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Submission by CHIA NSW 

About CHIA NSW 

CHIA NSW is the industry peak body for registered community housing providers in NSW. CHIA NSW is 

also supporting Aboriginal Community Housing Providers in NSW in a process to establish a 

representative body. 

CHIA NSW’s purpose is to support the development of a not-for-profit rental housing industry which 

makes a difference to the lives of lower income and disadvantaged households in NSW. CHIA NSW seeks 

to ensure that registered community housing providers are active in all housing markets, providing a full 

range of housing products.  

The community housing industry in NSW is growing and diversifying. It now manages more than 50,000 

social housing homes – 1 in 3 of every social housing home in NSW. Since 2012, CHIA NSW members 

have delivered around $1.2 billion in investment into communities across NSW, creating over 3,200 new 

homes. 

Community housing gives people on lower incomes an opportunity to live in a home they can afford.  

Registered community housing providers manage social housing, which is long term housing for people 

with low incomes who may not be able to work or who may have support needs. Some registered 

community housing providers also manage affordable rental housing which is rented below the market 

rate to people with lower incomes. 

 

About this submission 

This submission is made by the Community Housing Industry Association NSW (CHIA NSW) in response 

to the NSW Productivity Commission discussion paper, Kickstarting the Productivity Conversation. 

CHIA NSW welcomes that the NSW Productivity Commission is taking this opportunity to engage the 

community in a conversation about the future productivity reform agenda for NSW.  It is essential for 

the future success of NSW that reform addresses how government uses its policy levers to maximise 

social and economic outcomes. 

CHIA NSW’s interest in the areas discussed in the paper is focused on how they relate to social and 

affordable housing.  Specifically, how the levers available to the state government to improve services to 

social and affordable housing tenants and applicants and the levers it has to stimulate additional supply 

of social and affordable housing. 

Over the past several years, CHIA NSW has been calling for government to apply a productivity lens to 

housing policy to recognise the links between the economy, the job markets and housing. CHIA NSW, 

together with government, corporate and not-for-profit partners has funded a series of research aimed 

at Strengthening Economic Cases for Housing.  This work adds to an expanding evidence base 
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highlighting the potential productivity benefits of housing policy reform and targeted government 

investment.   

CHIA NSW is advocating for a significant increase in the supply of social and affordable rental homes and 

for growth of the community housing sector.  A major increase in social and affordable rental housing 

will address the needs of people and families being failed by the private market.  It will also play a 

significant role in improving productivity in the NSW economy.  Finally, we argue that the community 

housing sector is the most efficient mechanism available to government for delivering additional social 

and affordable housing and improving services to tenants and applicants.   

Over the past two decades or longer, the role of the NSW Government in the social housing system has 

undergone significant change.  Where earlier, government was principally a deliverer of services, more 

recently it has become a market-shaper, a commissioner of services, a contract manager and a regulator 

while still delivering services in the system. 

CHIA NSW believes that further evolution of the role of government in the social and affordable housing 

system can kickstart growth and improve services in the social housing system.  The role of government 

should reflect the diversity, strength and scope of the not-for-profit service system which has been 

established in NSW by a series of government-led reforms. 

 

We have an established, strong, diverse and viable community housing sector in NSW 

Considerable time, effort and expense has been expended on supporting the establishment of a strong, 

diverse and viable community housing sector which has typically had bipartisan support at the Federal 

and State levels.   

Federally, there has been over a decade of bi-partisan support for the growth of the community housing 

sector.  Investment to stimulate supply through the Nation Building Economic Stimulus Plan and the 

National Rental Affordability Scheme made by Labor led to significant  growth in the sector and its asset 

base.  The Coalition has established the National Housing Finance Investment Corporation with its 

affordable housing bond aggregator.  This creates a mechanism for registered community housing 

providers to borrow against their assets to invest in new housing supply. 

In NSW, the last NSW Labor government started the transfer of title to registered community housing 

providers of around 6,000 newly built homes.  The current Liberal/National government has continued 

this support for growth, most recently through the Social Housing Management Transfer program, 

transferring management of around 14,000 public housing homes to the sector.   

In combination, these policy settings have created a community housing sector in NSW which is now 

perfectly placed to take on a leading role in management, new housing development, estate renewal, 
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and the redevelopment and the densification of public housing land to grow social and affordable 

housing in NSW. 

 

Getting more from our infrastructure 

CHIA NSW welcomes that the NSW Productivity Commission is taking this opportunity to consider how 

existing innovative service delivery models can be leveraged to improve productivity and customer 

outcomes. 

CHIA NSW’s interest is in the potential for the exsiting innovative service delivery model – not-for-profit 

community housing providers – to take on a greater role in the delivery of social housing in NSW in 

order to improve services, improve the standard of social housing and to maxismise the quantum of 

social (and affordable) housing in NSW. 

A set of reforms incrementally transferring management of public housing homes to community housing 

providers alongside support for opportunities for not-for-profit providers to redevelop social housing 

land would significantly improve outcomes for customers and maximise social and affordable housing 

delivery.  

 

Improving outcomes for social and affordable housing tenants and applicants 

Future Directions recognises that increased community housing provision of social housing represented 

an opportunity to improve services for tenants.  The Social Housing Management Transfer program 

implemented under Future Directions transferred 14,000 public housing homes to community housing 

provider management.  Community housing providers now manage 1 in 3 social housing homes in NSW.  

This is a significant reform which will deliver better outcomes for tenants, the community and the NSW 

economy while allowing the NSW Government to reduce its costs.   

Some of the context for this most recent round of transfers can be found in the 2017 Independent 

Pricing and Regulatory Tribunal Review of Rent Models for Social and Affordable Housingi.  This review 

found that there is a gap between the rents paid by tenants and market rent that is currently being 

implicitly paid for through a combination of operating losses, deferred maintenance, unfunded 

depreciation and forgone returns on their assets.   

This effect is most pronounced for public housing and the NSW Land and Housing Corporation.  While 

data about LAHC portfolio changes is not made available to the public, it is implicit through the IPART 

analysis that the LAHC portfolio is being reduced through asset sales to derive revenue to subsidise the 

remaining properties.  
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Transfer of management to community housing providers increases the revenue in the social housing 

system by triggering payment of Commonwealth Rent Assistance for households transferring from 

public housing.   

The additional income means that community housing providers can afford more intensive tenancy 

management practices, can invest in innovative support and capacity building programs for tenants and 

can deliver better outcomes in repairs and maintenance.  This is reflected in tenant satisfaction with the 

services delivered by community housing providers.  Around 85% of community housing tenants are 

satisfied or very satisfied with the services they receive from their landlord. 

A program of further transfers should be established to give community housing providers certainty and 

the ability to plan for growth.  Most signifcantly, this would provide a pathway to improving services, 

making them more customer focussed and supporting other NSW Government policy priorities.  

 

Issues to consider for future transfers 

CHIA NSW believes that the NSW Government should be seeking two primary outcomes from its social 

housing system: better services for tenants and applicants and increasing the amount of social and 

affordable housing.  The NSW Government can support these outcomes by incrementally transferring 

the public housing portfolio to community housing providers.   

CHIA NSW believes that in order to have control over improving services to tenants and applicants, 

community housing providers should have control over the properties they manage.  This means that 

future transfers should prioritise policy settings which give community housing providers greater control 

of assets than under the current approach.  Benefits of greater control of assets include: 

• Minimising financial waste because community housing providers are in a position to make strategic 

investment and asset management decisions about the portfolio 

• Giving community housing providers the opportunity to explore and take up redevelopment 

opportunities in the portfolios to increase the supply of social and affordable housing 

• Expanding revenue streams and increasing balance sheets of not-for-profit community housing 

providers which will increase their capacity to leverage private investment into social and affordable 

housing to increase supply 

Repairs and maintenance services are perhaps the critical driver of tenant satisfaction. In the most 

recent property transfers, the NSW Land and Housing Corporation has required that its maintenance 

contract for the transferred properties remain in place until 2021.  This has limited the service delivery 

and investment changes that community housing providers would wish to make and which would help 

them in their efforts to deliver repairs and maintenance services which are more responsive to tenants.  

It is critical that in any future transfers, this situation is not repeated. 
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Delivering more social and affordable housing 

The reforms and support to establish the sector in NSW have created the conditions for community 

housing providers to significantly increase their organisational capacities.  Over the past decade, 

community housing providers have delivered over $1.2 billion of investment into communities, 

developing nearly 3,500 new homes. 

NSW does not have enough social and affordable housing.  Researchii commissioned by CHIA NSW and 

Homelessness NSW from the City Futures Research Centre at UNSW estimates that by 2036, NSW needs 

to create an additional 317,000 social and affordable homes to meet the current shortfall and the 

additional need driven by population growth and change.   

To meet this massive challenge, the NSW Government needs to consider how it can best use its key 

existing social housing asset – the land on which public housing is built – to support and enable the 

delivery of additional social and affordable housing.  

The current model established to drive the renewal of the social housing portfolio – Communities Plus – 

seeks to attract for-profit developers and leverage private sector investment to renew, densify and 

diversify sites.  Despite interest in the model, most sites have not progressed.  CHIA NSW understands 

that a primary driver of this delay is falling land values and the financial feasibility for private developers 

of including social and affordable housing.   

Given this, it is appropriate for government to rethink this model.  The existing community housing 

provider legal and regulatory model has viability advantages for delivering affordable rental housing 

compared with the private sector and a new paradigm for renewing the portfolio should look to 

maximise these advantages.  

In a report for Landcomiii by UNSW, City Futures considering the feasibility of the Build to Rent model in 

Australia, the authors identified a model where a registered not-for-profit community housing provider 

developed mixed tenure schemes with market rental housing cross-subsidising an affordable housing 

component would potentially offer the best outcome in terms of efficiency for any given level of 

subsidy.   

A new approach should explore how the value of the land can underpin projects led by community 

housing providers which diversify tenure mix while maximising social and affordable rental housing.  It 

may that there a different models which are more appropriate to different sites and markets and to 

different community housing providers with different business models.  Government should develop an  

approach which is optimal for maximising social and affordable housing while balancing tenure mix, the 

diversity and capacity of the existing community housing provider market. 

A new approach should also seek to minimise leakage of constrained funds derived from tenant rents 

into expensive and complex procurement processes. 
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Research by AHURIiv has also considered the most efficient mechanisms for investment in social housing. 

The research analysed diffferent mechanisms involving a range of debt, efficient financing and capital 

investment to assess their relative costs to government. The research shows that a capital investment 

model, supplemented by efficient financing, provides the most cost effective mechanism for Australia—

in preference to a no capital investment, commercial financing, operating subsidy model. 

 

Meanwhile use housing 

In 2018, CHIA NSW collaborated with NSW Government agencies to explore the potential for meanwhile 

use housing.  In this exercise, CHIA NSW mainly focussed on the meanwhile use of land for housing.  Our 

work suggested that there may be the potential to use underutilised government land, held for some 

other future purpose, to provide for off-site manufactured modular housing.   

A workshop held with NSW Government agencies identified that the were a number of barriers to 

meanwhile use of land for this purpose in NSW.  The modular housing industry in Australia is relatively 

small and boutique so creating a sustainable affordable product would be a challenge.  There are limited 

debt finance products available to support the concept, the separation in land and dwelling ownership 

being one issue and lease financing products typically meaning debt must be repaid over the initial 

period of meanwhile use, something impacting cash flows to the extent that projects are likely to be 

unviable. 

This work did identify a number of examples of meanwhile use of existing dwellings or buildings, 

providing temporary housing.  While these are worthy projects, delivering good outcomes for vulnerable 

people, they are limited in scope tenure type and should not be seen as a substitute for systemic 

solutions to the failure of our housing market to deliver long term affordable housing in the rental 

sector.  

 

Productivity gains from better housing outcomes 

CHIA NSW has a strong interest in how the planning system can be reformed to support better social 

and economic outcomes and the delivery of additioanl social and affordable housing. 

CHIA NSW, with partners in government and in the not-for-profit and corporate sectors has been 

supporting a series of pieces of research, led by Professor Duncan Maclennan – Strengthening economic 

cases for housing: the productivity gains from better housing outcomesv – which consider the economic 

cases for housing investment, including with a focus on the link to productivity. 

This research looked at how the assessments of aglomeration effects on economies which are used to 

weigh transport and labor market investments could be applied to residential infrastructure.  
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The aim of the research was to model the relative impacts of the Business as Usual approach in housing 

where renters can be pushed to more affordable but less accessible parts of the city and a Better 

Housing Outcomes scenario supplying affordable housing in well located areas near labor markets.   

BAU localities were selected in less well-serviced locations that were also more remote from jobs. The 

BHO localities were located on residentially-zoned land (R3, R4) within 800 metres of major hospital 

precincts (as a proxy for wider service accessibility), with improved access to job density, and with a 

simple annual grant subsidy of $8,500 p/a for 10 years used to enhance affordability.  

It was assumed that the BHO opportunities are to be targeted at residents with a socio-economic profile 

equivalent to the BAU areas (renters on incomes below or equal to the NSW median income).  

Econometric modelling focussed on four potential areas of productivity change: 

• Reduced travel time from living closer to work 

• Better matching to a wider range of jobs by moving closer to job dense locations 

• Phasing investment programs to reduce construction sector instability  

• The consumption and investment effects of rent burdens exceeding 30% of incomes    

 

Travel time effects  

The shift from BAU to BHO locations led to:  

• Reductions in travel to work times for both private and public transport users: private travel times 

reduce from 60-80 to 50-60 minutes, while public transit time drops from 80-100 to 65-75 minutes;  

• Limited Travel Mode Switch, with BHO reducing private and raising public transit uses; and  

• Travel Time Savings estimated at $2554 p/a per worker, or $1277 of additional labour supply per 

worker, and an estimated total gain of $2.26B Net Present Value (NPV). 

 

Wage effects  

Bringing workers closer to more jobs and firms closer to more workers creates matching gains. 

Employers pay more for specific, skilled workers, while workers seek out employers who need their 

skills. The research evidence suggests that for a given skill-age gender group, wages are higher for home 

locations closer to jobs.  

• After standardising for skills, age and gender, moving from a BAU to a BHO scenario means:  

• Per annum incomes rise (the higher the skill group, the bigger the rise);  

• Workers with higher degrees earn an additional $41, 170 p/a, with a lifetime NPV of $425,000; and  

• Unqualified workers earn an extra $11,793 p/a, with a lifetime NPV of $56,000.  
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The overall effects estimated are substantial. In reality, some lags in adjustment or incomplete take up 

of potential gains may occur, but the effects are still likely to be substantial.  

 

The effect of delivering a counter-cyclical housing program  

Productivity may be impacted not just by what housing is produced and where, but also by when it is 

delivered. For example, there are suggestions (but little evidence) that a counter-cyclical delivery of 

subsidised housing investments that produces housing ahead of schedule can stabilise industry structure 

and training efforts, and also benefit from lower materials prices in the downswing.  

Exploration of the impact of bringing forward an investment that would otherwise have occurred in a 

later period on the construction sector for NSW revealed that:  

• The sector was of substantial scale, producing some 7.9% of NSW Gross Value Add (GVA);  

• That share had increased marginally over the two decades to 2018 as construction sector GVA 

growth outpaced the wider economy;  

• The construction sector is cyclically less stable than the rest of the NSW economy; and  

• Evidence for lower materials costs and other downswing effects was weak and inconsistent over 

time.  

Consumption and investment effects  

High burdens of housing payments in relation to incomes reduces consumption of other goods and 

diminishes savings and investments, as well as reducing home-ownership and asset accumulation for 

early life-cycle households.  

For rental households in NSW, housed under BAU arrangements, an estimate was made of the income 

spent on rent above the standard ‘acceptable’ threshold level of 30% of income.  

This revealed:  

• NSW renters up to the median income ‘overspend’ on rent by an average of $5,893 p/a;  

• The total, indicative annual ‘overspend’ on rent in NSW is approximately $1.8B; and  

• These high rents in NSW also absorb Commonwealth Rent Assistance of approximately $1.4B.  

These payment burdens have major implications for the distribution of income and wealth in Sydney 

and NSW, and there is a strong prima facie case that they impact economic and productivity outcomes 

now and in the future. The research suggests that reducing them, by making housing more affordable, 

would enhance productivity. However, the effects cannot be modelled within a CGE framework, so they 

play no role in driving the study estimates of economic impacts from providing BHO. The overall 

estimates of benefits are therefore likely to be conservative. 
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Building dwellings that better match our preferences 

• What steps could the NSW Government take to improve residential development regulations to 

support an adequate supply of affordable housing? 

 

CHIA NSW believes that the existing residential development regulations could be improved to enhance 

affordable housing outcomes.  The provsions of the existing Affordable Rental Housing State 

Environmental Planning Policy could be strengthened to mandate affordable rents for affordable 

housing developed under this mechanism.  Management of these dwellings by registered community 

housing providers would ensure compliance with the rent setting requirements. 

CHIA NSW believes it is critical that more resources are made available to monitor compliance with the 

development consents issued for properties delivered under this SEPP.  The experience of our members 

would suggest that some unscrupulous developers are not making good on their commitment to use a 

registered community housing provider to manage the ‘affordable’ units they deliver and that there is 

little follow-up to tackle this. 

CHIA NSW also supports the use of State Environment Planning Policy no. 70 – Affordable Housing 

(Revised Schemes) as the principle mechanism for delivering affordable housing through the planning 

system in NSW. 

SEPP 70 provides a framework for local councils to design affordable housing contribution schemes 

which ensure development remains viable and delivers affordable rental housing for communities. 

The inclusionary zoning mechanism in the City of Sydney’s affordable rental housing scheme established 

under this SEPP demonstrates that this approach does:   

• deliver moderate increases in the supply of affordable rental housing supply 

• not affect the viability of new housing supply developments  

• provide certainty for landowners, developers and the community about the requirements around 

affordable rental housing development contributions  

• reduce use of Voluntary Planning Agreements (VPA) which have had a very limited impact on 

affordable rental housing supply and are not open to community scrutiny or consistently negotiated 

Local councils should be supported by the NSW Government to develop and implement affordable 

housing contribution schemes to ensure there is an affordable component to housing supply across the 

local government area.   
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Providing greater housing choice to balance labour mobility with tenure security 

Registered community housing providers use continuous leases for all social housing tenancies.  This 

reflects our sector’s strong view that a stable and secure home is the best way for an individual to 

improve their social and economic circumstances.  A lack of tenure security is felt most sharply by lower 

income households in the private rental market, particularly in markets where rents are increasing 

rapidly. 

CHIA NSW’s view is that the current residential tenancy laws in NSW do not provide adequate 

protections for renters and do not reflect a balance between tenure security and housing mobility. CHIA 

NSW is part of the Everybody’s Home campaign which includes a plan for making renting fairer.  

Everybody’s Home and CHIA NSW supports the removal of no fault evictions from residential tenancy 

law in NSW.  This provision undermines security of tenure in the rental sector.   

The international experience suggests that a key feature of a fairer rental sector that balances tenure 

security with housing mobility is the scale of institutional investment in the sector.  Institutional investor 

behaviour is not characterised by the short term capital gain approach exhibited by mum and dad 

investors.  Institutional investors oftent seek out long term, predictable and stable returns, such as the 

long term stable rental income of a long term tenant. 

Reforms to grow a build to rent sector in NSW are an important in creating an asset class that 

institutions can invest in.  CHIA NSW’s concern would be that the NSW Government needs to take steps 

to make sure that reforms do not place for-profit entities not subject to the same degree of regulatory 

oversight on an equal footing with not-for-profit community housing providers.  

 

 

                                                           
i https://www.ipart.nsw.gov.au/Home/Industries/Special-Reviews/Reviews/Affordable-Housing/Review-of-Social-
and-Affordable-Housing-Rent-Models 
ii http://communityhousing.org.au/wp-
content/uploads/2019/03/Modelling_costs_of_housing_provision_FINAL.pdf 
iii Pawson, H., Martin, C., van den Nouwelant, R., Milligan, V., Ruming, K., & Melo, M. (2019), Build to rent in 

Australia: Product feasibility and affordable housing contribution, Report, Sydney: Landcom  
iv https://www.ahuri.edu.au/__data/assets/pdf_file/0025/29059/AHURI-Final-Report-306-Social-housing-as-
infrastructure-an-investment-pathway.pdf 
v https://cityfutures.be.unsw.edu.au/research/projects/strengthening-economic-cases-housing-productivity-gains-
better-housing-outcomes/ 

https://everybodyshome.com.au/
https://everybodyshome.com.au/
https://www.ipart.nsw.gov.au/Home/Industries/Special-Reviews/Reviews/Affordable-Housing/Review-of-Social-and-Affordable-Housing-Rent-Models
https://www.ipart.nsw.gov.au/Home/Industries/Special-Reviews/Reviews/Affordable-Housing/Review-of-Social-and-Affordable-Housing-Rent-Models
https://www.ipart.nsw.gov.au/Home/Industries/Special-Reviews/Reviews/Affordable-Housing/Review-of-Social-and-Affordable-Housing-Rent-Models
https://www.ipart.nsw.gov.au/Home/Industries/Special-Reviews/Reviews/Affordable-Housing/Review-of-Social-and-Affordable-Housing-Rent-Models
http://communityhousing.org.au/wp-content/uploads/2019/03/Modelling_costs_of_housing_provision_FINAL.pdf
http://communityhousing.org.au/wp-content/uploads/2019/03/Modelling_costs_of_housing_provision_FINAL.pdf
http://communityhousing.org.au/wp-content/uploads/2019/03/Modelling_costs_of_housing_provision_FINAL.pdf
http://communityhousing.org.au/wp-content/uploads/2019/03/Modelling_costs_of_housing_provision_FINAL.pdf
https://www.ahuri.edu.au/__data/assets/pdf_file/0025/29059/AHURI-Final-Report-306-Social-housing-as-infrastructure-an-investment-pathway.pdf
https://www.ahuri.edu.au/__data/assets/pdf_file/0025/29059/AHURI-Final-Report-306-Social-housing-as-infrastructure-an-investment-pathway.pdf
https://www.ahuri.edu.au/__data/assets/pdf_file/0025/29059/AHURI-Final-Report-306-Social-housing-as-infrastructure-an-investment-pathway.pdf
https://www.ahuri.edu.au/__data/assets/pdf_file/0025/29059/AHURI-Final-Report-306-Social-housing-as-infrastructure-an-investment-pathway.pdf
https://cityfutures.be.unsw.edu.au/research/projects/strengthening-economic-cases-housing-productivity-gains-better-housing-outcomes/
https://cityfutures.be.unsw.edu.au/research/projects/strengthening-economic-cases-housing-productivity-gains-better-housing-outcomes/
https://cityfutures.be.unsw.edu.au/research/projects/strengthening-economic-cases-housing-productivity-gains-better-housing-outcomes/
https://cityfutures.be.unsw.edu.au/research/projects/strengthening-economic-cases-housing-productivity-gains-better-housing-outcomes/
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NSW Productivity Commission (2019) 

Kickstarting the Productivity Conversation 
 

This paper is the Community Housing Industry Association (CHIA) response to the discussion paper issued 

by the NSW Productivity Commission in October 2019.    

 

CHIA is the industry peak for community housing providers across Australia. The industry provides one in 

five of Australia’s social housing properties, complementing public housing. Community housing providers 

manage a $40 billion-plus portfolio of more than 100,000 rental properties, which are home to people who 

are on low and moderate incomes and who find it hard to access affordable or appropriate housing in the 

private market. Our 170 plus members include the largest 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 generally focuses its attention on issues of relevance to our national membership.  While the 

discussion paper concerns NSW, its topic - how to support productivity growth - is one of national 

significance and one in which we and our members have taken close interest. Our response while short 

draws on research CHIA is leading and previously CHIA NSW led to examine the links between housing and 

productivity. 

 

The response first considers an area that we believe has been underplayed in the paper - the link between 

housing and productivity. In the second part we consider the opportunities the paper outlines for housing 

and recommend others that NSW government (in partnership with the Commonwealth Government) could 

take to raise productivity. 

 

CHIA has confined its comments to topics within its field of competency.    

 

Understanding the Link Between Housing and Productivity 

CHIA welcomed the creation of the NSW Productivity Commission and its remit to drive improvements in 

productivity. The SMH article (Wade 2018) written on its establishment noted that ‘the new high-powered 

advisory body will be charged with tackling some of the state’s most pressing challenges including the 

recent deterioration in housing affordability and cost-of-living pressures’. While our organisation and 

others operating in the housing and homeless sectors have long argued that unaffordable housing 

contributes to rising homelessness, increased rental stress, and poor social outcomes, we now have 

evidence that too expensive housing costs also have negative productivity consequences.  

In section 8, the paper acknowledges that the benefits arising from agglomeration can threaten the 

anticipated productivity benefits citing ‘road congestion, more crowded public transport, more intense use 

of public land increased pollution and greater scarcity of land’ as problematic. For the reasons outlined 

above CHIA expected the discussion paper to also include extensive consideration of housing 

unaffordability and its impact on productivity. 

There is a growing body of research to demonstrate the links between housing and economics and how 

each impacts on the other, including 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 on behalf of a partnership that has included NSW Government agencies, the private and not for profit 

sectors commissioned Maclennan via City Futures Research Centre (CFCR), UNSW to dig deeper into the 

subject. 
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The first of two reports ‘Making Better Economic Cases for Housing Policies’ suggested that housing’s 

weighty economic role is largely ignored. Two categories of productivity impacts were identified. 

Constrained Human Capital 

• the mismatch between housing and jobs and 

resulting in poor access to jobs, lower labour 

participation, health impacts on performance and 

less labour mobility. 

• high housing costs leading to lower living 

standards with affected households also being 

frequently located within specific neighbourhoods 

thus compounding the disadvantage. These lower 

living standards being manifested in poorer 

educational attainment, health and wellbeing 

outcomes. 

The impact of high prices and rents on consumption, 

savings and investment.  

The housing boom has:  

• encouraged investment in lower productivity 

industries,  

• locked up capital that has added little to growth 

and productivity but adds to rentier returns that 

constitutes a major distortion in the functioning of 

the economy that has both federal and state 

implications. 

• increased instability, as rising housing wealth 

results in increased consumption, and this is likely 

to be pro-cyclical spending that raises the 

amplitude of metropolitan economic cycles. This 

will increase instability and reduce productivity. 

• There is likely to be a much more significant, and 

negative, effect on consumption when rising 

housing costs capture a disproportionate share of 

disposable household income. 

In the second report ‘Strengthening Economic Cases’ the primary aim was to model how housing outcomes 

impact economic growth and productivity, with a particular focus on the Sydney metropolitan area. The 

productivity modelling exercise was based on an Economic Impact Assessment (EIA) which revealed strong, 

positive productivity effects from investing in better housing outcomes over a 40-year timescale that 

reduce commuting times and extend access to a wider set of labour market opportunities. The key results 

are outlined in the box above.  

The results show significant direct, or 
‘first round’, productivity impacts 
across the city:  

$2.26B (NPV) in travel time savings, 
of which $1.129B is used for travel-
to-work journeys and increases the 
supply of labour;  

$17.57B (NPV) in human capital uplift 
in terms of added household incomes 
associated with better job choices as 
a result of investing in affordable 
housing in more accessible locations. 

Indirect, or ‘second-round’, effects 

that arise from these major first 

round gains are also substantial and 

are estimated at $1.36B (NPV) for 

travel time savings to be available for 

productive work and $12.23B (NPV) 

gains from more efficient labour 

market matching.  

These direct and indirect benefits are 

estimated to come at a cost to 

government of $7.27B (NPV)- the 

cost of investing in the required 

affordable housing. 

HOUSING AND PRODUCTIVITY 
IMPACTS 
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The weight of productivity gains identified suggest an economic performance impact that compares very 
favourably to most other infrastructure investments, including transport investments.  

Due to limitations in modelling capability these gains do not include the economic impacts arising from the 
housing cost burden experienced by many renters, and newer owners. The report authors estimated that 
the excess of rent payments over a 30% contribution averaged just under $6000 per household p/a, 
amounting to $1.8B p/a for NSW and absorbing an estimated $1.4B of Commonwealth rent support. 

There remains much scope to develop wider and deeper insights on housing and productivity impacts, and 

to get to grips with how better housing outcomes affect the trajectories of the lives of individuals and the 

long term wealth of cities. CHIA in collaboration with CFCR and other partners is putting together a housing 

and productivity consortium to promote and deliver research in this area. We are holding our next meeting 

in Sydney on 11 December and if this of interest the NSW Productivity Commission is welcome to attend.  

In summary our view, is that this evidence of housing system under-performance cannot be ignored. We 

recognise that later in the section the authors acknowledge that the planning system and government 

regulations could be adjusted to facilitate more ‘affordable housing’. Our argument is that a clearer 

appreciation of the links between housing and productivity would do three things: 

• Articulate the productivity benefits that will ensure from well-located and designed housing. 

• Lead to a broader consideration of the action Government could take to alleviate housing 

unaffordability (acknowledging that the solutions for tackling housing unaffordability are linked to 

household incomes and the feasibility of a market response).   

• Enable a conversation about the relative merits of investing in housing compared to other forms of 

infrastructure. 

 

Planning for the Housing We Want 

Section 8 as we noted earlier identifies a number of housing impacts on productivity. These are 

predominantly concerned with the human capital implications from larger numbers of households being 

accommodated in insecure private rental housing often at long distances from employment hubs. These 

impacts will be compounded by the high housing costs prevalent in NSW which disproportionately affect 

low income households.  

The scale of the housing affordability challenges facing lower income households is clear. The Productivity 

Commission in its recent report ‘Vulnerable Private Renters: Evidence and Options’ drew attention to the 

fact that two thirds of the more than 1 million low-income households who rented in the private market in 

2018 spend more than 30 per cent of their income on rent - with many spending much more than this.  

Furthermore, almost half of these households in rental stress are likely to remain stuck in this situation for 

at least five years. 

CFRC estimated in its report Filling the Gap, that in 2016, there was a shortfall of over 200,000 homes in 

NSW affordable to households in the bottom two income quintiles. Factoring in projected household 

growth to 2036 the authors estimate an additional 320,000 homes will be needed to meet the needs of 

these lower income households.  

In assessing the proposals put forward by the paper to address the negative productivity impacts outlined, 

CHIA agrees that enhancing tenant security by reforming rental laws and/or by restructuring the rental 

market in favour of institutionally-funded housing (Build to Rent) is desirable. 
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There may also be merit in considering modifications of building regulations to allow for smaller well-

designed units, providing in the process, quality is not compromised. The unpublished study commissioned 

by the previous UrbanGrowth NSW from UTS researched models in Australia and internationally and should 

provide material on which an informed discussion can take place. 

We also recognise that the transport improvements that the NSW Government has and continues to invest 

in will also deliver productivity benefits. However, for many lower income households the cost of transport 

needs to be considered in combination with rents or mortgage payments. The City of Vancouver undertook 

research into how housing and transport costs combined made what appeared to be lower cost housing 

areas very unaffordable. The study is no longer available via the web but CHIA can make material available 

should this be of interest.    

Taken together however the proposals as outlined will do little to address the economic / productivity costs 

arising from housing unaffordability. Given the evidence that now exists that expensive housing has 

economic as well as social costs CHIA believes that the government should support the expansion of social 

and affordable housing in areas with good access to jobs and services. 

While the report considers planning reform it is silent on inclusionary zoning although an exemplar 

inclusionary requirements scheme has operated in the Ultimo Pyrmont and Green Square redevelopment 

areas in Sydney for over 25 years and, the NSW Government has amended legislation to allow any Council 

in NSW to apply for permission to introduce inclusionary requirements.  Mandating the development of 

sub-market housing where land increases in value simply from a government decision to re-zone or up-

zone is a cost effective mechanism to assist in meeting affordable housing needs. Government should clear 

the barriers that have, until now, prevented the realisation of the inclusionary zoning framework originally 

proposed by the Greater Sydney Commission in 2016 but which – more than three years later – remains 

undelivered. 

Beyond planning reform, the extent to which housing unaffordability is impacting on Sydney’s economic 

productivity - highlighted earlier – justifies far more government intervention. This could take the form of 

turning the Social and Affordable Housing Fund into one that provides regular recurrent opportunities and / 

or providing government land via (for example) long term peppercorn leases to community housing 

providers to make development of low cost housing feasible. 

The CFRC modelling study mentioned above demonstrates that the costs to government of investing in 

affordable housing are more than offset by the productivity benefits. In addition, CHIA’s submission to 

Infrastructure Australia’s 2019 Audit authored by Dr C Nygaard at Swinburne University provides evidence 

of the multiple ways in which the provision of secure high quality affordable rental housing can lead to less 

expenditure on other public services and at the same time, through better health and educational 

outcomes, improve productivity. 

CHIA looks forward to the production of the Green Paper and to participating in further consultation. 
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