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�

OVERVIEW

Affordable Housing in New South Wales 



The Task Force on Affordable Housing was established by the Hon Craig Knowles, MP, New South Wales Minister for Urban Affairs and Planning and Minister for Housing. Its task was to examine the supply of affordable housing in New South Wales and to propose a number of ways in which it should be improved.



The Task Force found that 



there is a grave shortage of affordable housing in NSW;



the shortage has worsened substantially during the last decade;



the whole NSW community will suffer unless the supply improves substantially over the next decade. 



The Task Force recommended that the NSW Government should 



place affordable housing at the centre of its priorities for action;



set targets for improving supply throughout the State;



provide support and guidance for organisations which will help to achieve those targets. 



The Task Force believed that



governments and non-profit groups must increase their direct supply of affordable housing, especially for the poorest households; 



local councils, developers and financiers must also become much more involved, especially in cooperation with each other as well as with non-profit organisations and government agencies.



The findings and recommendations of the Ministerial Task Force were published early in 1998 in a report entitled Affordable Housing in New South Wales. The report is available from the Information Centre of the Department of Urban Affairs and Planning (tel: 9391-2222; fax: 9391-2333).





�

Introduction





The Task Force was established by the Hon Craig Knowles in 1996 to conduct an inquiry into ways of improving the supply of affordable housing in New South Wales, especially in relation to the roles of the housing industry, local government and non-profit housing organisations. �

The Task Force was chaired by Professor Julian Disney and included 15 other members from housing and related industries, local government, non-profit housing organisations, and several other areas of expertise. Senior officials of the NSW Government also participated in the work of the Task Force.



In its report to the Minister, the Task Force proposed a number of major changes to improve the supply of affordable housing, especially for lower-income households. This paper summarises the main findings and recommendations in the report. 



What is affordable housing ?



Housing is affordable if it 



is of reasonably adequate standard for the number, age and circumstances of the occupants; and

does not cost them so much that they are unable to meet other reasonable needs such as food, clothing, transport and health care. 



Many experts in Australia and overseas regard housing as being unaffordable if it costs a lower-income household more than 25-30% of their combined income. 



In its report, the Task Force deliberately chose the higher benchmark of 30% in order to ensure that it did not exaggerate the size of the problem of unaffordability in New South Wales. 



It also decided to focus only on problems of unaffordability being experienced by those households who have below average incomes (that is, total household incomes below about $35,000 per year).



�

The problem of unaffordable housing



Why it affects all of us



About one out of every four lower-income households in New South Wales faces regular rent or mortgage bills which are greater than they can afford. This means that about half-a-million people who live in these households are deprived of money which they badly need for other essential purposes, such as food, clothing and health care.



A large number of other households also suffer directly from the difficulty of finding affordable housing. Many of them can only find it by living in sub-standard accommodation which badly damages their health, their family relationships, and their enjoyment of a basic quality of life. 



Many other households can only afford to live long distances away from work opportunities, community amenities, relatives and friends. Unemployment, severe stress, and family breakdown often result from this enforced isolation.



The level of unaffordable housing in New South Wales is now so severe that it is damaging the interests of the entire population, not only those who are most directly affected. We all suffer when excessive housing costs make our State less attractive as a base for competitive industries, and when they create serious divisions and tensions in our society. 



During the last decade or so, the number of households in New South Wales who are in unaffordable housing has almost doubled. Unless strong and sustained action is taken, the number of households who are directly affected will continue to increase. The likelihood of severe and lasting damage to the whole New South Wales community will also escalate disturbingly.



Problems for buyers ....



Home prices are now very much higher than two decades ago, especially in the Sydney area, even after adjusting for general inflation in consumer prices. As a result, recent reductions in mortgage interest rates have not been sufficient to compensate for the severe decline in affordability during that period. 



The effects of the price increases can be seen in the fact that the proportion of younger people who are buying a home has fallen by more than one-quarter during the last twenty years. Also, the proportion of lower-income households who can afford the mortgage payments which they are paying to buy a home has dropped by one-half. 



Recent trends are also increasing the geographical divide between high- and low-income households, especially in Sydney. For example, in every one of the fifteen council areas in northern and eastern Sydney the average home price for the area is unaffordable for a household on the State average income (about $35,000). In fact, in fourteen of the areas the mortgage payments are at least one-third more than the average household can afford. 



... for private renters



Demand for private rental housing has increased considerably during the last decade or so. This is partly because younger people are tending to wait longer before marrying and having children, and partly because more households cannot obtain steady income from full-time work. Of course, higher home prices have also forced many people to remain as renters.



There has also been an increase in problems of unaffordability amongst renters. About three-quarters of lower-income renters in Sydney are now in unaffordable housing, and the proportion for the rest of the State is not much lower. While the supply of home units for rental has improved considerably, this has been mainly at the high-rent end of the market. 



As with home buyers, the position for lower-income renters is especially bad in the fifteen northern and eastern areas of Sydney. In all but one of those areas, the average rent for a two-bedroom house is unaffordable for a household on the State average income. 



... and for public renters



Rental housing provided by the State Government and other non-profit organisations is almost always affordable for those households who obtain it. But the supply has not kept pace with increases in demand caused by factors such as lower wages, higher unemployment and increased family breakdown. 



As a result, access to public housing is becoming restricted to those households who are in very severe hardship, especially single parents and

people with disabilities who have very low incomes. Most other low-income households are either ineligible or face waits of a decade or more. In these circumstances, public housing residents face an increasing risk of stigma and isolation from the general community which is only partly being reduced by efforts to relocate public housing from large estates.





�

The size of the task 

At present, about 250,000 lower-income households lack affordable housing. This total would drop by about 100,000 if the current numbers of lower-income households in affordable housing increased by

about 50% amongst home purchasers and owners �— helping about 40,000 households

about 50% amongst private renters�— helping about 30,000 households 

about 20% amongst tenants of public or other non-profit housing �— helping about 25,000 households

Improvements of this size are most unlikely to be achievable without very substantial and sustained action by governments, businesses and non-profit organisations. They would also need the commitment and support of the general community.

The way ahead



The shortage of affordable housing is severe and it is damaging the whole New South Wales community. It will become even worse unless governments at all levels — Commonwealth, State and local — put it at the centre of their priorities for action. Improving the supply is as important, for example, as protecting the environment or providing more hospital beds.



The supply of affordable housing needs to be increased substantially during the next decade and beyond. The greatest improvements are likely to be achievable in the middle suburbs of Sydney and in well-established provincial centres. But is it essential that the supply is spread throughout the community, not concentrated too much in particular streets and suburbs. 



The supply of public housing needs to be improved in quantity, quality and distribution. For most people on very low incomes, this is the only way in which they are likely to obtain affordable housing. 



The private housing market also needs to make a greater contribution. This applies especially to providing affordable home purchase or rental for people with below-average incomes who are not eligible for public housing. 



The greatest room for improvement, however, is through projects which involve close cooperation between commercial operators in the private market, non-profit organisations, and relevant governments.



This applies, for example, to projects which are developed by a private company, with planning approval by a local council, on land provided by the State Government, and managed by a non-profit organisation.�

A  STRATEGY  FOR  ACTION





The Task Force believed that the NSW Government should adopt an ambitious but achievable strategy for improving the supply of affordable housing in New South Wales. 



The Strategy should demonstrate the high priority which the Government will give to the issue. It should also encourage and persuade other key participants, and the general community, to contribute to achieving its goals. 



Key elements of the Strategy proposed by the Task Force are outlined below. Further details are given later in this paper and in the full Task Force report.



GOALS



Conduct an information campaign



so that the general public and people with direct influence over the supply of affordable housing understand the need for action



Fix an overall target 



specifying the level of improvement in the supply of affordable housing which the Government believes should be achieved 



Establish a quota system



by which governments providing help for particular housing projects can specify the quota of affordable houses to be included





RESOURCES



Make more land available 



through ensuring that some government and private development projects utilise part of the land to meet affordable housing quotas



Attract more private finance



by providing a simpler and safer avenue for superannuation funds, other institutions and individuals to invest in affordable housing 



Direct subsidies more effectively



by focussing tax concessions and other government subsidies on helping lower-income households to buy or rent homes



SKILLS



Strengthen planning expertise



by helping councils and others to assess needs and opportunities for affordable housing and to develop suitable strategies for action



Improve design and construction 



by promoting improved techniques, efficient use of labour, and responsiveness to the needs of residents and communities



Promote housing management skills



by assisting non-profit organisations, in particular, to strengthen their expertise and involvement in managing affordable housing 





PROJECTS



Initiate affordable housing projects



by using planning powers, and providing land, money or other resources, to initiate projects that include affordable housing  



Support other affordable housing projects



by providing expert advice and other help to plan and implement commercial and non-profit projects that include affordable housing



Redevelop the public housing system



so that it helps to house more people, in more appropriate conditions, and with less concentration in particular areas







�

The Task Force proposals 



Affordable housing targets 

The NSW Government should set State and regional targets for reducing the problem of unaffordable housing and should urge other participants and the general community to help achieve them 

For example, a State target could be to achieve by the year 2010 a one-third reduction in the proportion of lower-income households who have housing costs exceeding 25% of their income (for renters) or 30% of their income (for purchasers). 

Every region should be expected to contribute towards achieving the State target, but the targets might be lower in regions that have high housing costs or already provide a lot of affordable housing.

Achievement of these long-term targets should be encouraged by proposing for each region the proportion of new rentals and purchases each year which should be below specified State-wide benchmarks (such as $150 weekly rent for a two-bedroom home). 



Affordable housing quotas

A system of affordable housing quotas should be developed by the NSW Government for use by government agencies and local councils as preconditions for supporting particular housing projects

The system could be used, for example, by the Commonwealth and NSW governments when providing tax concessions, land or other support for particular projects. It could also be used by local councils as a condition of permitting particular developments. 

The quotas should specify the minimum supply of homes within the project which must be occupied by a lower-income household at rental or purchase costs which are below specified benchmarks.

The quotas should vary from relatively high (say, 50% of all homes in the project) to relatively low (say, 10%) according to the type of support being provided or other differing circumstances. The quota should usually have to maintained permanently or for a long time. 



Affordable housing managers

The NSW Government should improve the supply of non-profit and for-profit managers of affordable housing by providing appropriate training, standards and accreditation

The training and standards should seek to ensure that accredited managers will allocate and manage affordable housing in a fair and efficient way. But they should not be so rigid that they jeopardise innovation and growth in the supply of affordable housing. 

Governments and local councils should usually require that the specified quota of affordable housing in a new development project must be managed by an accredited manager of affordable housing. 



Investment avenues

The NSW Government should establish a body to facilitate indirect investment in affordable housing by financial institutions and private investors 

The body should obtain investment funds on a loan or equity basis and then invest them in projects that will meet specified affordable housing quotas.

The body will need to be provided by governments with substantial start-up capital, guarantees against losses, and perhaps some tax concessions for the benefit of investors. 



Planning powers

NSW planning legislation should be strengthened to encourage local councils and other planning authorities to put greater emphasis on provision of affordable housing 

The Environmental Planning and Assessment Act should explicitly empower planning authorities to require affordable housing quotas as conditions of approval for particular developments and to ensure maintenance of the quotas over time.

It also should explicitly empower planning authorities to finance affordable housing projects by requiring contributions from developers whose projects will adversely affect the supply of affordable housing. 

The Act should explicitly enable planning authorities to be flexible about their usual requirements (for example, in relation to housing density and parking spaces) where a development will include some affordable housing.



Local strategies

The NSW Government should provide incentives and support to local councils which develop appropriate affordable housing strategies, and local councils should develop such strategies

The Government should ensure that its own Metropolitan Strategy gives increased emphasis to improving the supply of affordable housing, develop a binding State Environmental Planning Policy SEPP) statement on affordable housing, and prepare advisory Planning Guidelines on Affordable Housing. 

Local councils should ensure that they have a Residential Development Strategy or Local Housing Strategy which gives sufficient attention to affordable housing needs, and should be entitled to seek State Government funding for expert advice in preparing the strategy. 

Councils which implement appropriate strategies should be exempt from the SEPP requirements. 



Surplus property

Commonwealth, NSW and local governments should put greater emphasis on using their surplus property to improve the supply of affordable housing

Their procedures for assessing potential uses of surplus property should require consideration of affordable housing options and should give potential providers of affordable housing an opportunity to propose such options. 

The rules about the value to be obtained upon disposal should be more flexible and should not artificially inflate assessments of so-called market value 



DOH and Landcom

The NSW Department of Housing and Landcom should increase their contributions to the supply of affordable housing, and should be provided with sufficient government funding for that purpose 

The value of affordable housing stock which is owned or controlled by the NSW Government should be maintained and preferably increased, and the level of Commonwealth and State funding for affordable housing should be restored to the average levels of the last decade. But the assets and funds must be used more effectively to increase their contribution to the supply of affordable housing. 

Landcom should adopt an Affordable Housing Policy and, where appropriate, be required to meet affordable housing quotas. 



Taxes and subsidies

	Tax concessions, grants and subsidies for housing which are 	provided by the Commonwealth or NSW governments should be 	adjusted to give greater emphasis to affordable housing 

In particular, integrated reforms should be made to in order to improve affordability for lower-income renters and purchasers rather than principally benefiting wealthy homeowners and investors in high-rent dwellings. 

Possibilities for consideration should include reconfiguration of �	(1) the relevant stamp duties scales for property transfers and mortgages,�	(2) the tax exemptions and rates for owner-occupiers and landlords, �	(3) capital gains tax and depreciation allowances relating to residential 		     property. 

Consideration should also be given to the creation of tax concessions for affordable housing bonds. 



Design and construction

Governments and participants in the housing industry should cooperate to develop design and building practices which enhance housing affordability without sacrificing reasonable standards 

This should include reviewing official standards and guidelines, promoting innovative projects, reducing barriers to efficient labour practices, and improving training options.



Tenancy agreements

NSW legislation about residential tenancies should be amended to remove undue barriers to affordable tenancy agreements 

This should include greater flexibility for longer-term tenancy agreements in relation to matters such as maintenance, fittings and assignment, while retaining safeguards against exploitation or hardship. 



Project development 

The NSW Government should stimulate development of projects which will include affordable housing by conducting an intensive review of possible major sites for such projects, establishing a system of expert broker teams to help initiate projects, and providing start-up loans or subsidies where appropriate 

The review of major sites should include those which will or may become available through major infrastructure development, sale of industrial sites, or change in use of public land.

The broker teams should include experts from the private sector, and be provided to selected councils and non-profit organisations on a free or subsidised basis to help identify suitable projects and bring together possible financiers, developers and managers.



Public information

The NSW Government should conduct a campaign to inform the general public about the need for action on affordable housing, and should publish an Affordable Housing Kit with information and advice for councils and other participants in affordable housing initiatives 
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