


High home ownership rates among older households contribute to a lack of
concern about older renters. Indeed, current concerns in rich OECD countries
(including Australia) are more often about how older asset-rich households can
increase their living standards by turning their housing assets into income.? Older
renters do not have this option. They are disadvantaged compared with owners
probably because, for most of their lives, they are also likely to have been less
advantaged than their home-owning counterparts.

In every age group, renters have average incomes that are systematically lower
than those of owner-occupiers. See Figure 1. While it does not necessarily follow
that households who are disadvantaged at a particular point in their life-cycle
will be disadvantaged throughout their whole lives, there are numerous indica-
tions that this is a likely outcome.?' Likewise, renters may not always have been
renters, but a significant and growing proportion are shown to have been renters
for a long time.2?
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Source: Australian Bureau of Statistics Survey of Income and Housing, 2011-12. Results derived from ABS Basic CURF data.
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Lower incomes and lower wealth both reduce capacity to accumulate wealth.
Income-related contributions to tax-advantaged compulsory superannuation
illustrate one relationship between income and wealth accumulation. Income and
deposit constraints that limit borrowing capacity and access to tax-advantaged
housing assets, illustrate the dual constraint of income and wealth on the capac-
ity to accumulate wealth. These constraints contribute to disparities in net wealth
between owners and renters that are far greater than disparities in income. For
younger households, owners’ net wealth is around twice that of renters. For older
households, owners’ net wealth is around six times higher than that of renters.
See Figure 2. The process of intergenerational transmission of wealth through
inheritance is likely to exacerbate rather than ameliorate existing inequalities.?

Housing wealth is one of the primary sources of these disparities. The extent of
current housing wealth in Australia results largely from the significant growth in
real dwelling prices that began in the mid-1980s. Some 40 years on, despite a
number of market shocks, this growth has yet to run out of steam. The greatest
beneficiaries of this long-run dwelling price growth are those who owned their
dwellings before 1985, followed closely by those who have purchased since. The
greatest losers are renters excluded from home purchase.

Renters not only have lower holdings of housing wealth (by definition they have
no owner-occupied housing wealth) but they also have considerably lower hold-
ings of other forms of wealth. See Figure 3.

In the ten years before people turn 65, when their superannuation wealth is likely
to be at its maximum, the average superannuation wealth of renters (adjusted for
household size) is less than 40 per cent of the average superannuation wealth of
home owners. At less than $70,000, this is well below the level presumed neces-
sary to sustain even a modest lifestyle in retirement. During their working lives, the
lower average incomes of renters mean they have less capacity to contribute to
superannuation or, indeed, to accumulate any other form of wealth.

FIGURE 3
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Source: Australian Bureau of Statistics Survey of Income and Housing, 2011-12. Results derived from ABS Basic CURF data.
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For renter households in the pre-retirement age group, average total net wealth is
less than one quarter that of home owners. After age 65, their average total net
wealth compares even less favourably.?* An asset-based welfare system provides
no comfort to the majority of older renter households.

Since the early 2000s, the Australian Government has used a series of
Intergenerational Reports to assess the sustainability of current and/or proposed
fiscal policies for the 40 years ahead. These reports have examined the impli-
cations of long-term demographic and economic growth trends on Australian
Government spending.?® They reflect a concern with future living standards. They
are seen as an important means of focusing public attention on Australia’s longer
term challenges of maintaining and improving living standards, and of stimulating
policy adjustments in order to do so.

Each of the four Intergenerational Reports released to date has examined the
impact of projected trends on the main items of government expenditure, includ-
ing measures intended to enhance retirement incomes, and to reduce reliance
on the Age Pension. The 2015 Intergenerational Report explicitly acknowledges
three pillars of Australia’s retirement income system: the Age Pension, compul-
sory superannuation, and voluntary saving. However, as with previous reports, it
neglects the critical role played by a fourth pillar in protecting the living standards
of older Australians — that of owner-occupied housing.?®

All reports have ignored the impact of current poli-
cies, and of economic and demographic trends, on
older households’ present and future housing out-
comes. This might be explained by two current facts:
(i) relatively few older households do not own their
own home; and (i), public rental housing partially
protects the living standards of many of those who
do not own.

However, for reasons discussed below, the number of older income- and asset-
poor households is likely to grow rapidly over the next 40 years and many of
these are likely to be in the private rental market.
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The first reason is simple: Australia’s population is growing and ageing. Current
projections suggest the number of Australians aged 65 years or older will more
than double in the next 40 years.?” If the proportion of older households living
independently as renters remains the same as it has for the past 40 years, then
in 2054 the number of older renters will also more than double — from around
300,000 households in 2014, to more than 600,000. If the proportion of older
LER households remains the same, most of these older renters will be income-
and asset-poor.

The following reasons are more insidious: it is likely that the assumptions made in
these simple projections provide too conservative an estimate of the numbers of
older LER households forecast to face future hardship in the private rental market.

The first of these conservative assumptions relates to the changing structure of
Australia’s rental system. Currently, most income- and asset-poor older renters
are in the public rental system.?® However, since the mid-1990s, the absolute
number of dwellings in public rental has declined by 50 per cent to 4 per cent of
Australia’s total dwelling stock.?® See Figure 4.

Moreover, current social housing allocation criteria place mental iliness, addiction
issues, physical disability, and domestic violence ahead of housing affordability
problems. While this policy remains, future generations of older LER households
are less likely to access social rental dwellings. Thus, as the number of renters
increases, a growing share will end up in the private rental market. If there is no
increase in the number of social rental dwellings available for older households,
the share of LER older households in the private rental market could increase
from a current share of less than two out of every five renter households, to
almost seven out of every 10.%°

FIGURE 4
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FIGURE 5
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The private rental market, however, is ill-prepared to cope with this growth. There
have been significant and growing shortages of dwellings that are affordable for
low income renters.®' Despite a growing number of low income households, the
stock of low rent dwellings has been steadily declining for more than a genera-
tion. See Figure 5.

A shortage of affordable and available rental dwellings for low income renters
means older LER renters are less likely to be able to find dwellings that meet
their needs. This increases their risks of facing both non-economic and economic
hardship. In the absence of significant policy change, the likelihood is that short-
ages will continue over the next 40 years or so. In the future, this will exacerbate
the affordability problems and other issues faced by older private renters.

The second of the conservative assumptions made (in estimating a doubling of
the number of older renters by 2054) is that the proportion of older renters will
remain at 15 per cent — that is, the same over the next 40 years as it has been
over the past 40 years.

This presumes the home ownership rate of over 65s will remain at 85 per cent.
It also presumes that home ownership rates of those currently under 65 will be
sustained at levels that gave rise to the current rate for those over 65. But this
is unlikely. Since the 1990s or even earlier, economic and demographic factors
have pushed dwelling prices to a point where first home buyers face significant
affordability constraints. As a result, for well over 30 years, there have been signif-
icant reductions in home ownership rates among successive cohorts of younger
households.®? See Figure 6.
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FIGURE 6

AGE-SPECIFIC HOME OWNERSHIP RATES, 1991 TO 2011
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Source: Australian Bureau of Statistics, Census of Population and Housing (stated years) customised data (excludes records where tenure
not stated)

TABLE 5
PROJECTIONS OF OLDER RENTER HOUSEHOLDS BY AGE GROUPS, 2008 TO 2028, SELECTED YEARS

Age of reference

person 2008 2013 2018 2023 2028
65-74 Private renter 79,600 105,700 137,000 158,500 184,700
Public renter 46,500 62,200 81,700 94,700 110,700
Total renters 126,100 167,800 218,700 253,200 295,300
75-84 Private renter 52,200 54,000 62,000 84,300 108,700
Public renter 31,800 32,200 36,600 49,600 64,100
Total renters 84,000 86,200 98,600 133,800 172,900
85+ years Private renter 14,400 18,600 20,900 23,100 28,000
Public renter 8100 10,400 11,500 12,500 15,000
Total renters 22,500 29,000 32,300 35,700 43,100
All households Private renter 146,200 178,200 219,900 265,900 321,400
aged 65
and over Public renter 86,500 104,800 129,700 156,800 189,800
Total renters 232,600 283,000 349,600 422,700 511,300

Source: National Housing Supply Council projections based on McDonald—Temple household growth scenarios.
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These declines have been most pronounced for households in the bottom two
income distribution quintiles. See Figure 7.%® Some of the more recent declines
for relatively affluent younger households are offset by a small proportion who are
renters, but who have become first-time purchasers as landlords.3

As each cohort moves through middle-age and into retirement, it is unlikely home
ownership rates can fully recover from their current 30+ year lows. Income and
net wealth data (in Figures 1 and 2) suggests that, without considerable assis-
tance from intergenerational wealth transfers, households who do not become
home owners while relatively young are unlikely to have sufficient economic
resources to change their tenure status as they age. If this is the case, an
increased proportion of households will reach retirement without the protection
provided by the fourth pillar of Australia’s retirement income system, and without
the social rental housing safety net. These households will be forced to rely on the
private rental market.

Increasing inequality

The third of the conservative assumptions made is that the proportion of income-
and asset-poor households in rental housing will remain constant. Since the early
1980s, despite an overall growth in household incomes, there has been a clear
trend of rising income inequality. Wealth inequality has also risen, particularly
because of increased wealth of the very rich.%®

Increasing income and wealth inequality are likely to mean that advantaged
households will increasingly squeeze disadvantaged households out of property
ownership. This is already happening in some markets — investors, who tend to
have greater borrowing capacity than first home buyers, add to price pressures
and squeeze out less advantaged first home buyers.%®
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Housing makes a critical contribution to sustaining the living standards of older
households who are income-poor but asset-rich in retirement. Hence, the chal-
lenge of how to ensure the living standards of those who are income-poor and
asset-poor must start with housing.

Experience suggests that many households are at risk of experiencing high levels
of economic hardhip if they have to rely on the private rental market to meet their
retirement housing needs. This suggests the most critical response is to reverse
the decline in the supply of affordable rental housing, in particular, the declining
share of social rental housing.®”

Increasing or restructuring Commonwealth Rent Assistance to ensure that retire-
ment income is adequate to cover rental costs may provide a short-term or
stop-gap solution. However, it is unlikely to provide a long-term solution unless
there is a simultaneous increase in the supply of affordable rental housing. Without
this, any increased rent assistance will simply be passed through to increased
rents. It is important to increase the supply of affordable housing that is suitable
for older households, and to ensure that it remains suitable and affordable.

A more fundamental set of solutions might focus on the

difficult task of improving housing affordability in general.

Current and past inquiries into housing affordability provide

an overview of the broad range of potentially viable policies

that would work both by increasing the supply of housing

to meet the needs of new households, and by reducing

demand for housing from existing households.® Many

policy ideas, such as increased infrastructure provision

(potentially funded through value capture), lie outside of

what is generally regarded as ‘housing’ policy. Many others often appear too
politically difficult and are set aside. These include the options of extending land
tax to include owner-occupied housing; including the family home in the assets
test; re-assessing the current tax treatment of housing (including negative gearing
and the discount on the capital gains tax for investors, or the exemption of owner-
occupied housing from the capital gains tax); and the introduction of a wealth or
inheritance tax.

Australia could make a fundamental shift towards redistributive policies with the
capacity to reduce the growing intra- and inter-generational inequalities in income
and wealth that contribute to the loss of control over older people’s lives. Unless it
does so, the retirement living standards of income- and asset-poor households —
people like Tom — are unlikely to improve.
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CSC
CSIRO
Deloitte
EY

G4S Australia and
New Zealand

HASSELL

Herbert Smith Freehills
Hyder Consulting

IBM

Industry Super Australia
John Holland

KPMG

Leighton Contractors
McKinsey & Company
Microsoft

Milwaukee Tools Australia

Minerals Council of
Australia

Mitsubishi Australia
Navitas

Nous Group

Philips Electronics
PwC Australia

Reserve Bank of Australia

Rio Tinto

RSM Bird Cameron
Santos

Serco Australia
Shell Australia
Siemens

Stellar Asia Pacific
Stockland

Telstra

The University of
Queensland

Transdev
Transfield Services
Transurban
TRILITY

Uber

URS

Westpac

WSP | Parsons
Brinckerhoff

Aged and Community
Services Australia

Australian Bureau
of Statistics

Australian National
University

Federal Department
of Employment

Federal Department of
Industry and Science

Group of Eight Australia
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AGL

Australian Computer
Society

Australian Payments
Clearing Association

Barangaroo Delivery
Authority

Bloomberg

BOC

Business Events Sydney
BRI Ferrier

Caltex Australia

Cement Concrete and
Aggregates Australia

Clean Energy Finance
Corporation

Coal Services

Community Services and
Health Industry Skills
Council

David Adams

Defence Housing Australia
Diabetes NSW

Edelman

EIG

Export Finance and
Insurance Corporation

Four Seasons Hotel
Sydney

Fragomen
Gadens
Gilbert + Tobin

Greg Fackender



Guy Dixon
Healthdirect Australia
Healthways Australia
Holcim (Australia)

Hunter Water
Corporation

Insurance Australia
Group

JBA

J.P. Morgan

Kreab

Phillip Isaacs, OAM
Macquarie Group
Macquarie University

McCullough Robertson
Lawyers

Maddocks
ManpowerGroup Australia
Marsh

National Insurance
Brokers Association of
Australia

New South Wales
Treasury Corporation

NICTA

NSW Department of
Family and Community
Services

NSW Department of
Planning and Environment

NSW Department of
Premier and Cabinet

NSW Ports
Plenary Group

Regional Development
Australia Hunter

Snowy Hydro
Sydney Airport

Sydney Business School,
University of Wollongong

Sydney City Council
Sydney Water

TAFE NSW Western
Sydney Institute

The Benevolent Society
The BPAY Group
The Future Fund

The University of Sydney
Business School

The Waypoint Group
Thorn Group

Transport for NSW
UGL

United Overseas Bank
University of Newcastle

University of Technology
Sydney

University of Western
Sydney

UNSW Australia
Wollongong City Council

WorkCover NSW
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Darwin Convention Centre

Accenture Australia
Advance Cairns
Arrow Energy

AGL

Aurizon
AustralianSuper
Bank of Queensland
BDO

Bond University

Brisbane Convention
and Exhibition Centre

Brisbane Marketing
City of Gold Coast
Clanwilliam Aged Care
ConocoPhillips

Construction Skills
Queensland

Community Services
Industry Alliance

Echo Entertainment Group

Emergency Medicine
Foundation

Energex

Ergon Energy
GHD

Griffith University

Hastings Deering



lan Davies

Ipswich City Council
James Cook University
KDR Gold Coast

K&L Gates

Local Government
Association of Queensland

Logan City Council
Lutheran Community Care
MacroPlan Dimasi

McCullough Robertson
Lawyers

Morgans

National Australia Bank
New Hope Group
NOJA Power

Port of Brisbane

QGC

Qc

QSuper

Queensland Airports

Queensland Competition
Authority

Queensland Department
of Natural Resources and
Mines

Queensland Department
of Environment and
Heritage Protection

Queensland Department
of the Premier and
Cabinet

Queensland Department
of State Development

Queensland Department
of Transport and Main
Roads

Queensland Law Society

Queensland Resources
Council

Queensland Treasury
Corporation

Queensland Treasury
Queensland Urban Utilities
QuT

Robert Walters

Robyn Stokes

Santoro Consulting
Seqwater

South Burnett Regional
Council

St Vincent de Paul Society
Sue Boyce

Suncorp Group

SunWater

Super Retail Group

Toowoomba and Surat
Basin Enterprise

Toowoomba Regional
Council

Transurban
UniQuest

University of Southern
Queensland

NICTA

Wiggins Island Coal Export
Terminal
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Adelaide Airport
Adelaide Casino

Adelaide Convention
Centre

BankSA

BDO

Business SA
Coopers Brewery
Data Action
ElectraNet

Flinders Ports
Flinders University
Funds SA

Health Partners
Hughes Public Relations
Hoshizaki Lancer
Life Without Barriers
Master Builders
Association of South
Australia

NCVER

Philmac

RAA of SA Inc

SA Department of
Environment, Water and
Natural Resources

SA Department of Health

SA Department of Primary
Industries and Regions

SA Power Networks

Scotch College Adelaide



South Australian Water
Corporation

Southern Cross Care (SA)
Inc

Statewide Super
TAFE SA
Thomson Geer

University of South
Australia

Aurora Energy

Tasmanian Department of
Premier and Cabinet

TasNetworks

University of Tasmania

AusNet Services
Australian Unity
Barwon Water
BASF Australia
Benetas

Bombardier Transportation
Australia

Bravo Consulting
Bupa

Care Connect
Cabrini Health
CBP Lawyers

Citipower and Powercor
Australia

City of Ballarat

City of Greater Geelong
City of Melbourne

CSL Limited

Deakin University
Epworth HealthCare

Essential Services
Commission

ExxonMobil

GHD

Housing Choices Australia
IFM Investors
Independent Broad-
Based Anti-Corruption
Commission Victoria

(IBAC)

Independent Schools
Victoria

JANA Investment Advisers
Janice Van Reyk

Jo Fisher Executive

La Trobe University

MAI Capital

Medibank

Melbourne Water
Corporation

META

Mitchell Institute
Monash University
National Australia Bank
NICTA

Open Universities
Australia
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Oracle
PGA Group
Pinnacle Group

Port of Hastings
Development Authority

Programmed Group
Public Transport Victoria
RMIT University

Royal Automobile Club of
Victoria

Sue Zablud
Sustainability Victoria

Swinburne University of
Technology

The Future Fund
The Smith Family
Toyota

Treasury Corporation of
Victoria

United Energy and
Multinet Gas

University of Melbourne

Victorian Department of
Education and Training

Victorian Department of
Environment, Land, Water
and Planning

Victorian Department of
Premier and Cabinet

VicTrack
Western Water

Wilson Transformer
Company

Workskil

Yarra Trams



Australian Bureau of
Statistics

ATCO

Bendigo Bank
Brookfield Rail
Chevron Australia
CITIC Pacific Mining
City of Perth
ConocoPhillips
Curtin University
DORIC Group
Dynamiq

Edith Cowan University
ExxonMobil

Georgiou Group

HopgoodGanim Lawyers

Independent Market
Operator

INPEX

Jackson McDonald
Lanco Resources
LandCorp

Landgate

Leighton Contractors

Main Roads, Western
Australia

Murdoch University
OptaMAX
Perth Airport

RAC of WA

Public Sector Commission
Terry Grose

The University of Western
Australia

The Chamber of Minerals
and Energy of Western
Australia

WA Department of
Agriculture and Food

WA Department of
Commerce

WA Department of Lands

WA Department of Mines
and Petroleum

WA Department of
Planning

WA Department of
Regional Development

WA Department of
Transport

WA Department of
Treasury

Wesfarmers

Western Australian
Treasury Corporation

Whelans Australia

Wellard Group Holdings
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Martin Albrecht AC

Laureate Professor Adrienne Clarke AC
Ivan Deveson AO

Professor Julian Disney AQ
Laureate Professor Peter Doherty AC
Peter Duncan

Professor Margaret Gardner AO
The Hon. Nick Greiner AC

The Hon. Martin Ferguson AM
Professor Sandra Harding

Dr Allan Hawke AC

The Hon. Robert Hawke AC

Elaine Henry OAM

Dr Ken Henry AC

The Hon. John Howard AC
Graham Kraehe AO

John Langoulant AQ

Catherine Livingstone AO
Professor the Hon. Stephen Martin
John Massey

Paul McClintock AO

Dr Stuart McGill

Andrew Mohl

Terry Moran AC

David Mortimer AO

Warren Mundine

Dr Kerry Schott

Dr John Schubert AO

Dr Ziggy Switkowski AO

Richard Warburton AO LVO

Peter Wills AC

Paul McClintock AQ

National Chairman, CEDA;
Chairman of Myer Holdings and
Thales Australia

Angus Armour

Deputy Director General — Industry,
Innovation, Hospitality and the Arts, NSW
Department of Trade and Investment,
Regional Infrastructure and Services

Dr John Edwards
Board Member, Reserve Bank of Australia

Patricia Faulkner AO
Deputy Chairman, St Vincent’s Health
Australia

John Langoulant AO
WA Chairman, Westpac

Dr Rodney Maddock

Adjunct Professor of Economics, Monash
University; Vice Chancellor’s Fellow,

Victoria University; and President, Economic
Society of Australia (Victorian Branch)

Professor the Hon. Stephen Martin
Chief Executive, CEDA

Dr Sally Pitkin
Consultant, Clayton Utz

Dr Catherine Sinclair
Director, The Consultancy Bureau

Stephen Spargo AM
Partner, Allens

Andrew Stevens

Chair, Advanced Manufacturing
Growth Centre; Independent
Non-Executive Director, MYOB Group

lan Stirling
Principal, Stirling Advisory



National

Level 13, 440 Collins Street
Melbourne VIC 3000

GPO Box 2117

Melbourne VIC 3001
Telephone 03 9662 3544
Email info@ceda.com.au

New South Wales

and the ACT

Level 14

The John Hunter Building
9 Hunter Street

Sydney NSW 2000

GPO Box 2100

Sydney NSW 2001
Telephone 02 9299 7022
Email info@ceda.com.au

Queensland

Level 17, 300 Adelaide Street
Brisbane QLD 4000

GPO Box 2900

Brisbane QLD 4001
Telephone 07 3229 9955
Email info@ceda.com.au

South Australia and the
Northern Territory

Level 7

144 North Terrace

Adelaide SA 5000

PO Box 8248, Station Arcade
Adelaide SA 5000

Telephone 08 8211 7222
Email info@ceda.com.au

Victoria and Tasmania
Level 13, 440 Collins Street
Melbourne VIC 3000

GPO Box 2117

Melbourne VIC 3001
Telephone 03 9662 3544
Email info@ceda.com.au

Western Australia

Level 5

105 St Georges Terrace

Perth WA 6000

PO Box 5631, St Georges Tce
Perth WA 6831

Telephone 08 9228 2155
Email info@ceda.com.au

>ceda

committee for economic development of australia



