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Poverty Risk for Private Renters a Policy Concern

A new report which analyses housing trends up to 2000 has shown that during the 1990s private rent levels grew much higher than mortgage repayments. Since 2000 this has begun to alleviate somewhat. The report also highlights the continuing decline in the size of the social housing sector as a proportion of the total housing stock. These developments are placing those who have to rent privately at an increasing risk of poverty.

Speaking at the launch of the report, Housing, Poverty and Wealth in Ireland, Helen Johnston, Director of the Combat Poverty Agency said: “Contrary to popular opinion, the study finds that, in general, home purchase has not become less affordable although house prices have increased because of the effects of low interest rates and higher incomes. The report persuasively argues that there must be a greater move in housing policy towards those who cannot afford, or do not wish to pursue, home ownership by expanding options in the private rented sector and in the social housing area.”

The report’s authors (Tony Fahey, Brian Nolan and Bertrand Maître of the ESRI) point out that: “Problems regarding the affordability of dwellings are most severe in the private rented sector and have the greatest impact from a poverty perspective in that sector. Private sector tenants are burdened with higher housing expenditures than any other tenure category and experience consider​able finan​cial strain as a result. Among those purchasing for home ownership, by contrast, financial strain arising from mortgage expenditures is less widely present and has not greatly increased over time.” (Executive Summary, p8)

The report highlights that in 1999-2000 mortgage payments made up about 10% of total household expenditure. For those in rental accommodation, their mean rent payments took up 21% of their total household expenditure. The report further highlights that there were major increases in rent payments, both in absolute terms and as a percentage of household expenditure. There have been, however, positive developments in the housing market since 2000, after the period covered by the Report. In particular, rent levels in the private sector have been declining since 2002, while house prices have continued to rise, and this would be expected to have a positive impact on the affordability of private rental accommodation.  

The report recommends that there needs to be a much greater focus in housing policy on the needs of low income households with regard to availability and affordability. Some specific recommendations include: 

1. Restraining price increases and promoting the affordability of housing destined for owner occupation, while important, should not be pursued at the expense of either the private or social rented sectors. For example, fiscal measures to deter “investors” from purchasing housing for rental income purposes, while achieving their immediate objectives of dampening house price rises, also contributed to longer-term constraints on the size of the private rented sector and thus to increases in the already high levels of private rents.

2. There is a clear need to increase the supply of social rental housing units both in absolute terms and as a proportion of the housing stock. 

3. Rent Supplement payable through the Supplementary Welfare Allowance (SWA) system has become an important factor in enabling social welfare dependant households to afford private rental accommodation. However, it is not a long-term solution to housing affordability problems. It needs to be supplemented by housing supply measures for people on low incomes generally, and positioned as one element within a broader housing strategy. .

Speaking at the launch of the report, Helen Johnston said: “The housing objective in the Government's National Action Plan against Poverty and Social Exclusion 2003-2005 is to enable households experiencing poverty to have affordable, accessible, good quality and secure housing or accommodation. A number of important initiatives have been put in place to achieve this objective such as the Affordable Housing Initiative and the reform and development of the private rental sector, a core element of which is the Residential Tenancies Bill 2003. However, this report suggests that there is more to do to achieve this objective. Housing policy needs to focus more on the housing and accommodation difficulties experienced by those on low incomes. In the current housing market, they are unable to buy a house and have to rely on the private rented sector, where rent affordability can be a stumbling block. Alternatives to the private rental sector for people on low incomes have narrowed since the late 1980s and there is a vital need to reverse this by expanding the supply of social housing. There is also a need to increase the supply of rental accommodation and address rent burdens in the private rental sector.”

