
 
 

Fragmentation of the housing 

markets and the state intervention  
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Dr. Orna Rosenfeld  



 

Members of the Housing 
Partnership at the Vienna-

Meeting, Dec. 2016 



EU UA Housing Partnership 

The Housing Partnership aims to create better legal 

and financial conditions for EU cities who need to 

invest in new, renewed, affordable housing for their 

populations on a broad scale.  

More specifically, ‘the focus of the Partnership is on 

the supply of affordable housing’ , including: social 

housing, affordable rental housing and affordable 

home ownership.  



The European Union does not have an official mandate on housing.  

Within the structure of the EU Treaties, responsibility for housing 

policy lies at the national level. 

 

 The link is made thorough deliberations on the nature of 

Services of General Economic Interest (SGEIs), of which social 

housing can be a part. 

 

While it is widely recognized that ‘it is not for the European 

Commission to determine how city governments or other public 

authorities organize their housing systems’, social housing can be 

recognized by local or national authorities as a SGEI, and as such 

may receive different forms of State Aid.  

This brings into the wider consideration of the EU Competition Law. 

Housing in the EU a link 



Key trends and challenges  

Fragmentation of the 

housing markets  

Diversity and complexity of 

the housing need 

Role of the cities and 

regions in housing in the EU 

Discussion  

Structure of the presentation 



Global financial crisis has changed the context in which 

housing systems operate and the future remains uncertain.  



Observed waiting lists for social housing are 

breaking historical records.  

Homelessness has increased markedly.   

 

Over 80 million 

people in Europe are 

housing cost 

overburdened   



http://affordablehousinginstitute.org/blogs/u
s/2009/03/managing-the-lifeboats.html 

http://www.theguardian.com/news/datablog/
2014/jan/21/record-numbers-young-adults-
living-with-parents 

http://ronepraiseindy.files.wordpress.com/20
11/08/new-orleans-public-housing-
demolition.jpg 
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http://parisphotos.net/aerial-view-of-seine-
river-bridges-and-paris/ 

There is willingness to provide more social and affordable 
housing in the EU member states. However, there is less certainty 

about the future of funding that supports such development.  



Cities play an increasing role in the design and implementation 
of housing policies. A number of long-established, tried and 
tested financing methods exist for local governments to fund the 
needed public infrastructure. Although they are still the first port 
of call for local governments, they have come under great 
pressure in the wake of recent financial crisis.  

Cities indicate a need for financial mechanisms 

that are better adapted to their circumstances.  



We are gathered today in efforts to contribute to developing 
knowledge and understanding on the use of state support in 
the housing sector. The aim is to ensure legal certainty in use 

of the State Aid rules in the affordable housing sector. 
 



MARKET  

WHAT  

MARKET 



Housing is a complex market because housing is a complex 
commodity. Economists find it difficult to accommodate the 
unique characteristics of housing within their models.  

Heterogeneity; spatial immobility; durability; (introduces 
space/time dimensions) 

Emphasis in economic analysis has changed over time  

 

Earliest studies can be traced to Richard T Ely in 1890s; spawned 
‘Columbia School’ 

Policy debates and conceptual models transformed with 
emergence of New Urban Economics in 1960s 

Emphasis on generalised solutions; analytical framework 
emphasised unitary markets; developed simulation models.  

 

Theory & practice: economics 



 
Source: Costil,  Gittus, Pichot & Agathe Dahyot (2017) 
 

FRANCE  

National housing markets 
are not unitary (average 
national price is not 
representative) but spatially 
fragmented.  

The demand for housing and 
therefore the price of 
housing differs depending 
on a location. While some 
parts of the country may 
experience high housing 
demand and high housing 
prices, others may 
experience low housing 
demand characterized by 
abandoned and vacant 
properties.  



The policies or data available may 
not factor fragmentation of the 
housing markets.  

The term lack of advantage may be 
defined on a national level and not 
take into consideration the local and 
regional differences (note: this is 
different from country to country).  

For example:  

The at-risk-of-poverty rate is the 
share of people with an equivalised 
disposable income (after social 
transfer) below the at-risk-of-
poverty threshold, which is set at 
60 % of the 
national median equivalised 
disposable income after social 
transfers. 

http://ec.europa.eu/eurostat/statistics-explained/index.php/Glossary:Equivalised_disposable_income
http://ec.europa.eu/eurostat/statistics-explained/index.php/Glossary:Equivalised_disposable_income
http://ec.europa.eu/eurostat/statistics-explained/index.php/Glossary:Equivalised_disposable_income
http://ec.europa.eu/eurostat/statistics-explained/index.php/Glossary:Equivalised_disposable_income
http://ec.europa.eu/eurostat/statistics-explained/index.php/Glossary:Equivalised_disposable_income
http://ec.europa.eu/eurostat/statistics-explained/index.php/Glossary:Median
http://ec.europa.eu/eurostat/statistics-explained/index.php/Glossary:Social_transfers
http://ec.europa.eu/eurostat/statistics-explained/index.php/Glossary:Social_transfers
http://ec.europa.eu/eurostat/statistics-explained/index.php/Glossary:Social_transfers


https://www.ons.gov.uk/peoplepopulationan
dcommunity/housing/bulletins/housepricesta
tisticsforsmallareas/yearendingdec1995toyear
endingdec2015 

The average UK house price for 

new dwellings in February 2015 

was £256,000. The average UK 

house price for pre-owned 

dwellings in February 2015 

was £269,000. 

The provisional 

estimate of 

median 

household 

disposable 

income for 

2014/15 

is £25,600. 

The nature of households in 
need of affordable housing 
varies across submarkets and 
therefore different solutions are 
needed in different places to fill 
the gap left by the market. In 
London, these household 
incomes reach up to £60,000 
per annum, (the median is 
£20,000).  

In contrast, the median income 
of these households in the north 
is only £8,000 per annum. There 
are also substantial variations in 
the income of these households 
within regions, at local authority 
level (Savilis, 2015). 



Population projection 2003–2030 (%) 

FINLAND  

The national sub-markets do not 
operate in same manner and 
have their own dynamics.  

The movement of the population 
to large cities and metropolitan 
areas has results in some areas 
experiencing high housing 
demand, whereas others quite 
low.  

‘Population is concentrating to 
certain areas, that is growth 
centers. That is the reason why 
housing markets are regional and 
why they behave differently’. 



Copenhagen  
 

Rest of Denmark  
 

Helsinki 
 

Rest of Finland 
 

Stockholm  
 

Rest of Sweden 
 

London 
 

Rest of England & Wales 
 

Amsterdam 
 

Rest of the Netherlands 
 

Paris 
 

Rest of France 
 

Source: Claeys, Efstathiou & Schoenmaker (2017)  

House price indices: countries and their capital cities  
 
House price indices, beginning of period = 100 
 

In cities with high housing demand, prices are rising too steeply, and 
consumers and businesses are buying at a rate that exceeds an economy’s 

underlying ability to produce housing goods. 



http://www.jasperjames.co.uk/project/publis
hed/ 

The crucial policy 

significance is that when 

the local housing markets 

put high pressure on or 

exclude the local 

workforce an increasing 

spatial mismatch of 

housing and employment 

may undercut the 

functional efficiency of 

urban planning and 

economy.  



The presence of low (so-called ‘shrinking areas’) and high 
housing demand areas (so-called ‘pressure zones’ or ‘heated 

markets’) highlights the complexity of housing need, as well as 

the diverse nature of such a need within cities and within 
individual countries’ housing markets.  It implies a requirement 
for sophisticated policies that are both responsive to the 
dynamic of local markets and relevant to those in need. Cities 

play a key role in this process. 



European Union Competition Law 



UNEC

E 

Extreme housing market fragmentation and increased 

economic and housing inequality challenges the concepts 

related to housing affordability and vulnerability in this context.  

In major cities, the GFC introduced new sources of demand, 

new actors and new behaviours. These are some of the issues to 

be examined to future prove our policies and laws.  



While financially much reduced, social and affordable 

housing policy, is remarkably fluid and subject to innovations 
and novelty. However, long-term stability for subsidy levels, as 

well as regulatory and policy frameworks as well as legal 
certainty are key for medium- and long-term results. 



https://www.austrianstartups.com/wp-
content/uploads/2016/04/13029614_1094826487246187_33
54747555763000148_o.jpg 

Capacity Building Workshop  

‘State Aid and Affordable Housing Investments’ 
Discussion and Knowledge Generation 



https://www.austrianstartups.com/wp-
content/uploads/2016/04/13029614_1094826487246187_33
54747555763000148_o.jpg 

  

Thank you! 
  

Dr. Orna Rosenfeld  

Committee of Regions, May 23rd 2018, Brussels , Capacity Building 

Workshop on ‘State Aid and Affordable Housing Investments’ 



Housing systems in the Europe are rich and diverse. 



Emergenc
y Shelters 

Transition
al Housing 

Social 
housing 

Affordable 
Rental 

Housing  

Affordable 
Home 

Ownership  

Market 
Rental 

Market 
Homeow
nership  

• Slovenia 

• Slovakia 

• The 
Netherlands  

(Lisbon) 

•Riga 

•Vienna 

• Eurocities  

• SCA 

• -IUT 

•SCA 

•EIB 

•Poznan 

•Eurocities 

(Slovakai)   

IUT 

• SCA 

•Vienna 

(URBACT) 

Emergency housing Affordable housing Market housing 

Population of tenure associations in the partnership. 

Housing Continuum  


