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1 Introduction

Housing policies need to address current and projected problems. As described in our paper on
housing prices, causes and outcomes (Abelson and Joyeux, 2025), in the 10 years from 2015 to 2025,
average house prices rose in real terms (i.e. after allowing for inflation) by 29% and average unit
(apartment) prices rose in real terms by 10%. These increases were much higher than average
household disposable income per capita which flat-lined, with only a 2% increase. On the other hand,
real net household net wealth per capita (excluding residential land and dwellings) rose by 35%.

Drawing on ABS rent data for the CPI, between 2015 and 2025, real rent payments fell by 7%. In major
contrast, Cotality reported that, over these years, rents based on new listings rose by about 15% in
real terms (ibid.).

Abelson and Joyeux (ibid.) identify three sets of major problems. (i) In recent years, home ownership
for people under 55 has fallen significantly principally because of the deposits required for home
purchases, but also due to household income and wealth inequalities. (ii) Drawing on ABS CPI data,
and inclusive of government support, rents for existing tenants have been a relatively constant
proportion of income for most renters for the last 10 years. But reflecting household income
inequalities, about 40% of low- to medium-income households are paying over 30% of their disposable
income in rents. And (iii) ongoing chronic homelessness problems need to be addressed. In 2023-24,
almost 280,100 clients (1.1% of the population) were assisted by specialist homelessness agencies.

Importantly, housing is a national issue. Housing prices and rents have risen broadly comparably
across the cities and regions, albeit with some minor differences. When prices or rents fall in one
location and not in others, this reflects a relatively downgraded economy and/or environment. If
prices fall and the relative economy and environment are unchanged, household movements restore
previous house price relativities. Indeed, if housing prices were to fall substantially in Sydney, without
significant city degradation, and not in other cities, more people would stay in, or move into, Sydney
and the average (mean and median) house price in Australia would rise!

To address these home ownership and rental issues, and homelessness, this paper assesses five major
sets of housing policies in separate sections for their efficiency and equity impacts.

e Housing supply.

e Taxation of housing.

e Regulations of the housing market.

e Government support for low-income households, for renting and owning homes.
e The provision of public and community housing.

We also comment briefly in a further section on two other national issues, migration and the
increasing concentration of the national population in the major cities, that may be held to have some
responsibility for high housing prices and rents.

The concluding section summarises our findings regarding policies for dealing with housing prices,
rents and homelessness. Our paper supports a combination of policies rather than a single policy.



2 Increasing the Supply of Housing

The most cited cause of rising housing prices is lack of housing supply. Correspondingly, the common
solution is to build more houses. Thus Coates (Housing Director, Grattan Institute, 2025) wrote: “The
heart of the problem is the fact we just haven’t built enough homes to meet the needs of a growing
population, especially homes in places where people most want to live”. Other leading commentators
on housing have expressed similar views. Alan Kohler (2023, p.78): “Most of the effort (to reduce
house prices) needs to go into increasing the supply of housing”. The National Housing Supply and
Affordability Council (2024, p.4): “The housing system’s inability to supply sufficient housing that
meets the population’s needs is the primary reason for worsening affordability”. Andrew Leigh (2025)
and Mathew Maltman (2025) also strongly support this view.

In this discussion, we start with proponents of increased housing supply and how, in their view, this
should be achieved. We then discuss some cautionary points, why this is not happening, and why it
is likely to have a modest impact unless delivered specifically to help low-to-moderate income
households.

The Grattan Plan (Coates et al., 2025) typifies this general approach albeit in an extreme way:

“First, three-storey townhouses and apartments should be permitted on all residential land in capital
cities. This would unlock capacity for more than 1 million homes in Sydney alone that could be
profitably built today. More land around transit hubs should be upzoned for higher-density of at least
six storeys. And heritage protections that cover much inner-city land should be reviewed to allow
more housing. Second, planning application processes should be simplified to offer home builders
certainty and reduce costs. Developments of up to three storeys that meet clear standards should not
need a planning permit. Larger developments that meet pre-set criteria should be assessed via
‘deemed-to-comply’ pathways. Third, the governance of planning systems should be improved, so
that restrictive rules that prevent more housing face greater scrutiny. Modest-density developments
(i.e. up to three storeys) should be able to get certified as ‘complying’ instead of needing a planning
permit. There should be a ‘deemed-to-comply’ pathway for higher-density developments."

Relatedly, state and local government should relax planning controls that prevent density. They should
“(1) Adopt a Low-Rise Housing Standard, which permits three-storey townhouses and apartments on
all residential-zoned land in capital cities, with no minimum lot sizes. 2. Adopt a Mid-Rise Housing
Standard, which permits at least six-storey developments on all residential-zoned land within walking
distance of transit hubs and key commercial centres. 3. Identify and upzone other high-demand
locations for even higher densities, including land in and around the CBDs of capital cities. 4. Review
systems of heritage and character controls to allow more housing in high-demand areas. Improve
consistency and certainty in approval processes 5. Modest-density developments (i.e. up to three
storeys) should be able to get certified as ‘complying’ instead of needing a planning permit. 6. There
should be a ‘deemed-to-comply’ pathway for higher-density developments.”

Coates et al. (ibid.) claim that these reforms could lift housing construction by an average of up to
67,000 homes a year, which over a decade could cut rents by 12% and reduce the cost of the median-
priced home by more than $100,000.

The view that restrictive land-use planning regimes are the key driver of low productivity, the shortage
of housing and rising housing costs is widely held, (eg. Leigh, 2025; Maltman, 2025). In the words of
Peter Tulip (2024, p.1), a long-time advocate of major house planning reform: “The fundamental cause
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(of housing unaffordability) is that planning restrictions limit supply, driving up price and rents”. And
as Maltman (ibid.) and others have cited, major planning changes in Auckland (NZ) enacted in 2016
led to substantial increases in construction productivity in the order of 30%, and significant reductions
in housing prices.

However, as discussed below, the view that housing price inflation is largely due to lack of housing
supply and can, and should, be dealt with by major relaxations of planning regulations is over-
simplified and contentious. In the 2000s, the national housing supply has generally matched
population growth, except in the two years post-Covid when net immigration hit record levels. As
shown in Abelson and Joyeux (2025, Table 8), from June 2000 to March 2025, the national housing
stock rose by 45.6% and the population of Australia by 44.0%. In the 10 years from June 2015 to March
2025, the housing stock rose by 17.5% and the population by 16.5%.

Also, as shown in Abelson and Joyeux (2025), given the generally stable relationship between housing
supply and population, the key drivers of house price inflation over the last 25 years have been the
lower interest and related borrowing rates, higher household income and wealth, along with
significantly higher quality housing (which has increased prices by at least 1% a year). Certainly, many
studies, including ours and Saunders and Tulip (2019, have found that a 1% increase in the housing
stock reduces housing prices by around 2.5%. But this needs perspective. With 11.4m. dwellings
nationally, increasing annual supply from say 175,000 dwellings to 220,000 for say 5 years, would
increase the national housing stock by 225,000 dwellings, about 2%, and reduce average house prices
by about 5%.

Given this context, the paper discusses current housing targets and three major housing supply issues:
land use planning, development approval processes, and construction industry productivity, and draw
conclusions on the impacts on housing supply and prices. Social housing is discussed in Section 6.

Under the National Housing Accord drawn up in 2022 and revised in 2023, Australia’s governments
aimed to achieve 1.2 million new homes in the five years 2024-28.1 This would be an average of
240,000 homes a year, compared with an average of 173,000 a year in the last five years, in total an
increase of 335,000 homes, or 3% of the national housing stock. Although the Commonwealth
Government committed $1.5bn to state, territory and local governments to fund projects through the
Housing Support Program to improve planning capability and deliver enabling infrastructure such as
roads, water and power, this target is unlikely to be achieved. The National Housing Supply and
Affordability Council (2024, p.7) predicted that the Accord'’s five-year target would be missed by about
250,000 dwellings, that is by over 50,000 a year. In 2024-25, only 175,000 new dwellings were
constructed.

What drives this difference? The most widely cited cause is land use planning restrictions (eg: Coates,
2025; AFR editorial, 18 July 2025). This is, in turn, often attributed to unreasonable opposition by local
residents, often described as NIMBYs, to medium and high-density housing.?

But land use planning that meets quality benefit-cost standards is complex (see for example the report
by the Centre for International Economics, 2016). Housing prices reflect the private benefits of
housing. But housing development has many potential costs, including infrastructure needs,
environmental impacts, and third-party disamenity costs. Infrastructure costs include energy, water,

" Delivering the National Housing Accord | Treasury.gov.au.
3 NIMBYs - ‘Not in My Back Yard’ persons.


https://treasury.gov.au/policy-topics/housing/accord

sewage and transport, and sometime provision of education and health care services. Third-party costs
may include: two or more years of construction disamenity, loss of green space, noise, overshadowing,
loss of views and traffic congestion. Crude land use planning (Low and Mid-Rise Planning) in NSW
legislated in February 2025 to allow apartment blocks of up to 8 storeys anywhere within 400 metres,
and up to 6 storeys within 800 metres, of 171 “town centres” without providing any definition of a
town centre and without due consideration of the costs, palpably fails quality benefit-cost standards
for planning. The Coates et al. (2025) recommended one-dimensional planning changes with no regard
of the complex costs would likewise fail these planning standards.

A related controversial planning policy is “inclusionary zoning”. As Murray and Phibbs (2025) point out,
the NSW In-fill Affordable Housing density bonus scheme provides property owners with up to a 30%
extra density in exchange for providing up to 15% of the project’s dwellings as “affordable housing” at
20% below market rent for 15 years. But new units almost always rent for 20% or more than
established units. The rents in these “affordable” units are rarely affordable to low-income households
in most need of housing support. Rather, the benefits of “affordable housing” generally accrue to
medium-upper income households. And the developer profits from the extra build rights far exceed
any benefits to low-income households. Other issues arise with management. One is the rent to be
paid if tenant income increases. The second is the rights of tenants to sub-let the property. Sub-letting
is efficient because it increases utilisation of dwellings. But it creates problems for household income
criteria.

On the other hand, substantial land in Australia is under-utilized and could be converted to housing.
For example, the Commonwealth owns 3 million hectares of military land, much of which is underused.
Religious bodies are another major landowner, often with low land use, fully exempted from land tax
for land used for religious purposes. Millar et al. (2018) reported that, across 36 municipalities in
Melbourne, the Catholic Church had land and buildings worth around $7 bn in 2016. Extrapolated
nationally, and forward to 2025, the Catholic Church likely owns property today worth around $40bn
across Australia, exempt from almost all forms of taxation. The Anglican, Baptist and Uniting churches
are also major landowners often of low use land.

Two other Sydney examples of land with major property rights and land tax concessions but arguably
lower net social value than housing. One example, Sydney hosts four major horse racecourses. In 2025,
the NSW government offered the Australian Turf Club $5.0bn for the 90 hectare Rosehill Gardens
Racecourse in Western Sydney, which hosts about one horse race a week, with a plan to produce
25,000 dwellings (an extraordinary 277 dwellings per ha). But that was not enough for the racecourse
owners.®

Second example, in the Eastern suburbs of Sydney, there are thirteen equivalent 18-hole golf courses
which, with related facilities, each occupy around 80 hectares of land, but pay little land tax. This is
quite exceptional anywhere in the world within 10 km of a major city centre. At a modest medium
density figure of, say, 40 dwelling units per hectare, this represents around 3,200 homes per golf
course. With land values per dwelling conservatively around $1.5m for modest density in this high-
value part of Sydney, each golf course has a residential land value in the order of $4.8bn.

4 ABC News (2018) estimated the Catholic Church in Australia held property and assets worth over $30 billion,
based on land registry and property valuation records across various dioceses.

5The land value of the 82 ha Royal Randwick Racecourse in the middle of the affluent Eastern suburbs of
Sydney, which also hosts about one horse race per week, would be many times higher.
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Two other potentially efficient housing policies appear underutilised. One would be to allow more
subdivisions of existing housing, notably to allow granny flats. The other would be more conversion of
underused offices into housing.

In summary, land use planning needs to consider more land use development options and to address
rigorously the benefits and costs of these planning options. In many areas, inclusionary zoning with
“Affordable Housing” addresses developer profits but does not meet the needs of low-medium income
households.

Turning to the development approval (DA) process, there are three main issues: the time taken to
obtain a DA, meeting DA approval conditions, and the certification process. Minor developments,
typically described as Exempt and Complying Developments, generally do not require a DA (or
community consultation).

Developers typically view the DA process and approval conditions as time consuming and costly. The
National Housing Supply and Affordability Council (2024) concluded that the planning approval
process has a ‘strongly adverse’ impact on housing supply, observing ‘Poor drafting of statutory
planning rules typically leaves too much room for discretion in interpretation, leading to delays and
disputation in the development application process.’

Doubtless this is the case sometimes. But the concern about the time taken for DAs needs to be putin
perspective. Nationally, DAs average around 4 months. Given a typical five-year development process
(from start to finish) for a major 3-storey or more development, saving one or two months on the DA
would have little impact on the overall timing and cost of the development. And community
consultation is an essential part of most approvals.

Developers also report bottlenecks after DAs have been approved, including the need to meet
“onerous DA conditions” and challenges engaging councils and state agencies. On large housing
estates, this can significantly stretch out the development process. While doubtless some
improvements in this process can be achieved, major relaxations would almost certainly be to the
detriment of local communities. And the private certification process that exists across most of
Australia, where developers hire their own certifier for their work, is a licence for inefficient, unsafe,
developments and a potential cause of corruption that should be rectified.

A related issue is developer contributions set by local councils for provision of local infrastructure. But
the reality is that housing sells at market prices. When housing supply is fixed, variations in developer
charges change the value of the land. Developer charges do not affect the price of new houses unless
they change the supply of new housing or the quality of infrastructure provided.

The second critical issue is the productivity of the construction industry. The Productivity Commission
(PC, 2025) found that over 30 years:

* The number of dwellings completed per hour worked by housing construction workers had declined
by 53%.

* And gross value added per hour worked — a measure that controls for quality improvements and
increases in the size of housing — had declined by 12%.

Relatedly, the PC (ibid.) found that the average time to complete a single detached house in 2023-24
was 10.4 months, up from 6.4 months a decade earlier. And the average time to complete a block of
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new apartments (in NSW, Victoria and Queensland) had risen from 18.5 months to 27.8 months. And
according to the ABS, at June 2024, about 37,000 dwellings had been approved but not commenced.®

The PC (ibid.) attributed this low productivity to numerous industry and workforce issues, including:

e Lack of scale, with the average residential building construction firm having only two employees
and relatedly high use of sub-contractors.

e Low apprenticeship uptake and completions, due to stagnating apprenticeship commencements
and completions, and restrictive and inflexible training pathways for trades.’

e Regulatory settings causing low labour mobility, including inconsistent occupational licensing
accreditation requirements across jurisdictions and limited pathways for migrants to join the
construction workforce.

e Competition for labour from public infrastructure projects in recent years.

e Lack of innovation, including low use of prefabricated homes.

In the first quarter of 2025, just 10,165 people completed an apprenticeship — the lowest in a decade
outside the pandemic.

On the other hand, prefabricated housing components, particularly with robot assisted automation,
can be manufactured quickly, be higher quality, and produced throughout the day unaffected by
weather. Tradespeople can work in one location on multiple components and dwelling units at a time.
Despite these benefits, use of prefabrication is low in Australia. According to Prefab AUS (2023), less
than 5% of total construction (not just residential) is prefabricated.

The PC (ibid.) also noted that the National Construction Code, while sound in principle, has grown to
over 2,000 pages.

Relatedly, currently, each year there are about 190,000 permanent arrivals and several hundred
thousand temporary arrivals (mainly students). Of these, the share that work in the construction
trades (e.g. plumbers, carpenters, bricklayers etc.) is small. Only about 1,500 of these arrivals have
temporary work visas in construction trades. The Construction Industry Training Board 2023-2024
Report found that 8 out of the top 10 most-employed occupations in construction are experiencing
shortages, including electricians, carpenters/joiners, plumbers, tilers, etc. To address these issues,
the PC (ibid.) recommended training reforms, targeted recruitment to grow the local workforce
including female participation and more overseas workers, reducing the regulatory burden,
streamlining and speeding up approval processes, supporting innovation and improving workforce
flexibility. These require major changes to the industry, but there are also major cultural issues to
deal with and they will not be quick reforms.®

Another potentially critical and related issue is the allegedly high level of corruption and disarray in
the building industry, and notably in the Construction Forestry and Mining Employees Union (CFMEU),

8 ABS, Building Activity, Australia, June 2024.

7 AFR, 14 October 2025. In the first quarter 2025, only 10,169 people completed an apprenticeship in
construction skills. The was the lowest number in 10 years outside Covid and 38% lower than in the same
quarterin 2015.

8 An experienced German engineering colleague attributes the shortage of “tradies” in Australia to the Anglo-
Saxon culture of professionals v “tradies”, unlike the more respectful culture to “tradies” in Germany. For support
of this view, see Diversity Report (2025) by D’Almada-Remedios et al.
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at management and workforce levels. Over the last two years, the CFMEU has faced extensive and
credible corruption allegations—ranging from criminal infiltration, violence, intimidation, bribery, and
financial mismanagement. Multiple government interventions, legal actions, and widespread public
scrutiny signal one of the most significant union-related scandals in Australia in recent years.® This
almost certainly affects productivity.

In summary: Constructing 220,000 dwellings per year over 5 years 2025-29, instead of the recent
175,000 a year, would add 225,000 dwellings to the current 11.4m housing stock. This would add
around 2% to the housing stock and, drawing on the modelling studies cited in Abelson and Joyeux
(2025), would reduce average house prices by around 5% over 5 years. To have greater impact on
housing affordability, the housing would need to directly address low- income household needs.

But increasing annual housing completions by 25% faces major challenges, notably quality land use
planning and administration, including transport and environmental planning and community
consultation, the low capacity and productivity of the construction industry (including streamlining
pathways to skilled migration for scarce skilled trades workers), and relatedly substantially reducing
corruption in the building industry.*®

Realistically, if around 200,000 dwellings per annum are achieved, over five years this would add
125,000 dwellings, increase the housing stock by slightly over 1%, and reduce housing prices in real
terms by around 3%.*

3 Taxation and Housing
In this section, we discuss the three major tax policies related to housing and the case for change:

e (Capital gains tax.
e Negative gearing.
e Housing transfer taxes (stamp duties) versus land taxes.?

Capital gains taxation (CGT) and negative gearing are national policies, with national implications. And
CGT raises wider implications beyond housing. On the other hand, housing transfer and land taxes are
generally state or territory responsibilities, so caution is needed about national generalisations. Also,
the impacts of policy changes depend heavily on the nature of the changes. So quantitative conclusions
must be made conservatively.

9 Various media investigations, especially the joint “Building Bad” series by 60 Minutes, The Age, The Sydney
Morning Herald have revealed deep infiltration by bikie gangs and criminal figures into CFMEU’s ranks,
particularly in the construction division. Underworld-linked individuals reportedly held delegate roles in key
infrastructure projects like Victoria’s Big Build program. An interim report by barrister Geoffrey Watson SC
described a “cycle of lawlessness” where violence, threats, and criminal behaviour had become normalised
inside the union.

%1n June 2024, KPMG reported that construction of over 34,000 housing approvals had not started (Australian
Construction Sector Crunch Stalls New Home Program).

" These conclusions are strongly supported by a quality paper by Professor Nygaard (2025), just published,
that | received from the author 24 hours before I finalised this paper.

2 Taxation of second properties is discussed in the next section.
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Capital gains tax: There are two major CGT issues with respect to housing. One is the exclusion of
primary homes from CGT. The second is the rate of the CGT on second homes and investment
properties.

The exclusion of CGT from primary homes encourages investment in own homes relative to other
assets and increases the capital value to imputed income ratio, thus potentially increasing demand for
housing and significantly increasing housing prices. Abelson and Joyeux (2007) estimated that this CGT
concession amounted after tax to $7.2bn per annum. Allowing for about 180% inflation in house prices
since then, this would equate to around $20bn in 2025. However, the case for introducing CGT on own
homes is weak. There would be considerable practical issues where homeowners had renovated their
homes, often more than once. It would discourage housing sales and household movements. And land
taxes (albeit they are not full property taxes) are a good practical alternative. A CGT% on own homes
is rarely discussed in Australia and appears rarely employed in other countries.

Turning to the more discussed issue of CGT on second homes and rented housing, as from December
1999, CGT has been levied on 50% of the capital appreciation. This is widely regarded as a concession
to capital. In his 2023 Quarterly Essay, Alan Kohler (p. 52) wrote that “The Howard government cut
capital gains tax by 50 per cent on 23 December 1999.” This is a common misconception. In 1985, the
Commonwealth government, under PM Keating, introduced a CGT on 100% of real capital gains.
Inflation was not taxed. Since 1999, when real gains in housing values outpace inflation, with the new
policy, CGT falls. From 2000 to 2025, average real house prices rose by 114% and the CPI by 84%.
Certainly, over some periods, nominal house prices rise by more than double real gains and CGT has
fallen following the tax change. But it is seriously misleading to describe the 1999 CGT change as a
major tax concession.

Be that as it may, at the 2019 election the ALP proposed to halve the CGT discount to 25% for assets
held longer than 12 months. Although not popular with voters in 2019, the proposal has some strong
supporters, including Kohler (2023 p. 78).

Halving the CGT discount would reduce the after-tax return on investment properties, leading to less
investor participation in the housing market and a fall in the supply of rental properties. This could lead
to upward pressure on rents, but also to lower house prices. Owner-occupiers may find it easier to
purchase homes. However, this shift may not fully compensate for the fall in rental property supply.

Quality modelling by Singh et al. (2025) finds that halving the CGT discount would result in average
rents rising by 2%-4% on average over a few years, under the assumption that landlords fully pass cost
increases on to tenants, unless offset by significant supply-side interventions. The effect would be
higher in tight rental markets and lower in areas with weaker demand. Warlters (2024) estimated
similar outcomes. If, as seems quite likely, landlords would not pass on the full effects of a 25% increase
in the CGT, the impacts on renters would be at the lower end of these modelling results.

Turning to negative gearing, this occurs when housing investors declare losses from their housing
investments, including interest costs, against other income. This makes property investment more
attractive relative to other assets, such as ASX shares. This loss offset has been a long-established
practice in Australia (and Canada), but it seems not elsewhere. In the UK, rental losses on housing
investment can be carried forward and deducted from rental income when net rental income is
positive, but they cannot be deducted against other income.

In 2019, Labor proposed retaining negative gearing tax benefits only for purchases of newly built
dwellings (to boost housing supply) and only carried forward as in the UK. This would withdraw around



two-thirds of the current tax benefits of negative gearing transactions, leaving around a third of the
tax benefits in place.

Warlters (ibid.) estimated that the current tax benefits of negative gearing account for around 1.0% of
the annual value of residential property transactions, which contributes marginally to higher house
prices driven by investor demand. He estimated that if the Labor proposals for CGT and negative
gearing were adopted, housing prices in NSW would fall by around 1.1% and the investor (rental) share
of the housing stock in NSW would fall from 30.1% to 26.4%. However, the number of new homes built
would also fall by about 3,000 year and this could result in a very small $1 per week increase in median
rents across Australian capital cities.

He also noted that the proposed reforms would boost the Commonwealth budget bottom line by
about $11bn a year. This revenue could be used to support low-income households in buying or
renting, though of course this would drive prices or rents up again.

In another recent quality study, Cho et al. (2024) developed a general equilibrium model to examine
changes to both CGT and negative gearing. They estimated (p.811) that full removal of the capital gains
discount and removing negative gearing would lower housing prices modestly by around 0.4%, and
increase home ownership by 2.6%., but would increase rents by 4.5%. However, they also noted that
the additional tax revenue could be used to assist low-income renters and ensure that they are not
less well-of after some redistribution.

There have been several other studies of the impacts of reducing the CGT concession and abolishing
negative gearing. While the results are sensitive to assumptions, including the recycling of the extra
revenue, they are mostly in the same ballpark as the papers cited above. Daley and Coates (2016)
found that removing negative gearing and halving the capital gains tax discount would have little long-
term effect on rents; prices could fall by around 2%. The Australian Treasury (2019) found low impacts
on rents and modest (1-4%) fall in prices, with likely effect also around 2%.

On the other hand, Adept Economics (2025) found that removing negative gearing and halving the
50% CGT discount would significantly reduce the return on investment (ROI) in property for investors
and result in a significant reduction in the supply of rental properties, which could push up rents by
10%.

Our take on these studies is that reforming negative gearing (allowing losses to be carried forward
against future property gains) and reducing the CGT discount to 25% would likely reduce the investor
share in the market by 2-3%, reduce house prices by an order of 2%, and increase rents by 2-3%. These
effects are small relative to other major drivers of housing prices, namely interest rates, population
and income growth, and housing supply.

Housing transfer taxes and/or land taxes. Transfer taxes, commonly described as stamp duties, are
applied to the property price when ownership changes. Land taxes are typically applied annually and
based on the land values of the property. Although often described as taxes on unimproved land
values, they are generally applied to improved (serviced) land values. Both are state taxes. But they
are fundamentally different: one applying to property values and the other to land values.

Of course, state governments could levy both stamp duties and land taxes. But, applying both to the
same property could be viewed as double taxation. It may also be noted that many local councils levy
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rates based on land values. Thus, state land taxes would, in many cases, represent some double
taxation.

Starting from scratch, choosing between stamp duties and land taxes is a clear choice. Stamp duty is
an inefficient tax and is poorly targeted with respect to household wealth. A land tax, ideally an annual
impost on the unimproved value of land, is notoriously more efficient (with a low deadweight loss)
and equitable.

Stamp duties have high economic and welfare costs. They deter initial home ownership. They also
discourage transactions (turnover), including downsizing, and thus create inefficient use of housing.
And they discourage people from moving to housing that better suits their needs and to better jobs.
Formally these costs are reflected in an estimated dead-weight loss (DWL), an economic loss for which
there is no offsetting benefit, also known as the marginal excess burden (MEB) of taxation. Estimates
of the DWL of stamp duties vary from 30 cents to 90 cents per $ of tax raised. The Australian Treasury
(2016) cited work in-house by Cao. L. et al. (2015), which estimated a DWL = 0.72. Stamp duties are
also unfair. They penalise people who are more mobile, typically younger people.

On the other hand, land taxes have little effect on the demand or supply of housing (on buying, selling
or moving). They have a low DWL in the order of 0.10 (Australian Treasury, 2015). Thus, in principle, a
move from stamp duties to land taxes would be efficient and fair. But this would depend on how the
move is achieved.

Estimating the effects of a move from stamp duties to land tax across Australia is tricky as stamp duties
vary across the states. In NSW, first-time home buyers do not pay stamp duty on homes up to $800,000
and receive concessions on homes up to $1.0m. In Victoria, stamp duty exemption applies on up to
$600,000 and at a reduced rate to $750,000. South Australia provides first-home buyer stamp duty
relief for new homes and vacant land with no property value limits. And the transition process from
stamp duties to land tax is complex and variable.

But the benefits of transition from stamp duties to land tax are widely recognised to be considerable.
In principle, a tax on an inelastic resource, land, is more efficient than a tax on construction. Daley and
Coates (2015) estimated that abolishing stamp duties in all states and replacing them with a broad-
based land tax could add $9bn a year to GDP. Using a spatial general equilibrium model for Australia,
Chang et al. (2025) estimated that replacing current stamp duties on residential property with a broad-
based annual land tax would generate a huge welfare gain of about 3.6% of aggregate welfare, mainly
from better labour allocation (the productivity channel) rather than just housing market distortions.

These are substantial efficiency gains. However, removing stamp duties would have only a small impact
on the total payments (prices) for housing. Although buyers formally pay the stamp duty, the burden
of the duty is mainly on the sellers. Suppose realistically that housing demand elasticity (rns) = 1.0 and
housing supply elasticity (ns) = 0.3, home sellers bear 77% of the cost of the stamp duty, via a lower
price than they would otherwise get, and house buyers bear 23%.'* Thus, abolishing stamp duty would
push up housing prices by a substantial proportion of the stamp duty that had been abolished.

13 As one reviewer commented, in New Zealand, where there is no stamp duty, there are more housing
transactions and investor trades.
1% The impact on the consumer (buyer) = APS/S = ns / (na + ns) = 0.30 / (1.0 + 0.30) = 0.23 = 23%

The impact the seller = AP*/S=nd4/ (na +ns) =1.0 /1.0 + 0.30) = 0.77 = 77%
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However, despite the small benefits of lower stamp duties to house buyers, Warlters (2024) found that
replacing stamp duty with a land property tax could increase the share of Australians owning their own
home from 67% to 70% in the long term.

But moving from stamp duty to land tax raises three problems. One is timing. It would be unfair to
impose land taxes on households who have recently bought homes and paid a lot in stamp duty.
Second, a move from stamp duties to land tax could create substantial revenue shortfalls for the state
governments in the short run.' Third, with land taxes, house owners would pay a higher tax, often
much higher, than would owners of apartments of similar value. This would encourage efficient use of
land, which is a major purpose of land tax, but it could be viewed as an unfair change.

There are two main approaches to switching from stamp duties to land tax: incremental and
immediate. With an incremental approach, stamp duties switch to land tax when a new housing
purchase is made. This was the approach adopted by the ACT Government in 2012—-13 when it started
a 20-year plus program to replace stamp duties with land taxes. New owners pay a combination of
lower stamp duty rates and land taxes, which respectively fall and rise annually over time. The phasing
was designed to avoid a sudden revenue shock and to give households time to adjust. The ACT is now
over half-way through this reform. But progress is slow and it is quite likely that the ACT will experience
a messy hybrid system for many more years. This approach attempts to resolves the revenue problem,
but it does not fully resolve the disincentive to buying or moving house (and the related DWL). And it
creates major annual tax differentials between new and older owners of properties.'®

The immediate approach, promoted by Breunig (2020, 2023) is to implement, from the start, a
comprehensive land tax on all properties, but to give credits to property owners who have purchased
housing in recent years. These property owners could also defer payment of land tax accrued during a
“transition period” of up to 20 years or until the property changes hands. During this period, deferred
land tax would accrue interest at the RBA 90-day bank bill rate. When property is transferred after that
period concludes, all property owners must pay land tax as it is incurred.

This approach aims to address the concerns of property owners who have already paid stamp duty.
And if they have limited means to pay more tax, payment is deferred until they have the means to pay.
It also aims to addresses the funding issue facing governments and to alleviate the collapse of property
tax receipts in a more gradual approach. “Deferred” land tax becomes an asset against which
governments can raise credit.

What are the main efficiency effects, impacts on housing prices, and administration costs of these
options? Land tax would provide potentially significant gains in size of household use (occupancy),
household location, and economic productivity. An indirect advantage of moving to land tax is that it
would be easier to extend applications to some privileged landowners (sporting, religious and other
entities) sitting on billions of dollars of land, who are largely exempt from both stamp duty and land
taxes.

However, the changes would likely have a limited effect on housing prices. As discussed above, the
sellers (not the buyers) bear most of the cost of stamp duties. But, in so far as the stamp duty would

5 To allow for the lower revenue from land tax on units, in NSW, local councils are allowed to raise up to 50%
of their residential revenues with an equal cost per property with the balance raised from land taxes.

16 The NSW Government (2021), NSW Property Tax Proposal. Making Home Ownership More Affordable in NSW,
strongly supported the incremental approach but has not acted on this to-date.
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be capitalised into the house price, entry into the market could be facilitated and housing purchases
could be more affordable.

Also, both an incremental or an immediate change to land tax would incur complicated and substantial
administration and related costs, especially in jurisdictions with a wide diversity of property types and
locations. One option, to achieve some net benefits, could be to move from stamp duties to land tax
in specific relatively homogeneous locations, like the ACT, on a long-term revenue neutral basis,
subject to local community agreement.

4 Regulations for the Housing Market

In this section, we examine four sets of regulations that could potentially achieve a more efficient
and/or more equitable use of housing:

e Regulations for rental housing.

e Regulations for short-stay properties.
e Taxes on second properties.

e Restrictions on foreign buyers.

And we conclude on a more positive note: incentivising more use of existing homes.
Regulations for rental housing

There are numerous regulations on rented housing, nearly all made by the states and territories, which
may vary across Australia. Here we are concerned principally with regulations that could affect rents
along with related effects.

In general, housing rents are not controlled in Australia. However, in 2023, at National Cabinet, all
states and territories committed to ending ‘no-grounds’ evictions and implementing a national
standard of no more than one rent increase per year. But there are few restrictions on the rate of the
annual rent increase, other than that it must be reasonable, in some cases related to the CPI.

Should rent controls be extended? Three issues against extension are cited in the literature. First, rent
controls may reduce the incentive to invest in rentals and could therefore reduce the supply of rental
housing and perversely increase rents. Murray (2024, p. 204) notes that, in San Francisco, rent controls
led to a reduction in available rental properties in rent-controlled buildings by 15%.” Second, rent
controls could be a disincentive to moving house or changing employment and result in sub-optimal
housing and employment decisions. Third, rent controlled housing may be under-maintained
compared with other housing. Without further regulation, the market moves housing standards
towards the level commensurate with the rent.

The view of this paper is that current rent restrictions are generally practical and could perhaps be
mildly strengthened, for example by capping annual increases. But, as argued below, rental supports
for low-income households are preferred to more extensive rental controls.

7 Murray (2024, p. 205) also notes that the rent controls stopped the displacement of poor people.
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Regulations for short-stay properties

Definition and data on short-stay lettings are not readily agreed or available. But, whatever, it is widely
perceived that short-term lettings in Australia have grown strongly over the past decade: According to
Accommodation Australia (2024), over the 18 months to June 2023, the growth particularly in Air BNB
has seen listings increase by 25%, totalling 166,000 listings.'® More recent data (Switch Hotel Solutions)
estimates 174,000 Airbnb listings in Australia by December 2024.%° But including other available short-
term stays (as well as Airbnb), it appears that at least 280,000 properties are in effect short-stay rentals,
and this is likely a conservative number.?° In relation to Australia’s 11.4m. dwellings stock, that means
short-stay rentals account for nearly 2.5 % of all dwellings.

In markets with tight housing supply, short-term rentals can significantly reduce rental availability for
long-term tenants. For example, in the coastal resort town, Byron Bay in northern NSW, at times 20%
of the dwellings are used for short term rentals, exacerbating local rental stress. This includes all forms
of short-term rentals, not just those listed on Airbnb. In the Sydney City Council area, over 5,000 homes
are registered for short-term lets, including 3,700 listed on the Airbnb platform.?? Thus, while short-
term lettings can provide major boosts to the tourism sector, local businesses, and property investors,?
they reduce the availability of long-term rental properties and drive up rental prices.

Barron et al. (2019) found that, in the US, the growth in Airbnb listings led to a 0.6% annual rent growth
and 0.8% annual price growth. The effect was strongest in cities with tight housing markets (e.g. New
York, San Francisco). In Australia, AHURI (2023) and the Grattan Institute (2023) found that the
conversion of dwellings from long-term to short-term rental accommodation has contributed to local
rent increases in high-tourism areas such as Sydney’s Inner East, Byron Bay, and Hobart. The estimated
rent impact is modest overall (typically 1-3% on city-wide averages) but significant locally, reaching up
to 10% or more in some tourist suburbs.

Consequently, many governments, in Australia and overseas, have introduced Short-Term Rental
Accommodation (STRA) laws. These laws generally restrict the number of days for which a short-term
rental may be hired, which typically varies from 90 to 180 days. They may also levy a STRA tax. The
regulations may also vary for hosted and non-hosted premises.

The NSW government announced its initial STRA laws in 2020 (NSW Department of Planning, Industry
and Environment, 2024). Short-term rentals were defined as accommodation arrangements of 3
months or less. The regulations included a state-wide planning framework, changes to strata
legislation, and a mandatory Code of Conduct.

What are the effects of STRA laws? Koster et al. (2021) found that Airbnb laws in Los Angeles reduced
Airbnb listings by 50%, housing prices by 2%, and rents by 2%, indicating that well-designed regulations
can mitigate some of the adverse effects of short-term rentals. Robertson et al. (2024) found similar

8 Accommodation Australia — Short Term Rental Accommodation Policy Statement (June 24, 2024).

19 Report: Short-Term Rental Growth in Australia: 2025 Forecast by Switch Hotel Solutions.

20 Research by University of Queensland gives a figure of 278,788 short-term listed rentals.“Think short-stay
rentals like Airbnb are out of control? Numbers are down, especially in our biggest cities”, Sigler, Thomas &
Zou, Zhenpeng, 2024, UQ Espace.

22 Sydney Morning Herald, 17 October 2025.

23 Oxford Economics (2023) reported that Airbnb guests in New South Wales spent $3.65 bn. in a year,
supporting 27,900 jobs.
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results for Airbnb regulations in Bordeaux, where short-term rental bookings fell by 44%. On the other
hand, Benitez-Aurioles (2021) found that the regulations in Barcelona had limited effects, resulting in
only a 4% reduction in Airbnb revenue.

In Australia, Roudnitski and Sarkar (2025) found that restricting short-term rentals to 180 days per year
did not increase the supply of long-term rentals nor enhance their affordability. Rather, the
introduction of STRA laws were associated with a 2.7-3.5% increase in long-term rental prices. This
arises because the restrictions on the number of days for which a short-term rental can be hired led
more dwellings moving out of the long-term rental market. They conclude that there is a need for
more balanced policies that ensure the benefits of short-term rental platforms do not come at the
expense of affordable housing for residents in the long-term rental market.

Our take in this review is that there are several regulations in place on short-term lettings in Australia.
It may be possible to improve these regulations to protect affordable housing for residents in the long-
term rental market. But this would not be a magic cure for low-moderate income renting households.

Taxes on second properties

We turn now to second homes. Often these are vacant. The five-yearly national Census regularly
indicates that around 12% of all dwellings in Australia are unoccupied at the time of the Census.
Murray (ibid. p.185) records that a half of these are principal homes that happen to be unoccupied for
a few days or weeks at that time. Some are vacant rental properties. And some are recently completed
homes or homes for sale. The balance, about a quarter of the vacant homes, or 3% of all dwellings,
are second or holiday homes.

Murray (ibid. p.193) points out that British Columbia (Canada) and Victoria (Australia) have both, with
good reason, introduced taxes on unoccupied homes. He also cites the Investigate Europe magazine:
“Europe has reached a point where there are too many people without houses and many homes
without people.” In British Columbia the vacancy tax is applied at 0.5% of the capital value of the
property for local owners and at 2.0% for foreign owners. Murray (ibid.) reports that this brought in
about $75m per year and increased the occupied local housing stock by 1%.

In Australia, capital gain tax applies to second homes. Also, land tax is generally levied on second
homes, usually applied once the total taxable land value exceeds a threshold, which varies by state or
territory. In Victoria, the tax is also based on capital value of the property, at 1% in the first year it is
unoccupied for more than 6 months of the year and rising by 1% for each following year when the
property is unoccupied. In 2024, only 1,779 properties were assessed as vacant, a significant shortfall
compared to the estimated 5,000 properties that should have been liable. This indicates a compliance
rate of just 35.6%, leading to an estimated $34 million in lost revenue. Some analysis suggests that the
tax may be missing approximately 90% of eligible vacant homes. But enforcement is a significant
challenge, with many property owners finding ways to avoid the tax through various legal and practical
loopholes.

In summary, taxing second homes is standard practice in Australia, usually based on land values above
a certain threshold. In Victoria, there is an annual tax on unoccupied homes. This brings in useful
revenue and appears equitable. But the number of unoccupied second homes is apparently not large.
Thus, taxing unoccupied second homes more highly would not make a lot of difference to housing
supply and prices.
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Restrictions on foreign (non-resident) owners of housing

Data on foreign ownership of housing in Australia is elusive as there was little collection of relevant
data before July 2016. Until April 2025, non-residents, including temporary visa holders like
international students, could buy residential property subject to Foreign Investment Review Board
(FIRB) approval before purchase. Approval usually allowed purchase of new properties or vacant land
for development, not existing established dwellings, unless in specific circumstances. Also, properties
may be owned via complex ownership structures, businesses or trusts, including subsidiary businesses.
Further, housing may be acquired by foreign persons, including foreign students, who later become
Australian citizens or residents, which complicates the “foreign” classification.

The Treasury Foreign Investment Board (FIRB) provides Quarterly Reports on Foreign Investment,
including reports on foreign purchase and sales in Australian real estate. Starting in July 2023, the ATO,
provides a quarterly Register of Foreign Ownership of Australian Assets

Currently, foreign ownership is estimated to be only a small fraction of the total housing stock, with
some estimates suggesting it is around 2%.

According to the Australian Taxation Office (ATO), in the 2022-2023 financial year, foreign buyers
purchased 5,360 properties for $4.9 billion. In 2023-24, they acquired 6,265 residential properties
dwellings in Australia, including new dwellings, established dwellings and vacant land, in the year. Out
of those, 2,028 were new dwellings and 2,064 were established dwellings. As a percentage of all
residential dwelling acquisitions, foreign purchases accounted for about 0.8% in 2023-24.

In response to housing affordability concerns, in April 2025, the Australian government announced a
two-year ban on foreign investors purchasing existing homes, effective for two years to March 31,
2027. This policy aims to make approximately 2,000 properties available annually to local buyers. But
special exceptions may apply to large-scale developments or build-to-rent projects where the
investment increases housing supply or meets other policy criteria.

Drawing on these data, foreign ownership of residential dwellings is not contributing to house price
and rent inflation in a major way. But we caution that foreign interest in Australian residential property
might be significantly higher than the official data suggest.

Incentivising use of existing homes

As Ong and Leishman (OL, 2025) point out, at any point in time the existing housing stock forms most
of the housing stock and therefore has potentially an important role in shaping affordability outcomes.
As noted above, over the last decade, new housing supply has marginally exceeded population growth.
Thus, the rising house prices suggest that housing supply problems stem not so much from a shortage
of new supply, as from inefficiencies (or inequities) in utilisation of the existing housing stock.
Therefore, utilisation of existing homes needs to be part of Australia’s housing solution.

Vacancy rates in existing housing are discussed above. But OL point out that occupied dwellings may
also be under-utilised, notably where a home has more rooms than the household requires. So, what
are possible solutions?
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Currently, if someone rents a room or part of their home out, or a granny flat in the backyard, they
could be exposing their family home to capital gains tax. OL advocate that such renting out should not
incur any liability for capital gains tax on the family home.

OL also note that the rate of home demolitions has been rising across Australia, while the rate of home
commencements has been falling. In NSW, in March 2024, one home was demolished for each five
homes commenced, compared with around one demolished for ten homes commenced in March
2017. Since 2009, NSW house demolition has been possible via a private certifier, subject to no
heritage constraints. And there is no requirement to re-build a new home within a certain
period. Requiring construction of a new home within a certain period of demolition could marginally
reduce the homes taken off the market.

OL also advocate incentivising homeowners to rent out spare bedrooms by providing tax relief on
rental income up to a certain threshold (similar to the ‘Rent-a-room’ scheme used in the United
Kingdom). Allowing student accommodation to be used for other purposes when not in use by
students, such as for short-term rental accommodation for holiday makers during the summer months,
could also marginally alleviate housing shortage.

Our take is that these are constructive proposals, but likely to have only a small impact on housing
rents and prices.

Relatedly, in the Australian Financial Review (8 October, 2025), Cathal Leslie pointed out that 85% of
households aged over 55 have two or more spare bedrooms. And that taxation incentives encourage
households to maintain large houses, as a good way to maintain wealth. He recommended an increase
in land tax. But it would have to be a large increase to encourage many households to downsize.

5 Government support for low-moderate income households for renting and owning homes

We turn now to government supports for low-income households for renting and owning private
sector homes in the market sector. A related issue is support for key workers who cannot afford to live
close to their workplace. The provision of social housing is taken up in the next section.

Rent assistance for low-moderate income households

The aim of rent assistance is to provide “affordable housing” to all households in need of support. In
Australia, and internationally, housing is conventionally termed “affordable” if it costs no more than
30% of a household’s gross income for those in the bottom 40% of the income distribution (the “low-
and moderate-income” group).?* The aim is to ensure that low- and moderate-income households can
meet their other essential living costs such as food, healthcare, and transport.

In Australia, Commonwealth Rent Assistance (CRA) is the prime source of income support. As of June
2025, around 1.4m. households, often described as “income units”, received CRA.? The total cost is
about $5.5bn per annum, or about $3,900 per income unit. These data are reported by the Australian
Institute of Health and Welfare (AIHW) in their quarterly data on CRA recipients.

24 The 2005 meeting of Australian Housing, Local Government and Planning Ministers described affordable
housing as rents below 25 to 30 per cent of the income of these target groups.

25 Commonwealth Rent Assistance in Australia: quarterly data. Australian Institute of Health and Welfare
Commonwealth (September 2025) Australia’s Welfare 2025 In Brief Chapter 5.
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The CRA is a supplementary payment to people who are in receipt of some form of social security or
income support. Examples include those on an age pension, disability support pension, job seeker
payment, youth allowance, parenting payment and ABSTUDY. The CRA is calculated as 75c per S of
rent above a minimum amount; and is capped at a maximum rate. The minimum and maximum
amounts are adjusted for household size and type. The CRA is indexed to the CPI in March and
September each year. In addition, the federal government has raised the maximum rate of CRA by 27%
per cent in real terms over the past two budgets. Importantly most of these benefits stay with the
tenants. The Grattan Institute (2025) estimated that more than five in six dollars of any extra Rent
Assistance paid would benefit renters, rather than landlords.

But CRA is widely viewed as inadequate for many households. The AIHW (2025) reported that, in 2024,
around 538,000 income units (42% of all CRA recipients) were in rental stress, spending more than
30% of their gross income on rent, even with CRA. Without CRA, an additional 398,000 income units
would have been in rental stress, highlighting the significant role of CRA in alleviating housing
affordability pressures.

Oxford Economics (2023) forecast that the number of lower income households living in rental stress
will rise to 697,200 households in 2041. On the other hand, around 40% of households receiving CRA
are spending less than 30% of their gross income on rent after receiving CRA. This highlights the issues
for CRA in addressing the affordability challenges.

Sathanapally, A. et al. (2025) advocated for a 50% increase in CRA for singles and 40% for couples, with
the payment indexed to changes in rents for the cheapest 25% of rental homes in capital cities. Such
measures aim to ensure that retirees and low-income renters can afford adequate housing without
being disproportionately affected by rising rents.

Clearly the CRA is a valuable housing assistance program. But a main message from the cited reports
above is that, absent other rental supports for low- to medium-income households, there is a strong
welfare case for enhancing CRA. Ideally it would be better targeted, boosting assistance for some
households and reducing it for others, but this would likely not be a simple process.

Assistance for key workers

While the term ‘key or essential workers’ has no official definition, which creates practical problems,
they are essentially lower paid workers in key occupations considered especially important to the local
communities. Occupations such as teachers, nurses, ambulance officers, fire/emergency workers and
police are often cited as examples. Such key workers often do not earn enough income to afford to buy
or rent a home close to their workplace.

Key workers housing needs specific policies — outside the traditional operation of private sector. There
are several such policies. The main ones are targeted supply-side programs, like inclusionary housing
or shared equity for key workers, and ongoing rental subsidies with rent increases tied to incomes or
wage growth rather than market pressures. Inclusionary zoning requires a percentage of new dwellings
to be available below market price (usually 15-20% below) to eligible buyers or renters. They may be
part of another development or sole standing. Other policies involve programs for rural and remote
areas to provide short and long-term housing, especially for health and education sectors, like the NSW
Key Worker Accommodation Program for health workers.
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The NSW government (via Landcom) has committed $450 million to deliver housing for essential
workers at a former WestConnex site in Camperdown. The plan includes at least 200 build-to-rent units
reserved for health workers, paramedics, teachers, police, firefighters etc., offered at a discount to
market rent via a separate subsidy. Homes NSW also supports rural and remote communities in NSW
by providing and maintaining a quality housing service for eligible key workers such as teachers and
members of the NSW Police. And the City of Melbourne has incorporated key worker housing into its
Affordable Housing Strategy and Council Plan, with several “affordable housing projects” for key
worker under consideration.

Thus, various key worker policies are in place, but they are sometimes weak on clear definitions of key
workers, their needs and appropriate solutions. Definitions may vary locally. And the role of the
community and of employers in finding and funding solutions varies from place to place.

Build to rent policies

Build-to-rent (BTR) is a housing policy whereby properties are built with the aim of leasing them to
long-term renters instead of selling them to homeowners. BTR projects are usually large-scale
developments, with large apartment blocks, where all the properties are owned and managed by a
single entity to be rented out over mid to long-term periods.

In 2023, the Australian Government announced tax incentives to increase the supply of rental housing
by: reducing the withholding tax rate for eligible fund payments from managed investment trusts
attributable to residential active build-to-rent developments from 30% to 15% and increased the
capital works depreciation rate for eligible BTR developments (from 2.5% to 4% per annum).
Requirements included eligible developments that have at least 50 dwellings, offer minimum lease
terms (3-5 years depending on the policy), and be held in single ownership for a period (e.g. 10-15
years) to qualify for the incentives. In 2025, the Government established a set of BTR affordability
standards, designed to provide more affordable rental housing options. ?’

New South Wales allows BTR in zones where residential flat buildings or shop-top housing are
permitted, and in some mixed-use, commercial, and metropolitan centre zones along with some land
tax discounts. Victoria has similar concessions, including a 50% land tax discount for eligible BTR
projects.

While BTR developments are an emerging asset class in Australia, the sector is still small compared to
the UK or the United States, where it has a strong foothold.

Support for first homeowners

There are five main forms of government support for first homeowners in Australia. The first two
below, first homeowner grants and stamp duty exemptions, are long-standing supports. The next two,
the first home loan guarantee and shared equity, are more recent policy implementations. The fifth
one, the First Home Super Saver Scheme, is another more recent proposed support. In each case the
aim is to support low- to-moderate-income households to become homeowners. The two main issues

27 pustralian Treasury, 2025, Built to Rent Affordability Standards Determination. Legislation 2025-03-29.
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are: is the support for first homeowners a fair tax to levy on other households and will the support
increase house prices?

First Homeowner Grants. All States and Territories provide grants of $10,000 to first homeowner
purchases, usually for homes up to between $600,000-$750,000. This long-standing support has not
been controversial, been widely viewed as fair, and has not been accused of substantially raising
housing prices.

Stamp duty concessions. The states give various stamp duty concessions to home buyers. In NSW, no
stamp duty is levied on housing under $800,000 and a concessional rate is levied for housing up to
$1.0m. In Victoria, no stamp duty is paid on housing under $600,000 and a concessional rate is applied
to housing up to $750,000. Again, these ongoing supports have not been controversial, been widely
viewed as fair, and have not been accused of substantially raising housing prices.

The Commonwealth First Home loan Guarantee. The Commonwealth Government first introduced a
First Home Loan Deposit Scheme in 2020, which guaranteed support for first home buyers with 5%
deposits within certain income and price caps. Initially there were 10,000 supports in 2020 and around
150,000 households have accessed a guarantee since 2020.

In mid-2025, the Commonwealth Government announced that, from October, all first home buyers
can buy a home with a 5% deposit up to various price levels across Australia. Housing Australia
guarantees loan repayment to the lending agency. In essence, the Government is paying lenders’
mortgage insurance (LMI). Income caps have been removed, property price caps remain but have been
increased, and the number of places is uncapped.

The LMI scheme helps to overcome deposit and borrowing constraints. Depending on the size of the
loan and the risk, this can save first home purchasers $20,000 - $30,000 per purchase and, in many
cases, home purchase becomes a practical option via payment of a low deposit that would otherwise
not be available. The guarantee does not wipe out the borrower’s obligations. Rather, it shifts the
lender’s risk to the government. The borrower still owes any unpaid debt and may be pursued by the
government for recovery. And mortgage lenders will doubtless still act prudently, not wishing to get
involved in failed mortgages and all the associated costs.

This new development has been subject to much debate. Again, the costs of the LMI policy are borne
by the taxpayers, and the beneficiaries are mostly lower-income households. And arguably, household
ownership also provides community benefits. But the enhanced policy has created major controversy
on the potential impact of the policy on house prices.

Some leading economists, such as Chris Richardson and Saul Eslake, argue strongly that by increasing
demand in a supply-constrained housing market, the scheme will lead to higher prices, with any
savings for first-home buyers likely to be wiped out by this price inflation, with the benefits going to
affluent homeowners.?® In a report to the Insurance Council, Lateral Economics forecast that house
prices would rises by 3.5- 6% in the first year.”®

28 Kuru, S. (2025, September 8). The troubling truth behind schemes like the First Home Guarantee. Australian
Property Update. https://australianpropertyupdate.com.au/apu/the-troubling-truth-behind-schemes-like-the-
first-home-guarantee.

29 Lateral Economics. (2025, August). Home Guarantee Scheme Expansion — Implications for First Home Buyers
and Lenders Mortgage Insurance (Report commissioned by the Insurance Council of Australia).
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The view of this paper is much more constrained, in line with the reported Commonwealth Treasury
advice that house prices could rise by 0.5% following the LMI.3° As noted above, this was a policy
extension, albeit a large one, not a radical new policy. Importantly, the policy is moving housing
demand from renting to home owning; it is not substantially increasing overall demand for housing.
The purchase-subsidy mainly brings forward purchases, as households buy sooner. It does not create
large, long-run, increases in the share of households that ever own. And loan serviceability constraints
remain a major issue for buyers. In our view, this is a socially helpful policy at relatively low public cost.

Government Help to Buy: Shared Equity schemes are another way to assist income-stretched
households to obtain housing. The states have been involved in shared equity schemes in varying
degrees for some time. In 1989, the West Australian (WA) government set up Keystart to help fund
first-home buyers enter the housing market. In 2024, WA raised the income and property price limits
for loans and launched a new shared equity product: eligible buyers can receive up to 30%
contribution, with a 2% deposit requirement and no need to pay LMI. In 2021, Victoria launched the
Homebuyer Fund which is a shared equity scheme that helps eligible Victorians purchase a home by
contributing up to 25% of the purchase price in exchange for a share in the property, with a minimum
5% deposit. Queensland has recently announced a Boost to Buy scheme which offers up to 30% equity
for new homes and 25% for existing homes, with only a 2% deposit required.

Following a Federal Help to Buy policy announced in 2022, as from late 2025, the Commonwealth
government will contribute up to 40% of the purchase price for new homes and up to 30% for existing
homes. The aim is to assist 40,000 households into home ownership over four years. Applicants must
be Australian citizens, at least 18 years old, and intend to live in the purchased home as their primary
residence. There are income caps for singles, couples and single parents and Property Price Caps that
align with average house prices in each state and territory. While participants in the scheme won't pay
rent on the portion of the home owned by the government, they will be expected to pay down the
government's equity contribution over time or when the property is sold.

The recipients of these shared equity schemes presumably appreciate the benefits. And, as has been
observed, there are social (community) benefits from home ownership. On the other side, there are
two main potential costs. One is the potential impact on housing prices with higher demand if supply
is inelastic. While moving from rental to ownership does not in itself increase demand, the
Commonwealth and state contributions could do. The second potential cost is the fiscal risk if
borrowers default or property values fall. On the whole, this risk is minor. Overall, our take is that the
benefits to the households in need justifies these share equity schemes, at least on the current scale
of assistance.

The First Home Super Saver Scheme (FHSSS). The Commonwealth Government introduced the FHSSS
in July 2017. Under this scheme, individuals can withdraw any voluntary contributions to their super
fund, above their employer’s compulsory contributions, along with associated earnings, to help buy
their first home. As from 1 July 2022, the maximum release amount is $50,000 per individual or
$200,000 per couple. The aim is to help first-home buyers save for a deposit using their super fund’s
concessional tax treatment. The conditions include: the purchaser must be a first-home buyer and
must intend to live in the property (not buy it as an investment).

The FHSSS encourages savings and homeownership earlier in life and supports wealth accumulation.
And it increases housing affordability by reducing upfront purchase costs.

30 This estimate was cited in various media outlets, including Mortgage Professional Australia and
Savings.com.au.
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The costs (drawbacks) mentioned in the literature include distortion of the principles and purpose of
the superannuation scheme, complex administration, significant budget cost to Government, and the
tax and homeowning benefits accruing mainly to higher-income earners. Also, when housing supply is
constrained, the concession inflates housing demand and leads to higher house prices that may offset
much of the benefit. In effect, this would transfer the concessions largely to vendors, not buyers.

Thus, a key issue for this paper is whether the superfund concessions push up house prices and help
homeowners more than the purchasers. Our view is that limited assistance for low price housing
should have little market impact on house prices. The Australian Treasury has consistently supported
the FHSSS to assist Australians in saving for their first home and found that the FHSSS increases saving
modestly and has a limited effect on home prices.

6 Provision of Social Housing

Social housing includes:

e Public housing that is owned and managed by State and Territory Governments.

e Community housing managed, and generally owned, by not-for-profit organisations.
e State owned and managed indigenous housing (SOMIH).

e And Indigenous community housing ICH).

In this section we discuss the need for more social housing and how to provide it.

Current situation and recent changes

Social housing is allocated according to the need for secure, long-term, rental housing rather than by
households competing in the private housing market. It is provided by state and territory governments,
with federal assistance, to people on very low incomes who cannot afford market rents, to people in
need of medical, age-related or other forms of support, and to those who have experienced
homelessness, family violence or have other complex needs. It provides people with homes where
they can live comfortably and with dignity. For some, it provides a place where they can rebuild their
lives, acquire education skills and access employment opportunities. And it helps to reduce people’s
use of expensive health and judicial services.

As shown in Table 1, in 2024 approximately 830,000 persons were housed at some point in the year
in one of the four forms of social housing. In June 2024, 426,400 households were in social housing,
with 67% in public housing, 25% in community housing and 8% in indigenous managed housing.

In public housing, the states and territories own the housing and organise the management. Tenants
generally pay 25% of their household’s assessable income as rent. Assessable income includes
government payments such as age pension and disability support. In some jurisdictions, this can rise
to 30% for higher income bands or certain programs. But rent is capped so that tenants do not pay
more than the market rent for the dwelling.

Community housing is run mainly by non-profit companies. Some are run by property developers,
others by religious or charitable organisations, but all of them depend heavily on governments for
their income. Some were paid by the states to take over public homes. Many supplement that
income with subsidies to provide social services to their tenants, such as mental health or disability

32 Treasury Fact Sheets, 2017, 2021, 2022.
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care. And even the rents they collect, ostensibly their only source of private income, come indirectly
from the federal government, since most social housing tenants are welfare recipients who pay their
rents with Commonwealth Rent Assistance.

Table 1 Social housing and occupants in June 2024

Category Dwellings Households® Approx Popn.
Public housing 298,000 286,000

Community housing 119,000 108,000

SOMIH® 15,900 14,800

ICH¢ 19,400 17,600

Total 452,300 426,400 830,000°

(a) At 30June 2024.

(b) Over the year 2023-24.

(c) State-owned and managed indigenous housing.

(d) Indigenous community housing owned and managed indigenous housing.

Source: Australian Institute of Health and Welfare (AIHW) 2024, Housing assistance in Australia 2024,
Cat. no. HOU 337.

In community housing, tenants also usually pay 25% to 30% of their household’s assessable income as
rent. Unlike public housing tenants, community housing tenants may receive Commonwealth Rent
Assistance. Providers often structure rent so that, after including CRA, the tenant still pays 25-30% of
out-of-pocket income. The CRA is then paid to the community housing provider, resulting in an actual
rent income that may approach local area market rents.

At the 2001 Census, there were 361,482 social housing homes, including 317,171 in public housing
and 44,311 in community housing. By June 2024, the total social homes had increased by 15.3% to
417,000 dwellings.

But between 2001 and 2024, the national population grew by 45% from 18.8m to 27.2m. The share of
social housing in the total housing stock fell from 4.5% to 4.1%. And the share of public housing in
social housing fell from 87% to 67%, as community housing was increasingly adopted.

The logic was that private providers would compete with one another to offer better services than
governments could provide. Arguably, the community housing sector has helped to fill the gap left by
the lack of public housing. But, as in other examples, such as aged care, childcare and disability care,
the reality is mixed.

How much social housing should be provided?

Australia's current provision of social housing, at 4.1% of the total housing stock, is low in comparison
to the UK (17%) and most countries within the European Union (with an average of almost 8%, varying
from 34% in the Netherlands to less than 1% in Lithuania). But it is comparable to culturally similar
Canada, New Zealand and the US (all just under 4% respectively).

According to the Australian Institute of Health and Welfare (2025), at 30 June 2023, approximately
169,000 households were waiting to be allocated social housing and around 15,100 households were
on a waiting list for managed Indigenous housing (SOMIH). Including all households in social housing
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and those on the waiting list, close to 610,000 households, nearly 6% of all households, are currently
living in, or have requested to live in, some form of social housing.

Oxford Economics (2023) forecast that, in addition to the existing shortfall of around 185,000
dwellings, total demand for social housing will rise by 127,000 dwellings, from 610,000 dwellings in
2023 to approximately 737,000 dwellings in 2041. This would be an additional 285,000 social housing
homes compared with the present supply (about 17,000 social homes a year). On the other hand,
drawing on the current criteria for need for social housing, AHURI (2022) forecast that over 1.1 million
social dwellings will be needed by 2037. This would imply an extraordinary additional 650,000 social
housing units (54,000 units a year) should be provided over the next 12 years. These projections far
exceed current planning for social housing.

It should also be noted that Aboriginal and Torres Strait Islander people face disproportionate rates of
housing inequality. The National Agreement on Social Housing and Homelessness (NASHH, Australian
Treasury, 2025) recognises the need to address this. Commitments made under the National
Agreement on Closing the Gap are reflected in NASHH (2025), including the need for shared decision-
making.

Another approach to forecasting need would be to review the benefits and costs of social housing. As
reported in the National Social Housing Survey (2021), tenure security can provide tenants with
substantial social, economic and health benefits and protection from entering homelessness. In the
survey, 81% of tenants reported benefits across all life domains — economic, social and health,
especially in the first two domains. Almost all tenants reported gaining at least one broad benefit from
living in social housing — be it economic (97%), health (96%) or social (93%). Many other studies
replicate these findings (e.g. Australian Institute of Health and Welfare, 2025). There are also major
public savings in providing potential homeless people with access to safe, secure and affordable
housing. Believe Housing Australia (2022), a nationally accredited Tier 1 Community Housing Provider,
estimated that provision of 250,000 social dwellings can deliver $5-11bn. in savings to the government
in reduced costs to the health, human services and criminal justice system in just over 10 years. There
would also be a saving of $379.5m a year in costs resulting from homelessness or return to a violent
partner.

But boosting social housing is expensive. The ‘subsidy gap’ is now estimated to be about $24,000 a
year per home (Grattan Institute, 2025). Boosting Australia’s stock of social housing by say 200,000
dwellings would require an ongoing government subsidy of $4.8 billion a year.

It is beyond the scope of this paper to provide such a benefit-cost analysis. But drawing on the Oxford
Economics analysis cited above, a target of an additional 17,000 social homes a year (272,000 homes
over 16 years) seems socially responsible. Oxford Economics forecast that an additional $28bn per
annum would be needed to meet the capital and operating costs of its proposed target.

How to meet the social housing target

State and territory governments have various schemes in place to increase the number of social
dwellings, including working with community housing providers to increase supply.

The Federal Government has also announced measures to increase the supply of social and affordable
housing through the Housing Australia Future Fund (HAFF), set up in 2023, which aims to fund the
building of 20,000 social homes and ~10,000 affordable homes in the 5 years to 2029. It also has a

24


https://www.ahuri.edu.au/research/final-reports/306
https://www.ahuri.edu.au/research/final-reports/306
https://www.closingthegap.gov.au/national-agreement
https://www.closingthegap.gov.au/national-agreement
https://www.ahuri.edu.au/analysis/policy-analysis/Delivering-services-for-people-at-risk-of-homelessness
https://www.ahuri.edu.au/analysis/policy-analysis/Delivering-services-for-people-at-risk-of-homelessness
https://www.ahuri.edu.au/analysis/policy-analysis/Delivering-services-for-people-at-risk-of-homelessness
https://www.ahuri.edu.au/analysis/policy-analysis/Delivering-services-for-people-at-risk-of-homelessness
https://www.ahuri.edu.au/analysis/policy-analysis/Delivering-services-for-people-at-risk-of-homelessness
https://www.ahuri.edu.au/analysis/policy-analysis/Delivering-services-for-people-at-risk-of-homelessness

stream for acute housing needs (remote Indigenous housing, crisis and transitional housing for
women/children, and veterans) built into the Fund.

In addition, in 2024, the Commonwealth agreed a new five-year National Agreement on Social Housing
and Homelessness (NASHH). Under this Agreement, the Commonwealth will provide around $1.8bn.
a year to states and territories to support social housing and homelessness services (build, repair,
maintain homes + crisis support) across jurisdictions.

But progress is slow and insufficient. Under the HAFF, as of March 2025, 29 projects had reached
contract close, aiming to deliver over 2,100 social and affordable homes. This will fall far short of the
target of 17,000 social homes a year suggested above.

The delivery of an additional 272,000 social homes between 2025 and 2041 is a substantial task, which
will require whole-of-government co-ordination. Potential strategies may involve inclusionary zoning;
Voluntary Planning Agreements (VPAs); allocation of council and government-owned land towards
building affordable housing; government capital grants and operating subsidies; and potentially
encouraging investment in affordable housing provided by the private sector.

Also working with community housing providers is expensive. The average of successful applicants in
the first round was $683,000 in availability payments and another $70,000 in interest-free loans, which
the HAFF could also provide. Apparently, the applicants wanted the availability payments not just to
top up their rents. The community housing providers wanted the subsidy to cover tenancy and
maintenance costs, which would be substantial over the course of 16 years. The financial backers
wanted the subsidy to compensate them for the risk of getting involved in community housing, which
many had not done before.

Making matters worse, conditions on the applications required the construction firms working on HAFF
projects to meet the strictest regulations from any jurisdiction in the country — not just on the HAFF
projects but on all their projects. requiring that builders meet notoriously complicated and
burdensome regulations was yet another recipe for blowouts.

Recognising these constraints, Oxford Economics forecast that the social housing stock will fall from
4.1% to 3.7% of the housing stock in 2041 and that shortfall of social housing will rise from 190,900
homes in 2023 to approximately 250,000 homes in 2041.

In summary, there appears to be a significant current shortfall of nearly 200,000 social homes and that
an additional 17,000 homes each year will be needed to meet the growing population.3® Current
budgets and processes will fall short of this target by a long way.

7 Two Other Issues: Migration and Population Distribution

Here we briefly discuss two other issues. One, a much-cited issue, migration. The other, an issue that
deserves more attention, the distribution of the population.

Migration

Each year, overseas arrivals are increasing the demand for housing by more than the capacity to supply
extra housing. In the early 2000s, there were around 150,000 net migrants a year, now there are

33 Based on 6% of an annual 370,000 population growth and 2.8 persons per household.
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around 350,000 a year (after allowing for the higher numbers in the catch-up post-Covid). But few of
these immigrants work in the construction sector.

Due to multicollinearity issues between population and real household disposable income and housing
stock, we did not include population (or migration) as an explanatory variable of housing prices in
Abelson and Joyeux (2025). But given its potential importance for house prices, | provide a few
comments here.

In a major analysis of the impact of migrants on housing prices, Coates and Trent (2024) found that if
net overseas migration were permanently reduced from around 350,000 to 190,000 per year, rents
and house prices would be about 4% lower after a decade. If cut to 160,000 per year, the reduction
could be around 6%. This would help to relieve rents and prices especially in the capital cities where
they migrants mostly locate. However, they observed that skilled migrants contribute significantly to
the growth of the economy and the fiscal (tax) balance. Thus, they regarded reducing migration as a
partial or second-best lever for housing affordability, and certainly less important in their view than
increasing housing supply.

In another relevant study, Moallemi and Melser (2020) found that a 1 percentage point increase in a
postcode's population due to immigration is associated with about a 0.9% increase in housing prices
per year.

However, it may be observed that around half of the migrants to Australia are university students.
Additional analysis would be needed to determine whether these large numbers have contributed
positively or negatively to university standards and productivity and justify the (likely small) housing
price effects.

Population Distribution

Another topical issue raised by is whether the population is optimally distributed over the country. As
Kuestenmacher (2025) reports, international data shows that Australia is one of the most highly
urbanised countries in the world. “Not only are we an urban nation (by some measures, maybe even
the most highly urbanised country in the world), but we are still urbanising.” In 2002, 40% of the
population lived in the major cities. Today 50% do. In NSW, two-thirds of the state live in Sydney. The
NSW population is about 8.5m. The population of Greater Sydney about 5.7mllion. No large country
concentrates such a high share of its population in so few major cities.

In Kuestenmacher’s words, “Small towns face demographic hollowing: Australia’s towns are ageing
faster, losing young adults and struggling to compete with the career, education and lifestyle
opportunities of the capitals. To grow again, regional towns need stable, dual-income job
opportunities, diverse and affordable housing, access to childcare and medical care, reliable digital
and transport links, and a climate strategy that keeps them insurable. Without these foundations, no
amount of lifestyle marketing will bring permanent settlers.”

“If we want affordable housing, stronger food security, more workers in essential industries and a
more resilient national economy, then the regions must play a bigger role in absorbing future growth.
The 2025 World Urbanisation Prospects remind us that cities will always dominate, but they also show

that countries thrive when they invest not just in their capitals but in their middle tier of settlements.”

These words resonate. But they seem to be absent in housing policies.
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8 Conclusions

There are two major housing problems: the difficulty in obtaining first-time home ownership and the
capacity of many low-to-moderate income households to find and pay for adequate and secure rental
housing (see Abelson and Joyeux, 2025). No single policy will resolve these issues.

To develop responses, the problems and the causes must be understood. Between 2000 and 2015, the
average real house price in Australia doubled. Between 2015 and 2025, it rose by 30%. Despite public
rhetoric, these real price rises were not principally due to a shortage of new housing. Between 2000
and 2015, the national housing stock rose by 26.6% and the population by 25.1%. From June 2015 to
March 2025, the housing stock rose by 15.6% and the population by 14.0%.3* Rather, the principal
causes of the house price inflation in Australia were the falling interest rates, increasing household
income and wealth, and higher quality housing.

Of course, increasing housing supply does reduce house prices, but only to a modest extent and not
necessarily for the households in greatest need of housing. Extensive modelling of house prices
indicates a housing price elasticity in relation to the total housing stock of around -2.5%. i.e. a 1%
increase in the housing stock reduces house prices by around 2.5%. Thus, suppose that annual national
house completions rose for 5 years from 175,000 a year to 220,000, this would increase the national
11.4m housing stock by around 2% and reduce average real house prices by 5%.

As this paper has shown, with the major decline in productivity, the chronic lack of construction
industry skills, and the deep corruption in the construction industry, even a modest target of 200,000
dwellings a year would be optimistic. But supposing that can be achieved, 125,000 extra houses over
5 years would reduce average house prices by around 3%.

To meet housing needs, the principal required housing supply policies are quality land-use planning
to facilitate more housing especially for low- to moderate-income households, along with
improvements in the capacity and the productivity of the construction industry. The one-dimensional
planning strategy advocated by Coates et al. (2025) and the heavy-handed LMR housing policies
introduced by the NSW government in 2025, without consideration for the associated infrastructure
and environmental costs and the impacts on local communities, are poor planning that does not focus
sufficiently on providing affordable low-price housing and may significantly reduce the quality of the
urban environment. And they do not address the critical productivity issues in the construction sector.

Turning to the taxation of housing, the three major issues are the roles of the capital gain tax, negative
gearing and stamp duty on house prices. It is a major (widely held) delusion that the change in the CGT
in 1999 was a major tax concession. It was not. Be that as it may, we find that policy changes such as
taxing 75% of the capital gains instead of 50% and reforming negative gearing so that losses can be
deducted only against residential property earnings and not against other earnings (which would be
appropriate), would have only a moderate downward impact on house prices. Together, they would
likely reduce the investor share in the market by 2-3% and reduce house prices by an order of 2%, but
they would increase rents by 2-3%. These effects are small relative to other major drivers of housing
prices, namely interest rates, population and income and wealth growth.

34These observations do not allow for the potential impacts of falling household size on housing demand
and prices. This appears to be a common omission from house price modelling and is a potential issue.
For perspective, average household size fell by 4% from 2.61 in year 2000 to 2.5 in 2021. This relatively
small change in household size is unlikely to have had a major impact on housing demand and prices.
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Replacing stamp duties with land taxes would encourage more efficient use of housing and land.
However, the changes would not have much effect on housing prices inclusive of stamp duties because
housing sellers, not buyers, bear most of the current cost of stamp duties via lower house prices and
abolishing stamp duties would raise house prices. And administration of a comprehensive change to
stamp duties and land tax would be complex.

The paper then examines modifications for four sets of regulations that could potentially achieve a
more efficient and/or more equitable use of housing.

Starting with regulating rents, the view of this paper is that current rent restrictions, e.g. allowing only
one rent increase a year, are generally practical. They could perhaps be mildly strengthened, for
example by capping annual increases. But the paper advocates rental supports for low-income
households over more extensive rental controls.

Re regulating short-term lettings, marginal increments to the current regulations such as limiting times
for short-stay renters, could provide more affordable housing for residents in the conventional rental
market. This could represent a net social benefit to many households, but would not be a magic cure
for low- to moderate-income renting households.

Taxing second homes is quite common in Australia, usually based on land values above a certain
threshold, along with application of the capital gains tax. Taxing unoccupied second homes more highly
may encourage more utilisation of the housing stock and be a net social benefit. But it would not make
a substantial difference to effective housing supply and prices.

Based on official data, foreign ownership of residential dwellings in Australia is running at only around
2%, which would not contribute significantly to house price and rent inflation. But the paper cautions
that foreign interests in Australian residential property might be significantly higher than the official
data suggest and more research on the real extent of foreign ownership is recommended.

The paper also reviews options for incentivising homeowners to rent out spare bedrooms by providing
tax options for relief on rental income for students or various other visitors up to a certain threshold.
This could marginally alleviate housing shortages, but again it would be part of a package of policies,
rather than a major standalone housing.

Turning to government assistance for renting and buying by low to medium-income households.
Commonwealth Rent Assistance is a very valuable assistance program. But drawing on the various
research cited above, absent other rental supports for low- to medium-income households, there is a
strong welfare case for increasing CRA. Ideally it would be better targeted, boosting assistance for
some households and likely reducing it for others, but this would likely not be a simple process.

Turning to housing for key workers, the situation is not clear. There are several active related policies,
including targeted supply-side programs, like inclusionary housing or shared equity for key workers.
But the definition of key workers is often not clear and the policies tend to be local rather than
statewide. Overall, there is a need for more assistance in this sector.

Build-to-rent (BTR) is a housing policy whereby properties are built with the aim of leasing them to
long-term renters instead of selling them to homeowners. In 2023, the Australian Government
announced various tax incentives to increase the supply of build-to-rent housing. But the build-to-rent
sector in Australia is small compared to the UK or the United States.
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Turning to government support for first homeowners, there are five forms of the support in Australia.
Two formes, first homeowner grants and stamp duty concessions have been in place for many years.
These supports have generally been viewed as fair and not unduly inflationary.

More recently, the major federal extension of the home loan guarantee enabling first time purchasers
to buy a home with only a 5% deposit and the extension of various shared equity schemes have been
more controversial, raising alarm among some that they are too financially generous and may
significantly raise housing prices. Our view is that this alarm is misplaced. To provide perspective, in
2024, there were 723,000 house and unit sales in the five mainland states at an average price of
$979,000 and a total value of around $700bn. Adding $20,000 per purchase of 50,000 low-priced first
homes would add $1.0bn, equivalent to 0.0015% of this total housing value.

The paper also supports government Help to Buy: Shared Equity schemes and The First Home Super
Saver Scheme. The benefits of both outweigh any minor costs.

Finally, the paper discusses the provision of social (public and community) housing. This has been a
major failure in the 2000’s. Between June 2001 and June 2024, the number of social housing homes
grew by 15.3% from 361,482 to 417,000 homes. Over the same period, the national population grew
by 45% from 18.8m to 27.2m. The share of social housing fell from 4.5% of the total housing stock to
4.1%. And in 2025 there was a documented shortfall of 185,000 dwellings for registered applicants for
social housing. Also, the share of public housing in social housing fell from 87% to 67%, as community
housing was increasingly adopted, which is arguably lower service quality. Directly addressing the
considerable social housing needs is a major policy issue.

In short, there are many housing issues requiring many policies. Some issues reflect weak housing
supply. Many reflect income and wealth inequalities. The required policies include increasing housing
supply with well prepared quality urban planning (not a bulldozer approach) with special consideration
for provision of affordable housing and housing for key workers, improving the productivity and
operations of the construction industry, financial support to assist less well-off first homeowners into
ownership, more assistance for low-to moderate-income household renters, and a major increase in
social housing and support services.
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