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Ever since Dr. Mathias Hain and Lutz Rittig founded 
RITTERWALD management consultancy in 2011, our 
company has been continuously evolving. We have 
grown with our customers, received new impulses 
from employees who’ve joined us and drawn fresh 
inspiration whenever possible. Our goal was and al-
ways will be to put our clients firmly at the heart of 
what we do, to offer them the best possible service 
and to be an exciting and inspiring place for our em-
ployees to work. 

As part of our evolution, we began publishing arti-
cles at regular intervals in 2016. Some of these have 
been published in the trade press, for example in 
“Lünendonk Magazin” and “Die Wohnungswirtschaft”. 
Most of the articles, though, are published on our 
website and on our social media pages, primarily on 
LinkedIn and Xing. It all adds up to a collection of ex-
clusive knowledge that we are happy to share with 
you. For us, these contributions are a reflection on 
work we’ve done and an assessment of new trends 
and technologies in the real estate industry. In the ar-
ticles, we consider the bigger picture and seek out 
exciting developments and concepts beyond our in-
dustry. A further source of material are our speaking 
engagements, in which context we can regularly be 
seen at industry conferences. 

The articles published over the years have been 
edited for you in this brochure to make them available 
in condensed form. They testify to our insight into the 
current issues of concern to our industry. At the same 
time, we also express our opinions in them and delib-
erately endeavor to take a stance on the topics cov-
ered.

The articles stem from a wide range of sources, so 
while initially it may have seemed like there was not 
necessarily a logical relationship between them, upon 
rereading the articles we noticed a common thread 
running through all of them. This common theme is in-
novation. Our articles are about new ways of creating 
value, new technologies to use and new practices to 
adopt, resulting in different ways of working and alter-
native approaches companies can take. These three 
dimensions are the leitmotif of this brochure.

New ways of creating value naturally revolve 
around digitalization as the first step. On this subject, 
the first article deals with how real estate companies 
can spot potential and pin it down. Startups operat-
ing in this sphere, now referred to collectively as Prop-
Tech firms, are another obvious element of any dis-
cussion of new ways of creating value. But there are 
also new strategic approaches that can be adopted: 
asset deals enable inorganic growth in the property 

Dear readers, business partners  
and friends of our company,
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management market, and homecare is one of the growth 
markets in our industry. A possibly unexpected way of add-
ing value is with the much-overlooked business of delin-
quent tenant receivables. Finally, we touch upon two top-
ics that are currently picking up a great deal of momentum: 
direct electricity supply and e-mobility. Here, too, there are 
new ways for real estate companies to create value for 
their customers, investors and shareholders.

New technologies are also a factor of constant change. 
We have described, analyzed and assessed two exam-
ples in our articles: blockchain and BIM (building informa-
tion modeling). What both technologies have in common is 
that their potential is by no means exhausted. The coming 
years will continue to bring changes in this area and new 
use cases will emerge at the interface between real estate 
management processes and these technologies. It’s nota-
ble that there are large numbers of startups using these 
two technologies alone to develop attractive products and 
services for the real estate industry.

New practices are all about new ways and methods of 
working, some of which are inspired by startups. Foremost 
among them is the “lean”, “agile” and “scrum” way of work-
ing from the world of software development, which has 

since become widespread in the business world, including 
in the real estate industry, largely through the influence of 
the book “The Lean Startup”. There is also the now widely 
used “Golden Circle”, the communication tool developed 
by Simon Sinek. We explain both concepts and discuss use 
cases for the real estate industry, focusing in particular on 
change management. Other topics concern energy-effi-
cient neighborhood development in the smart city context 
and the right way to build digitalization teams.

Finally, managing director and company founder Dr. 
Mathias Hain offers his personal outlook on future devel-
opments in the real estate industry. 

Some of our articles were written in collaboration with 
our clients or other partners. Feel free to contact us if you 
have any particular topics on which we can jointly develop 
a stance.

We hope that these articles will give you some useful 
suggestions to consider for our own business, and we look 
forward to sharing ideas and continuing to work with you.

Dr. Mathias Hain
Managing Director

Lutz Rittig
Managing Director

Matthias Kaboth
Associate Partner

Dr. Christina Welsch
Principal
 

Dr. Mathias Hain, Dr. Christina Welsch, Lutz Rittig, Matthias Kaboth
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Everything’s Going Digital
Digitalization in the Real Estate Sector –  
How Housing Companies Can Identify New Potential

Have you heard of Leverton or nuki? Do you know what 
HUME VALUATE means? If so, then you must be among the 
real estate pioneers. Having already ushered in the era of 
FinTech and InsurTech, digitalization recently set its sights 
on the real estate sector, with the result that the digitaliza-
tion and PropTech trend is huge in the industry right now.

Digitalization – from buzzword to cultural shift 

Digitalization is on everybody’s lips at the moment and it 
feels like we are hearing daily news of some corporate gi-
ants like Siemens or Volkswagen coming out with a new 
digitalization strategy. But what does digitalization actually 
mean? To clear one thing up right from the start, digitaliza-
tion means more than just the use of digital media. Digita-
lization has an impact on many different levels (see Fig. 1) 
and therefore deserves comprehensive analysis. A full 
92 % of residential real estate companies in Germany firmly 
believe in the need for the real estate sector to digitalize. 
Against this backdrop, 72 % of firms have already begun 
thinking about a digital business model that goes above 
and beyond their core business.1 Only 31 % of all residential 
real estate companies have a fundamental digital strate-
gy for all segments of their business.2 Housing companies 
therefore run the risk of falling behind on some of the many 
societal and technical developments. To avoid this, they 
will need to ramp up their digitalization efforts in various ar-
eas of their business. At the moment, traditional real estate 
companies are investing a mere 5.5 % of annual revenues 
in digitalization on average. As revenues rise, digitalization 
investments tend to fall as a proportion of sales.3 There is 
considerable potential to be reaped by residential real es-
tate companies, both on the cost and the income side, ow-
ing to the low level of digitalization prevalent today.

Operational optimization 

From a business perspective, digitalization firstly involves 
changing and optimizing existing company process through 
the application of innovative systems (software, hardware). 
Keeping physical document files, sending faxes and post-
ing letters through the mail are already obsolete activities, 
at least from a technological point of view. There are, of 
course, situations where these non-digital methods are un-
avoidable. What you need to do is identify these and min-
imize them. In all other situations, consistently digitalizing 
your business processes not only makes life easier for your 
employees, it also makes everything more transparent. 

You can offer so many advantages to anyone who needs 
access to your files by having a digital tenant file which is 
searchable at a click, easily readable with no messy hand-
writing, and not physically stored in the archives, where 
they would need to go and search for it. And you can re-
think many of your internal processes along similar lines, 
making the working day palpably easier for those involved 
and creating an organization that is more transparent and 
more easily manageable all round. Even your commercial 
and technical support services hold considerable potential 
for digitalization. Tenant inquiries (such as damage reports) 
can be recorded and processed digitally. This ultimately al-
lows you to have your tenants’ entire rental history, from 
first property viewing to latest utility cost billing, handled 
digitally from end to end. Because of course, all of your in-
ternal business process can be digitalized as well – from 
accounting to purchasing to human resources manage-
ment.

As you can see, digitalization demands some serious 
thinking about your corporate processes and corporate 
culture. The majority of residential real estate companies 
are still in the early stages of digitalization. The first step is 
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to bring all currently paper-based business processes into 
the digital realm, making them faster, more efficient and 
more convenient in the process. This applies to all aspects 
of rental property management. 

Smart buildings 

The application of innovative technology enables us to 
create intelligent systems which can be used to optimize 
building construction and building automation. The range 
of topics affected here spans everything from increased 
energy efficiency through the use of a smart grid to the 
available smart home/ambient assisted living (AAL) sys-
tems that make residents’ everyday lives easier and also 
offer added convenience in the home. What AAL systems 
can do, for example, is enable disabled or elderly people to 
live independently in their familiar surroundings. According 
to a study by the Berlin Institute for Social Research, 58 % 
of female senior citizens and 37 % of male senior citizens 
would use AAL systems if it meant they could continue to 
live independently.4 The various components in these sys-
tems support residents with everyday activities (like cook-
ing, going to the bathroom at night) and also offer round-
the-clock security for users and their family members. Any 
deviations from normal day-to-day activities are recognized 
as potentially dangerous situations (without a panic button 
and without cameras) and the appropriate parties (such as 
nurses) are automatically informed.

Individualized living 

Digitalization is fundamentally changing the habits and 
needs of tenants, a fact which is causing them to question 
their existing living and working arrangements. Innovative 
tenancy models which view accommodation as a service 
will serve to modify the traditional landlord-tenant relation-

ship. In the future, for example, it will be possible to sign a 
rental contract with a service provider who then takes on 
other services for the tenant (such as looking for a property, 
planning the move, letting the property). Among traditional 
real estate companies, 56 % view the Internet of Things as 
a future trend in the digital technology sphere.5 In particu-
lar it will be instrumental to individualized living with its ca-
pacity to make the things that people use every day in and 
around the home completely connected through the use 
of microelectronics. Not only that, significant data can also 
be gathered about users through the connectivity of the 
different objects they use. The Internet of Things requires 
a highly developed network infrastructure, which will need 
to be implemented in the buildings at the appropriate level 
of quality. 

New ways of addressing customers 

Currently, 98 % of residential real estate companies operate 
their own website, 22 % use an e-mail newsletter to com-
municate, and only 5 % have their own app. None of the 
real estate companies run their own blog.6 Digitalization of-
fers faster and more efficient ways of keeping in touch with 
tenants and, from a real estate perspective, developing ad-
ditional revenue potential. Tenants can be offered a wide 
range of additional services primarily aimed at making ten-
ants’ lives easier, but which also enable the real estate sec-
tor to participate in the profits through an affiliate model. 

One of the options is to offer community services. The 
good old notice board can be digitalized in order to of-
fer a range of additional, up-to-the-minute information on 
anything from the garage sale down the street to special 
events at the local preschool. 
And real estate companies also get the opportunity to 
publicize specific offers for their tenants from companies 
in the local neighborhood. Say, a new restaurant that has 

Smart buildings
Smart grid, smart home, ambient 

assisted living, e-healthcare, 
smart meter

Individualized living
Data as a product, accommodation 

as a service, big data, 
crowd sourcing, …
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With a tenant app, housing companies 
can communicate with tenants in new 
ways and enable them to use a range 
of services – from checking their rent 
account to reading the notice board.

Everything about tenants is growing 
increasingly digital. The Internet of Things 
means that buildings need to have a highly 
developed network infrastructure at an 
appropriate quality level. 

just opened and is keen to get its name out there. Or a lo-
cal care service that wants to make life easier for senior 
citizens. Services like these can be promoted to tenants 
through smart phone apps and the like. Vandal-resistant 
computer terminals can be made available for all the ten-
ants to use. Real estate companies themselves could intro-
duce an affiliate model to realize additional earning poten-
tial here. 

In a nutshell: real estate companies  
should exploit their digital potential 

This short overview shows two things quite clearly: resi-
dential real estate companies still find themselves ill-pre-
pared for the digital future despite the fact that the home 
(along with the workplace) is at the heart of our digital so-
ciety. But the challenges can be overcome. Firms just need 
to acknowledge the scale of the task and have the will to 
realize sustainable digitalization strategies. And then real 
estate companies may well find themselves among the in-
dustry pioneers.

Literature
Bölting, T. et al. (2016): Digitalisierung in der Immobilienwirtschaft – Chancen und Risiken. 

Bochum: InWIS.
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Schritt und Tritt. http://www.aerzteblatt.de/arch... (01.11.2016).
Scheidecker, L. et al. (2016): Einsatz digitaler Technologien in der Immobilienwirtschaft. http://

www.zia-deutschland.de/... (01.11.2016).

1 See DMK (2015), p. 14.
2 See ibid., p. 14.
3 See Scheidecker et al. (2016), p. 11.
4 See Krüger-Brand (2009), n. pag.
5 See Scheidecker et al. (2016), p. 14.
6 See DMK (2015), p. 13
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Wired, Connected, 
 Decentralized
PropTech – The Real Estate Industry in Transition

The real estate industry is historically a rather conserva-
tive sector characterized by gradual evolution. Yet techno-
logical developments and the billions lying unused in the 
coffers of property market leaders could set off a potential 
wave of innovation.1 

The industry has seen the sign of the times and is de-
bating the potential for cooperation between the old and 
new economy. A word that often crops up in this context 
is PropTech, which stands for property technology and de-
notes digital products for the real estate sector. Events on 
this topic are staged regularly, including the MIPIM Prop-
Tech Summit in New York and FUTURE: PropTech in Berlin.

But what exactly is PropTech? This article illustrates the 
different segments that digital solution providers are split 
into and explains their importance for the real estate sector.

PropTech & co.

For some years now, FinTech has been one of the most 
frequently used words in the financial world. FinTech (finan-
cial technology) companies develop innovative business 
models for the financial sector. Not a day goes by without 
a new business idea coming out. These include technolo-
gies like online payment systems, crowdfunding, financing 
platforms and online stock exchanges. FinTech companies 
rarely offer dedicated solutions for the real estate indus-
try (with the exception of crowdfunding for real estate proj-
ects). And yet there are some overlaps between FinTech 
and PropTech. 

The Venn diagram2 in Fig. 1 shows real estate FinTech 
as a hybrid of FinTech and PropTech, whereas smart real 
estate and the shared economy are largely or completely 
separate from FinTech and represent (pure) PropTech. To 
provide a better understanding of the individual areas, a 
brief summary and definition of each of the three catego-
ries is given below, followed by a detailed consideration of 
real estate FinTech, smart real estate and the shared econ-

omy. The main aim here is to examine the possible innova-
tions and changes that lie in store for the real estate sector.

Real estate FinTech refers to software-based platforms 
that optimize the buying and selling of real estate assets. 
Such assets may be classic (individual) properties or fund 
shares, or they may be debt and/or equity capital invest-
ed in real estate. Platforms may be limited to providing 
information, or they may include the entire sale/transfer 
process. 

Smart real estate is about software-based platforms 
that facilitate the running and management of real estate 
properties. The platforms may contain information on (indi-
vidual) properties or entire cities. Advanced smart real es-
tate platforms already enable the active management and 
control of real estate portfolios. Such platforms are mainly 
there to support asset, property and facility managers in 
their day-to-day business. 

The real estate shared economy describes soft-
ware-based platforms that facilitate the day-to-day use 
of real estate properties. Shared economy solutions deal 
mainly with usable space and buildings, including offices, 
logistics facilities, apartments, etc. Here, too, the spectrum 
ranges from pure information provision to active manage-
ment of rental or transaction payments. These platforms 
focus on the active use of the real estate by residents/
tenants.

Real estate FinTech

Classic FinTech and real estate FinTech are both primarily 
concerned with the support and realization of transactions. 
In contrast to classic FinTech, which deals with trading in fi-
nancial products, real estate FinTech is all about trading in 
real estate. Above all, the very varied and widespread de-
mand for housing combined with the diverse yet opaque 
supply situation offers huge potential for greater efficiency. 
There is currently no dominant mechanism in place to bring 
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supply and demand together effectively. On the contrary, 
the numerous independent real estate agents in the mar-
ket benefit from the information asymmetry: brokers have 
no interest in sharing their market insights publicly. Due to 
the considerable size of individual transactions, they can 
still generate a high level of profit with a small number of 
transactions. However, there are already some compa-
nies striving to put an end to the information asymmetry 
by making information publicly available. The American Zil-
low Group, founded in 2006, for example, offers consum-
ers the possibility to obtain information on property listings 
through its website without using the services of a real es-
tate agent.3 Zillow Group does still cooperate with brokers 
and sends them promising properties direct. Nevertheless, 
such providers are helping break up the established in-
formation asymmetry in the real estate sector long term.4 
Trulia (also part of the Zillow Group), Rightmove and Zoo-
pla as well as ImmobilienScout24 are further examples of 
real estate FinTech information providers in the USA, the 
United Kingdom and Germany that are expected to pre-
cipitate the reduction and consolidation of traditional real 
estate agents.

According to Savills and the World Bank, the global 
real estate market is worth some USD 217 trillion, 75 % of 
which is locked up in home ownership. The annual volume 
of real estate transactions in 2007 amounted to approxi-
mately USD 683 billion, rising to around USD 900 billion in 
2015.5 This represents an annual trading volume of about 
0.3–0.4 % of the total property stock. The global real estate 
portfolio represents more than half of all established as-
sets, but is also very illiquid. This estimate disregards the 
average additional costs of 3–6 % for a transaction, includ-
ing charges, brokers’ fees, due diligence, contracts, legal 
valuations and advisors’ fees (excluding taxes and failed 
transactions).6 Jeremy Sicklick, co-founder and CEO of San 
Francisco firm HouseCanary, further found that it takes an 

average of 100 days for a property in the US to change 
hands.7 

In a market calculation, if we assume incidental transac-
tion costs of, say, 4–5 % for the annual buying and selling 
of approx. USD 1 trillion of the global real estate portfolio 
(approx. 0.4 % of the total market of USD 217 trillion), the 
resulting market volume comes out at USD 40–50 billion. 
This market is currently shared by advisors, real estate ex-
perts, lawyers and accountants. If the real estate FinTech 
industry is able to make real estate trading “just” 10 % more 
efficient, this would immediately uncover another USD 4–5 
billion in potential revenue. This calculation is enough to 
highlight the immense potential for the real estate FinTech 
sector and any companies that manage to establish them-
selves as first movers here. Furthermore, the calculation 
completely ignores the potential inherent in rising transac-
tion volumes owing to declining illiquidity and faster trans-
actions (<100 days). According to a forecast by Catella, the 
annual volume of transactions in the European residential 
property market is currently already growing at more than 
5 %, from EUR 37 billion in 2016 to EUR 39 billion in 2017.8 
Reasons cited for this growth include urbanization, capital 
availability, migration and demographics. However, if better 
and more transparent transaction management combined 
with lower costs as a consequence of the factors men-
tioned above led to a higher annual trading rate, the result 
would be further multi-billion-euro growth in the real estate 
FinTech industry.

Smart real estate

What exactly are “smart” buildings? Smart buildings com-
bine their historical purpose of providing space for their 
residents/users with the integration of new technologies 
to increase efficiency, e.g. in regulating the heating of the 
space. For firms like Apple, Alphabet (Google), Microsoft, 

PropTech FinTech

Real 
Estate 

FinTech

Smart  
Real Estate

Shared 
 Economy

Fig. 1:

Differences and over-
laps between PropTech 
and FinTech
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Amazon and Facebook, this is already a decisive factor in 
the selection/optimization of their properties.9 What all five 
companies have in common is their need for huge amounts 
of power in order to provide their services. The growing 
dominance of cloud computing, for example, compels 
Facebook to build enormous data centers with fiber optic 
networks that require functional access to large amounts 
of electricity.10

Furthermore, a smart building is one which ensures 
sustainable use of input resources (water, air, power) and 
a conscious and responsible approach to output resources 
(waste water, emissions). Expectations of users and inves-
tors have changed significantly over the last 10–15 years 
when it comes to the costs and functional aspects of smart 
buildings. In the past, the traditional lease agreement be-
tween owner and user was dominated by the rent for the 
space itself, with utility costs being more the responsibility 
of the tenant/user. Owing to the increased demands of ten-
ants/users and the innovations within smart buildings, the 
responsibility for optimized property management is grad-
ually being shifted to the owner/manager of the property.11

All the values measured in a smart building can be read 
conveniently and in real time via computers, tablets and 
smartphones. Not only does this improve the user’s aware-
ness of what they are consuming, it can also be used to 
control the building infrastructure more efficiently. Google 
already bought into this growing market in 2014 with the 
acquisition of Nest (producer of smart thermostats).12 Two 
years later, Apple launched its Apple Home smart home 
ecosystem running on iOS 10. The aim with Apple Home 
was to establish it on the integrated home speaker mar-
ket as a rival to Amazon’s already successful Alexa tech-
nology.13 These products make it clear that smart building 
technology has long since arrived in the consumer’s living 
room and is no longer only of interest to the industry. METR 
Building Management Systems GmbH is one of the latest 
examples of the growing relevance of smart buildings in 
Germany. METR GmbH achieved a top five ranking in the 

first “Smart Up the City” innovation award created in 2017 
by Berlin-based residential construction company degewo 
AG.14 METR GmbH is laying the foundations of a digital in-
frastructure for residential and public buildings by connect-
ing up all intelligent devices and technical systems in a bid 
to make buildings smarter.

Despite these significant steps toward smart buildings, 
smart real estate is still in its infancy. Most existing residen-
tial buildings were built without any thought to the integra-
tion of technology, and the modernization process will take 
years to complete. However, there are some factors that 
may allow for a faster development of the smart real estate 
sector. On the industrial level, for example, the incumbent 
electricity suppliers can hardly keep up with the rapidly 
growing energy demand from data centers, and new devel-
opments will be absolutely crucial.15 In addition, more and 
more companies are committing to reducing their carbon 
footprint, such as Facebook, which has announced plans 
to operate all of its business locations 100 % from clean and 
renewable energy sources.16 This yields enormous growth 
potential for companies with innovative ideas to increase 
efficiency and could help the segment evolve faster. At the 
same time, private tenants are becoming more and more 
open to new technologies and are loving the possibilities 
they have of controlling and optimizing their consumption 
and ultimately reducing their costs via their smartphones. 
In the future, smart real estate could even help optimize 
entire neighborhoods, including schools, libraries, hospi-
tals and power plants. Maalka is a company that is already 
working to make the Japanese district of Kashiwanoha 
in Chiba Prefecture and Pearl District in Portland, Ore-
gon, USA, more sustainable and environmentally friendly 
through smart real estate technologies.17

The real estate shared economy

As the name suggests, the shared economy in the real es-
tate sector is primarily concerned with the sharing and/or 

Apple is among the companies  
to have launched a smart home 
ecosystem – called Apple Home – 
on its iOS
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joint use of real estate via technical platforms. Probably 
the best known flagships in the real estate sector are Airb-
nb and WeWork. The American Airbnb platform deals with 
the booking and rental of private accommodation and cur-
rently has over 4 million properties advertised across more 
than 190 countries (as of September 2017).18 The WeWork 
platform, also from the USA, provides shared workspac-
es, a community feel and services for entrepreneurs, busi-
ness founders, freelancers, startups and small businesses. 
WeWork is currently valued at around USD 20 billion and 
manages approximately 10 million square meters of office 
space.19

Yet the shared economy is not exclusive to the real es-
tate sector. It is also strong in other areas such as trans-
portation and the on-demand workforce. Since the turn of 
the millennium, the concept of the shared economy has 
met with increasing success. In the intervening years, the 
sector has produced ten unicorns (startups valued at USD 
1 billion or more). These unicorns have decisively shaped 
their industries through innovations and business process 
transformation in recent years.20 The best known com-
panies in the transportation space are Uber, Lyft and Zip-
car, while TaskRabbit and Upwork are among the biggest 
names facilitating the on-demand workforce, as illustrated 
in Fig. 2. A recently published study by Jones Lang LaSalle 
(JLL) spells out the strength of the shared economy trend 
in figures. And in 2016, 74 % of respondents in a JLL poll 
identified “thinking, talking and brainstorming as creating 

the most value within an organization. For this reason, com-
panies are implementing more and more alternative work-
place solutions, e.g. cooperative working to increase col-
laboration within the company.”21

However, returning to the shared economy in the real 
estate sector, it is easy to see why this segment, especial-
ly the P2P (peer to peer) part of it, is growing significantly 
and is extremely attractive to startups and other innovative 
companies. Real estate is a capital-intensive investment 
whose prices have risen considerably in recent years. Min-
imum equity ratios of 10–30 % of the transaction value, in-
cluding fees and taxes, may be customary but they are al-
most impossible to finance for millennials. This is not just a 
German problem. Although London has seen 30,000 new 
apartments built since 2008, real estate prices have risen 
by around 60 %. The typical minimum equity contribution of 
20 % for an average house comes in at over GBP 100,000.22

The widening gap between rich and poor and the grow-
ing discrepancy between housing supply and demand in 
conurbations such as Germany’s seven largest cities is 
forcing millennials and other social groups into shared 
housing. The shared economy platforms they are using to 
rent increasingly scarce housing are benefiting from the 
growing demand. For years, growth on the supply side has 
been significantly lower than on the demand side. This im-
balance in supply and demand is what led to the founding 
of Airbnb in the autumn of 2008. Founders Brian Chesky 
and Joe Gebbia, both of whom were unable to find a job af-
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ter graduating from Rhode Island School of Design during 
the financial crisis, put up three guests on airbeds in their 
home during a design conference to earn some extra mon-
ey. Years later, Airbnb has over 4 million properties adver-
tised online and has cost the hotel industry about USD 450 
million in lost revenue.23

Finally, we must also mention the growing importance 
of the “third place” in the shared economy. Examples of 
third places are cafés, clubs, libraries and parks. The third 
place is clearly differentiated from the first place (home) 
and the second place (the workplace). Based on findings 
from the JLL study (2016)24, an average employee spends 
25 % of their time in third places. Modern employers are 
keen to try to move employees from second places to 
third places in order to increase collaboration, stimulate 
knowledge sharing and enhance the overall employee ex-
perience. Above all, the ever-changing nature of modern 
work and the importance of creative and innovative ideas 
have led to the continuous growth of third places globally. 
Shared economy platforms such as WeWork benefit signifi-
cantly from this global trend.25 The German headquarters 
of PriceWaterhouseCoopers (PwC) is a first mover here, 
having developed an app that encourages employees to 
spend more time together in third places. The app, known 
as “clapp – creative lunch app”, which is still being beta 
tested, motivates employees from different departments to 
have lunch together. Developed by the in-house innovation 
department called the Experience Center, the app aims to 
increase knowledge sharing between different teams with-
in PwC and to break open corporate silos.26

Summary

Despite being generally slow to embrace change, the real 
estate industry can no longer shut itself off from fundamen-
tal technology innovations. Although individual areas such 
as the housing industry have so far been spared the effect 
of disruptive business models, companies such as Zillow, 
Airbnb and WeWork prove that the impact of such business 
models on the industry can be huge. 

Different market players will face their own individual 
challenges. But to thrive in this environment the same basic 
principle applies to all: keep an eye on what’s happening in 
the market and develop early strategies to implement the 
latest innovations in a structured manner within the orga-
nization.
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Small-scale market: A large 
proportion of property 
management companies 
are small businesses with 
up to 5 employees and an 
annual revenue of less than 
EUR 50,000.
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When Property Managers 
Seek Growth
Asset Deals as an Option for Successful Inorganic Growth 
in the Property Management Market

The low interest rate environment and the high values that 
the real estate sector has maintained in Germany in recent 
years, compared to other investment classes, serves to 
keep the demand for property assets high, not only among 
individuals but also among institutional investors both do-
mestic and foreign. Consequently, despite an increase in 
construction activity, there is still a supply squeeze in Ger-
many’s big towns and cities.

Project developers, real estate companies and inves-
tors do not just build and purchase property, they also 
have a need for their properties to be managed to a high 
level, on both the commercial and the technical front, by a 
property management company. Increasing levels of pro-
fessionalism are therefore required from existing property 
managers. 

Approximately 23,000 companies operating in the 
property management business employ an average of five 
people including the owner.1 Nearly 40 % of the firms make 
less than 50,000 euros a year, in a sign of how fragmented 
the market is right now. More and more companies are en-
deavoring to grow by acquiring other firms (i.e. through in-
organic growth) in a bid to strengthen their market position 
and in many cases also to expand their service portfolio. 

But what is the best way to realize such an inorganic 
growth strategy? One option that can be considered be-
sides acquiring a company through a share deal is the pos-
sibility of an asset deal. Unlike the best known type of M&A 
transaction, the share deal, where shares in a company 
are sold by the shareholders themselves, an asset deal in-
volves selling all or some of the company’s operating as-
sets and contracts (referred to collectively as assets). 

The option of acquiring a company through an asset 
deal in the property management business offers an op-
portunity for rapid growth, leading to synergies and im-
proved economies of scale. 

This article discusses asset deals as a growth option in 
the property management context. 

Asset deals and share deals compared

Asset deals and share deals each involve different types 
of liability risk. In a share deal, the buyer is also acquir-
ing the company’s past liabilities, both real and potential, 
and therefore needs to conduct a thorough due diligence 
check prior to the acquisition in order to examine the target 
company’s profitability and its risks. In an asset deal, the 
seller continues to be liable for company obligations. 

An important aspect of an asset deal is the fact that con-
tracts with both customers and staff can only be transferred 
to the buyer’s company with the consent of the parties in-
volved. By way of example, management agreements with 
customers can only be transferred to the buyer with the 
written consent of the customer. 

One of the advantages of a share deal is the fact that 
all of the seller’s contracts normally remain in place when 
the shares are acquired, giving the buyer a higher level of 
certainty regarding the transaction itself and future plan-
ning premises for the acquisition. The only exceptions are 
management contracts with a change-of-control clause 
enabling the customer to terminate the agreement in the 
event of a change of ownership. 

An asset deal gives the buyer the chance to select out 
the assets they want to acquire and to restrict their pur-
chase to those. In the property management business 
these will predominantly be the management agreements 
with individual customers. There are three different types 
of customer relationships – with people in owner-occupied 
apartments, people in rented apartments and people with 
individual ownership – each being approached in a differ-
ent way, both within the due diligence and in the direct cus-
tomer contact that happens during the transfer of the man-
agement agreements. 

Aside from customer relationships, experienced per-
sonnel is also among the factors that create value for the 
buyer in an asset deal. Section 613a of the German Civil 
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Code (BGB) stipulates that employees can object to their 
employment contract being transferred to the buyer with-
in a month of being informed. This carries a certain level 
of acquisition risk for the buyer, given that the success of 
an asset deal can be dependent on the motivation of the 
workforce in the target company to a large extent. Sellers 
for their part are normally very keen to transfer to the new 
company not only their contracts but also the employees 
who work on them. It is therefore highly advisable to seek 
thorough legal advice from employment law experts prior 
to the transfer of contracts and staff. 

With the various assets to be acquired in an asset deal 
being individually specified in the purchase agreement, 
the buyer can be assured of legal certainty2 over each as-
set and all of the employment, contractual and legal rela-
tionships it brings with it. These can therefore be unequiv-
ocally distinguished from the parts of the company that 
are not being sold. Consequently, the purchase agree-
ment is considerably longer and more detailed than that 
of a share deal. 

Section 20(2) of the German Condominium Act3 stipu-
lates that even if the residents’ association does not con-
sent to the takeover, they are still entitled to expect the 
terms of the management agreement to be honored even 
if the selling company only continues to exist legally as 
an empty shell, owning no assets and employing no staff. 
Faced with this situation, the only thing the seller can do is 
come to an agreement with the residents’ association to 
terminate the management agreement as soon as possible 

and to continue providing services under the agreement 
until such time as it is effectively terminated. This risk for 
both buyer and seller is very difficult to foresee in the due 
diligence and contract negotiation stage.

Another important aspect when it comes to asset and 
share deals is the difference in the tax treatment of the 
two transaction types for the seller. A share deal is clearly 
more advantageous from a tax point of view for the sell-
ing party, and this is an important element in the company 
valuation and price setting stage of the process. It is ad-
visable to seek legal advice from tax professionals prior to 
negotiations. 

Comparing the two transaction types, a share deal is 
more advantageous for many companies, which is why it is 
the more common option in practice. An asset deal is still 
an interesting alternative, though, given that a share deal 
involves the buyer accepting the risk of potentially acquir-
ing bad assets and possible future risks from past liabili-
ties. Furthermore, in some cases an asset deal is the only 
possible option, such as when the property management 
business is just one of several business lines owned by the 
selling company. 

Due diligence as an essential tool  
to support an asset deal 

Due diligence is an indispensable part of checking what 
you are buying. The key element is the analysis of man-
agement agreements. Within the due diligence it is import-

Fig. 1:

Advantages and disadvan-
tages of asset deals and 
share deals at a glance

 + Greater flexibility for the buyer, in that 
they choose which assets and cont-
racts they wish to acquire

 + No need to take on any past liabilities 
or legacy risks

 + Opportunity to renegotiate/simplify 
contracts in the course of the acquisi-
tion

 + More straightforward transaction struc-
ture and less extensive scope of due 
diligence

Asset Deal 

 − Less planning certainty, given that both custo-
mers and employees must agree to a transfer

 − Acquisition risk owing to dependency on the 
success of the takeover of customer agree-
ments and staff contracts

 − Less attractive to the seller due to the higher 
tax on the purchase price achieved

 − More extensive purchase contract required 
because assets and contracts need to be sepa-
rately defined and valued

 − More time required owing to more extensive 
communication and the need to get the neces-
sary agreements–  Nachteile Asset Deal
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ant to note that the management agreements are normal-
ly concluded for a limited period of time, which increases 
the pressure to successfully acquire and integrate the busi-
ness. In Germany, the maximum length of time a property 
management company can be assigned a contract for an 
apartment complex under the German Condominium Act4 
is five years. In practice, agreement terms usually run for 
three to five years for owner-occupied apartments and for 
just one year in the case of rented apartments and individ-
ual ownership.

Besides considering the contract term, the due dili-
gence should also examine the value of the management 
agreements, which can only be assessed after a detailed 
analysis of the various service components contained in 
the different customer agreements. 

In addition to revenues and contractually agreed ser-
vices, the variable and fixed costs that will be transferred 
over with the asset deal also need to be looked at in de-
tail. The biggest cost block in the property management 
business is personnel costs (normally making up 50–75 % 
of expenditure). The terms laid down in the work contracts 
and any subsequent changes and additions, including 
possible pension obligations, need to be analyzed and 
valued. In addition, the cost and the components of the 
business’s other operating expenditure (e.g. rental costs 
for business premises and costs of the ERP system) should 
also be examined in the due diligence and valued taking 
into account any possible optimization potential. See Fig. 
1 for an illustration of the business and contractual aspects 

that need to be considered and evaluated prior to an as-
set deal. 

The outcome of the due diligence can be summarized 
in the form of a business plan based on the situation as is 
and including the planned business effects. The business 
plan is therefore a key element in calculating the right pur-
chase price. Depending on the size and relevance of the 
asset deal, the plan may also depict several scenarios with 
different business trends. How meaningful and accurate 
the business plan is depends greatly on the preparations 
made by the buyer themselves in terms of the structure of 
the due diligence, combined with the quantity and quality 
of the data provided by the seller and the time available 
for the due diligence. The financing concept is the basis 
for laying down the underlying premises for financing the 
purchase price and specifying the precise payments to be 
made. There are various payment options that can be ne-
gotiated aside from a fixed payment at a fixed time. An 
earn-out model5 (also known as a debtor warrant) is one 
common and popular form of payment. This involves mak-
ing a fixed payment for part of the cost, followed by sever-
al phased installments paid according to the level of suc-
cess achieved. The success-based installments are often 
defined by how well certain contractually agreed parame-
ters are actually achieved. In the case of an asset deal in 
the property management industry, such parameters main-
ly include the proportion of management agreements ac-
tually transferred, the term of the various agreements and 
the size of the agreed management fees. While an earn-

Share Deal 

 + Greater planning certainty, given that 
the seller’s contracts can be taken over 
without the customers’ and employees’ 
consent 

 + Streamlined purchase contract since 
none of the assets need to be deter-
mined in detail under the principle of 
legal certainty

 + Less tax on the purchase price achieved

 − Acquisition risk owing to the assumpti-
on of liabilities and risks from the past

 − Extensive due diligence to value the 
parts of the company that will be taken 
over

 − Risk of taking on unprofitable contracts
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out model does enable the purchase price to be flexibly 
adapted to match the rate of success achieved in transfer-
ring over management agreements, it does not diminish 
the buyer’s risk of potentially having to continue to fulfill 
long-term management agreements where tenants with-
hold their consent to a takeover. 

Closing an asset deal  
in the property management business 

Three significant dates are set during contract negotia-
tions: the signing date, transfer date and closing date.

The signing date is the day on which the purchase 
agreement is signed and the terms of the transaction 
agreed in writing. 

The closing date is the day on which all conditions prec-
edent (laid down in the purchase contract) occur, in oth-
er words the date on which the purchase contract legally 
takes effect. The conditions precedent include payment of 
the agreed purchase price (or an installment thereof) plus 
consent from the responsible shareholder bodies and an-
titrust approvals, as required. Closing normally takes place 
on a banking day, given that this is the date on which pay-
ment passes from one party to the other. 

The transfer date is the day on which the transfer takes 
place from an accounting and business point of view. The 
date is laid down in the purchase contract and is usually at 
the start of a year, quarter or month. This makes it easier to 
distinguish business responsibility for services and costs 

between the buyer and the seller. The transfer and closing 
date are normally quite close together. 

The gap between signing and closing will depend on 
the size and complexity of the asset deal. It must provide 
sufficient time for the seller to carve the assets out of its 
business and for the buyer to make preparations for prop-
er post merger integration (PMI). But closing should not be 
left too long, as it is in everybody’s best interests to provide 
a level of certainty for the seller’s customers and staff alike. 
The gap is normally about 2–6 months. 

As the parties approach agreement in the contract 
negotiations for the asset deal, preparations should take 
place for making contact with customers and informing ser-
vice providers so that the buyer can start talking to the sell-
er’s customers and staff as soon as the asset deal is signed. 
The need to obtain consent from several parties means 
that this will take longer and require more communication. 
Making thorough preparations in plenty of time helps pre-
vent customers and employees from looking around for 
new service providers or employers for want of timely in-
formation. 

Property management and the management of own-
er-occupied apartments in particular is very much a peo-
ple-centered business. This means that information needs 
to be provided to employees sensitively and the takeover 
of staff from the seller’s company must be done in a struc-
tured manner. Besides losing a wealth of specialist exper-
tise and knowledge of property specifics if staff choose not 
to transfer to the buyer’s company, it also makes it more 

Fig. 2:

What to bear in mind: indicative due 
diligence criteria for analyzing a 
property management business, by 
category

Customers

Due Diligence

• VAT optimization of the proper-
ties managed

• Contractual provisions for 
termination without notice or 
special rights of termination (e.g. 
change-of-control clause)

• Contractually agreed service 
level and other agreements/
payments

• Contractually agreed commerci-
al and technical services

• Contractual adjustments to 
agent’s fees in accordance with 
2nd Computation Ordinance

Owner-occupied apartments

• Contract term between 1 and 5 
years (reappointed at the owners’ 
meeting)

• Management fee normally per unit 
by type of usage

Rented apartments and 
individual ownership

• Contract term about 1–2 years, 
depending on size of contract, 
automatic renewal every year if not 
cancelled

• Management fee normally per unit 
by type of usage or on the basis of 
present or future net rent (without 
utilities), or in certain cases as a 
flat rate 
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difficult to convince customers of the benefits of allowing 
their agreement to be transferred. Being able to say “Noth-
ing will change for you on a day-to-day basis” can work 
wonders in getting customers to consent.

Against this backdrop, there is a fundamental distinc-
tion to be made between taking over the property manage-
ment agreements relating to rented apartments and those 
relating to owner-occupied apartments. In the absence of 
consent, agreements relating to rented apartments have 
relatively short notice periods of 1 year, and so they can be 
terminated relatively quickly by either the buyer or the own-
er on the grounds of business discontinuation. In the case 
of owner-occupied apartments, the takeover is subject to 
approval at a property owners’ meeting with a quorum. If 
the annual owners’ meeting has already been held prior to 
the announcement of the asset deal, a special meeting of 
the owners must be called and must have a quorum in or-
der for consent to be agreed.

Once the customers have given their consent, it is in 
both cases possible to take over the existing agreement 
as is or to negotiate a new agreement with the customers 
whose business you are taking over. The latter is the more 
attractive option as it provides the opportunity to renegoti-
ate the scope of services and the terms of the agreement 
or to align agreements with the buyer’s other ones.

As soon as you determine which assets are going to 
be taken over you need to start planning the approvals 
you will need to obtain for the subsequent takeover itself. 
This stage is often referred to as post merger integration 

(PMI). The aim of PMI is to make the process of taking over 
the company’s assets and contracts as smooth as possi-
ble, presupposing the agreement of customers or staff. PMI 
is mainly concerned with preparing, structuring and imple-
menting the measures involved in taking over the assets, 
often supported by a temporary project organization. The 
implementation project extends beyond the actual closing 
date to manage the ongoing communications with custom-
ers and employees, realize the necessary changes in pro-
cesses and organizational structures and potentially trans-
fer everything into a new ERP system, as applicable.

Summary

The diverse and multi-layered nature of the property man-
agement market means that service providers are under 
growing pressure to put their own organizations on a more 

Personnel Economics

• Number, skill level and age of 
employees

• Length of service and pension 
provision of employees

• Personnel costs and personnel 
cost ratio

• Annual financial statements  
and balance sheets for the past 
3–5 years

• Additional income and revenues 
(technical support, special 
revenues)

• Checking of all key items of 
other operating expenditure, 
such as office rent, IT costs, 
leasing
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effective and efficient footing and to differentiate them-
selves from other property management companies by 
offering an extended service portfolio. Inorganic growth 
creates new options here and can allow you to exploit 
economies of scale and additional synergies.

A good way of doing this is by acquiring assets through 
an asset deal. The key advantage over a share deal is that 
an asset deal gives the buyer greater flexibility in that they 
are able to choose precisely which assets and contracts 
they wish to purchase, and they do not have to take on any 
past liabilities or legacy risks. The main disadvantages over 
a share deal lie in the fact that customers need to give their 
consent and staff need to agree to a transfer, meaning that 
the buyer does not have quite so much planning security. 
And in negotiating the asset deal, the selling party needs to 
take into account the higher tax burden they will incur as a 
result of whatever purchase price they achieve.

On the basis of a due diligence check, the acquisition 
needs to be well planned and structured and have all the 
relevant due dates scheduled. It is also important to have 
the process managed and monitored by the right project 
team. The business plan is the most important tool to de-
termine the best purchase price and to identify the oppor-
tunities and risks of the asset deal in advance.

The chances of successful realization are higher if the 
signing of the asset deal is quickly followed by contact with 
the customers, and if the employees who are transferring 
are actively involved from the outset.

1 Volks- und Raiffeisenbanken Branchenbrief: GK 117 Hausverwal-
tung (10/2016)

2 Section 854 ff. BGB Principle of Legal Certainty
3 Section 20(2) German Condominium Act
4 Section 26(1) German Condominium Act
5 van Kann, J. (2009): Praxishandbuch Unternehmenskauf: Leit-

faden Mergers & Acquisitions. Stuttgart: Schäffer-Poeschel. 57 f.

Fig. 3:

Indicative procedure in an asset deal

Due Diligence PMI / carve-outAdmin Phase Purchase 
price payment

Implementation /
realization

Signing
Closing and
transfer day

Buyer draws up strategic and 
financial concept

Carry out business and legal 
checks on the assets (contracts, 
personnel, tangible assets, etc.)

Draft business plan with various 
scenarios

Decide on the negotiating team 
and who will be privy to 
information

Develop project plan and set 
milestones with due dates

Conduct negotiations and 
monitor their success

Prepare the transfer of assets 
on the seller’s side (carve-out) 
and their integration on the 
buyer’s side (PMI)

Prepare communications

Obtain the consent of 
customers for their contracts to 
be taken over and of sta for 
them to be transferred over in 
accordance with Section 613a 
BGB (German Civil Code)

Pay the agreed purchase price 
on time

If applicable, get the necessary 
o�cial bodies to consent to the 
asset deal

Project team members and/or 
coaches provide support

Handle communication, training 
on and implementation of the 
changes involved with the 
takeover, e.g.

 – ERP system
 – Processes
 – Organisational structures
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Homes for Homecare
How Housing Companies Can Create Value  
in the Homecare Market
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Residential real estate companies are subject to a diverse 
range of trends in a changing market. On the meta-level we 
have demographic change, bringing an aging and indeed 
shrinking society coupled with a rise in migration. Then 
there is rural depopulation and the general urbanization 
trend causing substantial growth in the scale of our cities. 
The top-heavy age pyramid present in our society today 
and the fact that old people want to stay living in their fa-
miliar surroundings for as long as they can are two factors 
that place our cities and housing companies under consid-
erable strain. The challenge lies in providing sufficient liv-
ing accommodation for the young who want to move to the 
city, and for the old who want to stay there. There is grow-
ing demand for alternative living concepts such as assisted 
living, senior living communities and multi-generational ac-
commodation in which several generations live under one 
roof. 

The homecare market 

In 2015 there were some 2.9 million people in need of care1 
in Germany. These people were looked after and cared for 
either in institutions (27 %) or in their own homes (73 %). The 
market for homecare in Germany is served by three types 
of organizations and accounted for revenue volume of EUR 
12.3 billion in 2015. The organizations involved are private 
companies, which make up 65 % of the market, non-prof-
it organizations (Caritas or Diakonie/church welfare) with 
33 % market share, and the public sector accounting for just 
2 % of the market. The number of care recipients is growing 
at a constant 2 % p.a. And the proportion of people being 
cared for in their own home is set to rise disproportionately. 
Fig. 1 illustrates the trend in recent years and the predict-
ed development of the different age groups in the period 
through 2030.

In Germany, the first, second and third act on strength-
ening long-term care (PSG, Pflegestärkungsgesetz I, II, III) 

and the rules laid down in the social security statutes, in 
this case social act five (SGB V – statutory health insurance) 
and social act eleven (SGB XI – long-term care insurance), 
form the legal framework within which homecare services 
are provided. There are five degrees of care (Pflegegrade): 
each care recipient is assigned one of them by their nurs-
ing care insurance fund. The degree of care determines 
which services a person can access and how much of the 
cost will be covered by the nursing care insurance fund. 
Any services beyond this scope must be paid for by the 
care recipient themselves. 

Providing in-home care services is very time consum-
ing and labor intensive for care providers. The demand for 
qualified care workers is high, with many regions unable to 
meet the demand, at least in part. Care providers endeav-
or to make themselves attractive employers by making the 
working conditions as pleasant as possible through means 
such as reducing driving time by optimizing carers’ route 
plans. Much of the work carried out by carers involves ac-
tivities for which qualified personnel is not required. This in-
cludes help around the home, which is often done by auxil-
iaries or sometimes by members of the family. 

Many providers of homecare services are keen to build 
their own facilities for assisted living or are taking steps to 
purchase and repurpose existing buildings. However, they 
often lack the funding to do this given that banks apply very 
restrictive financing conditions to such concepts or, more 
to the point, to such borrowers. That is because homecare 
services are in many cases still provided by businesses in 
sole proprietorship rather than limited liability companies. 
Assisted living as a concept does not in itself fall under the 
provisions for special buildings in the building regulations,2 
nor is it classified as a care home under the national or re-
gional care home acts. In-home assisted living means that 
care recipients live in their own homes (an apartment with 
bathroom and kitchen) where they are cared for by fami-
ly members or care facility employees. Care recipients are 

Fig. 1:

Our society is aging and in need of in-
creasing levels of care. Development of 
care recipient numbers by age group
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entitled to care aids to facilitate their care. The federal gov-
ernment subsidizes what it calls measures to improve the 
living environment (e.g. accessible bathrooms) to the tune 
of EUR 4,000 per measure, per care recipient. Senior liv-
ing communities can also access this subsidy of EUR 4,000 
per measure, per care recipient, up to a maximum of EUR 
16,000 per senior living community.3

Working for or in an assisted living community is very 
attractive for care providers and their employees. For one 
thing, the care provider has better control over their costs 
as a result, and for another, the employees benefit from 
minimal or no driving time. 

Options for housing companies

Residential real estate companies can increase their reve-
nues by developing concepts to match their specific situa-
tion and tenant structure. There are numerous options for 
how to maintain a high occupancy rate long term and meet 
the needs of older residents and people in need of care 
who want to stay living in their familiar neighborhood for 
as long as possible. Besides cooperating with care provid-
ers, it may also be possible for housing companies to set 
up their own care provider as a subsidiary or joint venture. 
The legal framework in Germany enables real estate com-
panies to set up their own care facilities. 

A first step toward approaching this subject would be 
to look for a suitable building and to create spaces in it 
which a care provider could use for daytime care services. 

This would mean creating a communal lounge (a place for 
residents to socialize), including bathroom and kitchen fa-
cilities and integrating fire protection measures. Fig. 2 illus-
trates the potential for a sample rental property of that kind. 

This example assumes that part of the original residen-
tial space is turned into space for daytime care facilities. An 
area of around 18 m² per care recipient is assumed in the 
calculations here. There is no statutory minimum but this 
figure is currently taken as the basis for new build projects 
of this kind.4 The residential real estate company can lease 
the 900 m² of space allocated for daytime care provision to 
a care provider (cooperation partner) at a higher net rent of 
EUR 10 per m² per month. This gives the real estate compa-
ny an extra EUR 4 per m² per month in revenues compared 
to the usual net rent for residential units (EUR 6 per m² per 
month). On a yearly basis that amounts to an extra EUR 
43,200 in revenues. This is offset by investment costs of 
around EUR 900,000, or EUR 1,000 per m². This results in 
an investment return of 4.8 %,5 illustrating the potential that 
can be achieved by repurposing just 15 % of the residential 
space (900 m²).

As mentioned above, care providers are very interest-
ed in creating their own assisted living facilities. The next 
example (see Fig. 3) shows the rental potential that a new 
build project for pure assisted living can have for a real es-
tate company. 

The demand for accommodation in assisted living facil-
ities has seen a rapid rise in recent years and is expected 
to increase further. Popular apartment sizes are 34–42 m² 

Without daytime care Assumptions With daytime care

# units 100

Total living space – new 5,300 m2

Net rent per m2 EUR 6.00

∑ net rent from 
residents p.a. EUR 381.6 k
Area for daytime care 900 m2

Net rent per m2 10,00 EUR

∑ net rent daytime care p.a. EUR 108.0 k

∑ net rent in total p.a. EUR 489.6 k

Additional revenues p.a. 
from option B EUR 43.2 k

Return on investment 4.8%

62 m2

6,200 m2

EUR 6.00

12

m2 living space per unit

# tenants per unit 2
# tenants in total 200

# of care recipients 50

Area for daytime care 
per care recipient1) 18 m2

Total area 
for daytime care 900 m2

Net rent pe m2 EUR 10.00

Investments for 
alterations per m2 EUR 1,000.00

Total living space

Net rent per m2

Time in months

EUR 446.4 kTotal net rent p.a.

Fig. 2:

Investments in refurbishing a building to provide daytime 
care can pay off: two versions of a property, one without 
and one with space for daytime care
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for one-room apartments and approximately 49 m² for two-
room apartments. Real-life examples show that higher net 
rents (from EUR 2.50 per m² as in this example) can be 
achieved with assisted living facilities. If we include the in-
come from the area used for the daytime care services, 
rental income comes out more than 50 % higher than it 
would be for the same rentable area. Construction costs 
for the two variants are almost identical, given that this kind 
of assisted living facility is not subject to any special build-
ing regulations. The additional costs of installing extra fire 
protection measures in assisted living facilities are quickly 
recouped from the additional income generated.

These are two examples of cooperation, whereby a 
residential real estate company makes space or an entire 
building available and rents out a facility for use by a home-
care provider. 

In combination with the options listed above, real estate 
companies also have the option of establishing or acquir-
ing their own homecare provider. On the one hand, this en-
ables synergies to be realized between the companies in 
areas such as finance and accounting or IT. And on the oth-
er hand, homecare providers generate a proven EBT mar-
gin of 5–20 %. An expert interview conducted by RITTER-
WALD in March 2017 found that as a rule of thumb, once a 
homecare business is fully up and running, 70–80 % of rev-
enues go on personnel costs and approximately 10–15 % 
go on all other costs of materials. Which means that, if ap-
propriately integrated into the residential real estate com-
pany’s corporate structure, a homecare service can make 
good business sense as a complement to the company’s 
residential real estate activities. 

Summary

This outline illustrates how housing companies can meet 
the wishes of their tenants who want to stay living in their 

familiar environment in their old age. Depending on their 
portfolio and their tenant structure, or when undertaking 
new builds, real estate companies should consider the po-
tential value that could be added from alternative rental 
properties through the creation of space for daytime care 
services or assisted living facilities. In the context of stra-
tegic neighborhood development with further synergies in 
mind, residential landlords could even go so far as to con-
sider founding their own homecare provider as a subsid-
iary company. A sensible combination of the options de-
scribed above holds out the best prospect of commercial 
success for real estate companies.

1 Social act eleven of the social security statutes (SGB XI) 
defines the need for long-term care. Sections 14 and 15 
contain the precise provisions defining when a person 
is considered “in need of care”. This determines the 
person’s entitlement to care services. Social act eleven 
of the social security statutes (SGB XI) defines the need 
for long-term care. Sections 14 and 15 contain the pre-
cise provisions defining when a person is considered “in 
need of care”. This determines the person’s entitlement 
to care services.

2 Please note that state legislation is authoritative and 
that it is important to check on a case-by-case basis 
which other regulations also apply.

3 See Section 40 of the social security statutes (SGB XI).
4 See journal “Häusliche Pflege” 01/2017.
5 Please note that this is a periodic ROI, resulting in a pay-

back period of about 21 years for the investment.

Rental units

7,000 m2 equates to approx. 
113 residential units averaging 62 m2 each

50 one-room apartments (37 m2 each) 1,850 m2 EUR 8.50 EUR 15,725 EUR 188,700

50 two-room apartments (49 m2 each) 2,450 m2 EUR 8.50 EUR 20,825 EUR 249,900

Daytime care (18 m2 per resident) 2,700 m2 EUR 10.00 EUR 27,000 EUR 324,000

Total 7,000 m2

7,000 m2

EUR 63,550 EUR 762,600

EUR 42,000EUR 6.00 EUR 504,000

Rentable 
area

Rent per 
m2

Rent 
pcm

Rent
p.a.

Potential for rental revenues from assisted living

ASSISTED 
LIVING

TRADITIONAL 
APARTMENTS

Fig. 3:

New build project for assisted living accommodation vs. traditional apartments
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Good Ideas 
for Bad 
Debts

Delinquent Tenant 
Receivables in the Housing 

Sector Offer Frequently 
Overlooked Revenue 

Potential

Large real estate companies are always having to deal with 
tenants in arrears. Despite internal dunning and eviction 
procedures they still have to write down millions in unpaid 
rent and utility charges every year. But delinquent, written 
down receivables are not fundamentally worthless – in fact 
they offer long-term revenue potential in many cases. Once 
they are legally enforceable claims (i.e. have been declared 
as legitimate receivables in a court of law), the statutory 
limitation period extends to 30 years. 

Housing companies have various options they can take 
when deciding which strategic position to adopt on receiv-
ables management: they could choose not to pursue delin-
quent receivables from debtors from whom payment could 
not be elicited even after legal proceedings (e.g. person-
al bankruptcy). Or they could engage debt collectors to 
collect the receivables. Alternatively, they could make up 
“packages” of written down receivables and sell them off 
(in a procedure known as factoring). This can be done on a 
rolling basis (e.g. all receivables falling due on a monthly or 
quarterly basis) or they can be put into one large package 
and sold to clear bad debts. 

The option of engaging a conventional debt collec-
tion agency cannot be recommended unreservedly from 
a business perspective for a residential real estate com-
pany. Total receivables from each (former) tenant usual-
ly amount to several thousand euros. Particularly when 
you have tenants who have been through dunning proce-
dures, forced evictions and court cases, the tenants can 
often be on the verge of personal bankruptcy. They may 
have moved away without leaving a forwarding address 
as a result, or they may only be able to pay off the debt 
in very small installments (e.g. 10–20 euros a month). The 
prospects of the total claim being paid back in the short to 
medium term are consequently very limited. Not only that, 
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but the real estate company may suffer damage to its im-
age as a result of being connected with debt collectors. In-
stead of pursuing the unpromising cases internally or with 
a local collection agency for moderate success, factoring 
offers a better option.

Factoring as an alternative to debt collection

Factoring involves a company (continually) selling its re-
ceivables to a specialist service provider. Member compa-
nies of the German Factoring Association saw their com-
bined revenues exceed EUR 200 billion for the first time in 
2015. Although it must be said that the vast majority of fac-
toring revenues have nothing to do with delinquent receiv-
ables that have been through the dunning process.

Normally, the company selling the receivables (e.g. a 
trading company, manufacturing firm or service provider) 
signs its receivables over to a factoring company as soon 
as the respective invoices have been raised. The factoring 
company then pays the seller 80–90 % of the total receiv-
ables immediately and subsequently takes care of the in-
coming invoice payments itself – including accepting the 
risk that the debt may be defaulted on (collection risk). 

So as we can see, regular factoring does not represent 
a compelling option for a housing company – after all, it’s 
clear that landlords don’t need external help with monitor-
ing their incoming rental payments. However, the factoring 
market is very diverse and some providers have special-
ized in the niche market of buying distressed receivables. 
And among them, certain experts are specifically targeting 
real estate and utility companies. 

Large packages of rental receivables  
are in high demand among factoring firms 

Germany’s healthy economy means that payment practices 
are generally better than average and the demand for re-
ceivables portfolios exceeds supply. The low interest rate 
environment means that many of the big factoring firms can 
refinance their debt at low cost and are willing to pay at-
tractive prices to real estate companies selling off their re-
ceivables in auctions or tendering procedures. 

Added value with RITTERWALD 

RITTERWALD has excellent knowledge of relevant mar-
ket players and service companies and supported one of 
Germany’s leading municipal housing companies in selling 
their written down tenant receivables (EUR 15 million in to-
tal receivables from 5,200 debtors) in a structured bidding 
process. Of the 27 market players identified, 11 were con-
tacted and competitive negotiations were entered into with 
three bidders. Ultimately, the receivables were successful-
ly offered to the best bidder – a professional and reputa-
ble factoring company – without attracting any public at-
tention. The attractive price paid for the portfolio of written 
down receivables improved our client’s bottom line in the 
form of a one-time effect.

Fig. 1: 

Weighing up the advantages and disadvan-
tages of factoring vs. debt collection from a 
 residential real estate company’s perspective

Debt collectors 

engaged by housing companies

 + Reduces payment default

 + Regular, small liquidity inflows

 + One less job for accounts receivable/dunning 
team to do

 + Collection costs paid by debtor if debt 
successfully collected

Factoring

Sale of written down rental receivables  
from housing companies

 + Immediate, significant liquidity inflow 

 + One less job for accounts receivable/dunning team to do

 + Buyer assumes all further collection risk

 + Clears bad debts and has a positive impact  
on the bottom line

 − Receivables are sold at a discount (87–98% of 
the original total receivables being paid)

 − Collection costs may need to be paid by real 
estate company if debt cannot be collected

 − Bad debts that cannot be recovered over a 
long period incur court/inventory costs

 − Possible negative image transfer from the poor 
image of debt collection in general

 − 30–60 % success fee payable to debt collector
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By 2030, about 6 % of 
vehicles are expected to 
be electric.
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Electric Mobility in 
Your Neighborhood 
E-Mobility is Growing Rapidly and Gaining 
 Relevance for the Housing Industry

The number of electric vehicles on the roads is still fairly 
low, falling far short of the German government’s targets for 
2020. Nevertheless, there has been extraordinary growth 
in the uptake of e-mobility products.1

Based on the given forecast and looking at the example 
of a housing company with 30,000 households, the tenants 
would own almost 2,000 electric vehicles in the year 2030. 
This, coupled with the fact that the bulk of vehicle charging 
takes place at home,2 makes e-mobility a topic of increas-
ing relevance for the housing industry. This kind of sector 
coupling between energy, mobility and housing is still not 
very well implemented and requires a large degree of co-
ordination between the different players in order to be suc-
cessful. Concrete results from research and practical appli-
cation are still quite thin on the ground, which is why most 
of the projects implemented to date are pioneering.

There are numerous reasons why housing compa-
nies should address the subject of mobility. For one thing, 
quality of living in the apartments will be improved by the 
presence of adapted local mobility offers. And for anoth-
er, increased property values can be achieved, as the ex-
pansion of mobility offers leads to better transport connec-
tions. Indeed, a housing company is in a good position to 
enter the mobility segment. That’s because the housing 
company knows their tenant clientele, can assess their mo-
bility needs, and a large portion of a person’s mobility need 
is naturally linked directly to their place of residence – most 
journeys start or end at home, after all.

Technical and legal framework 

The higher the charging capacity and the more charging 
points you make available on site, the higher the potential 
peak load will be. Since this can have a decisive influence 
on the overall capacity that needs to be provided and thus 
on the level of grid charges payable for a given neighbor-
hood, there are a number of load management solutions 

already on the market. The aim of these is to cap any spon-
taneous load peaks by more evenly distributing the power 
that is being drawn over time. Such concepts are particu-
larly interesting for fleet solutions when it does not matter 
which vehicle is used next, but applications on an individu-
al basis are also conceivable. If the increased demand for 
power cannot be balanced out by load management, the 
building’s mains connection will need to be upgraded, a 
very cost-intensive undertaking.

When it comes to billing, there are two things to keep 
in mind. In every scenario where there can be more than a 
single specified customer using a given charging point, the 
customer or vehicle using the electricity must be identified. 
In addition, the complete process of payment and billing 
must be covered. From 2021 onwards, smart meters will 
also have to be installed.3

Business models 

In the housing industry context, it is essential to choose a 
business model that can be realized with the amount of 
parking space actually present on the site. In other words, 
both the number of available parking spaces is limited and 
the location of these parking spaces is already predefined. 
The two most important criteria for categorizing business 
models are the number of parking spaces that will be fit-
ted with charging points and who will be able to use these 
charging points.

1. On the assumption that residents own (or will own) 
electric vehicles and charge their vehicles primarily over-
night, it can make sense to equip private parking spac-
es with wallbox chargers providing up to 3.7 kW of power. 
This low charging capacity is often sufficient for a privately 
owned car – fully recharging the vehicle’s battery within the 
typical amount of downtime such a vehicle has.4 The advan-
tages of this concept are that there is no need to set any 
rules for the use of shared charging points (e.g. “ parking 
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space must be vacated when charging is complete”). In ad-
dition, it makes billing easier, since each wallbox charger 
is assigned to a certain tenant and billing can take place 
through the tenant’s electricity bill. Finally, it can also be as-
sumed that peak loads will tend to be low due to the char-
ger’s low power rating. The disadvantages are that connec-
tion costs will be high due to the sheer number of wallbox 
chargers required and, at least in the next few years, the 
utilization and thus the economic efficiency of the chargers 
will be low. According to the ramp-up curve of demand, as 
illustrated above, approx. 6 % of the cars on German roads 
in 2030 will be electric vehicles.

2. Offering a car sharing option is one way of making 
it easier to estimate the amount of electricity that will ac-
tually be consumed. Under this option, a small number of 
parking spaces are supplied with charging points. These 
charging points are not publicly accessible but supply ve-
hicles docked at these locations and owned by a car shar-
ing provider. Cooperating with a car sharing company that 
provides the vehicles and bills customers for the individu-
al trips they take also keeps the total expenditure for the 
housing company low.

3. Another model is to install a small number of 
charging points that all tenants (and possibly also non-res-
idents) can use. The parking spaces in which the charging 
stations are installed are therefore not private but available 
for use by everyone. A higher power rating is required for 
such public charging points, as each will have to charge 
several vehicles per day. The advantage of this model lies 
in the higher level of utilization that will most probably be 
achieved by each charger, and also in the fact that it does 
not matter which tenants own or do not own an electric ve-
hicle because charging points aren’t allocated to personal 
parking spaces.

Summary

By 2030, about 6 % of vehicles on the roads are expect-
ed to be electric. Housing companies will need to deal 
with this issue sooner rather than later, as the mains con-
nections to residential buildings will need to be upgraded 
before too long. The business model involving charging 
points for mainly night-time charging is particularly rele-
vant. This is a market that is evolving fast and dynamically. 
To be in a position to cope with the future growth in elec-
tric vehicles, it makes good business sense to start now, 
gathering experience with installing charging infrastructure 
and examining the impact it has on building connections or 
customers’ systems.

First standardizations have already been implemented, 
with the result that some uncertainties have been resolved. 
However, experience over a longer period of time is still 
lacking, meaning that no best practices are yet available.

1 KBA (2018)
2 Wietschel (2018)
3 Klebsch (August 31, 2017), p. 78
4 Many suppliers on the market already offer wall-

box chargers at comparable prices with up to 22 kW 
charging capacity.

2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

2688
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1497

1117

834
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259193144

Fig. 1: 

Numbers are increasing: the ramp-
up of electric vehicles on Germany’s 
roads, in thousand vehicles (source: 
exponential function based on mean 
figures from various studies)
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Not far to travel: electricity 
is generated locally and de-
livered directly to end con-
sumers on site. Any surplus 
electricity generated is fed 
into the grid.
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Buy My Energy!
Direct Sales of Decentrally Generated Electricity 
with the Direct Electricity Supply Concept

What exactly is the direct electricity supply concept? 
Known in Germany as Mieterstrom, the concept involves 
electricity being generated locally and delivered straight to 
end users in the neighborhood. Any electricity that is sur-
plus to local needs is fed into the grid and corresponding 
payment is received; any extra electricity required is drawn 
from the grid. The advantage over feeding all of the local-
ly generated electricity into the grid lies in the fact that it 
does not need to be transmitted through a grid or network 
(apart from the one inside the building), which means that 
the electricity price can be lower because various taxes, 
levies and charges are no longer incurred. These are, spe-
cifically, the concession fee, electricity tax, grid usage fees, 
CHP surcharge, interruptible load levy, Section 19(2) of the 
Electricity Network Charges Ordinance (Strom-NEV) and 
the offshore liability levy.1 These elements make up an av-
erage of 41 % of the domestic electricity price, though there 
are significant regional differences.2

Even before the law on direct electricity supply came 
into force in July 2017, electricity was already being sold 
through direct supply. However, as “direct supply” is not a 
protected term, it has been interpreted in different ways. 
As a result, many direct electricity supply projects have 
been implemented with photovoltaics (PV) only, or with 
combined heat and power (CHP) units, or even as a com-
bination of both.

Parameters and implementation 

Projects of that kind can still be implemented since the law 
came into force, but it is now possible to have a building’s 
direct electricity supply subsidized by the state under cer-
tain circumstances. Subsidies depend on the size of the 
power-generating system and amount to 1.71–3.30 cents/
kWh as of December 2017.3 However, this subsidy for de-
centralized electricity generation is subject to certain con-
ditions: only PV systems are subsidized (i.e. no CHPs), and 

only up to a power output of 100 kWp. The electricity may 
not be fed through other grids and the system must meet 
the definition of a customer installation according to Section 
3 No. 24a of the Energy Economy Law (EnWG). The facility 
within which the direct electricity supply is sold must be at 
least 40 % living quarters, which means that buildings used 
purely for commercial purposes are not covered. Each indi-
vidual consumer must still be free to choose their electricity 
supplier without discrimination in order for the subsidy to 
be approved. The maximum term of any contract for direct 
electricity supply is one year. Furthermore, the price for the 
subsidized direct electricity supply is capped at 90 % of the 
local standard tariff. Last but not least, the legislator has 
limited the total number of subsidized projects to a maxi-
mum output of 500 MW per year, but it does not currently 
look like this limit will be reached in the foreseeable future.4

The price cap of 10 % below the standard tariff appears 
easy to realize given the above-mentioned levies that do 
not need to be charged. However, there are some risks in-
volved in implementing a direct supply project. The first is 
the fact that the requirement for the consumer to be able to 
choose their supplier without discrimination means that the 
project developer cannot be certain how many tenants will 
actually sign up for direct electricity supply, in other words 
cannot be sure what penetration rate they will achieve. 
Since selling electricity direct to tenants brings in more 
money than feeding it into the grid, the penetration rate 
is an indicator of great relevance for overall project prof-
itability.5 Particularly when the project is being installed in 
an existing building (i.e. not a new build), it may be difficult 
to achieve a high enough penetration rate. That’s because 
of the high acquisition costs per customer, which must be 
covered by the electricity price. In addition, there are high 
billing costs.6 Closely connected to billing is the question 
of meter management within the system. When electricity 
is purchased in the standard way, the grid operator is re-
sponsible for providing and reading the electricity meter. 
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Within a customer installation this responsibility falls to the 
operator.

Roles in project implementation

Apartments eligible for a direct electricity supply project 
are usually owned by a cooperative or a housing associ-
ation. One possibility is for this company to handle all of 
the tasks itself. Normally they will need to build up the right 
expertise to do this, but on the other hand all of the profits 
will stay in-house. There is one big obstacle to this mod-
el, however: companies in the housing industry often take 
advantage of an extended reduction in trade tax. But the 
sale of electricity is considered a “harmful activity” in this 
context, which means that these tax concessions no longer 
apply – not only to the sale of electricity but to the compa-
ny’s entire revenue (in the case of cooperatives, only above 
a certain percentage of revenue received from the sale of 
electricity). This means that it only makes sense to imple-
ment a direct electricity supply project for companies that 
no longer benefit from this tax break.

That said, this problem can be avoided if the housing 
company does not act as the company selling the electric-
ity. It can either outsource this activity to a subcompany or 
collaborate with a contractor.

Profitability

As the large number of influencing factors already sug-
gests, the profitability of direct electricity supply projects is 
highly dependent on individual circumstances. An expect-
ed project return is 5–7 % (4 % if all of the electricity is fed 
into the grid).7 However, this is very much project depen-
dent, meaning that direct electricity supply projects are not 
worth implementing in many cases, which is also reflected 
in practice.8 9 One of the biggest influencing factors is the 
regional level of grid fees and thus also the concession fee, 

which is a percentage thereof. These two items alone re-
sult in around 8 cents/kWh in indirect subsidization owing 
to the fact that these fees are not payable. In addition, larg-
er projects are often more profitable, which can make the 
combination of the 90 % rule with the 100 kWp limit prob-
lematic.

Summary

The study examines which factors affect the profitability of 
direct electricity supply projects, which is highly dependent 
on individual circumstances. The influencing factors exam-
ined are installed PV capacity, size of interim storage facili-
ties, penetration rate and roles in the implementation of the 
project. Ideally, tenants should be able to purchase low-
cost renewable electricity generated on their own rooftops 
and thus contribute to the energy transition.

The funding restrictions are still extensive and particular-
ly restrict the implementation of more profitable (i.e. larger) 
projects. There are also a number of uncertainties associat-
ed with the organizational aspects of such a project. Within 
the first year of direct electricity supply being subsidized, 
the number of applications is still limited – confirmation that 
the obstacles mentioned are a concern. Tax implications for 
housing companies continue to ensure that implementation 
does not add value for a significant proportion of owners of 
buildings that may have the potential for direct electricity 
supply projects. A quick check can help to identify the key 
issues for your company and to find ideal locations for di-
rect electricity supply projects in your portfolio. 

Fig. 1:

Electricity price 
breakdown in 
cent/kWh

2.05
Electricity tax

1.66
Concession fee

0.44
CHP surcharge

0.39
Section 19 of Electricity  
Network Charges Ordinance

0.01
Offshore liability levy

17.29
Rest of the 
 electricity price

7.48
Grid charges

1 Ahlers/Kaspers (2017), p. 173
2 BDEW (January 9, 2018), p. 7
3 BNetzA (2017), p. 6
4 BNetzA (2018)
5 Hanusch/Hümpfner (2017)

6 Sagmeister (2017)
7 BMWi (n.d.), p. 4
8 BH&W and others (2017), p. 94
9 Konstantin (2009), p. 184
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Ensuring that tenants can 
choose their electricity 

supplier without 
discrimination

Directly supplied electricity 
can cost a maximum of 

90 % of the local  
standard tariff
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used as living quarters

Already the case in the majority of 
potential projects

Assessment varies greatly due 
to local composition of  electricity 

price

Very high business risk

Subsidization of direct 
electricity supply projects 
is capped at 500 MW in-
stalled capacity per year

Only projects with a maxi-
mum installed PV capacity 
of 100kWp are subsidized

Direct electricity supply 
contracts limited to a 
maximum of one year

Larger projects are more worth-
while, splitting up is often possible 

but involves lots of red tape

Very high business risk

Far from exhausted

The installation must 
meet the definition of a 
“customer installation” 

pursuant to section 3  
no. 24a of EnWG

Can be problematic

§

Fig. 2:

Evaluation of the requirements 
arising from the law on direct 
electricity supply

Literature
Ahlers, Malaika/Kaspers, Juliane (2017): 

Mieterstrommodelle - Wie können die 
Mieter aktiv an der Energiewende teil-
nehmen?, in: Zeitschrift für Neues Ener-
gierecht, 21st year, no. 3, p. 173–178.

BDEW (January 9, 2018): BDEW-Strom-
preisanalyse Januar 2018. Haushalte 
und Industrie, Berlin, Germany, URL: 
https://www.bdew. de/media/docu-
ments/180109_BDEW_ Strompreisanal-
yse_Januar_2018.pdf, retrieved: May 
14, 2018.

BH&W/Prognos/on behalf of the BMWi 
(2017): Schlussbericht Mieterstrom, Ber-
lin, Germany, URL: https://www.bmwi.de/
Redaktion/ DE/Publikationen/Studien/
schlussbericht-mieterstrom.html, re-
trieved: May 4, 2018.

BNetzA (2017): Hinweis zum Mieter-
stromzuschlag als eine Sonderform 
der EEG-Förderung, Bonn, Germany, 
URL: https://www.bundesnetzagentur.
de/SharedDocs/Downloads/DE/Sach-
gebiete/ Energie/Unternehmen_In-
stitutionen/ErneuerbareEnergien/
Mieterstrom/Hinweis_ Mieterstrom.
pdf;jsessionid=BB0E14F76B- 29C57D-
630226563890BC68?__blob=- publica-
tionFile&v=3, retrieved: April 27, 2018.

BNetzA (2018): Veröffentlichung der 
PV-Mieterstrom-Meldezahlen - Juli 
2017 bis März 2018, URL: https://www. 
bundesnetzagentur.de/DE/Sachge-
biete/ ElektrizitaetundGas/Unterneh-
men_Institutionen/ErneuerbareEnergien/
ZahlenDatenInformationen/EEG_Reg-
isterdaten/ EEG_Registerdaten_node.
html#doc- 732052bodyText5, retrieved: 
May 11, 2018.

BMWi (n.d.): Eckpunktepapier Mieterstrom, 
URL: https://www.bmwi.de/Redaktion/
DE/ Downloads/E/eckpunkte-mieter-
strom. pdf?__blob=publicationFile&v=8, 
retrieved: April 3, 2018.

Hanusch, Johannes/Hümpfner, Martin 
(2017): Energetische Quartiersentwick-
lung im Kontext des Smart City Ansatzes, 
URL: http://www.ritterwald.de/download/ 
pdf/RW_20170123_Energetische_Quart-
iersentwicklung_www.pdf, retrieved: 
May 14, 2018.

Konstantin, Panos (2009): Praxisbuch En-
ergiewirtschaft. Energieumwandlung, 
-transport und -beschaffung im liberalis-
ierten Markt, 2nd edition, Berlin.

Sagmeister, Stefan (2017): Fragliche Verhe-
ißung Mieterstrom, in: Energie & Man-
agement, no. 14, p. 2.



38



39

The Chain of the Future
Blockchain – What It Is and How It Can Be Used in 
the Real Estate Sector

Blockchain has been the subject of intense debate for sev-
eral years now. Judging by what one hears at many confer-
ences, blockchain is rumored to have almost magical po-
tential for disruption. Some have even gone so far as to say 
“Get ready to rewrite everything”.1 Others believe that the 
hype around blockchain technology is overinflated.2 We 
explain in simple terms what blockchain is and discuss its 
significance for the real estate industry.

Blockchain made easy 

Many different definitions of blockchain can be found in the 
trade press and on the internet. Yet it can still be difficult for 
the non-technical among us to understand how blockchain 
works. That is because most definitions consist of numer-
ous technical terms strung together and require a certain 
level of technical knowledge. So let’s start with the basics. 
Here is an explanation of blockchain for business manag-
ers: blockchain is the name for a technical database con-
cept which involves storing data that cannot be changed 
or deleted once it has been verified. Within this database, 
datasets are attached together in blocks. Subsequent data-
sets constitute new blocks and are attached to existing 
blocks. This creates a sequential chain of data blocks. 

While this is still a fairly technical definition of block-
chain, it becomes easier to visualize if you look at it like an 
Excel file. Imagine the Excel file as a database. The data-
base consists initially of one worksheet (block 1). The first 
row in the worksheet is reserved (more on that in a mo-
ment). The second row contains a dataset (dataset 1). An-
other dataset is added in the next row (dataset 2). This is 
repeated several times until the block has reached a pre-
defined storage limit. In the last row a so-called hash value 
is generated out of all the datasets. This is a checksum of 
all of the information stored in the block and is calculated 
using an algorithm. In each additional worksheet (block 2, 
block 3, etc.) the hash value from the previous worksheet is 

entered in the first (reserved) row and included in the cal-
culation of the new hash value.

At this point you can perhaps already see the reason 
for all the excitement around blockchain. It’s the linking of 
all the blocks into a chain with a hash value that creates a 
manipulation-proof database. And it’s easy to see why: if 
the content of any of the blocks (or any of the rows in our 
Excel table example) is manipulated, then the hash value 
of the block will change and the reference figure linking 
the manipulated block with the next block will no longer 
match. So the hash value is a proof of integrity that can be 
permanently validated, thus guaranteeing the integrity of 
the data. Of course the question is, who is in charge of val-
idating the data? That depends on the type of blockchain 
being used, in other words what particular attributes the 
database is meant to fulfill. In a public blockchain anyone 
can view and validate the data. In our Excel list analogy, 
this would mean that the database would be distributed 
between various different computers, so that anyone, any-
where in the world, could see the entries in all cells at any 
time and check whether their hash values matched. Thus, 
the public at large would fulfill the control function, as inter-
mediaries have done to date with their databases stored 
on central servers. 

Since a public database is not desirable or appropri-
ate for all scenarios, there are also so-called consortium 
blockchains and private blockchains. In these cases the ac-
cess to data is restricted to a certain number of participants 
(within a consortium or within a company) and only select-
ed members can validate datasets.3 

So as you can see, there is no such thing as “the” block-
chain. What blockchain is, in fact, is a way of processing 
and storing data. For every different application, you there-
fore need to check in advance whether blockchain makes 
sense in your particular scenario and which type of block-
chain is the right one for you. 
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Blockchain vs. Bitcoin

No doubt you’ll have heard of the cryptocurrency called 
Bitcoin. Bitcoin is the best known use case for blockchain 
technology, but it is by no means the only one. Bitcoin is 
often wrongly considered synonymous with blockchain. In 
fact, Bitcoin as a cryptocurrency builds on a special type of 
blockchain without which it could not function. It is helpful 
to take a look at the Bitcoin blockchain to understand the 
benefits and potential uses of blockchain. Bitcoin is a net-
work consisting of a virtual payment system and a virtual 
monetary unit. Unlike conventional currencies, transactions 
within a Bitcoin network are processed without intermedi-
aries (such as banks). Everything is done peer-to-peer in-
stead.4 This is possible because the trust function fulfilled 
by the intermediary is replaced by the collective, as the col-
lective validates the transactions. In fact, the transactions 
are validated by so-called miners. In the Bitcoin network, 
any participant can act as a miner and be involved in vali-
dating the transactions. There is a financial incentive to do 
so, in that only the first miner to correctly validate the trans-
action receives a payment in the form of Bitcoins. 

The disruptive nature of blockchain technology consists 
in the fact that it cuts out all intermediaries. For the first time 
it is possible for a technology as opposed to a legal entity 
to generate the trust necessary for the exchange of items 
of value. Cutting out the intermediary in this way facilitates 
the transformation from an internet of data to an internet 
of values. And because the blocks (Excel worksheets) can 
record the transfer of any conceivable form of value, it is 
not only financial intermediaries like banks but all interme-
diaries of any kind that can be cut out by the blockchain 
technology. 

Use cases

There are many different potential uses for blockchain. The 
main industry that is currently testing blockchain technol-
ogy is the financial sector, where the potential efficiency 
gains are greatest. Banks spend 65–80 billion dollars ev-
ery year on clearing and settlement. All this money could 
be saved in the future.5 The technology also enables smart 
payment methods for objects such as refrigerators, which 
could automatically order produce and pay for it upon de-
livery.6

The energy sector is also applying blockchain. RWE, for 
example, is working on an electrical outlet adapter for elec-
tric vehicles. The adapter can be plugged into any power 
outlet and then connected to a vehicle. It’s not the owner 
of the electrical outlet that is billed for the power consump-
tion, but the owner of the vehicle. What the blockchain 
does is note how much energy is consumed in charging 
the vehicle.7

No industry will get by without blockchain in the supply 
chain management of the future. That is because the use 
of blockchain will enable everything – from the raw ma-
terial to the finished product to its ultimate recycling – to 
be documented and monitored from start to finish with no 
gaps. Smart sensors may be used to do this. Products like 
meat, for example, can be shipped in containers, whereby 
if there was any break in the cool chain the sensors would 
pick up on this and payments would not be released.8

People are also talking about smart contracts in this 
context. These are computer programs that represent con-
tracts and automate the contract handling process. To en-
able this to happen, contract compliance is monitored in 
real time and the rights of the contractual parties are as-
serted automatically. Leasing agreements are one example 
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of where smart contracts can be used: if a customer does 
not pay the monthly installment for their car, access to the 
vehicle can be automatically blocked.9

Blockchain in the real estate industry

The question is, whether blockchain technology also 
makes sense for use in the real estate industry. One area 
in which it could be used is to automate rental contracts as 
in the leasing example above, whereby the apartment door 
would remain locked if the tenant failed to pay the rent. Un-
fortunately the legal framework does not allow for this at 
the present time. 

Another scenario that is already possible today con-
cerns the automation of maintenance and claims manage-
ment. Detecting damp in the walls, spotting mold and mil-
dew, having defects reported by the tenant, getting the 
painters in, accepting, paying and even proving insurance 
and warranty claims are all procedures that can be auto-
mated. Things like this that might involve numerous inter-
faces today will be completely automated in the future with 
smart wall sensors. R&D departments are currently work-
ing on developing such sensors that may well help to sig-
nificantly automate cost-intensive processes.10 The way it 
would work is as follows: the sensor would be installed in 
or on a wall and permanently measure the condition of the 
walls as well as the temperature and humidity in the proper-
ty. This data would then be stored in the blockchain. If there 
was a brief spike in the humidity level inside the apartment, 

the tenants could be contacted by smart phone and asked 
to air the property, or a window could be opened auto-
matically. If the level stayed high for a lengthy period, this 
would trigger a home visit. In the event of water damage, 
the water valve would be closed and a call placed with the 
emergency services. Any successful repair activity would 
be noted in the blockchain. With a smart contract in place, 
the payment to the service provider would be triggered au-
tomatically. And the insurance company, again with a smart 
contract in place, would be able to trigger the payout to 
their customer because the data from the sensor would 
provide proof that water damage had occurred. So what 
this does is turn concrete into a smart material that supplies 
the landlord with valuable information. It’s not uncommon 
for there to be a disagreement with tenants about humidity 
levels, mold and mildew and fluctuating temperatures in a 
property. The use of smart sensors can help more quickly 
to identify and, crucially, to prove what caused it. 

Currently, many companies are also considering how 
entire real estate transactions can be handled through 
the blockchain, or certain process steps (cutting out vari-
ous intermediaries) can be optimized with its help. Notable 
firms include chromaway.com, rexmls.com and ubitquity.io. 
If these projects prove successful, this would be another 
major step toward the enhancement of existing platform 
solutions. The Australian platform pexa.com.au, for exam-
ple, already facilitates the transfer of real estate on an al-
most completely paperless basis. It is, however, highly re-
stricted, with only licensed intermediaries such as lawyers, 
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notaries public and financial institutions having access to 
the system. True disruption of the real estate transfer pro-
cess will not be achieved in this way, unlike with blockchain 
technology. 

Blockchain in your company 

So, if you are now playing with the idea of using blockchain 
technology in your company, we have put together a few 
important things to note. Of course we cannot possibly say 
for sure whether or not blockchain is right within the real 
estate industry context – and whether or not you should 
use blockchain in your company depends on the specific 
scenarios for which you wish to use it. Do you need a data-
base? Is it sufficient for you to have control over the data? 
Are you going to be making payments with it? These are 
just some of the questions that need to be answered be-
fore you start planning the implementation of new techni-
cal solutions. But once you’ve done that, the use of block-
chain can add significant value. It may be helpful to adopt 
a visionary perspective. Few companies today have a de-
tailed record of all the components used to construct the 
buildings in their portfolio. But that is going to change, part-
ly as a result of the increased promotion of BIM by policy-
makers. So why not think about future-proof solutions right 
away? As part of a dedicated analysis, Fig. 1 can help you 
identify whether using blockchain could be advantageous 
to you generally speaking, and what type of blockchain – 
public, hybrid or private – would suit you best. 

Going back to our example with the wall sensors, this 
would mean deciding whether the smart wall should com-
municate only with the caretaker (for standard cases) or 
the company’s own engineer (for more complex measures) 
when it identifies a need for communication. If so, a private, 
company-internal blockchain can be used, which may in-
volve putting in place a reliable ticketing system and linking 
it up to smart objects.11 

If, on the other hand, you wanted to exploit the full ex-
tent of the possibilities available with a smart wall, it would 
need at the very least to be integrated into a hybrid block-
chain (consortium blockchain) to which tradesmen and in-
surance companies were also connected. This would be 
the only way to enable automated communication with 
them. 

And if you wanted to create an open platform with the 
potential for its applications to grow and with no restric-
tions on the types of people who could participate in it, 

or even with the ability for the public to act as the con-
trol body, ensuring that none of the parties involved ever 
had a monopoly in the blockchain, then a public blockchain 
would be the right way to go. 

Summary & outlook

Blockchain could very well be a game changer in the real 
estate sector. Buying and selling properties, utility bill-
ing, renting – in almost every area there is the potential 
for blockchain to be used. Currently, however, it remains 
mostly a mental exercise. The crucial thing will be wheth-
er meaningful use cases can be identified that are actu-
ally possible from a legal perspective. That said, the real 
estate sector needs to get creative and think proactively 
about possible application scenarios. Policymakers have 
long been thinking about blockchain, considering what un-
derlying framework they need to put in place to enable it 
to be used in any meaningful way. Ideas range from giving 
each individual a blockchain private key stored on their ID 
card to giving robots and artificial intelligence legal person-
ality so that they can act autonomously. Whatever happens, 
blockchain is a subject that the real estate sector will cer-
tainly need to address.

1 http://startupmanagement.org/2014/12/27/the-block-
chain-is-the-new-database-get-ready-to-rewrite-ev-
erything/

2 https://coinspondent.de/2016/11/30/sfr-zeigt-preis-
gekroenten-blockchain-beitrag/

3 https://www.technologiestiftung-berlin.de/fileadmin/dat-
en/media/publikationen/170130_BlockchainStudie.pdf

4 Possession of cryptographic keys proves ownership 
of the monetary unit. That is why Bitcoin is known as a 
cryptocurrency.

5 http://www.faz.net/aktuell/finanzen/digitalis-
ierung-banken-glueckt-baumwoll-lieferung-per-block-
chain-14497029.html

6 http://www.deraktionaer.de/aktie/professor-beck-zu-
blockchain-und-bitcoin---deutschland-hat-den-knallnicht-
gehoert--289900.htm

7 https://www.wired.de/collection/business/die-block-
chain-im-alltag-vier-beispiele-wie-das-geht

8 http://futuregram.trendone.com/blockchain/block-
chain-und-die-versorgungskette/

9 https://www.computerwoche.de/a/blockchain-im-ein-
satz,3316539

10 http://versicherungswirtschaft-heute.de/unternehmen/
blockchain-technik-ersetzt-schadenabteilung/ ; http://
ubirch.de/

11 https://www2.deloitte.com/content/dam/Deloitte/uk/
Documents/Innovation/deloitte-uk-internet-of-value-ex-
change.pdf
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Digitalizing Construction  
with Building Information Modeling –  

Is There Potential to Be Had for the Real Estate Sector?

Major construction projects in Germany all too often end up 
with huge budget and build-time overruns. We have seen 
that in projects like the Elbe Philharmonic Hall in Hamburg 
and Berlin Airport. Building Information Modeling (BIM) 
promises greater planning security and easier control of 
projects. For this reason, the government has drawn up a 
phased plan for the introduction of BIM in Germany. Feder-
al Transport Minister Alexander Dobrindt defined it as a na-
tional objective to introduce BIM as the planning standard 
for major infrastructure projects by the year 2020.1 In Jan-
uary 2017, Dobrindt additionally presented a “Construction 
4.0 master plan” as an extension of the phased plan.2

BIM can be used not only to model the planning and 
construction phase, but to map out the entire lifecycle of 
a building. The use of BIM could be of interest to residen-
tial real estate companies during a building’s operational 
phase in particular. After all, if you consider the entire life-
cycle of a building, the planning and construction phases 
account for just 2–3 % of the building’s useful life on av-
erage. Some 15 % of total costs are incurred in these two 
phases. But the remaining costs come mainly in the opera-
tional phase and it is here that BIM can optimize processes 
and cut costs.3 So what exactly is BIM?

BIM – What is it, exactly?

BIM is first and foremost a cooperative method of work-
ing based on a digital model (a smart 3D model). The aim 
is to capture all of the processes and information relating 
to a building in the early planning and design phases and 
connect them together in a way that is transparent for ev-
eryone involved in the project. What this does is simplify 
the process of modifying the plans in later phases of the 
project and it optimizes time schedules, construction costs 
and project risks. 

Basically, BIM can be split into four key elements (see 
Fig. 1). The digital model of the building serves as a work-

ing basis for all the project participants and brings together 
all relevant information on the building. The smart 3D mod-
els consist of more than just lines, surfaces and volumes – 
they also include objects specific to the building (e.g. walls, 
doors and windows). The structural elements are recorded 
in the model along with their specific properties such as 
material, manufacturer, lifetime, maintenance intervals, etc.

Throughout the entire process of planning and con-
structing the building, the model is continuously filled with 
data, enhanced and kept up to date. All of the process-
es and measures taken within the construction project can 
be managed more efficiently when a BIM model is used. 
The digital model allows all project participants access to 
the data, which they can then share and modify. This guar-
antees that everyone is always on the same page as the 
project progresses and facilitates better cooperation. The 
digital model can be used to conduct a diverse range of 
analyses (e.g. cost analyses, simulations, etc.), which per-
mit detailed insights into quantities, costs, timings, and so 
on. Alongside the possibility of producing integrated anal-
yses with the help of the digital building model, other rele-
vant documents can also be generated from within BIM. As 
shown in Fig. 2, these range from two-dimensional draw-
ings (e.g. draft or detailed designs) to three-dimensional 
design visualizations and virtual building walkthroughs to a 
bill of quantities for the performance specifications. 

The creation of smart, three-dimensional building mod-
els with integrated information on components simplifies 
the work of architects and technical planners. First advan-
tages arise from the use of BIM mainly in the planning and 
construction phase. Planning quality can be significantly im-
proved through simulations and collision checks. This en-
ables subsequent changes and additions to be minimized 
along with interface risks, and also permits the early iden-
tification of design errors. Costs can be optimized thanks 
to the model-based analyses and cost simulations and, in 
fact, costs are also reduced down the line because quan-

BIM
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tities and costs are precisely calculated. Time, too, can be 
saved with the use of BIM, given that it permits the faster 
implementation of design alterations. Not only that, but the 
level of transparency and availability of data means that de-
cisions can be made quicker. 

At first glances, it might appear that BIM is a method pri-
marily aimed at the design and construction phase of build-
ings and that most of its benefits will be felt there. But BIM 
is not just for these two phases – it spans the entire lifecy-
cle of a building. The digital model can be very useful in 
the operational and end-of-life phases of a building, mak-
ing the use of BIM there well worthwhile.

BIM for the residential real estate sector

At the end of a building’s construction phase, the construc-
tion firm hands over an as-built model of the building to 
the client. The corresponding BIM model is an exact virtu-
al copy of the building as it stands in reality, and contains 
all relevant information. The handover of the digital model, 
containing all of the building’s data, at the point of transi-

tion from the construction to the operational phase offers 
the big advantage that it prevents any loss of knowledge. 
The fact that about 50 % of the costs of subsequently intro-
ducing a CAFM (computer-aided facility management) sys-
tem are incurred in the course of capturing and processing 
information on the building itself and its contents serves to 
make this all the more apparent. As much as 10–30 % of this 
data is generated during the design phase.4 When the con-
ventional method of planning and design is applied without 
the use of BIM, such data is not recorded in any usable way. 
Utilizing BIM therefore presents many opportunities for the 
residential real estate sector to optimize the management 
of buildings on the basis of the digital model. 

CAFM systems are used to support the facility man-
agement team in operating a property. To ensure the op-
erational capability of a CAFM system, there needs to be 
a standardized, well structured and comprehensive da-
tabase of alphanumeric and graphical data plus relevant 
documents in place. And the CAFM software needs to be 
connected to the BIM model in order to make the build-
ing data stored in the digital model usable for a residential 

Fig. 2:
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real estate company. In this context, the BIM solution (Fig. 
3), which is inherently based on CAD (computer-aided de-
sign) software, forms the basis for adding in other optional 
programs with (industry) specific functionality. The bulk of 
the data that requires processing in facility management is 
alphanumeric (e.g. lists of rooms and spaces, lists of doors, 
lists of technical systems and structural components). 
When this data is taken out of the digital BIM model and 
transferred to a CAFM system, the data basis that results 
enables facility management tasks such as maintenance 
planning, fault management, cleaning management, etc. to 
be completed more effectively. Graphical model data is of 
secondary importance. In a facility management context it 
can be used to manage spaces (layout planning, move and 
relocation management, etc.). Besides the alphanumeric 
and graphical data contained in the BIM model, documents 
produced in the course of the construction project can be 
used during building operations.5 The existing digital mod-
el can also be taken as the basis for refurbishment, remod-
eling or demolition measures – for precise planning and 
design and for the calculation of quantities. Positive effects 
in the management phase of a given property are achieved 
in the long term assuming that the BIM data model is reg-
ularly updated with new data captured by sensors. In that 
case, you would always have access to the latest condition 
data on all technical facilities with maintenance or traffic 
safety relevance.6 Cutting-edge technology could also be 
applied here. Drones, for example, could be used in facility 
management to measure energy loss and document tiny 
cracks in the building envelope.7 It must be said, however, 
that these potential uses of BIM in facility management are 
not reflected in practice in Germany today.

Summary

The outlined potential for the use of BIM throughout a 
building’s entire lifecycle is not yet realized in Germany to 
any great extent. BIM is most commonly used here in the 
design and construction phase of buildings. International-
ly speaking, BIM is much more widely used in some coun-
tries, including the UK, USA and Scandinavia. Since April 
2016, the use of Building Information Modeling is in fact a 
mandatory requirement on public sector construction proj-
ects in the UK.8 Facility management in the context of BIM 
is not yet established in Germany. Technologically speak-
ing, facility management can already be included in BIM 
projects. There are international data standards such as 
IFC (Industry Foundation Classes) and the COBie standard 
(Construction Operations Building Information Exchange) 
which enable data sharing in the facility management con-
text. So why is it that BIM is not yet being applied in facility 
management in Germany? The answer to this question is 
none too clear. What is certain is that a lot more needs to 
be done to inform the relevant players in Germany about 
what BIM can do. Added to that, particularly in the facili-

1 See BMVI (2015), n. pag.
2 See Beuthan (2017), n. pag.
3 See N.N. (2014), n. pag.
4 See N.N. (2014), n. pag.
5 See Bender/Schlundt (2016), n. pag.

6 See Bogenstätter (2016), p. 8.
7 See Beuthan (2017), n. pag.
8 See Beuthan (2017), n. pag.
9 See Bender/Schlundt (2016), n. pag.

Fig. 3: 

Various program components can be linked 
in to the BIM model

ty management context, there is a lack of German refer-
ence projects to demonstrate the added value that BIM of-
fers and to prove that it works.9 With the BIM method not 
really having established itself among building designers 
in this country yet, it doesn’t have much of a presence in 
the facility management sphere. This is more of a second-
ary effect and the technology’s presence can be expected 
to increase as BIM spreads generally and becomes more 
widely used. As described above, the first steps in this di-
rection have already been taken by the government with 
its phased plan for the introduction of BIM in Germany and 
the Construction 4.0 master plan. The technical and theo-
retical basis for the use of BIM is in place. It is now down to 
industry players themselves to start putting it into practice. 
So, what are we waiting for?
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Going Digital Faster
Lean Digitalization – How to Digitalize Your Real 

Estate Company Like a Startup

Startups are fast, no doubt about it. There are many rea-
sons for that. Naturally it is easier to reach agreements 
and make strategic decisions in a small team with the boss 
present at all meetings. But it’s not only that: the everyday 
internal, operational business of a well managed startup 
is uncompromisingly designed for efficiency, particularly 
when it comes to product development. This explains how 
good startups are able to overtake companies that have 
been successfully operating in the market for decades. 

One of the reasons for their success is that startups 
employ a specific method to move their product develop-
ment activities forward. In 2008, Eric Ries published a book 
called “The Lean Startup”. In it he depicts the product de-
velopment process as a constant feedback loop with the 
customer. The principle is to go to market quickly, even if 
the product is not perfect. In the startup world, some even 
say that if you are not ashamed of your first product, you 
must have spent too long on it. The market will test the 
products and give the startup feedback on what is good, 
what is less good and what doesn’t work at all. This feed-
back then serves as the basis for the next step in the prod-
uct development process. 

When real estate companies think about digitalization, 
they often – and quite rightly – think mainly about things 
like changing their ERP system from one provider to anoth-
er. Huge volumes of data need to be moved. A project like 
that takes a long time and costs a lot of money. After all, it 
involves considerable effort in training staff to use the new 
system. A properly set up, cutting-edge ERP system is un-
doubtedly worth all the effort, but it certainly takes a lot out 
of an organization. 

That said, digitalization on a much smaller scale, with 
a much smaller budget and a much shorter timeframe can 
achieve a great deal too. We at RITTERWALD have there-
fore developed a method which enables even large cor-
porate groups to move forward with digitalization in short 
sprints based on lean startup principles. Our aim is to give 

our clients the opportunity to drive their own digitalization 
the way a startup would. 

In a traditional digitalization project, the first step would 
be to analyze the status quo. That means measuring how 
digital the company already is and what digitalization proj-
ects are already in place. Then other opportunities for digi-
talization would be identified and their potential measured. 
The identified approaches would then be implemented. 
This approach is well suited to companies wishing to take 
deliberate steps to change their organization from the 
ground up. 

In lean digitalization we turn this logic on its head in or-
der to achieve results fast: we go straight to the pain points 
and take action immediately. First we select a process in 
collaboration with our client. It should be a process that is 
fairly significant for the company, tying up a lot of resourc-
es. And it should be one that is not yet fully digitalized – 
which will usually be the case anyway. We then meet with 
the process owners to identify where the problems and 
bottlenecks are. From this point on, the work will focus on 
the most serious issues. 

With our understanding of the market for software pro-
viders and startups we are in a position to pinpoint digital 
solutions for the problems identified. We’ll then speak with 
our client to decide which solution to choose and we sub-
sequently implement it over the next few days. The aim is 
not to change the organization wholesale, but to take small 
steps which will have an immediate effect. Let’s look at the 
rental process by way of example. 

Lean digitalization in the rental process 

PROBLEM  Let’s assume that a discussion with the Head of 
Rentals reveals a significant problem, which is that proper-
ty viewings represent the most time-consuming part of the 
process. Each residential unit is averaging three viewings, 
which is significantly above the regional average. 



47

ANALYSIS  Viewings can be outsourced, which will nor-
mally save money. But digitalization offers a much bigger 
lever. You need to look at why several viewing appoint-
ments are always necessary. The main reason will be that 
the viewer is not actually the right applicant for the prop-
erty. Assuming there’s nothing wrong with the residential 
unit itself (too expensive, horrible carpets, bathroom in a 
poor state or similar), what you need to do is improve your 
selection of applicants in order to reduce the number of 
viewings. This does not mean examining every last detail 
of every applicant in advance. That would just shift the ef-
fort from one point in the process to the next. What we can 
do is automate the selection process and raise the level of 
quality. 

SOLUTION  There are many different providers offering 
solutions in this segment. Most of them generate a list of 
the inquiries that come in through the usual property por-
tals. Since the applicants normally supply information about 
themselves, such as their salary and employment status, 
this data could also be analyzed and utilized via filters. In 
a few clicks it would then be possible to filter out the most 
suitable of all the applicants. 

IMPLEMENTATION  Having presented the identified solu-
tion to our client, we would then sit down together and se-
lect a suitable provider. The chosen provider would come in 
and present their solution and offer you a trial of the prod-
uct. We can help with any requested software adjustments 
(such as standardizing user access rights and the like). 

MEASUREMENT  We can now literally take a stopwatch 
and identify whether or not the new method is better. If 
it is, implementation can begin. In our example here, the 
number of viewings would be analyzed. If the number of 
viewings necessary to fill a unit falls from 3 to 1.5, the re-
sulting savings can be compared against the cost of the 
digital solution. This would make the added value imme-
diately apparent and significantly speed up a tricky step 
in the process, and the costs of implementation would be 

relatively low. 
The advantage of employing the lean digitalization ap-

proach is the speed with which success is achieved. Good 
news quickly gets around a company as soon as process-
es are improved, as described above. You can then expect 
employees to come forward with their own suggestions for 
modifications. This can trigger a real avalanche of improve-
ments, which then just needs to be guided in the right di-
rection by management. 

From digitalization to cultural transformation

When people start telling each other the digitalization suc-
cess stories, the kinds of barriers that usually need to be 
overcome through change management will be broken 
down by the employees themselves. What the company 
will experience in this phase is a minor cultural transforma-
tion. Innovation will be carried through the company from 
the bottom up, rather than being decreed top down. Even 
if you already do this in your company, digitalization is the 
perfect way to live this culture of innovation.

Approaching digitalization in small steps, known as 
sprints, as a way to solve specific problems, inspired by 
the lean management principles, is a great way of picking 
up the pace. When employees are involved in the process 
in the right way and given the opportunity to present their 
own ideas, you will find that it is the employees themselves 
who make the journey go even faster.

Fig. 1: 

The lean digitalization process
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The outcome is our product/service …

That is why we design our products/services to
 …

Fig. 1:  
Sinek’s Golden Circle

We believe that …
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The outcome is our product/service …

The Golden Circle
Successful Digitalization Hinges  
on the Right Communication

Be inspiring! This is a message people 
like to hear. At conferences, coaching ses-
sions, seminars and other events besides. 
If we want to lead, to develop our people, 
to make them loyal to the company, and to 

evolve our organization, we need to inspire 
the people around us, our colleagues and 

employees. And our efforts toward digitali-
zation are no different: success hinges on the 

right communication. Even the best solution will 
miss the mark if people don’t get behind it. The 

right type of communication does not need to be 
showy à la Steve Jobs – what it needs most of all is 

a considered approach. 
Digitalization ostensibly affects the key business pro-

cesses, but what it really affects is the workforce. It is 
the employees who are confronted with a new, restruc-

tured and technified world in which they are supposed to 
find their way very quickly. Although the need for business 
process digitalization is easily quantifiable in business fig-
ures, it is hard to get people excited about KPIs. Digitali-
zation can only work if everyone is behind it. So how can 
a company persuade its workforce and its customers of 
the positive aspects of digitalization? The answer is sim-
ple. The way to persuade people is not to attempt to talk 
them round or to bombard them with facts. The way to per-
suade people is to inspire them. Simon Sinek’s Golden Cir-
cle shows you how.1

The Golden Circle

The theoretical concept behind the Golden Circle (Fig. 1) is 
all about the core belief of the business – about what gives 
the company the motivation to produce certain products 

or services: what does the company do, how does it do it 
and why does it do it? This key message (the WHY) forms 
the basis for corporate communications and indeed for the 
entire corporate culture. So, what does that mean, exactly? 

The Golden Circle method can be illustrated with a sim-
ple example. The marketing for a premium car first and 
foremost answers the question of what the car can do (the 
WHAT). The car has enough space for a family of four, and 
all their baggage. It is very economical, consuming just 2.3 
liters of fuel per 100 kilometers. It accelerates fast and de-
velops 165 bhp. It costs only EUR 20,000. No one is very 
likely to buy the car when it’s presented like that. Custom-
ers have heard these facts many times before – inspiration 
is something quite different.

The next step is about explaining how the product 
achieves this (the HOW). The car was designed to have a 
lot of storage space. It was built with a special lightweight 
method which minimizes the amount of weight that needs 
to be moved. It has an innovative combustion engine that 
enables the car to accelerate fast without consuming large 
amounts of gasoline. Smart production methods were used 
to manufacture the vehicle, resulting in lower production 
costs. All of these arguments are true, but again they do 
not provide the inspiration for someone to buy this car. 
The right communication centers on the WHY. Why does 
the firm making the car exist and why are they making this 
particular car? Our company believes that owning a car can 
be a sustainable and modern means of mobility and is fun. 
That is why our cars are cost effective and deliver excel-
lent performance and quality. And the special lightweight 
construction and innovative engine technology we employ 
guarantee very low fuel consumption. Our cars offer plenty 
of space for a family of four and cost around EUR 20,000 
for 165 bhp.

Product
Service



50

When you start with the WHY and move forward from 
that, the result is much more effective communication. Peo-
ple don’t buy the WHAT – they buy the WHY. Successful 
corporate communications should always start with the 
WHY and work their way from the center of the Golden Cir-
cle to the outside.
Digitalization should be communicated in just the same 
way. Normally you think from the outside in. The WHY is 
usually only revealed at that point. Once you’ve identified 
the WHY, you then communicate from the inside out. For a 
residential real estate company, the three segments of the 
Golden Circle could look like this:

Communicating from the WHY outwards, the resulting 
message is: we are a residential real estate company which 
aspires to be a good landlord for our tenants and an attrac-
tive employer for the people who work here. That is why 
we are focusing on a modern form of human resource de-
velopment and are introducing HR software that is more 
transparent and simpler for everyone. In order to do this we 
need to digitalize your personnel file and we are counting 
on your agreement and your help.

The answer to the WHY question should be embed-
ded in the company’s corporate strategy and its digitaliza-
tion strategy. When this is the case, it is easy to answer the 
WHY. And it also ensures that the initiatives the company 
takes are all moving in the right direction. These strategies 
represent a framework which adds even more substance 
to the WHY and fills it with life. 

Summary

This brief overview shows how the right communication 
can be a strong tool in getting people onside. In this con-
text, the Golden Circle method is a good way of achieving 
successful and targeted corporate communications. Even 
with complex and abstract topics like digitalization it helps 
to translate them into substantial core messages that peo-
ple can identify with. Be inspiring!

1 See Sinek (2013), n. pag.

WHAT

• There are numerous providers of 
algorithms that can help tenants find 
suitable apartments quicker. 

• There are ERP systems that compa-
nies can use to manage and value 
their assets. 

• There are providers of HR software 
with which you can manage your 
personnel and administer their files.

HOW

• The algorithm compares the requi-
rements specified by the landlord 
against the profile of the tenant, sha-
ving as much as two thirds off the 
time it used to take in the conventio-
nal rental process. 

• The ERP system maps all the busi-
ness processes and assets under 
management using a software 
system and enables process optimi-
zation. 

• The software provider aggregates 
all relevant data on each employee 
in their digital personnel file and 
saves time and money in HR ma-
nagement.

WHY

• We are a residential real estate 
company which aspires to be a 
good landlord for our tenants and an 
attractive employer for the people 
who work here. 

• We are a company which believes 
that digitalization is changing the 
world and we want to play an active 
part in shaping that change. 

• We are a real estate company which 
believes that digital methods make 
our company stronger, benefit our 
employees and our tenants, and are 
easy to learn.
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Communication and the 
 human brain

Sinek explains his method with ref-
erence to the structure of the human 
brain. The innermost elements (the 
WHY and the HOW) of the Golden 
Circle activate the limbic system with-
in our brain. The limbic system is the 
center of emotion and human behav-
ior. It is also where human decisions 
are made. But it is not the center of 
language. Language originates in an-
other part of the brain, the neocortex. 
In the Golden Circle, this equates to 
the outer part (the WHAT). This is also 
where rational and analytical thinking 
takes place. Emotions, which emerge 
from the limbic system and influence 
our behavior, are rationalized in the 
neocortex. So corporate communica-
tions need to do is address the part 
of the brain that forms the center of 
emotions and the decisions we make. 
To do that, communication employing 
the Golden Circle method must start 
with the WHY and proceed outwards. 
The first step is to clarify the com-
pany’s key message: what does the 
company believe in, and do I believe 
in it too? People who identify with the 
key message being communicated 
by a company are then more likely to 
be willing to buy their product. So if 
you want to “sell” digitalization to your 
own employees and your customers, 
the first thing you need to do is an-
swer the WHY question, clarifying for 
them the company’s key message.

S
P

O
TL

IG
H

T



52

Connectivity within all environmental, 
social, economic and cultural aspects 
of city life is at the heart of the smart 
city approach.
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Connected Thinking
Energy-Efficient Neighborhood Development 
in the Smart City Context

What does a neighborhood on the outskirts of Berlin have 
to do with the steady rise in digitalization? At first glances, 
nothing at all. But take a closer look and you will see cer-
tain overlaps. The advancing pace of digitalization has long 
been one of the megatrends of the 21st century, and it is 
one that is growing in importance. Modern information and 
communication technologies enable us to capture and pro-
cess data much faster. This in turn generates a digital, con-
nected data basis for other technical solutions. Which cre-
ates the potential for optimization and automation in almost 
all spheres of life. These disruptive technologies enable in-
novative business models and facilitate greater flexibility 
and individualization. That is why digitalization is often con-
sidered to be synonymous with the fourth industrial revolu-
tion or Industry 4.0.

But what does this have in common with urban devel-
opment and the smart city? Quite a lot, as it turns out, giv-
en that the possibilities brought by digitalization are instru-
mental in the development of a sustainable city. Cities have 
a great many different challenges to face on 
a daily basis. If these are to be overcome, the 
city infrastructure needs to be effective and it 
needs to function efficiently. Incorporating in-
novative, digital technologies in the urban sys-
tem makes cities better able to fulfill their role.1

The smart city approach (Fig. 1) is a stra-
tegic innovation concept which aims to over-
come the future challenges facing cities in the 
environmental, social, economic and cultural 
sphere. 

The objective is to apply smart technological 
solutions. Problems can arise for cities through 
constant population growth, bringing with it for 
example an increased need for housing, a dif-
ferent way of using resources (water, energy, 
data) and an increased requirement for mobil-
ity and infrastructure modifications. Our aging 

society and the structural transformation of our cities are 
issues that will be increasingly relevant as time goes on. 

So how can all of these problems be resolved? One as-
pect involves cooperation across areas and across govern-
ment departments, which is what the smart city approach 
aims at. The goal is to drive the development of potential 
solutions. It is going to become increasingly important for 
cities not only to sustain but successively to improve the 
standard of living for their residents on the basis of the 
same or even fewer resources. The key objective of the 
smart city approach is therefore to optimize public ser-
vices long term by means of smart urban management and 
technology-based collaboration between public authori-
ties, municipal enterprises and social agencies. This also 
involves conserving resources by making use of renew-
able energies and achieving increased levels of energy ef-
ficiency.2 How can these theoretical goals be achieved in 
practice? A first step is to realize these ideas in one neigh-
borhood of the city. The development of neighborhood 

Fig. 1: 

The smart city approach
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concepts is one contribution toward the operational deliv-
ery of the smart city mission in respect of saving resources. 
Buildings being a significant factor in a city’s energy and 
resource consumption, the way in which neighborhoods 
are supplied with energy can help resources to be con-
served and used more efficiently if innovative solutions are 
applied in the form of holistic concepts. These might for 
example involve using combined heat and power (CHP) or 
solar power plants. Innovative technologies allowing peo-
ple to generate their own electricity or facilitating energy 
savings and efficiency enhancements can be piloted in in-
dividual neighborhoods.3

Project outline 

A practical example can serve to illustrate the potential of 
energy-efficient neighborhood concepts. In collaboration 
with RITTERWALD, a housing association in Berlin intend-
ed to invest some EUR 2 million in developing an innova-
tive energy supply concept for a neighborhood in a certain 
district of the capital. The estate in question was built in the 
1960s and is located on the outskirts of the city. The neigh-
borhood consists mainly of multistory residential buildings 
(approx. 1,700 apartments) and can accommodate 5,000 
people. 

The main objective of the energy-efficient neighbor-
hood concept was to guarantee the supply of heat and 
power for the apartments attached to the grid, and to opti-
mize consumption levels. The possibility of realizing envi-
ronmentally friendly and cost-effective power and heat sup-
plies was an aspect to be examined in the process. Smart 
mobility concepts like e-mobility and car sharing models 
offer added value for the tenants, as do new technical pos-
sibilities in the field of submetering services. Another fac-
tor that had to be considered in planning the energy-effi-
cient neighborhood concept was the work currently under 
way on the buildings themselves. The apartment buildings 

were currently being successively renovated, with much 
of the work still remaining to be done. The government’s 
“Stadtumbau West” subsidy program for the part of Ber-
lin where this neighborhood is located also had an influ-
ence given that there were plans to increase the density 
of the estate by adding a further 100 apartments. These 
apartments had to be taken into consideration in any ener-
gy supply concept. 

Energy-efficient neighborhood concept

The concept that was ultimately developed (Fig. 2) com-
bines various different components under a number of mul-
tidisciplinary topics to arrive at a holistic, energy-efficient 
solution for the neighborhood. Each topic cluster involves 
various options, each in turn incorporating innovative tech-
nologies. 

Heating supply 

One of the key concerns for residents is their heating sup-
ply, security of supply being uppermost in their minds. The 
average heat consumption in the years 2013 to 2015 was 
16,705 MWh per year. Heating is currently provided by a 
gas fired heating plant transporting the heat through a 2.8 
km network of piping. But with the existing supply agree-
ments expiring at the end of 2017, a new solution to main-
tain the estate’s heating supply needed to be found. There 
were several possible variants:

A conventional solution would be to connect the neigh-
borhood up to the heating grid operated by the local dis-
trict heating supplier. To do that, however, a new network 
of pipes would need to be installed (approx. 2.7 km long), 
which would necessitate about EUR 2 million in invest-
ments. The key risk to the neighborhood’s security of sup-
ply would center on whether or not it was possible to con-
nect the estate up to the district heating system in time. 

Fig. 2:

Components of the 
 energy-efficient 
 neighborhood concept
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The neighborhood’s heating pipes, then owned by the 
housing association, were earmarked for transfer to the 
district heating supplier in the course of connecting the es-
tate up to the heating grid owned by the latter. District heat-
ing could cut the estate’s annual CO2 emissions by about 
1,000 tons.

Another option would be to enter into a heat contracting 
agreement involving the use of the existing central boiler 
house. Here, too, the plan would be to transfer the heating 
pipes to the contracting company. Biogas could be used 
as an alternative to conventional fuels in this scenario. This 
would incur additional costs, however: a 10 % biogas admix-
ture would raise the price of the heating by about 10 %. That 
said, operating the heating system on biogas would reduce 
the annual CO2 emissions by about 1,400 tons compared to 
operating it on natural gas. 

Operating distributed heating plants under a heat con-
tracting model could significantly reduce the length of pip-
ing required for the heating system and with it the extent 
of the heat loss. This would save some 500 tons of CO2 
per year.

Wood pellet heating plants operated under a contract-
ing model represent another innovative supply solution. 
The network of heating pipes is transferred to the contrac-
tor in this model too. But operating a pellet heating plant 
is a relatively complex business. A pellet storage facility 
would need to be built in to the cellar of the current boiler 
house. Besides the investment costs for building the pellet 
store, the operation of the plant would produce higher fine 
particulate emissions and noise pollution from the weekly 
delivery of pellets. The considerable cost of maintenance 
and servicing, as well as the fact that an operator would al-
ways need to be present, would substantially increase the 
heating price. Nevertheless, the use of wood pellets as a 
renewable fuel makes good environmental sense. Com-
pared with operating a heating plant on natural gas, this 
option would result in about 2,000 tons lower CO2 emis-

sions per year. 
Combined heat and power plants (CHP) are another op-

tion for producing heat cost effectively. However, the plant 
does need to be operated above a certain minimum level. 
Because the neighborhood in question would require only 
about 2,500 hours of full utilization from such a plant, CHP 
is not considered an economical solution in this case. 

Electricity supply 

Another of the energies that needs to be supplied is elec-
tricity. In the period 2013–2015, the average electricity 
consumption across the housing association’s properties 
amounted to 466 MWh per year to supply the estate’s 
common-area electricity needs and required heating out-
put. The residents’ private consumption amounts to some 
6,205 MWh per year on top. There is considerable po-
tential here to establish a direct electricity supply model 
(known in Germany as Mieterstrom).

A solar power solution on a medium scale could cov-
er the neighborhood’s common-area electricity needs. The 
amount of roof space available for photovoltaic (PV) cells 
would need to be examined. The renovation work that has 
already been carried out saw the addition of some rooftop 
technical structures, thus reducing the amount of usable 
space. About 40 % of the roof space is currently available 
to use for the production of solar power. Across the whole 
neighborhood, this amounts to a total area of some 8,000 
m2. The realization of a medium-scale PV solution in the 
form of an operator model would result in no further in-
vestment costs. An installation of this type could cut annual 
CO2 emissions by around 70 tons. That said, it would make 
better environmental and economic sense to install a PV 
system to generate electricity for the tenants’ private con-
sumption as well. 

A large solar power solution could both supply the es-
tate’s common-area electricity needs and cover the ten-
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ants’ electricity requirements. But it would necessitate in-
stalling photovoltaic cells on every inch of usable roof 
space across the estate. An operator model would avoid 
any additional investment costs in this scenario. The elec-
tricity would be sold in a direct electricity supply model and 
marketed as a separate brand. The tenants could therefore 
benefit from low-cost renewable electricity. For customers 
the price would be about 2 cents/kWh below the gener-
al electricity tariff (28.48 cents/kWh). It would, however, be 
necessary to gauge the tenants’ interest in the direct elec-
tricity supply model in advance. A penetration rate of 30 % 
of the tenants on the estate would be necessary to break 
even with the direct electricity supply model. A large solar 
power solution which could also supply the tenants offers a 
potential CO2 saving of about 570 tons per year.

The option of storage batteries should be considered 
for both of these solar power solutions. Though such bat-
tery solutions are not yet profitable at the current time, this 
could change in the future.

E-mobility solutions

The incorporation of mobility solutions into the neighbor-
hood concept would offer tenants considerable added val-
ue. E-mobility may be a somewhat marginalized subject at 
the present time, but its importance is set to grow. It is the 
government’s objective to increase the penetration of elec-
tric mobility and to promote it to such a stage that the num-
ber of electric cars in Germany reaches 1 million by 2020 
and as many as 6 million by 2030.4 These are undoubtedly 
ambitious goals, but it is important to discuss what can be 
done to achieve them. 

It would be easy to provide the necessary charging 
point infrastructure within the neighborhood to enable in-
terested tenants to make use of e-mobility options. The 
housing association would need to sign a contract with ap-
propriate providers to install one or several charging points 

on semipublic land within the estate. Preparations could 
even be made today for a future centrally located charging 
plaza by installing empty conduits or cables at the same 
time as the heating pipes were being renewed. 

A fixed electric car sharing point is a good way of al-
lowing tenants to test electric cars and protect the envi-
ronment at the same time. In order to install and operate 
a fixed car sharing point, the company would need to sign 
an agreement with a car sharing provider, who would then 
provide electric vehicles for the tenants to use. Operating a 
fixed car sharing model with electric vehicles could achieve 
annual CO2 savings of around 10 tons per vehicle. 

A fixed electric bike sharing point would be another al-
ternative electromobility solution, which would also target a 
broader range of tenants. Like the car sharing option, there 
would be a contract between the housing association and 
a provider for the installation and operation of an electric 
bike sharing model. The cost would be refinanced through 
the rental price (2–3 EUR/h) for the vehicles. Both sharing 
models could be initiated as a pilot project and scaled up 
as required. 

Submetering services

Submetering is an area where digital technologies can be 
particularly well employed. What submetering involves is 
taking meter readings to measure the consumption of heat-
ing and hot and cold water in the apartments. Cutting-edge 
metering technologies were also examined as part of the 
energy-efficient neighborhood concept.

Keeping the same metering technologies that are al-
ready installed in the apartments represents the lowest-cost 
option, but this is not recommended from a long-term per-
spective. The meter reading process and the transparency 
of the resulting data is less good with conventional meters 
than it is with radio operated devices. Advances in digita-
lization make it highly likely that radio metering devices 

Incorporating mobility solutions into the 
neighborhood concept adds consider-
able value for the people who live there.
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which report readings autonomously and transmit them via 
the internet will become standard in this area.

Retrofitting the existing meters to work with radio tech-
nology would simplify the meter reading process and cre-
ate the basis for rapid data capture and easy management 
of energy data. For an energy management system to be 
successfully established, the metering devices need to be 
capable of providing extensive data on energy consump-
tion, energy production and quality of energy. Good inter-
connectivity of the devices is necessary for controlling the 
different components.5 With an energy management sys-
tem in place, a reduction in annual energy consumption 
can be achieved. Modifying the metering devices to work 
as radio meters is the necessary basis for implementing an 
energy management system of this kind.

Summary 

With the smart city approach as a general blueprint, each 
component of the solutions examined above makes a con-
tribution to a sustainable energy concept. The outlined tech-
nical solutions can be implemented within different poten-
tial configurations of the neighborhood concept. Even if the 
estate was still connected to the conventional district heat-
ing grid but innovative solutions were applied such as pho-
tovoltaics-based direct electricity supply to the tenants or 
an e-mobility solution within a fixed car sharing model, the 
total annual CO2 savings could amount to as much as 2,400 
tons. 42 % of this annual CO2 saving would come from the 
modernization of technical systems and heating pipes. Of-
fering tenants solar-powered direct electricity supply would 
cut total CO2 emissions by 24 % and the renovation of the 
existing buildings would reduce it by a further 33 %. Electro-
mobility in the form of electric car sharing would offer a 1 % 
saving of annual CO2 emissions in its present dimension as 
a pilot project for the tenants. The renovation of the build-
ings and modernization of the heating pipe network also 

offers considerable potential to improve heat consumption 
across the neighborhood. Total heat consumption, which 
currently averages approx. 16,700 MWh per year, can be 
reduced by about 27 % through renovation and moderniza-
tion measures alone. Further savings potential could result 
depending on the technology used to generate the heating 
power.

1 See Etezadzadeh (2015), p. 45 ff.
2 See Senatsverwaltung für Stadtentwicklung und Umwelt (2015), p. 3 ff.
3 See Hoppe (2015), p. 10 f.
4 See Lorkowski (2013), p. 116.
5 See Lorkowski (2013), p. 116.
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offer new opportunities within 
neighborhood management.
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Which Way?
Building Digitalization Teams Right –  
Goals and Success Factors

In an era when increasing numbers of companies are mak-
ing their organizations fit for digitalization, we are seeing 
more and more digitalization teams being installed. Read 
on to find out what companies need to take into account.

Chief Digital Officer, Head of Digitalization, Digitaliza-
tion Team or more imaginative titles like Digital Guru – no 
matter what they are called, people are filling the digitaliza-
tion roles in companies the length and breadth of industry. 
The real estate sector in particular, which for a long time 
was reluctant to embrace digitalization, is now happily tak-
ing the issue seriously and creating positions and teams to 
push the topic. The housing industry still lags somewhat 
behind the commercial and retail sectors, but is now also 
venturing deeper into the digital realm.

So it seems a good time to take a moment to think 
about the best way to build up a digitalization team. After 
all, while one can and indeed should rely to some extent 
upon practical experience in the field, there are also stud-
ies, books and many other sources of secondary informa-
tion on the subject. Yet these sources of information point 
in two very different directions. In order to make sense of 
all the advice, it is important to consider the objectives that 
the digitalization team will be expected to achieve.

The digitalization team’s goals

Essentially, the objective you are striving to achieve is the 
starting point for thinking about exactly what you need a 
digitalization team for. There are of course many differing 
objectives, but they all basically follow one of two main 
trains of thought: either you want to digitalize to improve 
existing structures and processes, or you want to develop 
new digital solutions and products. As objectives go, the 
two could hardly be more different. In the former case, the 
team has to work around internal structures, get people ex-
cited about digitalization, know their own processes and 
also consider political factors within the company. In oth-

er words, the team’s main task can be described as digital 
change management with the goal of improving the exist-
ing organization. In the latter case, the team needs to de-
velop new solutions. It is not a question of changing or un-
derstanding existing structures. Indeed, that could even be 
a hindrance and might limit free thinking. Unhampered by 
the need to stick to any current structures or products, it is 
a matter of developing innovative solutions for markets and 
target groups that may just be emerging.

That said, improving existing processes can also be 
somewhat innovative. So it is important to clearly differen-
tiate between the kind of sustaining innovation that con-
stitutes an improvement and a disruptive innovation that 
denotes something brand new. A sustaining innovation 
concerns itself with existing technologies or processes. It 
makes tried-and-tested tools and practices more efficient 
without replacing them with something completely differ-
ent. Disruptive innovation, on the other hand, aims to de-
velop something completely new. Therein lies the differ-
ence between sustaining and disruptive innovation. You 
can read more on this subject in Clayton M. Christensen’s 
management classic, “The Innovator’s Dilemma”.

To apply an analogy from the automotive industry, the 
continuous improvement of the internal combustion en-
gine to reach new top speeds is a sustaining innovation. 

Disruptive 
innovation

Sustaining 
innovation

DIGITALIZATION
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On the other hand, the development of a new method of 
propulsion like an electric motor constitutes a disruptive 
innovation.

When sustaining innovation is your goal 

Most digitalization teams in the real estate and housing 
industry are there to improve internal processes. In an in-
dustry where many companies will have large numbers of 
employees hitting retirement in the coming years, it is only 
logical to want to become more efficient by applying digi-
tal solutions. Existing IT providers and startups are bringing 
many new approaches to market that can be used to speed 
up existing processes.

A specific example may help to better illustrate what 
we’re talking about here. In every property, there will be 
damages that need to be repaired. These processes are 
known as minor repairs management or reactive mainte-
nance. Digitalization offers a wide range of possibilities to 
improve these processes. Apps through which tenants can 
report damage are already well known in the market. But 
what some companies may not know is that chatbots offer 
another way to automate the recording of damage. Howev-
er, the use of chatbots is predicated upon a detailed knowl-
edge of the existing process. What a chatbot will normally 
do is handle the recording of the case. Consequently, there 
must be a defined method of recording cases so far, data 
from existing catalogues must be entered ready for use, 
there must be a functioning way to log the case in the ERP 
system and the nature of the damage needs to be exam-
ined to determine whether it is an emergency or not. These 
are just a few examples of what improving an existing pro-
cess by means of digitalization can involve.

Indeed, a detailed knowledge of the process is neces-
sary in order to be able to identify areas in which sustain-
ing innovations make sense in the first place. After all, not 
every solution on the market is relevant or suits every pro-

cess. It also helps if you know the people involved in the 
process – the ones who are going to be using the new 
solution. Approaching them, identifying any possible fears 
and resistance they may feel and overcoming them in a 
specific and targeted manner is one of the keys to success 
with sustaining innovations.

Implementing sustaining innovations to improve exist-
ing processes is not a new concept, nor is it something that 
came in with the era of digitalization. Ever since the ad-
vent of competition, good managers have been working to 
become better and more efficient and to gain competitive 
edge. Doing so is part of the core business of every func-
tioning company and, as such, should be embedded in the 
organization.

Suitable practices include putting support functions on 
the task, having mixed teams working together in a task 
force, upgrading the existing organizational development, 
and so on. It can also be useful to link up with process ad-
vocates or department heads in order to generate ideas 
and understand which process components are in need of 
improvement. That is why a digitalization team tasked with 
achieving sustaining innovations must be part of the core 
organization.

When disruptive innovation is your goal 

Disruptive innovation is a beast of a completely different 
nature. Being innovative in the sense of truly disruptive, ac-
cording to the unanimous opinions espoused by the theory 
books and practitioners alike, is not something you can do 
within the framework of an existing organization. In other 
words, the many companies that are opening up satellite 
offices in Berlin, for example, to give them a way into the 
startup scene, have the right idea – assuming their aim is to 
create disruptive innovations in the office. There are many 
well researched reasons why this should be so:

Small teams and small organizations are much better at 

If I had asked people  
what they wanted,  

they would have said  
faster horses.

Henry Ford
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reacting fast. The gold standard of product development 
today is called the lean startup methodology. How this can 
be transferred to the housing industry is something we 
have described for you on page 46. The lean startup meth-
odology is applied by young companies the world over. It 
means that if a team wants to be innovative and develop 
new solutions, it must do so with the speed of a startup. This 
is simply not possible in large organizations with lengthy 
decision-making processes, where it can take months just 
to get an appointment with the CEO or other top manage-
ment. Decisions need to be made then and there.

Corporate controlling is the very antithesis of innova-
tive. Seeking to address a market that does not yet exist 
with an elaborate business plan detailing the future reve-
nues and margins that the “innovation unit” is expected to 
achieve is an exercise in futility. The plan will never be met. 
In practice, this usually results in the team being frequently 
reorganized or even disbanded due to a lack of success as 
its goals remain unattained (and unattainable).

New markets are usually very small and therefore not 
attractive to large companies per se. For many, many years, 
the market for electric cars was tiny – and it still is, mea-
sured against the market for vehicles with conventional en-
gines. Only a small company with a lean cost structure to 
match will see an attractive opportunity there. 

Customers don’t know what they want. But if you lis-
ten to your customers and get their feedback, as every 
good manager working in the non-disruptive sphere does, 
you will most certainly make improvements to the inter-
nal combustion engine, to stick with the automotive anal-
ogy. What you won’t do, however, is think up a totally new 
drive system. Henry Ford put it in a nutshell when he fa-
mously said, “If I had asked people what they wanted, they 
would have said faster horses”. The disruptive innovation 
team must therefore be unencumbered by the influence 
of existing customers. That’s the only way they’ll be able 
to think freely.

A company’s ability to succeed in its current core busi-
ness generally constitutes one of the reasons why it is not 
particularly innovative. All companies have processes – 
whether they are written down or not, processes (in the 
sense of workflows) always exist. A process that guides the 
actions of service providers in the area of facility manage-
ment is probably not a suitable process to guide service 
providers seeking to implement a new app for tenants. This 
example in itself should make it clear that new things can-
not simply be imposed on top of existing workflows.

For all of the reasons set out above, a unit tasked with 
disruptive innovation must be managed and set up like a 
separate company. It needs to be in a small organizational 
entity outside of the main organization, with its own profit 
responsibility, its own decision-making processes and its 
own strategic mission.

Summary

The specific goal of the digitalization team determines the 
correct organizational setup for that team. In practice, the 
goal of sustaining innovation is the most common, which is 
why it makes sense to build an internal team. But the fact 
that hardly any genuinely disruptive innovations have been 
sought in the real estate sector so far does not mean that 
disruption may not also be a relevant goal at times. Such 
a responsibility should not be assigned to the internal dig-
italization team but must be entrusted to a separate orga-
nizational entity that has as little as possible to do with the 
existing organization. It follows that if you wish to pursue 
both goals you will need two teams.
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The articles you have just read provide, in my view, a good 
overview of the issues that have kept our industry busy in 
recent years and will continue to keep it on its toes. Digi-
talization as a whole is certainly a topic that has long been 
with us in its various forms and will remain of great rele-
vance in the future. However, there are already other topics 
on the horizon that will concern us going forward. If we all 
sat around a table, I’m sure we would easily come up with 
20–30 key issues that are going to have a massive impact 
on our industry. Blockchain is just one example: this is a 
technology that’s still in its infancy. We can hardly imagine 
how it will ultimately change not only our industry, but prob-
ably the whole world, too. Nevertheless, let me pick out 
three topics that I perceive as crucial and that I think will 
transform our industry in the not too distant future:

New market players demand new expertise

When the term “PropTech” suddenly started cropping up 
everywhere at Expo Real, only a few people knew what 
and who was behind those startups offering innovative 
products for the real estate industry. Many PropTechs came 
into being as a result of the “customer pays” principle and 
rent control coming into force. Other startups focused on 
the smart home and on tenant communications. During 
this time, RITTERWALD was already working with various 
startup founders and keeping a close eye on the market. 
We knew that the startups would do something different 

than the big software and hardware companies. Their aim 
was to transfer innovations and thus enormous potential 
straight into the housing industry.

That some companies would fail along the way was a 
foreseeable consequence. However, this does not change 
the fact that the big technological innovations we’re seeing 
today are coming from small, agile companies and not from 
established industry players. This not only increases the 
range of good solutions available to the real estate indus-
try but also adds to the pressure on industry incumbents. 
Against this backdrop, I am very happy about our excellent 
network in the PropTech scene, which we have been able 
to build and intensify over the years.

Now is the time for industry incumbents to find efficient 
ways to collaborate with PropTechs. To facilitate this, struc-
tures in the real estate industry will need to be set up to 
deal with requests coming in from startups and similar tech-
nology providers and, of course, employees will have to 
have the matching skillset.

In parallel with this, internal company processes will 
need to be more transparent. IT solutions are always aimed 
at workflows, in other words processes, within a compa-
ny. This means that knowing your company’s processes in 
precise detail and understanding which IT components are 
used where is the crucial basis for the company to evolve 
in any targeted manner. On the one hand, processes need 
to be mapped in suitable software solutions, whereby you 
are actually documenting and standardizing them. And on 

What’s Next
Which Developments Will the Real Estate Industry  
Inevitably Face in the Coming Years?

An Outlook by Dr. Mathias Hain

Dear readers,
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the other hand, you must enable the continuous develop-
ment of processes and support employees through the 
process of change.

Changed customer relationships and a move toward 
Accommodation as a Service

A long-predicted move toward Accommodation as a Ser-
vice is something I have noticed only marginally in the in-
dustry. Of course, student residences are now available 
in the premium category, but actual Accommodation as a 
Service, where new tenants move in by “plug and play”, 
so to speak, booking services such as internet, furniture, 
cleaning, etc. through their smartphone whenever they 
need them, is still a good way off if you look at the mar-
ket as an undifferentiated whole. For the housing indus-
try, however, I do see a trend pointing unmistakably in this 
direction, mostly fed by the desire to generate additional 
income from tenants.

Customer relationships in the housing industry are 
changing. Where previously the maxim was that customer 
contact should actually be avoided because it gives rise to 
costs for processing the interaction, a new view of interact-
ing with customers is emerging. Every interaction is a data 
point that enables the housing industry to know its cus-
tomers better and present them with offers that effective-
ly complement their customer experience as tenants. Cus-
tomer interaction itself is also changing. Apps are coming 
onto the market and increasingly finding willing customers, 
and the technical infrastructure behind them is becoming 
ever more sophisticated. At the same time, the legal frame-
work within which additional offers can be made to tenants 
is being explored.

Possibilities to sign up for direct electricity supply or in-
ternet contracts and so on as soon as tenants move in rep-
resent pioneering offers that are now becoming less and 
less exotic in our market. Other products will follow and will 

be ripe for marketing. Nowadays, marketing means inter-
acting with tenants. I believe we are only seeing the tip of 
the iceberg here. Customer relationships will change and 
the industry will happily interact with tenants in the future, 
since every interaction offers the potential for additional 
income. At the same time, the costs of interaction will fall 
owing to the digitalization of internal processes and com-
munication with the customer, with tenant portals and apps 
being key channels in the future.

Artificial intelligence and big data

Buzzwords they may be, but artificial intelligence (AI) and 
its close relation big data will pick up momentum notice-
ably in the coming years. Numerous AI solutions are al-
ready in use across the world today that seem almost un-
believable to us central Europeans. What is exciting for our 
industry is the question of how AI and big data can be used 
meaningfully. Through my many conversations with our cli-
ents, I have identified two key areas that I believe will be 
the main use cases for these technologies:

Predictive maintenance will be increasingly common. 
The recording of accurate data on the technical systems in 
a given building will enable an algorithm to identify which 
systems are going to need servicing when and which ser-
vice providers will need to be notified. This will revolution-
ize fields such as supply chain management. It will lead 
to a significantly higher level of efficiency of management 
and service for tenants. If the data enables you to predict, 
for example, when the various items of equipment made 
by any given manufacturer are going to be suffering from 
wear and tear, you’ll be able to optimize both your pur-
chasing and your maintenance processes. This is already 
happening for elevators today, and it will be extended to all 
parts of the building in the future. Maintenance providers 
will then have the right replacement part in their vehicle 
before the tenant even reports the issue.
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Commonly occurring processes will be automated, espe-
cially as a result of interactions with customers. Tenant por-
tals will be enhanced by the presence of chatbots, which 
can answer the tenants’ most frequently asked questions. 
In the case of static inquiries with little complexity, their 
processing can even be automated without the help of 
big data and AI. One of the simplest examples involving 
no complexity whatsoever is a request for a proof-of-rent-
payment certificate: all it takes is a reconciliation of balanc-

es on the tenant’s rent account, which is easily automated 
without the use of big data. Big data and AI are now en-
abling this kind of automation to be extended into increas-
ingly complex situations where decision making is still the 
domain of human beings today.

I hope you found our magazine an enlightening read and were able to 
draw some inspiration for your own company from one article or another. 
Inspiration thrives on communication and exchange, so if you have any 
fresh ideas to share or any issues that are really exercising your mind 
right now, please feel free to contact us – we’ll be delighted to discuss 
the topics with you. We also welcome your questions, comments and 
suggestions on any of our articles, as this will only add to the insight of 
all of us. On that note, I look forward to sharing ideas and, of course, con-
tinuing to work with you. 

Sincerely
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Learning is like rowing against the 
 current. Once you stop, you drift back.
Benjamin Britten

Technological possibilities are evolving  rapidly, 
which is why it is especially important for a 
consulting company like RITTERWALD to be 
a learning organization. We like to share our 
knowledge – with our clients and our partners, 
who are keen to move the real estate industry 
forward with us.

In this context, we regularly organize sympo-
sia and workshops for people from our field of 
work. If you would like to join us at one of them, 
simply send an e-mail to info@ritterwald.de.

Roman Riebow, Head of IT at  Gewobag, 
at a digitalization workshop hosted 
by the European Digitization Group, a 
digitalization task force co-initiated by 
 RITTERWALD.
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