Low income working private renters:
the group that housing policy forgot?
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Background

The ‘working poor’ — left out of the policy calculati on
Excluded from welfare renting and home ownership

How did we get here?

Why did this group get left out? No political cons tituency
Why did the policy makers not see this group coming ?
Who are the working poor? How many rent?

Where do they live? How does this impact on job
opportunities?

What are the policy options?



Changing composition of the private rental
market at the beginning of 21 st Century

Tenure of life style

Tenure of arrival

Tenure of transition

Tenure of necessity : 1. CRA subsidised
2. Working poor



Factors generating the low income working private
rental market?

 Policies to shift housing responsibilities for lower income Australians from
public to private sector provision (CRA)

e Public housing residualisation and targeting
 Home ownership restructuring — and price escalation

« Labour market restructuring: growth of the marginally employed and low
paid, insecure employment — impact on incomes

« Welfare reforms: erosion of rights, benefits — impact on incomes

e Demographics: lone person and fracturing households — single mothers,
older men, young people general — impact on incomes

* Rise of the long term private renter — excluded from ownership and social
housing



-n-

How many working low income private renters are
there?

e In 2001, there were 577,031 low income households in the private rental
market in Australia (21% of all low income households)

 56% (136,789) had at least one person in work:

« Sydney = 117,545 low income working renters of whom 69,873 (60%)
working



What's their housing affordability situation?

- In the lowest two income quintiles, the greatest numbers in

housing stress are:
private renters
low income working households
households with children (both couple and sole parents)

* The incidence of stress for low income private renters was 65
per cent

Source: Yates, et al, (2007) Housing Affordability: A21 st Century Problem, AHURI



Who has the numbers? Low income private renters:
numbers and incidence of households at risk

Incidence of stress (%)
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« 53% Iin Sydney live in flats
* Two thirds are lone person or lone parents — i.e. single incomes

* The proportion aged under 34 is significantly higher than that for the
population as a whole

e The proportion aged over 55 is significantly lower
 The proportion born overseas is higher than the average

* Low Income working private renters are over-represented in:

Low skilled Clerical, Sales and Service jobs
Intermediate Production and Transport jobs
Labourers and Related jobs

« But, the industry profile is similar to the general population and largest
workplace locations are Sydney and Parramatta CBDs — the essential
workers who keep the economy functioning

CITYFUTURES —



Which ‘Key Workers’ have affordability problems in S ydney?
Not teachers or policemen.....

% with
household Total no. of
In stress income households Total no. of

Occupation (%) <$1200 pw in stress households
632 Hospitality Workers 33 96 3,470 9,451
993 Elementary Food Preparation Workers 26 97 1,408 4,670
829 Miscellaneous Elementary Sales Workers 24 93 2,125 7,975
821 Sales Assistants 23 93 6,617 25,338
639 Miscellaneous Intermediate Service Workers 22 88 2,238 9,268
451 Food Tradespersons 21 94 1,694 6,956
613 Receptionists 21 92 1,871 7,746
332 Hospitality and Accommodation Managers 21 84 2,996 13,029
631 Carers and Aides 20 95 3,044 13,061
911 Cleaners 20 95 3,473 15,368
All households 14 79 141,014 902,576

Source: Yates, Randolph and Holloway (2005) Housing Affordability, Occupation and Location in
Australian Cities and Regions, AHURI
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Strugglers and the backsliders of immediate concern - current policy
settings are failing them badly

The rise of a significant cohort of pragmatic long term renters can in part be
seen to reflect households balancing choice and constraint, but it also
points to those who have become resigned - home ownership had been
expected, but is unachievable

This group may be ‘managing’ in the short term, but over the long term
represent a large number of households not building up asset-based wealth
— and deteriorating affordability

Aspirant purchasers ? From talking to households on both sides of the
ownership fence, it was clear that the gap between wanting to own, and the
likelihood of being able to do so was greater than many perceived it to be:
deposit, purchasing fees, ongoing costs of mortgage, unexpected costs

Source: Yates, et al, (2007) Housing Affordability: A 21 st Century Problem, AHURI



Where do private renting low income households live
In Sydney (2001)?
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And they’ve shifted to the suburbs......

Percentage point changes in the proportions of Priv ate Renting Low

Income Households by LGA 1991 — 2001: Sydney

Percentage Point Change in Low
Income Private Renters, 1991-2001
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Where to from here? A rental crisis is looming......

Sydney rental vacancy rate May 2008 = 0.9% (REIA)

Average weekly rents, 2 bed flats
Sydney 2001 - 2008
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Where to from here? A rental crisis is looming

New rental bonds lodged
Sydney 2001 - 20008(per quarter)
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Rent as a % of household income, 2006



Change in rent as a % of household income, 2001- 200 6



25 years of failing to invest in social/affordable housing — forced
providers to focus on those in most need.

In 1970s, 70% of NSW DoH tenants were ‘nuclear families’,
today its just 10%

But the failure of the home ownership market to accommodate
increasing numbers of working households — long term structural
problem

Complexity of affordability problem implies no simple policy
solution — need tailored policies to address different problems

The private rental market is the main housing sector for low
Income Australians, especially those in low paid work — its here
where the affordability problem is concentrated

But it has arguably failed the low income worker



The goal of improving housing affordability cannot be addressed
In isolation from other objectives of government.

Policy responses need to be multifaceted and integrated — both
housing and non-housing policy levers are required.

A strategic framework for policy development is required to
promote cohesive action and avoid fragmentation of policy
responses.

Housing policies that assist individual households need to be
responsive to their changing needs.

Income support policies alone will be insufficient to address the
underlying causes of declining housing affordability in the private
rental market — it's a failure of supply.



When the private sector fails to deliver, then publ IC Interventions are
needed — 20 year experiment has shown the limitation s of the market

We need a new framework for dealing with the problems of the long-term low
income working renters and the lower value private rental sector

What to do about the poor quality and unaffordable private rental stock — the
case for a new program of mixed tenure, affordable urban renewal

Institutional and subsidy arrangements to attract investment into well-located,
affordable rental housing by boosting the capacity of the not-for-profit sector
or other regulated landlords to develop and /or manage affordable housing in
these locations.

Backed by NRAS and HAF — public agencies, community providers, private
sector, working together with councils, could start to rebuild and renew the
poor quality and highly disadvantaged suburban town centres and poor
guality rental housing
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