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• Subsidised local authority housing - longstanding element of the 
State’s efforts to assist low income households. 

• Build programme of scale first introduced in the 1930s.  
•  Initially, rents set with reference to the cost minus the Exchequer 

subsidy. 
• Differential rents, i.e. income related rents, introduced in 1934. 

Extended nationally by late 1960s. 
• Subject of political controversy in the past - rent strikes in 1980s. 
• Prevalence and scale of local authority housing subsidies raise 

question which can be addressed by economists. 

Source: Norris, M. (2003) Housing in Callanan, M. and Keogan, J.F. (Eds) Local Government in Ireland. Dublin: Institute of Public 
Administration, pages 165  to 188. 

Introduction 



Tenure Share 
Declining share of 
stock. 1961 - 18.4%, 
2016 - 8.4%  

In 2016 
approximately 
175,000 households 
paid a differential 
rent. 75% local 
authority owned unit, 
25% sourced from 
the private market. 

Policy (construction 
and acquisition), 
proportion seems 
likely to increase. 

Source: Central Statistics Office 
(various years),Census of 
Population of Ireland.   



Social Housing Policy Rationale 
• Subsidise consumption of housing services. 
• General sentiment: certain types of commodity are 

necessary for a basic level of household wellbeing. 
• Society has preferences regarding the consumption 

bundle of recipient households, so in-kind services are 
subsidised (as opposed to the provision of unconditional 
cash subsidies). 

• Externalities  - such as public health effects of slum 
housing. 

• Motivation not redistributive (although there is a 
redistributive impact). 



Economic Critiques of Social Housing 
Draw on general economic criticisms of price subsidies: 
• Simultaneously cause over-consumption, under-occupation, 

overcrowding and homelessness. 
• Labour immobility. 
• Rent differentials between different unit types are inefficiently 

small. 
• Arbitrary access in a given area, and/or subject to the imperfect 

knowledge of administrators. 
• Rent prices paid are arbitrary, due to variations among local 

authority rent schemes.  
Critics argue that systems of rent subsidies misallocate housing, 
and that economic theory offers no strong arguments for the 
public production of housing. 
Source: Barr, N. (1998) The Economics of the Welfare State. Oxford: Oxford University Press.  



Motivation & Research Questions 
• Economic critiques of social housing largely unexplored in 

Ireland. 
• 175,000 recipient households implies a considerable cost. 
• Distributive justice - horizontal and vertical equity. 
• Household impacts, e.g. labour market incentives. 
• Institutional impact - local authority incentives and political 

economy. 
• Research questions: 

 (i) What is the impact of the subsidy on the 
income  distribution? 

 (ii) Is the subsidy well-targeted? 
 (iii) Could counter-factual adjustments improve 
 outcomes by reducing income inequality? 



DATASET & DESCRIPTIVE 
STATISTICS 
SILC 2006-15 
Local Authority Tenant Household Rents and Incomes 



Dataset 
• CSO SILC. Official measure of poverty and inequality. 
• Outstanding dataset. 4,300+ households per annum from 

2006 onwards. 11-15,000 individuals. Observations 
weighted to match population. 60% response rate.  

• Based on householder interviews and administrative data. 
• Variables: characteristics, disposable income, tenure and 

housing costs. 
• Sampling method (multi-stage cluster, stratified by region 

and Deprivation Index quintile) - estimating confidence 
intervals is not straightforward. 



Household 
Characteristics 

Socio-economic 
characteristics of 
households based 
on the  2015 SILC 
wave. 

Relatively stable 
across the 2006 to 
2015 SILC waves. 

Source: Author’s calculations based 
on Central Statistics Office, EU SILC. 

All	  (n	  =	  5,444)	  
Local	  Authority	  
Tenant	  (n	  =	  526)	  	  

Private	  Market	  
Tenant	  (n	  =	  627)	  

Household	  
member	  in	  work	  

64.4%	   39.9%	   75.4%	  

ComposiFon:	  
1A,	  1+C	  

3.6%	   11.5%	   9.0%	  

ComposiFon:	  
1A,	  0C	  

22.8%	   27.9%	   13.7%	  

HRP	  65+	   23.5%	   16.3%	   1.5%	  

Primary	  or	  no	  
educaFon	  

18.0%	   34.7%	   7.2%	  

Report	  difficulty	  
making	  	  ends	  
meet	  

68.0%	   85.8%	   75.5%	  

Mean	  rooms	  in	  
housing	  unit	  

5.59	   4.29	   4.69	  

7	  or	  more	  
persons	  in	  
household	  

0.9%	   3.6%	   1.0%	  

Mean	  annual	  
rent	  

-‐	   €2.7k	   €9.1	  



Household 
Incomes 

Real local authority 
household annual 
disposable income, 
2006 to 2015. 

Income: after tax and 
social welfare 
transfers, before 
housing costs. 

2015 Quantiles: 

P10 €11.7k 
P25 €15.6k 
Median €23.5k 
P75 €33.3k 
P90 €47.4k 



Residualised? 
Local authority 
housing sector 
frequently 
characterised as 
residualised. Graph 
illustrates the % of 
local authority tenant 
households falling 
within each quintile of 
the overall income 
distribution, 2006 to 
2015. 

70% have incomes < 
median. 25-30% are 
in the third or higher 
quintile.  

Source: Author’s calculations 
based on Central Statistics Office, 
EU SILC. 



Local Authority 
Rents 

Real local authority 
household annual 
rents, 2006 to 2015. 

2015 Quantiles: 

P10 €1.3k 
P25 €1.6k 
Median €2.6k 
P75 €3.6k 
P90 €5.2k 



Local Authority 
Tenant 
Household 
Income after 
Housing Costs 

Real local authority 
household disposable 
income after housing 
costs, 2006 to 2015. 

2015 Quantiles: 

P10 €10.1k 
P25 €13.5k 
Median €20.4k 
P75 €29.8k 
P90 €42.6k 



Housing Costs 
Ratio of High 
Income 
Households  

High income = 
quintile 4 or 5.  

Median housing cost 
ratio 0.07 in 2015, 
compared to 0.17 
for high income 
households renting 
in the private 
market. 

Suggests: Imperfect 
targeting of subsidy. 



COUNTER-FACTUAL 
ANALYSIS 
Propensity Score Matching  
Three Counter-factual Scenarios 



Estimating the Rental Subsidy 
• To determine impact of the rental subsidy, it is 
necessary to estimate the benefit at the household 
level. 

• Subsidy defined as: The difference between the 
actual rent paid and the rent a given household would 
pay if it were housed in the non-subsidised private 
rental market and. 

• Challenge: We cannot directly observe the rent a 
given local authority household would pay in the 
private market. 

• Strong reasons to think that confounding variables 
and selection bias are factors. 



Propensity Score Matching 
• Solution: Conceptualise tenure status as an intervention, or 

treatment, and employ a matching estimator. 
• Propensity score matching (PSM). 
• Requirements: (i) treatment group, and (ii) group of untreated 
• Match on a set of household characteristics, combined using a 

single index variable. Match on their predicted probability of 
treatment, i.e. the propensity score.  

• Goal: estimate the differences between the rental prices paid 
by  treated and untreated groups, accounting for exogenous 
factors which influence tenure.  

• Differences in rents, can be attributable to the treatment, i.e. 
the tenure status. 

• Strength of PSM over regression analysis: (i) based on direct 
comparisons between similar households, and (ii) non-
parametric. 



Assumption #1: 
Common 
Support 
Propensity score 
is  the predicted 
probability of 
treatment. Score  
for each 
household lies 
between 0 and 1. 

There must be 
overlap. 

Must not be 
perfect 
predictability. 



Assumption #2: Balance (Propensity 
Score & Covariates) 
Propensity scores of treated and 
untreated groups, before and 
after matching. 

Selection on observables must 
be credibly invoked. Thresholds 
of 0.25 and 0.1 often used;  all 11 
covariates <0.25, eight are <0.1. 



Propensity Score Model Results 
•   



Counter-factual Scenarios 1, 2 & 3: Rules 
• PSM post-estimation provides a predicted private market 

rent. 
• Counter-factual #1: Subsidy withdrawn. All local authority 

tenant households pay a private market rent. 
• Counter-factual #2: Local authority tenant households in 

the 3rd  income quintile pay 80% private market rent. in 
the 4th or 5th quintile pay 95% private market rent. 
Additional rental revenue is redistributed to all households 
in 1st income quintile. 

• Counter-factual #3: Local authority tenant households with 
income > median pay 100% private market rent. 
Additional rental revenue is redistributed to all local 
authority tenant households in the 1st income quintile. 



Counter-factual 1, 2 & 3: Results 
Counter-factual 1:Strong negative impact 
across distribution, particularly marked for 
lower income households. 
Counter-factual 2: Relatively minor impact. 
Counter-factual 3: Strong beneficial impact  for 
lower income households. 

QuanFle	   Actual	   Counter-‐
factual	  #1	  

Counter-‐
factual	  #2	  

Counter-‐
factual	  #3	  

P90	   42,628	  	   38,911	  	   39,517	  	   38,911	  	  

P75	   29,843	  	   25,205	  	   28,238	  	   29,129	  	  

P50	   20,420	  	   17,035	  	   20,420	  	   20,420	  	  

P25	   13,488	  	   10,076	  	   13,828	  	   15,174	  	  

P10	   10,129	  	   5,875	  	   10,469	  	   11,815	  	  

Mean	   24,263	   20,096	   23,526	   24,148	  

Gini Co-efficient (income after housing costs) 
  All LA Renter 
- Observed:  0.354 0.311 
- Counterfactual 1: 0.363 0.383 
- Counterfactual 2: 0.353 0.290 
- Counterfactual 3: 0.353 0.272 



Estimated Subsidy  
by Household 
Income 

Vertical inequity. 

Horizontal inequity? 
Variation at any given 
income value likely 
due to interaction 
between household 
composition and 
specific local 
authority rent 
scheme. 

Some households 
receive a negative 
subsidy; 83% are 
composed solely of 
single adults. 



Equivalisation 
Graphic illustrates the % of local 
authority tenant households which fall 
within each quintile of the overall 
equivalised income distribution from 
2006 to 2015.Consistent proportion, 
20% to 25%, are in equivalised income 
quintile >=3. 

The relationship between the observed 
quantile values and estimated quantile 
values under the counter-factual 
scenarios very close to non-
equivalised results. 

Quantile Observed 
Values 

Counter-
factual #1 

Counter-
factual #2 

Counter-
factual #3 

P90	   18,635	   16,831	   18,434	   18,511	  

P75	   14,345	   12,108	   14,123	   14,345	  

Median	   11,479	   9,420	   11,297	   11,920	  

P25	   9,295	   6,519	   9,296	   10,131	  

P10	   7,595	   4,266	   7,641	   8,211	  

Mean	   12,351	   9,816	   12,148	   12,632	  



Conclusions 
• Measuring benefits of housing subsidies is a complex area; 

unequivocal judgements are difficult / impossible, normative 
questions of equity and distribution are inevitable. 

• Local authority rental subsidy can be valued at ~€0.7bn per 
annum. 10% of total social welfare spend, or 300% of 
estimated tax expenditure on mortgage interest tax relief. 

• Subsidy makes a major contribution to shielding low income 
households from higher accommodation costs. 

• Cohort of medium to high income households in receipt of a 
rental subsidy. If vertical equity is important, eligibility for the 
subsidy should be conditional on income. 

• Growth of HAP, LA build-programme likely to increase 
proportion of households paying a local authority rent. 
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