Private Sector Provision of Social Housing: An Assessment of Recent Irish Experiments
Authors:  Michelle Norris

School of Applied Social Science, 
John Henry Newman Building, University College Dublin,

Belfield, Dublin 4, Ireland
Tel:  00353 1 7168203.  e-mail:  michelle.norris@ucd.ie
Michelle Norris is senior lecturer at the School of Applied Social Science, University College Dublin.
and Dermot Coates,

Farrell Grant Sparks Economic Consultants, 
Molyneux House, Bride Street, Dublin 8, Ireland
Tel:  00353 1 4182000.  e-mail:  Dermot.Coates@fgspartnership.com.
Dermot Coates is a Senior Consultant in the Management Consultancy division of Farrell Grant Sparks Economic Consultants, Dublin.
Correspondence to:  Dr Michelle Norris.
Private Sector Provision of Social Housing: An Assessment of Recent Irish Experiments

Summary:  In recent years many European governments have reduced the  role of social housing in accommodating low-income households and increased the role of the private rented sector with the aid of housing allowances.  Our analysis of this development in Ireland concludes that it has not generated better the value for money and flexibility as expected and that housing allowance claimant numbers are as difficult to control as social housing subsidies.  Although the Irish case does highlight some administrative strategies which could be employed to address this problem.
Introduction

Due to a series of reforms over the last two decades the social housing sector across most of western Europe has been both diminished and transformed.  Sales of existing social rented dwellings to tenants, together with significant cuts in state capital subsidies for the construction of new dwellings and a consequent decline in new building, drove the former development (Gibb, 2002).  In most countries, these capital subsidies were replaced only in part by revenue subsidies in the form of housing allowances (such as housing benefit in the UK).  The key rationale for this reform was the better value for money and flexibility of housing allowances compared to capital subsidies, both for governments which could cut them back more easily and for tenants who could use them to subsidise accommodation in the private as well as the social rented sector (Kemp, 2000).  As a result, in many countries the private rented sector now plays a significant role in housing families that would have traditionally been accommodated by social landlords.
It is likely that private sector involvement in social housing will continue to expand in the future.  Spurred by the (public choice economics related) assumptions that competition will achieve a more efficient service for customers and better value for money for funders, that have driven public service reforms across Europe, governments in several countries have introduced a number of measures to increase private sector involvement in social housing.  In the UK for instance, the 2004 Housing Act made public capital grants for social house building available to for-profit agencies for the first time (Pawson, 2006).  Furthermore, in 2005 the European Commission raised concerns that arrangements for public subsidization of social landlords in the Netherlands could distort competition with the private sector.  Consequently eligibility for these subsidies may have to be extended to private landlords (Gruis and Priemus, 2006).
However this development has also provoked concerns.  Governments across western Europe have found that, contrary to their expectations, housing allowance spending has proved even more difficult to control than social housing expenditure (Priemus, 1990).  Other commentators question whether private housing is really substitutable for social housing because social landlords generally provide care and support services in addition to housing and have raised concerns about the challenges associated with governance of the growing number of actors in the social housing field (Oxley, 2004).

This article uses recent Irish experience to interrogate these international debates on the role of the private sector in the provision of social housing.  It focuses on the two key mechanisms used by government in Ireland to enable private sector provision of housing for low income households – Rent Supplement, a housing allowance which subsides the rents of unemployed private renters and the Rental Accommodation Scheme (RAS) which was established in 2004 to address a number of strategic problems in the management of long-term Rent Supplement claims.  The analysis presented here draws on primary management data collected by the organisations responsible for the administration of these programmes (incorporating all 56,000 Rent Supplement claimants and all 5,000 RAS claimants in 2005/06) and interviews with key actors involved in the design and implementation of these programmes (nine in total), during which the issues revealed by the analysis of management data were investigated in more depth.
The analysis is organised into five further sections.  After briefly explaining the key characteristics of the Rent Supplement system, we then outline key recent trends in the operation of this benefit and associated concerns raised by statutory and independent reviews.  These relate to: growth in claimant numbers, cost inflation and housing quality, and reflect.  This is followed by an outline of the reforms introduced to address these concerns and an assessment of their achievements in this regard.  Finally, the conclusions set out the key findings of this analysis and reflect on the implications of the Irish case for policy on private sector involvement in social housing provision in other western European countries.
Background
Rent Supplement provides a cash allowance which subsidises the rent of private renting households dependant on social security benefits or on state education or training schemes intended to enable the long-term unemployed return to work.  It is an open ended support scheme to which all applicants who meet the qualification criteria are entitled, but the level of the payment is subject to a limit which varies regionally and also according to household size and type of accommodation.  Furthermore, if recipients enter mainstream employment of more than 30 hours per week, the benefit is withdrawn at a rate of 100%.
For most of the years since its introduction in 1977, the supplement represented a relatively minor element in the State’s housing support system.  By 1994, it catered for 28,800 claimants compared to 95,735 households in direct social housing provision.  However, as Table 1 reveals, in the decade after 1994, the number of households accommodated via Rent Supplement increased by 100%, while social housing tenancies increased by 13%.  Moreover during this period, growth in Rent Supplement claimant numbers outpaced growth in all benefit claimants and Rent Supplement costs grew faster than claimant numbers (see Table 1).

Table 1 here
Concerns

Growth in Claimant Numbers
As a result of these developments, by 1995 a government Review Group raised concerns about the marked increase in the number of Rent Supplement claims.  It attributed this development to: its demand-led nature (i.e. all qualified applicants are entitled to support); increased awareness leading to increased take-up (i.e. more eligible applicants actually make a claim); benefit access rules which discourage young people from remaining in the family home and therefore encourage take-up; rising numbers of lone-parent and single person households; falling social housing output; high levels of unemployment and rising long-term unemployment which have increased claim duration and increasing immigration (Review Group, 1995).  A second statutory review conducted in 1999 concluded that the first four of these factors remain significant drivers of the continued growth in claims during the late 1990s, but proffers a different analysis of the influence of the latter three (Inter-Departmental Committee, 1999).  This report argues that social housing output does influence Rent Supplement claims, but not significantly, because trends in the latter did not mirror trends in the former during the 1990s, but, rising immigration during the late 1990s did drive growth in claimant numbers.  However it suggests that continued growth in claims is difficult to explain in view of the sharp fall in the rate of unemployment in Ireland (from 12.4% in 1995 to 5.6% in 1999) (Central Statistics Office, various years).

Cost Inflation
The Rent Supplement reviews of the early 1990s did not highlight cost inflation as a major concern.  In fact, in the context of cutbacks to social housing expenditure driven by a prolonged fiscal crisis, the Review Group (1995) argued that Rent Supplement was the most cost efficient method of housing single-person households, and those in short-term housing need, although social housing was a better value for money option for larger households and those in long-term housing need.  This consensus changed by the end of the decade when the Inter-Departmental Committee (1999) report raised concerns about rising expenditure, which grew by 117% between 1995 and 2000, (although, per claimant expenditure grew at just over half this rate) (see Table 1) and the Comptroller and Auditor General (2006) highlighted a growing mismatch between Rent Supplement costs and private rents (see Table 1).  
Several different explanations for this disconnect have been proffered.  The housing ministry suggested that the purely subsidy-based approach of the Rent Supplement system was fueling rent inflation and a supply-based alternative should be explored (Department of the Environment and Local Government, 2000).  Others (Interdepartmental Committee, 1999; Department of Social and Family Affairs, 2006) have suggested due to the large proportion of private renting tenants reliant on Rent Supplement (38.3% of the 11% of the Irish households accommodated in this sector in 2006) the benefit acts as a ‘price maker’ rather than a ‘price taker’.  In other words, maximum Rent Supplement payments act as a ‘floor’ under the market, and landlords tend not to charge rents which are below this level.  While, the Comptroller and Auditor General (2006) has highlighted the failure of administrators to adjust the Rent Supplement maxima to reflect falling rents in the market at-large.  
Housing Standards
In addition to these statutory reviews, over the last decade a plethora of independent studies on Rent Supplement has been published which indicate that many landlords are unwilling to let to claimants of this benefit and as a result many claimants are forced to accept sub standard accommodation, in less desirable areas (Memery et al, 2002).  Poor quality accommodation is also linked to local authorities’ poor record of inspection of private rented dwellings and the division between this housing standards enforcement regime and the administration of Rent Supplement which is carried out by the health authorities (Norris and Winston, 2004).  Notably the Inter-Departmental Committee (1999) suggested that, in order to rectify this problem, responsibility for Rent Supplement should be transferred from the health to the local authorities.
Solutions
The problems associated with Rent Supplement have inspired several reforms in recent years, some minor, others radical.  
An example of the latter the extension of eligibility to include participants in certain work experience and training programmes in an effort to eliminate the unemployment trap associated with the benefit.  In addition, until the early 1990s the benefit was completely withdrawn when claimants entered paid employment.  At this time eligibility was extended to include claimants with weekly earnings of below €317 and from 1999 tapered removal arrangements were introduced which enable certain claimants to retain part of their subsidy for up to four years after returning to employment.
The Rental Accommodation Scheme constitutes a more radical reform.  Under this initiative, local authorities will assume responsibility procuring accommodation for most Rent Supplement claims of 18 months or longer duration on a phased basis between 2005 and 2008.  These households will be accommodated in mainstream social housing where available; in their existing dwelling, or, if this is inadequate, in alternative private rented accommodation.  Crucially the latter will be long-term leased by local authorities on behalf of claimants, whereas Rent Supplement claimants currently source their own accommodation.  In return the RAS claimants will pay a rent contribution which will be set using the income related rent determination system which applies to the authority’s own social tenants.
The rationale for these arrangements is that they will resolve a number of strategic problems in the existing system.  Specifically:
· expand the amount of private rented accommodation available for Rent Supplement tenants through the procurement of new rented accommodation
· integrate arrangements for social housing provision, vetting private rented housing standards with those for management of long-term Rent Supplement claimants
· eliminate the unemployment trap currently created by arrangements for the withdrawal of Rent Supplement when claimants enter paid employment, by calculating the claimants’ rent contribution on the basis of their income;

· address Rent Supplement cost inflation by procuring dwellings via local authorities who can exercise a degree of market power not available to individual tenants acting individually, and thereby achieve discounts 

· improve the housing conditions of RAS claimants, by ensuring all dwellings are vetted by the local authority, and
· facilitate social mix by providing a wider geographical spread of dwellings through RAS (Department of the Environment, Heritage and Local Government, undated; Department of Social and Family Affairs, 2006).
Notably, the establishment of RAS has also bridged the traditional administrative and legal distinction between tenants of mainstream social housing provided by housing associations and local authorities, on the one hand, and low income households accommodated in Rent Supplement subsidized private rented dwellings, on the other.  Unlike Rent Supplement Recipients, RAS claimants are included in the ‘social housing’ category in the housing ministry’s Annual Housing Statistics Bulletin (Department of the Environment, Heritage and Local Government, various years).  Furthermore, this definition was formalised by the 2008 Housing (Miscellaneous Provisions) Act, which refers to RAS as ‘social housing support’ and extends local authorities’ social housing management powers to this sector.
Assessment
Growth in Claimant Numbers
As mentioned above the various reviews of Rent Supplement have identified a range of factors related to the socio-economic (demand side) and housing market context (supply side) that have contributed to the growth in claimant numbers over the last decade.  The impact of these factors is modelled in Figures 1 and 2 respectively, while Table 2 employs administrative data on Rent Supplement claimants to ascertain the extent to which these demand side drivers are reflected in claimant characteristics.
Figures 1 and 2 and Table 2 here.
Figure 1 reveals that Rent Supplement claimant numbers rose by 63.5% between 1997 and 2005.  Notably claims of illness, disability and caring benefits and immigrant numbers rose by similar amount concomitantly (62.8% and 66% respectively) while claims of the main benefit for lone-parents – One Parent Family Payment – increased by 36.3%, although claimant numbers stabilised after 2002.  In contrast, claims of benefits for the unemployed fell by fell by 38% concomitantly.
Table 2 examines reveals that these macro demand side trends are mirrored in changes in the Rent Supplement claimant population.  The marked rise in claims of One Parent Family Payment, which was highlighted in the 1995 and 1999 reviews as a key contributor to Rent Supplement claimant growth, had ceased by 2004/2005, during which time the proportion of all claimants in this category grew by only 2.4%.  The proportion of claimants dependant on unemployment, employment (return to work or education benefits) and Supplementary Welfare Allowance benefits (the ‘safety net’ benefit for households ineligible for other benefits), fell during the period under examination, while the proportion dependant on illness, disability and caring and miscellaneous benefits rose.  The vast majority of the growth in claimants dependant miscellaneous benefits is due to a 185% increase in the number reliant on a refugee support payment.  This in turn explains the rise in the proportion of Rent Supplement claimants who are not EU nationals which is also highlighted in this table.  In view of Ireland’s relatively illiberal work visa policy for non EU applicants it is likely that the majority of claimants from countries in this category entered Ireland through the asylum route.  This trend is significant because citizens of countries in the ‘other European Countries’, ‘rest of Europe’. ‘Africa’ and ‘other countries’ categories constituted just 3.1% of the Irish population in 2006 but 18% of Rent Supplement claimants in June 2005 (Central Statistics Office, various years).
Table 2 also reveals that the decline in the rate of increase in claimant numbers between June 2004 and June 2005 has been accompanied by a rise in the proportion of claims of eighteen months or more continuous duration (hereafter: long-term claims) and a consequential proportionate reduction in ‘short-term’ claims of less than eighteen months duration.  The number of long-term claims grew by 16.8% over a period when the total claims rose by just 2.8%, which indicates that, in the absence of this development, total claims would have fallen.
More detailed analysis reveals that recipients of the One Parent Family Payment and illness, disability and caring payments and citizens of African and non EU member European countries are more likely to remain dependant on Rent Supplement over the long-term.  The tendency for claimants in these categories to remain long-term benefit dependant is common to many European countries (Gustafsson et al, 2002).  However with the exception of these three groups, Table 2 does not indicate that the length of claim varies according to the characteristics of claimants.  Rather our analysis indicates that recent reforms to Rent Supplement qualification criteria intended to encourage claimants to take-up paid employment appear to have driven up the duration of claims.  As was mentioned above, until the late 1990’s, Rent Supplement was withdrawn when claimants’ earnings exceeded €317, but this absolutist cut-off was removed in 1999.  However, as Figure 3 which models the impact of these reforms on two hypothetical households reveals, inherent in these arrangements is a perverse incentive – although the net (after rent) income of participant households rises steadily until 19 hours are worked per week, it falls steeply for each additional hour worked after this, and this reduction is especially marked for recipients of the One Parent Family Payment.
One of the objectives of RAS is to address this unemployment trap by assessing the rent contribution of long-term Rent Supplement claimants using the income related system used to determine mainstream social tenants’ rents.  At the time of writing very few eligible claimants had transferred from Rent Supplement to RAS, so it is impossible to assess whether this objective has been achieved in practice.  The formulae used to determine mainstream social tenants’ rents are largely progressive and without unemployment traps, which indicates that RAS is likely to be successful in this regard (Coates and Norris, 2006).  However, financial calculations are only one of the factors which trap claimants in the benefits system.  Significantly, despite the progressive rent determination system, benefit dependency among mainstream social housing tenants in Ireland remains very high (70% among tenants in Dublin in 2001) (Norris and Murray, 2004).  Moreover in view of the many attractions of the RAS for Rent Supplement claimants (better quality of accommodation, more progressive rent determination system) there is a danger that the operation of these two parallel systems of housing support may encourage Rent Supplement claimants to continue claiming for more than 18 months in order to qualify for RAS.
The statutory reviews of Rent Supplement also highlighted supply-side drivers of claimant growth and these are modeled in Figure 2.  It reveals that the number of private rented dwellings rose by 25.9% over the period 1997 to 2005, while the dwellings rented from local authorities, (which provided approximately 80% of social rented dwellings in Ireland this period) grew by less than half of this rate (11%).  As a result social security benefit claimants were channelled out of local authority housing and into Rent Supplement supported private rented accommodation.  Comparison of the economic status of the private renting households in 1991 and 2002, (the period of highest growth in Rent Supplement claims) reveals that the proportion of household heads who were potentially eligible for this benefit (because they were outside the labour market), fell by 9%, but due to the increase in the number of private renting households, this translates into an increase of 8,470 households in absolute terms (Central Statistics Office, various years).
These data also shed light on another potential driver of increased Rent Supplement claims: take-up.  They indicate that the number of private renting households eligible to claim Rent Supplement rose from 27,553 in 1991 to 36,023 in 2002.  Whereas the actual numbers of claimants totalled 54,200 in the latter year, compared to 8,159 in the former (Department of Social and Family Affairs, various years).  Thus, less than one-third of potentially eligible households were in receipt of this assistance in the early 1990s, but by 2002 claimants exceeded potentially qualified households by one-third.  Data generated by the tax authorities for the authors, indicates that this discrepancy is due to claimants dependant on return-to-work schemes and in part-time employment (who may have been recorded as ‘employed’ in the census) as a result of the aforementioned reforms to eligibility criteria qualified for Rent Supplement from 1999.
Cost Inflation
As explained above, recent years have seen growing government concern about Rent Supplement cost inflation, particularly about the emerging growing disconnect between claimants’ rents and general rent inflation, which several reviews related to its design or administration.  Our analysis of management data on Rent Supplement and RAS claimants contradicts this view.  It indicates that this disconnect is related principally structural factors related to the distinctive characteristics of claimant households, rather than maladministration.
Thus, for instance, compared to the private renting population-at-large, the Rent Supplement claimant population contains a relatively large (and in recent years, growing) proportion of families with children, which generally require larger and therefore more expensive accommodation than their childless counterparts.  In June 2005 for instance, 82.3% of single claimants paid rents of less than €200 per week compared to 64.5% of their married counterparts who are more likely to have children.  Also at this time, 52.6% of claimants live in four regional cities or in Dublin city and county, compared to 33.3% of the whole national population in 2006 (Central Statistics office, various years).  In June 2005 the mean weekly rent paid for a Rent Supplement dwelling was €138.13, but this rises to €192.77 in Dublin City and County and falls to just €81.89 in predominately rural county Sligo.  Thus Rent Supplement rent costs were approximately 5% higher in 2005 than would have been the case had the location of claimants mirrored that of the population-at-large.

The problems associated with implementing the RAS provide further evidence for the structural rather than administrative basis of Rent Supplement cost inflation.  The designers of RAS has envisaged that it would at least be self funding or at best could potentially generate significant cost savings (estimated at €19m in 2005) because of the additional market power of local authorities compared to individuals and because participating landlords would be willing to accept a sub-market rent in return for a guaranteed income from the state for the duration of the leasehold agreement.  Notably, in order to incentivize this outcome local authorities were allowed to keep the proceeds of any savings generated via this mechanism.  However to date, the predicted savings have not materialised in practice.  
Data provided by the nine local authorities responsible for piloting the RAS indicate that discounts were attained from participating landlords in only 10.8% of cases, which equates to a saving of almost one and a half months of rent per calendar year.  Significantly, the extent of discounts attained was higher in rural areas.  Donegal and South Tipperary County Councils which are responsible for predominately rural areas attained discounts of 16.7%, whereas the equivalent figure for Limerick and Cork City Councils is only 8.3%, although the participating authorities responsible for the capital city (Dublin City and South Dublin County Councils) both attained discounts of 12.5%.  In view of the fact that most Rent Supplement Claimants live in urban areas this indicates that transfer to the Rental Accommodation Scheme is unlikely to generate significant cost savings.
Interviews with the RAS managers in these areas indicate that this discrepancy is the result of two factors.  Firstly rural interviewees reported a greater willingness among local landlords to negotiate regarding rent levels as a result of weaker market demand, while the opposite was the case in urban areas.   Secondly, the participating urban local authorities identified higher numbers of poor standard and overcrowded dwellings occupied by Rent Supplement claimants, which they were not willing to lease under RAS arrangements, than their rural counterparts.  Thus among the six pilot urban local authorities 8.2% of Rent Supplement dwellings inspected in 2005 were deemed unsuitable for transfer into RAS, compared to 1.9% of dwellings inspected by the three rural pilot authorities.  In cases where dwellings were deemed unsuitable, better quality or larger accommodation was obtained by the authorities for claimants, which resulted in higher rents in 75% of cases.
Dwelling Quality and Location
The relatively high number of Rent Supplement subsidised dwellings deemed unsuitable for transfer to the RAS programme verifies the findings of the earlier research, mentioned above, which highlighted the high numbers of relatively poor quality dwellings occupied by Rent Supplement claimants.  More positively however, the integration of arrangements for vetting private rented housing standards with those for management of long-term Rent Supplement claimants as a result of the advent of RAS, appears to have radically improved vetting arrangements.  Thus in 2006 2,532 dwellings were vetted by local authorities in order to check their suitability for letting under RAS, whereas in the pervious year local authorities carried out only 6,815 inspections of private rented dwellings in total, although they hold statutory responsibility for ensuring all dwellings in this sector comply with minimum standards regulations (Department of the Environment, Heritage and Local Government, various years).
The data required to assess whether RAS has been successful in achieving its objective of combating spatial segregation of low income households was not available at the time of writing.  However our analysis indicates that intervention of this type is certainly required because the socio-spatial segregation effected by the Rent Supplement system is as significant as that associated with social housing provision, despite the fact that the former system accommodates only half as many households as the latter.  Analysis of the distribution of these household types among the 3,441 electoral divisions (EDs) which are smallest spatial unit into which census data can be disaggregated, reveals that 139 EDS contain more than twice the national average number of social renting households (national average is 10.7%) in 2006 while 182 contained more than twice the average numbers of Rent Supplement claimant households in 2005 (national average is 3.8%).  More detailed analysis reveals that concentrations of Rent Supplement claimants are largely confined to large urban areas - 119 of the EDs in this category are located in Dublin City and County or in five regional cities.  Furthermore within these cities, Rent Supplement claimant concentrations are generally confined to less affluent inner cities (39 EDs in this category are in the inner city of Dublin City Council’s operational area) and outer suburbs (notably the affluent outer suburbs of Dublin in the operational area Dún Laoghaire Rathdown County Council contain only one ED in this category).  Notably, from the perspective of socio-spatial segregation, many of the urban local authority areas where concentrations of Rent Supplement claimants are high also include large concentrations of social housing (163 nationwide) and several EDs which contain Rent Supplement claimant concentrations located adjacent to one other and/or are bordered by concentrations of social tenants which may further reinforce socio-spatial segregation. 
Conclusions
This article has examined the implications of shrinking role of the social rented sector in housing low-income households in Ireland, and the rising dependence on the private rented sector for this function with the support of housing allowances.  In Ireland, in common with the many other western European countries where similar policies have been pursued during the last two decades, the development has been justified on the grounds that housing allowances provide better value for money and flexibility for governments and claimants that mainstream social housing provision (Kemp, 2000).  Our analysis casts doubt on these assumptions and supports Priemus’s (1990) contention that without careful management housing allowances are as ‘uncontrollable’ as social housing subsidies.  Although the Irish case does highlight some administrative strategies which could be employed to address this problem.
In Ireland Rent Supplement claimant numbers grew rapidly during the early and mid 1990s, and despite unprecedented levels of economic growth since them, claimant numbers have continued to grow, albeit at a slower rate.  This is primarily because the importance of the traditional key structural drivers of claimant growth – claims of benefits for the unemployed and lone-parent families – diminished during the 1990s, but they were replaced by a new but less significant growth driver – immigration, particularly of asylum seekers.  The higher than expected growth in expenditure on this benefit during this period is also related primarily to structural factors, principally: the above average size of claimant households and their concentration in urban areas where rents are higher.

Due to the primarily structural basis of growth in Rent Supplement claimant numbers and costs, efforts to reverse these trends using administrative reforms such as the RAS have had limited success to date and in some cases have achieved perverse outcomes.  However this does not mean that such reforms are entirely without merit or they could not be made more effective by better design.  Thus our analysis indicates that lengthening claim duration has driven rising claimant numbers and links this development with the introduction of benefit withdrawal or ‘tapering’ arrangements which incentivize claimants to take part rather than full time work and consequently to remain partially dependant on Rent Supplement (see Figure 3).  Extending the income related rent determination system currently applied to RAS claimants to include the Rent Supplement system could address this employment trap and could also avert the prospect that the operation of these two parallel systems of housing support will encourage Rent Supplement claimants to continue claiming for more than 18 months in order to qualify for the additional benefits associated with RAS.  In addition out analysis indicates that more assiduous management of private sector provision of social housing via the RAS has the potential to combat the two other key problems associated with private sector provision of social housing in Ireland – poor quality dwellings and spatial segregation of low-income households.
A number of lessons relevant to housing policy makers in other countries can be draw from Ireland’s efforts to involve the private sector in the provision of social housing.  The poor dwelling quality and socio-spatial segregation associated with the Irish Rent Supplement system highlights the limitations of the argument, often employed to justify the introduction of housing allowances, that this mechanism affords recipients greater consumer choice than mainstream social housing provision.  In countries, such as Ireland and the UK (see Stephens, 2005), where the private rented sector is relatively lightly regulated this is not necessarily the case.  However our analysis indicates that closer management of the leasing of private rented dwellings via the Rental Accommodation Scheme has the potential to overcome this problem of imperfect competition, consequently this approach may be of interest to governments internationally.  The introduction to this article identified rising housing allowance claimant numbers and costs as a key concern of governments in western Europe in particular, but the Irish case reveals no obvious solutions, as it indicates that these developments are the result of structural rather than administrative factors (Priemus, 1990).  Thus the evidence examined here indicates that the governments of Ireland and other ‘liberal’ welfare states such as the UK may have to accept that growing housing allowance claimant numbers and expenditure is the price that must be paid for relatively low social security expenditure and mainstream social housing provision.
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Table 1: Rent Supplement Claimant Numbers and Expenditure, 1994 – 2005
	Year
	Rent Supplement Claimants
	Rent Supplement Expenditure (at constant 1994 prices)
	Private Residential Rent Inflation (% annual increase)

	
	N
	As a % of all social security benefit claimants
	€
	As a % of all social security benefit expenditure
	

	1994
	28,800
	3.5
	56,884,266
	1.5
	Nav

	1995
	31,800
	3.8
	67,688,876
	1.7
	0.9

	1996
	34,700
	4.0
	76,173,704
	1.8
	1.7

	1997
	36,800
	4.2
	90,336,946
	2.1
	2.8

	1998
	40,000
	4.8
	103,151,658
	2.3
	6.6

	1999
	41,900
	5.0
	115,896,404
	2.6
	5.5

	2000
	42,700
	5.2
	129,642,842
	2.2
	16.2

	2001
	45,000
	5.2
	152,310,591
	2.4
	10

	2002
	54,200
	6.0
	203,719,085
	2.7
	-2

	2003
	59,976
	6.3
	256,948,730
	3.2
	-4.7

	2004
	57,872
	6.0
	262,255,064
	Nav
	-2.9

	2005
	57,960
	6.0 
	Nav
	Nav
	4.3


Source: Central Statistics Office (2005); Department of Social and Family Affairs (various years); Inter-Departmental Committee (1999) and data generated from the database of Rent Supplement claimants.

Note: All data refer to December 31 with the exception of data for 2005, which refer to June 30 (in the case of claimant number data) and January to June (in the case of expenditure data).
Table 2:  Characteristics of Rent Supplement Claimants, June 2005 and Changes in the Characteristics of Rent Supplement Claims, June 2004 - June 2005, by Duration of Claim
	
	Characteristics of Claimants, June 2005
	Change in Claimants’ Characteristics

June 2004-June 2005

	
	All

%
	Of which are Long-term
%
	All

%
	Long-term
%

	Gender
	Male
	42.4
	54.1
	6.4
	12.1

	
	Female
	57.6
	56.9
	7.1
	20.3

	Age
	19 or Less
	2.3
	9.5
	-23.1
	-3.3

	
	20 to 29
	34.8
	47.3
	-1.9
	21.7

	
	30 to 39
	28.8
	58.7
	15.4
	17.4

	
	40 to 49
	16.1
	60.3
	14.6
	15.6

	
	50 to 64
	12.8
	68
	8.9
	10.9

	
	65 or More
	5.3
	71.3
	14.4
	12.5

	Source of income
	Old Age Payments
	3.6
	72.3
	12.3
	9.4

	
	One Parent Family Payment
	25.2
	63.2
	2.4
	26.6

	
	Child Related Payments
	0.6
	24.8
	-1.6
	41.8

	
	Illness, Disability and Caring Payments
	19.1
	59.8
	15.9
	24.8

	
	Unemployment Supports
	26.4
	48.2
	-9.2
	7.8

	
	Employment Supports
	4.9
	56.9
	-10
	9

	
	Supplementary Welfare Allowance
	15.5
	47.9
	- 5.7
	16

	
	Miscellaneous Payments
	4.2
	50.3
	195.3
	44.9

	Nationality
	Ireland
	61.2
	50.6
	6.1
	23.1

	
	United Kingdom
	5.9
	48.5
	-2.5
	16

	
	Other EU Countries
	2.8
	47.9
	-2.4
	14.1

	
	Rest of Europe
	4.1
	72.7
	5.6
	15.8

	
	USA
	0.2
	57.8
	6.4
	24.1

	
	Africa
	9.4
	68.2
	14.7
	31.9

	
	Other countries
	1.7
	53.6
	27.1
	21.7

	
	Not recorded
	14.7
	68.8
	23.8
	-4.6


Note:  ‘short-term’ means less than 18 months duration; ‘long-term’ means 18 months or more duration.

Source:  data generated from the database of Rent Supplement claimants.
Figure 1: Indices of Rent Supplement Claims, Principal Social Security Benefit Claims and Immigrant Numbers, 1997-2005
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Note: base, 1997=100.
Source:  data generated from the database of Rent Supplement claimants and Department of Social and Family Affairs (various years) and data supplied by the Reception and Integration Agency.

Figure 2: Indices of Rent Supplement Claimant Numbers, Social and Private Rented Dwellings and Private Rents, 1997-2005.

[image: image2.emf]0

50

100

150

200

1997 1998 1999 2000 2001 2002 2003 2004 2005

Rent Supplement Claimants Private Renting Households

Social Renting Households

Note:  base, 1997 = 100.  Data for social rented dwellings refer only to dwellings rented from local authorities, these constituted approximately 90% of social rented dwellings in Ireland during the period under examination.  As annualised data on the number of number of private rented dwellings are not available this graph is based on projections from the 1996, 2001 and 2006 censuses.
Source:  Department of the Environment, Heritage and Local Government (various years), Central Statistics Office (various years).
Figure 3 
Comparison of Rent Supplement Recipient’s Net (after Rent) Income as a Proportion of Gross Income as Supply of Labour Increases, by Household and Income Type, 2005
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Note: The above calculations assume that the recipient of One Parent Family Payment has one dependent child, and the recipient of Unemployment Assistance has no dependants; that recipients have been working for less than one and that their rent equals the maximum payable in the Dublin area under the Rent Supplement scheme. They also assume that both persons are working in the mainstream employment (i.e. not on a state return to employment scheme.).
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