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Affordable, sustainable and inclusive
housing for marginalised communities

Houselnc
Dimension

Affordability

Internal economies in
housing to enhance

sustainable affordability

THE CHALLENGE

THE SOLUTION

Social and affordable
housing primarily serve
households paying rents
below market levels, which
creates structural
challenges for providers in
ensuring long-term
financial sustainability and
limits their capacity to
maintain, invest in, and
expand housing supply.

This solution is based on the idea of creating internal economies within a
unified and interconnected social and affordable housing ecosystem.

In this model, housing providers operate as parts of a broader integrated
supply chain, where financial and operational resources can circulate across
projects, user segments, and tenure types.

By diversifying their portfolio, both in terms of target groups (e.g., mixed-
income residents) and types of services offered, providers can leverage
cross-subsidisation mechanisms, stabilize revenues and enhance long-term
financial sustainability.

Internal economies: three complementary pillars -—

@

internal reinvestment

Cross-subsidisation and

@

Asset and portfolio
management

@

Revolving or pooled
financial instruments

Resources are

Surpluses from less risky
or more profitable
segments sustain housing

redistributed strategically
to balance risks and

and services for more
vulnerable groups.

buffer financial shocks
over time.

Capital stays within the
system and is reinvested
in maintenance,
regeneration and new
developments.

Portfolio diversification and cross-subsidisation mechanisms enhance the resilience and financial sustainability of
public and housing providers, especially in contexts of constrained or unstable public funding.

By creating interconnected flows across projects, population groups and financial streams, internal economies
enhance affordability, support organizational viability, and contribute to a more equitable allocation of

housing opportunities.



WHAT DOES IT TAKE TO SCALE?

@& Enabling conditions

A sufficiently large and diversified housing stock

To enable effective portfolio diversification and risk balancing
across assets and tenant groups.

Mixed-income and mixed-tenure approaches

Including both social and affordable housing, enabling cross-
subsidisation.

€9 Potential barriers

Limited scale or fragmentation

... of the social and affordable housing providers
(and related stock).

Weak managerial and organisational capacity

... particularly in smaller providers, it limits the
ability to structure partnerships and access

Managerial capacity to build strategic partnerships complex financing instruments
Enabling alignment and coordination of financing and
operational models, including access to complex instruments
(e.g. EIB loans).

Insufficient or poorly coordinated public
support mechanisms

... that do not compensate for very low rent levels.

Regulatory frameworks

e These can limit providers’ profit distribution, ensuring that
surpluses are reinvested and redistributed within the system;

e Can be used for setting rent levels, ensuring predictability and
stability for both tenants and housing providers;

e The revised Services of General Economic Interest (SGEI)
framework can enable internal economies in housing by
broadening the scope of eligible activities and supporting
portfolio diversification. However, its effectiveness depends on
the ability to reconcile regulatory requirements, such as the
avoidance of overcompensation and strict service delimitation,
with the need for integrated, cross-subsidising systems.

Blending and pooling of resources and financial instruments

Regulatory uncertainty or inconsistency

It hinders long-term planning and investment
strategies.

To support sustainability, including mechanisms (e.g., public
subsidies or grants) that compensate for very low social housing
rents (e.g., housing allowances).

GOOD PRACTICES

Vienna - Austria
Re-investment rules

Denmark
Revolving fund scheme

Social and affordable housing providers serve a broad
range of target groups (not only the most vulnerable),
enabling cross-subsidization; operating within a clear
and stable regulatory framework; and relying on a
revolving fund scheme (see solution #2) that supports
long-term planning, reduces risks and enables large-
scale investments.

75% of the population lives in housing units
managed by limited-profit housing associations
operating under strict re-investment rules,
supported by public land funds and a diversified
tenure and financing mix, enabling strong internal
redistribution and long-term sustainability.

Large-scale housing associations managing diversified portfolios across income
groups (in partnership with municipalities, to ensure adequate social mix), allowing
cross-subsidisation and long-term financial balancing, all within a strong regulatory
framework.

The Netherlands
Housing associations

WHO CAN USE THIS SOLUTION?

Policymakers
EU, national and local levels

Housing actors
Public and social housing providers, cooperatives

Developed under the Houselnc project, this "solution" briefing, of a series of 10, presents an actionable pathway to tackle
housing inequality across Europe by targeting three core dimensions: affordability, sustainability, and inclusivity. Rooted in
extensive project research—including the Atlas of Housing Solutions, empirical surveys, and targeted focus groups with key
policy, financial, and community stakeholders—the ten solutions translate rigorous evidence into practice. Designed to inform and
support municipal governments, social housing providers, investors, and policymakers, the briefings outline the core problem,
operational setup, enabling conditions, and potential barriers to help adapt and scale effective housing initiatives at both national
and European levels.
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