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INTRODUCTION 

 

The economic, social and demographic history of the Republic of Ireland since 

World War II is distinctive in western European terms.  While many of her 

neighbours experienced strong economic and population growth during the post 

war decades, resulting in unprecedented prosperity for the generation born 

during the post war baby boom, Ireland experienced economic stagnation and 

population decline during the 1950s, punctuated by a period of growth in the 

1960s and early 1970s, until the traditional pattern of economic stagnation was 

reinstated in the 1980s (Kennedy et al 1988).  This longstanding pattern of 

economic under performance changed in the mid 1990s with the advent of the 

‘Celtic Tiger’ economic boom and during the decade which followed Ireland’s 

economic growth caught up with and then surpassed the western European 

average, employment and household disposable income grew radically and the 

Irish population expanded by 20 per cent (Clinch et al 2002).  However, this 

boom came to a shuddering halt in 2007, GNP contracted by 20 per cent during 
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the two years which followed and in November 2010 the Irish government was 

forced to accept an emergency loan from the International Monetary Fund (IMF) 

and the EU to finance public spending and a bank recapitalization programme 

(Norris and Coates 2010). 

 

 

The concurrent history of Irish housing policy, tenure patterns and housing 

finance markets is more uniform and reflective of norms in other Anglophone 

countries.  Irish home ownership rates were comparatively high in the 1950s (54 

per cent of households lived in this tenure in 1951) and they grew steadily during 

the following decades to a high of 80 per cent in 1991 before contracting slightly 

to 77 per cent by 2006 (Central Statistics Office, various years).  Until the 1990s, 

home ownership was facilitated by generous and universalist public subsidies, 

non-profit sector (building societies and local government) provision of most 

mortgage credit and strict government regulation of mortgage lenders (Baker and 

O’Brien 1979).  These public subsidies were rolled back steadily from the mid 

1980s and during this period the mortgage finance system was almost entirely 

marketized and deregulated (Murphy 1994).  Concurrent with the Celtic tiger 

boom, Ireland also experienced unprecedented mortgage credit growth and 

house price inflation, which has recently ended in a price correction of close to 50 

per cent in nominal terms (Norris and Coates 2010). 
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This chapter examines the implications of these developments for housing 

access rates among young people as indicated by variations in headship rates 

among the 20-29 year age cohort since the 1970s. Headship rates refer to the 

percentage of all people in an age group who are household heads. The rates 

are important due to their effect on housing demand which is related to the 

propensity of young adults to establish their own households rather than live with 

parents, other relatives or friends (Carliner 2003)1.  This chapter reveals that the 

Irish equivalent of the US and western European ‘baby boomer’ generation – the 

cohort which was under 30 years old during the 1960s and early 1970s – 

experienced dramatic growth in headship rates during these decades.  By 

contrast, headship rates for this age group remained static during the 1980s and 

1990s but increased again during the Celtic tiger boom.  These historic trends in 

youth headship patterns are related to different patterns of inter generational 

inequality in housing access, labour market and educational participation and 

occupational segregation during different decades.  The analysis of these issues 

presented here is organized chronologically and periodized with reference to the 

four socio-economic phases in modern Irish history.  The next section considers 

intergenerational variations in headship rates, education access, occupational 

groups and housing access during a sustained period of economic and 

population growth in the late 1960s and the 1970s.  This is followed by three 

sections which examine the prolonged economic stagnation of the 1980s and 

early 1990s, the Celtic tiger boom between 1996 and 2006 and the economic 
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bust post 2007.  The conclusions to this chapter outline the key changes in 

intergenerational inequalities in housing access in Ireland. 

 

 

THE 1960s-1970s 

 

The 1960s and 1970s were a period of radical economic change in Ireland.  The 

hitherto protected and largely agricultural economy was opened up to 

competition, international trade and industrialization. As a result, the century long 

pattern of economic stagnation and population decline was at last arrested.  GNP 

almost doubled between the late 1950s and early 1970s, the population and 

employment grew and living standards improved markedly (Kennedy et al 1988). 

 

 

Table 1 demonstrates that this period was also distinguished by sharply rising 

headship rates among young people.   In 1966 only 7 per cent of 20-24 year olds 

were household heads, by 1971 this had risen to 9 per cent and by 1979 it had 

risen further to 15 per cent (Central Statistics Office various years).  A similar 

pattern is evident among the 25-44 years age group. Headship rates among this 

section of the population increased from 31 per cent in 1966 to 34 per cent in 

1971, to 40 per cent in 1979.  Conversely headship rates among the older 

population remained almost static - 51 per cent in 1966, 51 per cent in 1971 and 

52 per cent in 1979.  
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Table 1 about here 

 

The drivers of rising youth headship rates are not obvious from the labour 

market, educational and occupational data presented in Table 2 below.  These 

indicate that the proportion of 20-24 and 25-29 year old males in paid 

employment fell slightly between 1966 and 1971 (female labour force 

participation rates were very low concurrently).  

 

Table 2 about here 

 

The proportion of young people who had completed university/college level 

education was relatively low and remained almost static during this period (7 per 

cent and 8 per cent among 25-29 year olds in 1966 and 1971 respectively) and 

only slightly higher than the university/college level completion rates of older age 

cohorts at this time (5 per cent of 40-44 year olds had completed 

university/college education in 1966 compared to 5 per cent in 1971).  

Consequently in 1971 both professional jobs and unskilled manual employment 

were relatively evenly distributed across age cohorts.  Thus during the early 

1970s at least, the socio-economic context of static youth employment, 

participation in university/college education and access to professional (and 

presumably higher paid) employment does not appear conducive to rising 

independent household formation among the younger age cohorts. 
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The data presented in Figures 1-2 indicate that developments in housing and 

mortgage market and in social housing provision were more important drivers of 

youth headship rates in the late 1960s and 1970s than employment sector or 

education levels.  For instance, they demonstrate that house price affordability 

improved markedly during the 1970s.  In 1970 average new house prices were 7 

times average industrial earnings but, despite marked house price inflation, this 

declined to 5 times by 1977 because general price inflation and wages grew even 

faster.  This meant that in practice recipients of the average industrial wage who 

had purchased an average priced new home in 1970 would have found that their 

mortgage debt was only two times their income in 1975, solely as a result of 

wage inflation.  Mortgage finance availability also improved during the 1970s.  

Only 12,471 new mortgages were drawn down in 1970, compared to 24,540 in 

1977 (Department of the Environment, Heritage and Local Government various 

years). The vast majority of these mortgages were provided by non-profit lenders. 

Lending to lower income groups was dominated by the local government sector 

(which provided 30 per cent of mortgages by value in the 1970s), while lending to 

middle to higher income households was dominated building societies (which 

provided around 65 per cent of mortgage loans by value during the 1970s) 

(Fahey et al 2004; Murphy 1994).  Although local government lenders were 

characterized by higher loan to value ratios and more flexible qualification 

criteria, the maximum loans available were strictly constrained by government 
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order at around three times borrowers’ incomes and significantly below average 

contemporaneous house prices (Baker and O’Brien 1979). Baker and O’Brien’s 

(1979: 41) examination of building societies in the 1970s concluded that they 

‘tended to set fairly stiff criteria with regard to the size of the deposit required, the 

minimum income in relation to the size of the loan and the type of property 

involved... generally it is impossible to get a loan greater than two and a half 

times income’.  They also report that both local authorities and building societies 

generally lend ‘only two-thirds or at most four-fifths of the value of the house’ 

(Baker and O’Brien 1979: 42-43). 

 

Figures 1 and 2 about here 

 

 

Accumulating such a substantial deposit proved challenging, particularly for 

households just above the income limit for access to social housing and, for 

those who had successfully secured a mortgage, interest rates were very high by 

contemporary standards – they rose from 9 per cent to 12 per cent between 1970 

and 1975 (see Figure 2) (Baker and O’Brien 1979).  However, direct government 

support for home ownership, including grants for first time buyers and indirect 

support in the form of lack of capital gains taxes on principal private residences, 

as well as the tax deductibility of mortgage interest also reduced the need to 

borrow (O’Connell 2005).  Figure 2 demonstrates that public expenditure on 

housing was significant during the 1970s. It accounted for 8 per cent of total 
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(direct and indirect) public spending in 1975. Furthermore, a substantial 

proportion of this was devoted to supports for home buyers, the total value of 

which equated to 23 per cent of the total costs of servicing the average building 

society mortgage in that year (National Economic and Social Council 1977).  In 

the context of requirements for large deposits, generous government subsidies, 

modest ratio of average house prices to earnings, high consumer prices, and 

wage inflation which quickly eroded the value of debt, the rate of mortgage 

holding was low and only one third of homeowners had mortgages in the 1970s 

(Fahey et al 2004; Kelly and Everett 2004).  Thus for those who could manage to 

access home ownership the funding context was benign, but barriers to entry 

were substantial. 

 

 

Youth headship rates were further increased in the 1970s by the relative ease of 

access to social housing – the vast majority of which was provided by local 

authorities at the time.  Social housing output increased from 3,767 units in 1970 

to a peak of 8,794 units in 1975 and output constituted 1.8 units per 1,000 

inhabitants in 1979, which is more than four times the equivalent figure for 2002 

(Department of the Environment, Heritage and Local Government various years).  

In addition, those who gained access to a local authority tenancy also gained the 

right to buy their dwelling at a substantial discount (circa 30 per cent) from the 

market value.  The right to purchase was extended to urban local authority 

tenants in 1966, but had been available to their rural counterparts since the mid 
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1930s (Norris and Fahey 2011).  As a result, in 1971 10 per cent of households 

were former social tenants who were purchasing their home from their landlord 

(Central Statistics Office various years).    

 

 

1980s- EARLY 1990s 

 

The Irish economy accumulated a variety of structural problems during the 1970s 

which, combined with the effects of the second oil crash in 1979, resulted in a 

large public deficit, rising national debt (which peaked at 1.5 times GNP in 1986), 

recession (GNP fell by 0.3 per cent between 1979 and 1986) and unemployment 

(which stood at around 20 per cent of the workforce during the first half of the 

1980s).   This resulted in a re-emergence of the traditional Irish ‘safety valve’ of 

emigration, with the number of emigrants exceeding new births by the middle of 

the decade (Kennedy et al 1988). 

 

 

In contrast to the previous decade, headship rates among the younger age 

cohorts declined during the 1980s.  In 1981, 16 per cent of 20-24 year olds were 

heads of household but this fell to 14 per cent by 1991; headship rates among 

25-29 year olds declined from 33 to 30 per cent concurrently. However, headship 

rates among older age cohorts increased during this period.  Also, in contrast to 
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the preceding decade, during the 1980s youth headship rates were shaped by 

both housing related and broader socio- economic factors. 

 

 

The decline in youth headship rates is rather surprising in view of the radical 

increase in the proportion of the young population with university/college 

education during the 1980s.  The proportion of 20-24 year olds in this category 

increased from 8 to 17 per cent between 1981 and 1991 and the equivalent 

figures for 25-29 year olds are 12 and 20 per cent (see Table 2).  This reflected 

the outcome of growing investment in education during the late 1960s as a result 

of a number of radical decisions made by the pioneering education minister, 

Donogh O’Malley, including the abolition of fees for second level education, the 

introduction of means tested grants for university/college students (fees remained 

payable by non grant recipients), and the establishment of new Regional 

Technical Colleges (similar to polytechnics in the UK) to provide vocational 

tertiary education.  However, at least during the 1980s, students moving out of 

their parents’ home to university towns and cities did not increase youth headship 

rates.  The data presented in Table 2 reveals that one of the primary reasons for 

this was the decline in the proportion of young people in the workforce during this 

period.  The proportion of 20-24 year olds in the paid employment fell from 77 per 

cent in 1981 to 63 per cent in 1991 and at the same time the proportion of 25-29 

year olds in employment fell from 85 to 78 per cent.  This development was due 

principally to rising unemployment among these age cohorts rather than rising 



 11 

university/college education and it is likely to have severely impeded their ability 

to form independent households. 

 

 

Declining social housing availability almost certainly made a further contribution 

to reducing young people’s opportunities for independent household formation.  

Between 1980 and 1986, social housing output continued at the same rate as in 

the 1970s – around 7,000 units per year, or 1.6 units per 1,000 inhabitants in 

1986 (Department of the Environment, Heritage and Local Government various 

years).  However, the social rented sector bore the brunt of swingeing public 

expenditure reductions introduced in the mid 1980s. Output fell to just over 1,000 

units per annum between 1987 and 1991, or just 0.3 units per 1,000 inhabitants 

in the latter year.  The proportion of households living in the sector contracted 

from 13 to 10 per cent between 1981 and 1991 (Central Statistics Office various 

years) which impeded independent household formation on the part of young 

people in need of accommodation in this tenure.   

 

 

The role which the housing market played in declining youth headship rates 

during the 1980s is more complex.  Barriers to entry to this sector were 

significant, particularly for low income households, due to rising unemployment 

and falling disposable incomes in the face of rising taxes.  The number of 

mortgages provided by local government, the traditional source of finance for low 
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income buyers, was radically reduced to 2 per cent of new mortgages in the mid 

1980s because these counted as part of the public debt, which the government 

was anxious to shrink (Blackwell 1988).  Local government lending has remained 

at this rate since then and also, due to falling social house building and 

residualisation of this tenure, sales of dwellings to tenants have also fallen 

significantly since the 1980s – thereby restricting a key route to home ownership 

for low income households (Central Statistics Office various years).  Tax 

subsidies for building societies were also withdrawn in the mid 1980s and in 

response banks, which traditionally played a minor role in mortgage lending in 

Ireland, increased their percentage of new mortgage loans from eight in 1985 to 

37 per cent in 1987.  This development increased competition in the sector but, 

according to Murphy (1994), did not diminish lending standards and a deposit of 

10 per cent remained a requirement for access to mortgages.  In the context of 

high unemployment, accumulating a deposit of this size would have proved a 

significant challenge for many young people. 

 

 

However, for households who were in the type of employment that would enable 

them to accumulate a deposit and secure a mortgage (or who had done so in 

earlier decades) the situation was much more positive in the 1980s.  House 

prices declined in real terms during the early part of this decade, while wages did 

not. Consequently, average new house prices were 5.5 times average industrial 

earnings in 1980, but this declined to 4.0 times by 1986 (see Figure 2).  Although 
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interest rates were volatile during the 1980s (ranging from a high of 16.3 per cent 

in 1980 to a low of 8.3 per cent in 1988) and remained well below general price 

inflation, mortgage holders continued to enjoy very generous tax relief on their 

mortgage interest.  This was payable at the highest rate of income tax (for 

households in this tax bracket) over the entire lifetime of the mortgage.  Blackwell 

(1988) estimates that in 1988 households paying the top rate of income tax paid 

an actual mortgage interest rate of 8.8 per cent but an effective interest rate of 

4.2 per cent.  Furthermore, he points out that in 1987 the mortgage interest relief 

and direct grants for home buyers cost 2.3 times the entire social housing budget 

(€572.6 million compared to €246.8 million) (Blackwell 1988).  In this context, 

new mortgages drawn down increased from 29,485 to 37,058 between 1981 and 

1991 and the percentage of the population accommodated in the owner occupied 

sector increased from 67 to 74 per cent concurrently (Central Statistics Office 

various years). 

 

 

LATE 1990s-MID 2000s 

 

Irish economic growth and the public finances began to improve in the late 1980s 

but this was not reflected in jobs growth until the mid 1990s.  Between then and 

mid 2000, Ireland experienced an unprecedented period of economic, 

employment, income and population growth (Barry 2002).  GDP per capita 

increased from 15 per cent below the EU15 average in 1995 to 48 per cent 
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above in 2006 and concurrently the unemployment rate fell from 10 per cent 

above the EU15 average to 45 per cent below (Eurostat various years).  This 

economic transformation had significant social implications.  For instance, 

between 1996 and 2006 the Irish population rose by 17 per cent and the number 

of households expanded by 14 per cent (Central Statistics Office various years). 

 

 

This period was also distinguished by a significant increase in headship among 

under 30 year olds.  Table 1 demonstrates that the proportion of 20-24 year olds 

who were heads of household increased from 14.0 per cent in 1991 to 19 per 

cent in 2002 to 19 per cent in 2006, while headship rates among 25-29 year olds 

increased from 30 to 31 to 34 per cent concurrently.  Headship rates also 

increased among the older age cohorts during this period but only marginally. 

 

 

The data presented in Table 2 indicates that the rising youth headship was 

related to rising labour market participation among under 35 year olds, their 

higher levels of education and their greater representation in professional (and 

presumably better remunerated) employment compared to older age groups.  

Between 1991 and 2006 the proportion of 20-24 year old men in paid 

employment rose from 63 to 64 per cent and the equivalent figures for those in 

the 25-34 year old age group are 80 and 87 per cent.  Notably, during this period, 

the traditionally low labour market participation rates of Irish women also ended.  
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Only 55 per cent of 25-34 year old females were in paid employment in 1991 but 

by 2006 this had risen to 75 per cent.  University/college education completion 

rates among younger people also increased steadily during the 1990s and early 

2000s to the extent that 48 per cent of 25-29 year olds had university/college 

education in 2006, compared to only 22 per cent of 45-64 year olds.  

Significantly, from the perspective of the discussion at hand, the steady rise 

university/college education participation among young people during the 

preceding decades began to feed into high levels of professional employment by 

the early 2000s.  In 2006, 24 per cent of 25-34 year olds were in professional 

employment compared to 18 per cent of 45-64 year olds.  Thus in the late 1990s 

and early 2000s, the rising proportion of dual income households and 

professional jobs improved housing affordability and eased independent 

household formation for younger households.  

 

 

For lower earning young people seeking social housing, the situation was not so 

positive.  Output continued to decline in relative terms during the Celtic tiger 

period, from 1.02 units per 1,000 inhabitants in 1996 to 0.12 per 1,000 in 2006 

(Department of the Environment, Heritage and Local Government various years).   

Sales of social housing to tenants fell further during this period thereby cutting off 

a potential route to home ownership for low income households (Central 

Statistics Office various years).   
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Aspirant home owners also faced galloping price inflation during the Celtic tiger 

period (see Figure 1).  House price inflation jumped from 2.1 per cent per annum 

between 1990 and 1993 to 23.4 per cent per annum between 1995 and 2000, 

and continued to rise albeit at a lower rate (12.7 per cent per annum) until late 

2007.  As a result house prices increased by a total of 314 per cent in nominal 

terms between 1995 and 2007. 

 

 

In addition to rising demand created by economic, employment and income 

related factors, rising house prices were driven, at least initially, by a slow supply 

response.  Total housing output grew from 33,725 new dwellings in 1996 to 

49,812 dwellings in 2000, but from the latter year output expanded radically to a 

high of 93,419 dwellings in 2006 (Department of the Environment, Heritage and 

Local Government various years).  To place these output rates in context, in 

2006 the UK built just over twice the number of dwellings Ireland did (209,000 

units) for a population 15 times greater than that of Ireland (60 million, compared 

to 4 million) (European Mortgage Federation various years).  As supply 

restrictions were addressed, the latter phase of the Celtic tiger house price boom 

was driven principally by growing credit availability.  Table 3 demonstrates that 

between 2000 and 2008 mortgage credit outstanding in Ireland rose by 288 per 

cent and from 31 to 75 per cent of GDP.  Although mortgage lending and private 

sector credit increased across the EU and most developed countries 

concurrently, this trend was especially pronounced in Ireland (Doyle 2009).  
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Between 2000 and 2007 outstanding mortgage credit in Ireland expanded by four 

times the rate of growth in the 27 current EU members (80 per cent).  

Consequently, in the latter year, the Irish mortgage debt to GDP ratio was over 

one third higher than the EU27 average (European Mortgage Federation various 

years). 

 

Table 3 about here 

 

The growth in mortgage credit outstanding was due to both an increase in the 

number of mortgages granted and in the size of these loans (see Table 3). Table 

3 also reveals that the number of mortgages granted per annum rose from 

74,300 in 2000 to a peak of 111,300 in 2006.  However, residential mortgage 

debt per capita rose even faster concurrently - from €8,620 to €29,290.  Loans of 

over €250,000 increased from 2.3 per cent of new mortgages in 2000 to 41 per 

cent in 2008.  One hundred per cent mortgages first became available around 

2004 and between then and 2008 rose from 4 to 12 per cent of new mortgages 

granted. Furthermore, mortgages with terms of 30 years plus increased from 10 

to 39 per cent of mortgages drawn-down and interest only mortgages also 

increased significantly during this period. 

 

 

Detailed analysis of the data presented in Table 3 indicates that very large 

mortgages were taken out by mainly first-time buyers based in Dublin 
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(Department of the Environment, Heritage and Local Government various years). 

In 2006 74 per cent of this group drew down mortgages of over €250,000, 

compared to 38 per cent of first time buyers in the country as a whole. In the 

same year 64 per cent of repeat home buyers and property investors in Dublin 

also borrowed on this scale.  Also in 2006, 31 per cent of first time buyers in 

Dublin took on 100 per cent mortgages, compared to 34 per cent of first time 

buyers in the country at large and just 5 per cent of repeat buyers/ investors in 

Dublin.  In the same year, 70 per cent of the mortgages drawn down by first time 

buyers in Dublin had terms of over 30 years, compared to 20 per cent of loans 

granted to repeat buyers/ investors in this city and 61 per cent of those granted to 

first time buyers in the country as a whole.  As the average age of a first time 

home buyer was 30 in 2005, and 84 per cent of first time buyers in this year were 

under 35, it is reasonable to assume that the vast majority of first time home 

buyers during the Celtic tiger boom were in the younger age cohort (Duffy and 

Quail 2005).   

 

 

Mortgage interest tax relief was radically reduced in value during the decade 

under examination. From 1997 it was made payable only at the standard rather 

than the higher rate of income tax and in 2009 its availability was further 

restricted to the first seven years of a mortgage.  However, Figure 2 

demonstrates that average mortgage interest rates declined steadily from 13.9 

per cent in 1992 to 3.9 per cent in 2006.  This development played a key role in 
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enabling the radical growth in mortgage lending because it reduced average 

mortgage servicing costs from 36 per to 31 per cent of the average income of a 

dual earner household between 2000 and 2006, despite the marked concurrent 

house price growth (see Table 3).  Therefore, young home owners during the 

Celtic tiger period paid a similar effective interest rate to their counterparts in the 

1980s (National Economic and Social Council 2004). 

 

 

In common with several other peripheral EU members such as Greece, Italy, 

Spain and Portugal, this decline in nominal interest rates is related to Ireland’s 

entry to European Monetary Union in 1999, and the resultant transfer of interest 

rate setting powers from the Irish Central Bank to the European Central Bank 

(European Central Bank 2009).  However, unusually intense competition in the 

Irish mortgage market, particularly after 2003, also played a key role in driving 

down interest rates and in liberalizing lending standards which contributed to 

growth in both the number and size of mortgages described above (European 

Central Bank 2009).  Between 2000 and 2010 the number of major mortgage 

lenders operating in the Irish market (i.e. registered with the Irish Central Bank) 

increased from 12 to 17 (Central Bank various years).  The development was 

driven by the entry of some Irish banks into the mortgage market for the first time, 

the establishment of specialist mortgage lending subsidiaries by existing Irish 

mortgage lenders and the entry of a number of foreign lenders into the Irish 

market (such as Bank of Scotland and Danske Bank A/S).  In 2007 these foreign 
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lenders accounted for approximately 30 per cent of mortgage loans advanced in 

Ireland – a level of market penetration which is unusual in Europe (European 

Central Bank 2009).  These lenders offered lower interest rates than domestic 

institutions (which traditionally charged a higher yield on loans) and pioneered 

products such as interest-only and 100 per cent mortgages as well as mortgage 

equity withdrawal products.  However, in the context of intensive competition, 

domestic lenders felt obliged to follow suit and the number of these products on 

offer increased radically from 2004 (Hogan and O’Sullivan 2007; McElligott 2007; 

Doyle 2009).  Thus, unlike in the United States, the Irish housing boom was 

associated with a decline in lending standards among mainstream lenders rather 

than with the growth of a specialist sub-prime sector.  Although four sub-prime 

lenders entered the Irish market between 2004 and 2007, they accounted for only 

0.5 per cent of mortgage lending by value in the latter year (Coates 2008). 

 

 

As well as driving increased indebtedness among the younger households who 

could access mortgages, the marked rise in the house price to average industrial 

earnings ratio during the boom (from 4 times average industrial earnings in the 

1995 to 10 times in 2007) also priced a large number of younger households out 

of the owner occupied sector.  Home owners held 80 per cent of outstanding 

mortgages in 2004 but only 73 per cent in 2006 while investor activity rose during 

this period (see Table 3).  As a result, the private rented sector expanded 
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between 1991 and 2002, after many decades of sustained decline (Central 

Statistics Office various years).     

 

 

2007 TO DATE 

 

Ireland’s house price boom started to falter in early 2007 and the data presented 

in Figure 1 indicates that prices nationally fell by 25 per cent between this and 

2009.  However, most commentators agree that these official data underestimate 

the true extent of price decline which is closer to 45-50 per cent to date (see: 

Duffy 2009).  The economic collapse slightly lagged the housing market crash. 

GNP grew by 5.7 per cent in 2007, but it declined by 5.0 per cent in 2008 and by 

15.2 per cent in 2009.  Employment fell by 8.3 per cent between 2007 and 2009 

and the exchequer balance fell sharply to -8.2% per cent of GNP in 2008 and to -

18.8 per cent in 2009 (Central Statistics Office various years).  In addition an 

acute banking and credit availability crisis developed in 2008 as, following the 

collapse of Lehman Brothers in the United States, Irish banks and building 

societies found themselves unable to raise money on wholesale money markets 

(International Monetary Fund 2010).   

 

 

The housing market bust made a central contribution to the economic, fiscal and 

banking bust and the latter subsequently helped to reinforce the former.  The 
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decline in gross value added (GVA) from construction accounted for 27.3 per 

cent of the decline in GNP between 2007 and 2009. Falling construction 

employment accounted for 65 per cent of the decline in employment 

concurrently.  Falling revenue from residential property market related taxes 

accounted for 35 per cent of the contraction in total tax revenue between 2007 

and 2008 (Norris and Coates 2010).  Concerns about the over exposure of Irish 

banks and building societies to the property sector and the implications of this for 

their profitability and the health of their loan books were the key causes of their 

funding crisis in 2008 (International Monetary Fund 2010).  Lending for property 

development and mortgages made up 37 per cent of their total lending in 2000 

but this rose to 72 per cent by 2006 and was up to 90 per cent in some 

institutions (Kearns and Woods 2006).  As Table 3 demonstrates new lending fell 

dramatically in the wake of this funding crisis, which helped to drive down house 

prices. 

 

 

Falling house prices have also had a very severe impact on household wealth. 

Duffy (2009) estimates that 9 per cent of mortgage holders were in negative 

equity by the end of 2008, rising to 18 per cent by the end of 2009 and 30 per 

cent by the end of 2010. In the US, 10 per cent of mortgages in single family 

dwellings were in negative equity in 2008 while in the UK 7 to 11 per cent of 

owner occupier mortgages were in this situation in that year (Hellebrandt et al 

2009; Ellis 2008).  However, Duffy’s (2009) estimates do not include mortgage 
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top ups or interest only mortgages and they are based on conservative estimates 

of the scale of house price decline (in the region of 30 per cent between 2007 

and 2009) which indicates that negative equity is more widespread than he 

suggests. 

 

 

Rapidly rising unemployment coupled with falling incomes among those in work, 

due to tax increases and in many cases cuts in pay and/or working hours, 

combined with interest rate increases have effected a marked rise in mortgage 

arrears among home owners as well as arrears on other loans and utility bills 

(Russell et al 2011).  Comprehensive mortgage arrears data are only available 

from the third quarter of 2009.  These reveal that 3 per cent of mortgages were in 

arrears of over ninety days in Q3 2009, this increased to 4 per cent in Q1 2010 

and to 6 per cent in Q4 2010.  Additional data on restructured mortgages to 

enable the borrower reduce their repayments are also available for Q4 2010.  

These indicate that an additional 35,205 mortgage loans (accounting for 5 per 

cent of all mortgages) had been restructured by the end of this quarter but were 

not categorized as in arrears (Central Bank various years b).  In view of the very 

high proportion of mortgages in arrears or subject to restructuring, levels of 

repossessions have remained surprisingly low to date.  In Q4 2009, 110 

residences were repossessed on foot of a court order or voluntarily surrendered/ 

abandoned and the equivalent figure for Q4 2010 is 106.  The rate of 

repossessions in the UK during 2010 was seven times higher (Mortgage Arrears 
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and Personal Debt Expert Group 2010a). The modest repossession rates in 

Ireland are due primarily to an agreement between the government and lenders 

that the latter would not initiate repossession proceedings for twelve months after 

the first missed mortgage payment.  In the absence of this measure, Goldman 

Sachs Global Economics (2010: 5) estimate that Irish repossession rates would 

be four times higher. 

 

 

While no data are available on the distribution of distressed mortgages and 

negative equity between different age cohorts, the available evidence indicates 

that young people are likely to have been affected.  This is because, as 

mentioned above, most first time buyers during the housing boom were young 

people and Duffy (2009) estimates that rates of negative equity are significantly 

higher among this category of borrower because they generally had less equity in 

their dwellings than older borrowers prior to the bust.  Furthermore, as was 

outlined in the preceding analysis, most very large mortgages, 100 cent 

mortgages and mortgages with an above average repayment period were taken 

out by first time buyers, the vast majority of whom are under 35 years of age.  

This means that young people are at higher risk of both negative equity and 

mortgage arrears.  Finally, young people have been more negatively affected by 

falling employment during the bust than the older age groups.  Total employment 

fell by -11.3 per cent between Q4 2008 and Q4 2010, but employment among 20 

to 24 year olds fell by 35.6 per cent concurrently, while the equivalent figure for 
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24-29 year olds is -12.4 per cent (Central Statistics Office 2011).  This 

phenomenon is due primarily to the concentration of young people, particularly 

young men, in construction employment.  According to the 2006 census, 16 per 

cent of 20-24 year olds and 12 per cent of 25-29 year olds worked in this sector 

(Central Statistics Office various years). 

 

 

CONCLUSIONS 

 

This chapter has examined the importance of both labour market and housing 

market factors in the formation of independent households among the under 30 

age group in the Republic of Ireland since the late 1960s.  It highlights significant 

differences in this regard between the experiences of this age cohort during this 

period.  

 

In the 1970s, headship rates among young people increased largely due to a 

benign housing market situation but also to the ready availability of social 

housing.  During this period, the labour market situation was also relatively 

favourable and certainly not a serious barrier to independent household 

formation.  
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In the 1980s, headship rates among young people declined due to economic 

recession and dismal labour market conditions. However, there were also a 

range of other barriers to independent household formation during this period 

including: high interest rates, limited credit, high deposit requirements from 

lenders and a lack of social housing.   

 

 

During the Celtic tiger boom of the late 1990s and early 2000s, headship rates for 

younger people increased as particularly the labour market context improved.  

Young people in this period had very high rates of participation in 

university/college education compared to their counterparts in previous decades. 

Therefore, during this economic boom they enjoyed easy labour market access 

and easier access to professional jobs and therefore higher earnings than older 

households.  During the Celtic tiger, the under 30s experienced great difficulty in 

accessing social housing and galloping house price inflation.  However, mortgage 

credit was more widely available and was cheaper as interest rates were 

negative for much of the early 2000s. Therefore, those who could afford to do so 

overcame these housing market barriers by taking on very large debt to purchase 

a home.   

 

 

Thus although the young ‘Celtic tiger’ cubs faced lower threshold barriers to 

independent household formation compared to young people during the 1970s 
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and in particular the 1980s, they faced much higher  long term payment barriers.  

Young people in the 1970s faced significant challenges in saving a deposit and 

raising a mortgage but once they did purchase a home their debt was eroded by 

inflation and rising earnings and was generally paid off after 20 years.  For this 

reason, the vast majority of Irish home owners aged 50 years plus are mortgage 

free.  In the late 1990s and early 2000s, young people borrowed much larger 

amounts compared to their incomes and commonly took on 100 per cent 

mortgages, with repayment terms of 30 years or longer.  Although the cost of 

servicing this debt was generally affordable during the Celtic tiger boom, in the 

face of the sharp contraction in the Irish economy since 2007, this is no longer 

the case for many households.  Furthermore, due to higher borrowings and low 

inflation, even those households who can meet their repayments costs face much 

higher lifetime debt servicing costs than previous generations.  
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Table 1 Headship Rates by Age Cohort, 1966-2006 

Age Cohort 1966 1971 1979 1981 1991 2002 2006 

% % % % % % % 

20-24 6.8 9.4 15.0 15.8 14.0 18.9 19.3 

25-29 31.0 33.8 31.3 32.5 29.8 31.2 33.8 

30-34 40.1 41.7 42.8 42.9 45.0 

35-39 43.3 45.2 47.6 47.8 49.2 

40-44 45.7 47.0 49.6 50.8 51.3 

45-64 51.1 51.3 52.2 53.0 54.8 54.2 55.3 

65+ 45.7 55.2 59.0 57.4 61.1 61.9 62.6 

Source: Central Statistics Office (Various Years). 

 



 32 

 

Table 2 Paid Employment, University/College Education, Professional and 
Unskilled Manual Employment by Age Cohort, 1966-2006 (%) 

Category Age 
Cohort 

1966 1971 1981 1991 2002 2006 

Men in  paid  
Employment 

20-24 84.6 83.1 77.1 62.7 63.4 64.2 

25-29 92.6 91.7 84.9 78.4 84.9 86.6 

30-34 93.8 92.9 86.1 80.6 

35-39 93.3 92.5 86.9 80.2 85.8 87.6 

40-44 92.7 91.8 86.3 78.3 

45-64 87.4 86.3 78.3 68.5 72.3 74.5 

65+ 46.6 41.1 23.1 16.5 11.3 12.0 

Women in  paid 
employment 

20-24 64.8 62.9 65.0 61.7 56.3 55.7 

25-29 34.6 29.9 42.2 62.2 71.2 75.1 

30-34 21.5 20.8 25.1 47.6 

35-39 18.4 18.3 21.7 37.0 58.8 64.9 

40-44 17.3 18.5 23.0 31.8 

45-64 20.3 20.3 20.8 24.2 42.5 51.2 

65+ 7.9 9.5 4.7 3.3 2.5 3.5 

University/College 
education  

20-24 4.0 4.9 8.0 17.0 31.6 31.8 

25-29 7.0 7.8 11.7 20.0 45.9 48.4 

30-34 6.3 7.2 10.6 16.4 38.3 47.1 

35-39 5.5 6.0 8.8 13.6 30.7 37.9 

40-44 4.5 5.2 7.1 10.9 25.5 31.1 

45-64 4.0 3.8 4.8 8.1 18.2 22.2 

65+ 1.8 2.4 3.2 4.0 9.0 11.5 

Professional 
occupation 
 

20-24 Nav 10.1 11.4 10.1 16.5 15.8 

25-29 Nav 11.8 14.5 13.3 23.6 24.2 

30-34 Nav 10.8 13.2 13.8 

35-39 Nav 10.1 12.5 14.2 18.9 20.1 

40-44 Nav 7.8 11.2 13.0 

45-64 Nav 6.7 11.9 10.7 17.4 18.3 

65+ Nav  8.9 7.5 14.7 16.7 

Unskilled Manual 
occupation 
 

20-45 Nav 8.2 6.1 5.7 5.2 4.9 

25-29 Nav 8.3 7.0 6.0 4.4 4.0 

30-34 Nav 8.5 7.3 6.6 

35-39 Nav 9.4 6.6 7.0 5.3 6.9 

40-44 Nav 9.6 7.0 7.4 

45-64 Nav 10.3 8.4 7.3 7.4 5.6 

65+ Nav  9.4 7.6 11.6 7.6 
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Source: Central Statistics Office (Various Years). 
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Table 3 Trends in Mortgage Debt and New Lending, 1996-2010 
 1996 1998 2000 2002 2004 2006 2008 2010 

Mortgage credit outstanding (€m) Nav Nav 29,474 43,416 73,120 110,602 114,290 108,282
1
 

Mortgage debt to GDP ratio (%) Nav Nav 31.1 36.3 55.2 70.1 80.0 Nav 

New mortgages (N) 56,000 61,400 74,300 79,300 98,700 111,300 53,600 Nav 

Mortgage debt per capita (€) 3,830 5,650 8,620 12,110 19,120 29,290 33,750 Nav 

% of average income required to service a 
mortgage on an average priced dwelling

2
 

23 35 36 34 25 31 29 Nav 

% of outstanding mortgages which are:         

For principal private residences Nav Nav Nav Nav 80.0 73.7 71.9 72.8
3
 

For buy-to-let dwellings Nav Nav Nav Nav 18.8 25.1 26.9 26.1
3
 

For holiday/second homes Nav Nav Nav Nav 1.1 1.2 1.2 1.1
3
 

% of new mortgages which are:         

>€250,000 Nav Nav 2.3 5.9 18.0 37.0 41.0 Nav 

100% loans Nav Nav Nav Nav 4.0 14.0 12.0 Nav 

>30 year term Nav Nav Nav Nav 10.0 31.0 39.0 Nav 

Interest only Nav Nav 2.4 2.7 5.7 12.6 Nav Nav 

Note:  all monetary data are at current prices.  Nav means not available. 
1
:  includes first 11 months only. 

2
: Data refer to two earner, married households, whose 

income = average industrial wage + average non-industrial wage.  Mortgage payments are on a 20 year mortgage for 90 per cent of the average new house price 
for that year, repaid at average mortgage rates for that year.  

3
: includes the first 6 months only. 

Source:  Central Bank (Various Years), Central Statistics Office (various years); Department of the Environment, Heritage and Local Government (various years). 
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Figure 1 New House Prices and Average Annual Industrial Wage, 1970-
2009 
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Figure 2 Consumer Price Inflation, Mortgage Interest Rates and % of Public 
Expenditure Devoted to Housing, 1970-2009. 
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1
 Headship rates may vary depending on a range of factors including age, age-cohort, marital status, family 

structure, gender, ethnicity and immigrant status. 


