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1. Introduction

The Productivity Commission (the Commission) is pleased to make this submission to the Senate
Community Affairs References Committee inquiry into the worsening rental crisis in Australia.

The Commission is the Australian Government’s independent research and advisory body on economic,
social and environmental issues affecting the wellbeing of Australians. The core function of the Commission
is to conduct public inquiries, as requested by the Australian Government, on key policy or regulatory issues
that affect Australia’s economic performance and community wellbeing. We also undertake research at the
request of the Government and support its annual reporting and performance monitoring.

This submission draws on the Commission’s published work on private renters and rental policy issues in the
review of the National Housing and Homelessness Agreement (NHHA) In need of repair: The National Housing
and Homelessness Agreement, and a research paper Vulnerable Private Renters: Evidence and Options.

More Australians are renting, and for longer

More Australians are renting, for more of their lives, than in the past (figure 1). In 2021, 24% of Australian
households rented in the private market, compared with 21% in 2001 (ABS 2002, 2022).

The private rental market is increasingly a long-term tenure type (figure 1, panel b). 56% of people renting
privately in 2015 were still renting five years later — compared with 46% of private renters in 2001. And about
39% of people renting privately in 2010 were still renting ten years later.

Renters tend to be younger and have lower incomes than the Australian population (PC 2019, p. 27). They
are more likely to be single parents, unemployed, born overseas or to identify as an Aboriginal or Torres
Strait Islander person. But the renter population is diverse. The proportions of older people and middle- and
high-income households who rent have all increased in the past 20 years (PC 2019, p. 28).!

Some choose to rent because of the flexibility it provides (Rowley and James 2018). Renters can move
easily for work or other opportunities, or as their housing requirements change. About 14% of private renter
households own residential property, suggesting that renting may be a choice.? But surveys suggest that
most renters aspire to home ownership and remain in the rental market because they are unable to afford
the deposit for a home.

1In 1999-2000, 21% of households in the top two quintiles of equivalised disposable household income rented in the
private market. In 2019-20, that figure was 25% (Commission estimates using ABS (Microdata: Income and Housing,
Australia, 1999-00 and 2019-20, Cat. no. 6541.0.30.001)).

2 Commission estimates using ABS (Microdata: Income and Housing, Australia, 2019-20, Cat. no. 6541.0.30.001).
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Figure 1 - More Australians are renting, and renting for longer
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a. Proportion of people who were renting in the private market in every year from Year O to the specified year.

Source: Commission estimates using ABS (Microdata: Household Expenditure, Income and Housing, 2009-10, Cat.
no. 6540.0; Microdata: Income and Housing Costs and Amenities, Australia, 1990, Cat. no. 6541.0; Microdata: Income
and Housing, Australia, 1981-82, 1999-00 and 2019-20, Cat. no. 6541.0.30.001); Melbourne Institute (Household,
Income and Labour Dynamics in Australia (HILDA) Survey, Release 20).

2. How affordable is the private rental market?

The median private renter household spends about a quarter of its income on rent. Median rent burdens (the
ratio of rent paid to income) have hovered around this rate since 2000 (figure 2), reflecting the steady growth
of rents, which have largely tracked incomes — unlike property prices, which have increased substantially
and are more volatile.

Median rent burdens vary across, and within, States and Territories (figure 3). In 2019-20, state-wide median rent
burdens were highest in New South Wales (27.1%) and Queensland (26.7%). Private renters in capital cities
across the country spent a higher share of their income on rent than their regional counterparts, except for
Queensland. The median share of income spent on rent in regional Queensland (29%) was higher than anywhere
else in the country, including the greater Sydney area (27%).
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Figure 2 - Overall rent burdens have been steady®"®
Median proportion of disposable household income spent on rent, private renters
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a. Low-income households are households in the bottom two quintiles of equivalised disposable household income (see
below). Higher-income households are households in the top three quintiles of equivalised disposable household income.
b. The ABS measure of disposable income changed in 2007-08, so estimates from before this year are not directly comparable

with later years.

Source: Commission estimates using ABS (Microdata: Household Expenditure, Income and Housing, 2003-04, 2009-10
and 2015-16, Cat. no. 6540.0; Microdata: Income and Housing, Australia, 1999-00, 2000-01, 2002-03, 2005-06, 2007-08,
2011-12, 2013-14, 2017-18 and 2019-20, Cat. no. 6541.0.30.001).

Figure 3 - Rent burdens vary across, and within, states?
Median proportion of disposable household income spent on rent, private renter
households, 2019-20
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a. Estimates for Northern Territory and ACT apply to the whole of each territory; breakdowns are not available for capital
city and rest of state.
Source: Commission estimates using ABS (Microdata: Income and Housing, Australia, 2019-20, Cat. no. 6541.0.30.001).
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Box 1 - Measures of rental stress are not very informative

Rental affordability is often expressed in terms of ‘rental stress’. In Australia, households are typically
considered to be in rental stress if they spend more than 30% of their income on rent and are in the
bottom two quintiles (40%) of the income distribution — the ‘30/40 rule’.

Rental stress is not a very informative measure of rental affordability. It is a poor predictor of households’
actual experiences of financial stress and deprivation (Daniel, Baker and Lester 2018; Rowley and

Ong 2012). In 2020, 49% of low-income private renters classified as ‘in rental stress’ according to the
30/40 measure rated their financial position as prosperous, very comfortable or reasonably comfortable.

There are several reasons why rental stress is not strongly associated with actual experiences of
financial stress and deprivation.

+ 30% is an arbitrary and binary benchmark. It does not distinguish between households experiencing mild
and deep rental stress, who are likely to have different outcomes (Rowley and Ong 2012, pp. 59-62).

« For many households, rental stress is temporary (Borrowman, Kazakevitch and Frost 2017). In the
short term, they may be able to draw on savings and other resources (Stone et al. 2015), and most
quickly escape rental stress (Wood, Ong and Cigdem 2014). But people who do not escape within the
first year become increasingly likely to remain in rental stress, and may be at greater risk of adverse
outcomes (Borrowman, Kazakevitch and Frost 2017; Rowley and Ong 2012, pp. 74-75). There is
some evidence that the persistence of rental stress is increasing over time (PC 2019, pp. 73-74).

+ Rental stress measures do not capture the many financial and non-financial costs and benefits that
households weigh up when choosing a rental property. For example, households can trade off travel
time (and travel costs) and rent (Dodson et al. 2020; Saberi et al. 2017). And people who enter
housing stress often do so after moving to better neighbourhoods, suggesting that the benefits of living
in a preferred neighbourhood might more than make up for the higher rent (Rowley and Ong 2012,

p. 68). On the other hand, people renting in the marginal or informal rental sector may not be in rental
stress, but their accommodation may be unsafe or poor quality.

» Estimates of rental stress are sensitive to measurement choices, and small differences in definition
can lead to very different estimates of the prevalence of rental stress.

The Commission’s review of the NHHA used a range of measures to assess rental affordability for people on
lower incomes, including the distribution of rent burdens (the ratio of rent paid to incomes) and income left after
paying rent (PC 2022). We recommended that governments develop a suite of rental affordability measures.

Source: Productivity Commission (2022).

Many low-income renters face heavy rent burdens ...

Low-income households spend a higher proportion of disposable income on rent than other households. The
median rent burden for people in the first quintile of equivalised disposable household income (with income
up to $543 per week, in 2019-20 dollars) was 43% in 2019-20, while for households in the second quintile
(with income up to $794 per week, in 2019-20 dollars) it was 32%.

Median values can hide very different experiences of rental affordability. The majority (66%) of private renters with
low incomes spent over 30% of their income on rent in 2019-20, while 20% spent over half their income on rent
(figure 4). And many low-income households have little income left after paying rent —in 2019-20, about 22%
had less than $250 left, in equivalised terms, each week (figure 5).
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Figure 4 - Many low-income private renters spend more than 30% of their income on rent®
Distribution of rent as a proportion of disposable household income, private renters, 2019-20
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a. Density charts show the distribution of a population — the higher the density value, the larger the share of the population
falling around that point. For example, the ‘other private renter households’ line peaks at about 20%, indicating that many
households pay about 20% of income on rent. The line reaches zero density at about 60%, indicating that very few
households pay more than 60% of their income on rent.

Source: Commission estimates using ABS (Microdata: Income and Housing, Australia, 2019-20, Cat. no. 6541.0.30.001).

Figure 5 - Some low-income households have little income left after paying rent®
Distribution of weekly disposable income minus rent, equivalised values, 2019-20
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Rent burdens are not evenly distributed across the population. Private renters who are unemployed, older or sole
parents spend a larger proportion of their income on rent (table 1).

Table 1 - Rent burdens for different households, 2019-20

Spending more than  Spending more than

Median rent as share 30% of disposable 50% of disposable

of disposable income income on rent income on rent
All private renter households 25% 35% 8%
Low-income private renter households 36% 66% 20%
Household head or spouse unemployed 30% 50% 19%
One-parent household 29% 46% 9%
Someone in household has a disability 27% 40% 9%
Household head or spouse aged over 36% 62% 21%

65 years

Source: Commission estimates using ABS (Microdata: Income and Housing, Australia, 2019-20, Cat. no. 6541.0.30.001).

... and bear the brunt of a tightening rental market

Low-income renters bear the brunt of a tightening rental market. When rents across the market increase,
high-income renters can move into cheaper accommodation to economise (Hulse et al. 2019; Liu, Cheshire
and Wadley 2016; Weller and Van Hulten 2012). But low-income renters already occupying lower-cost
properties have few places to go. There are reports of people moving into informal or marginal rental
properties because the formal private rental market has become too expensive (Convery 2022;

Goerling 2022; O’Flaherty 2022). At the extreme, high rents increase the risk that life shocks lead to
homelessness (Curtis et al. 2013; Johnson et al. 2018).

3. More homes, cheaper rent

Addressing barriers to the supply of rental properties will reduce rents

Rental prices in the short run are driven by vacancy rates®, which are determined by the relative strength of
supply and demand for rental properties. As the supply of rental properties increases (for example, because
there is a surge in construction completions), or the demand for rental properties decreases (for example,
due to a decrease in migration), there are fewer potential renters for each available property. This leads to
higher vacancy rates, putting pressure on landlords (who lose potential rent revenue holding vacant
properties) to compete for tenants by lowering rents.

Over time, demand and supply of rental properties adjust to changes in rental prices. Higher rents may lead
renters to choose smaller properties or delay household formation, reducing demand for rental properties. At
the same time, higher rental prices should lead to construction of new rental properties — or the re-purposing

3 Vacancy rates measure the share of rental properties in a given area that are listed as available to rent at a particular time.
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of existing properties, such as vacant properties* or short-term holiday rentals — which increases supply and
reduces rents.

Increasing the supply of housing will lead to an increase in the supply of rental properties. While most
newly-constructed properties are bought by owner-occupiers, about a third of mortgages for the purchase of
new dwellings in June 2022 were for investors, most of whom will likely lease the properties in the rental
market.5 And, in 2019-20, about 45% of new homes were bought by first home buyers, probably reducing
demand for rental properties.®

Even when newly built housing does not immediately come on the rental market, it can still moderate rents.
International evidence shows that new construction reduces rental prices throughout the residential property
market (PC 2022). In Australia, many low-cost rental properties are occupied by high-income renters, reducing
the effective availability of affordable rental properties for low-income private renters (Hulse et al. 2019;
NHFIC 2022). Additional construction can provide more opportunities for high-income renters to purchase
homes or move to more attractive rental properties, reducing demand for the lower-cost rental stock.

Addressing barriers to the supply of new housing is the most important factor in increasing the supply of rental
housing. These barriers can result in the supply of rental properties being slow to adjust to price signals and low
vacancy rates. For example, vacancy rates in Hobart remained low between 2017 and 2020 and advertised rents
grew significantly (De Vries et al. 2021). Building approvals responded, but there was a lag between approvals
and commencements (perhaps due to problems accessing skilled labour and finance), dampening the effect on
total supply (Eccleston et al. 2018; Jacobs et al. 2019, pp. 7-8).

In the review of the NHHA, the Commission recommended that governments commit to actions to reduce
barriers to new supply, including:

 reporting annual progress against land supply targets

+ revising planning and zoning regulations to promote greater housing diversity and density
« setting housing targets and working with local governments to meet the targets

< commissioning an independent review of construction industry productivity (PC 2022).

Rent control is not an effective way to improve affordability for
renters

Governments should avoid policies that artificially depress rents and curtail the supply of new properties.

Direct regulation of rental prices (or ‘rent control) involves government regulation of rental prices, either fixing
rents for the duration of a tenancy or imposing a rent limit across all tenancies. Australian jurisdictions have
not imposed rent controls widely. One exception is the ACT, where, for the duration of a tenancy, rents
cannot increase by more than 10% above the increase in the rents component of the Consumer Price Index
for Canberra (ACAT 2021).

Rent control benefits incumbent renters in the short term, but harms all renters in the long term. International
evidence shows that rent control policies reduce the stock of rental properties and drive up market rents

4 About 10% of dwellings were unoccupied on Census night in 2021 (ABS 2022). But not all vacant properties are
available for occupation. Some dwellings may be vacant because of temporary resident absence; others because they
are listed for sale or rent, recently built or undergoing renovation.

5 Commission estimates using ABS (Lending indicators, June 2022, Cat. no. 5601.0). Loans for ‘construction of new
dwellings’ or ‘purchase of newly erected dwellings’.

6 Commission estimates using ABS (Housing Occupancy and Costs, 2019-20, Cat. no. 4130.0, table 9.1).

10
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(Diamond, McQuade and Qian 2019). These impacts are felt by all renters — especially those, like young
people, who join the rental market after the policy is introduced.

Rent control can create other rental market inefficiencies. Landlords might neglect maintenance because
they have little incentive to provide a positive experience for renters. Rent control can also create
mismatches between renters and their properties (they may be in a wrong-sized property, or too far from
work), because the people benefiting from rent control cannot move without losing access to cheaper rent
(Glaeser and Luttmer 2003).

Short-term rentals highlight — rather than cause — broader supply
problems

In some tourism destinations, Airbnb listings now make up significant fractions of the rental housing stock. For
example, Airbnb listings accounted for 12% of private rental stock in Hobart in 2020 and 48% of the rental housing
stock in Byron Bay in 2017 (Buckle and Phibbs 2021, p. 143; Gurran et al. 2018, p. 7). The rise of short-term
rentals has affected the number of properties available in the long-term private rental market, which both
Australian and international evidence suggests could put upward pressure on rents (Franco and Santos 2021,
Horn and Merante 2017; Koster, Van Ommeren and Volkhausen 2021; Phibbs and Ely 2022).

Well-functioning housing markets will respond to heightened demand for short- and long-term rental
properties with more supply. The effect of Airbnb on rents and house prices is likely to be smaller when
supply is more elastic (Farhoodi, Khazra and Christensen 2021; Farronato and Fradkin 2022). Addressing
the structural barriers to the supply of rental properties should be a key part of governments’ response to the
rise of short-term rentals. (Buckle and Phibbs 2021)

Some advocates and researchers argue for restrictions on the short-term rental sector, and some
governments have taken steps to regulate the market (Crommelin et al. 2018; Nally 2022; Phibbs and
Ely 2022). But constraining the short-term rental sector could have negative economic consequences.
Cheaper and more accessible tourist accommodation benefits travellers and increases tourism activity,
providing employment opportunities and extra income for residents (Dogru et al. 2020; Fang, Ye and
Law 2016; Farronato and Fradkin 2022; Grimmer, Massey and Vorobjovas-Pinta 2018).

Governments should be cautious about housing subsidies ...

Some are also calling for government subsidies for affordable rental properties as a way to address rental
affordability issues. These initiatives usually involve payments or concessions to property owners to compensate
them for accepting below-market rent from eligible renters (usually low- and middle-income households).

Subsidies for affordable rental properties are not a good way to tackle rental affordability. Subsidised
construction can partly displace private construction of market-rate housing — it competes for the same finite
pool of land, finance, construction materials and workers as private developments. This lessens the effect on
overall affordability. And subsidies have hidden costs. For example, when governments provide land for
housing at below-market rates there is an opportunity cost — governments could have used the proceeds
from the sale of land to fund other government services, pay down debt or reduce taxes, but their choices
are not explicit.

Subsidies tied to properties have inherent disadvantages — they give people fewer options in the homes
they can choose and may lock them in because, even when their needs change, they cannot move without
losing assistance. Subsidies are often poorly targeted and, because the number of people eligible is usually
greater than properties available, assistance can be distributed unfairly. In the review of the NHHA, the
Commission recommended that Governments consider alternatives to subsidising affordable rental housing.

11
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... and remove distortionary barriers, but not tip the scales in
favour of institutional investment

Institutional investors attract a lot of attention as a solution to increasing the overall supply of rental
properties, but they makeup a small part of the Australian rental market. In 2017, corporate landlords made
up about 8% of the market (Yanotti 2017). This low share might reflect barriers to institutional investment in
Australia, including low rental yields and uneven tax settings.

There is a case for governments to level the playing field and review unnecessary barriers to investment.
This could marginally increase the supply of rental housing, although the extent to which build-to-rent
construction just replaces other construction is contested and has not been empirically studied (PC 2019,
p. 108; Whitehead and Scanlon 2017, pp. 40-45).

But governments should not try to tip the scales in favour of institutional investment, or subsidise ‘affordable
build-to-rent’ developments. These subsidies are tied to properties; they are poorly targeted (most tenants are
middle-to-high income); and they offer little additionality. Institutional investment could also bring new risks. In some
areas with large corporate landlords, concerns have been raised about high eviction rates and poor landlord
behaviour (Gomory 2022; Immergluck et al. 2020; Raymond et al. 2016; Whiting 2022).

4. Boosting renters’ incomes to improve affordability

Rents are only one side of the affordability equation. Boosting renters’ incomes would also help to improve
rental affordability and facilitate social and economic participation.

Commonwealth Rental Assistance (CRA) is a fortnightly payment available to people who receive a
qualifying social security payment and rent privately or from a community housing provider.” CRA is paid
directly to renters along with their other income support payments — there are no restrictions on how
recipients spend the payment. The amount received depends on the recipient’s family structure and how
much rent they pay.

Overall, 29% of private renter households, and 57% of low-income private renter households, received
CRA in 2019-20.8

In line with the eligibility criteria for the qualifying social security payments, CRA recipients typically have
lower incomes and wealth than other Australians. Overall, households that received CRA had median
equivalised wealth of about $33 500 in 2019-20, compared with $411 600 for non-recipient households.
Their median weekly equivalised household disposable income was $619, compared with $987 for
non-recipient households.® Other characteristics of CRA recipients are shown in figure 6.

7 In some circumstances, renters who live in defence housing, a retirement village, a caravan, a relocatable home or a
boat are also eligible.

8 Commission estimates using ABS (Microdata: Income and Housing, Australia, 2019-20, Cat. no. 6541.0.30.001).
9 Commission estimates using ABS (Microdata: Income and Housing, Australia, 2019-20, Cat. no. 6541.0.30.001).

12
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Figure 6 - Profile of CRA recipients
Proportion of CRA recipients, 2019-20

Are unemployed = 9%
Are employed full time | 10%
Are employed part time 20%

Are not in the labour force 61%

Highest level of education is year 10 or below 38%

Are less than 25 years old = 9%

Are 65 years old or greater 28%
Are a sole parent in a one-parent household 20%
Have a disability or long-term health condition 46%

Source: Commission estimates using ABS (Microdata: Income and Housing, Australia, 2019-20, Cat. no. 6541.0.30.001).

CRA plays an important role in the income support system

CRA is the Australian Government’s largest housing assistance measure. The objective of CRA is to assist
Australians receiving income support or family assistance payments with the cost of their private rental or
community housing. In practice, CRA is an income supplement for renters, not a direct rent subsidy. It is an
untied cash transfer, paid directly to recipients with their other social security payments — recipients are not
bound to spend the payment on rent. For the majority (79%) of households who pay enough rent to receive
the maximum rate of CRA, the payment does not vary with their housing costs (DSS 2022). There are no
conditions on the type or location of housing rented, nor is there a minimum housing standard.

There is a strong case for changes to CRA

CRA is designed on sound principles:

* CRA s aflexible and portable payment that allows recipients to choose the home that best meets their needs.

« CRA provides timely assistance when people’s needs change — there is no waiting list or need to move to
obtain assistance — and adjusts as those needs change over time. One study found that there is
considerable churn in the population receiving CRA, with many recipients receiving the payment for only
short periods of time (Yanotti et al. 2021). This suggests that it may help to smooth short-term fluctuations
in income or household situation.

» CRA payments allow renters to stay part of their existing community — they do not have to move to access
assistance, and can stay in the same property even if their level of assistance changes. Its effect on effective
marginal tax rates is minimal (PC 2015, p. 9). This facilitates social and economic participation.

But CRA falls short on principles of sufficiency and fairness.

» Many CRA recipients experience high rent burdens and have little income left to afford other essentials
after paying for rent.

- The value of the payment has declined over time, relative to rents, reducing its effectiveness.

» Some relatively well-off households, whose rent payments appear affordable, receive the payment.

13
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In the review of the NHHA, the Commission recommended the Australian Government review CRA and
assess all aspects of the design of the payment (including minimum and maximum rent thresholds, the
co-payment rate, indexation, income tapering and eligibility), with the aim of improving the sufficiency,
fairness, and effectiveness of CRA. More detail on options for reforming CRA can be found in chapter 9 of
the Commission’s review of the NHHA (PC 2022).1°

5. Tenancy laws and tenancy support services

Residential tenancy laws and tenancy support services are important complements to affordability and
supply measures to make the private rental market function well. These policies and programs aim to
improve security, safety and accessibility for renters.!

Reforming tenancy laws

Several jurisdictions refer to residential tenancy legislation reform processes in their housing strategies.
These legislative changes have generally provided for greater security of tenure, renter autonomy and
minimum standards for rental dwellings (Martin 2020). Areas of reform include:

» removing or limiting without-grounds evictions

+ increasing minimum notice periods for evictions

 addressing the treatment of renters who experience family and domestic violence

« expanding renters’ rights to have pets or make minor alterations to rental properties (such as hanging pictures)
* increasing minimum standards in rental properties.

These changes have costs as well as benefits. Renters benefit from greater security of tenure and safer
rental properties. Security of tenure, the safety and quality of rental properties, and the accessibility of the
rental market can make a big difference to renters’ experiences and wellbeing. But they also increase costs
and risks for landlords, leading to unintended consequences for renters, including higher rents.

» More stringent minimum quality standards may increase rents by requiring landlords to spend more to
bring properties up to standard, or causing some noncompliant properties to be removed from the rental
market entirely (Bartram 2019). Enforcing minimum standards may therefore reduce renters’ choices and
ability to trade away nonessential (to them) features in order to save on rent (PC 2019).

+ Similarly, rules that reduce landlords’ ability to flexibly manage their properties (such as removing
without-grounds evictions or increasing minimum notice periods) may increase the financial costs, and
perceived risk, of holding property. This could diminish incentives for investment, reducing the supply of
rental properties and increasing rents (Abramson 2022; PC 2019).

« Similarly, rules that reduce landlords’ ability (perceived or actual) to easily evict ‘problematic’ tenants (ACT
Government 2022) may make landlords less willing to rent to tenants they view as higher risk — potentially
increasing tenant screening and discrimination in the rental market (Ambrose and Diop 2021).

10 On 9 May 2023 the Australian Government announced an increase to the maximum rates of CRA by 15%, to
commence from 20 September 2023 subject to the passage of legislation (The Hon Dr Jim Chalmers MP and the Hon
Amanda Rishworth MP 2023).

11 Some renters, including Aboriginal and Torres Strait Islander people, people from culturally and linguistically diverse
backgrounds, and people with disability, face discrimination in the private rental market (PC 2022). Renters can also
experience discrimination even once they have found a property, for example, in the treatment of property maintenance
or evictions (Greenberg, Gershenson and Desmond 2016; Maalsen et al. 2021, pp. 52-53).
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A lack of high-quality evidence makes it difficult for jurisdictions considering future reform to make an
accurate assessment of these costs and benefits.*?

In the review of the NHHA, the Commission recommended a ‘what works’ centre to help to build and share
the evidence base across jurisdictions. For example, evaluations of the removal of without-grounds
evictions in Victoria or Queensland provide an opportunity to learn more about the effect of this change on
outcomes for renters.

Policies that improve affordability will also improve security,
quality and accessibility

When vacancy rates are low and renters have few options in the private rental market, they have less
bargaining power with landlords. This compounds issues of security, safety and accessibility for renters, and
can undermine the effectiveness of tenancy reform by reducing renters’ ability to enforce their rights.3

» The threat of eviction looms larger when vacancy rates are low, as renters have more cause to fear that
they will not be easily able to find another home that meets their needs. This increases the costs and
stress of insecure tenure, and means that renters may be less willing to enforce rights, such as asking for
essential repairs.

» Property owners have less incentive to offer characteristics that renters desire — such as longer leases or
improved dwelling quality — when they can easily rent out properties on their own terms (Hinchliffe 2022).

* When vacancy rates are low and there are many applications for every available property, property owners can
afford to be selective, and may be less likely to accept low-income renters or other renters whom they perceive
to be less desirable tenants (Hanson and Hawley 2014; Reosti 2020; Short et al. 2008, p. 3).

This means that improving private rental affordability — increasing the supply of rental properties and
reforming CRA — will also improve the security, quality and accessibility of the private rental market.

Private rental assistance and tenancy support services can help
people who need extra assistance

Some renters need additional support to find and maintain private rental accommodation.

State and Territory Governments provide assistance for private renters, including bond loans and grants for rent in
advance, rent arrears or other costs. In 2020-21, 46 464 households received a bond loan, and

23 702 households received a one-off rental grant, at a cost of $57 million and $12 million, respectively
(AIHW 2022). Private rental assistance helps renters overcome the upfront costs of renting, although this type of
limited, one-off assistance may be less effective when rental markets are very competitive.

Tenancy support services, also known as private rental brokerage services, help renters who face challenges
finding or sustaining a private rental tenancy. They typically provide assistance searching and applying for
properties, one-off grants for moving or other costs, and links to other support services (Tually et al. 2016).
They can be provided by government agencies or non-government organisations, and are usually funded, on a

12 For example, the effect of proposed reforms to Western Australia’s residential tenancy legislation have been contested
(REIWA 2022; Shelter WA and Circle Green Community Legal 2022). Without a solid evidence base to draw on, it is
more difficult for governments to assess the respective claims.

13 This is not the only barrier to compliance. We heard that ‘intimidating, inaccessible’ dispute resolution processes,
lengthy delays at tribunals and lack of funding for tenants’ advice and legal services were barriers to compliance in many
jurisdictions (DCLS and NAAFLS, sub. 89, p. 11; Mills 2021; Tenants’ Union of NSW, sub. 81, p.13).
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small scale, by State and Territory Governments. These services form part of many jurisdictions’ housing
strategies (NSW Government 2016; Tasmanian Government 2015; Victorian Government 2011).

Tenancy support services can be effective in helping renters obtain and sustain a tenancy (ARTD
Consultants 2013; Robyn Kennedy Consultants 2013; Tually et al. 2016). An evaluation of one program in
Victoria found that about 80% of clients had maintained their housing and avoided homelessness for two
years after engaging with the program (Watson, Johnson and Taylor 2020). Another program that aimed to
assist young people experiencing homelessness was successful in providing clients with a rental history,
allowing them to secure other rentals in the future (Gill, Ooi and Chiodo 2018).

Expanding these services could help more people find and sustain private rental tenancies and reduce
evictions (PC 2020, pp. 980-981). There is evidence of unmet demand for these services. In 2020-21, 15%
of clients who presented to a specialist homelessness service provider seeking assistance to sustain
housing tenure (either social housing or private rental) were turned away (AIHW 2021).

However, a cautious approach to expansion is warranted. There is little evidence available to assess the
long-term success, or cost-effectiveness, of these programs, because evaluations do not always track
outcomes over time or compare people receiving assistance with a control group who do not receive
support.t* Scaling up might be difficult, because the success of existing programs often depends on local
factors, such as how well case managers build relationships with real estate agents, other service providers
and the broader community (Blunden and Flanagan 2021; Moskos et al. 2022; Tually et al. 2016). And
expanding services to a wider group of renters would present new challenges. Existing services typically only
provide short-term assistance to clients who are ‘rental ready’, without significant underlying financial, mental
health, substance use or other challenges (ARTD Consultants 2013; Gill, Ooi and Chiodo 2018; Tually et

al. 2016; Watson, Johnson and Taylor 2020). While there are examples of tenancy support services that
target people with more complex needs (PC 2020, p. 988), these services might require longer-term follow
up, a more skilled workforce and greater links to other services.

Given these challenges, tenancy support services should be expanded gradually, with regular evaluation.

14 Though evaluations of similar programs in social housing have found that they are cost-effective (PC 2017, p. 182;
Zaretzky and Flatau 2015).
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