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1. PROBLEMS THAT ARISE IN HOUSING MARKETS  

Lack of access to the housing market is a ubiquitous social issue globally. It is a constant threat 

to economic and social stability. Unfortunately, the housing market does not operate like other 

markets as there is dysfunction in both the demand and supply side. Supply issues within the 

housing market have stemmed from the commodification of housing, the inelasticity of supply, 

lack of available development land and a whole range of planning and regulatory problems. 

Furthermore, demand issues such as gentrification and evolving demographics have also 

caused issues in the housing market. This dysfunction gives rise to a range of social issues such 

as, homelessness, displacement, segregation and an entire generation being priced out of home 

ownership.  

Generally, it is assumed that if demand for a commodity increases, there will be an initial rise 

in price leading to supply being increased to satisfy the demand which ultimately causes prices 

to fall. Within the housing market, supply cannot be increased in tandem with demand as the 

supply of housing is severely inelastic. The time it takes to build a house is another reason why 

the market cannot quickly respond to a rising demand. This is relevant both within the rental 

housing market and the owner-occupier sector. The inelasticity of housing supply causes house 

prices to be vulnerable to demand shifts and consequently can intensify rapidly (Grand, et al., 

2008).  

Today houses are a means of accumulation of wealth and financial security, whereas 

historically they were just seen as somewhere to live (MacFarlane, 2017). There is a conflict 

of interests between those who exploit dwelling space for profit and those who seek to use 

housing as their home. The commodification of housing means that housing’s role as an 

investment outweighs its role as a social right (Madden & Marcuse, 2016). Powerful developers 

and investors can acquire more housing putting the owners of the existing housing in a 
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monopoly position (Collins, 2019). For some, rising land values increases net wealth, gives 

greater economic security and provides greater opportunity to raise capital. For everyone else, 

this creates a vicious cycle as it raises rents, leaving less disposable income available to save 

for a deposit. The wealthiest proportion of society owns huge amounts of real estate, much of 

which is used purely for investment and therefore the wealth disparity continues to grow. While 

rising house prices generate more wealth for some individuals, society generally is no better 

off and some are in fact worse off (MacFarlane, 2017).  

The supply of housing is contingent on the availability of land. Land is immobile and 

irreproducible which feeds into the supply constrained nature and the inelasticity of housing 

supply. This is a factor which ultimately leads to high house prices. The fixed supply of land 

for particular use means it does not fit easily in mainstream economic theories where supply 

and demand set prices in a free market  (Collins, 2017). Furthermore, it is not always just 

having or finding land that is the issue, it is the availability and suitability of that land for 

housing. The value of a piece of land depends on what can legally be built upon it and the 

location in which it is based. The land must be in an economically productive location, 

however, suitable development land is relatively scarce. There are large quantities of ‘empty’ 

land that have not yet been brought into economic use, but available development land is rarely 

where people want to live and is often in locations that are unsuitable for development (Collins, 

2017).   

The value of land is socially constructed and it depends on the location it is based. Land often 

appreciates in value over time without the need for capital investment as the actions of everyone 

in the community enhance the value of it by making the location more valuable and the owner 

of the land can capitalize on this. People want and need to live close to centres of employment 

and near to schools and amenities. Housing has little to no value without public investment in 

the surrounding infrastructure. The value of property therefore does not come from the 
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developer, investor or owner alone. Moreover, the value of property it is also dependent on the 

existence of neighbourhood externalities. External factors impacting the value of the housing 

can be the level of crime in the area, the provision of local public goods, the supply of extensive 

service industries (Guerrieri, et al., 2013) and it is also dependent on the neighbouring houses 

investment and maintenance of their property. Neighbourhoods and areas therefore enter either 

vicious or virtuous cycles where the value of the property either increases or decreases (Grand, 

et al., 2008).  

The planning process has directly caused several problems for the responsiveness of housing 

supply (Grand, et al., 2008) and also severely impinges on the land supply market. Procedural 

delays and issues within the planning process contributes to shortages which leads to price 

competition between developers which forces up house prices. Securing planning permission 

can often be expensive and time-consuming which is a deterrent for many developers (Nowlan, 

2016). Considering the already high risks due to price fluctuations, as evidenced by the Irish 

property ‘boom and bust’, housing markets can change very quickly. House prices can be more 

volatile than the prices of most other consumer goods and require a good deal more capital 

which in turn increases risks for developers. 

Even when planning permission has been successfully attained, developers encounter another 

range of regulatory issues. There are numerous financial, environmental, health and safety and 

water regulations which also slow down the process and increase the costs of development. 

While it is essential that housing is adequate and meets minimum construction standards, the 

costs of reaching these standards must be incurred by either the developer, the purchaser or the 

state. This is therefore another factor impacting the availability and provision of affordable 

housing. Even if the regulatory standards can be met, this is only the beginning for the 

developer. There are also significant further costs involved in building a house and delivering 

that house to the market including the physical building costs, levies, site infrastructure, 
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professional fees, finance, VAT and the biggest variable, the cost of land (Society of Chartered 

Surveyors, 2020). Construction and development costs are just another factor inherent to the 

instability of the housing market which will continue to have an impact on the provision and 

supply of affordable housing. 

Despite the costs and bureaucracy issues which come from the intensive regulation of the 

housing market it is imperative that the sector remains tightly regulated. Planning regulations 

allows policymakers to control and attempt to address problems within housing markets 

(Collins, 2017). An unregulated housing market is likely to fail to produce an efficient and 

equitable solution to housing crises. A process where developers are allowed to build anywhere 

would be undesirable and spark a whole range of social issues such as congestion and 

environmental degradation. Therefore, government intervention is necessary within housing 

markets (Grand, et al., 2008). It is also of vital importance that availability of  finance  for 

housing is also tightly regulated. Regulatory rules and constraints on lending against property 

assets are key in the workings of the land and housing market. Rapid increases in real estate 

credit increases financial instability and often plays a pivotal role in financial crises and 

recessions (Collins, 2017).  Unfortunately, in many advanced economies today, regulations 

within the housing market have been fatally weakened, which has led to high and more volatile 

house prices (Collins, 2019).  

Unfortunately for a combination of the reasons listed above, home ownership and housing more 

generally are becoming unaffordable for large groups of citizens. Paying rent is eating up an 

increasing share of household incomes and thus saving for a deposit to buy a home becomes 

virtually impossible. The social, economic, and political consequences of the housing 

affordability crisis are profound. The prevalence of suburban gentrification is cleansing urban 

cities of lower income workers (Collins, 2019). Rich households are moving into cities  to live 

closer to other rich households and the poor households get gentrified as the house prices are 
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being driven up. This is generating an equilibrium where households are forced to segregate 

based on their incomes (Guerrieri, et al., 2013). This is causing an exodus of poor families 

where they are being forced to leave areas they may have occupied for decades, which is 

threatening the dynamic of communities. The rising cost of housing means it is impossible for 

less wealthy people to get on the property ladder which has detrimental effects on social 

mobility, equality of opportunity and financial stability (Collins, 2019).   

Problems in the housing market are deep, profound, inherent and systemic. We are at a key 

juncture of the global housing crisis as the environmental crisis and the predicted population 

growth will only further aggravate the crisis. The fundamental driver of the housing crisis is 

the marketisation of housing and the fact that it has been turned into a global financial 

commodity rather than a social right (Hearne, 2020). Any major overhaul in policy will be met 

with resistance by the powerful proportion of the population who are the key beneficiaries in 

this commodification. Furthermore, the inelasticity of supply of land means that housing 

provision cannot be easily increased. The regulations controlling the building and the financing 

of housing, means that providing more housing is not an easy process. A secure, adequate home 

is a fundamental human need and a universal requirement and thus the focus of any housing 

policy should be on providing affordable homes to the general population rather than increasing 

the wealth of investors.  

2. THE IRISH HOUSING CRISIS- CAUSES AND EFFECTS  

Unfortunately, due to a combination of the problem’s inherent in housing markets and a range 

of other issues in Irish society, Ireland is currently amid an unprecedented housing and 

homeless crisis. This is exacerbating already deeply rooted inequalities and deepening political 

and social divisions (Hearne, 2020). A housing crisis is characterised as an acute and enduring 

shortage of appropriate housing (Healy & Goldrick-Kelly, 2017). This is not a temporary issue 
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and the crisis is expected to escalate over the next five years (Hearne & Murphy, 2017). Home-

ownership levels have declined in Ireland as a result of the financialisaton of housing, which, 

coupled with a long-term decline of investment in social housing means an influx of people 

have been forced to enter the Private Rental Sector (PRS). Unfortunately, the PRS in Ireland is 

highly dysfunctional and is causing a range of impacts for those affected including the fear and 

threat of eviction, overcrowding, substandard housing, long commutes between home and 

work, dislocation, anxiety and isolation (Hearne, 2020). The PRS is currently the area in which 

the housing crisis is at its most acute.  

Therefore, direct public policy intervention is required to overhaul the current system of 

housing. To efficiently address the main issues of the housing crises, the government’s focus 

should be on revolutionising the rental sector by adopting the ‘cost-rental model’. This model 

involves publicly built and owned housing stock where the tenants pay rent based on the cost 

of providing the housing, however it distributes the cost of the housing over a long period of 

time (Healy & Goldrick-Kelly, 2017). This would provide an affordable and secure housing 

alternative in Ireland to home-ownership and the PRS.  

First, we must examine why there is a sudden reliance on the PRS in Ireland, which was 

traditionally characterised as a  ‘home ownership society’ (Norris & Byrne, 2020). Home 

ownership in Ireland has fallen from a high point of 81% in 1991 to 67% in 2016 (CSO, 2016). 

This decline has resulted from neo-liberal policy changes, such as deregulation, residualization 

and the financialization of housing, which have intersected with affordability issues and are 

further undermining access to homeownership (Byrne, 2020). By treating housing as an 

investment commodity, rather than a fundamental human need, global finance funds and 

private equity investors are accumulating more wealth at the expense of ordinary people being 

priced out of the housing market and thus unable to access affordable and long-term secure 

housing. Unfortunately, due to the reduction in social housing provision and the lack of a secure 
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and affordable private rental sector, home-ownership is still the most desired form of tenure in 

Ireland (Grotti, et al., 2018). However, there is an inadequate supply of affordable housing in 

the owner-occupier sector in Ireland and house prices have recovered much of the value lost 

during the recession and are close to hitting the levels last seen at the peak of the boom. Since 

2013, house prices have increased by 50% and are expected to continue increasing over the 

next number of years (Byrne, 2020). The Central Bank of Ireland defines affordable housing 

as 3.5 times gross income, in 2019, however, the median price paid for a house in Dublin was 

9.3 times average annual earnings (Hearne, 2020). This mismatch between income and housing 

costs has exacerbated the problem of housing affordability in Irish society.  

Unfortunately, there has also been a significant fall in the provision of social housing over 

recent decades, with the proportion of social housing stock falling from 18% in 1961 to just 

9% in 2011 (Grotti, et al., 2018). The global financial crisis of 2008 further compounded this 

issue, as Ireland followed the private speculative market approach to housing and through 

austerity cuts social house building was reduced even further (Hearne, 2020). Since the country 

entered the IMF emergency stability programme, the dominant neo-liberal housing policy 

paradigm, which was reinforced by the retrenchment imposed, has influenced the reshaping of 

the housing system and opportunities in Ireland (Valesca, 2018). This pattern of pro-cyclical 

social housing output in Ireland has led to the fragility of the sector as it is dependent on 

economic conditions (Norris & Byrne, 2020). Covid-19 is likely to have a further detrimental 

impact on this as the government has admitted that its supply of social housing for 2020 is only 

35% of target due to the physical restriction on construction (Department of Housing, 2020).  

Due to the decline in home ownership levels and the provision of social housing, although the 

PRS was traditionally the residual sector in the housing system it has become an increasingly 

important source of housing in the last decade (Grotti, et al., 2018) and now accounts for 18.8% 

of all Irish households (CSO, 2016). This is not due to the allure of the PRS, as research in fact 
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shows that 71% of tenants in the PRS do not want to be there but see themselves as having no 

choice  (Threshold, 2018). This demographic, ‘generation rent’, are being priced out of home 

ownership and instead forced to get housing from the expensive and insecure PRS (Hearne, 

2020). Average rents have increased by approximately 60% since 2012 (Byrne, 2020). The 

escalating rents, creating a vicious cycle as it now takes the average worker in Dublin up to 21 

years to save enough for a deposit to buy an average priced house (Reddan, 2018). 

The Irish PRS is considered one of the most poorly regulated sectors in Western Europe in 

terms of rent setting and security of tenure (Byrne, 2020). It is not providing access to secure 

and affordable housing (Hearne, 2020). Despite legislative reforms to the PRS in recent years, 

tenants are still extremely vulnerable to exploitation. Data shows that 55% of households have 

been resident in their current home for less than three years (Byrne & McArdle , 2020). This 

figure highlights the precariousness of the PRS in Ireland. Under the Residential Tenancies Act 

2004, landlords can use some of the legally recognized grounds to easily remove tenants from 

the property, for instance, when they want to sell the property, when they want it for personal 

or family use or if they want to refurbish the dwelling which means tenants can be readily 

evicted. The absence of security of tenure has wide-reaching effects for tenants. It leads to 

difficulty maintaining employment, accessing education and training, integrating into 

sustainable communities as well as challenges for mental health and social life (Byrne, 2018).  

This has considerable societal, policy, political and economic implications, as due to the 

insecurity and unaffordability of the PRS in Ireland, much larger numbers of households for 

much longer periods of time are living with housing stress and anxiety, substandard housing 

conditions and are in a constant state of precarity (Hearne, 2020).  A loss of a home in the PRS 

is currently the leading cause of homelessness in Ireland, with data from 2016 and 2017 

highlighting that 68% of families had their last stable accommodation in the PRS (Gambi, et 

al., 2018). This is due to a combination of forced evictions by landlords and unaffordable rents. 
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Homelessness has devastating impacts  has on children, families and individuals as a home is 

vital for our physical, social and emotional health, for participating in society, being part of a 

community and gaining employment and an education (Hearne, 2020).  

The objective of ensuring affordability and security for tenants in the PRS  is clearly 

unattainable and instead of trying to reform the PRS, the Government should instead develop 

their own cost rental model to increase the supply of affordable and secure rental housing 

(Byrne & McArdle, 2020).   

3. THE COST RENTAL MODEL 

The cost rental model involves a publicly built and owned housing stock which is operated on 

a commercial cost rental recovery basis. It is the most efficient method for the state to finance 

and deliver new homes and to ensure there will be a sustainable, affordable, high-quality 

housing stock. Therefore, I propose that the government put in place the policy and financial 

measures which will enable the Irish housing associations to deliver 50,000 affordable cost 

rental homes over the next five years. This proposal will draw on the successful Austrian cost 

rental model for comparative purposes.  

Ireland currently operates a classic ‘dual market rent’ according to Kemeny’s (1995) typology, 

as the government controls and regulates the social housing sector, thus protecting the PRS 

from competition from a mixed income housing alternative. This dualist housing system has 

led to an artificially induced housing shortage in Ireland (Hearne, 2020). Hence, housing policy 

in Ireland would benefit if it were re-configured away from a limited social housing policy and 

reliance on the PRS to a unitary, publicly owned rented housing system. Within such a system, 

the social housing sector would be engaged in competition with private providers and 

regulatory and subsidy regimes would facilitate equal competition between social and private 

renting which would limit rising rents in the PRS and ensure affordability and security of tenure 
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for tenants (SVP, 2020).  This  model should also lessen pressures and demands for the owner-

occupier sector and make home-ownership more affordable (Hearne & Murphy, 2017). 

Adopting the cost rental model would create a virtuous cycle in the Irish housing system as the 

social housing system would provide affordable housing for broader swathes of the population 

and the PRS would become more affordable and provide secure housing.   

       3.1 Funding a Cost Rental Model 

This proposal is based on a full cost recovery basis of which costs would be spread out over 30 

years. Once this model is set up it will be self-financing in the medium term, predicated on the 

strict conditions, that rental income would cover costs. The costs accounted for would include 

the costs of construction, financing and development costs. Importantly, it would also include 

the maintenance and management of the homes to ensure that good housing quality is ensured 

and sustained.  

While costs will be recovered in the long-term, this model obviously requires significant initial 

capital investment. In line with both NERI (2017) and NESC’s (2014) proposals, this model 

should optimise the financial opportunities available to use a combination of both public and 

private investment. The funding of this model should be based on the financing of the Austrian 

model. Firstly, this would involve the housing associations acquiring a 30 year loan from the 

government to cover 30% of the capital investment with a fixed interest rate of 1%. In Ireland, 

housing associations can avail of low-interest rates through the Capital Advanced Leasing 

Facility Loan. This low interest rate is key to the overall affordability of the project. Within the 

Austrian model, the Housing Associations then obtain a further 60% from private banks. In 

Ireland, non-governmental sources of funding can be availed of through the Housing Finance 

Agency. That would mean that the Housing Association would only need 10% of the capital 

investment to come from their own private equity.  
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Part of the initial investment in this model could be a free transfer of development land from 

local authorities to the housing associations delivering the cost rental houses. This, coupled 

with the reduced financing cost and the lower profits being taken than in the private 

construction industry, are all contributing factors making the delivery of the cost rental houses 

more affordable than those built in the private sector (Hearne, 2020).  

Ireland’s current social housing model is targeted only at the poorest in society, which means 

the ‘squeezed’ middle-income workers are not eligible for social housing and cannot access  

home-ownership or the PRS on an affordable basis. Within the Austrian cost rental model, this 

sector is available to higher-income workers and the middle class (Hearne, 2020) which should 

be replicated in the Irish model. Furthermore, within this model there would be no 

differentiation of rents by household incomes.  This would be the key difference of the current 

model of social housing that Ireland currently employs. Consequently, the rents set would be 

considerably higher than the rents low-income tenants who are eligible for social housing are 

currently paying. This potential affordability concern could be alleviated by the government 

extending the Housing Assistance Payment (HAP) to allow low-income tenants who obtain 

housing under the cost rental model to pay the full rent. Currently, the huge expenditure on 

HAP does not add to the stock of social housing but keeps a revenue flow to private landlords.  

Under this model, the HAP subsidies by the government would instead be going to the Housing 

Associations and in this way, it could provide life-time secure homes to many deserving 

families and would be a long-term investment in affordable homes (Hearne, 2020).   

  3.2 Quantity  

In the 2021 budget, the government announced that it was allocating €35 million to accelerate 

the delivery of 400 cost rental homes via the housing associations (Housing Agency, 2020). To 

directly compete with the PRS and help transform the Irish housing system to a unitary market, 

the cost rental model will need to be delivered at a far greater scale. Research shows that Ireland 
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will need to supply nearly 30,000 homes a year to satisfy its growing housing demands1 

(Valesca, 2018). The Austrian model provides a good target for Ireland, where the cost rental 

system has delivered between 14,000 and 19,000 units every year since 1994, making up one-

third of total housing output during this period (Byrne, 2017). Currently, the social housing 

stock in Ireland is comprised of 176,178 units, which is just 9% of all housing. Therefore, to 

bring it up to the Austrian target of 30% of housing stock would require an additional 410,000 

public affordable units (Hearne, 2020).  

This figure is a long-term target, as housing policy and the housing system will not change 

overnight. Therefore, a still ambitious but more attainable number would be to target the supply 

of 10,000 cost rental homes every year for five years. NERI (2017) based their proposal for the 

cost rental model on an average house price of €180,000. Although this figure is lower than 

the general average house price estimates, this affordable cost is achievable considering the use 

of low-cost land, lower cost finance and funding and the not for profit approach within the cost 

rental model. Thus, to deliver 10,000 cost rental houses, an investment of €1.8 billion a year 

would be required. To contextualise this spending, the government has spent almost €1.2 

billion on HAP and emergency accommodation since 2018 (Irish Times, 2020). Considering 

that under this model, the government will get their investment back, while secure and 

affordable housing is simultaneously being provided to Irish citizens, this would be a far more 

efficient and beneficial allocation of funds.   

3.3 Operating the Cost Rental Model 

To deliver this model, a proactive role by public agencies and local public authorities with 

respect to acquisition of land and use of integrated planning to ensure the sustainable supply of 

housing is required. To this end, I propose that to deliver the cost rental model, a dedicated 

 
1 This target can be met through both the public and private market.  
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agency/company be established as a commercial, publicly owned company. This state-led 

housing body would work in co-operation with the housing associations and the local 

authorities and it would undertake or commission, on a commercial basis, a programme for 

supplying the new homes (Healy & Goldrick-Kelly, 2017). This new entity would supplement 

and strengthen investment in social housing by the local authorities. It would have the 

advantage of being able to combine resources and expertise, as well as working with the local 

authorities in the discharge of their statutory obligations in relation to social housing (Healy & 

Goldrick-Kelly , 2018).  

       3.4 Advantages of the Cost Rental Model for the Irish Housing Market  

One benefit of the Austrian model is that the major social housing providers are not included 

within the general governmental sector as defined by Eurostat and applied in EU fiscal policy 

rules. This means that their borrowing does not add to the general government debt. By 

contrast, in Ireland, borrowing for social housing adds significantly to the government debt 

(NESC, 2014). The ability to raise finance independently facilitated by the cost rental model, 

would allow the Irish national social housing sectors to remain “off books”. Adopting the cost 

rental model would therefore alleviate the pressure on public spending, and further offset 

cyclical tendencies  (Healy & Goldrick-Kelly , 2018).  

A comparison of the impact of the global financial crash on both Ireland’s and Austria’s social 

housing sector makes a strong case for the cost rental model in and of itself. Austrian social 

housing had a counter cyclical impact in the housing market and has helped to stabilise house 

prices. In contrast, Ireland’s residualised housing sector contributes to volatility within the 

private housing market. The accessibility, affordability and attractiveness of rented housing in 

Austria means that households are not driven into marginal home-ownership which helps 

prevent boom/bust cycles. This highlights the impact the cost rental model could have in 
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ensuring an adequate supply of affordable housing while simultaneously fostering a more 

stable housing and financial system (Norris & Byrne, 2018).  

After 30 years, when the loans for the project are paid off, rents will still be set based on the 

original costs. The cost rental model will therefore eventually bring in a profit. As housing 

associations cannot legally make a profit, they can instead reinvest this money in affordable 

housing. Thus, over time the overall housing system gets more robust, sustainable and 

affordable as the long-term profits from the cost rental model would be retained in the system 

and reinvested in housing supply (Healy & Goldrick-Kelly, 2017).  

The cost rental model would be the first step in providing affordable homes to low and middle 

income families in Ireland. For instance, in Dublin’s first cost rental housing pilot scheme on 

the Enniskerry Road, tenants will pay €1,200 for a two-bedroom property, which is up to 30% 

below market rents for the area (Lyne, 2019). Due to the current affordability crisis within the 

PRS, this will have a major impact. Furthermore, another major impact of the cost rental model, 

will be the competition to the private landlords which will in turn mean current that private 

landlords will no longer have the monopoly control of rental accommodation and there will no 

longer be a trade-off between affordability and supply (Byrne, 2017). The large size of the 

Austrian social rented sector, coupled with the fact that 80% of households qualify for entry, 

means that social and private renting in this country compete against each which helps to 

depress rents and raise standards (Norris & Byrne, 2018). Although the initial investment of 

50,000 cost rental houses will not completely facilitate this competition initially, this proposal 

is the beginning of a long-term vision to transform the Irish housing market into a unitary 

system.  
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CONCLUSION 

The housing system in Ireland needs to be completely re-imagined and re-configured, 

abandoning previously held views as to what is possible to achieve to make the transition to a 

unitary housing system in Ireland. A key element of achieving affordable housing is the 

development of the cost rental market. A secure, affordable and accessible public housing stock 

will mean that home-ownership is not the only way for households to access secure and 

affordable housing and the current issues within the PRS, which are exacerbating the housing 

crisis, will be alleviated.  In the long-term the cost rental model will reduce the high levels of 

homelessness, housing insecurity, distress and poverty, which has become the unfortunate 

accepted norm in Irish society.  
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