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Introduction

Debates about urban regulation and housing in Australia date from the early
introduction of property and building laws (Gurran and Bramley 2017).
As such, they are deeply embedded within a settler-colonial context (Jackson
2017), speculative land development (Sisson et al. 2019), and the evolution
of urban regulation (Marsden 2000). Since the turn of the millennium,
these debates have settled on perceived tensions around the ‘costs’ of
planning versus the supply of residential land and new homes, while
dodging foundational questions about the legitimacy of landownership or
the ongoing drivers of housing inequality. The politics of land and housing
policy in Australia have reinforced this narrative of urban regulation as the
cause of house price inflation and falling homeownership (Wetzstein 2021).
According to these arguments, urban planning regulation has restricted
new housing development, preventing the market from responding to high
population growth, and driving house price inflation (Kendall and Tulip
2018; Saunders and Tulip 2020).

These politics persisted throughout the Covid-19 pandemic, even though
population growth pressures reversed due to the closure of Australia’s
international borders. In this chapter, we examine why such politics remain
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so pervasive in Australia. We contend that urban regulation is neither the
cause of nor the solution to Australia’s housing crises and that systematic
change depends on escaping this discursive binary and the underlying
ideological positions it reflects (Pawson 2018). This involves commitment
to a whole-of-system housing agenda that responds to population needs
and the changing climate. Centring urban and housing policy on post-
Covid transition planning, Australia’s housing agenda must reassert the
role of social, nonprofit, and affordable housing within overall residential
supply, and chart a pathway for sustainably renewing the nation’s existing
dwelling stock.

The social inequalities and fractures revealed by the pandemic, worsened by
the housing crisis and combined with seemingly relentless climate-related
disasters from the 2019-20 Black Summer bushfires to the unprecedented
flooding across the east coast, only underscore the importance of this agenda.
The election of a new federal government in 2022 signified a promising shift.
The incoming prime minister, Anthony Albanese, grew up in public housing
himself, and campaigned on a promise to chart a new national housing
and homelessness plan, and increase investment in affordable homes. Yet,
the persistence of narrow supply narratives and simplistic planning reform
‘solutions’ for housing—expounded even by ostensibly independent and
well-resourced institutions such as the Productivity Commission (2022)—
highlight the extent to which these misconceptions remain entrenched.

We begin the chapter by recapping the drivers of Australia’s current housing
crisis, including the key debates about planning and housing, before
highlighting several lessons emerging from the pandemic. We then outline
five fundamental shifts that are needed to realign spatial planning and urban
regulation with a comprehensive whole-of-housing-system agenda.

Understanding Australia’s contemporary
housing crisis

Australia is not alone in witnessing declining homeownership, chronic
rental stress, stagnant social housing stock, along with a growing problem
of homelessness (Wetzstein 2017). Nor is it the only nation to record
extraordinary increases in the value of housing assets alongside deepening
inequality based on housing wealth (Dorling 2014).
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Explained generally with reference to the wider economic context
of neoliberalism encompassing ‘financialisation’, deregulation, and
globalisation (Marcuse and Madden 2016), changes over the past 30 years
to Australia’s housing system echo shifts in comparable nations such as the
United States, Canada, and the United Kingdom (Wetzstein 2017). These
changes were slow to take obvious effect, in part because of the success of
policies introduced in the wake of the creation in 1943 of the Commonwealth
Housing Commission and the urgent postwar housing shortage (Troy 2012).
These interventions combined urban policy aspirations for ‘slum clearance’
and modern town planning laws with funding support for public housing,
as well as several initiatives to support homeownership (Dufty-Jones 2018).

Postwar interventions supported a rapid housing boom, significant
construction of public housing, and widespread homeownership, which by
the 1980s had reached about 70 per cent of all households (Hulse et al. 2012;
Pawson et al. 2020). Since then, a series of economic changes with parallels
throughout the world has driven house price inflation and structural shifts
in Australia’s housing system. These include the deregulation of Australia’s
financial institutions, which resulted in the introduction of non-bank
lending and easier access to mortgage finance; rising female participation in
the workforce, increasing household incomes; and wage growth more widely
(Yates 2011). Alongside favourable tax treatment of the family home and
investment properties, these factors increased demand for housing. When
interest rates began to fall in the mid-1990s and again in the mid-2010s,
these demand-side factors helped propel Australian house price inflation far
beyond the rate of wages (Yates 2016).

Beyond these affordability pressures a rising environmental crisis with
major implications for the housing sector was looming. Natural disasters—
such as the extraordinary bushfires that engulfed eastern Australia in the
summer of 2019-20 and, in 2022, a series of extreme flood events across
New South Wales and Queensland—drew attention to the vulnerability of
much of the nation’s housing stock. In part, this vulnerability reflects past
planning decisions to allow homes in locations subject to environmental
hazards. Revised risk assessments in the context of projected climate change
effects—increases in the frequency and intensity of rainfall, storm events,
inundation, heat, drought, and bushfires—reveal new urban locations not
previously considered prone to environmental hazard (Hurlimann et al.
2021). At the same time, rising energy costs have drawn attention to the
poor thermal performance of much of Australia’s housing stock, with lower-
income renters least able to retrofit their homes or afford high energy bills
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(Cornell et al. 2020). Ironically, the foundational role of strong planning in
helping Australia’s residential communities transition to climate resilience
has been largely disregarded within a broader narrative that positions
planning solely as a regulatory barrier to new development (Gurran and
Ruming 2016).

Debates about planning and housing

Many commentators from industry, government, and beyond have blamed
Australia’s house price inflation on sluggish rates of new housing production,
but this is inconsistent with the evidence (Murray 2021). First, all housing
markets are characterised by some ‘stickiness’ in relation to housing supply
responses because new dwellings take time to produce, are fixed in space,
and are costly to finance.

Second, local opposition to new housing, reflected in planning regulations
such as restrictive land-use zones, oppressive controls on housing
density, or lengthy and uncertain decision-making timelines, can further
obstruct the development process. However, unlike comparable overseas
jurisdictions, Australian states have retained the power to override local
controls and resistance by determining targets for new housing supply,
tasking local authorities with demonstrating sufficient zoned land to meet
these targets, and overruling restrictive development controls to enable
more diverse and, in some cases, higher-density developments (Gurran
and Ruming 2016; Gilbert and Gurran 2021). Over the past 20 years,
a program of urban planning reform has been implemented across all
jurisdictions, targeting ‘red tape’ constraints to new housing supply. Key
reforms have included the introduction of strict shorter decision-making
time frames; the de-politicisation of development decisions, which are
increasingly determined by professional experts rather than local political
representatives; and the promulgation of state codes for standardised forms
of housing development, which offer simple and certain approvals (Gurran
and Ruming 2016; Gilbert and Gurran 2021).

Third, whether a consequence of these reforms or not, over the past
30 years, new housing production has largely kept pace with population
growth, although output has increased and contracted with the direction
of the market (Phillips and Joseph 2017). Australia’s rates of new housing
production have been among the highest in the world, adding to the existing
stock at a rate of nearly 2 per cent per annum—second only to Iceland and
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Tiirkiye, and well above the average for the OECD (OECD 2021). Fourth,
rates of vacancy in the housing stock (that is, dwellings that are empty
on census night) have tended to grow over time, even in the major cities,
suggesting there is no absolute shortage of houses. Again, on this indicator,

Australia has high vacancies in international terms, well above those of the
United Kingdom and similar to those in the United States (OECD 2021).

International evidence suggests that even dramatic and sustained increases
in housing production do not have significant impacts on overall prices,
which are largely determined by the existing housing stock and wider demand
factors such as interest rates and access to finance (Bramley 2015). This
makes logical sense as private developers are unlikely to increase production
within a falling market and therefore will expand and contract production in
volumes that maximise profit (Murray 2021). In some contexts, speculative
housebuilding in a competitive market could cause discounting, but this is
not likely to be the case in Australia, where most dwellings are presold or
contracted before construction (Burke and Hulse 2010).

Thus, in Australia, buoyant rates of housing production have not dampened
housing prices, with the result that first homebuyers have faced increasing
barriers to ownership. As the ‘deposit gap’ (the number of years needed to
save a deposit) grew, so, too, did competition in the private rental market
(Hulse et al. 2015). The private rental market itself expanded as access to
homeownership and social rental housing declined. Between 2011 and
2016, the size of the private rental sector grew at more than twice the rate
of household growth (Hulse et al. 2019). However, rents have risen steadily
as well, reflecting the growing number of middle-income earners now
excluded from homeownership and forced to seek housing in the private
rental sector. Consequently, competition for lower-cost units even among
moderate-income households (seeking to minimise their housing costs) has
meant a growing shortage of rental homes that are affordable and available
to low and very low-income earners, particularly in the major cities.

Approaches to housing assistance for the growing numbers of people unable
to access suitable accommodation in the private rental sector changed,
too. There was a growing emphasis on market-based solutions to housing
need and a winding back of Commonwealth funding for social housing in
favour of rental subsidies for very low-income earners and incentives for
investment in rental property. Access to social housing was highly targeted
with the consequence that the sector became increasingly ‘residualised—
a highly stigmatised tenure of last resort (Atkinson and Jacobs 2008). To the
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extent that social housing has been retained, there are ongoing attempts
to ‘renew’ ageing stock in partnership with private sector developers and
community housing providers, who produce mixed-tenure communities
(Pawson et al. 2020).

As noted, this evolving situation shares many commonalities with broad
policy shifts in other nations where traditional welfare-state approaches to
public housing provision have been wound back in favour of market-based
and hybrid forms of assistance. However, it is worth noting that Australia’s
social housing sector is among the smallest among comparable countries:
less than 5 per cent of households live in social housing and less than 2 per
cent of new housing production is by or on behalf of government (AIHW
2021). By contrast, between 2019 and 2020, about 20 per cent of new
housing in the United Kingdom was in the affordable sector, comprising
social housing, affordable rental, and affordable homeownership products
(Ministry of Housing, Communities and Local Government 2020). In the
United States, where the quantum of social housing stock is similar to
Australia’s, affordable housing is a strong component of new supply thanks
to the Low Income Housing Tax Credit program, which has supported
construction of more than 2.6 million units since 1987 (McClure 2019),
and widespread inclusionary planning requirements (Centre for Housing
Policy 2014). But in Australia, neither approach (subsidies for investment
in affordable housing or inclusionary planning) has secured a sustained
commitment by the Commonwealth or state governments (Rowley
et al. 2016; Gurran et al. 2018). Finally, we note the unresolved legacy
of colonisation in Australia, which has meant that traditional Indigenous
owners, displaced by white settlement less than 250 years ago, continue
to experience economic disadvantage, including much lower levels of
homeownership than the general population—and, in many cases, enduring
very poor-quality housing as well (Pawson et al. 2020).

Lessons from the Covid-19 pandemic

The global public health crisis of the Covid-19 pandemic in many ways
presented an opportunity to interrupt Australia’s housing trajectory.
Government responses—including border closures, increased income
assistance, rental protections, and grants forhome purchase or construction—
presented natural policy experiments in the effects of population growth or
decline, rental regulations, and financial settings on the housing market
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overall and the housing circumstances of low-income earners in particular.
Several studies carried out during the pandemic have provided the evidence
base on which to make some observations. Leishman et al. (2020), through
a scenario-based assessment of the economic impact of Covid-19, concluded
that federal government interventions such as increased income support
under the JobSeeker scheme and payments to employees of firms affected
by the pandemic, known as JobKeeper, considerably reduced housing
affordability stress in households: 861,500 households compared with
1,336,000 without intervention.

However, emerging research on private rentals has also produced evidence
of uneven impacts across the housing sector. Baker etal. (2020), through their
preliminary analysis of a snapshot survey of 15,000 private renters from July
until August 2020, have illustrated that half the total surveyed households
experienced increased housing stress and anxiety during the first wave of the
pandemic. Similarly, research on the impact of Covid-19 on regional housing
has shown an exacerbation of existing conditions of increased demand and
reduction in housing affordability. A study of Tasmania’s housing market
highlighted young people, international students, and people with disability
or chronic health conditions as key vulnerable groups experiencing housing
stress, anxiety, and financial hardship (Verdouw et al. 2021).

Drawing on this emerging body of research evidence and our own analysis
of population and migration, housing market trends, and government
responses, we identify six lessons arising from the pandemic, which offer
pathways through the entrenched politics of housing policy.

First, the abrupt collapse in international migration and overall population
growth in Australia during 2020 offered real insights into the impact of
growth on housing demand. The National Housing Finance and Investment
Corporation (NHFIC 2020) forecast that Australia would experience a
surplus of housing units, particularly in the apartment sector, until long
after population growth resumed. In fact, the stalled population growth
appeared to have no impact on housing demand. House prices continued
to rise both in the major cities, even where populations contracted, and
in regional areas, which received new residents (NHFIC 2020). The
explanation for this counterintuitive outcome is that the drivers of housing
demand—primarily financial incentives for property investment and low
interest rates—increased as part of the government’s pandemic response.

375



376

AUSTRALIAN URBAN POLICY

These incentives included generous cash grants for those taking out a new
home-building contract or major renovation, as well as assistance for first
homebuyers to take out loans with smaller deposits.

Second, Australian housing market trends during the pandemic clarified
the distinction between demand and supply pressures in the home purchase
and rental markets. Rental markets responded swiftly to population shifts,
easing in the major cities but tightening in regional areas. With white-collar
urban employees encouraged and, in some cases, mandated to ‘work from
home’ during lockdown periods, many exercised the opportunity to relocate
to lower-cost and/or higher-amenity housing markets. It is likely that some
took up the opportunity to move into homeownership that had not been

accessible within the major metropolitan employment centres of Sydney
and Melbourne.

Thus, the changing trade-offs between housing amenity, affordability,
tenure, and location—particularly access to employment opportunities—
were revealed during the pandemic. This leads to our third observation:
that demonstrable preferences for higher-quality/lower-cost housing, or
even a different lifestyle in regional areas, suggest an alternative to ongoing
economic agglomeration within Australia’s major capital cities is possible.

Fourth, the global pandemic has demonstrated the ongoing nexus between
housing and health, showing that Australia’s most serious housing problems,
including overcrowding, emerge because of suppressed household formation
and informal rental or share-housing arrangements, which, before the
pandemic, were largely invisible. The need to improve housing conditions
for Aboriginal and Torres Strait Islander communities was also underscored,
with many people forced to ‘stay at home’ in inadequate dwellings or homes
not designed for extended families.

Similarly, the pandemic has highlighted the importance of good housing
design, including adequate and flexible space, acoustic and visual privacy,
and access to outdoor private areas. Neighbourhood design and amenity
have also been shown to matter, implying a future in which people may
spend more time within local neighbourhoods and centres, working at or
near home.

Finally, government responses to the pandemic demonstrated that there are
viable solutions to homelessness, which involve providing accommodation
as well as support services. Increased income support through the boost
to JobSeeker payments enabled very low-income renters to improve their
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housing circumstances (Baker et al. 2020). The vulnerability of Australia’s
private renters and their lack of long-term tenure security were highlighted
by the need to impose a national moratorium on rental eviction during
the immediate pandemic period. However, the need for more permanent
improvements in tenure security remains.

Realigning urban policy, planning,
and housing in Australia

Building on the lessons of the Covid-19 pandemic and our wider arguments
about housing system failure in Australia, we propose five policy shifts,
which are intended to realign spatial planning and urban regulation with a
comprehensive whole-of-housing-system agenda that addresses both market
and non-market sectors as well as residential design and neighbourhoods.

Prioritising housing and urban policy in post-
pandemic transition planning

First, recognising that pivotal periods in history present opportunities
for significant policy shifts, we join the many voices calling for housing
and urban policy to be prioritised in Australia’s post-pandemic transition
planning efforts. Just as in the postwar period 70 years ago, the pandemic
and the need to plan for its social and economic effects present an opening
for significant structural changes in policy. With the changing economic
geography made possible by more flexible approaches to work and the
inevitable resumption of international migration, it is timely to articulate
a national urban policy and settlement plan for Australia. This plan
should balance the benefits of urban agglomeration with the opportunities
for ‘concentrated decentralisation’ through regional growth supported
by targeted investment in the transportation, health, and education
infrastructure known to attract and retain populations as well as economic
opportunities. Notably, the opportunity for decentralisation and a ‘regional
renaissance’ accelerated by the Covid-19 pandemic was recognised by
Infrastructure Australia in its late-2020 report, marking a shift away from
pre-pandemic assumptions about the ongoing centralising forces of urban
economic growth (Infrastructure Australia 2018, 2020).
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A national settlement strategy is not a new idea; organisations such as the
Planning Institute of Australia have been advocating for one for several years
and it was the first reccommendation of the 2018 parliamentary inquiry
into the Australian Governments role in the development of cities (House
of Representatives Standing Committee on Infrastructure, Transport and
Cities 2018; PIA 2018). But the prospect of uncertain population dynamics
combined with an urgent need to reconsider the distribution and location
of Australia’s existing populations and settlements in the context of climate
risk mean that detailed, national-level settlement planning is now a matter
of urgency.

A national housing policy

Second, Australia’s settlement strategy must be supported by a national
housing policy, with a clear set of objectives to ensure that all sectors of the
population have access to affordable and appropriate homes. Rather than
rhetorical promises to ‘solve’ house price inflation or moderate property
prices through high rates of new housing production, the national housing
strategy should emphasise stable rates of housing construction attuned
to changing population needs. In this context, better urban regulation
to improve the design and amenity of residential housing and improve
long-term climate resilience is needed, rather than an ongoing program of
deregulatory reform.

Recognising complementary roles for both market and non-market sectors,
scaling up the capacity of the nonprofit or limited-profit housing sector is
critical to this agenda. This implies both an expansion of the social housing
stock and an extension into new models of housing provision such as shared
equity and low-cost homeownership. This expansion must be underpinned
by government funding to finance construction in the social housing sector
and adequate rental assistance to improve the options available to very low-
income earners. It should be supported by consistent use of inclusionary
planning models to deliver land for affordable homes and genuinely mixed
communities.

Diversifying housing across the continuum of need

This leads to our third, related proposition: that the range of diverse
housing products available across the continuum of housing must be
radically expanded. This involves supporting industry innovation in relation
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to design and construction methods, the development of new housing
typologies, as well as regulatory pathways to enable alternative forms of
housing development finance, planning, and tenure. Examples include
increasing the use of prefabrication in housing construction to deliver cost
savings and faster rates of production.

Rising interest in cooperative housing models and deliberative development
approaches should be supported. There is much potential for community
land trusts to be demonstrated on public land or for co-living communities
to provide alternatives to current modes of residential development. Crabtree
(2018) and others have argued for the need to explore the inherent potential
of an under-researched cooperative and self-organised housing sector,
especially in a move towards repairing market failure (Crabtree et al. 2021)
and de-commodifying housing (Marcuse and Madden 2016). Crabtree et al.
(2021) have recently provided a comprehensive overview of the benefits
of a global cooperative housing sector and its potential future possibilities
in Australia. Highlighting six key benefits of cooperative housing, ranging
from health and wellbeing to broader economic development outcomes,
they strongly argue for the need to diversify Australia’s dominant dual
housing tenure system beyond owning and renting (Crabtree et al. 2021).
They further argue that the growth of a cooperative housing sector requires
‘two interlocked tasks—that is, demonstrating its benefits and establishing
and facilitating a conducive ‘regulatory, market and financial environment’

(Crabtree et al. 2021: 149).

Similarly, Sharam (2020) has explored the concept of self-organised, multi-
residential housing in Australia, also known as ‘deliberative development’,
as an affordable alternative to market-driven speculative development based
on the German Baugruppen (building groups) concept. Drawing on earlier
case studies of eight deliberative developments across Australia, Sharam
(20205 Sharam et al. 2015) argues for this concept as a socially diverse and
economically viable alternative to combat the affordable housing crisis in
Australia.

Indigenous housing

Fourth, there is an urgent need for ongoing policy support and reform in
relation to Indigenous housing. This means both support for Aboriginal
housing providers and organisations to improve the condition and
maintenance arrangements of existing housing stock, particularly in
remote communities, and strategies to enable new Aboriginal-led
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development models across urban and regional Australia. Recognising that
many Indigenous people are unable to afford housing within their own
communities, despite progress in relation to native title and land rights
determinations, Australia’s national housing strategy must foreground
a process of restitution. This could include a process for reinstating
recognition of Aboriginal ownership when land is rezoned or developed,
operationalised via a development contribution arrangement or agreement,
and/or financial support for local Aboriginal housing funds.

Economic transition

Last, it is critical to wean Australia’s economy off house price inflation as
a driver of consumer confidence and dependence on new market-driven
housing construction as a major source of employment. Recent concerns
about Australia’s macroeconomic stability centre on seemingly relentless
house price growth, with the total value of the housing stock exceeding
$9 trillion by October 2021 (CoreLogic 2022). Concerns include the wider
economic impacts of inevitable interest rate rises on consumer spending
as well as the risks to debt-burdened households, particularly recent first
homebuyers, who could face the prospect of negative equity and rising
mortgage repayments if rising interest rates cause prices to fall.

At the same time, there has been rising concern that ongoing spending on
the existing housing stock is occurring at the expense of alternative, more
productive investments (Maclennan et al. 2015). Redirecting housing
investment towards longer-term returns from social (publicand community),
affordable, and long-term rental housing, through more targeted taxation
policy and a revival of the incentives for affordable supply under the former
National Rental Affordability Scheme, would be important first steps
(Rowley et al. 2016). So, too, would be funding to support and incentivise
sustainable residential and urban or suburban retrofit and renewal programs
responsive to changing climatic conditions and population needs.

Conclusion

The politics of land and housing policy in Australia have long emphasised the
role of urban planning as the cause of affordability problems and barriers to
homeownership. In countering these arguments, we have drawn on several
lessons arising from the Covid-19 pandemic to show that planning neither
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has caused Australia’s housing crises nor is a complete solution to them. These
lessons include the disconnect between financial and population drivers of
housing demand; the relationships between housing, health, and wellbeing;
and the positive impacts of basic interventions like accommodation and
adequate income support for people experiencing or at risk of homelessness.
Calling for fundamental change rather than ongoing rhetorical debates about
regulation, we have outlined a ‘whole of housing system’ agenda responsive
to diverse population needs and the changing climate. By redirecting
residential construction towards nonprofit and affordable housing supply,
and sustainably renewing the existing housing stock, housing can play an
important role in post-pandemic transition planning. Realigning taxation
policy and redirecting financial incentives towards investment in affordable
and sustainable housing, including new and innovative designs and tenures,
would help realign the national economy while better serving Australians
across the continuum of housing need.

In calling for this agenda, we recognise the practical hurdles—from our
entrenched property politics to the initial costs of reinvesting in a socially
and environmentally sustainable housing system. However, we find promise
in earlier critical junctures in Australia’s housing policy evolution. We are
once again at a critical policy juncture whereby the pandemic has not only
exposed the entrenched inequalities and failures in Australias housing
system but also highlighted real opportunities for an alternative future.
It remains to be seen whether the new Commonwealth Government will
navigate the many political and economic changes needed to bring about
this promised future.
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