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Abstract

Across Europe, there is a trend to re-focus social housing on the most economically vul-
nerable groups (“residualisation”). We investigate whether this trend is also observed in
Austria, a conservative welfare state with a social housing system open to a broad range
of households and a long tradition of municipal housing. Using data from 1995 to 2018,
we estimate residualisation indicators that compare the income of social housing tenants
with other housing sectors. Based on tenants’ income, we find that municipal housing has
become more residualised. This contrasts with Austria’s social housing allocation policy,
where generous income limits remain important cornerstones. For limited-profit housing
associations (LPHASs), we observe a smaller residualisation trend (mainly outside the capi-
tal Vienna), which has gained momentum since the early 2010s. This remedies the Aus-
trian peculiarity that the LPHA sector was a middle-income tenure rather than a safety
net for the poor. For both types of social housing, a growing income gap with owners is
noticeable.

Keywords Residualisation - Social housing - Austria - Income - Assetisation - Socio-
tenurial polarisation

1 Introduction

In the housing literature, residualisation refers to the process whereby publicly subsidised
rental housing moves towards a position in which it primarily serves as safety net for poor
or low-income households (Malpass & Murie, 1982; Norris & Murray, 2004). Various
scholars argue that a trend towards refocusing social housing on the most economically
vulnerable social groups can be observed in Europe over the last decades (e.g., Scanlon
et al., 2014).
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In contrast to many countries, Austria is in the rare position where continuous support
for social housing has led to a growing sector over time (Mundt, 2018; K&ssl & Gutheil-
Knopp-Kirchwald, 2021; Housing Europe, 2023). Austria is often mentioned as a policy
role model for affordable social housing, characterised by high construction quality, a bal-
anced mix of tenants and innovative financing to ensure long-term housing access for large
parts of the population, not only the most vulnerable groups (Deutsch & Lawson, 2012;
Amann et al., 2012; OECD, 2020; NYT, 2023). Special recognition is given to the “Vienna
model” of social housing (Forster and Menking, 2016; Hernandez-Morales, 2022), where
a large municipal housing stock is complemented by a steady growth in the rental stock
of Limited-Profit Housing Associations’ (LPHA), which operate on a subsidised cost-rent
basis.

However, while the Austrian case study seems to be of particular interest from an inter-
national perspective, there are no recent in-depth studies on whether Austria is following
the same trends in residualisation as other countries, and what new challenges may arise
from such developments. Only a few papers deal with the residualisation of social hous-
ing in Austria. The most recent work is Angel (2023) who finds that Austria has one of the
lowest levels of social housing residualisation in Europe. However, Angel (2023) does not
distinguish between the municipal sector and the LPHA sector and covers a much shorter
observation period than this paper. In addition, the author does not take into account
regional differences, tenure switchers and excludes a detailed discussion of the evolution of
eligibility rules. Mundt and Amann (2010) and Mundt (2018) show that the LPHA rental
sector is much less residualised than the municipal rental sector, partly due to higher rents
down payment requirements for tenants (Sect. 3). Nevertheless, the share of low-income
households in the LPHA rental and the private rental housing stock has increased substan-
tially between 2010 and 2016. Mundt and Amann (2010) and Mundt (2018), however, do
not sufficiently address current trends in the social housing subsectors in Austria, where
LPHAs, are gaining share and the traditional municipal housing sector is facing a strong
decline in new construction. Also missing is the question of how other tenure types, espe-
cially homeownership, are reciprocating the development of social housing and whether
a general ‘socio-tenurial polarisation’ (Tunstall, 2021) is taking place. Finally, Deutsch
(2009) estimates that low-skilled households and the unemployed are more likely than
average to live in social housing. In contrast, the effect of income is negligible. Deutsch
(2009) also finds a steady flow of higher-skilled and more affluent younger social rent-
ers into ownership. However, this study only covers an observation period up to 2003 and
therefore cannot reflect the most recent trends observed in Europe.

Three recent papers focus on the development of the housing market and the role of
social housing in Vienna. Kadi (2015) argues that after a history of increasing decommodi-
fication, municipal housing in Vienna has been re-commodified in recent decades, as the
municipality has stopped building on its own and the remaining municipal housing stock
does not provide housing options in line with increasing housing demand. Gutheil-Knopp-
Kirchwald and Kadi (2017) find that between 2004 and 2011 the strongest tenure changes
can be observed in the highest and lowest income quartiles, with a shift from private rental
to homeownership for the first and to municipal housing for the latter. Nevertheless, the
authors argue that the rental markets in Vienna can still be characterised as integrated in
Kemeny’s (2006) sense. Similarly, Friesenecker and Kazepov (2021) conclude that the
educational and occupational profiles of social housing tenants in Vienna are still very
mixed. However, their analysis does not examine the income profiles of tenants in detail.

In this paper, we contribute to the literature on social housing residualisation by inves-
tigating Austria in detail for the period 1995 to 2018, as a country with a growing social
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housing sector characterised by a two-pillar system with a shift in focus from municipal to
LPHA housing, particularly in Vienna. As a first step, we examine whether and how eligi-
bility rules have changed during our observation period to see if this could potentially be a
significant driver of residualisation (research question 1).

An important aspect of our contribution is the discussion of eligibility and allocation
rules together with residualisation indicators based on tenants’ income. Using a set of
residualisation indicators proposed in recent work (Sects. 2 and 5.1), we address this ques-
tion: Has the social housing sector in Austria, similar to many other countries, become
more residualised since 1995 and do we observe a growing income inequality between
social housing and other tenure types (research question 2)? Are there different patterns
of residualisation between social housing subsectors (municipal housing, LPHA) and/or
between Vienna and the rest of Austria (research question 3)?

Levels of residualisation in social housing could be due to changes in the profile of
existing tenants but also to the entry and exit of tenants with certain characteristics. We are
not aware of any studies that have systematically investigated this question. Therefore, in
this paper, we conduct a detailed analysis of the income of households that change tenure
as opposed to those who remain. We ask if residualisation is driven by richer households
moving out and poorer households moving in, or rather by a fall in the incomes of remain-
ing tenants (research question 4).

Our data come from the Austrian European Community Household Panel and the Aus-
trian Survey on Income and Living Conditions. As measures of residualisation we compute
four indicators based on tenants’ household income. We analyse time series of these indi-
cators to answer research questions two and three. To answer our fourth research question,
we estimate logistic regression models to test whether the impact of income on the prob-
ability of living in social housing has changed over time. We also take advantage of the
panel structure of our data and examine the income structure of tenure switchers.

This paper is structured as follows. Section 2 elaborates on the international debate on
residualisation in social housing and how it is linked to developments in other tenures. Sec-
tion 3 provides an overview of the characteristics of social housing in Austria. Section 4
addresses our first research question and discusses changes in eligibility rules over the last
decades. Section 5.1 describes the data and methods used to calculate the residualisation
indices. We use several indicators to increase the robustness of our findings. Sections 5.2,
5.3 and 5.4 present our main results for research questions 2, 3 and 4. In Sect. 6, we address
the nexus between allocation rules and tenants’ income profiles and discuss possible driv-
ers of sectoral and regional differences in residualisation trends. We show that ‘social
housing residualisation’ is most effective as a framework for analysis when it is discussed
in parallel with developments in other tenures.

2 Debates on residualisation

A trend towards residualisation of public housing can be traced back to the 1950s in
the UK (Meusen and Van Kempen, 1995; Clapham, 2005) but is most commonly per-
ceived to have gained impetus in the 1990s and 2000s in light of the restructuring of
the welfare state and affecting more and more countries and tenure types, i.e. not only
publicly owned social housing but various forms of limited-profit, below-market rent
housing (Gibb, 2002; Scanlon et al., 2014; van der Heijden, 2002). Residualisation is
thus imbedded in a large-scale tenure restructuring, with an increase in homeownership,
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a dissolution of tenure neutrality in state policy, and an accelerated marketisation of
housing provision in line with processes of ‘housing commodification’ (Kadi & Ronald,
2014) and its ‘assetisation’ (Stirling et al., 2023).

The main element in the trend of residualisation, which is the retrenchment of gov-
ernment support to social housing, varies by country. It may be due to a shift in subsidy
allocation (e.g. in Sweden: Borg, 2019; Turner & Whitehead, 2002; Whitehead, 2017),
the introduction of a right-to-buy (e.g. in the UK: Williams et al., 1988) or large-scale
privatisations and market reforms in Eastern Europe (Lux & Sunega, 2014; Ogrodowc-
zyk & Marcinczak, 2021). The remaining, now much smaller, social housing sectors are
usually affected by a restructuring of eligibility rules with a refocusing of social housing
on the most economically vulnerable population groups (Scanlon et al., 2014). In the
EU, this tendency towards a narrower group of potential beneficiaries is enhanced by
the prevailing understanding of EU competition law, so that states with more universal-
ist approaches are encouraged to move towards a more targeted and therefore “residual-
ised” system (Czischke, 2014; Hoekstra, 2017; e.g. in the Netherlands: Musterd, 2014;
Angel, 2023). According to EU competition law, government intervention in the field
of social housing is only allowed if such housing is reserved for disadvantaged groups
which due to income constraints are unable to obtain market housing (in detail: Czis-
chke, 2014).

When discussing the residualisation of social housing in a cross-country context, Tun-
stall (2021) has pointed out that it is crucial to distinguish between the process and the
state of residualisation. Thus, a system may go through a process of moderate residualisa-
tion while remaining quite mixed, depending on the initial state of residualisation. Indeed,
social housing systems that are considered ‘residual’ were always and by design intended
to be reserved for a small and disadvantaged section of the population, while other sys-
tems take a much more generalist or even universalist approach to social housing alloca-
tion (Whitehead, 2017). Housing systems with a large and non-exclusive social housing
sector can experience a process of residualisation without becoming fully ‘residualised’
or converging towards this type of housing system. Austria seems to be an example of this
development, as we will investigate in our analysis.

The process of residualisation of social housing usually has a negative connotation and
is often discussed in the context of the new challenges associated with reduced public sup-
port and lack of investment in the social housing stock, a reduction in its spatial distri-
bution and an increased concentration of poor and vulnerable households (Scanlon et al.,
2014; Galster & Friedrichs, 2015; Whitehead, 2017; Borg, 2019; Costarelli, 2022). It is
becoming increasingly important for policymakers to monitor the extent of residualisation
of social housing to design appropriate policy responses that help prevent a vicious circle
of underinvestment, increased stigmatisation and reduced social cohesion that can result
from an ongoing process of residualisation. Consequently, recent studies have included the
aspect of how policies have been implemented to ‘de-residualise’ social housing (Tunstall,
2021).

Different approaches are used to measure residualisation, either by looking at the physi-
cal state/quality of social housing (e.g., Clapham & Maclennan, 1983; Forrest & Murie,
1983), or at tenant characteristics and their income situation (e.g., Pearce & Vine, 2014).
Recent papers put forward a strong claim to using tenant income developments as impor-
tant indicators of residualisation. A set of indices is proposed that consider the changing
size of the social housing sector and the income distribution of the population over time
(e.g. Angel, 2023; Borg, 2019; OECD, 2023; Pearce & Vine, 2014; Stephens et al., 2003).
In our paper we follow this line of empirical investigations (Sect. 5.1).
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However, the international debate has shown that an exclusive focus on social hous-
ing and its residualisation is too narrow and does not uncover the interrelationship with
developments in other tenures. The concept of ‘socio-tenure polarisation’ (starting with
Hamnett, 1984) takes account of differences between tenure groups, usually two groups,
i.e. social rented and owner-occupied, but later extended to multi-polar considerations as
private renting became more important (Tunstall, 2021). Residualisation of social housing
must therefore be seen in the context of homeownership becoming a more exclusive tenure
as prices have risen faster than incomes in many cities and countries. The development,
where housing moves from being a consumer good to an investment good, is accompanied
by a change in the players and their motives in the housing market and has been described
as the ‘assetisation of housing’ (Stirling et al., 2023). It is a trend that, for example in the
UK, can be traced back to well before the 1980s, but which has gained momentum in the
last decade in the UK and other countries in line with banking deregulation and credit
liberalisation, but also driven by a shift in housing policy to encourage homeownership
to play a greater role in asset-based welfare (Doling & Ronald, 2010). We return to this
important link between social housing and homeownership in Austria when interpreting
our results in Sect. 6.

3 Subsectors of social housing in Austria and the special position
of Vienna

The most common definition of social housing used in Austria for international compari-
sons is to include subsidised rental housing by LPHAs and municipalities (Mundt, 2018;
Reinprecht, 2014). Municipal housing is highly concentrated in Vienna, while outside
Vienna LPHA are the dominant form of social housing providers: 24% of main residences
in Austria are social housing, i.e., 7% municipal housing (i.e., 275.000 dwellings, 202.000
of which in Vienna), and 17% LPHA rental dwellings (i.e., 666.000 dwellings) (Statistik
Austria, 2021), one of the largest shares in the OECD (OECD, 2023). Thus, in addition to
the municipality of Vienna, the main providers of social housing in Austria are the LPHAs:
185 LPHAs manage around 950.000 housing units throughout Austria (Kossl & Gutheil-
Knopp-Kirchwald, 2021). Both, municipal and LPHA rental housing are cheaper than mar-
ket options and offer unlimited-term contracts (Statistik Austria, 2021). For other regions
than Vienna, the LPHA rental market segment takes over the function of municipal hous-
ing, i.e., it is the cheapest rental market segment and focusses on low-income households
and vulnerable groups.

The importance of LPHAs as providers of social housing in Austria has received
strong academic attention in the last decades (Matznetter, 2002; Amann and Mundt, 2010;
Deutsch & Lawson, 2012; Reinprecht, 2014; Norris & Byrne, 2017; Mundt, 2018; Klien
& Streicher, 2021) and has inspired policy makers across the globe due to its long tradi-
tion, its comprehensive legal framework, and its influence on beneficial housing outcomes
such as its potential to mitigate high rents across the market (e.g. Klien & Streicher, 2021;
OECD, 2023). In a nutshell, some cornerstones of the LPHA sector are the long-term obli-
gation to reinvest (limited) profits in new construction; the calculation of cost-rents based
on historical land, finance, and construction costs; the privileged access to regional sub-
sidy schemes that safeguard affordable cost-rents; the detailed legal structure specified by
the LPH Act; and the tight two-tier framework of audits and controls. Unlike in Germany,
where social housing retains its status only for the time span of open subsidies, LPHAS in

@ Springer



S. Angel, A. Mundt

Austria must charge cost rents throughout the existence of the building and thereby create a
long-term social housing stock.

Due to a continuous political support reflected in regional bricks-and-mortar subsidies,
the LPHA sector has increased in volume over time. LPHA housing construction accrued
to 25% to 40% of overall housing completions in Austria since the 1980’s, with a par-
ticularly strong performance in the 1990’s (Kossl & Gutheil-Knopp-Kirchwald, 2021).
On average 2010-2020 the sector completed 16,200 units per year, which explains why
the share of social housing in tenures has increased gradually. A limited right-to-buy that
applies to parts of the stock (see Sect. 4) has not outweighed this trend.

4 Social housing allocation principles and recent changes

As more targeted allocation has triggered or reinforced a trend towards residualisation of
social housing in other countries, the first step of our analysis is to examine for Austria how
units are allocated in the different sub-sectors of social housing and whether there have
been significant changes during our observation period.

Allocation of subsidised housing in Austria follows a two-tier process. First, on the
level of the nine regions, regional housing subsidy laws define the parts of the population
that, in general, qualify for subsidised housing. This includes especially and throughout
all regions, the social rental housing stock, mostly in multi-storey buildings and provided
by LPHAs. Access criteria vary by region but in all regions comprise at least the follow-
ing three: minimum age (usually 18), Austrian nationality or equivalent (e.g., EU citizens
or long-term third-country residents), maximum net household income in accordance with
household size. Criteria are set quite broadly so that large parts of the population, in theory,
have access to subsidised housing. Since the regionalisation of housing subsidy legislations
in the late 1980’s some regions have lowered their income limits from the formally federal
values. Others, especially Vienna with the highest income limits across the regions, have
continuously increased their maximum income limits over the years to adapt for inflation
and safeguard a broad access to social housing in principle. Our analysis shows that income
thresholds lie between the 75th and the 90th percentile of the total national household
income distribution in Salzburg and Upper Austria and even higher in Vienna (Fig. Al in
the appendix). Such high-income ceilings for social housing substantiate the approach that
Austria is considered a “generalist” system of social housing allocation.

Second, in addition to the legal access criteria, the actual allocation of subsidised social
rental housing in practice is organised according to criteria of need and usually allocated
by waiting lists at the level of municipalities (Oberhuber et al., 2012).

Most regions in Austria follow this two-tier process of social housing allocation, albeit
with some variation. Vienna has a more differentiated social rental housing allocation strat-
egy which needs further clarification. Municipal housing is a fundamental part of social
housing in Vienna and has traditionally played a more important role than the LPHA stock.
Like in other regions, the Viennese housing subsidy law demarcates population groups
that can apply for social housing in principle. However, for some parts of the stock, addi-
tional criteria of urgent housing need have to be proven in order to access the waiting
list. This stock includes the entire municipal rental stock and the part of the LPHA social
housing stock that is highly subsidised (and therefore cheaper) or where tenants’ capital
contributions are low (Mundt & Amann, 2018). Criteria of urgent housing include over-
crowding at current address, first-time movers from parental address (“young Viennese”),
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single parents, special housing needs (e.g., due to disabilities or old age) (Wohnberatung
Wien, 2021). Moreover, the municipal housing company “Wiener Wohnen” closely works
together with social institutions in search of viable housing options for their clients who
are vulnerable groups on the housing market (integration of homeless people, assisted liv-
ing, reintegration from institutions etc.). Many municipal housing allocations in Vienna are
such “social allocations”.

This general structure of social housing allocation has remained stable through our
period of investigation. However, there was one important amendment to allocation in
Vienna following EU legislation in 2006, when access to municipal housing was opened to
long-term third country nationals and, as a result, the waiting list increased strongly when
this new group of potential beneficiaries started to apply for social housing.

Additionally, one trend can be observed that might negatively affect access to the LPHA
sector for low-income households: In some regions, cost-based rents of the LPHAS are kept
low throughout the renting period by collecting capital contributions of future tenants that
constitute an important factor in financing new projects. Such “tenants’ capital contribu-
tions” are similar to a deposit and are paid by the new tenant when moving in. They lose
1% of their worth every year, the remaining sum being paid out to the tenant when he/she
moves out (Mundt, 2018). In some regions (especially Vienna) special targeted loans are
available to substitute these capital contributions. However, over our investigation period,
capital contributions have tended to increase considerably. They can be high in localities
where building land is particularly expensive. With volumes rising above € 30,000 for a
two-bedroom apartment in some regions, they can exacerbate accessibility to the social
rental stock for low-income (and low-savings) households (Mundt & Amann, 2018) and
thus decrease residualisation in LPHA housing. Additionally, since 1994, LPHA housing
with high capital contributions has a right-to-buy option after 10 years (changed to 5 years
starting from 2019). If the relatively more well-off LPHA tenants exercise this option
and become homeowners, the level of residualisation in that sector could increase ceteris
paribus.

Overall, this first look at changes in allocation legislation yields mixed results: In LPHA
housing there were no incisive changes in allocation practices, if any, access has been
expanded by raising maximum income limits above the real development of the income
distribution. As for municipal housing in Vienna, the opening of the sector to long-term
immigrants has enlarged the scale of potential beneficiaries considerably. We conclude that
it is not sufficient to look at changes in allocation rules alone to assess residualisation, but
we now turn to the analysis of the actual income of tenants over time.

5 Empirical analysis
5.1 Data and methods

We pool annual cross-sectional data 1995 to 2018 from the Austrian European Community
Household Panel (ECHP 1995-2000, panel data) and its successor, the Austrian Survey on
Income and Living Conditions (SILC 2004-2018, rotating panel with max three follow-
up years). Samples are representative for the Austrian resident population, excluding the
homeless and those outside private households. The total sample size ranges from 2260 to
3379 households in the ECHP and from 4521 to 6806 in SILC (Tables A1 and A2).
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Table 1 Tenure split in Austria (proportion of households in tenure types)

Row % Owner Municipal LPHA Private rent Subtenant Other
(rent-
free)

1995 50 9 11 18 3 9

2000 53 9 10 17 2 10

2010 50 8 14 18 2 8

2018 48 7 15 19 1 9

Own calculations based on ECHP and SILC, households, frequencies using sampling weights

SILC & ECHP is currently the only source in Austria to analyse income and housing
tenure within the same data across the whole resident population.! A household’s total
disposable income is used for all measures of residualisation (henceforth “income”). It
includes income (after tax), social transfers and old-age pensions and is adjusted for house-
hold size (using the ‘modified” OECD scale).

The housing tenure variable contains the following categories: owner (outright or with
mortgage), tenant renting from a private person or private company, tenant renting from
an LPHA, tenant renting from a municipality, subtenant renting from another tenant, rent
free accommodation.” The tenure split in Austria (Table 1) based on ECHP and SILC data
shows a high degree of stability. What stands out is the slight decrease in the ownership
share since its peak in 2000 and the increase of the share of households in LPHASs over
the last 25 years. This reflects the continuously high construction output of the sector
mentioned in Sect. 3. Furthermore, municipal housing is largely concentrated in Vienna
whereas outside Vienna many more households are owners.

To get a comprehensive picture of social housing residualisation we follow the approach
in Angel (2023) and use multiple indicators. First, we look at the percentage of house-
holds from the bottom income tertile who reside in social housing. Second, we compare
median incomes between social housing and other tenures. These two measures have clear
and simple interpretation. However, using medians and tertiles does not exploit the full
distribution of income.

To overcome this, we use the index of residualisation by Pearce and Vine (2014). It
compares the incomes of those residing in a particular tenure with the incomes of the
whole population. While our focus is on social housing, we can calculate the index for all
tenure groups and display changes over time relative to each other (Fig. 2). Overall, the
Pearce/Vine index is thus more fine-grained than the previously mentioned two measures.

! The Austrian ‘microcensus’ offers a larger sample size and more time periods but does not provide house-
hold income data at the same detailed level as SILC/ECHP.

2 For ease of presentation, the remainder of our analysis excludes the latter two types. These are not of
central interest to the paper and cover a broad and heterogeneous range of housing tenure constellations
(e.g., if the accommodation comes with the job or is provided free by relatives), for which we lack suf-
ficient details for proper interpretation. Owner-occupied refers to both single-family housing, apartment or
any other dwelling type. The same applies for rental housing.
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For the calculation of the index, we need to divide the population incomes into income
bands. Similar to Pearce and Vine (2014) we split household income into population
deciles. The index is calculated as®

Ry = L?S - ey
with K = 0.5 and
10
Ly~ Z %[FS(PI‘) + Fs(p,_ )] (pi = pich) (2)
i=1

where p; is the proportion of households in the total population at or below point p; and
F(p,) is the proportion of households in the subpopulation at or below point p;. It is zero
if the income distribution of the subpopulation is identical to the total income distribu-
tion. Values above zero indicate an overrepresentation of low-income households, while
values below zero indicate an overrepresentation of high- income households. The higher
the index greater 1, the higher the level of residualisation in a given tenure.

To ascertain the robustness of our results, we calculate a fourth indicator of residualisa-
tion, proposed by Stephens et al. (2003), which takes account of the varying size of the
social housing sector over time. As an additional gain, the Stephens index is based on ter-
tiles and thus allows to compare Vienna with the rest of Austria (Fig. 3), whereas with the
Pearce/Vine index this is not feasible due to small sample sizes. For each year, we divide
the percentage share of each income tertile residing in the social rental sector by the share
of that sector in the overall tenure distribution. If the social rental sector houses dispro-
portionately more households from the bottom income tertile, the Stephens index will be
greater than 1. The higher this index greater 1, the higher the degree of residualisation.

Finally, we are interested in the probability of social housing given a household’s
income. We estimate separate bivariate logistic regression models* for each year, where the
dependent variable is coded “1” if a household currently has a specific tenure status (e.g.
municipal housing) and coded “0” otherwise.’

5.2 Residualisation of social housing in Austria

Figure 1 provides a first look on residualisation as measured by the concentration of
low-income households in social housing. First, we see that the share of households
from the bottom income third has increased in both the municipal and the LPHA rental

3 The index of residualisation is derived from the Lorenz Curve, similar to the Gini coefficient. K is the
area under the 45° line in a situation of proportionality and thus 0.5 if we scale the cumulative percentages
between 0 and 1. See Pearce and Vine (2014) for further details with graphical illustrations of Lg and Angel
(2023) for a numerical example.

4 Adding covariates to the model would clean the income effect from other supply (e.g., discrimination due
to citizenship) and demand side restrictions (e.g., access to information or search and moving behaviour
correlated with socio-demographic variables, changing socio-demographics of the low-income households).
However, our focus is not on the “causal” effect of income, but on its gross correlation with the likelihood
of social housing (and other tenure types). Consequently, we do not include covariates.

5 This approach is also independent of the overall size of the social rental sector. Furthermore, regression
modelling — via interaction effects of income and year — allows us to test if the effect of income on the prob-
ability of residing in social housing changed significantly between a base year and a given year.
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Fig.1 Income profiles for tenure groups. Income tertiles are derived from the national distribution of
household income. No data available for 2001-2003. ECHP data: 1995-2000. SILC data: 2004-2018

Table 2 Sociodemographic profile of social housing tenants

Total Municipal LPHA

2004/06 2018  2004/06 2018  2004/06 2018

% with university degree’ 11 22 4 11 6 17

% receiving social exclusion transfers or hous- 6 7 18 22 15 13
ing allowances

% main earner’s country of birth not Austria 16 20 23 36 17 21

% household with dependent children?* 30 27 28 24 30 26

% single parent households>* 4 3 8 5 6 4

Own calculations based on SILC Austria. Unit of analysis =household
! At least one household member with tertiary degree

Defined as children, adolescents, and dependent young adults under the age of 25. In addition to those
under 16, ‘children’ are also persons under 25 who live with at least one parent and are not gainfully
employed

3The household consists of one adult and at least one dependent child
“Due to data availability we compare to 2006 instead of 2004

sector, whereas it decreased for owners. Second, in all years the concentration of low-
income households is highest in municipal housing and lowest among owners. The
LPHA sector sits between owners and the private market rental sector in this regard.
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Table 3 Ratio of median incomes

Austria Austria

Tenure group.../municipal Tenure group.../LPHA

(1) Owner (2) Private (3) LPHA (4) Owner (5) Private (6) Municipal

1995 1.10 1.08 1.16 0.95 0.93 0.86
2005 1.19 1.06 1.15 1.04 0.92 0.87
2015 1.44 1.09 1.19 1.21 0.91 0.84
2018 1.46 1.14 1.18 1.23 0.96 0.84
Vienna Not Vienna
Tenure group.../municipal Tenure group.../municipal

(1) Owner (2) Private (3) LPHA (4) Owner (5) Private (6) LPHA

1995 1.22 0.97 1.40 1.24 1.29 1.23
2005 1.39 1.14 1.36 1.22 1.02 1.09
2015 1.44 1.08 1.34 1.56 1.15 1.22
2018 1.63 1.14 1.39 1.42 1.12 1.10

Own calculations based on ECHP/SILC Austria

Table 2 contains a more detailed description of the LPHA and municipal renters’ soci-
odemographic profile. We first compare the municipal to the LPHA sector at a given point
in time. In all years, tenants in the former are more often recipients of social transfers and
they less often hold a tertiary degree. Concerning the household type, differences between
municipal and LPHA rental housing are rather small. In a second step, we look at devel-
opments over time. Overall, trends for the selected characteristics are similar to the total
population. Yet, the share of households with a university degree, which doubled overall
between 2004/06 and 2018, almost tripled in both the municipal and the LPHA sector. The
2006 opening of the municipal sector to long-term foreigners, is highly visible in the dis-
proportional increase of households where the main earner’s country of birth is not Austria.

We proceed our analysis with a comparison of median incomes (Table 3). What stands
out is that owners have continuously increased their distance to both types of social hous-
ing. Second, municipal tenants generally have the lowest incomes. Their median incomes
are slightly lower than the ones of private renters’ and this pattern hardly changes over
time. Third, incomes in the LPHA sector surpass those of private renters and even more so
those of municipal renters. Again, distances of LPHA incomes to these two rental sectors
have not changed much over time.

We find that the change in the income ratio is strongly driven by owners becoming
disproportionally richer over time. The compound annual nominal growth rate of median
equivalised household incomes in our observation period was highest for owners (3.4%),
followed by private renters (2.2%), LPHA tenants (2%) and municipal tenants (1.9%). Aus-
tria’s inflation rate was around or below 2% in almost all years from 1995 to 2021.

In the next step, we consider the full range of the income distribution and plot time
series for the Pearce/Vine index (Fig. 2). This confirms what we have observed so far: an
increase in residualisation for municipal and private renters and a clear decrease for own-
ers. The LPHA sector only started to get more residualised from 2011 onwards. Through-
out all years, the level of residualisation is highest in the municipal rental sector followed
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by the private rental sector and the LPHA sector. Finally, the generally smaller distances to
the zero line also indicate that the “social mix” across tenure groups was higher in the first
observation period from 1995 to 2001 than later.

5.3 Residualisation differences between Vienna and the rest of Austria

Our second research question refers to differences in residualisation between the capital
Vienna and the Rest of Austria. From Table 3 we see that income difference between own-
ers and both types of social housing is much more pronounced in Vienna. Also, income
differences between other sectors and municipal housing are larger in the capital than out-
side the capital.

For a further comparison between Vienna and the rest of Austria, we turn to the Ste-
phens index (Fig. 3). The vertical axis displays if the municipal/LPHA rental sector houses
disproportionately more (>1) or less (< 1) households from a particular income tertile
(low/middle/top) compared to the overall relative size of that sector. The negative slope of
a line fitted to the datapoints captures the degree of residualisation. If we compare Vienna
and the rest of Austria, two main findings stand out: first, in Vienna there is an increase
in residualisation among municipal renters since the beginning of our observation period
(1995), whereas outside Vienna there is hardly any change over time; second, for the
LPHA sector a pattern of increasing residualisation only becomes visible outside Vienna
and at the end of our observation period. In Vienna, LPHAs even house disproportionally
less households from the bottom income group.

5.4 Dynamics of the income effect and tenure switchers

What do the data tell us about the process of residualisation from the perspective of a
household with a given income? Figure A2 in the appendix shows that the highest income
tertile is less and less present in the municipal rental sector over time. Furthermore, over
time there is an increasing gap for ownership between the first and the third income tertile.
To test for a change of the correlation between income and tenure we estimate interaction
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Fig.3 Stephens index. Vertical axis shows the ratio of the share of each group in a given tenure group
divided by the share of that tenure group in the total population. This measure is “one” if the proportion of
e.g., LPHA renters from the bottom income group equals the proportion of LPHA renters in the total popu-
lation. If the LPHA rental sector houses disproportionately more/less 1st income tertile households, this
measure will be greater/smaller than 1. Consequently, the higher this index > 1 for the bottom income group
the higher the degree of residualisation. Steeper slopes also show larger differences of the Stephens index
between the 1st and the 3rd income tertile

effects® between income and n—1 time-dummies for 2004-2018 (with 2004 as base year) in
the regression model for Austria (Fig. A3). We find statistically significant negative inter-
action effects for ownership and significantly positive interaction effects for private renting
in multiple years. Further analyses (Figs. A6 and A7) reveal that these outcomes are mainly
driven by trends outside Vienna. For the municipal sector, however, the evidence is less
robust. Differences between Vienna and outside Vienna for the income effect cannot be
observed (Figure A4). Finally, there is practically no change of LPHA odds ratios between
the 3rd and the 1st income group during the observation period. For LPHAs the regres-
sion analysis also complements previous outcomes (Fig. 3): low-income households have
a higher chance of LPHA tenure only outside Vienna, whereas in the capital this pattern
is reversed (Fig. AS5). To sum up, the “income gradient” for tenure has become stronger
over time but mostly for ownership and private renting and hardly for social housing. This
confirms our prior observation that (mainly outside Vienna) ownership has become a more
exclusive tenure over the years.

To further investigate this conjecture, we conduct a tenure-switcher-analysis, grouping
all households into three categories of “stayers”, “leavers” and “joiners” in relation to a
particular housing sector within a year prior to their survey interview (Table A4). By ana-
lysing the average median household incomes of these groups between 2004 and 2018, we
find a clear pattern: In the municipal housing sector, it is always the richest that leave the

6 A coefficient greater 1 for a specific year means that the relative difference in the odds for a given tenure
between the 3rd and the 1st income tertile has become larger as compared to the base year 2004.
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sector, while joiners have lower incomes than stayers. In the owner-occupied sector, it is
the other way around: leavers are the poorest group. In the LPHA and private rental sec-
tors, the outcome is more ambiguous, but similarities to the owner-occupied sector prevail
for both, i.e., households remaining in the sector have (slightly) higher income than those
leaving.

In sum, the switcher analysis confirms the function of municipal housing as “sector of
last resort” and shows how residualisation is more strongly driven by richer households
moving out and poorer households joining, than by an income decline of sitting tenants. At
the same time, we see that the supply of municipal housing is decreasing as a percentage
share. While there were 269 municipal housing units to every 1000 households in Vienna
in 1995, this number declined to 220 by 2018 (own calculation based on microcensi).
Municipal housing residualisation is thus driven by both factors: a declining share in over-
all tenures and a strong in-movement of poorer residents. The LPHA sector, in contrast,
has the luxury that it is growing and could sustain increased targeting.

6 Discussion and conclusions

We investigate if the widely observed increase in the residualisation of social housing also
applies to Austria, a corporatist welfare state with a long tradition of a generalist social
housing system (open to a wide range of households). Austria has one of the largest, and,
against the trend, still growing social rental sectors in Europe (Housing Europe, 2023).

Our main outcome is that social housing has become more residualised in Austria.
In the municipal sector we observe a rise of residualisation from 1995 to 2018, whereas
for the LPHA sector this happened only in the most recent decade (and mainly outside
Vienna). Nonetheless a high level of “social mix” and generous income limits remain cor-
nerstones of social housing allocation policies. In fact, we find that income thresholds have
been raised and the group of potential beneficiaries has been widened over the period, so
that changes in allocation practices cannot be seen as the driver of residualisation. Much of
the increase in residualisation of social housing is rather driven by a growing income dif-
ference to owners.

The marked increase in residualisation of social housing shows that concerns about the
Austrian system being too universalistic, as opposed to a more targeted approach favoured
by EU competition law (Czischke, 2014), appear to be unfounded when the income struc-
ture of social tenants is considered as an indicator of residualisation. The increase of
(income) residualisation in Austria reflects European trends, although from a compara-
tive perspective, the level of residualisation is still one of the lowest (Angel, 2023). While
Pearce and Vine (2014) estimate a value of around 0.5 for their index for the UK in the
2000s, it only ranges between 0.2 and 0.3 (municipal housing) in Austria during this period
(Fig. 2).

Nevertheless, our analysis also shows that the two social housing segments clearly cater
to different population groups. The municipal sector, on the one hand, displays the highest
level of residualisation across all indicators. Since municipal housing is strongly concen-
trated in Vienna, regional differences we find between the capital and the rest of Austria
strongly interact with the sectoral differences in residualisation. In Vienna, the income dis-
tance of municipal housing to all other tenure types including LPHA housing is largest in
the recent past (Table 3). Some possible causes for the strong residualisation of municipal
housing in Vienna have been proposed in the literature (Friesenecker & Kazepov, 2021;

@ Springer



Who lives there now? Residualisation of social housing in Austria

Gutheil-Knopp-Kirchwald & Kadi, 2017; Kohlbacher & Reeger, 2020): First, the number
of low-income and vulnerable households has increased in absolute and relative terms over
the last decades. A strong influx of low-income migrants has further increased demand for
municipal housing. Following EU legislation in 2006, the opening of municipal housing
to long-term third country nationals secured a high share of new allocations towards this
group. Second, because of the continuous upgrading of the stock and resulting higher rents
in new contracts, cheap private rental housing options are disappearing. Also, less rent
control applies to new contracts. This is however a slow process as it affects only house-
holds who are currently looking for options in the private market. Sitting tenants, on the
other hand, still enjoy rent-controlled and often long-term contracts and are not pushed
out of their private rental dwellings. We see this in an only slowly decreasing share of low-
income households in the private sector in recent years. Much more salient, and underex-
plored in previous research, is the third possible cause of increased residualisation of social
housing that emerges from our analysis: the declining share of higher income households
in the remaining stock. Remarkably, if this trend is based on the exit of income rich house-
holds, their relocation is voluntary: From a tenancy rights’ perspective they could have
stayed in the sector, because contracts are open-ended and income limits are not controlled
after initial allocation. It seems that such households, concerned with an increasingly bad
reputation of municipal housing, seek other housing options as soon as they can afford
them. In fact, housing satisfaction in the municipal stock in Vienna has decreased strongly
since 1995 (Verwiebe et al., 2020). On the other hand, it seems rather unlikely that a lack
of investment or housing quality problems have a major impact on the decision of richer
households to move. Quality differences to the rest of the housing stock are small (Statistik
Austria, 2019), particularly for newer municipal dwellings (Reinprecht, 2014).

The LPHA sector, on the other hand, has residualised only to some degree and primar-
ily outside Vienna. This finding of a ‘residualisation trend’ has to be interpreted with care
as the sector is still far from being a tenure ‘of last resort’. Tunstall’s (2021) differentia-
tion between ‘process’ and ‘state’ of residualisation discussed above shows to be of par-
ticular importance to the Austrian case. Tenant profiles are still very mixed, but using our
income measures, our analysis shows that the sector is now catering to middle and lower
income households, whereas in the past the focus was on middle incomes. The residualisa-
tion trend we find is rather small and has only gained momentum since 2011. This finding
may be related to the lagged effects of the right-to-buy legislation that has been in place
for LPHAS since 1994, where the relatively better off are able to convert their tenure status
to ownership, leaving the relatively less well-off behind. Second, as documented for other
countries (Clapham et al., 2014; McKee et al., 2017), a stronger focus on households with
low incomes could be a reaction to increasing demand for affordable rental housing from
‘generation rent’, i.e., younger birth cohorts (with lower incomes) who in the past would
have bought their home but cannot afford ownership anymore.

Especially in Vienna the LPHA sector has not yet reached the state to safeguard the
safety net function of social housing and thus to disencumber municipal housing and
contribute to a larger social and spatial mix across sectors. It should be quite clear that
LPHA housing has to embrace this function more strongly in the future as private afford-
able options disappear and, even though a right-to-buy in municipal housing was never
implemented, the municipal stock decreases in percentage as new construction is minimal
relative to population growth (Kadi, 2015). From this point of view, the low level of residu-
alisation in LPHA housing in Vienna does not imply the negative connotation or residuali-
sation that is so evident in other country studies, but rather remedies the Austrian peculiar-
ity that the LPHA sector has not contributed sufficiently to housing low-income households
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in the past. Subsidy schemes have already been introduced that result in very low rents and
low or no capital contributions, targeted at poor and vulnerable households and mainly
built by LPHAs (e.g. the SMART scheme in Vienna). To prevent greater residualisation
of the municipal stock — the fallback option for low-income households and vulnerable
groups — LPHASs need to increase their commitment to housing these groups, e.g., by
making greater use of targeted subsidy schemes (which are slow to take effect as they only
influence new construction), or by targeting the relocation of particularly affordable units
in the LPHA stock to those most in need.

From our empirical analysis we also conclude that it is important to study the residuali-
sation of social housing in close relation to what happens in other tenures, especially the
owner-occupied sector. In Austria, the latter plays an important role in understanding our
findings. We show for both types of social housing that the growing income distance to
owners is salient, particularly in Vienna, and that socio-tenurial polarisation between the
social housing and ownership sectors accompanies the trend of residualisation.

As prices have risen strongly in urban centers over our observation period (OeNB,
2021), low-income households have lost their ability to acquire housing equity and con-
sequently their share in the ownership sector decreased over the last two decades. Ris-
ing house prices, especially for apartments in the multi-storey stock in Vienna, attracted
additional money from national and international investors and have increased the trend
towards the ‘assetisation of housing’, which Austria has been unaffected by for much
longer than other countries (Kadi, 2015; Plank et al., 2022). With the latest price dynamics
at the end of our observation period advancing a “now-or-never” attitude, anyone who can
still afford it is keen to access the “housing ladder” at the soonest possible moment. Our
analysis of tenure-switching, which groups all households into three categories of ‘stayers’,
‘leavers’ and ‘joiners’, clearly shows that the widening income gap between social housing
and other tenures is the result of the highest income tertile moving out of the stock. Given
the high quality standards in the social housing sector (Mundt, 2018; Hernandez-Morales,
2022; NYT, 2023), stigma or housing quality issues seem to play only a minor role for this
trend. The increased relative attractiveness of ownership appears to be more important than
tighter eligibility rules or reduced investment in social housing.

Further research is needed to disentangle the drivers of residualisation in more detail,
e.g., by estimating separate residualisation indices for tenure switchers and stayers, by
using longer panel data to illustrate tenure careers, or by focusing on young adults mov-
ing out of their parents’ home to gain more insights into cohort-specific reliance on social
housing. Unfortunately, the currently available data do not provide sufficiently large sample
sizes for subgroups. This also limits our ability to carry out more precise regional analyses.
A potentially informative exercise would also be the extension of our switchers analysis to
other countries or its application to comparative European data. Regarding our finding that
voluntary exits by high-income households pose a major challenge to maintaining social
mix in social housing, further research on motivations for moving and possible policy
responses is also desirable.
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