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Key Messages
 Despite visible and worsening housing 
problems apparent in all three ABC countries 
– Australia, Britain and Canada – housing 
policy has been downgraded and housing 
policymaking capacity badly eroded. 

 There is increasing recognition that post-1980s 
housing policy orthodoxies and their underlying 
narratives are no longer fit for purpose.

 System-wide analysis of complex housing markets 
is essential in formulating evidence-informed 
policy solutions.

 We need to construct a new story that places 
economic productivity and the effective 
management of pressured metropolitan 
markets at the heart of a re-energised  
housing policy.

 This summary report helps make this case.  
Join the debate (see p19).

 Salta Developments, Richmond, Melbourne  
– build to rent project design
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 Preface
The Shaping Futures program

m
e w

as a 
know

ledge exchange and policy analysis 
initiative spanning A

ustralia, Britain and 
C

anada (the A
BC

 countries).

The academ
ic team

 are grateful for the support of 
our industry partners and for the inputs and insights 
of all stakeholders attending the m

any m
eetings held 

betw
een 2016 and 2018 across the three countries.

W
e also thank the m

any organisations w
ho helped 

organise SF events, as w
ell as those additional authors 

w
ho contributed to individual papers and the chapters 

of our m
ain report 1. This w

as a genuine international 
academ

ic/
industry collaboration, draw

ing on high 
quality research, both com

pleted and underw
ay 

over the period and learning from
 the direct 

experience of com
m

unities, city halls, 
boardroom

s and governm
ents.

Each of the SF nations faces unique housing challenges 
but also share com

m
on problem

s:

	 volatile housing m
arkets w

here long-run price 
inflation has contributed to unusually high levels  
of private debt

	 falling hom
e ow

nership rates am
ong younger  

adult cohorts

	 rising rates of hom
elessness and housing stress 

exacerbated by inadequate public investm
ent in 

affordable housing

O
ur policy proposals that attem

pt to address these 
challenges also reflect the need for an enduring 
fram

ew
ork of consensual approaches that form

 a path 
tow

ards better perform
ing housing system

s in all of 
the A

BC
 countries. Ignoring this progressive path w

ould 
risk unacceptable costs in lost productivity, increased 
inequality and environm

ental degradation.
T

he operation of the housing system
 can 

pose particular challenges for efforts to 
evoke increased governm

ent attention to 
this policy area.

In shaping a better-perform
ing housing system

, it is 
the ‘big policy settings’ - ideas about public sector 
roles, finance, regulation and taxation - that m

ust be 
addressed. A

 starting point in our discussions w
as the 

recognition that –
 despite its continuing relevance –

 
the conventional ‘social w

elfare’ case for housing, has 
lost traction w

ith policym
akers. Likew

ise com
m

on to 
the three countries is the tendency for governm

ents to 
preference investm

ent in other infrastructure sectors. 
This reflects not only the overriding priority attached 
to econom

ic developm
ent goals, but also the (m

istaken) 
belief that housing is of little relevance in this context.

The operation of the housing system
 can pose 

particular challenges for efforts to increase governm
ent 

attention to housing. Responsible housing policy often 
calls for substantial, long-term

 com
m

itm
ents of scarce 

public capital or the reining in of tax benefits that have 
becom

e expected as of right. G
overnm

ents therefore 
fear discovering ‘housing problem

s’, especially if they 
im

ply a need for high cost program
m

es or politically 
challenging reform

s.

H
ousing has a w

eak record on research and evidence that 
support necessary policy reform

s or new
 interventions. 

A
nd if the M

inistries responsible for housing fail to argue 
the case for them

selves then the key central agencies 
w

ithin governm
ent tend to be reluctant to do so on 

their behalf. Indeed, w
ithin Treasuries, there is often an 

instinctively hostile view
 to housing proposals.
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Beyond convention: 
the purpose of Shaping Futures

The Shaping Futures project explored the 
conventional housing policy narratives 
that have dom

inated governm
ent thinking 

in A
ustralia, Britain and C

anada (the A
BC

 
countries) over the past 20-30 years. 
It sought to construct m

ore effective, 
progressive policy narratives robust enough 
to thrive w

ithin the tough com
petitive 

environm
ents that prevail w

ithin public 
policy-m

aking and budgetary processes.
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A
s w

ell as challenging such beliefs, the Shaping 
Futures collaboration also recognised that 
governm

ent econom
ists m

ust im
prove their em

pirical 
understanding of the housing system

 and, their 
approach to m

odelling it. The vast m
ajority of 

households in the A
BC

 countries find their housing 
solutions in m

arket sectors. Thus, a m
uch m

ore pro-
active approach to developing housing m

arket policies 
is needed to address inadequacies in these system

s.

Seriously tackling the current sub-optim
al 

perform
ance of A

BC
 country housing system

s 
dem

ands the reappraisal of established policy 
‘stories’ by all of the various actors w

ho shape official 
thinking: researchers, industry leaders and governm

ent 
bureaucrats, as w

ell as m
inisters them

selves. 

But things m
ay be changing. The triple crises of 

‘housing affordability’, ‘affordable housing’ and m
arket 

volatility pervade national popular m
edia and debate 

on a daily basis. Som
e signs of A

BC
 governm

ents 
beginning to search for new

 housing narratives have 
em

erged post-2016. N
ot yet seen, how

ever, is any 
proper recognition that m

erely tinkering w
ithin the 

status quo w
ill prove an utterly inadequate response. 

In the last few
 years, w

hat is ‘possible’ in housing 
policy has broadened dram

atically, at least in the U
K 

and A
ustralia. Land value capture to fund affordable 

housing, and tenancy reform
s in the private rental 

sector, for instance, are now
 constructively discussed 

by diverse party politicians in the U
K. M

eanw
hile 

taxation of rental housing investm
ent is a m

ajor area of 
debate in A

ustralia. 

W
e believe these are the harbingers of m

ore 
progressive policy thinking, struggling tow

ards a new
 

synthesis. The ideas developed by Shaping Futures can 
contribute to this w

orthw
hile end.

For decades now
, the conventional 

w
isdom

 fram
ing housing policy decisions 

in the A
BC

 countries has been strongly 
influenced by governm

ental m
eta-

judgem
ents that have included:

	 The view
 that public, or state action, should be 

generally reduced or m
inim

ised w
herever possible

	 A
n unqualified aspiration to reduce public debt 

and borrow
ing

	 A
 belief that m

arkets are usually effective as w
ell 

as efficient and that deregulation intrinsically 
enhances these qualities

	 The notion that housing m
arkets are essentially 

w
ell-functioning system

s, w
ith few

 inherent  
m

arket failures 

	 A
n understanding that housing policy expenditures 

are essentially re-distributional and have no 
(evidenced) productivity effects

In the last few
 years, w

hat is ‘possible’ in 
housing policy has broadened dram

atically, 
at least in the U

K
 and A

ustralia.
“T

he vast m
ajority of households in the 

A
BC

 countries find their housing 
solutions in m

arket sectors.”

 Brisbane H
ousing C

om
pany, Lutw

yche, Brisbane –
 affordable rental housing

© shutterstock.com
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Figure 2: C
hanging hom
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nership rates (%

 of total households)
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W
ithin each of the three countries, recent years have seen grow

ing spatial  
polarisation of housing m

arkets as the largest and m
ost econom

ically  
successful cities have begun to detach from

 national norm
s

H
ousing system

 challenges: 
com

m
onalities and contrasts

The A
BC

 countries are often grouped 
together w

ith other (m
ainly A

nglophone) 
nations classed as ‘liberal w

elfare regim
es’. 

These are states w
hich favour m

arket 
provision of goods and services, alongside 
relatively light regulation of econom

ic 
actors and low

 rates of personal taxation. 
In housing policy term

s, this im
plies a 

strong preference for hom
e ow

nership and 
private rental fram

ew
orks w

hich, generally, 
advantage landlords over tenants.

A
s show

n in Figure 1, nevertheless, there is a significant 
contrast in housing system

 structures betw
een A

ustralia 
and C

anada, on the one hand, and the U
K, on the other. 

The U
K’s relatively sizeable social rental sector (still 

accounting for 18%
 of all housing) is m

ainly explained 
by historical factors. But it also reflects the fact that 
–

 unlike A
ustralia and C

anada w
here construction 

largely ceased in the m
id-1990s –

 U
K governm

ents 
have continued to invest in new

 social housing on a 
m

oderate scale. U
K local authorities and not-for-profit 

housing associations have com
pleted m

ore than half a 
m

illion hom
es since 2000.

In all three countries hom
e ow

nership rates have been 
recently falling (see Figure 2), albeit m

uch m
ore rapidly 

in the U
K than in the other tw

o nations. U
nderlying 

these population-w
ide trends in all three countries –

 
although in a less pronounced w

ay in C
anada –

 hom
e 

ow
nership rates am

ong younger adults have been in 
decline for m

ore than 20 years (see Figure 3). 

This pattern is likely to be m
ainly the result of declining 

house purchase affordability as house price rises 
have outpaced incom

e grow
th –

 even allow
ing for 

the effect of interest rates now
adays at historically 

low
 levels. H

ow
ever, w

hile these issues are, to som
e 

extent, a global phenom
enon, the A

BC
 countries have 

experienced falling hom
e ow

nership affordability of an 
unusually high order (see Figure 4).

A
 w

ider consequence of the ram
pant house 

price inflation in all three A
BC

 countries has been 
grow

th of m
ortgage liabilities. A

nd, as a result, 
their internationally high and recently rising levels 
of household debt. Though not at record levels, 
these rates are w

ell above the O
EC

D
 norm

 (Figure 
5). M

oreover, 4 in 5 first tim
e buyers receive fam

ily 
transfers, w

hile lim
ited access to hom

e loans 
increases credit card and other unsecured debts. 

In all three countries, recent pressures have 
been associated w

ith higher post-m
illennial 

rates of population grow
th. G

row
ing flow

s of 
overseas students have been a com

m
on factor 

com
pounding rental m

arket stress, particularly at 
the low

er end. W
ith non-m

arket housing stock 
additions failing to parallel population grow

th, 
dem

and pressures on rental housing affordable to 
low

 incom
e earners has been further ram

ped up. 
A

s also exacerbated by w
elfare benefit cuts, rising 

rates of hom
elessness –

 seen in A
ustralia and the 

U
K –

 have been one result.
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Figure 4: C
hange in house price/
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Figure 5: H
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W
ithin each of the three countries, recent years 

have seen grow
ing spatial polarisation of housing 

m
arkets as the largest and m

ost econom
ically 

successful cities have begun to detach from
 

national norm
s. A

ll of the cities featured in Figure 
6 saw

 disproportionate house price grow
th in the 

period 2005-2018. A
nd w

hile price inflation has 
recently seen a short-term

 pause in som
e of these 

locations the underlying fundam
entals rem

ain. 
For policym

akers, this secular trend poses acute 
challenges for the m

anagem
ent of pressured 

m
etropolitan housing m

arkets.

N
ote: for graphics sources and notes see page 20
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M
ost of the housing system

 factors that 
im

pair productivity are likely to have 
been com

pounded by post-m
illennial 

m
etropolitan grow

th.

Analysis of recent m
arket perform

ance in pressured m
etropolitan housing 

m
arkets in the ABC

 countries yields a num
ber of broad generalisations:

1. 
Post-G

FC
 econom

ic grow
th has driven 

significant population grow
th, generating 

housing dem
and pressures.

2. M
etropolitan housing supply is unresponsive to 

higher prices, especially in the short term
.

3. H
ouse price inflation has run ahead of other 

cities, tow
ns and rural areas for sustained 

periods, sparking concern that such cities m
ay 

now
 be m

ore driven by globalisation, and 
partially ‘de-linked’ from

 national econom
ies 

(see Figure 6).

4. Prim
arily due to increased m

ortgage borrow
ing, 

gross debt to household incom
e ratios in the 

A
BC

 countries have risen to near record levels

5. Rental affordability stress has m
arkedly 

increased for low
 incom

e-earners. This has 
contributed to rising hom

elessness and 
lengthening queues for social housing.

6. G
row

ing barriers to hom
e ow

nership entry 
experienced over the past 10-20 years have 
resulted from

 increases in non-housing debt 
(e.g. credit card and car debt has increased in 
all three countries) held by younger adults, as 
w

ell as from
 the cost of accessing and repaying 

larger m
ortgages.

7. 
A

 dow
nw

ard shift in young adult hom
e-

ow
nership rates has been seen for age groups 

from
 25 to 50, w

ith correspondingly increased 
rates of renting (see Figure 3).

8. For m
ore than a decade, a feedback loop 

resulting from
 investor landlord housing 

dem
and has contributed to rising prices w

hich, 
by raising the threshold for entry to ow

ner 
occupation, has expanded tenant dem

and for 
investor-acquired hom

es. 

9. Rising property dem
and has been largely 

driven by dom
estic factors: m

ortgage system
s, 

tax settings and perceived advantage over 
pension alternatives. H

ow
ever, w

hile property 
boom

s have been essentially dom
estic, grow

ing 
interest from

 overseas investors has m
eant that 

dom
estic factors no longer constrain expansion.

10. H
ousing assets account for a grow

ing share 
of household w

ealth in the A
BC

 countries, 
exacerbating inter-generational and inter-
regional w

ealth inequalities 

11. H
ousing m

arket pressures have reshaped the 
residential geographies of m

etropolitan areas 
over the last three decades, w

eakening the 
association of low

-incom
e households w

ith 
the inner city and the m

ore affluent w
ith the 

outer suburbs.

12. Evidence accum
ulates of increasing segregation as 

poorer households are increasingly concentrated 
in the m

ost deprived neighbourhoods.

O
ur approach: the stylised facts  

of pressured m
etropolitan m

arkets

A
 key focus for Shaping Futures w

as to 
better understand how

 econom
ic change 

im
pacts, both positively and negatively, 

on housing outcom
es in the m

ajor 
m

etropolitan areas of the A
BC

 countries. 
H

ere w
e are especially referring to recently 

boom
ing A

BC
 cities including Sydney, 

M
elbourne, London, Toronto and Vancouver.

O
ur approach is founded on a recognition that housing 

m
arket policies and adjustm

ent processes function at 
m

etropolitan scales. U
nfortunately, for policym

akers, 
housing m

arket geographies rarely m
esh w

ith 
adm

inistrative boundaries. G
iven this m

ism
atch, and 

considering the grow
ing need for m

ore effective responses 
to housing m

arket failure in our m
ajor cities, there is a 

grow
ing sense that strategic m

etropolitan authorities 
m

ight be the logical locus of future housing policy.

The Shaping Futures discussions highlighted that 
housing analysts’ concerns about the im

pairm
ent of 

urban productivity by housing system
 dysfunction 

are w
idely shared by business and housing industry 

sectors in grow
th cities such as London, Toronto and 

Vancouver. W
hile understanding of these issues rem

ains 
patchy and incom

plete, there is grow
ing evidence that 

housing affordability stress exerts significant influence 
on econom

ic productivity.

M
ost of the housing system

 factors that im
pair 

productivity are likely to have been com
pounded 

by post-m
illennial m

etropolitan grow
th. H

ousing 
practitioners are aw

are of these issues and in all the 
m

etropolitan areas in the study business leaders 
reported that rising housing costs im

peded the 
attraction and retention of essential skilled labour. 
Equally, excessive housing costs w

ere placing particular 
stress on creative sector w

orkers in the culture sector 
(m

ost of w
hom

 are low
-w

aged). These pressures also 
adversely affected new

ly form
ing households causing 

concern around the greying of city centres and on 
essential public (and private) service w

orkers to m
eet 

the 24-hour dem
ands of the m

odern m
etropolis. 

These intensifying problem
s of pressured m

etropolitan 
housing m

arkets dem
onstrate flaw

s in the w
ay housing 

policies are fram
ed and developed, and how

 housing 
has tended to rem

ain com
paratively unprioritized 

by policym
akers. These challenges are closely 

connected to the faulty econom
ic narrative about 

housing identified earlier in this sum
m

ary. Recognising 
housing’s role in supporting productivity and building 
the analytical capacity to better m

odel and m
easure 

the potential and actual im
pacts of housing is 

therefore essential.

 St G
eorge C

om
m

unity H
ousing, Sydney 

–
 affordable rental housing

©
 shutterstock.com

© shutterstock.com

© shutterstock.com
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But these im
provem

ents are only the equivalent to 
im

proving the perform
ance of a diesel truck in an era 

of driverless, electric cars. M
ore am

bitiously, housing 
sector cases need to highlight the w

ays that housing 
system

 perform
ance influences not only distributional 

outcom
es, but also all the m

ajor goals of m
odern 

governm
ents, including grow

th and com
petitiveness 

and carbon reductions.

The challenges w
e face in m

ounting this case include: 

	 The hybrid (m
arket/non-m

arket) nature of housing 
system

s that has left them
 exposed to the pro-

m
arket turn in policy thinking (cut public spending, 

prom
ote m

arkets and de-regulate provision).

	 H
ousing investm

ent appraisals have been underm
ined 

by the ‘leave it to the m
arket’ m

indset and also 
the cum

ulative erosion of analytical capacity and 
coherent system

-w
ide approaches to housing. 

	 A
s a consequence, Treasury decision-m

akers have 
faced neither evidence-based cham

pions for 
housing, nor a rigorous technical case for housing 
akin to the w

ay transport m
inistries argue for social 

productivity and infrastructure.

H
ousing m

arkets have been allow
ed to evolve in 

destabilising, inequality-increasing and unsustainable 
w

ays, m
ost clearly evident in the pressures visible in our 

open m
etropolitan housing system

s. But daw
ning official 

recognition of these consequences largely reflects 
housing crisis narratives and political responses, rather 
than any deeper engagem

ent w
ith the fundam

ental 
argum

ents m
ade here. 

Recently published 
econom

ic m
odelling 

research
2 that grew

 out 
of the Shaping Futures 
project, indicates that 
the strategic provision 
of affordable rental 
housing for m

iddle 
and low

er incom
e 

households w
ithin 

m
etropolitan Sydney 

could yield substantial 
econom

ic productivity 
benefits. The provision 
of such hom

es, close 
to em

ploym
ent 

opportunities, w
ould 

im
prove w

orkers’ job and training choices and 
reduce their travel tim

es. Consequent gains in 
real incom

es w
ould yield further em

ploym
ent 

and incom
e gains. W

ith benefit/policy cost 
ratios in the range of 3 to 4 the case for public 
policy support is strong. Doubly so, because 
these estim

ates did not factor in other potential 
productivity effects, such as the im

pacts on the 
grow

th and use of hum
an capital from

 living in 
healthy hom

es w
ith space to learn and w

ork, or 
the reduction of negative peer-group effects 
on teen school perform

ance and school-w
ork 

transitions that can arise in concentrated areas of 
low

-incom
e housing.

There is a grow
ing but disparate body of evidence (see 

box) that housing outcom
es play key roles in m

aking 
households, and the cities and econom

ies they reside in, 
m

ore productive. The strong cases for supporting better 
housing outcom

es that have been m
ade on grounds of 

fairness in periods of econom
ic dow

nturn and for stability-
inducing em

ploym
ent effects, need to be augm

ented by 
the grow

th benefits that flow
 from

 housing as an essential 
econom

ic infrastructure. These effects are com
plex, 

long-term
 and often difficult to identify, not least as 

governm
ents have w

idely failed to attem
pt to do so, thus 

placing housing investm
ent cases at a disadvantage in 

relation to, for exam
ple, transport investm

ent.

W
hat w

e need is an evidence-based system
ic 

approach grounded in analysis of real housing system
s, 

not questionable theory and assum
ptions about 

idealised housing m
arkets. W

e should dem
and to 

see the em
peror’s clothes of assum

ption, faith and 
casual em

piricism
 so that these can be replaced w

ith 
som

ething credible, w
idely acceptable and rigorously 

based on how
 housing m

arkets actually w
ork.

The housing sector m
ust enhance its understanding 

of the econom
ic consequences of housing system

 
perform

ance to develop a policy narrative w
ith greater 

potency w
hen productivity has becom

e a key policy 
concern. But in the realpolitik of policym

aking, better 
evidence is neither a necessary nor sufficient condition 
for housing policy change. Equally crucial w

ill be to 
develop and cham

pion a new
 econom

ic story for 
housing that w

ill alter the w
ay that public policy fram

es, 
evidences and evaluates housing policy cases.

W
hy do w

e believe that housing is essential 
econom

ic infrastructure and has becom
e 

w
rongly neglected in term

s of its potential 
m

acro-stabilisiation, com
petitiveness and 

productivity-enhancing roles?

First, it is w
ell know

n that housing and m
ortgage 

m
arkets w

ere an im
portant trigger of the G

FC
 

and this w
as, in part, because econom

ists failed 
to grasp the special asset m

arket nature of 
housing. It is not a big leap to suggest that m

ore 
recent m

etropolitan and national housing m
arket 

‘crises’ have at their root a continuing failure to 
understand the reality of housing system

s.

Second, there is now
 considerable em

pirical 
evidence that housing outcom

es (and, hence, 
the policy fram

ew
orks underlying the outcom

es) 
can and do im

pact on productivity and grow
th. 

The job is now
 to fit this m

ore intelligently into a 
fram

ew
ork that recognises the com

plexity and the 
stickiness of these m

arkets. 

Third, w
e need to look at housing outcom

es 
sensibly m

easured and ask policym
akers w

hether 
their program

m
es are: redistributing incom

e and 
w

ealth; increasing social m
obility; enhancing 

econom
ic productivity; and, lessening our 

environm
ental footprint?

The thread running through the Shaping 
Futures project is that argum

ents 
for stepped-up governm

ent housing 
investm

ent based on traditional notions  
of unm

et need no longer w
ork.

A
 standard response to this problem

 is to develop m
ore 

refined ‘investm
ent m

ultiplier’ estim
ates, and to m

arshal 
m

ore credible evidence on social returns and the saved 
expenditure on other public services that results from

 
reducing hom

elessness and other extrem
e housing stress.

 Lessons: a new
 econom

ic story for housing
W

hat w
e need is an evidence-based  

system
ic approach grounded in  

analysis of real housing system
s.

 M
irvac, Pavilions, O

lym
pic Park, Sydney  

–
 design for ‘build to rent’ project

©
 shutterstock.com
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Business diversification and  
not-for-profit housing providers
If social housing has a tw

enty-first century future it w
ill 

likely be ‘third sector’ or not-for-proft (N
FP) housing 

associations (to use the U
K term

inology) w
ho w

ill be 
the key players. These entities, w

hile generally reliant 
on som

e form
 of governm

ent support, are form
ally 

autonom
ous, and positioned som

ew
here betw

een the 
three poles of state, m

arket and com
m

unity. Exactly 
w

here w
ill vary from

 organisation to organisation, from
 

country to country, and over tim
e. 

In practice, this m
ay involve branching out into profit-

m
aking activities to cross-subsidise the core business 

of providing affordable housing. O
r, alternatively, 

‘diversification’ m
ay involve prioritising neighbourhood 

services and com
m

unity developm
ent activities that 

grow
 com

m
unity capacities rather than confining 

business scope exclusively to activities narrow
ly aligned 

w
ith regulatory obligations and corporate objectives.

A
m

ong U
K housing associations, divergence from

 an 
exclusive focus on social housing services has been 
evident for at least 20 years. The pressures underlying 
this trajectory have greatly intensified under the m

uch 
less benign public policy clim

ate experienced under the 
post-2010 ‘austerity’ regim

e. In part accelerated in this 
operating environm

ent, ‘diverse activities’ by 2017/
18 

accounted for m
ore than fifth of gross turnover am

ong 
England’s H

A
s.

In A
ustralia and C

anada, partly reflecting the sm
aller 

and less w
ell-endow

ed provider organisations that 
typify N

FP housing sectors in those countries, the 
scale and sophistication of business diversification is, 
as yet, far m

ore lim
ited. N

evertheless, such activity has 
recently been expanding.

The Shaping Futures team
 discussed ‘business 

diversification’ developm
ents am

ong N
FP housing 

provider organisations, draw
ing on contacts w

ith N
FP 

housing executives participating in the SF collaboration. 
W

e also explored practitioner perspectives on 
broadening business activity aw

ay from
 an exclusive 

focus on developing and/or m
anaging social housing. 

W
hile the developm

ent of m
arket products and services 

not directly related to traditional ‘core functions’ m
ay 

reflect the w
ish to cross-subsidise social housing activities, 

this m
ay raise ‘m

ission drift’ questions as an organisation 
expands its geographical and/or business rem

it. 

A
 second related question is w

hether N
FP organisational 

culture is inevitably altered by a m
ore business-

oriented stance? A
s posed by the earlier ‘N

ew
 Tim

es, 
N

ew
 Businesses’ report, ‘the key question is w

hether 
[divergence from

 a prim
e focus on social housing] 

dam
ages the non-profit perform

ance and ethos of the 
overall non-profit’. These tensions are also em

ergent in 
the different contexts of C

anada and A
ustralia.

Lessons: 
diversification, finance and institutions

Finance
O

ur analysis of financing and funding of affordable 
housing reached a num

ber of im
portant conclusions 

for the w
ider project:

	 The housing sector is best understood as a 
connected system

 and w
e should locate the reform

 
of housing finance in such a context.

	 H
ousing affordability stress is a real and w

idespread 
problem

, especially as em
bodied by the excessive 

financial burden faced by low
est quintile renters, 

but also m
any ow

ners. This underlies the need 
for m

ore, sm
art financial program

m
es to support 

affordable or low
-cost housing.

	 A
nalysis by D

erek Ballantyne for Shaping Futures 
highlights (a) the universal or irreducible com

ponents 
of affordable housing developm

ent and operational 
housing finance; (b) that innovations in this field 
are often institutionally sticky and therefore hard 
to transfer across national boundaries; and (c) that 
innovation is increasingly scarce and not a silver 
bullet (essentially, w

e are using different, finite 
com

binations of the sam
e com

ponents: land, 
equity, finance and construction costs). C

ritical to 
supply interventions is the political w

ill to com
m

it 
significant scarce resources to housing program

m
es 

in preference to com
peting policy areas.

	 Subsidy m
echanism

s for housing are problem
atic 

in an era of austerity and com
petition for scarce 

public funds. H
ence, the shift to guarantees, to 

m
ore creative use of land and to new

 form
s of 

private sector participation –
 although finance 

sector appetite for private-led investm
ent 

stubbornly rem
ains less than policym

akers desire.

1. 
The prevention argum

ent –
 the case that targeted 

housing investm
ent can reduce future social policy 

costs through savings via reduced hom
elessness, 

addiction treatm
ent, crim

inal justice system
 

spending, health and social care costs, education 
outcom

es and w
elfare spending? 

2. The costs of inequality argum
ent. H

ousing is an 
im

portant store of w
ealth and is a key driver, and 

outcom
e of, greater w

ealth inequality. The long-
term

 corrosive effect of w
ide sw

athes of outsiders 
being unable to benefit from

 the security and 
control that com

e w
ith hom

e ow
nership raises 

the w
ider concern of declining social capital and 

unfulfilled housing (and household) careers.

3. A m
acroeconom

ic argum
ent. The tax-privileged 

status of hom
e ow

nership in the ABC countries m
ay 

help to explain the crow
ding-out of m

ore productive, 
diversified form

s of investm
ent and savings. Investable 

resources tied up in second-hand housing are being 
lost to the capital m

arkets. W
hile this is controversial, 

it is an argum
ent in need of evidence.

4. W
ithin governm

ent, the case for additional housing 
resources is essentially a cost-benefit analysis 
question. Sectors like transport investm

ent, have 
evolved a clear set of param

eters and variables for 
this purpose. These conditions do not yet apply 
to social housing and this serves to underm

ine 
housing investm

ent prospects in public spending 
decision-m

aking. The sector as a w
hole m

ust build 
such a consensus around established principles and 
evidence as a m

atter of urgency.

A
ffordable housing industry priorities, therefore, 

should not be dom
inated by aspirations to build 

innovative new
 financial m

echanism
s. M

ost of 
the instrum

ents required are out there already. 
Perhaps the key dim

ension is w
hat w

e have 
elsew

here called the housing story. In our view
 

a tipping point has arisen that –
 in the interests 

of the econom
y, society and the sustainability of 

our m
etropolitan regions –

 calls for channelling 
of scarce resources into affordable housing 
investm

ent. To this end, industry advocates 
should m

arshal four specific argum
ents.

At tw
o w

orkshop events in 2016 and 2017, 
the Shaping Futures team

 m
et to diagnose 

the faulty housing narratives in each 
country, to distil com

m
on lessons and 

also to w
ork on m

ore specific questions 
essential to the construction of a new

 
narrative for housing. H

ere, w
e drill dow

n 
into these debates as they relate to four 
key housing system

 com
ponents.

© shutterstock.com

 C
astle Rock C

apital; N
ew

tow
n, Sydney  

–
 N

ew
 G

eneration Boarding H
ouse
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M
odern institutions

The Shaping Futures team
 concluded that there is no 

pat answ
er to the question ‘w

hat kind of governance or 
housing institution is required to achieve our housing 
policy reform

s?’ Indeed, reasonable cost benefit or 
policy appraisal analysis m

ay conclude that status quo 
arrangem

ents are functioning adequately and should 
therefore be left undisturbed. 

G
ood governance of housing institutions –

 and w
ithin 

it, housing regulation –
 should be balanced. That is, it 

should trade-off leanness, flexibility and responsiveness 
w

ith appropriate analysis of perform
ance and new

 risks. 
But it also needs to be incentive-com

patible –
 to build 

capacity, im
prove perform

ance, educate about risk, 
finance, other parties, etc. 

Institutions and regulation should go w
ith the grain of 

the housing system
 (e.g. in term

s of m
arket influence). 

W
here regulatory intervention is needed to enhance 

system
 outcom

es, this should also be planned, organised 
and im

plem
ented given existing fram

ew
ork constraints 

(i.e. w
hat is feasible and possible, rather than w

hat m
ight 

be desired in a context-free vacuum
). Institutions and the 

governance of the housing system
 should be consistent 

w
ith long-term

 policy objectives. This suggests 
that institutions should be designed and strategies 
constructed com

patible w
ith broader policy objectives.

G
ood governance, agencies and institutions need to 

be both robust and resilient to shocks. Funding for 
these institutions (particularly in the public sector) 
needs also to be incentive-com

patible w
ith rew

ards 
for good perform

ance but also predictability over the 
econom

ic cycle.

D
espite the desirability of enduring institutions and 

related to longer term
 policy objectives, there needs to 

be sufficient flexibility in arrangem
ents to allow

 space 
for initiated innovation and experim

entation in delivery 
m

odels, finance, land interventions, etc. This m
ay be 

led by those m
ore flexible institutions like the Scottish 

Futures Trust, but just as easily could be a partnership 
w

ith policy entrepreneurs and providers as they com
e 

forw
ard w

ith new
 ideas - as is proposed in the recent 

C
anadian housing strategy. 

The Shaping Futures w
ork also recognised that as m

ajor 
players and stakeholders, m

odern housing institutions 
need to invest in and prom

ote w
ell-evidenced 

research and analysis, prem
ised on reliable and 

current inform
ation. A

s is the case for providers and 
governm

ents, this is especially im
portant for thinking 

through the system
-w

ide consequences of possible 
actions and non-actions, that im

pact on the w
ider 

housing sector.

The private rental sector
A

ll of the A
BC

 countries have recently experienced 
significant and unplanned private rental sector (PRS) 
expansion. In part, this reflects the grow

ing attraction 
of ‘bricks and m

ortar’ residential investm
ent in the 

context of declining yields from
 other asset classes 

in the 2000s. But it also results from
 rising rental 

dem
and due to constrained access to hom

e ow
nership 

and social housing, as w
ell as strong grow

th in renter 
populations such as overseas students.

H
ow

ever, sector grow
th, often especially rapid in parts 

of the U
K, has also triggered a com

m
on set of concerns 

across the A
BC

 countries on rental m
arket regulation as 

it affects tenant security and rents, as w
ell as property 

and m
anagem

ent standards.

The preference for largely de-regulated system
s 

w
hich generally favour landlord interests rem

ains 
dom

inant across A
BC

 countries. H
ow

ever, as recently 
show

n in both Scotland and the A
ustralian state of 

Victoria, progressive reform
s that begin to re-balance 

the situation can be politically tenable. M
oreover, 

m
any continental European fram

ew
orks dem

onstrate 
the feasibility of rules that (by com

parison w
ith A

BC
 

country norm
s) m

aterially benefit tenants w
ithout 

deterring investors.

Especially in the U
K, recent years have seen the 

em
ergence of a new

 ‘build to rent’ (BtR) industry that 
prom

ises to deliver a purpose-designed, professionally-
m

anaged rental product (akin to C
anadian experience 

in the 1960s and 70s). Fulfilling a long-held policym
aker 

aspiration, this has begun to engage institutional 
investm

ent in m
arket rental housing provision. It also 

has the potential to enhance build quality and to offer 
longer-term

 tenant security. If claim
s to deliver against 

these desirable policy aim
s are judged credible it w

ould 
be logical for governm

ents to equalise tax and policy 
settings previously im

peding progress (as in A
ustralia). 

A
s yet, new

 BtR output rem
ains relatively sm

all in scale 
in the U

K and C
anada and, so far, only prospective in 

A
ustralia. H

ow
ever, if fostered by policym

akers in w
hat 

have been benign investm
ent conditions, the sector 

m
ay w

ell becom
e m

uch m
ore im

portant over tim
e.

A
ll of the A

BC
 countries have recently 

experienced significant and unplanned 
private rental sector (PR

S) expansion.

G
rocon – Parklands, G

old C
oast, Q

ueensland. 
A

ustralia’s first ‘m
ainstream

 m
arket’ build to

rent project (re-purposed from
 its initial use as

C
om

m
onw

ealth G
am

es). 
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The Shaping Futures team
 agreed the follow

ing principles to  
provide a coherent fram

ew
ork for reform

ing housing policies.

01
Future housing policies should 
be intelligent, apply appropriate 
instrum

ents to real (not ideal) housing 
system

s that are em
pirically understood 

by policym
akers, and possess w

ell-
developed logic chains connecting 
policy actions to chosen goals.

02
The housing sector has to be seen as a 
connected, dynam

ic system
 w

here the 
aim

s, design, and resources for housing 
policies need to be set in that system

ic 
context.

03
In contrast to current experience, 
governm

ents at national and sub-
national levels m

ust m
ove beyond the 

im
portant, but overly-narrow

 focus 
on financial stability, and should have 
an explicit ‘housing m

arket’ strategy 
to support productivity grow

th and 
fairness.

04
G

overnm
ents should jettison the 

uncritical pro-m
arket stance adopted 

after the 1980s and rethink the positive 
roles of non-m

arket housing and non-
m

arket housing providers. That case 
is about m

ore than sim
ply providing 

shelter for the poor; it also recognises 
their reputation as providers of quality 
custom

er care and practitioners of 
‘patient capital’. 

05
H

ousing policy decisions require spatial 
aw

areness; they need to have regard 
to the places that housing investm

ent 
shapes and m

ust recognise the 
geography of econom

ic connections 
that shapes supply and dem

and in the 
local housing system

. 

06
The strategic and econom

ic roles of 
housing require a m

etropolitan (or rural 
region) level focus so that governance 
is aligned to the key scales at w

hich 
housing system

s operate.

07
H

ousing policies, investm
ent and other 

actions should be designed and delivered 
to contribute effectively to w

ider 
governm

ent goals in term
s of, for exam

ple, 
econom

ic developm
ent, greenhouse gas 

reduction and social inclusion.

08
G

iven the renew
ed em

phasis on the 
econom

ic consequences of housing 
outcom

es, housing m
ust be recognised 

as essential econom
ic, as w

ell as social, 
infrastructure.

09
G

overnm
ents should reassess their 

core policy thinking fram
ew

orks to 
reconsider the essential qualities of 
decision-m

aking fram
ew

orks that 
generate effective policy decisions. 

10
G

overnm
ents, like housing providers, 

should be judged not by w
hat they 

prom
ise but by w

hat they deliver. W
here 

governm
ents fail to reduce housing needs 

and excessive rent burdens over prolonged 
periods then housing rights argum

ents 
m

ay be required to bring system
atically 

neglectful governm
ents to account.

Ten principles 
for housing policy and tax reform

“G
overnm

ents should jettison
the uncritical pro-m

arket stance
adopted after the 1980s”

St G
eorge C

om
m

unity H
ousing, Sydney

– affordable rental housing 
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M
ultiple stakeholders can reinforce  

the new
 policy narrative

 Joining the debate
It is essential that local com

m
unities,  

non-profits, housing association boards and 
other key stakeholders reflect on and debate 
the ideas, the evidence and the call for 
reform

 contained here.

Interested parties are invited to draw
 on the m

aterials 
w

e use in the m
ain report 1, in particular, the national 

housing stories for the U
K, C

anada and A
ustralia and 

use these to fram
e discussions of:

1. 
Thinking of current and longer term

 problem
s in your 

housing m
arket, can you list and prioritise the m

ost 
serious facing your com

m
unity?

2. The current state of housing policies and practice in 
your jurisdiction. H

ow
 m

uch of a priority is housing 
and is this changing?

3. W
hat is your com

m
unity’s consensus vision for 

future housing policies, w
hat needs to be done to 

achieve this and w
hat should be done first?

4. H
ow

 far do you agree w
ith our proposed ten 

principles for reform
? W

hat w
ould you change? 

In this report w
e cover several relevant topics that 

speak to consum
ers and com

m
unities on the one hand 

and to the providers, peak bodies and policym
akers 

on the other. Below
, w

e suggest a few
 key questions 

that add to the first four. You can debate these in short 
focused sessions you could run yourself –

 test the 
assum

ptions that w
e and others have about our current 

housing policies, and propose new
 housing stories.

Com
m

unities
	 W

hat is your com
m

unity’s housing story?

	 W
hich parts of your housing system

 w
ork?  

W
hat parts need im

provem
ent?

	 W
hat are the three m

ost pressing housing-related 
issues currently faced by your com

m
unity?

	 H
ow

 do national, state or m
unicipal housing policy 

and practice support these priorities?

	 Are inclusionary zoning (or affordable housing quotas) 
and housing first policies on the disposition of land used 
by your m

unicipality? W
hat difference do they m

ake?

	 H
ow

 can local com
m

unities becom
e m

ore directly 
involved in shaping housing polices that affect you?

Policym
akers and Practitioners

	 W
hat do housing policies do w

ell and less w
ell to 

help housing providers deliver m
arket and affordable 

housing?

	 W
hat are the m

ain barriers and blockages and how
 

m
ight they be overcom

e?

	 W
hat w

ould you do to m
ake housing m

arkets  
w

ork better?

	 W
hat w

ould a functional housing system
 look like?

	 H
ow

 do w
e convince governm

ents to re-prioritise 
housing?

W
e recom

m
end the annual staging of national and/or 

regional conferences to involve the lead representatives 
of all five stakeholder groups indicated in the diagram

. 
This should m

onitor progress tow
ards developm

ent of the 
new

 narrative, and the effectiveness of stakeholder inputs.

Supporting this interaction should be incorporated 
w

ithin the role of dedicated housing strategy and 
analysis personnel w

ithin the relevant governm
ent 

departm
ent or agency.

This w
ill help sustain and reinforce the new

 m
odel 

of policym
aking, the evidence base and the system

 
thinking m

ode so urgently needed.

	 N
ational governm

ents and their agencies 
are ultim

ately accountable and need to set 
consistent approaches at sub-national level 
and w

ork credibly w
ith private sector and N

FP 
providers. They m

ust develop the institutional 
fram

ew
orks to em

bed evidenced system
s-

thinking on housing. 

	 Together w
ith their peak bodies, both N

FP 
providers and private sector players w

ill 
need appropriate incentives and up-to-date 
inform

ation enabling them
 to deliver the 

requirem
ents of the new

 narrative. 

	 Sub-national governm
ent tiers are m

ost 
suitably tasked w

ith leading and im
plem

enting 
local housing strategies, including evidence 
assem

bling and reporting. 

	 Tenant groups, consum
ers groups and 

com
m

unities need to have sufficient trust in the 
im

plem
entation of the new

 narrative and the 
space to w

ork w
ith and also challenge provider 

and governm
ents w

orking on their behalf, if not 
actually co-producing housing solutions.

The ‘new
 housing policy narrative’ 

em
erges from

 the ten principles of 
reform

 discussed earlier. G
iving these 

principles traction w
ill call for an active 

com
m

itm
ent to collaboration, scrutiny 

and accountability from
 across the key 

housing system
 stakeholders.

TH
E N

EW
 

H
O

U
SIN

G
 

PO
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W
e w

ould be delighted if you  
could sum

m
arise the discussions  

you have and send us the results at 
adm

in@
policyscotland.co.uk.  

W
e w

ill post them
 on our w

ebsite 
https://shapingfutures.gla.ac.uk. 
W

e w
ould be happy to m

aintain the 
discussion netw

ork, so please let us 
know

 if you w
ould like to continue  

to participate.

 Regent Park, Toronto
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