvigneau 2001; Droste, Knorr-Siedow 2009).

Social housing in the Federal Republic was characterized from the early post war
period on by a parallelism of public and private rental, cooperative and for owner-
occupation housing production for large parts of the population, not a special building
programme for the poor, but rather a quality programme for the lower middle classes
in secure labour relations. These dwellings were usually not below market price, as
lower quality older rentals were available at lower rents. The principle of financing
was that a so called cost-rent (Kostenmiete) including financing cost and overheads,
well above market rent (up to three times at certain times), was subsidised down to
near market rents to make the flats available for the period of the public-private con-
tract and for, in the first place, key workers and young families, later also for other
groups, amongst them the elderly. Through income benchmarks in combination to
building subsidies the dwellings are made available to those who can legally claim
the status of a social renter or owner. This system leads to social rents on the lower
levels of the market, but not below the market rents. In effect, a considerable number
of social renters and owners can claim additional housing assistance, especially the
general housing benefit (Wohngeld). The lock-in period of controlled rent is usually
between 15 and 45 years. After this period, the dwelling enters the market and is only
subject to the general rent framework regulation and otherwise freely marketable.

13 More robust figures are only to be expected after the census in 2011.
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Social housing is not restricted to new buildings: After the mid 1960s in addition to
building new social homes, urban renewal was introduced with public funds being
made available for private buildings in exchange for access and rent regulations.
Later, in some Lander, in an attempt to avoid agglomerations of social housing, even
individual flats integrated into market housing have been increasingly contracted with
landlords; in some Lander, this is at present the major social housing strategy.

With the German system all types of investors and owners were integrated into social
housing production, although there is a decisive change from public housing compa-
nies as the main actors towards increasingly private investors and owner-occupiers.
A special situation occurs for former social housing of public housing companies at
the end of the lock-in period. By contract with the public shareholder, these dwellings
or often only a certain proportion, remains as quasi social housing under near similar
conditions of access and rent control. However, this is at the public shareholders dis-
cretion and often municipalities reduce the controlled share to a minimum. A similar
logic was applied to the former east German mass housing, which has partly also
been turned into s sort of quasi social housing.

The former bricks and mortar oriented social housing has been abandoned already in
2001 and exchanged for a diversified system of federal (until 2006) and Lander
funded measures. This shift away from object oriented social housing towards differ-
ent forms of provision for the subjects in need of access and rent-controlled housing
has been an important feature of social policy change in Germany. From then on it
would make sense to follow the land Berlin to turn from the term of social housing to
frent and access regulatedohomes. The overall policy change is also reflected in the
relatively small number of new homes entering social housing, some estimated
35,000 per year, in contrast to the 100,000 leaving this status. The privatisation of
large parts of the publicly owned housing stock during the 1990s and early this dec-
ade is another implication of the state abandoning the concept of social housing in a
physical sense (Haussermann 2006). At present, the amount of homes under direct
municipal influence that could be activated for the poor, housing emergency cases
and the homeless has diminished considerably (Stephens/Elsinga/Knorr-Siedow
2008; Knorr-Siedow 2008).

3.4 Regional differentiation and market overhang

There is a strong regional differentiation in German housing already described that
has been described in chapter 2 between the growth regions and those declining,
which are strongly influencing the housing opportunities in general and those of the
homeless in Germany. While in the growth regions it is becoming increasingly difficult
to provide affordable housing and access for the homeless, in the eastern and other
old industrialised regions, a quantity of about one million vacant homes are available,
many in an easily inhabitable quality. The demographic factors of an ageing and
shrinking population and migration towards jobs have overridden even the drastic
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federal and Lander programmes that have lead to the demolition of well above
300.000 empty dwellings so far.

With respect to the opportunities for the homeless and those threatened by home-
lessness, the regional differentiations are resulting in problematic consequences.
Where it is easier to find jobs, often in the lower income sector, housing is the most
expensive, e.g. in the large productive agglomerations in the south-west and metro-
politan regions. Where housing is often easily available, jobs are scarce and taking
up work is often linked to below sustainable income or the need for long distance
commuting. Often, devalued property even forces residents into a lock in situation,
making the inclusion in the labour market difficult. When the sale of homes that have
not left the mortgage repayment period is only possible with a loss i resulting in unaf-
fordable indebtedness 1 the acquisition of a new home is often virtually impossible.
Then residents often chose to remain unemployed in their homes and regions in low
wage jobs or unemployment, rather than opting for a better paid job and a jeopard-
ised housing situation. In these cases, outright ownership coinciding with a loss of
value may become a trap.

3.5 Conclusion

Housing in Germany belongs to the policy fields that have undergone a rapid change during the
last decade. Since devolution of housing policy to the Lander in 2006 virtually no federal
housing policy exists and also a change has taken place from subsidising bricks and
mortar towards a virtualisation of social housing by subject subsidies that can be ap-
plied within all market sectors on the basis of individually tested needs. On the
Lander level, a wide variety of different policy strands are pursued. While e.g. some
Lander have abandoned initiating any form of social housing altogether, others are
actively pursuing varying forms of social housing policies, mostly through access and
rent control on a public private contract basis.

Over the last five decades housing policies have led to a relatively good quantitative
as well as qualitative housing situation for a large majority of the population. Seven
features of the system can be detected that are the main denominators of the relative
success of the system and an easing of access problems for the homeless and those
in urgent need for housing:

1. The long tradition of public-private partnership in building and in improving the
housing stock has lead to a great variety allowing access for the various needs
groups. However, regionally and for certain groups of residents, even despite the
market overhang of one million dwellings, markets have remained tight.

2. Rents provide a secure permanent home, as long as rent is regularly paid** with
no difference between private and public rental. With the wide variety of landlords
there is a competitive market, which in many regions allows renters as well as

14 Very limited exception, amongst them tha the owner (or family members) want to personally use the dwelling or
that the dwelling is to to be demolished.
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landlords a secure partnership and calculated income-housing expenditure rela-
tions. Despite the post 1980 turn towards prioritising home-ownership, lower in-
come groups can usually be referred to quality rental housing.

3. The proportion of low income home owners has remained relatively low. Espe-
cially in urban regions and with older renters and younger mobile groups (both of-
ten without heirs due to the change in reproductive behaviour), homeownership is
often not a desired option, as during the savings and mortgage repayment period,
homeownership tends to be considerably more expensive than rental, even on a
life-span perspective. Programmes to privatise homes from the GDR period to sit-
ting tenants were rejected during the 1990s by the market as only 7 per cent of
the prospective owners accepted the offers despite favourable conditions.

4. The special form of cooperative ownership has remained strong providing app. 11
per cent of secure quality housing under flexible contracts for the lower middle
classes.

5. With a probable exception between the late 1960s to mid 70s, social housing was
always of a high quality, even part of federal policy to promote good standards in
housing. It still, after the end of the lock-in period, provides a basic stock of (rela-
tively) affordable housing.

6. Rent regulations through a strong legal framework (part of the Civil Code BGB)
has provided private rentals as a long time safe type of housing and has encour-
aged a variety of private investors to seek their place in the variety of markets.
The legal framework and the astonishingly persistent traditions of the German
housing markets have also prevented housi ng
speculative investment.

7. With the introduction of the non discriminatory housing benefit (Wohngeld) during
the 1970s and through the practice of paying rents (including service costs and
heating) within the different strands of social assistance (within certain limitations,
which are varying slightly according to Lander and municipal policies), access to
decent housing has been made available also for the majority of the lower income
groups in different sectors of the market from private and public market rental to
social housing.

8. Until past 2000, public investment into market, rent and access regulated housing
was never only understood to be an element of housing or social policy. From the
first OFuture I nvestment Programmed in 197:
urban infrastructures was always seen as a public support for the overall econ-
omy and especially for the labour market. This Keynesian approach at stabilising
the labour market especially for low-skilled labour in the building industry has re-
peatedly overridden strict housing economical logics; the so far last example be-
ing the support for new housing and stock-rehabilitation after German unification
even after it became apparent that housing in the east would exceed demand.

While these elements have led to a relatively satisfactory housing situation overall,

political influences on the system after the late 1980s and increasingly since the

1990s have also led to a generally stricter marketisation of the housing environment,
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tightening the perspectives of those in urgent need of housing, which need to be
countered on a municipal level (see Good Practice Example Protected market Sec-
tor).

44



PART Il: HOUSING OUTCOMES

Part Il of the country report focuses on the housing outcomes of the welfare and
housing systems and on whether housing, poverty and employment status are sys-
tematically connected. Do income poverty and unemployment directly lead to poor
housing conditions? To what degree do policies on housing and social security influ-
ence housing outcomes? To capture the outcomes of policy instruments existing in
German housing and welfare, selected EU-SILC variables form the basis for the
analysis. They reflect national data on tenure, household type and whether individu-
als are living in households that are in poverty or at poverty risk [see the methodo-
logical remark].

Chapter 4
Poverty and Housing Outcomes

In this chapter the aim will be to find out, whether the generally good German hous-
ing provision is generally affordable and also extends to poorer households. It is also
asked whether there are links between the poverty risks and poor or precarious hous-
ing that could lead into homelessness. The overall distribution of tenure and house-
hold type in relation to income and housing benefits is described. Then affordability in
relation to the quality of housing and neighbourhood is examined. There is a focus on
the housing standards of individuals living in poor and non-poor households. Finally,
the analysed EU-SILC data of housing outcomes are related to the main questions of
this chapter, whether the income poor are also the housing poor and whether hous-
ing outcomes can be attributed to any particular housing policies.

4.1 Introduction

With regards to the welfare policy impact on housing, two forms of housing support
exist on a national basis. The Housing Benefit (Wohngeld) supports mainly the lower
income groups above Social Benefit level income according to the Social Code.
Within the Social Benfit according to the Social Codes for the long term unemployed
and the disabled, the second support system takes effect. Within certain limits, the
full rent is covered within the system. Whereas the Housing Benefit is included in the
SILC data, the housing support provided with the social benefit system, covering app.
five million individuals (TNS-Infratest 2010), is not.

4.2 Tenure types and housing distribution according to income

Table 4.1 provides an overview of tenure by income deciles in Germany. Whereas

t he r ent withis the Ieverancoene deciles is higher, also more than a quarter
of the higher income deciles are renters. On the other hand, app. three quarters of
the owner-occupiers are members of the higher income groups. These data reflect
that although home-ownership is strongly related to income, income in Germany is by
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far not the only denominator for the decision to rent or buy. This is also a reflection of
the fact that there are only limited quality differences between rental and ownership
housing.

Table 4.2 relates the poverty distribution, tenure and household types. The highest
share of individuals in poor households after housing costs live in the market rent
sector (49 per cent). Among those the largest proportion is found amongst working
age singles (71 per cent) and single parents (61 per cent), most likely a consequence
of lower priced housing often being found in older market rentals. The relatively low
share of poor individuals in social rental dwellings compared to their share in market
rental dwellings cannot necessarily be attributed to low rents, but to the fact that this
type of housing is also rented by households, whose income later in life rises above
the eligibility threshold with usually only minor rent rises as a consequence. The rela-
tively high number of owner-occupiers amongst the poorer households should be
understood as an indication that the risk of poverty is not clearly related to the form of
tenancy. These data are reflecting that more family households with children are liv-
ing as owner-occupiers and that the poverty risk is significantly related to family struc-
ture. Amongst the poor owner-occupiers, working age couples with children (59 per
cent) and pensioners (49 per cent) are the outstanding groups; indicating that home-
ownership especially amongst lower income households does not reduce the risk of
poverty considerably. Results from the housing focus groups indicate that lower in-
come groups in rental or ownership social housing are i e a stirisk wf rent arrears
and in need of reducing their living standard, when e.g. employment of household
members is lostd When additional issues like an illness or family breakup arise, ac-
cording to the Focus Group on Service Provision (local), even the risk of homeless-
ness rises considerably, as lower income groups have less elasticity within their in-
comes to change expenditure patterns (Focus Group Housing National).

Table 4.1: Tenure by equivalent household income decile in Germany

lst 2nd 3rd 4th 5th 6th 7th 8th 9th 10th
MR 574 | 532 |458 |387 |367 |329 |344 |325 |266 | 255
BMR 9.2 88 63 7.0 6.1 4.2 4.7 29 24 17
Rent free 52 32 3.0 3.9 16 21 21 23 14 0.9
Owner- 283 | 348 |449 |503 |557 |608 |588 |623 |697 |720
occupier

All renters 66.5 62.0 52.1 45.7 42.8 37.1 39.1 35.4 28.9 27.1

All individuals; Source: EU-SILC

Table 4.2 Household type and tenure amongst individuals in poor households (AGHC)

MR BMR Rent Free Owner- All renters
occupier
Single (working age) 70.8 9.0 3.1 17.0 79.9
Working age couple (no kids) 56.0 5.3 1.3 37.3 61.4
Working age couple with kids 34.3 5.2 1.9 58.7 39.5
Lone parent 60.8 12.9 15 24.8 73.7
Pensioner 40.6 6.5 4.3 48.7 47.0
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MR BMR Rent Free Owner- All renters
occupier
Other 29.3 4.9 4.3 61.5 34.2
Total 48.5 7.2 2.8 41.6 55.7

Base: all individuals in poor households (AGHC)

4.3

Housing costs and affordability

@ he Germans are spending a relative high ratio of their incomes on housing
and the ratio of housing cost has risen faster than incomes over the last 30

years in

t he

we st

and

denburg Association of Housing Companies BBU)

af t e rBerinfBrah-i

Taking into account the EU housing cost overburden rate of 40 per cent of income,
housing costs in Germany are generally relatively high. Table 4.3 shows that above
41 per cent for all households are above this benchmark. For those living in market
rental as well as access and rent controlled housing it is even higher at 47 per cent of
the income. Generally owner-occupiers have lower relative housing cost than renters,
but it must be taken into account that for Germany there is no division in the data be-
tween the phase of mortgaged ownership and the period after having paid off the
mortgages. Whereas during the mortgage repayment period of usually 17 to 25 years
the gross housing cost is above rental housing, only after repayment of mortgages
there is a considerable decrease. Whether rent or ownership are leading to a lesser
or higher accumulated burden over time thus is highly dependent on the entry age
into home-ownership, which is on average about 38 years (LBS Research 2009),
while it should be below 36 years (BFW 2010) to lead to a saving in contrast to rental.
Especially for lone parents and working age singles, the figures are indicating that
homeownership does not help reducing the affordability risks connected to falling in-

come.

Table 4.3: Average per cent net income spent on net housing costs by tenure and

household type

MR BMR Rent Owner- All house- All rent-
Freel5 occupier holds ers

Single (working age) 51.3 51.6 325 43.1 49.0 51.4
\I:\i’;sr;"”g age couple (no | 4, g 38.1 [25.5] 33.6 375 41.4
Working age couple 38.6 40.4 275 325 345 38.8
with kids

Lone parent 49.5 48.7 [22.3] 42.0 46.8 49.4
Pensioner 51.7 52.8 28.6 36.6 434 51.8
Other 38.5 [45.7] [] 27.7 30.8 39.7
Total 47.7 47.9 28.9 34.9 41.4 47.8

Base: all households

® The housing cost figures for the Rent-Free residents are explained by the fraction of all residents (2.8 percent)

living rent-free.
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Source: EU-SILC

Table 4.4: Average per cent net income spent on gross/net housing costs by poor/ not poor

Average per cent netincome Poor | Not Poor | All households | Ratio Poor: Not Poor
spent on
gross housing costs 64.5 36.8 41.6 1.8
net housing costs 63.4 36.8 41.4 1.7

Base: all households/ Source: EU-SILC*®

fA share of 40 percent of income might be affordable for those better off,
who usually pay below this margin. But it is unaffordable for middle and
lower income groups, who often have to pay much more. That owner-
occupiers pay a higher price was understandable at a time, when housing
investment meant saving for old age. At a time, when homes in marginal
regions are unsalable and chaining one to a region, new forms of rental or
alternative ownership should be developed. At least rental should not be
talked down by politicians. The benefits of ownership are often just false
promises.o (Interview Berlin Brandenburg Association of Housing Compa-
nies BBU))

Individuals living in poor households spend disproportionately more of their dispos-
able income on housing, i.e. almost two times more than individuals living in non-poor
households (Table 4.2). Lone parents, pensioners and singles at working age, living
in rental housing, pay most for housing from their disposable incomes. This unfa-
vourable relation between income and housing cost is partly attributed to the fact that
the dwellings available for poorer households, e.g. less attractive flats, have a ten-
dency towards higher rents per sqm and faster rent rises as a consequence of the
rent legislation that allows rent rises every time there is change of tenants.

Table 4.5: Per cent individuals living in households whose net housing costs > 40 per
cent net income by poor/ not poor

per cent individuals living in households | Poor Not All house- Ratio
whose: Poor holds Poor: Not Poor
gross housing costs > 40 per cent disposable
income 74.2 24.8 31.7 3.0
net housing costs > 40 per cent net income
(EU housing overburden rate) 72.4 24.2 30.9 3.0

Base: all individuals/ Source: EU-SILC

Tables 4.5 and 4.6 show that being affected by the EU housing overburden rate dif-
fers extremely between poor and non-poor individuals and according to the form of

16Diﬁ‘ering figures are quoted as 6éown calculationd based on SIL
portion of the fAgross cold rentodo f or hoehddidtare)dssgivemiatt h an i n
43 per cent in the west and 39 per cent in the east, which would be nearer the EU threshold.
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tenure: there are three times more poor individuals than non-poor individuals whose
housing costs more than 40 per cent of net income.

Table 4.6: Per cent of individuals living in households whose net housing costs >40
per cent net income by tenure and household type

MR BMR Rent Free | Owner- All All
occupier house- renters
holds

Single (working age) 50.9 50.2 27.2 40.9 48.0 50.8
Working age couple (no

kids) 31.9 29.0 [16.6] 26.7 29.0 317
Working age couple

with kids 25.7 318 16.2 23.0 24.0 26.5
Lone parent 45.9 47.4 [-] 44.1 44.8 46.1
Pensioner 47.6 51.3 18.1 29.3 36.7 48.0
Other 27.4 [37.5] [] 17.4 20.6 29.2
Total 38.4 40.5 19.5 25.3 30.9 38.6

Base: all individuals/ Source: EU-SILC

While not even every fourth individual living as non poor owner-occupier in a house-
hold of a working age couple with kids (23 per cent) has net housing costs over 40
per cent of net income, more than e.g. every second pensioner living in subsidized
housing exceeds this threshold (51 per cent), indicating the need for the remaining
older rent and access regulated homes to remain available for lower income resi-
dents above the poverty threshold.

But even though housing cost seems generally high, these figures as such do not
reflect the drastic consequences of the regional differences for poorer households.
The average housing cost is app. double in the affluent south compared to the east
and higher by a third than in western old industrialised regions. This leads to very
differentiated regional patterns of housing availability. Whereas key workers, e.g. with
the police, hospitals etc, easily find decent housing in the shrinking and stable re-
gions with a market overhang, renting or acquiring a home in the growth areas and
some urban agglomerations is difficult for all but higher income groups. A The | ack of
affordable housing is a major reason for the city of Munich, to continue funding social
housing as otherwise we would lose our key workers to the peripheral municipalitieso
(Focus Group Housing National).

4.5 Poverty by Tenure

Whereas up to a quarter of all renters are at risk of poverty across all SILC statistics,
the poverty risk accumulates with the lone parents and the pensioners. Single work-
ing age renters are at poverty risk before and after housing cost with over one third.
Owner occupation as such is significantly less often connected to a poverty risk;
however the figures do not take the difference between mortgaged and outright own-
ers into account. Amongst lone parents high housing cost reflects in an only small
reduction in the risk factor with owner occupation and also with pensioners, there is

only a small reduction.
49



Table 4.7: At-risk-of-poverty rates (after net housing costs) by household type and
tenure in Germany

MR BMR Rent Owner- All house- All renters
Free occupier holds

Single (working age) 33.1 35.5 39.3 23.8 31.4 33.3
Working age couple 171 14.9 [9.1] 11.8 14.4 16.9
(no kids)

Working age couple 16.0 15.0 12.2 115 12.9 15.8
with kids

Lone parent 38.2 40.6 [22.4] 36.0 375 38.6
Pensioner 24.1 315 23.7 20.3 22.4 24.9
Other 15.0 [12.1] [-] 8.7 104 14.5
Total 23.2 24.4 20.1 14.1 18.3 23.3

Source: SILC data, Base: all individuals

4.6 Housing allowance and the inclusion of rents/housing cost in the
benefit system and the consequences for poverty threat and homeless-
ness risk

There are two major policy tools to reduce the housing cost burden and to allow
those eligible an affordable access to decent housing. The Housing Allowance
(Wohngeld) is the major instrument to relieve lower middle income groups from over-
burdening housing cost (Bundesregierung 2008, p.91). Including rents/housing cost
for owner-occupiers within certain limits into the social benefits system (SGB Il and
XIl) serves to secure housing for those who are long term unemployed or unable to
work for social or health reasons.

AHousing All owance is good for those who
reform it was quantitatively just a joke. This seems to have changed now,
however at high public cost. ' n many gr owt h

a transfer of funds to landlords, who are able to raise rents unrelated to in-

comes. Elsewhere the allowance serves to keep people in non discrimi-

nated housingandt o keep up with maoeuphHoasmgnceo ( Foc
National)

The main target groups of the Housing Allowance are low income workers, the short-
term jobless, and receivers of smaller pensions with incomes above the eligibility for
social benefit according to the Social Code. About 88 per cent of them are renters
(Bundesregierung 2008, P. 92). The Housing Allowance (Wohngeld) should allow
eligible households to either acquire otherwise unaffordable but fitting dwellings, or to
sustain rent rises without having to leave the dwelling. Only about 3 per cent of all
individuals are in receipt of Housing Allowance (above 4 per cent after the change in
2009), not taking into account that urban regions have a much higher proportion of
Housing Allowance receivers. Next to pensioners in access and rent controlled hous-
ing, lone parents represent the highest share of recipients: 14 per cent of lone par-
ents living in market rental housing and 10 per cent living in below market rental
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housing are claimants; indicating that the allowance is a well target to support certain
needs groups. With the support varying between very small to not very significant
sums for 2.8 per cent of the overall number of households, however, the Housing
Allowance serves as a minor assistance. Only the individuals living in market rental

housing benefit from an appreciable benefit (SILC data).

Table 4.8: Housing Allowances by tenure in Germany

MR BMR | Rent Owner- All house- All
Free | occupier holds renters
per cent individuals living in house-
holds in receipt of Housing Allowance* 4.9 6.2 03 0.9 2.7 51
Housing Allowance as per cent of .
housing costs** 0.8 [1.1] [-] [0.1] 0.5 0.8

Base:* all individuals; ** All households in receipt of Housing Allowance
Source: EU-SILC

Statistically there is a small increase of the incomes after housing benefit for all
household types, which is attributed to the small number of receivers of Housing Al-
lowance. However this group has been extended by a change in the regulations in
2009, which is not yet reflected in public statistics.

Table 4.9: Per cent individuals in poor households by tenure

MR BMR | Rent Free Owner- All rent-
occupier ers
Before Housing Costs 56.3 9.2 4.5 30.0 65.5
After .Net Housing Costs (i.e after 48.4 71 28 417 555
Housing Allowance)

Base: all individuals in poor households

The inclusion of the claimantsérent/housing cost into the social benefit systems is the
major instrument to secure decent housing for those who are permanently or tempo-
rarily unable to earn for their subsistence, mainly the long term unemployed and citi-
zens with inherent disabilities to work. Rents/housing cost are paid for app. 5 million
individuals in Germany and the sums handed out accumulate to a large proportion of
the overall social budget as 1 for single person households i the accepted housing
cost is higher than the subsistence benefit.

For 87 per cent of the receivers of social benefits according to the SGB Il and XIl, the
rents and services are fully covered within market or below market housing. While a
clear division of numbers between those claimants living in market and below market
rental housing is impossible, the clear assumption is that a large majority of the
claimants are living in market rental housing. Only appr. 12 percent are owner-
occupiers.

According to data of the federal labour agency (Bundesagentur, Statistical report
2010), the agency handing out the social benefits according to the SGB, the Unem-
ployment Benefit Il serves as a considerable element of reducing the poverty risk,
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although the included rent subsidies do, especially in high rent regions, not fully

cover the rents. 13 percent of the receivers have to either support their housing cost

(on average by 18 0a4) from the funds they rec
(Bundesagentur, statistical report 2005) or leave for a lower priced dwelling, if avail-

able. For those receivers of the benefit, who find it impossible to acquire a dwelling

within the price limits, the housing cost not covered, cuts deeply into the anyway tight

budget.

Table 4.10 Gap between covered and paid rent for ALG Il receivers

Factual housing costs |Accepted costs Accepted as percentage
per recipient of factual costs
Net cold housing cost 236 Euro 227 Euro 96 per cent
Heating 44 Euro 37 Euro 85 per cent
Services and consumables 51 Euro 49 Euro 97 per cent
Sum 331 Euro 313 Euro 95 per cent

Source: Bundesagentur fur Arbeit 2007

Despite the gap, under certain circumstances, the inclusion of the rent/housing cost
can be a cause for a reluctance of poor households to enter work. This will most
probably not be the case with smaller households, where the subsistence part of the
benefit remains to small for many not to enter into a well paid labour above the
amount claimable above rent. The same will apply for those larger, where some per-
sons have an opportunity for well paid and secure work. In these cases, the housing
cost being part of the overall benefit may not be a decisive factor. However the
benefit system can be a disincentive in those cases, where the household income
through labour cannot be expected to provide enough to cover both the rent/housing
cost and the paid subsistence benefit. In the Focus Group Housing and Employment,
it was argued that especially for larger households with a low qualification and thus
reduced employment and income opportunities, who are living in low income regions,
the incentives t o wothrskne ehddeeh idthebheusd,itismott e d. A Wi
very likely that an income can then be generated by the potential earner that covers
both the subsistence and the rent part of the benefit. ... While it is understandable
that some people are not even thinking of finding scarcely available work it is rather
surprising, how many of these families are seriously seeking jobs to leave the benefit
system (Social worker from a de-industrialised western region). 0

Table 4.11: Income for subsistence and max housing cost according to Social Code,
(2009, Land Berlin)

Household status Subsistence | Max housing cost| Combined Housing cost in

social bene- | relation to com-
fit bined benefit
One adult person 359,00 378,000 737,00 51,3 %
Single parent one child below 6 years (a) 704,00 444,00 1148,0 38,6 %
Single parent one child between 7 and 13 a 617,00 444,00 1061, 0( 41,8 %
Single parent, 2 minors between 7 and 13 a 919,00 542,00 1461,0 37.1%
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Household status Subsistence | Max housing cost | Combined Housing cost in
social bene- | relation to com-
fit bined benefit
Couple without children 646,00 444, 00| 1090,00e 40,1 %
Couple, one child below 14 a 862,00 542,00/1368,0 39,6 %
Couple, two children below 14 a 1.077,0 619,0001696,0 36,5 %
Couple, two children above 14 a 1.221,0 619,00/1840,0 33,6 %
Couple, 3 children under and above 14 a 2.154,0 705, 00 2858, 0 24,6 %
Source: SenlAS Berlin
4.7 Quality of housing and neighbourhood
OEspecially in those L ®cceseandrénhcat- ar e

trolled housing, it is important to develop targeted home for special needs
groups. Whereas the concentration on ownership social housing often is
a hidden mis-subsidy for emerging middle classes, single parents, older
residents and people with health and similar problems are in need of af-
fordable homes. For them often new access and rent controlled housing
is still unaffordable. Too often targeted new housing has to be offered on
the market, as it is over-priced for the target groups. (Focus Group Na-
tional Homelessness Organisations)

To identify poverty-related differences in the quality of housing, poor and non-poor
individuals are compared. If the income poor are also the housing poor, there should
be significant differences in housing and neighbourhood quality. The following tables
T relating housing quality criterions to poverty status, tenure and in one case house-
hold type - show problems of individuals with regards to housing as well as
neighbourhood qualities, local facilities and utilities.

Overcrowding is relatively low, especially in comparison to only 30 years ago. It is
related to the poverty risk status as table 4.12 shows. 7 per cent of poor individuals
live in overcrowded accommodation according to EU-standards, but only 2 per cent
of the non-poor individuals. The percentage of individuals reporting a subjective
6short age eiffis canpideraldetandaf cincern to poor as well as non poor
individuals. However, the different regional development trends amplify the income
related disparities. Whereas in some shrinking regions, space is easily available at
low cost, overcrowding is significantly higher in the growth regions.

Table 4.12 per cent individuals living in overcrowded accommodation

Poor Not All households Ratio Poor: Not
Poor Poor
EU 6overcrowdingd| 7.0 2.0 2.7 3.6
Subjective standard : reporting
O0shortage of spac¢l29 7.5 8.2 1.7

Base: all individuals/ Source: EU-SILC
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Also the relatively high standard and quality of housing is reflected in the SILC data.
At present, 3 per cent of Germans judge their homes as in need of fundamental re-
habilitation, while about 27 per cent see partial needs for improvements and a major-
ity of 70 percent sees no need for upgrading (TNS-Infratest; SOEP 2010). Various
aspects of housing deprivation according to EU-SILC data are provided in table 4.12
and in general support these figures. However, the share of individuals reporting
physical standard problems differs considerably between the non poor and the poor,
who generally report about twice the case-number of deficiencies. 6 ehting/cooling
problems of the dwelling® ar e r e pmajortprebdem despitathe relatively
high environmental standards. Almost every third individual (29 per cent), 42 per cent
of the poor and 27 per cent of the non poor are reporting this problem, which will be
partly a reflection of constantly rising heating cost, adding an incalculable burden on
households as a O0second rent 0.

Concerning each indicator, more poor individuals report the respective problems than
the non-poor. 61 per cent of the non poor residents are not claiming deficiencies,
while only 40 per cent of the poor are reporting no problems. A big difference be-
tween poor and non-poor individuals arises in households affected by more than one
deficiency, although the general share of residents affected by a number of problems
is generally low and there is only a small group of individuals, where income poverty
also means housing poverty according to the technical status of flats and buildings.
This small, but severely deprived group refers to a specific household and tenure
type. Individuals living in the below market rent sector are deprived more than twice
as much as owner-occupiers (56 per cent to 25 per cent), which may be a reflection
of the ownership structure with some small owners as well as some privatisers reduc-
ing maintenance (Knorr-Siedow 2008). Working age single persons in the below
market rent sector, lone parents (68 per cent) living in market rental housing and
working age couples with children in market rental housing (62 per cent) by multiple
deficiencies. In contrast, only 25 per cent of all individuals living in owner occupied
housing are deprived on one or more alternative housing quality indicators.

Table 4.13: Quality of housing facilities

Per cent individuals living in households reporting: Poor Not All Ratio
Poor house- Poor: Not
holds Poor
6l eaking roof, damp wall s/
window frames or fl oord 20.2 12.0 13.1 1.7
problems with the dwelling 83 3.8 4.4 2.2
6no bath/shower and no ind 04 0.2 0.2 2.7
0i nadequate electricity onl4a 7.3 8.3 1.9
6dwel l ing not co.mfor.tably 418 26.6 28.7 16
comf ortably warm in winter

Base: all individuals/ Source: EU-SILC

in Germany heating and insulation are the main problems with good insulation often leading to damp housing.
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Table 4.14: Per cent individuals living in households deprived on one or more alterna-
tive housing quality indicators by tenure

MR BMR Rent Owner- All house- All rent-

Free occupier holds ers
Single (working age) 61.8 67.2 52.3 34.8 55.9 62.4
\l:\i/(;)ging age couple (no 56.3 58.9 | [36.9] 24.5 413 56.5
\l:\i’(;’srki”g age couple with | &) g 59.5 68.2 26.7 385 61.5
Lone parent 67.5 64.2 [52.2] 36.6 58.5 67.0
Pensioner 385 47.3 15.6 17.8 26.7 39.4
Other 60.5 [62.2] [-] 22.4 32.7 60.8
Total 56.4 59.5 45.0 24.6 39.0 56.8

All individuals/ Source: EU-SILC

4.8 Neighbourhood quality

fDespite low statistical counts on average, in B. the housing market analy-
si s and t he g o-gpatalmongaringGlow thad the city is fal-
ling apart. Even though technically most housing is above a decency
threshold, areas have developed, where investors get a high yield even for
neglected housing, as people are locked in there. There is a market over-
hang, however these dwellings are either totally run down, badly situated,
or increasingly above marketability.o (Interview market analyst for public
investment bank of a Land)

Constraints in neighbourhood quality exist for poor and non-poor households (Table

415 O Noi sed i s {1 dndsomplesastdealtemiho- probéem (27 per cent

of all househol ds) waddaktrsmé, i siopepaceted by
households. The share of individuals living in households in poverty and reporting

environmental problems is slightly higher than the share of individuals living in a

household not in poverty.

Table 4.15: Per cent individuals living in households reporting...

Poor Not Poor All house- Ratio Poor: Not
holds Poor

0n0|senfrom nei ghbgdg 353 25 8 271 14
street o
problems with the d ,-q4 212 218 12
grime or other envi
6crime, violence or ;g4 11.4 12.4 1.6
areabd

Base: all individuals/ Source: EU-SILC

Table 4.16 allows a closer view of the neighbourhood quality: In general two thirds of

all individuals report no neighbourhood quality problem (64 per cent). The ratio be-

tween poor and non-poor households is almost balanced on the national level, al-
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though the socio-spatial monitoring in some agglomerations shows a different picture.
The poorer neighbourhoods are also those with the gravest socio-spatial deficits as
was reported in the focus groups and shows up in various examples of a differenti-
ated urban monitoring (Soziales Stadtmonitoring Berlin, Sozialatlas Hamburg,
Stadtmonitoring Munich). Throughout Germany there are over 350 outstandingly
problematic neighbourhoods, which have been included in the joint programmes for
neighbourhood improvement that were developed by the federal state, the Lander
and municipalities to curb further polarisation and respective socio-spatial conse-
guences (Bernt/Holm 2009; Bundestransferstelle Soziale Stadt 2010).

Table 4.16: Per cent individuals living in households reporting 1, 2 or 3 neighbourhood
qguality problems

Poor Not Poor All households Ratio Poor: Not Poor
0 55.2 65.6 64.2 0.8
1 19.2 16.1 16.6 1.2
2 18.4 14.0 14.6 1.3
3 7.3 4.2 4.7 1.7

Base: all individuals/ Source: EU-SILC

4.7 Accessibility to neighbourhood services

It is assumed that accessibility of neighbourhood services is an indicator for the qual-
ity of the neighbourhood. Problems are experienced with postal services (26 per
cent) and public transport (22 per cent). The share of those reporting difficult acces-
sibility to other services is considerably lower, and differences between the poor and
non-poor individuals are small.

More than half of all individuals report no problem in accessing neighbourhood ser-
vices (54 per cent) and only 1 per cent of all individuals report difficulties in accessing
each of the services. The ratio between poor and non-poor households is almost bal-
anced, showing no special disadvantage of the poor in their neighbourhoods. How-
ever, also these data, representative for the country as a whole, need correction on
the small scale level, where service quality in neglected neighbourhoods is often
markedly worse.

Table 4.17: Per cent individuals living in households reporting some or great difficulty
accessing:

Poor Not Poor | All households Ratio Poor: Not Poor
grocery services 11.0 8.4 8.8 1.3
banking services 145 12.7 13.0 1.1
postal services 27.5 26.1 26.3 1.1
public transport 17.8 23.1 22.4 0.8
primary health care services 13.7 11.0 11.4 1.2
compulsory school 9.3 10.8 10.6 0.9

Base: all individuals/ Source: EU-SILC
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Table 4.18: Per cent individuals living in households deprived on one or more quality prob-
lems by tenure

MR BMR Rent Owner- All households All renters
Free occupier

alternative housing quality

N 56.4 59.5 45.0 24.6 39.0 56.8
indicators

t”oerfhbourhmd qualityindica- | 446|520 | 27.9 28.5 35.8 455
access to services indicators 39.4 40.7 57.4 50.3 45.8 39.5

All individuals/ Source: EU-SILC

4.9 Overall satisfaction with the housing situation

Taking the overall good housing situation into account it is not astonishing that a
large majority of residents is satisfied with their overall housing situation. But while 15
per cent of owner-occupiers are generally critical towards their housing situation,
about 20 per cent living in rental dwellings are not satisfied; not a negligible figure.
Comparing poor and non-poor individuals (table 4.18), there is a clear tendency of
the poor at 22 per cent being critical in contrast to 16 per cent of the non poor. These
data are an indication that, albeit on a relatively low level, negative aspects of the
housing situation of the poorer are culminating in a slightly higher rate of dissatisfac-
tion.

Table 4.19 per cent of individuals living in households not satisfied with their housing
conditions

Poor Not Poor All house- Ratio Poor:
holds Not Poor
trilgrtéatlsfled with their housing condi- 218 16.0 16.8 14

Base: all individuals/ Source: EU-SILC

4.10 Conclusion

The overall good housing situation in Germany is reflected in the provision of homes
by the varied markets and also in the opinions about the quality of the homes and the
housing environment. Satisfaction rates are considerably high as well as technical
standards. At the same time, there are significant differences in the housing and
neighbourhood quality for the various income groups and housing of the poor is
judged as markedly inferior to that of the middle classes and better off groups. It is
evident that the poor are not housed as well as the better off, but finally satisfaction
differs only lightly and in the judgement about the physical quality of the homes, the
not poor are even more critical than the poor, most probably a consequence of the
higher quality demand expressed by the non poor.

It is @ major question, of this section, whether there are direct links between housing
provision and the material status of residents and whether the housing market and
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housing related policies have worked to uncouple income from the provision of de-
cent housing, or, in the worst case, even contributed to inducing poverty.

The figures are strongly indicating that the income poor, especially those income
groups living on the benefits according to the Social Code are also strongly overbur-
dened with housing cost. However these figures need to be commented. They do not
as such indicate a housing market or housing policy induced poverty. For those with
an income making them eligible for social benefits according to the Social Code, the
high overburden rates are rather a consequence of the German benefit system,
which allows for relatively high maximum rent/housing cost to be paid in addition to
the subsistence payment. For singe eligible persons, e.g. a housing burden exists of
51 per cent. This is not as a consequence of a high housing levy, but of the relation
between the approved subsistence contribution and the accepted maximum
rent/housing cost, which should allow the beneficiary of social benefits to acquire de-
cent housing on the markets. Thus, a high housing cost burden for the receivers of
social benefits may probably be an indicator for low subsistence payments, but does
not in itself mean a reduction of disposable income below the subsistence level that
is set according to the Social Code®®. In fact, not those poor who are beneficiaries of
social benefits suffer most from excessive housing cost, but those who are just not
eligible for either the Housing Benefit (Wohngeld) or rent inclusion in social benefits:
They are under a threat of a considerable housing induced limitation in their everyday
livelihoods.

Caution is needed in interpreting the high affordability risk that shows up in the data
due to the fact that the major element of housing assistance for the poor is not re-
flected in SILC. But despite this problem it is still clear that housing is a costly ele-
ment of livelihood of large groups and that those with a low elasticity within their in-
come are comparatively burdened. However, it seems that there is no directly hous-
ing induced poverty, but more of a tendency for a housing induced budget squeeze
for the earning lower middle classes, who belong to the working population with a

6 n o r intared@nd the receivers of lower pensions slightly above the poverty line.
Whereas the poor have their housing cost covered through the inclusion into the so-
cial benefit system, the Housing Benefit has only lead to a marginal improvement for
those lower income residents who pay for their own rent or housing cost before 20009.
Whether this has changed after the changes in Housing Benefit in 2009 is unclear, as
some of the improvements have again come under threat in 2010; notably with de-
bates about cutting the benefit inclusion of some elements of housing cost, namely
energy. At present, a direct poverty risk through the net housing cost, topped up by
the O6second rentd of ser vichongsleadwddusnginand ene
duced poverty in the sense of a need to change household behaviour against reason
T saving on food and health and culture spending i appears most with those slightly
above eligibility for the social Benefits according to the Social Code.

8 As a consequences of a Constitutional Court sentence a debate about whether subsistence payments accord-
ing to the Social Code are adequate to allow a decent life, is going on in the political arena.
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A severe housing induced poverty risk also affects those who are eligible for benefits
and help, but do not claim. The largest groups among these will be lower income
pensioners and people with individually or socially induced difficulty in claiming bene-
fits, amongst them considerable groups of the homeless and those directly threat-
ened by homelessness.
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Chapter 5
Employment and Housing Outcomes

5.1 Introduction

This chapter aims at identifying the relationship between loss or absence of employ-
ment and housing. The major question is, whether the loss of a job directly or indi-
rectly leads to a rising danger of housing poverty and, in extreme cases can, lead to
homelessness. Again, like with regards to the relation between income poverty and
housing poverty, in addition to the housing consequences of precarious job-relations,
the two stages of support for the unemployed will have to be taken into account. The
basis of the analysis are EU-SILC data, which confronted with the results of the focus
groups.

A close relation between poverty risk and unemployment is confirmed by the data.
While among not poor households in most cases someone is in safe employment (90
per cent; table 5.1), only in 46 per cent of poor households someone is in work now
or has been during past 12 months. The share of low-paid workers in poverty even
increases about 10 points, if the income is recalculated with housing costs. In con-
trast, the share of poor individuals in households where no one was in work during
past 12 month decreases from 37 per cent to 29 per cent, if housing costs are taken
into account as a consequence of housing cost being part of the benefits for the long
term unemployed. The indications are that the working poor are more the housing
poor than (long time) non-working.

Table 5.1 Length of time out of work and poverty before housing costs

Someone in Someone in No one in No one in No onein No one
work now and work now work now work now work ever
during past but for less but some- | but someone during worked
12 months than 12 onewasin | was in work past 12
months work for 6- for 1-5 months
12 months months
Not 90.0 24 1.4 0.4 55 03
poor
Poor 45.8 9.3 4.0 2.0 37.4 1.5

Base: all individuals who live in households with at least one potential worker/ Source: EU-SILC

5.2

Employment Status and Tenure

Only since the 1980s all adults in German households are in work (65 per cent),

while in 23 per cent of the households only some adults have a work related income.

In 12 per cent of households no adult is in work. The highest share of workless
households is in the below market rent sector (24 per cent), while among owner-

occupiers most are in work (66 per cent). Analysing the tenure status by employment
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pattern (Table 5.2), the distribution of unemployed individuals becomes clearer. The
tenure type with the highest percentage of households where all adults are unem-
ployed is the market rental sector, while most households with some adults in work
are the owner-occupiers, indicating thatthere 6 t h e

f a mistil prévails.

Table 5.2 Employment status and Tenure (column per cent)

m a {wmnebwithechildren

MR BMR Rent Owner- All house- All renters
Free occupier holds
All adults in work 65.7 52.2 68.7 65.7 65.1 64.0
fvg:'lle adults in 18.8 23.4 19.4 26.5 23.4 19.4
No adults in work 15.5 24.4 12.0 7.8 11.6 16.6
Row per cent 36.8 5.2 2.2 55.9 100.0 41.9

Base: all individuals who live in households with at least one potential worker™/ Source: EU-SILC

To obtain a differentiated view on the relationship between labour market participa-
tion and tenure type, graph 5.1 shows different employment patterns by the length of

(un-) empl oyment

The

now, but in work some time ago) are predominately living in rental housing, while the
hy are fredomnantlya nd  dur i
owner-occupiers %°. Unemployment and short-term employment is clearly higher

among tenants than among owner-occupiers, most probably because amongst them
self employed and qualified workers, including the public sector, are more dominant.
Also, prospective home-buyers with unsafe incomes and without a robust down-

payment are often not successful in obtaining a mortgage.

o6wor k ric

h 6

househol

ds

Figure 5.1: Length of time out of work and Tenure status
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% The relatively high share of owner-occupiers where no one ever worked (40per cent) cannot be explained.
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5.3 Employment Status, Housing and Neighbourhood Outcomes

The figures about the long-term unemployed often spending more than half of their
overall income on net housing cost* (table 5.3: 52 per cent, while households in
work pay about one-third less (37 per cent) relates directly to housing cost affecting
the poor and the non poor, but must be seen under the same systemic influence of
the two stage unemployment benefit system (compare pt 4.4). However, the burden
of housing cost in comparison to overall income clearly increases with the length of
unemployment due to the smaller amount available after the first year. There are
more than twice as many individuals living in long-term workless households than in
households in work, who reach the housing overburden rate (net housing costs > 40
per cent of net income), which is not fundamentally changed by the Housing Allow-
ance (Wohngeld).

Table 5.3 Average per cent net income spent on gross/net housing costs by employ-

ment

Average per cent
net income spent
on

Households
in work

Households
not in work
(<1 year)

Households
not in work
(>1 year)

Ratio not in
work (<1
year): in

work

Ratio not in
work (>1
year): in

work

21 Taking into account that they receive a sum for subsistence and a sum for housing cost.
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Average per cent | Households | Households | Households Ratio not in Ratio not in
net income spent in work not in work not in work work (<1 work (>1
on (<l year) (>1 year) year): in year): in
work work
gross housing costs 36.8 46.1 53.0 1.3 1.4
net housing costs 36.7 45.7 52.0 1.2 1.4

Base: all households/ Source: EU-SILC

The long-term workless households are also living in lower housing quality than
households in work; reporting deficient sanitary facilities and heating as well as over-
crowding on a considerable level (table 5.4). Fewer individuals in short-term unem-
ployment are reporting problems with the flat than individuals in long-term unem-
ployment; which probably reflects the need to turn to lower quality dwellings after the
change from the first year of unemployment to the second stage of benefits according
to the Social Code. However, the data do not explain why short-term jobless experi-
ence more difficulties with overcrowding.

The share of individuals reporting neighbourhood problems is only slightly higher
among long-term unemployed than working individuals, whereas almost the same
neighbourhood conditions are experienced by short-term jobless and working indi-
viduals. The pattern concerning access to neighbourhood services does not provide
a clear picture. According to the data, workless households are not more disadvan-
taged with regards to access to neighbourhood services. But concerning dwelling
and neighbourhood quality in general, especially long term unemployed households
are experiencing poorer housing conditions than households in work and also
households out of work for less than 12 months. Housing conditions are experienced
as deteriorating with the duration of unemployment. These data and especially the

occurrence of @r i me

, vi ol ence

or

bydhose aok im vgork, cantbe t h e

seen as an indicator for the solid urban socio-spatial polarisation that has not been
averted despite the intense programmes of the Socially Inclusive City typology.

Table 5.4 Quality of housing facilities, neighbourhood quality and accessibility to

neighbourhood services

by employment status

Households | Households | Households | Ratio not Ratio not
in work not in work | notin work in work in work (>1
(<1 year) (>1 year) (<1year): year): in
in work work
per cent individuals living in overcrowded accommodation:
EU 6overcrowd 2.3 7.8 5.5 3.3 2.3
Self-r eporting 6
spaceb 9.3 13.9 12.4 1.5 1.3

per cent individuals living in h
tion indicator):

ouseholds reporting problems with the flat (Alternative housing depriva-

6l eaking
walls/floors/foundation, or

. . 13.5 18.1 18.9 1.3 1.4
rot in window frames or
flo
6t oo dar k, n o 4.4 45 7.8 1.0 1.8
0i nhadequate e 8.0 10.8 13.1 1.4 1.6
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Households | Households | Households | Ratio not Ratio not
in work notin work | notin work in work in work (>1
(<1l year) (>1 year) (<1 year): year): in
in work work
pl umbi ngd
6dwel l ing not
cool in summer time or not 29.4 33.3 37.1 1.1 1.3
comfortably warm in winter
ti med
per cent individuals living in households reporting problems with the neighbourhood:
onoise from n 26.4 27.6 32.8 1.0 1.2
from the stre
problems with the dwelling:
0 p o | | gdnmeiomoother 21.4 20.7 241 1.0 1.1
enviir onment al p
6ecrime, viole 11.6 16.6 17.9 1.4 15
ism in the ar
per cent individuals living in households reporting some or great difficulty accessing:
grocery services 7.7 10.7 10.9 1.4 14
banking services 13.1 11.4 12.7 0.9 1.0
postal services 25.9 22.3 25.0 0.9 1.0
public transport 25.0 21.6 17.4 0.9 0.7
primary health care ser-
vices 11.3 12.1 12.2 1.1 1.1
compulsory school 12.4 7.9 9.7 0.6 0.8
per cent individuals living in households:
not satlsfl_ed with their hous- 16.8 13.8 229 08 14
ing conditions

Base: all individuals/ Source: EU-SILC

5.4 Housing problems emerging at the intersections between work and
unemployment

With regards to employment and housing outcomes, three groups are considered

most at risk. Households with a low and especially with a continuously changing in-

come are in danger of not fulfilling market requirements and are highly vulnerable to

rent increases. For those unemployed, during a first year of unemployment in the

household?, a reduction of the unemployed earner s
per cent with dependent children) must be compensated. If eligible, the household

can claim additional the Housing Benefit (Wohngeld) within its general limits. Those

long term not in employment or handicapped and not eligible for Unemployment

Benefit | are subject to support according to the Social Code, which means that their

housing cost, within the accepted limits (cost and size), are fully covered.

Whereas the payment of housing cost for those unable to work or long term unem-
ployed according to the Social Code provides them with generally secure housing on
a long term basis, debating the vignette about the relation between loss of income

= Taking into account the length of employment and the age of the unemployed. Generally one year if employed
previously over 24 months, older unemployed may get Unemployment Benefit for longer periods.



and the danger of homelessness with the experts showed that the time which follows
the loss of employment is a period of increased vulnerability. On the one hand, the
decrease of income by app. one third can bring about affordability problems for the
year of unemployment insurance payment (ALG 1), especially when housing cost, as
rent or as mortgage repayment and services, had been at or over the affordability
benchmark even before the job-loss. A wide margin opens between those with low
housing cost and those who had their income over-stretched even when earning. The
latter is often the case, when high housing cost coincides with high accumulated
depts for other purchases, as they often appear during the start up of families. When,
like in some old-industrialised regions, more than one person in the household and
their supporting networks have lost their job, the financial problems even become
more urgent. Especially during the first year of unemployment, when only the rela-
tively marginal Housing Benefit (Wohngeld) can be claimed and the unemployed are
depending on savings and are, in a financial crisis, at the mercy of financing institu-
tions (mortgage banks etc.) it can happen that housing related debts are mounting up
to a level, which finally can lead into the loss of a home. Repossessions are generally
rising noticeably during periods of high unemployment. Whether this leads into home-
lessness or back into rental housing then strongly depends on the individual case.

In principle this precarious situation changes, when the second stage of unemploy-
ment benefit starts and housing cost, within the specific limits, become part of the
claimable rights according to the Social Code. However, it was reported that at the
intersection between the two systems, often long periods of uncertainty emerge that
endanger the payment and respectively housing even though un-denied claims for
support exist.

Renters as well as owner-occupiers are equally affected by the overall problems of
having to cope with reduced incomes early on in unemployment. However the situa-
tion becomes especially precarious for owner-occupiers in those regions, where over
the last decades, house prices have fallen well below buying prices of previous times.
Then the emergency sale of a dwelling that has become unaffordable can lead into a
financial disaster. At prices down by half (or investments not reflected in the price) it
can easily happen that the loss of the family home is accompanied by high debts to
be repaid into the future.

During the focus groups, the experts remarked that whereas in some regions afford-
able housing according to the set criteria is easily available, in regions under pres-
sure of economic growth, the market is often so tight that affordable dwellings are
hardly available to reduce housing expenditure. This is especially aggravated in re-
gions, where rent and access regulated dwellings have become scarce after massive
privatisation of publicly owned housing stock and the quantity of rental housing for
lower income residents does not meet the demand; a problem even greater for those
nayway discriminated against on the market, namely migrants.

The focus groups also dealt with the problems of first time or re-entering the housing
market with a changing income and housing related problems of re-entering labour.
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For these gr ou pFecusiGaoapcLecaltHaubirig Providgrg) of (he tenant
is essential, be it on the limited access and rent regulated market, or in private rental.
Whereas the housing provision experts are claiming that, as long as documented,
any reasonable income would lead to a contract, the social-experts and interviewees
from the client side are claimingthati ncr e a s i ntgil gfotosvGagupe_ocal
Housing Providers) financial arrangements must be presented.

5.5 Loss of employment - High risk of entry into dependency on public
support

d.0 years ago this person would have been able to work without social as-
sistance and Housing Allowance, but with the steady loss of net income
over the years, in 2009/2010 an increasing number of untrained labourers
are in need of permanent public alimentation. And this is reflected in all mi-
lieus, in housing and in society.d(Focus Group National Homelessness
Agencies about a first time renter with small income).

Experts from housing companies considered particularly the group of low-income

earners to be the most problematic target-group. The low-income earners, wbhaon 0

too much to receive state benefit, but not enough to actually afford theirflatd ar e 1 n
claimed to be in deepest hadwakingtarget-ggoups.d t houg
According to the focus groups, a strong risk is involved especially in the cases, who

before taking up work, have claimed the full rent/housing cost. When after taking up

work, they are only marginally above the threshold, often having a lower disposable

income than before. Consi dering this, Athe | arge number
jobs above claim thresholds shows the desire to work, which is partly independent of
the income generatedo (Focus Group Soci al N a

5.6 Conclusions

With the increasing marketisation of housing and the privatisation of large lumps of
the municipal housing stock, formerly available means to overcome pressure in the
relation between labour and housing have been drastically reduced over the last
decades. Formerly common housing or housing finance provision by employers, es-
pecially for key workers, has become a negligible quantity and social housing as well
as speci &l abwing peobpke and families at lower market cost have also
been drastically reduced in most regions.

The general links between labour market and housing are not so clear, even though
the long term unemployed are clearly also living in lower quality housing than those in
employment.

The major risk factors for housing related to employment are:

1. The length of unemployment in connection with the status of the unemployed.
While long term unemployed have their housing cost permanently covered within
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certain limits, short term unemployed have only the Housing Benefit to compen-
sate for their income loss. Especially towards the possible turn from the unem-
ployment insurance (ALG 1) to the benefit according to the Social Code (ALG II)
households can get into a fix that endangers their rental or ownership housing.

. The situation of the working poor with incomes marginally above the limits for
rents being covered according to the Social Code (Aufstocker) is critical. For
them, the portion of income paid towards housing not covered by any subsidies
may be greatest. For low income workers, entering work can have the conse-
guence of less disposable income than in long term unemployment, if they leave
the full coverage of rent/housing cost.

. Administrational problems as they are often occurring in the periods between em-
ployment and receipt of unemployed benefit (ALG 1), and later between ALG | and
receipt of ALG Il, are partly producing an arrear risk. As expert knowledge of the
benefit system and cl a ithose massironeed ang im tlas-
ger of building up debts are often failing to claim their legal rights, putting housing
in jeopardy.

. During the phase of accumulation and repaying mortgages, while a very high pro-
portion of housing cost in relation to income is spent, owners are often highly vul-
nerable to income reductions. In cases of a tight budget, this leads to an in-
creased danger of repossessions. For owners, especially those who have earned
above average incomes before becoming eligible for unemployment benefits ac-
cording to the Social Code (ALG II), a problem arises almost regularly, when the

property i s above 06a s madveéredibyatheihdusing tostme 6 ,

cover of the Social Code and either has to be sold or financed (partly) from the
subsistence benefits.

. The regional differentiation of markets leads to a trap for those unemployed, who
have to sell in declining markets due to unemployment either because they want
to leave the region or are forced to do so by the municipal administration as a
precondition for receipt of the social benefit according to the Social code. In the
first case, the price received does not provide adequate funds for acquiring a
dwelling in high price regions. Often even long term debts remain after selling or
leaving the house. The second case often also leaves former owners with long
term debts, even though the cost for the smaller/lower quality dwelling is covered
by the social benefits. Also regional market differences make an entry into labour
difficult, if no affordable homes are available for low income starters.

. Variable incomes often are posing more of a problem when seeking a dwelling
than a long term dependency on benefits according to the Social Code, which
covers rent/housing cost and provides landlords with a high income security.

In the relation between labour and housing, a set of disincentives to leave unem-
ployment are included, if the prospective income is not considerably above benefit
level. This is clearly not the case for short-term unemployed, for whom any rise in
income above benefit level leads to a growth of disposable income. In contrast, for

long term unemployed, there is a risk of a loss in disposable income due to the pos-

sible loss of housing cost coverage within the social benefit according to the Social
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Code. Housing related incentives to take up labour do not exist and, according to the

Focus Groups, for lower income residents the high number of low paid jobs accepted

can be interpreted as a proof of the dinot ec
ual self esteem and prideo.
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PART Ill: HOMELESSNESS AND THE WELFARE REGIME

Chapter 6
Homelessness i Definition, Scale, Nature and Causes

6.1 Introduction

This chapter reviews the nature of homelessness in Germany, and in particular how
housing, welfare and employment policies are influencing the development of home-
lessness. It draws on existing evidence and data from focus groups and interviews
conducted with national and local policymakers and practitioners dealing with home-
lessness.

6.2 Definition

The European typology of homelessness and housing exclusion (ETHOS) covers 11
operational categories of homelessness ranging from people living rough to people
living in extreme overcrowding (ETHOS quoted by FEANTSA 2009), incorporating
those who do not possess a rent contract forhousi ng; who are 6éroofl ess
Ohousel ess 6 ¢rinalygentneed sfh o & 5 i n lgndngshottadl], including
those living in inadequate and illegal types of housing or who are severely threatened
by eviction or domestic violence. Although partly equal, the widely used definition of
the German National Association of Service Providers for the Homeless [BAG W:
Bundesarbeitsgemeinschaft fir Wohnungslosenhilfe] makes a clear distinction be-
tween those actually without a secure rent contract (or other right to use a home, e.g.
homeownership) and those threatened by eviction (ETHOS category 9), which are
not included in its numbers.

The BAG W definition includes people living rough or in emergency accommodation

and specific institutions for the homeless (ETHOS categories 2 and 3), in temporary

shelters and non conventional housing (ETHOS category 11), and those who have

found shelter informally with peers or friends without a contract®. It also refers spe-

cifically to those living in shelters or other accommodation subject to ordinances on

public order, as well as immigrants and repatriates living in special accommodation

and those about to leave institutions without a secure housing option. Amongst ex-

perts it is contested, whether women living in secure shelters (Frauenhaus) as a con-

sequence of domestic violence should be included, asmanywo mend6sd& organi sa
argue that escape from domestic violence constitutes a special form of need other

than homelessness.

Despite often blurred overlaps, all forms of rooflessness and houseless without a
contract will be referred to as homeless in a narrow sense, whereas an urgent need

23c')WohnungsnotfaIIec‘>: housing emergency cases according the
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for housing, e.g. due to the threat of eviction, will be addressed as homelessness in a
wider sense.

6.3 Figures and trends in the development of homelessness

As there are no official statistics about homelessness in Germany (Busch-Geertsema
/ Ruhstrat 2009), most welfare actors as well as the federal government (Bundes-
regierung 2008, p 117) are generally referring to the estimates of the BAG W as the
most robust data.**

The BAG W estimates an overall number of 227,000 homeless people in Germany
(BAG W 2009) on the basis of annual prevalence? for 2008%°. 91,000 of these are
living in multi-person households and 132,000 are single-persons. Eleven percent of
the homeless are children, most of them living in emergency shelters with one parent
or in a family. Paegelow estimates the gender relation at 23 percent female and 77
percent male (Paegelow 2006, p. 49). He points at a considerable rise in the quota of
women and young adults over the last years.

As a special group, app. 4,000 homeless ethnic German migrants from Eastern
Europe and former USSR central Asia are included in the number of 227,000 home-
less. They are often living in interim accommodation before acquiring a home of their
own. In addition to these figures, there are an estimated number of 103,000 people
or 53,000 households who are in urgent need of housing with a contract contested in
court (2007: 108.000), e.g. due to legal disputes over rent arrears, of whom only app.
30,000 people were in contact with public or private organizations assisting the
homeless (BAGW 2006).

App. 24,000 people are estimated to be livingroughoré6i n t he st romaet 6 [ r 0
referred to emergency overnight shelters on short notice. Without any permanent

shelter they are depending on emergency shelters and thus are homeless in a nar-

row sense. Of them app. one quarter is below 28 years and another quarter above 46

years, with rapidly declining age cohorts above 55 years (Nothbaum e.a. 2004). A

large majority (95 per cent according to Nothbaum 2004) are single, divorced or

separated from a former partner, but there is a gender difference: women are more

likely to live in a partnership. In addition to these figures, there are an estimated

5,000 to 7,000 children and young people without a home (BMAS 2008, p. 119), who

are generally not counted as legally homeless, but as children and young people

2 Other figures do exist and indicate smaller or larger numbers (Pagelow 2006), but are generally not seen as
reliable as the BAG W estimates.

% As estimates are based of an annual prevalence, i.e. the number of persons being homeless at some stage
within a year, comparison to countries are problematic, where the numbers of homeless are counted in a fixed
date (Stichtag).

% The BMI (Federal Ministry of the Interior) estimates overall app. 500.000 to 1 mio illegal migrants, who are often
living in housing without a formal contract (BMI 2007, p.16 f), mostly with peers. As such, they are not counted as
roofless.
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owith specific difficultiesd subjected to sp
Kinder- und Jugendhilfe).

The homeless with a contact to service providers show a lower educational profile
(school qualification) than the average. 85 per cent are without employment (54 per-
cent documented, 31 percent who have not reported to the labour agency and are
not claiming benefits according to the Social Code. Only 3.4 percent were in work at
the time of contact with service providers, half of them with insecure contracts. Gen-
erally, the period spent on jobs was short and many jobs were taken on over a limited
period, down to day labour. Of the unemployed 55 homeless per cent had no social
security relevant job for more than one year, a higher quota than amongst the not
homeless unemployed (43 percent). Of the small number in employment, a quarter
had a lower qualification, while only 13 per cent were employed with a higher qualifi-
cation with the rest often in training.

Also the health status of the clients is considerably lower than on the average, which
is reflected in an extensive literature on homelessness and health dealing with con-
siderably typical somatic (often infections, drug and alcohol dependency) and psychic
diseases.

Table 6.1: Educational profile

Basic school | Higher Without any
schools final exam
Homeless 54 26 12
Non homeless | 39 60 3

Sources: Nothbaum 2004; SOEP 2008

The quantitative development over time shows a marked and steady decline over the
last 15 years from 930,000 in 1995 to 227,000 in 2009. Four reasons are unani-
mously quoted by the BAG W and governmental sources for the quantitative decline
of the homeless over the last decades:

1. At constantly app. one million empty dwellings in Germany housing markets pres-
sure is reduced to the growth areas. In many regions of relaxed housing markets
it has fbecome easier to find a new home after a loss of tenancyd f o romd- he h
less as well as service providers. Even precarious renters are seen as an oppor-
tunity by many landlords (Focus group national service deliverers for the home-
less). However, in growth areas access to housing is especially difficult for cus-
tomers with an unclear housing biography or financial problems. Also the declin-
ing number of smaller and affordable homes due to the melt off of Social Housing
and privatisation reduces the availability of homes open to a negotiated access for
people in housing need or homelessness.
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2. In many parts of the country, the population is continuously shrinking as a conse-
guence of internal migration and demographic change (ageing and low birth-
rates). Also in 2009 for the first time, remigration has outnumbered the Immigra-
tion of foreigners. Even though the number of households is still growing due to
changes in household structure, the country is near a turning point, which will lead
to a reduction of demand from later in this decade on.

3. A drastic decline of immigration by ethnic Germans from Central and Eastern
Europe (Repatriates/Aussiedler) since the mid 1990s has reduced the number of
these in transit housing.

4. The awareness of politicians and administration as well as of the service providing
organisations has risen to the reasons for homelessness and to success factors,
and practices have been enhanced in a mutual learning process. Over the last
two decades, new methodologies of working with the homeless and those in pre-
carious housing have proven highly successful in many cases, however making
the remaining 6cases6 often more challengi:t

Graph 6.2: Development of homelessness according to BAG W data between 1997 and 2006
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Source: BAG W, Bundeszentrale f. politische Bildung 2008.

But even with the overall decline in homelessness, the estimated number of those

0sl eepiBdghasugkmai ned at aApp Z/000werdoscllat-eady | e
ing between living in the street and emergency shelters in 2000 with numbers falling

to 18,000 at the peak of the economic recovery in 2007. But numbers rose again to

20,000 in 2008, indicating a close link to the development on the labour markets for

those with a lower qualification.
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6.4 Causes of homelessness

There is a longstanding debate about the causes of homelessness with explanations
divided into two broad categories. On the one hand, individual, social and cultural
causes are described, including disposition acquired over time and ways of coping
with housing and the socio economic relations surrounding housing. Besides individ-
ual elements, cultural codes and milieus are seen as important denominators. On the
other, structural causes are seen within housing, on the labour market, within the wel-
fare system and, especially with respect to those living rough, the health system.

Looking at the causal connecti ons alhoasto m

awayso ( Focus Group Service Providers nat.i

vidual and social, as well as structural reasons can be found. These often constitute
a self-accelerating vicious cycle over a time before, as a result of stress, homeless-
ness develops.

With the most often reported triggers for homelessness, it is difficult to clearly sepa-
rate between the individual and socio-cultural causes and structural causes. Whereas
conflicts/quarrels within family relations (18.4 per cent), separation and divorce (14.8

per cent ), Il eaving the picganemnthé gartnérsheol314i n g

per cent), or another person moving into the dwelling (0.7 per cent), are more on the
individual and social side, seemingly structural causes are also interlinked with indi-
vidual and social elements. The change of location without finding an adequate home
(10.5 per cent), leaving prison without moving into contracted housing for a longer
period (7.6 per cent), leaving other institutions and former hospitalisation (9.5 per
cent) incorporate individual factors as well as structural elements. The same applies
to leaving problematic labour relations (0.7 per cent) or the termination of informal
housing (6.6 per cent) and the former rent level (9.7 per cent) (all data: Nothbaum et
al 2004). These data imply that problems in coping with individual crisis situations are
outnumbering the structural elements (e.g. rent-rises), but the connection to systemic
triggers of homelessness e.g. in connection with leaving a situation of hospitalisation
without prior provision of a secure home, are obvious. Violence or force mayeur were
only mentioned by a small group, however played a major role in the focus group de-
bates, explicitly mentioning very young and elderly homeless persons.

Graph 6.3: Formal reasons for loss of housing, several answers possible
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Homeless in the wider sense
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Due to an almost total lack of data it is even more difficult to assess the nuamigelife situationof

households in Germany, who aire urgent needf housing The National Association of ServicePr

viders for the Homeless, BAG W, pointed out in a press relea3eng 2006) that despite theed
creasing number of homeless persons there is an increasing number of persons and households who

are immediaely threatened by homelessness. In an interview (legal adtespublic social service in

Berlin), this statement was reiterated and it was mentioned that the curemainomiccrisis, though
not supported by robust data, has its share irstise.
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An ugent demand often occurs, when fundamental changes happen in the life situation. Households
splitting up, a sudden demand for special services duage or otherdisabiliies, or a first time a-
mand for a separate homare the major non economic reasons.

An imminent threat for the existingontract usually occurs, when a court eviction ordetigsued.

This carbe theresult of a second time in debt of more than two net renitghin a year While,the
termination of contract because of rent arreatenonce be averted by paying the outstand sum by

the tenant, or iflandlords or bankglaims can besatisfiedthrough the social service provider ¢a
cording to the social code), a second rent arrear case usually ends in eviction. Other eviction reasons
are, lut to a much smaller degrebghaviour against the basics of the contragnhti social behaviour

or crime by German law cannot be a reason for a cimtervening in the private law rental contract.

As described before social benefit claims according ¢o3bcial Code for the unemployacke usually
accompanied by rents being paid as part of the benefit. For these reatmisowners of small
homes, either the existing dwelling is secured, or alternatives are searched and usually found. In a
small number ofcasesalternative housing is organisdd emergency shelters, but especially for
households with children, usually permanent homes fund,if no special conditions are accoayp

nying the termination of the contracin a large majority of cases, a firshé loss of home due to a
financial crisis can be solved in a satisfactory manner. On the other hand, the Focus iGaoiepis

clear that the homeless in the narrower sense have often gone through this phase as a first step into
homelessness, if accompadiby other adversities.

The number of repossessions usually reflects economic cycles, which is also re-
flected in the current statistics, which are reporting 58,800 forced
sales/repossessions in 2009; an all time high. The amount of repossessions leading
into homelessness is estimated as small; however a considerable number of the
homeless report repossession as part of their housing biography (Focus group Hous-
ing/Exclusion, local).

6.6 Conclusions

The quantitative basis for assessing the quantity and the situation of the homeless in
Germany is weak, as there are no clear legal definitions of who should be counted as
in severe housing distress. It is especially problematic, that partly contradicting forms
of statistics need to be taken as a basis for assessments and evaluations of meas-
ures. A comparative and clearly structured body of basic statistical data as a common
source of knowledge does not exist. As demanded by the actors providing services
for the homeless and many municipalities, a combined initiative should be made in
collaboration with the federal government to provide clearer data.

Clearly the number of homeless people in Germany has gone down over the last
decade, continuing a longer trend. Due to the housing surplus in many regions, the
development of homelessness has, if not uncoupled from labour market develop-
ments, become more independent from economic cycles, which proves especially in
the current crisis. On the other hand in the growth regions, the coupling between
housing market and homelessness become closer again.
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There are strong hints that as a side effect of the quantitative reduction of homeless-
ness, the remaining homeless, except for the many only in a short term and routine
contact with the help-system before their problem is solved, have often deeply rooted
problems and constitute an extreme challenge for the help system.

The comparison of quantitative data and qualitative information shows that it makes
sense not to take the perspective of the average and see the homeless as deviant,
but to deliberately take an empirical perspective from the life-situation of the home-
less. Whereas homelessness is not so often directly triggered by housing or labour
market development, those homeless very often report having been affected by
housing market developments like the becoming unaffordable of a dwelling, or the
lack of affordable housing. The same seems to apply for the effects of the labour
market on homelessness. Whereas not a large number of those made redundant be-
comes homeless due to the relatively generous provision of housing cost for the long
term unemployed, many homeless are reporting job losses as a direct trigger for their
turning into the loss of a home. This directly leads over to how responses to home-
lessness need to be structured not from an institutional perspective, but from the life-
world of the individuals affected by homelessness and that the participation of the
homeless and the case workers that are dedicated to the work with the homeless as
bearers of the knowledge about causation in developing responses to homelessness
is a fundamental demand not to benefit the homeless, but to make the systems of
assistance functional.
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Chapter 7
Responses to Homelessness

7.1 Introduction

In this chapter the aim is to identify how homelessness policy works in preventing
and tackling homelessness and to identify problem areas where public policies, i.e.
administrative delays increase risks for homelessness or reduce the opportunities for
a targeted resolution. The chapter draws its information mainly from literature, the
focus groups and interviews. At the same time, examples / fields of action with good
practice are highlighted.

7.2 Features of homelessness policies and service delivery

As described in chapter 2.4, German homelessness policies have developed in an
interplay between central government regulations and forms of service delivery on
the regional and local level by the local state and a variety of nongovernmental or-
ganisations. The recent changes in the social benefit system, mainly prioritising get-
ting as many to work as possible through support and demanding compliance, are
reflected in the structures of services provided for those homeless or in urgent need
of housing.

In Germany, there is no unitary help system for the homeless who are eligible for wel-
fare support, but a broad spectrum of services and legal responsibilities addressing
target different groups (e.g. with a priority on gender, age, residency status, migra-
tion) and requirements (employability, overcoming special life-circumstances, qualifi-
cation, training). Thus, services in addition to direct help for the homeless are pro-
vided, e.g. for people affected by health problems, relationship breakdown or those
leaving institutions within other pillars of the social support system. For example, fam-
ily mediation is mainly the responsibility of family and youth welfare agencies where
the prevention of homelessness is only a minor part of their tasks. Services for vic-
tims of domestic violence are also considered to be a separate part of the support
system, even though this is often accompanied by the loss of the home (Busch-
Geertsemal/Fitzpatrick 2008, p. 15). Municipal youth departments are working with
other methodologies and means for households with children, than social depart-
ments that are taking care of single persons. On the one hand this segmentation
leads to a high demand for coordination and inter-organisational contacts, which is
often not met sufficiently. On the other, specialisation has led to self-confident and
well qualified organisations that jointly can provide a holistic help in those municipali-
ties, wherefi s o me o n e, bgeoupiamongst the bealpig organisations or the
municipality itself, has put the hat on and got the organisation s ar o u n dFoa
cus Group Homelessness/Housing Exclusion, local)
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In the Focus Groups communication deficits and the different value systems between
the institutions were seen as often problematic. Whereas the help system for the
homeless is usually focused on providing assistance to individual cases and refers to
the situative living conditions, the Job Centres are often focused on job integration
and even when they are providing personalized help, the target is to make people

employable i housing being rarely on theiragenda, even i f finot havi

making employment difficult (Focus Group Homelessness/Housing Exclusion local).
Whereas over the last decades, supported by research and the universities as well
as quality oriented professional organisations, the helpers in the homelessness field
have reached a high professional standard and a reflexive and case oriented prac-
tice, many of those working on the Job Centres are without a competence with re-
spect to housing or homelessness. Suffering from continuous reorganisations within
the system, many of the Job-Centre case managers are themselves working under
precarious conditions (Focus Group Housing and Employment). oThis is a critical is-
sue with the labour services dealing with the homeless, which is definitely not their
personal fault, but makes collaboration across institutions often difficulto (Focus
Group Homeless Organisations National).

According to experts from the Research Institute of the Federal Employment Agency,
the problems of organisational non-fit ibetween services for special groups with
highly complex life-stories ... leads to a growing minority of the poor to fully opt out

A(Focus Group Housing and Empl oyment Nat

7.3 Homeless service provision on the local level

The implementation of services takes place on the local level. In general, services for
people in urgent need of housing are characterized by strong regional and local dif-
ferences in the modes of delivery, although it must be acknowledged that over the
last two decades the legal and institutional framework for the work with the homeless
has been made more consistent and unified than in the past. Services and material
provision according to the Social Code have been homogenised, while the direct in-
terfaces between clients and helping organisations have been differentiated and thus
often opened up to the differentiations within the clientele. But still, the German help
system is described as fivery confusingo(Paegelow 2006, p. 9) with regards to all in-
volved i the helpers across the institutions, the public administrations involved and
the homeless as clients. In an interview with a high ranking official from a Lander
ministry for Integration, Employment and Social Affairs dealing with service provision
for the homeless, it was stressed that developing a highly integrated system had
been achieved in many large cities, but that the standards reached were not repre-
sentative. It was stressed that in some urban agglomerations, there was even a ten-
dency of smaller municipalities to keep up segmentation as a hostile environment for
t he homel e dodend off th@hordedess wiio are, from the administrational
perspective, a very costly clienteleo(Interview with departmental head, Lander Minis-
try). It was seen as a consequence of the relative poverty of municipalities that fmon

essential servicesd wer e often reduced and thatn-t he
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tracted service providers were under constant scrutiny to cut cost, and respectively
servi ces t bseenhsaankibuting te sosietya Building interfaces in the
complex system between regions, the municipalities, the NGOs and the homeless
clients, is a constant and major task to ensure that the undeniable successes in deal-
ing with homelessness can be kept up and developed further (Focus Group Service
Providers national).

74 Emergency help by administrative regulation/police law [Ob-
dachlosenhilfe]

German municipalities are by law responsible for temporary accommodation of
homeless people under the regulations of the Laws on Public Order and Security.
Basic assistance is provided through provision of temporary accommaodation in
emergency shelters, often incorporating food and sanitary facilities as well as other
primary help. The municipalities or the contracted service providers are delivering
these services in night shelters, guesthouses, hostels for the homeless, collective
accommodations mostly for single-persons, or emergency dwellings for families. In
addition, counselling aims at leading the homeless into permanent accommodation
within the regular housing stock. The aim is social reintegration and empowerment
for participation in regular housing. However, in some cases, according to NGO ser-
vice providers in the Focus Groups, accommodation in emergency shelters, sup-
posed to be for a short time, can turn into long term homelessness provision because
of lacking quality or availability of permanent housing and personal support. This then
turns out to be a fuasi enforcement of homelessnesso(Focus Group Local Help
Providers) and may even lead into rooflessness.

Major municipal partners in the network of work with the homeless are the municipal

housing authorities (a term stemming from the post-war period, when these offices

had strong regulating powers). It is their task to oversee that the rent and access

regul ated dwellings are provided in aandarget e
housing problems, especially with the provision of rent- and access controlled flats, in

preventing or reducing homelessness, in fending off the illegal conversion of homes

into alternative uses [offices etc.], provide legal advice and help in cases of sus-

pectedrentte x cess. 0 (text Stlrusbmegnanicipalities) thesecor-pal it y) .
ganisations are central in building up communication between actors as entry gates

to the help-system in cases of urgent need of housing. However, in the case of the

provision for the homeless, they usually act in second line to the specialised service

providers.

7.5 Non-governmental organisations as social service providers for
homeless [Wohnungslosenhilfe]

Local NGOs play the most important role in providing direct support services for the
homeless in most municipalities. Three-quarters of all organisations providing help
are associated with the Roman Catholic or Protestant churches, which see work with
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the homeless as a priority field (Paegelow 2006, p 31). However other organisations
from the spectrum of the non-governmental social service providers are also active in
this field. Amongst these, an increasing part is related to professional self-
organisation and civil society (compare 2.4). Under special local and regional con-
tracts all these organisations provide the obligatory and, where especially contracted
by the municipality, non obligatory tasks of working with the homeless. The expendi-
ture is refunded by the municipalities by up to 90 per cent with the rest coming from
benevolent sources, including the Church Tax. The organisations providing services
for the homeless (see also 2.4) are usually networking across organisational bounda-
ries to ensure targeted services for different demands, e.g. women, released delin-
guents, families with children etc. Major associations, are the Evangelischer Fach-
verband Obdachlosenhilfe e.V/EvO [Protestant Professional Association for Home-
less Service], the Katholische Arbeitsgemeinschaft Wohnunglosenhilfe, Wohnen, Ar-
beiten, Lebensperspektiven [Roman Catholic Working Group of Service Providers
for the Homeless, Housing, Work, Prospects of Life].

Graph 7.1: Pathways out of homelessness
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The services provided by the NGOs is often characterised by an integrated approach

takingtheclent s6 perspective on the necessit.i

es

of differentappr oaches and 0 p rspedalised corésyltancias,gob wathi n g

ing and the provision of labour in different forms and intensity from day structuring to
the integration into the first labour market, when possible. Also many of the NGOs
are providing a parcours into housing with different types of accommodation from
shelters to cooperatively organised housing under normal contracts. A strong asset of
the NGOs is an often existing networking capacity across actor boundaries (see the
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Good Practice Example of SOZPEDAL), although there are also highly specialised
organisations providing services in a secure space for special groups. A wider realm
of action fields is covered by the NGOs, including experimental approaches like peo-
ple sleeping rough building their own homes by converting unused houses, being
trained for the building industry, but also traditional ways of providing an almost un-
conditional safe shelter as a basis for the development of self-conscious decisions, or
even a place to come to peace at the end of a life living rough.

7.6 The role of housing companies in the provision of homes and ser-
vices

Although housing companies are said to be crucial stakeholders in the fight against
homelessness, only a small number, mostly municipal but also private housing com-
panies and some individual landlords explicitly collaborate with homelessness service
providers. Especially the municipal companies are playing a significant role in the
provision of dwellings for the homeless and during the period of potentially becoming
homeless. In the first instance, dwellings are provided either through a normal con-
tract or through special tri-party agreements between the housing company, the ser-
vice provider and the client, who is helped to the contract and to the other benefits
that might be available; e.g. Housing Allowance, rent take-over according to the So-
cial Code or personal assistance about the reasons that brought the person into
homelessness. This will often be housing from the reservoir of social or other access
and rent controlled housing, but by no means always. In the case of housing being
endangered because of rent arrears, many companies are collaborating with the mu-
nicipalities (Wohnungsamt, social service providers) or directly with service providers
for the homeless to avert a pending homelessness.

Depending on supply and demand on the market and the local awareness of home-

lessness, municipal as well as private housing companies act more or less restricted

in letting to housing applicants under special social difficulties. Wliiere there is an

overhang of vacancies, the chances of getting a dwelling are of course higher than

here, where the landlords can chose between applicants6 ( Focus Group Hous
Providers local). 0 i e ¢ o mp a nproednd hoasingand it is not their prime tar-

get to provide social care forthesetenants. 6 | n ful filling their ta
pal shareholder, Awe canét pr oivthisdveuldrbe thehtaskogadther socie-

t al h el p(Feys StowmHsusing and Employment national). In some cities,

however, some municipal housing companies do to a certain extent take on respon-

sibility, for example through employing social workers in an understanding that in-

vesting into the stability of housing and the prevention of homelessness saves in

other fields of public expenditure.

Forthe municipalhousi ng companies fAdealing with the
them is always a precarious business. On the one hand, we are owned by the mu-

nicipalities who want a return on their shares. On the other we are providing services

for our owners, who have the legal obligation to house the homeless. ... There is a
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debate about the non-financial benefits that are related to municipal housing compa-
nies being involved in providing social services, not only for the homeless. The basic
idea of the current discourse on a special social-profit of public investments is impor-
tant in this field. Accounting over all types of cost, lower shareholder income in mu-
nicipal housing can mean lower expenditures in social assistance and municipal
payments according to the Social Code. In the end, not going for the highest profit
can lead to a positive balance for the local authority. Looking at what formerly was
non profit social housing, it is probably the only raison de étre for municipal involve-
ment in housing, if they provide another type of serviceso(interview ex-manager of
municipal housing company).

A special problem with a first access to rental housing or re-entering rental housing

after homelessness lies with the financial trustworthiness of residents. A majority of

them does not have O0clean recordsé, which of
less in the first place. Whereas privatelandl or ds i n some case are fn
about checking the trustworthiness of future renters, according to welfare sector ex-

perts, private as well as municipal housing companies often exclude applicants with

debts (indebtedness entry at SCHUFA?’), which is considered a major obstacle to get

a contract: ATfhemvenenhoeshamae to get a cont
homeless, P7, national FG Housing and Employment). However, a practitioner from a

private housing company asserted, that as long as the explanation for the indebted-

ness seems to be reasonable, a negative SCHUFA record would (in his company)

not necessarily be a reason to refuse potential tenants.

7.7 The view from the 6casesbo

The view from the cases shows that a clear systematic definition of homelessness,
covering a wide reality of cases is necessary to organise well targeted and successful
help in cases of homelessness and housing emergencies. Some of the vignettes that
were relevant in other countries as cases of homelessness were not belonging to this
realm in Germany.

7.7.1 Single men

Vignette: Middle aged man (50 years old) is due to leave prison after 5 years.

At present, he has no housing or job organised for when he leaves and no

family to turn to. He has a history of homelessness and alcohol abuse.

Looking at the case from the perspective of laws and regulations, no prisoner

should leave without a serious preparation organised from within prison, which

includes provision of work or substitute income and a home, usually a rental

flat, or otherwise in a serviced installation which is not earmarked for the

homeless.i St ructurally these people should be

" SCHUFA (Schuldenfahndung) = debt tracing; SCHUFA was founded in 1927, is the oldest credit information
agency in Germany and holds today 440 million datasets about 65 million citizens providing data to check a cli-
ent 6s financi al status
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help-system that starts early during the prison-period according to the Penal

Lawdo (Social Wor ker wowever, ihveasistateshigthec o mpany)
Focus Groupst hat At he devi l is in this aspecto
homelessness or even back into prison. Especially when people decide to

leave the municipality of their imprisonment and/or former home without a prior

notice before being released, they might A f al | i nto a dsrk hol
temso ... that |l eaves them fAwithout any f
or willing to contact helping organisations.olf preparations have been made,

transfer to the social services and especially the Social Housing Help of the

municipal Housing Authority (Wohnungsamt) should open up opportunities to

acquire a rent and access controlled flat, usually with a municipal housing

company. fAThe pr obtlweneant itch ep hsaysset einss .bo

The per sons 6 ama homeldssanéss histbny, aagording to the ex-

perts would make any help very difficult in cases, when in prison preparation

does not work, or the client Aducks awayo
history probably be accommodated in a serviced flat, either for a group or indi-

vidually. AWi t h this history, there is angreat
tact with his helpers and then homelessness could restart. For many of these

people, fostered homes with intensive care for a long time are often a good
opton,where a |l ong term r el atwhiadhwouldd aohbebe est a
the right choice for younger people. But that needed to be seen in the individ-

ual dFosue@oup Homelessness/Exclusion local).

7.7.2 Young people

Vignette: 17 year old young man is living at home but his mother and step-

father have asked him to leave. He is not in work, education or training and

has a low level of educational qualifications.

According to the experts, this case would be simple from the perspective of

service providers for the holerthdasjsness. i
not be a case according to homelessness legislation, but according to the

Yout h Welfare organisation (Jugendamt) an
could be made available with organisations providing serviced accommodation

for young people. AThe problem for us sta
day to the other, he is in urgentrneed of
face problems between the help systems are possible, which could the young

man without assistance for a whiles on the

tems. The situation might become precarious at the night of his birthday, when

he not only ahs to get engaged in new administrational relations, but according

to the Social Code might lose his dwelling due to recent regulations, that under

normal circumstances young people below 25 years of age who are depend-

ing on Social benefit for the unemployed will not be financially supported in
acquirngahome.iAnd at a certain point this youn
are additional problems in education, he lacks finance, if only for a month and

he does not seriously search for work or training. And when he then moves in
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with friend, who themselves are in a problematic situation, it could end up on
thetrain-st ati on stairs begging FRoecusGroupj ecti ng
Housing local).

7.7.3 Women fleeing domestic violence

Vignette: A woman with two children (aged 2 and 4) is fleeing domestic vio-

lence. She is currently living in a refuge/temporary relief centre. She was fi-

nancially dependent on her partner and has no independent income.

In many municipalities this woman and her children would not be understood

as homeless, but as a household who would be helped by NGOs caring for

women in distress. AAll the bad options,
she were in a secure home and the organisation would help her to a flat, which

she would get under the conditions of the Social Code, rent paid. Usually the

family would be assisted through the system and as soon as the danger of vio-

lence would be banned, she would move into a flat, or be helped back into her

old flat with her par totesiGrolpéiousingy Systam ned ac
local). Also there would be no financial threats to subsistence and rent, as

without an income, the women and her dependent children would be eligible

for the full benefits of the Soci al Code.
day care, she would be offered job training and jobs, which she would have to
taket o keep the support.o ... ANot really a

within a week. 0
7.7.4 Families with mortgage arrears

Vignette: A couple with two children (aged 10 and 12) are living in an owner

occupied dwelling. The man has lost his job in the economic downturn and

they are struggling to pay the mortgage.

During the fist year, the family would be getting app. 60 per cent of the former

income and, if that were below the margin, be assisted through Housing Bene-

fit. Households above this benchmark would have to manage without assis-

tance, households below the benchmarks of the long term unemployment

benefit according to the Social code would get additional support. The situa-

tion changes after the end of Unemployment Benefit | and entry into the lower
Unemployment Benefit Il. Then the family would get mortgage interest and
services paid, if the house were pa si mpl
portunity keep on paying the part of the mortgage which is saving up (usually 1

to 3 per cent of the mortgaged sum). If this is unaffordable and/or the house is,

as often happens, a bit over the simple family home, the case would be prob-

lematic and often disastrous for family. The service provider would force the

sale of the property and the family, especially in shrinking regions could lose

the home and still remain indebtupahd, fna | i
especially for the man | eaving homel essne
using up the revenue, the family would again be eligible for Unemployment
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Benefit Il and respectively rent payment for a flat, which often would be access
and price controlled (Social Housing).

7.7.5 Migrants

Vignette: A 35 year old single male immigrant/member of an ethnic minority
group has been undertaking casual work but this has declined with the eco-
nomic downturn. He can no longer afford to pay the rent in his flat from his
earnings and has accumulated rent arrears.

If the person has the same rights as a German, if he has permanent resi-
dency rights. Then he could claim either full or additional benefits, if his in-
come were below the Social Codeds benchma
cases, the serviced provider would provide assistance by equating the debt in
the form of a low interest credit repayable in very small installments. The
situation were entirely different in the case of limited residency rights. Then, at
the latest towards the end of the period, the person would be asked to leave
the country and moving into illegality and informal housing would be one of the
options he could choose.

7.8 Conclusions

In general the help system was seen as well spanned out between public and non-
governmental services. Work with the homeless can be described as a success story
with some loose ends. The proof of success is that despite a rise in cases of housing
emergencies and urgent need of housing, the cases of homelessness have dropped.
Together with the development of the housing market, the help system has played
the predominant role in reducing homelessness in Germany over the last decades. It
provides best in the local cases, where administrations open to the problem of home-
lessness are collaborating with strong nongovernmental players.

At the same time, some problems remain, which are impeding the success of the
work with the homeless.

Overcomplexity

While the local collaboration, despite an often high institutional complexity was seen
as well oriented towards the respective complexity of the cases, the majority of exter-
nal experts and actors perceived the legal and regulatory framework as partly over-
complex. Especially with regards to the interfaces between the various elements of
the help-system gaps and problematic connections were discovered, which could be
bridged, if a more open system were installed that allowed an even better case orien-
tation. The good practice examples are showing that with great effort a holistic case
orientation can be reached, which is necessary to respond to the different life-worlds
and milieus of the clientele.
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Whereas also advantages of the thematic division between youth-work, prison social
work, the work with people in urgent need of housing were pointed at, it was stated
that especially for the actors at the fringe of the help system, the high complexity of
laws and regulations, also reflected in the difficulty to understand the financial logics
of the various assistance, meant a strain on the possibilities for actor collaboration
and overtaxed the clients abilities to act in their own interest. Clear definitions were
demandes as a basis for organizational interaction, especially by the experts at the
fringe of the help-system, e.g. from housing companies and employers.

Lack of data

There is a clear need for the provision of robust and homogeneous data about the
whole complex of housing in distress and homelessness on a national level, including
data on access and rent regulated homes. These would provide a base for a better
and more timely design of policies and would help countering the scapegoating of
people in need of solidarity and help, which was increasingly seen in arguments
against a sufficient material provision for those in urgent need of financial assistance
and housing.

Better exchange of good practice and experimental clauses

Despite intra- and inter-organisational cooperation about the modes of work, the Fo-
cus Groups revealed that many successful action models were unknown within the
professional community. It was suggested that well documented experiments should
be started in the work with the homeless covering all aspects of their demand-
structure. The BMVBSO6s ( FBRuitHiegaadUrb&hDevelst ry of
opment) programme for Experimental Urban Projects, which in the past had a model
project for municipal work about homelessness, was seen as an example of a federal
involvement in designing good and transferable practice. Experimental projects
should target at a better understanding of collaborations across actor boundaries and
include especially the field of integrating housing provision and job creation for the
homeless and for action on demand-oriented interventions.

Focus on prevention

Evidence of a highly successful prevention of homelessness over the last two dec-
ades is provided by the statistical uncoupling of the development of poverty (growing)
and homelessness (dropping). Welfare interventions and good service provision have
brokent he r el ation O6high rate of phbBspeziallyrg- means
gional (Lander) policies have proved that a methodology of preventive work guaran-
teeing the provision of adequate homes and services for those in urgent need of
housing is able to help homeless people into safe and persistent housing (North-
Rhine Wedstfalia: Avoiding Homelessness 1 Advancement of the help system in
cases of urgent need of housing [Obdachlosigkeit vermeiden i Weiterentwicklung der
Hilfen in Wohnungsnotféllen]. Busch-Geertsema/Fitzpatrick have stated that the ap-
proaches to proactive prevention (e.g. the reorientation of municipalities to reduce
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their facilities for temporary accommodation and to re-house homeless households in
normal rental housing with a targeted provision of personal services) has been highly
successfulini n o v er c o mitriggers fohhemelegsyessiiBusch-
Geertsema/Fitzpatrick 2008, p. 4).0

It is suggested that a tri-level formation of prevention leads to the best results from
the perspective of the service deliverers as well as from the perspective of the clients
and their self-determination.

1 Primary homelessness prevention aims at the reduction of general causes of
homelessness through general housing policies (supply, access and affordability)
and the overall welfare system (availability of income benefits, housing benefits,
employment protection etc.).

1 Secondary prevention wants to identify imminent threats of homelessness and to
prevent homelessness in particular cases, e.g. those with an institutional care
background, those threatened with evictions or relationship breakdown. These in-
terventions focus on people facing a high potential risk of homelessness. Recent
public programs and activities focusing on secondary prevention measures were
dedicated, e.g., to the implementations of Central Professional Units [Zentrale
Fachstellen] in municipalities. provided by a network of different professions. (Ex-
ample of good practice: City without a Shelter 1 Integrated Access-Points)

i Tertiary prevention tries to avoid exacerbation of existing homelessness, respec-
tively to reintegrate the homeless into normal housing. (Example of good practice:
Protected Market Sector in Berlin)
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Part IV: Housing and Employment

Chapter 8
Housing Impact on Employment Outcomes

8.1 Introduction

While relations between employment and housing outcome were described in Chap-
ter 5, the aim of this chapter is to identify factors within the housing system that help
or deter employment. The housing system can either bind residents or be closed to
those changing a job and location and thus deter employment, or it can make taking
up employment easier through a flexibility that is comparable to that, which is de-
manded on the labour market. Special attention is given to the relations between
housing, the labour market and homelessness. The qualitative information is derived
from focus groups and interviews.

8.2 Employment and Tenure 7 an Overview

Despite the fact that renting is a common form of tenure across different income
groups, the numbers of owner-occupiers out of work is smaller. Labour market exclu-
sion tends to me more common amongst renters than owners on average (tables 5.2
and graph 5.1). However, for the last 20 years at least, also owners have been af-
fected by joblessness while unemployment remained high.

In the case of renting, leaving a home to take up a job elsewhere is not much of a
problem since the rental law allows the renter to leave at a three months notice, while
t he | andl or d dosannterminator prghoags with the rent-period up to
one year. In both cases there are no differences between rent and access controlled
and market housing. Leaving a home as an owner is usually more difficult on two
grounds. There are the sales risks and waiting period until a buyer is found. In addi-
tion there is the traditional bondof 6 o n c e 4t m ma& Gebvimésmp. As house
price and rent developments have been regionally developing highly asymmetrical for
the last two decades, owners as well as renters have to check out, whether labour
mobility is affordable for them from the housing perspective. On the move towards
higher income regions, for renters, the question is, whether a new job pays for the
extra rent demand. For owners, the extra questions arise, whether a probably higher
income can compensate for the loss made selling the old property, whether a higher
priced ownership home is affordable, or even whether a rental flat is affordable under
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the conditions of high-rent regions. If this calculation leads to a negative result, the
present home might become a trap preventing labour market movement and taking
up a job.

Vignette: an owner-occupier, who lives with wife and two dependent children

in a small town with low house prices, is offered a better paid job in the capital

city. He is not sure, whether it is worth moving. Commuting will take three

hours a day.

In a case of a jobless person, twice 1.5 h commuting daily would be seen as

acceptable according to the regulations, if the person should not endanger the
unempl oyment benefit. I n this case, there
thepersonwoul d accept the job.o If it is about
benefits (Aufstocker), the same would apply. As there is no financial assis-

tance to move in most instances, in the case of a working person wanting to

improve labour related income, the choice would be between accepting the job

and moving house, or commuting. #fATens of
1.5 h distance, which is often ap@®oearing
cial services worker) i P e o p | e ualty apit fdr shift;mg home if the distance

is longer and housing is affordable in the target regions. But every Monday

morning the east-west Motorways are full of those commuting to the growth

areas, |l eaving their f éRegohadewlopmenhi nd f or
agency) This scenario was seen as problematic after a longer period, but often

after a few years, people either settle in the high price region or return to a job,

when the situation improves or their gained qualification has made them inter-

esting for employers.

As described in Chapter 4, this is especially the case for those, who leave the relative
security of rent being paid as part of benefits for the long term unemployed according
to the Social Code. Also those low income earners who receive additional benefits
(Aufstocker) and those slightly above the eligibility line in the new job and can only
refer to the relatively marginal Housing Benefit (Wohngeld) will have to make these
considerations. A special risk period occurs for those who would enter or change
within the labour market. As a large part of newly available jobs are on a temporary
basis and in general, a waiting period of up to six months has to be accepted before
any labour contract becomes permanent (i.e. can only be terminated again after a
waiting period), any change in work that is connected to a change in housing is ac-
companied by a high risk period. From the perspective of homeless people, the failed
attempt to improve income had been the entry into homelessness and family failure.

Whereas the aforesaid in many cases leads to a lock-in in declining regions, the op-
tion to move to declining regions may be interesting for unemployed or underpaid
workers. Rents and house-prices are lower and, for the last years and in certain re-
gions, an above average job growth is noticeable for well qualified working people.
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8.3

Additional information from vignettes

Vignette: Single unemployed women living in a flat in a peripheral estate in a
large is offered a low paid job with flexible hours in the city centre. She has no
car and is dependent on public transport.

The general remark about this case was that the person would have no choice
but to take up the job. I f unemployed, sh
job or lose at least parts of her unemployment benefit. The described job
would be seen as fitting for short term unemployed, if they were not highly
qualified. Anybody not accepting the job and on long term unemployment
benefit according to the Social Code would endanger being paid the rent from
her Social Code benefit. The women would, however be eligible for additional
benefits on top of her pay, if her income were below the benchmark. The inter-
viewees were unanimous in stating that living on a peripheral estate would not
be seen as a discriminating factor, if no other personal issues were hindering

empl oyment. AThis is not a case that woul
way. The legal rules are clear and this is the everyday life situatonofmany . 0 |t
was described as positive that in most agglomerations, public transport serves

the regions well. Aln the countrynsi de, th
atic.o

Vignette: A single woman with one child (aged 7) is living in a private rented

flat. She has been out of work for some time but has been offered a temporary

job which may or may not become longer-term. She is concerned about pay-

ing the rent if she comes off unemployment and housing-related benefits and

about the delays in receiving the benefits if the employment contract is not re-

newed and she has to apply again for benefits.

Also temporary jobs should be taken by jobless persons, if acceptable and not

complying leads to the threat of loss of benefits, especially with the chance of

the job turning out to become permanent. As mentioned before with regards to

different interface-situations, this vignette describes a case, whichiaccor di ng

to the regulations should not be a problem, but often is due to problems of

mal adj ust ment within and between sectors
a service providing organisation for the homeless). It was reported that at the

connecting points between the different help systems the clients are in a high

ri sk period. AThis can really become disa
the rightfully paid moneydoes n6t come and rent dhemears a
it is often a matter of believe or not, whether landlords or other helping agen-

cies are willingtowaitorpay.oin Of t en t hings get sorted ou
has moved t o b Suchpthingdbhlppenautwithahildren in-

volved, usually no loss of a home will occur, if the person keeps in contact with

the |l andlord and/or service providero.
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8.4 Homelessness, housing and employment

With the homeless the question arises, whether their specific housing situation can
reduce the chances for a new job. This was judged to be certain in cases of sleeping
rough without an explanatory assistance from service providers, who often have built
up relations to employers. The main point for an entry into the labour market is,
whether a person can provide proof of a permanent address, which is documented
(Focus group service providers national). Especially homeless in a relation to service
providers are often able to start work and remain in serviced accommodation. Bene-
fitting from a long time service for many homeless opens up opportunities to enter
work and a home, however, there are groups within the homeless who can neither
accommodate in normal housing, nor normal labour. For them, low entry barriers to
various forms of day structuring work are a vital precondition for re-entering labour.

8.5 Theinfluence of poverty neighbourhoods

The Berlin case provides hints on the logics of socio-spatial polarisation that has be-
come more common over the last two decades. While certain attractive areas are
being upgraded after leaving the period of lock-in (after public subsidies have made
many dwellings quasi social housing and reduced rent below the local market level
for a certain time), lower income residents are leaving these arewas and especially
the quantity of informal housing (living with friends) is drastically reduced as rents
rise. fAln M, a neighbourhood of 150.n000, eve
come and education than those moving in. The opposite scenario can be noticed in
N., which is becoming hip after having been a poverty neighbourhood for decades.
The city has been able to prevent this as long as public money was available for pri-
vate rehabilitation... Now there is the threat of a free-for-a | (Urban Administrator).

ALIiving in a poverty neighbourhood has two s
you wi || most probabl y b e Migratign backgroundandr esi den
low education. The second element is that often you have no incentives as in some
neighbourhoods only a minority is in regular work. For many, a mix of dole and drug

peddling cannot be beaten with respect to income. And for a small minority job or
training offers awNathjvarkert Foouogroup SodiaeSereicet i ng o (
Providers Local). The interviewees agreed that this is only the case with a minority,

but that especially for younger male residents from poverty neighbourhood see an

attraction outside formal and dependent labour relations. This, not only for migrants,

poses a problem, when at a later age they consider to start a family. Well established

low-key social provisions then prove a vital help to break out of the culture of poverty

that has its fisecondary benef iihgsAotor.Soci al wo
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8.6 Conclusions

As with other items it is not that statistically the German housing system deters from
work, but that looking from the perspective of the workless, an influence can be found
in many cases, where elements of the housing system, often in combination with
elements of the system of social provisions for the long term unemployed are seen
working against entering employment.

There is also a negative interplay between the loss of access and rent regulated
dwellings and the social benefit system and the general downgrading of income and
work security for the lower skilled work-force, which narrows the pathways to work.
With the improvements in the forms of local care, some added incentives to work in
the social benefit system the barriers to take up work have become lower for many.
However, those with a stable biography in dependence on benefits, often find it more
difficult to make themselves free of public support, as the barriers to better paid jobs
have been raised for lower qualified workers and formerly decent jobs have been
downgraded to low-pay work and job insecurity.
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PART V: CONCLUSIONS

Chapter 9
Conclusions

This report has examined the German welfare system and the services provided for
people in housing distress in relation to the housing system and the labour market. In
this chapter, the relations of the theoretical framework described in figure 1.1 are
taken up and debated.

9.1 The framework of subsidiarity

Germany as a federal state has a history of subsidiarity as a major constitutional
principle, which has been strengthened during the last decade. It has contributed to
the strength of the non-governmental sector and the local level and has influenced all
spheres of society, namely the welfare system, housing and municipal self-
determination. On the other hand, federal government has, while retreating in many
fields of action, provided strong and robust legislative frameworks for local and case-
oriented action, especially in welfare delivery. Especially since the partial withdrawal
of state actors, on federal and Lander level, civil society has taken on a self-
conscious role in local politics and welfare provision, acting as a counter weight to
public sector dominance, while still in a strong interdependence, characterised by
mutual public-private contract relations.

9.2 Welfare Regime, Labour Market and Poverty

The German welfare regime has been under constant change over the post-
unification period in an attempt to adapt the former corporatist structure, still under
the Bismarckian influence, to a changing economic environment, the aging society
and a spatial restructuring of the country. Elements of liberal welfare regimes, the
marketisation of former state welfare obligations and a devolution of welfare delivery
to the local level, are the main elements in a combination with stronger means-testing
of benefits and a decisive turn towards orientating the welfare system towards labour
market inclusion.

The welfare system in its present form, though cuts and restrictions have been intro-
duced, provides for the livelihood of a large majority of those in need and delivers the
constitutionally demanded opportunities for a participation in society and the socio-
cultural minimum subsistence, even though levels of support are under constant re-
view from the political realm and the constitutional court. A major element is the divi-
sion between income related quasi-insurance elements (pensions and the fist level
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unemployment benefit) and the support for subsistence and housing cost provided on
the second level of social benefits for those in long term unemployment or perma-
nently unable to work. Covering housing cost (after termination of the insurance pe-
riod) proves a vital element in providing housing security and preventing homeless-
ness, although especially at the interfaces between the assistance elements prob-
lems are occurring, which can endanger housing security.

The reforms have contributed to an opening up of employment to the unemployed in
a sticks and carrots strategy of support and demand for compliance. This opening
has proved rather invulnerable to economic crisis cycles, however, at the cost of the
development of a large and growing sector of low paid jobs and working poor, who
are despite work dependent on additional social benefits.

The reformed system may not have contributed to growing income inequality, but is
has not played a role in averting the socio-spatial polarisation of the country and the
growth in poverty.

Generally, the German welfare system has proved to be successful in limiting the
effects of societal change and positive effects are attributed to the reforms. However,
the system in its present state has not stopped the growing income polarisation and
the strong growth of income poverty, even though it has helped curbing unemploy-
ment. A consequence of the marketisation and liberalisation of the system is a ten-
dency of abandoning Keynesian strategies, which were especially activated in the
past in the triangle between the labour service (unemployment), housing (social and
alternative housing subsidies) and the welfare system (provision of work and housing
solutions for special labour market needs groups). Even though these are re-
surfacing, e.g. in the environmental projects of CO2 reduction as part of the current
crisis package of the federal government and the Lander, the former understanding
of the integration of housing and labour market effects in, e.g. urban renewal, seems
to have moved from the agenda.

9.3 The Housing System

Also the housing system, which has been built up to a considerable quantitative and

gualitative standard, reaching large parts of German society, has been affected by a

liberalisation and marketisation. However, the highly diverse ownership structure and

the strong and regulated private rental market acts as a counterweight to an outright
marketisation by large private investors, who are concentrating on shareholder value

above provision of housing. They are playing an increasing part in shaping the mar-

ket, but find it difficult to reach a dominating role due to the small-owners influence

and the, although weakened through a decade of privatisation, municipal housing

providers. Their prime target continuestobet he pr ovi si on of homes f
of s o c iudihgyoder indomecahd special needs groups. Social services in a
strategy of reinvesting the 6ésocial yieldo6 i
have only recently entered practice and are proving an important element in prevent-

ing homelessness at an early stage. With app. one million empty dwellings and a re-
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gionally declining population, the housing market is oscillating between an overhang
in shrinking regions and a tight market in growth regions.

Generally housing in Germany is provided by the different market players at a rela-
tively good quantity and quality, which helps a majority of residents to decent hous-
ing. Even though elements of housing are criticised, overcrowding and severe deficits
play only a minor role; however the link between poverty, unemployment and defi-
cient housing has become apparent in the project.

Social housing, once an undisputed strong element in providing for the low middle
classes (key-workers) has lost much of its importance of physical provision of hous-
ing, even though in the growth regions it still plays an important role. Where still
strong on tight markets, it however is increasingly turning towards a provider for
poorer households with the danger of contributing to socio-spatial segregation. A ma-
jor element of change over the last three decades has been the virtualisation of so-
cial housing through changes in financing (contracting access and regulated portions
on the market) and the growing importance of rent paid within the benefit system ac-
cording to the Social Code. This has contributed to unemployed and poor people
(e.g. low income pensioners) being able to act on the normal housing market and has
proved a partial barrier to the further development of poverty neighbourhoods.

Home-ownership plays an increasingly important role even though Germany remains
a r e n bneamn.sTie research shows that, especially for lower income residents,
home-ownership is overestimated as an element of social security, as first during the
mortgage repayment period and secondly in declining market regions, a financial risk
is connected to home-ownership which reduces its welfare element as saved up old
age income. Alternatives to home-ownership, like cooperative housing could be serv-
ing the welfare element of ownership housing and at the same time the flexibility de-
mand of the labour market.

The inclusion of housing cost in the social benefit system in general has been an im-
portant link between housing and the welfare system, playing a major role in provid-
ing investor as well as user security at a time, when rising poverty could contribute to
the deterioration of housing. However, these opportunities are, as seen in policy de-
bates about the welfare system, not utilised in a coordinated manner to the benefit of
both systems.

9.4 The Housing Outcomes of the Income Poor

There is strong evidence that the income and work poor are also the housing poor,
even though the differences in housing to lower income groups in work are moderate
(and in part even contradictory).

Affordability is a problem for a large group of households who suffer from being near
or above the EU housing overburden rate. However, it is not the poor living on bene-
fits according to the Social Code and whose rents are included, who suffer most, but
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the income benchmark households just above the benefit benchmark, whose dispos-
able household income is squeezed most by housing cost. Also a special risk exists
for the unemployed below one year, who have to cope with reduced income without
coverage of rent, except for the marginal support by the Housing Allowance. High
overburden rates of the receivers of benefits according to the Social Code are a sta-
tistical fabrication, as te system of rent provision is not reflected in SILC data.

Overcrowding is a problem mentioned by the income and work poor more often than
by the non poor. As a consequence of the partly relaxed housing markets, the over-
crowding levels are moderate and cannot statistically made responsible for an urgent
need of housing or homelessness.

Physical quality of housing in Germany being overall good, the amounts of technical
deficiencies in housing and neigbourhood quality for the poor and the unemployed
are remarkable. Poor households are more often struck by problematic quality ele-
ments with an unclear relation between rent and access-regulated and private market
housing, with even the poor faring best in the technical state in ownership housing.
With partially low quantities, a direct link between deficiencies in the neighbourhood
and poverty is difficult to make, partly contradicting domestic research and the know-
ledge accumulated in the programme of the Socially Inclusive City. Only to a limited
degree, a direct influence of poverty neighbourhoods can be measured, even though
local evidence proves the detrimental effects that precarious neighbourhood situa-
tions can have on education, health, social status and finally employability.

Satisfaction levels reflect the relatively good standards of German housing, even
though also here, poverty effects are obvious.

9.5 The Impact of Employment on Housing Outcomes

In all aforementioned fields, there is a relevant, but not very market effect of employ-
ment on the housing outcomes. Whereas short term unemployed are usually not ex-
periencing a rapid decline in housing and neighbourhood quality, the situation of
those in long term unemployment is, even though not markedly, worse. The second
level benefits according to the Social Code are playing a major role in preventing a
turn of the unemployed into becoming cases of problematic housing and neighbour-
hood, even though a large minority of the long term unemployed are living under
conditions that are worse than those of the non poor and the short term unemployed.

9.6 Homelessness and the Welfare Regime

In concluding upon the research it becomes clear that taking the appropriate per-
spective is an important basis for judging the relations between welfare, housing and
labour market consequences and the design of strategies and actions to prevent or
manage homelessness in a manner that serves the needs of the clientele. Many of
the relations are not explanatory in both ways. While statistically not large numbers of
residents, who are encountering problems of bad housing, non effective treatment in
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hospitals, by social service providers or unemployment are becoming homeless, al-
most all homeless can describe causal chains that include systematic problems in the
housing and other parts of the welfare system, unemployment and poverty; usually
topped up and interrelated with by traumatic personal experiences on the way to be-
coming homeless.

The German welfare regime with its subsidiary actor relations spanned out between
state and nongovernmental organisations has emerged as a highly efficient help sys-
tem oriented at the diversity of the life situation of the clientele. Over the last dec-
ades the interplay between public and nongovernmental actors has led to a high level
of professionalization and political representation.

Accordingly the numbers of the homeless has gone down by about half over the last
decade, partly also as a consequences of the widely relaxed housing markets making
access to different types of homes easier. However, a result of the decline in home-
lessness is the more and multiple problem affectedness of those remaining home-
less, proving a continuous challenge for the agencies working with the homeless in
therapy and prevention. Also there are strong indications that the help system is chal-
lenged by an increasing number of residents in urgent need of housing or housing
consultancy averting homelessness.

As mentioned before, loss of employment and length of unemployment or housing
market effects alone can rarely be seen as immediately causal for homelessness. But
from the case-perspective, these elements are often causal, making integrated ap-
proaches to homelessness and housing emergency cases imperative for the future,
despite the apparent success of lowering the numbers of the homeless.

9.7 The Impact of the Housing System on Employment

There has been the hypothesis in the research that the housing situation has a sup-
porting or detrimental effect on employment. Proof of this on the level of data in Ger-
many is difficult because of the highly differentiated housing system with a variety of
different landlords (with different strategic interest) and blurred housing typologies
between private rental, municipal rental, cooperative and owner-occupied, which all
but the last mentioned have elements of market and access and rent controlled parts

included. The understanding was that the rent

and a permanence of contracts plays a major role in providing the residents with the
long term stability that allows them an equal access to the labour market.

While outright home-ownership plays an important role in making households income
elastic to answering to changes on the local labour markets, mortgaged ownership
and ownership in declining regions was seen as highly problematic with respect to
labour market inclusion.
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