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Agenda

• German Institute on Urban Affairs (Difu) 

• Financial situation of German municipalities

• Financial needs for the transition (energy transition, climate 
mitigation and adaptation, etc.)

• Challenges and instruments for financing the transition

• Difu’s contribution in supporting the municipal transition 

• Conclusion and outlook



Fact Sheet: German Institute on Urban Affairs (Difu)

• Founded in 1973 by the 
Association of German Cities

• 75% third-party funded (federal and 
state ministries, foundations, 
NGOs)

• 100+ contributing cities

• 4 research departments + seminar 
division

• around 200 employees

• Application-oriented research for 
urban development

• politically neutral

• Mission: Sustainable and 
cooperative cities



Financial distress: Budget balances of municipalities
Core budgets, 1992–2028

Daten: Destatis, amtliche Kassenstatistik Gemeinden und Gemeindeverbände; ab 2025: Prognose der kommunalen Spitzenverbände
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Trends in municipal debt
1970–2023 

•Total
•Debt securities
•Investment loans
•Short-term liquidity loans



Municipal spending on social welfare and investments
2005–2026 

Social Services
Capital Investments



2% 7% 47% 44%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

N=940

Assessment of the future financial situation

…in the coming fiscal year (2025)

…in the next five years 

3% 13% 54% 30%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

N=940

Quelle: KfW-Kommunalpanel 2025, durchgeführt vom Difu Jan. bis März 2025. 

Very beneficial – Somewhat beneficial – Neutral – Somewhat detrimental – Very detrimental



Perceived investment backlog
Total: €215.7 billion (increase of €29.6 billion or 15.9% compared to the 
previous year)

Quelle: KfW-Kommunalpanel 2025, durchgeführt vom Difu Jan. bis März 2025. 
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Perceived investment backlog over time since 2009 
(nominal and real)

Comparing this to the rise in construction costs (specifically for roads) indicates that the nominal 
increase in the perceived investment backlog has tracked construction cost developments fairly closely
since 2018.
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Planned and actual investments: Projection

11.2
6.6

11.6

3.1

2.2

3.2
2.4

1.3

2.5

12.2

8.9

13.3

3.8

2.4

3.71.1

0.7

1.02.5

1.7

2.6

4.2

2.3

4.5

4.6

2.7

4.1

0.0

5.0

10.0

15.0

20.0

25.0

30.0

35.0

40.0

45.0

50.0

geplante Investitionen 2024
(laut Haushaltsplan)

tatsächl. verausgabte
Investitionen 2024

geplante Investitionen 2025

Sonstiges

Schutz

Info

Wohnen

Gesund

Sport

Kultur

Kinder

Schulen

Wasser

Abfall

Energie

Öff. Verwgeb.

ÖPNV

Straßen

Investment levels are 
36% lower than 
planned.
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Quelle: KfW-Kommunalpanel 2025, durchgeführt vom Difu Jan. bis März 2025. 



Future investment needs for the transition until 2030

Quelle: Dezernat Zukunft 2024

Further aspects of 
external security 
Defense
economic resilience
climate adaptation
internal security
Housing
Transport
Health
Research
Decarbonization
Education

Federal 
Government   States/Lander   Muncipalities



Local investment needs for
climate mitigation and adaptation

Quelle: Geißler et al. (2025): 
Kommunaler Finanzreport, 
Bertelsmann-Stiftung.

Core Budget of the Muncipalities 

Publicly owned companies
Energy transition: According to associations of the municipal economy, transforming the energy 
and heating infrastructure will require investments of around €721 billion by 2030 and €1.2 
trillion by 2035.



Current challenges of municipal finance 

Challenge 1: Municipalities and public enterprises are unable to meet existing 
investment needs through their own funds.

Challenge 2: Debt financing is also limited because…
• on the side of banks, regulatory and balance sheet constraints limit their ability to 

issue traditional loans at the required scale.
• on the side of municipalities, borrowing is subject to regulatory restrictions —

particularly for municipalities under budgetary supervision (“Haushaltssicherung”).
• on the side of public enterprises, high levels of debt financing would reduce equity 

ratios, impairing debt sustainability.

Challenge 3: As a result, financing models that mobilize private capital will gain in 
importance in the future.
At the same time, sustainability disclosure requirements of debt-financed municipal 
investments is becoming increasingly relevant.



Examples of financing approaches for the transition

• Green bonds issued by (development) banks to refinance green 
promotional loans

• Equity financing of public enterprises (e.g., through fund-based 
models)

• Citizen participation models (e.g., energy cooperatives)

• Capital market instruments (e.g., municipal bonds)



New sustainability disclosure requirements for the 
financial management within the ‘Municipal Group’

EBA-Guidelines: Strong 
risk management 

criteria and KPIs for 
banks 

„Sustainabilty
Budgets“ 

Public 
Pressure

High 
investment 

needs for the 
transformation

Debt-financed 
municipal 

investments

Sustainable 
finance disclosure 
requirements for 
public companies

Binding 
climate 

resolutions



Digital platform for sustainable municipalities

• Provision of various digital tools
(sustainability budgeting, 
sustainability reporting, 
sustainability check, etc.)

• Integration with a digital platform 
for loan facilitation (?)

• Preparation of sustainability 
certifications for debt-financed 
investment projects

• Provision of dashboards to 
monitor long-term progress on 
the SDGs

• Provision of tools for projecting 
climate impacts



Conclusion and outlook 

• German municipalities are facing a substantial investment 
backlog

• Growing financial needs for social-ecological transformation 
→ increasing demands for sustainability disclosure 

• Sustainability expectations remain strong despite general 
backlash (driven by EU Sustainable Finance regulations & 
EBA guidelines)

• Legal framework for municipal financing needs flexibility to 
enable innovative approaches.



Thanks for your Attention!

Dr. Henrik Scheller
Team Wirtschaft, Finanzen und Nachhaltigkeitsindikatorik

Deutsches Institut für Urbanistik
Forschungsbereich Infrastruktur, Wirtschaft und Finanzen
Zimmerstraße 13 - 15
10969 Berlin
Tel: +49 (0)30 39001-295

E-Mail: scheller@difu.de 
linkedin.com/in/henrik-scheller-9217501 
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