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Pre Budget Submission — CHIA Priorities for the 2021-22
Federal Budget

Executive Summary

CHIA is the peak body representing not for profit community housing organisations (CHOs)
across Australia. Our 170+ members manage a $40 billion-plus portfolio of more than 100,000
homes, housing people on low and moderate incomes who find it hard to access affordable and
appropriate tenancies in the private market.

The Community Housing Industry Association (CHIA) welcomes the opportunity to outline CHIA’s priorities
for the 2021-22 Budget. Our priorities primarily focus on actions that would enable our members to further
leverage the opportunity created through the establishment of the National Housing Finance and
Investment Corporation, so as to assist in relieving high and growing levels of homelessness and rental
stress across Australia.

The COVID-19 pandemic has exposed the consequences arising from a housing system that is not meeting
the needs of many Australians in the bottom two income quintiles. The pandemic forced (mainly state and
territory) governments to take immediate action to address both rough sleeping and overcrowded shelters
and boarding houses where residents share facilities. We have always known the public health risks both
pose; the pandemic has shown that governments are able work collaboratively with other housing and
service providers to secure resources and take rapid and effective action to provide temporary
accommodation for around 40,000 people over a six month period, using hotels, pop up shelters and under
occupied student accommodation.

Sudden loss of employment or business income at the start of the pandemic placed tens of thousands of
Australians at immediate risk of homelessness. The introduction of JobKeeper and the Coronavirus
Supplement for JobSeeker, together with moratoriums on evictions have also been important in helping
most to remain housed.

While we acknowledge these achievements, the challenge of finding people permanent homes remains
and, indeed, will grow when temporary income and eviction protection measures are withdrawn as
planned. At the same time as re-housing those provided with temporary accommodation, we also need to
assist the many other households already in rental stress before the pandemic or who have become
precariously housed as a result. The continued intensification of Australia’s social and affordable housing
deficit also poses a huge challenge on whether the achievement of virtually eliminating street
homelessness can be maintained into the future.

With the exception of the Victorian and to some extent the Tasmanian Governments, the Commonwealth
and State and Territory Governments failed to use the opportunity provided by their 2020 budgets to make
any significant investments in additional social and affordable housing to help address this need.
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Government investment in housing could also support employment in construction. While late 2020 saw
signs of a recovery in housebuilding this is predicted to be a short term phenomenon. The National Housing
Finance and Investment Corporation (NHFIC) in its State of the Nation’s Housing Report! expects that the
lower demand for housing arising from slower population growth will weigh ‘on construction over the
medium to longer term, with net additions likely to fall and then recover to around 148,000 in 2025.
Weakness in net apartment additions will extend to 2025, when just 27,000 new dwellings are expected,
similar to levels seen prior to the apartment boom.’

Including social housing construction as part of an economic recovery package has attracted widespread
support?. CHIA and partners in the Housing Productivity and Research Consortium (see page 18 of our
submission) recently commissioned work to gauge expert opinions on a range of housing and productivity
related issues. One of the propositions tested with a cohort of Australia’s leading economists and other
housing market experts was around the value of social housing as an economic stimulus. The overwhelming
majority of participants believed that the Federal Government had been unwise to exclude this in stimulus
initiatives to date. By a margin of no less than eight to one, our expert research participants disagreed with
the proposition that omission of such measures within the 2020 budget was well-judged. Moreover, 57%
disagreed strongly.

In CHIA’s last pre-budget submission, we proposed the Commonwealth Government should consider
collaborating with the States and Territories to jointly fund a social housing program. Our 2021 submission
retains this proposal — the Social Housing Acceleration and Renovation Program (SHARP)3. Not only will this
deliver much needed housing for Australians in need, but it will be a surefire way to maintain jobs in the
construction industry and increasing GDP by between $5.8 billion to $6.7 billion over the four year
program, thus, more or less covering the cost of government investment.* It also has the benefit of
guaranteed demand, adding rather than simply bringing forward construction and renovation activity, and
being capable of being targeted at areas where there are particular economic pressures.

While housing outcomes are primarily a state/territory responsibility under the Australian constitution,
only with the active participation of both the Commonwealth state/territory governments can any effort to
significantly expand social and affordable housing provision succeed. Adequate and affordable housing is an
aspect of social security which is a formal Commonwealth responsibility, and it is only the Commonwealth
that possesses the scale of tax-raising and borrowing powers required to underpin the scale of investment
needed.

In addition to SHARP, our pre-budget submission contains proposals to address the longer term challenge
of reducing shortfalls in social and affordable housing, supporting the continued growth of a robust
community housing industry, which strengthens the institutional architecture supporting the social and
affordable housing system and tackles some specific issues where the Commonwealth has a particular
responsibility as with veterans’ homelessness.

1. Support state and territory initiatives to respond to the additional demand for social and affordable
housing generated by the pandemic through a social housing acceleration and renovation program
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(SHARP) °. Capitalising on historically low bond rates® the program could rapidly deliver 30,000 social
rental housing units and at the same time mitigate construction activity consequences resulting from
the predicted reduction in demand for new apartment dwellings’ . This program should be led by the
Commonwealth Government in collaboration with and jointly funded by State and Territory
Governments and co-ordinated through National Cabinet.

2. Allocate resources to develop a 10-year National Housing Strategy that incorporates plans to address
homelessness and meet Indigenous housing needs. This could be led from the National Housing
Finance and Investment Corporation (NHFIC).

3. Invest in housing as essential infrastructure - :

a. Dedicate resources to re-establishing a recurrent Federal housing program for
implementation in 2022-23 that incentivises State and Territory co-investment and attracts
institutional capital, via a funding framework such as that provided by the Affordable Housing
Infrastructure Booster. The program should be sensitive to variable development costs,
incentivise other state and council contributions and attracts private institutional capital. CHIA
with its partners is developing a policy blueprint to contribute to a development process.

b. Use existing and new City and Regional Deal agreements to promote greater social and
affordable housing provision through both inclusionary zoning and development uplift / value
capture mechanisms, and through dedicated infrastructure project funding.

c. Contribute S500K over two years to support the research program of a Housing and
Productivity Consortium.

4. Foster the ongoing expansion of the community housing industry to deliver more choice for low
income renters through:

a. contributing $500K annually to a National Industry Development Strategy.

b. Committing to further increases in the cap and extension of the NHFIC guarantee. This will
have minimal budgetary impact but will give certainty to (1) CHOs about the future availability
of low cost finance and (2) investors about the long commitment of the Commonwealth
Government to this central aspect of NHFIC's mission.

c. Contributing to the resources needed to enhance the National Regulatory System for
Community Housing (NRSCH), in line with the yet to be fully implemented 2017
recommendations of the Government’s own Affordable Housing Working Group.

d. Using the National Housing and Homelessness Agreement (NHHA) to ensure more active
state/territory inputs to improving housing outcomes.

5. Setup a $30M grant program to support innovative Housing First accommodation options for
veterans who are homeless or at risk of becoming homeless.

6. As part of the new National Disability Strategy allocate S1M to establish a national research centre on
contemporary housing for people with disability to measure outcomes, share technology and design
innovations and promote best practice.

7. Allocate resources of circa $100K to NHFIC to support the development of practical and sustainable
proposals to assist lower income renters into affordable home ownership.

CHIA’s submission summarises our key priorities for the budget, focuses on the benefits derived from
tackling housing unaffordability for lower income households, explains why CHOs should play a prominent
role and how new government investment in CHO-delivered homes could best be structured. Further
information about the proposals is contained in the appendices.
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Pre Budget Submission — CHIA Priorities for the 2021-22
Federal Budget

Introduction

The Community Housing Industry Association (CHIA) welcomes the opportunity to outline CHIA’s priorities
for the 2020-21 Budget.

CHIA is the peak body representing not for profit community housing providers (CHOs) across Australia. The
industry provides one in five of Australia’s social rental properties, complementing public housing. CHOs
manage a $40 billion-plus portfolio of more than 100,000 homes, housing people on low and moderate
incomes who find it hard to access affordable and appropriate tenancies in the private market. Our 170
plus members include the largest (managing over 10,000 dwellings) to those with less than 100 homes. Our
members provide a diverse range of housing for Aboriginal people, people with disabilities and the formerly
homeless.

CHIA’s submission is concerned with actions to address the housing need of lower income Australians. We
also accept that housing affordability pressures exist for a broader range of households. CHIA’s National
Plan for Affordable Housing?® sets out our position on the wider housing system, supporting entry into home
ownership and market products such as Build to Rent Housing.

Our key priorities for the 2021-22 Federal Budget build on the Commonwealth Government’s progressive
2018 action to establish the National Housing Finance Investment Corporation (NHFIC) and the access to
cheaper CHO financing options thereby enabled. An overarching goal is to further leverage NHFIC's
potential to assist CHOs in relieving high and growing levels of homelessness and rental stress across
Australia.

Our submission retains many of the same actions that we have previously proposed. This will not be
surprising given that there has been no improvement in housing affordability for large numbers of
households in the bottom two quintiles. Before summarising these challenges, we have briefly considered
the pandemic’s impact on housing needs and housing supply in the coming months.

CHIA believes that the pandemic is likely to worsen affordability for lower income households. As
temporary income supports (e.g. JobKeeper payments) are reduced and job protections withdrawn, we can
anticipate more people will be pushed into housing stress and homelessness. While there will be some
businesses that ‘snap back’, there will be many for whom a drawn out recovery process (at best) will leave
them unable to retain all their employees.® Large sections of the workforce were also ineligible for the
JobKeeper program and some may already be in precarious housing situations, but temporarily protected
by the eviction moratorium. With these being lifted at the same time as the stimulus payments are
withdrawn Australia faces a probable major spike in homelessness.
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A study by Equity Economics® which projected changes in housing stress and homelessness in NSW in
relation to expected increases in unemployment suggested that on average homelessness could increase by
nine per cent in 2021 and that 24 per cent more Australian families will experience housing stress this year
due to the COVID-19 crisis.

A recent AHURI report!! concluded that the temporary income supports had significantly moderated the
rise in housing affordability stress that would otherwise have occurred due to the pandemic. The number of
households affected ‘only rose to 861,500 — an increase of 14% - rather than 76%’ as would otherwise have
happened. However, the researchers also found that ‘As JobKeeper and the Coronavirus Supplement are
wound back in early 2021, housing affordability stress will rise by 124,000 — leaving the total 30% above its
starting point.’

NHFIC's State of the Nation’s Housing Report found that falling rents in inner city areas in Sydney and
Melbourne are unlikely to mean ‘that dwellings will become more affordable for all renters’. They point out
that ‘one of the drivers of the demand shock has been a disproportionate loss of employment in industries
where workers were more likely to be renting’. Referencing recent research by Baker et al 2 the NHFIC
authors note that ‘renters continue to face potential affordability challenges with a range of factors
currently safeguarding them from the full impact of the economic downturn’. A survey conducted for this
research noted that many renters have used personal savings, taken advantage of access to
superannuation and, rental deferments, relied on a range of government stimulus measures such as
JobKeeper and JobSeeker to help maintain their tenancies.

Our submission is, however, also focused on putting in place actions that will start to tackle the
longstanding and worsening housing affordability challenge for lower income Australians. The following
points summarise this national challenge:

e Asrevealed in the latest official figures (2016) 116,000 Australians are homeless on any given night.
Moreover, especially in capital cities, the past decade has seen homelessness rising far ahead of
general population growth.?

e By 2015-16, more than three million Australians were living in poverty after taking their housing
costs into account. Of those, 1.3 million were not in before-housing poverty but had been pushed
into after-housing poverty by their housing costs.*

e The private rental market has not supplied dwellings at rents (i.e. $202 or less per week) that are
affordable to households in the bottom income quintile. While the market has supplied some
homes at rates affordable to households in the second bottom quintile (i.e. at no more than $355
per week) the homes are increasingly unavailable to these households; being occupied by higher
income earners.™®

e in 2016, there was a shortfall of over 650,000 homes across Australia, affordable to households in
the bottom two income quintiles. Accounting for projected household growth to 2036, more than 1
million additional homes will be needed to meet the needs of these lower income households over
the next 20 years?®.
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e Using the projected number of households in Australia (ABS 2015) the number of social housing
dwellings per 100 households has declined from 5.1 per 100 households in 2007-08 to 4.6 in 2017—
18.

e In ‘Social housing as infrastructure: an investment pathway’!’ the authors estimated that, ‘to simply
prevent further deterioration in the current level of social housing shortfall, of over 430,000
dwellings (manifest need plus evident need) there is a need for a national program producing just
over 290,000 additional homes over the [20-year] projection period, or nearly 15,000 per year’.
While the pandemic’s impact on population growth may have marginally reduced this figure we are
still a long way short of what is required simply to prevent housing stress from rising to still higher
levels.

e No reliable figures exist on the additional new social and affordable homes currently planned for
construction over the next few years, but even on optimistic assumptions this is highly unlikely to
exceed 10% of what is required. Factoring in the loss of affordable homes through both the expiry
of incentives awarded under the National Rental Affordability Scheme (NRAS) and other time
limited schemes, as well as continued public housing sales and demolitions, the net increase in
social and affordable homes is likely to be barely above zero. Unless there is a change of course by
Australian governments, social and affordable housing provision per capita will continue to
contract, just as it has for most of the past 25 years.

e A more meaningful measure of the decline in social housing supply is the reduction in the annual
number of such properties being let to new tenants. This measure incorporates the impacts of
declining gross provision (see above), the reduced number of newly built social rental homes
coming onstream, and the contracting availability of affordable ‘move on’ accommodation
(meaning fewer existing tenants have the capacity to transition into the private market). Therefore,
as CFRC quote in their response to the ongoing Federal Homelessness Inquiry, ‘Taking into account
both public housing and community housing, the gross number of social rental lettings dropped
from 52,000 in 1997 to 35,000 in 2017 — an absolute decline of a third*®. Pro rata to population, this
represents an effective reduction in social housing supply of some 50%’.

There are, on the other hand, major opportunities that will flow from tackling housing unaffordability
through re-starting social rental housing investment. Traditionally, housing developed and managed by
CHIA members has been valued for meeting social needs by providing safe, secure and affordable homes to
vulnerable and low waged households who cannot access suitable market housing. More recently, research
evidence has demonstrated that government investment in social housing (and, where necessary, floating
support services) can produce net financial gains in terms of overall cost to government.*®

Building on this work, CHIA and its partners commissioned Swinburne University to incorporate wider social
and economic benefits in a social cost-benefit assessment of social and affordable housing.?° The work
provides the basis for a submission to Infrastructure Australia’s Priority Projects List. While the provision of
social and affordable housing requires financial assistance to be viable in commercial terms, the report
finds that ‘the estimated wider social and economic benefits (WSEB) in this report show that the overall
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societal gain from providing social and affordable housing exceeds the cost of public support required to
deliver new housing construction, even at relatively high discount rates (7%).

Increasingly, the broader economic outcomes that flow from our work are being recognised, notably the
positive impact on human capital and hence economic productivity?! (Pages 10-11 of our submission).

Investing in social and affordable housing has positive outcomes for the residential construction industry, a
key part of the Australian economy and one of the country’s major employers. In February 2020, 1.2
million people were employed in the construction industry, representing over nine percent of Australia’s 13
million jobs and also contributed $145.9B gross value added (7.8%) in Australia.?? The construction industry
is forecast to decline by 13 percent during 2020% with further contraction anticipated if international
migration does not resume in 2021/22. Positively the ‘residential building construction industry has the
second-largest economic multiplier of all 114 industries that make up the economy’ with $1 dollar invested
realising almost $3 in additional economic output. 2*

In the short-term, a downturn in overall housing supply can be (at least in part) addressed through a social
housing investment program. Moreover, mitigation of future downturns through a recurrent social and
affordable housing investment program would protect the construction industry against recession by
introducing a counter-cyclical economic component into the system (see pages of 14-16 of our submission).

Recognising housing as essential infrastructure

The scale of the housing affordability challenges facing lower income households was starkly revealed by
the Productivity Commission’s 2019 report ‘Vulnerable Private Renters: Evidence and Options’. This
highlighted that most lower income renters experience housing affordability stress —i.e. housing costs
exceeding 30% of income. Furthermore, almost half of these households in rental stress are likely to remain
stuck in this situation for at least five years. As highlighted in the introduction, UNSW's City Futures
Research Centre (CFRC) estimated in its report ‘Filling the Gap’, that by 2036 an additional 1,023,900 homes
would be required to meet the needs of households in the bottom two income quintiles.

The COVID-19 pandemic has exposed the consequences arising from a housing system that is not meeting
the needs of many Australians in the bottom two income quintiles. The pandemic forced state
governments to take action to address both rough sleeping and overcrowded shelters and boarding houses
where residents share facilities. We have always known the public health risks both pose; the pandemic has
shown that governments are able work collaboratively with other housing and service providers to secure
resources and take rapid and effective action to provide temporary accommodation for around 40,000
people, using hotels, pop up shelters and under occupied student accommodation. We acknowledge this
achievement while, at the same time noting that many departed temporary accommodation without a
longer-term housing option and questioning how permanent homes for those remaining will be secured.
The scale and structurally embedded nature of this problem has also been highlighted by the observation
that rough sleeping numbers rose once again in the second half of 2020 from mid-year lows due to
emergency accommodation action?®.
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t,2® identified four key challenges facing the social

Infrastructure Australia, in its 2019 Infrastructure Audi
housing system — the absence of sufficient affordable homes for households able to move on from social
housing, existing social housing not meeting current needs, deteriorating property condition, and severe

overcrowding in remote Indigenous communities.

The AHURI report ‘The supply of affordable private rental housing in Australian cities: short term and longer
term changes’, estimated that in 2016 four out of five Q1 income private renters were paying unaffordable
rents with the proportion rising to almost nine out of ten renters in metropolitan areas. In the report which
is the latest of a time series that has been running every five years since 1996 the researchers also found
that ‘there was an increasing trend in Q2 renters nationally paying unaffordable rents: this rose from 24%
in 2006 to 36% in 2016’. In Sydney, 71% of Q2 renters were paying unaffordable rents. In all capital cities
there is a ‘spatial restructuring of rental housing markets’ with more affordable homes in the outer suburbs
and satellite cities.

Within these overall totals different segments of the population are disproportionally affected. Frequently
overlooked are people with disability. While the government’s Specialist Disability Accommodation (SDA)
scheme will help create housing for around 28,000 people in the NDIS this is but a fraction of the numbers
requiring affordable housing. The December 2015 AHURI report ‘NDIS, housing assistance and choice and
control for people with disability’?” estimated there was an ‘unmet need in affordable housing for between
83 000-122 000 NDIS participants at full rollout of the scheme in 2019’. Apart from ensuring that funding
programs include specific targets for housing to meet these needs many current housing options available
to people with disability are not fit for purpose. Hence, we are proposing that the Federal Government

allocated funding to promote innovation in housing for people with disability.

Current and previous Federal Governments have taken steps towards creating institutions that could
enable a significant increase in affordable rental housing. The investigation into ‘innovative finance models’
carried out by the Government’s Affordable Housing Working Group (AHWG)?® was instrumental in NHFIC's
establishment. The low-cost finance options that have subsequently become available via NHFIC have
reduced CHO interest payments. However, the resulting savings go only a short distance towards bridging
the social and affordable housing funding gap? as acknowledged by the AHWG. That is, the difference
between the cost of developing and managing affordable housing (land, construction, housing
management and maintenance) and the income received (from rents and Commonwealth Rent Assistance).

CHIA has therefore recommended that Federal budget 2020-21 should include measures to contribute
towards, bridging this funding gap.

At the same time as the pandemic has revealed the housing precariousness experienced by many
Australian households it has also hit the residential construction industry. Industry stakeholders, think
tanks and the Australian Treasury are in agreement that even with the impact of the Federal Government’s
HomeBuilder scheme there will be a severe contraction in residential construction - particularly apartment
construction from mid-2021.
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NHFIC, in its ‘State of the Nation’s Housing Report’, estimates that ‘COVID-19 is expected to cause the
largest negative shock to population growth since early last century, with almost one million fewer people
(than previously) expected to be living in Australia by 2025.’ This lower population growth will weigh on
construction, with net additions likely to be only 148,000 in 2025. It is the apartment market that will
experience the brunt of this, ‘the downturn has weighed more on apartments than detached or medium-
density dwellings because of international border closures. Furthermore, federal and state government
stimulus packages thus far have been more targeted towards the detached dwellings. Lower population
growth means that net additions for new apartments in 2023 are likely to be 58 per cent below those seen
just prior to the COVID-19 recession. Even by 2025, we still expect them to be 51 per cent below this
benchmark and only 27,000 dwellings, levels last seen prior to the apartment boom. But net additions to the
apartment market were already 15 per cent below their peak before the COVID-19 recession’.

Compounding with expected reductions in other construction activity, the impact on employment and
economic output will be severe. In the year to December 2019 construction provided $145.9B to gross
value added (7.8% of the total in Australia). In February 2020 1.2million people were employed in the
construction industry, representing 9.1% of Australian jobs.3°

CHIA’s proposed short term housing stimulus program, SHARP will mitigate these negative impacts on
the construction industry.

Along with others operating in the housing and homelessness sectors, we have long argued that
inadequate provision of social and affordable housing negatively impacts welfare outcomes for lower
income Australians. However, less has been said about the positive outcomes that flow from providing
secure affordable housing.

CHIA’s submission to Infrastructure Australia’s 2019 Audit authored by A/Prof Christian Nygaard at
Swinburne University®! provides evidence of the multiple ways in which the provision of secure high quality
affordable rental housing can result in expenditure savings for other public services. It highlights two
dimensions of social and affordable housing as essential social infrastructure:

1. Social and affordable housing as an independent effect on the wellbeing, productivity and cost-
reduction for individuals and society.

2. Social and affordable housing as a platform for unlocking additional individual and societal
wellbeing, productivity and cost-reduction for individuals and society.

The report quantifies the cash, public sector savings and monetary wellbeing equivalents of the wider social

and economic impacts that can be unlocked through investment in social and affordable housing and
expresses these as a proportion of the cost involved.

10
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CHIA recognises that savings generated ‘by’ housing ‘for’ other public budgets are difficult to reassign to
housing. However, for a government department such as the Department of Veterans’ Affairs which
oversees a range of health and welfare services and where a proportion of the individuals it assists require
stable accommodation the potential savings should justify investment in targeted housing options. CHIA
has recommended a small grant fund to support innovative Housing First approaches for homeless
veterans.

In addition to the social benefits, we now have evidence that over-expensive housing also incurs negative
impact on urban productivity. There is a growing body of research to demonstrate the ways that such
impacts can be generated. These include an AHURI commissioned scoping study ‘Making connections:
housing, productivity and economic development’ (MacLennan et al. 2015).

Concerned about the housing affordability challenge in Sydney and its consequences for the growth and
productivity of the metropolitan area, CHIA NSW initiated a research collaboration to further investigate
these issues. On behalf of a partnership that has included NSW Government agencies, the private and not
for profit sectors, CHIA NSW commissioned two reports by Professor Duncan MacLennan published
through UNSW’s City Futures Research Centre (CFRC). In the first of these ‘Making Better Economic Cases

732

for Housing Policies’* it was demonstrated that housing’s weighty economic role has continued to be

under-appreciated by Australian governments. Two categories of productivity impacts were identified:
(a) Constrained human capital.

e the mismatch between housing and jobs and resulting in poor access to jobs, lower labour
participation, health impacts on performance and less labour mobility.

e high housing costs leading to lower living standards, with affected households also being frequently
concentrated within specific neighbourhoods thus compounding disadvantage. These lower living
standards being manifested in po