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Glossary of Key Terms 1. Executive Summary 

Below is a brief description of key 
terms used in this report. Detailed 
explanations of these terms are 
provided in Section 3 ‘Key concepts and 
definitions’.

Affordable housing

All dwellings, other than ‘social housing’ (defined 
below), which are made available to low- and 
moderate-income groups at sub-market rents or 
purchase prices. 

Affordable product

Housing which is offered at a lower price point by 
virtue of smaller floor area, smaller land area, lower cost 
building specification, economies in production including 
pre-fabrication, innovative financing arrangements like 
rent to buy and simply the pricing policy of the provider 
to derive a smaller margin for profit and risk.  This is 
housing may be affordable, at least for a time, but is not 
provided on a ‘sub-market’ basis.

Community housing 

Subset of ‘social housing’ (defined below). Housing 
owned by registered not for profit organisation that 
is made available for often highly subsidised income 
related rent by individuals or households that meet 
legislated or administratively defined eligibility criteria.

Homelessness

The ABS defines homelessness as a situation in which 
a person does not have suitable accommodation. 
This might include those who have no tenure, or 
where tenure is short and not extendable (commonly 
referred to as rough sleepers), and those who are in 
accommodation that is inadequate.

Housing affordability 

Refers to the general cost of housing relative to incomes.

Housing stress

A household that spends more than 30 per cent of 
their income on housing can be in housing stress. A 
household that spends more than 50 per cent of their 
income on housing can be in severe housing stress.

Low-income household 

Typically defined as households whose income falls 
within the bottom 40th percentile of the household 
income range. 

Moderate income household

Typically defined as households whose income 
falls between the 40th and 60th percentile of the 
household income range.

Public housing 

Subset of ‘social housing’ (defined below). Housing 
owned by the State Government that is made 
available for often highly subsidised income related 
rent by individuals or households that meet legislated 
or administratively defined eligibility criteria.

Social housing 

Broad term for housing owned by the State or a State 
registered not for profit organisation that is made 
available for often highly subsidised income related 
rent by individuals or households that meet legislated 
or administratively defined eligibility criteria.

There is a significant and increasing 
need for social and affordable housing 
in Australia1. In 2016 there was an 
estimated need in the order of more 
than 817,000 dwellings. Without 
intervention, an additional 727,000 
households are estimated to be in  
need by 2036. 

While recent governments have been stung into 
action to cushion the impact of economic recessions 
arising from the Global Financial Crisis and 
COVID-19 pandemic, these efforts are limited and 
fall far short of meeting current and projected need. 

In recognition of and concern for the continuing 
underinvestment in social and affordable housing 
supply across the country, Housing All Australians 
(HAA) have commissioned economics advisory firm 
SGS Economics and Planning (SGS) to develop 
the evidence base for stronger national action on 
addressing need for social and affordable housing.

This research will define and seek to measure the 
future costs which will be incurred without adequate 
investment to meet expanding need.

This report presents a comprehensive review of key 
domestic and international literature exploring the 
likely costs from the failure to provide affordable and 
secure housing for all. This research has distilled the 
following five primary impacts:

• Poor health outcomes

• Greater incidence of criminal and anti-social 
behaviours

• Reduced human capital and employment outcomes

• Lost productivity due to less efficient labour markets

• Reduced community diversity inclusion and equity

Poor health outcomes  

People experiencing homelessness or housing stress 
consume far more health services than people who 
have stable and affordable housing. Conversely, the 
ability to keep people housed is a crucial element 
of managing chronic conditions, ensuring positive 
health outcomes, and reducing public expenditure. 
There are many reasons for this, with the impacts 
of housing felt in both direct and indirect ways and 
measured through increased outlays in the health 
care system and private spending. 

Greater incidence of criminal and anti-social 
behaviours 

Crimes trigger costs across society. Crime victims 
suffer psychological and material losses, while 
taxpayers pay for law enforcement, courts, 
and incarceration. Residents of housing that is 
unaffordable, unstable, or short-term are more likely 
to engage with the criminal justice system, resulting 
in increased government costs of corrections and 
incarceration.

1 Social housing is a subset of affordable housing and refers to either public housing (government owned) or community housing (owned by a not-for-profit 
organisation).
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Reduced human capital and employment 
outcomes

Human capital is the set of knowledge, skills, and 
characteristics people accumulate through their 
lives. Poor quality housing, overcrowding, excessive 
commute times and housing stress can impact the 
human capital formation of workers. The implications 
of unaffordable housing for human capital can 
manifest through adverse impacts on individual health 
and wellbeing, including increased stress and mental 
ill-health, capped career progression, reduced ability 
to upskill and diminished workforce participation. 

Lost productivity due to less efficient  
labour markets

Low-income households are critical to the labour 
force but increasingly struggle to find affordable 
housing accommodation, for rent or purchase, near 
key employment centres of Australia’s major cities. 
As a result, low-income households are more likely 
to experience housing stress and/or long commutes. 
Displacement of households due to housing costs 
also impacts firms, who experience reductions in the 
size and diversity of labour markets, making it more 
difficult to find and retain staff with appropriate skills.

Reduced community diversity, inclusion, and equity

Community diversity is seen as important for 
fostering interaction and trust between different 
people, as well as promoting economic opportunity. 
Social diversity, inclusion, and equity have both 
intrinsic value to the hosts community and impact 
on a city’s brand and reputation. Housing mix, 
including mix of tenure and price points, is crucial to 
supporting broader community diversity. 

These findings will be utilised in a cost-
benefit analysis (CBA) framework to measure 
the accumulating costs to the citizens and 
governments of Australia because of continued 
underinvestment in social and affordable housing.

Drawing from the literature review, the following 
table broadly summarises the impact categories that 
will be examined via CBA. In column four actual and 
potential fiscal impacts are considered. In addition, 
provision of affordable housing options will enable 
households to retain or redirect some of their 
earnings to other uses (for instance, less health-
related outlays and more discretionary spending). 
While many of these effects may be neutral in 
terms of summing up costs and benefits, they may 
nevertheless provide additional wellbeing outcomes 
at a household level that are difficult to capture in 
conventional monetary terms.

 

Impact Categories Quantification and monetisation Actual or potential fiscal impact

1 Poor health outcomes Evidence of greater incidence of health 
problems with inadequate housing, other 
things equal. Monetised using estimates of 
additional outlays in the health care system

Increased outlays for health care

2 Greater incidence of criminal 
and anti-social behaviours

Evidence of greater incidence of criminal 
and anti-social behaviour with inadequate 
housing, other things equal. Monetised 
using cost of crime and domestic violence 
data

Increased outlays in the criminal 
justice system

3 Reduced human capital and 
employment outcomes

Evidence of poor employment outcomes 
with inadequate housing, other things 
equal. Monetised using capitalised lifetime 
earnings

Increased outlays in income 
supplements

Foregone tax revenues

4 Lost productivity due to less 
efficient labour markets

Evidence of spatial differentiation of 
labour rental affordability, communter 
burden and lower wages. Monetised using 
increased tenancy turnover, resulting in 
additional training and recruitment costs for 
employers.

Increased outlays in income 
supplements

Foregone tax revenues

5 Reduced community 
diversity, inclusion and 
equity

Quantification and monetisation may 
be difficult. Impact to be considered 
qualitatively.

Not applicable

C B A  I M PA C T  C AT E G O R I E S

G I V E  M E  S H E LT E R  E X E C U T I V E  S U M M A RY G I V E  M E  S H E LT E R  E X E C U T I V E  S U M M A RY
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2. Introduction 

There is a significant and increasing 
need for social and affordable housing 
in Australia. Following a context-setting 
introduction to frame the Australian 
social and affordable housing story, 
this report presents a summary of the 
literature exploring the future costs to the 
community of continuing underinvestment. 

2.1 Introducing Housing All Australians

Housing All Australians (HAA) activates private 
sector-led solutions to the chronic shortage of social, 
public and affordable housing in Australia. Through 
our national reach and activities such as pop-up 
shelters, we support the business community to 
respond to community and business need. 

With the findings from this study, we aim to 
bring Australian business together for a national 
conversation on the importance of housing for all 
as an economic platform for a prosperous country. 
We need to understand the economic implications 
that the chronic shortage of non-market driven 
housing is going to have on Australian society and 
the economy, and to articulate the strong underlying 
business case that exists behind mitigating that 
outcome.

2.2 Introducing SGS Economics and 
Planning

Established in 1990, SGS is an urban and public policy 
consultancy informing important policy and investment 
decisions for more sustainable cities and regions. 

SGS works for the public interest with its 
commitment to social good woven into the fabric 
of the company’s culture.  A certified Benefit 
Corporation (B Corp), SGS is part of a global 
movement of people and organisations working for a 
more equitable, prosperous and sustainable society. 

SGS comes to this task with a depth and breadth 
of experience across affordable housing, policy 
development and development economics.

2.3 Project context

“It can no longer be said that we are, in 
general, affordably housed; nor can it be said 
that the ‘housing system’ is meeting the needs 
and aspirations of as large a proportion of 
Australians as it did a quarter of a century ago.”

Pawson, Milligan & Yates (2020)

The existence of a housing affordability 
problem in Australia is generally recognised and 
acknowledged, not only within government housing 
policy circles, but among commentators, industry, 
and the public at large (Pawson, Milligan, & Yates, 
2020). However, despite receiving recognition, 
policy makers continue to misunderstand the 
nature and influence of Australia’s housing system 
within the economy, and consequently have failed 
to appreciate and address the affordability crisis 
with any coherent long-term vision and strategy 
(Maclennan, et al., 2021).  

Affordability concerns are often voiced in the 
mainstream media mainly in relation to the falling 
rates of homeownership, particularly amongst 
younger cohorts (Pawson, Milligan, & Yates, 2020). 
However, intensifying rental affordability pressures 
affecting low- and moderate-income earners, and the 
substantial lack of social housing and affordable rental 
housing, arguably presents an even greater challenge 
to present and future communities. A series of reports 
published by AHURI have tracked the affordability and 
availability of private rental housing for low-income 
households in Australia (Hulse et al., 2012; Hulse et 
al., 2014; Hulse et al., 2019). 

The number of households experiencing moderate 
or severe rental stress – and therefore classified as 
in need of social and affordable housing – has been 
increasing over time (Hulse et al., 2012; Hulse et al., 
2014; Hulse et al., 2019; Martin et al., 2017). Recent 
governments have been stung into action to cushion 
the impact of economic recessions arising from the 
Global Financial Crisis and COVID-19 pandemic, 
there remains a significant and expanding shortfall 
across Australia. While affordability problems are 
most pronounced in capital cities, the shortfall 
of social and affordable housing supply is not 
exclusively an urban problem. 
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The Impacts of the COVID-19 Pandemic on 
the Housing Affordability Crisis 

The impacts of the COVID-19 global pandemic, 
beginning in 2020, have caused unprecedented 
shocks to the country’s economy and housing 
market. Since then, the experiences of private renters 
across the country have been greatly impacted, with 
their employment, living environment, ability to pay 
rent and risk of eviction all being affected. 

The Australian Institute of Health and Wellbeing (AIHW) 
(2021) finds that since the beginning of the pandemic:

2.4 Project purpose

In recognition of the continuing underinvestment in 
addressing need for social and affordable housing 
supply across the country, Housing All Australians 
(HAA) have partnered with economics advisory firm, 
SGS Economics and Planning (SGS), to develop 
the evidence base for stronger national action on 
affordable housing.

To achieve this, HAA and SGS seek to establish 
the returns to the community from addressing the 
experience of homelessness and housing stress.   

Underinvestment in initiatives to securely house 
those in need gives rise to a raft of costs to 
households, communities, and the tax base: poorer 
health outcomes, greater criminal behaviour, worse 
employment outcomes, and less diverse communities. 

This research is expected to measure the future costs 
which will be avoided through adequate investment 
in social affordable housing, and will be undertaken 
over three stages:

This research has been undertaken in three stages:

• Stage 1: A literature review to examine the 
basis for measuring the future costs which will 
be avoided through adequate investment in 
addressing homelessness and housing stress.

• Stage 2: Interviews with housing experts across 
Australia seeking feedback on the proposed 
methodology. 

• Stage 3: Development of a cost-benefit analysis 
(CBA) and economic narrative to accompany 
HAA’s representations to governments and other 
stakeholders.  

This report presents the findings of Stage 1. 

2.5 Scope of this report

Following this introduction, the substantive chapters 
of this report are structured as follows:

• Section 2 introduces key concepts and 
definitions, including definitions of housing 
affordability versus affordable housing, 
approaches to measuring need for social and 
affordable housing. This section also presents 
recent research summarising quantum-of-need for 
social and affordable housing across Australia. 

• Section 3 presents a comprehensive summary of 
the literature pertaining to the various costs to 
the Australian community from underinvestment 
in social and affordable housing. 

• Section 4 provides a summary of findings and 
an overview of how the findings of this literature 
review will inform the quantification of future 
costs to the community via a cost-benefit 
analysis framework.

63% 33% 25%

5% 17%

Just over 63% of renters experienced 
changes to their employment, 
including reduced hours and/
or income, reduced income and 
temporary lay-off.

Since the start of the pandemic, over 
5% reported that they had received  
an eviction notice.

Around one-third experienced 
worse living circumstances including 
difficulty paying rent and/or bills.

Around 17% reported that their  
rent became unaffordable.

These findings demonstrate the 
extent to which the pandemic has 
exacerbated existing patterns of 
disadvantage. The data in this 
report is reflective of pre-pandemic 
estimations, and as such may 
represent an undercount of the need 
for social and affordable housing 
across Australia’s escalating housing 
affordability crisis.

About 25% of renters skipped meals 
to save money.
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3. Key concepts and definitions 

This section of the report introduces 
concepts of affordability and affordable 
housing, defines what makes housing 
affordable, identifies types of affordable 
housing, and the level of need for 
affordable housing.

3.1 Key terms used in this report

The term housing affordability refers to the general 
cost of housing relative to incomes. As described 
in the preceding introduction, housing affordability 
has become a significant concern in recent 
decades as rent and house prices have increased 
relative to wage growth in such a way as to make 
it more difficult for households to afford suitable 
accommodation. On the other hand, for many 
households that are already ‘on the home ownership 
ladder’, this increase in prices has generated 
significant wealth and more affordable mortgage 
repayments due to low interest rates. 

The term affordable housing generally refers 
to rental housing that is available to low- and 
moderate-income households at sub-market rents 
or purchase prices. The specific forms and models 
that affordable housing can take are many and 
varied. There is no universal or precise definition of 
affordable housing, and different State Governments 
have adopted varying definitions. 

Unlike the analysis of housing affordability, which 
considers people at all income levels, affordable 
housing is typically targeted at lower-income 
households. Affordable housing also focusses on the 
affordability of renting a dwelling, while the analysis 
of housing affordability is more focussed on property 
ownership (although rents are sometimes also 
considered).

The affordability of housing depends on the income 
of the household. When housing costs are too high, 
relative to income, a household can find themselves 
in housing stress. Housing stress is a situation in 
which a household’s rental payments are so high that 

they must sacrifice on food, health care, education, 
or other necessities.

A household that spends more than 30 per cent of 
their income on housing can be in moderate housing 
stress. A household that spends more than 50 per 
cent of their income on housing can be in severe 
housing stress. These thresholds are commonly 
used by researchers and policy makers, such as the 
Australian Housing and Urban Research Institute 
(AHURI). Social housing rents are set as a percentage 
of income, and as such, housing affordability stress in 
social housing very low.

When households have low incomes and 
experience housing stress, they are considered 
in need of affordable housing.

Households with higher incomes are excluded 
because high housing costs do not typically impact 
their ability to pay for necessities. Higher-income 
also have more choice over their housing costs 
because they are often able to reduce their housing 
expenditure (by e.g., moving), while lower-income 
households often cannot.

Therefore, housing is considered affordable if the 
costs of that housing do not place the household 
into housing stress – specifically, if the housing costs 
are below 30 per cent of income for households 
with low incomes (i.e., in the bottom 40 per cent of 
household income).

3.2 Addressing need for social and 
affordable housing

It is recognised that there are a range potential means 
of addressing need for affordable housing including:

• General income support: Under a general 
income support approach, cash payments 
would be provided to private renters (and to 
other low-income people who are not renters) 
to ensure they have an adequate standard of 
living. The cash payment would generally be 
sufficient to purchase an adequate quality and 
quantity of necessities — including adequate 
and appropriate accommodation. 

• Housing vouchers and allowance (for example 
rental assistance): Housing vouchers and 
allowances are a form of targeted cash payments 
provided directly to tenants to assist with the 
cost of renting in the private market. Vouchers 
and allowances can take various forms. The 
amount of the cash payment would usually 
reflect the income and the composition of the 
household, but some schemes may adjust the 
payment according to the rent paid.

• Social housing (including public housing): 
owned by the State, or a State registered not 
for profit organisation and is made available for 
often highly subsidised income related rent by 
individuals or households that meet legislated or 
administratively defined eligibility criteria.

• Capital grant/direct capital subsidy: public 
sector capital grant to Community Housing Sector 
or private sector for the construction of new social 
and affordable housing construction, in return for 
guaranteed affordability periods and levels.  

• Head leasing: Head leasing occurs where, for 
example, a community group leases properties 
in the private market and then sub-lets the 
properties to people on the public housing 
waiting list. Tenants pay a rent (based on their 
income) which is then passed (together with a 
subsidy) to the landlord.

• Private sector leveraging: Encompasses a 
range of initiatives intended to stimulate supply 
of social and affordable housing by the private 
sector. Measures can include the provision of 
low-cost finance by government, subsidies, 
mandatory inclusionary requirements, and 
planning incentives (including in exchange for 
increased density, planning concessions or 
accelerated assessment, for example). 

In terms of the provision and eventual ownership 
of new social and affordable housing the different 
means will likely have different impacts. A key barrier 
to the supply of new social and affordable housing 
in Australia is the difference between the cost of 
developing new social and affordable housing and 
the revenue (rental income) that is generated by 
the properties. This, along with gearing restrictions 
and the developer’s own asset base, generates 
an upfront equity gap that needs to be overcome 
through the developer’s own resources or in 
partnership with investors / public subsidies. 

The more substantial the reduction in rent levels 
relative to market rents the more substantial the 
upfront equity gap that new developments will have 
to manage. The different means of supporting social 
and affordable housing provision thus also translate 
into differences in who will likely provide and own 
the new supply. For instance, the asset base of the 
Australian Community Housing Sector, or Not-for-
Profit providers, may be insufficient to manage the 
equity gap (for larger scale developments) without 
co-investment from other private or public sources.
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Co-investment affects the eventual asset ownership 
structure, and potentially the extent to which housing 
additions are permanent/long-term additions to the 
affordable housing market segments. 

Capital grants or direct social housing provision also 
provide a basis for asset accumulation in the public, 
Community Housing and NfP sectors by reducing 
(potentially removing the equity gap). 

From a tenant perspective the asset ownership 
structure may be immaterial as long as the level of 
service, tenure security and housing quality that is 
provided is the same. Social and affordable housing 
provided to tenants with complex needs or higher-
level support requirement may also be associated 
with additional management and, potentially, 
maintenance expenditure that similarly require 
financing from rental revenues (as well as other 
means of support) to ensure that potential benefits 
of housing access can materialise.     

3.3 Measuring shortfall in social and 
affordable housing across Australia

In 2018, Lawson et al. undertook research to 
estimate need for social and affordable housing 
across Australia to 2036. This research generated 
estimates of need form different segments of the 
population, including:

• the currently met need (i.e. existing social renters) 

• the ‘manifest need’ (i.e. homeless populations)

• the ‘evident need’ (i.e. those identified as 
having housing needs unmet by the market, 
but outside the above groups). This took a 
measure of households that are on a low income 
(approximately the bottom quintile for the 
relevant household type) and in rental stress (in 
private rental and paying more than 30 per cent 
of income on rent).

Combined, these three populations accounted for around 
9.4 per cent of all households in Australia in 2016.

This research estimated that, at the national scale, 
eliminating the measured unmet need by 2036, 
would require the provision of just under 730,000 
additional social housing dwellings; an expansion of 
stock to nearly three times its 2016 size of just over 
380,000 dwellings.

By way of benchmarking, to simply prevent further 
deterioration of the level of social housing shortfall 
(manifest need plus evident need) as of 2016, a 
national program would be required to deliver 
15,000 dwellings per year to 2036. 

TA B L E  1 :  T O TA L  S O C I A L  A N D  A F F O R D A B L E  H O U S I N G  N E E D  E S T I M AT E S

Social housing share Manifest need Evident need Total need

2016  
(‘000)

2036  
(‘000)

2016  
(‘000)

2036  
(‘000)

2016  
(‘000)

2036  
(‘000)

2016 to  
2036 (‘000)

Greater 
Sydney

31.6 11.6 4.3 67.9 25.2 140.6 31.3

Rest of NSW 48.3 7.3 3.5 0.5 52.8 8.0 72.1

Greater 
Melbourne

46.5 20.6 8.2 3.6 65.9 29.2 127.5

Rest of VIC 21.1 4.1 1.7 0.3 27.0 5.3 38.5

Greater 
Brisbane

32.3 15.4 3.7 1.8 39.4 18.8 79.2

Rest of QLD 35.3 14.1 5.0 2.0 53.4 21.3 95.7

Greater Perth 24.5 17.0 2.1 1.5 28.2 19.6 68.3

Rest of WA 14.9 6.2 1.5 0.6 7.0 2.9 18.2

Greater 
Adelaide

33.8 8.5 1.9 0.5 23.7 5.9 40.4

Rest of SA 9.7 0.9 0.6 0.1 7.2 0.7 9.5

Greater 
Hobart 

5.7 0.9 0.6 0.1 7.2 0.7 9.5

Rest of TAS 6.4 0.6 0.3 0.0 6.1 0.6 7.6

ACT 9.9 4.1 0.6 0.3 2.5 1.0 8.5

Greater 
Darwin

3.1 1.0 0.7 0.2 0.9 0.3 3.2

Rest of NT 7.7 3.7 4.8 2.3 0.3 0.2 11.3

Australia 384.6 136.2 46.6 18.1 386.8 139.7 727.3

Source: Lawson et al., 2018.
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4. Costs arising from underinvestment in 
social and affordable housing

Failure to provide social and affordable 
housing to meet increasing need will 
result in the increasing accumulation 
of costs to Australia’s economy 
and society. This section provides a 
comprehensive review of available 
literature exploring the nature and 
extent of each these cost types.

4.1 Overview

Review of national and international literature reveals 
several primary cost categories suitable for considerations 
and quantification via cost-benefit analysis:

• Poor health outcomes

• Greater incidence of anti-social and criminal 
behaviours

• Reduced human capital

• Lost productivity due to less efficient labour markets 

Another considered qualitative category is reduced 
community diversity, inclusion and equity, however 
this is not able to be quantified.

An overview of each of these categories is provided 
below, accompanied by a tabulated summary of 
studies that have sought to quantify the impact of each. 

In undertaking this research, it was made evident 
that not all categories will apply equally (or in 
some cases, at all) to all types of households. The 
provision of social and affordable housing for 
some households will deliver a substantial benefit 
under a range of categories as compared to other 
household types. For example, people experiencing 
homelessness who are rough sleepers will receive 
greater health benefits when securely housed 
as compared with other groups, while greater 
productivity dividends are associated with housing 
moderate income earners. 

Because of this variation, the tenant mix of the 
proposed investment proposition will be an 
important consideration in the forthcoming cost-
benefit analysis. The literature review summary 
below includes reference to relevant target groups 
of each study. 

Additionally, many of the studies relate to housing 
programs that encompass both housing and other 
support services (such as tenancy management, 
drug and alcohol supports, community education 
programs etc.). While the marginal contribution of 
the housing alone is not always clear, the extent and 
nature of support service provided (where relevant), 
in additional to housing, are documented. Again, this 
will be taken into consideration in the formulation of 
the detailed cost-benefit analysis methodology. 

4.2 Poor health outcomes 

People experiencing homelessness or housing stress 
consume far more health services than people who 
have stable and affordable housing. Conversely, the 
ability to keep people housed is a crucial element 
in managing chronic conditions, ensuring positive 
health outcomes and reducing public expenditure 
(Dillon, 2016). There are many reasons for this, with 
the impacts of housing felt in both direct and indirect 
ways (Ravi & Reinhardt, 2011; Bonnefoy, 2007). 

The World Health Organisation has identified four 
specific attributes of housing which contribute to the 
wellbeing of residents (World Health Organisation, 
2018). These include:

• The meaning of ‘home’ as a protective, safe, and 
intimate refuge where one develops a sense of 
identity and attachment.

• The physical structure, including factors such as 
mould growth, quality, design, and noise exposure.

• The immediate housing environment, including 
the quality of urban design through access to 
public amenities, open space, active and public 
transport options, and third places.

• The quality of the neighbourhood, its relation 
to a sense of community, and how it can foster 
social interactions. 

Research has shown that those who have the least 
resources at their disposal suffer the worst housing 
conditions (Larimer et al., 2009). This means that 
vulnerable populations such as the homeless, 
disabled, elderly, chronically ill, and low-income 
renters are more likely to sustain the highest 
health-related costs (Lubell, Crain & Cohen, 2007). 
This extends across both physical and mental 
health domains and is primarily driven by housing 
affordability, stability and the structural features and 
physical quality of homes. 

Housing Affordability and Insecurity

Housing affordability can negatively affect mental 
wellbeing, through the financial pressure driven by 
high housing costs. The struggle to cover housing 
expenses or utility bills can lead tenants to experience 
prolonged stress, and this is exacerbated through 
the fear of facing evictions or frequent relocations. 
(Lubell, Crain & Cohen, 2007; Bentley, Baker, Simons, 
Simpson & Blakely, 2018; Productivity Commission, 
2020).  A study undertaken across a five-year period 
demonstrates that populations who have been 
continuously exposed to housing affordability issues 
have developed worse mental health, in comparison 
to those who have not experienced housing 
affordability stress (Baker et al., 2020). 

In addition to this, unattainable housing costs can 
force tenants to make trade-offs at the detriment 
of their own interests. (Phibbs & Young, 2005; 
Andersen et al., 2018; Pollack, Griffin & Lynch, 
2010; SVA Consulting, 2010). Access to nutritious 
food, healthcare services, utility bills, house repairs, 
recreational or educational opportunities may be 
sacrificed to be able to afford housing. Forfeiting 

these necessities may contribute to poor health 
outcomes and increased mental strain. A study 
conducted by Maqbool et al (2015) affirms this, 
correlating lower levels of psychological wellbeing 
with more intensive medical service usage. 
Decreases in housing stress have also been linked 
to ancillary health benefits, alleviating conditions 
that contribute to poor mental health, such as 
depression, as well as those that contribute to poor 
physical health, such as cardiovascular or respiratory 
issues (Thomas, 2017). 

Poor mental health outcomes can also be sustained 
through the experience of housing insecurity. 
The ability of a stable home to foster a sense of 
belonging and self-identity is critical in providing 
pathways for participation in social, economic, 
cultural and political life. Feelings of personal or 
ontological security that are attributable to the 
physical and emotional concepts of the home are 
threatened when a tenant is at risk of facing forced 
evictions or relocations (WHO, 2018). Those in the 
private rental market tend to experience a higher 
level of psychological stress from housing instability 
in comparison with homeowners or social housing 
tenants (Andersen et al., 2018). The experience of 
housing instability and decreased mental health 
could be linked to a limited sense of ontological 
security, with Bentley et al (2019) indicating that 
housing affordability is a strong determinant of 
mental health. This study also highlights that 
single person households and recent divorcees 
are particularly vulnerable to facing housing and 
employment stress. 

Frequent moves and housing insecurity can have 
detrimental impacts on the health and wellbeing 
of children, which can persist into adulthood with 
long-lasting social and economic consequences. 
Increased psychological strain incurred from housing 
stress can lead to missed days for work and school, 
which has greater implications for participation 
across social, educational and employment domains.
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Homeless children are especially at risk of 
experiencing health issues. Unstable housing 
conditions have been shown to cause malnutrition, 
chronic health conditions, developmental delays and 
cognitive problems in children (Harker, 2007). As well 
as being more likely to display higher rates of mental 
and physical conditions, young people experiencing 
homelessness are also at higher risk of developing 
alcohol and drug reliance (Flatau et al., 2020). One 
study found that homeless children were less likely to 
receive vaccinations in comparison to stably housed 
children, which could also affect their health status 
into adulthood (Clair, 2019). 

In relation to children, Clair (2019) found that a high 
level of residential mobility from forced relocations 
or evictions can lead to:

• Behavioural problems, including more risk-taking 
behaviours.

• Poor cognitive outcomes.

• Absenteeism from school.

• Disruptions to social networks.

• Increased stress, including a transfer of negative 
emotions from parents onto children.

• Increased risk of respiratory disease due to the 
association of stress with poor immune system 
functioning.

• Diminished capacity to perform daily tasks and 
routines. 

Housing instability is experienced disproportionately 
amongst populations experiencing homelessness, 
and as such they have a high level of demand 
for health services. In comparison to low-income 
adults who are stably housed, people experiencing 
homelessness have been shown to endure higher 
levels of self-rated psychological distress (Larimer 
et al., 2009). The strain of finding or maintaining 
employment and difficulties in sustaining social and 
emotional relationships with family or friends can 
contribute to this experience of stress. 

The link between housing insecurity and mental 
health is supported by an Australian survey which 
found that 73% of men and 81% of women 
experiencing homelessness met criteria for at 
least one mental disorder over a 12-month period 
(O’Donnell et al., 2014). Findings from Zaretzky et 
al (2017) correlate this, demonstrating that higher 
health care costs in populations experiencing 
homelessness were strongly associated with having  
a diagnosed mental health disorder.

Housing Structure and Quality

Accessing stable and affordable housing can lead 
to trade-offs being made in terms of location 
or physical quality. Poor housing quality can be 
detrimental to health through exposure to hazards 
which can lead to both immediate and longer-term 
health complications, resulting in higher healthcare 
expenditures. This is primarily experienced in 
low-income rental housing, as opposed to owner-
occupied housing, which is often subject to poor 
or infrequent maintenance. This type of housing 
also often exhibits inferior physical conditions and a 
lesser amount of privacy (Hiscock, Macintrye, Kearns 
& Ellaway, 2003). Issues with housing structure and 
quality can yield both immediate and long-term 
risks for mental and physical health. According to 
the WHO (2018), the negative effects of low-quality 
housing are more likely to detriment the livelihoods 
of children, the elderly, disabled, low-income and 
other at-risk populations. 

Short term risks include the presence of hazards 
and unintended injuries such as falls or burns, which 
result in immediate hospitalisation or increased GP 
visits. Thermal discomfort from poor ventilation 
and insulation, as well as energy poverty, can 
contribute to mortality on days of extreme heat or 
cold. These issues can impede the livelihood of 
elderly and disabled populations, who are more 
susceptible to falls and injuries (WHO, 2018). Poorly 
designed housing that does not consider the needs 
of such populations can prevent their capacity for 
independent living, increasing the burden on carers. 
Reducing the risk of these hazards through the 
provision of more accessible and affordable housing 

can lessen the strain on external social services, 
reduce anxiety from fears of injury, increase feelings 
of safety and security and ultimately result in cost 
savings from improvements in physical and mental 
health (WHO, 2018). 

Long term health risks of poor quality housing 
include exposure to toxic materials such as lead 
or asbestos, pests, mould, allergens or dampness. 
These have more gradual and long-lasting impacts 
upon health that can manifest through weakened 
immune systems, respiratory or cardiovascular 
problems, or even cancer (Hernandez & Suglia, 
2016). Over time, these conditions can worsen, 
resulting in an intensive usage of healthcare services. 
Children are highly susceptible to the impacts 
of low-quality housing, as it can contribute to 
developmental and educational deficits later in life 
(Baker et al., 2016). Poor housing conditions, such as 
the presence of pests, pesticides and mould can lead 
to the development of asthma in children, which can 
lead to more school absences.  This in turn can cause 
cognitive deficiencies and poor performance on 
standardised testing and educational achievement. 
To a similar effect, noise exposure and pollution can 
affect concentration and cause mental distress and 
disruptions to sleep, work and study. 

A US study found that improvements in household 
quality led to health-related cost savings that were 
greater than the cost of implementing the repairs 
(Fabian et al., 2014). The highest savings were linked 
to integrated pest management, exhaust fan repairs 
and gas stove replacement. The interventions led to 
decreased health expenditure, specifically related to 
asthma in children.

A lack of affordable housing options can lead to 
informal and shared housing arrangements. Living 
in cramped conditions can impose further stress 
upon residents and exacerbate the structural 
housing factors that contribute to illness (Herath & 
Bentley, 2018; Evans, Lepore, Shejwal & Palsane, 
1998; Harker, 2007). Overcrowding is another factor 
derived from poor quality, unstable or unaffordable 
housing conditions that can affect concentration and 
educational attainment. A child’s ability to study may 

be reduced in these environments as they have less 
space, peace and privacy, and are more likely to be 
exposed to distractions. Children living in crowded 
housing are also more likely to exhibit wheezing 
symptoms in comparison to children not living in 
these conditions (Clair, 2019). 

A New Zealand study found that using ‘healthy 
housing interventions’ such as modifications to 
reduce overcrowding, insulation and ventilation 
issues reduced acute hospitalisations for populations 
in the 0-34 year old age bracket to a much greater 
extent than for populations aged 35 years and above 
(Jackson et al., 2011). This demonstrates that the 
impacts of housing quality tend to affect a younger 
cohort to a much higher degree, which has long-
lasting implications for their health and wellbeing 
into adulthood. 

The experience of overcrowding in Australia is most 
widespread across outback Northern Territory as 
well as the Aboriginal urban housing context. This 
population faces a range of barriers to accessing 
home ownership and the private rental market, 
and as such the issues of housing instability and 
overcrowding are most pertinent in private rental 
housing. Although there is an acknowledgement that 
the relationship between health and crowding can 
have positive effects on social and emotion bonding 
for this cohort, it also has many negative implications 
upon health and wellbeing. Such poor health 
outcomes can be linked to the spread of infectious 
disease, poor school attendance and performance, 
family violence and the risk of eviction (Jackson et 
al., 2011). 

Several studies have sought to quantify the 
additional outlays in the health system resulting 
from the experience of homelessness or housing 
insecurity. These additional costs are typically 
associated with the increased usage of high-cost 
hospital emergency departments and inpatient 
services. An overview of this research is provided in 
Table 2 below.
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Study Summary Relevant Household Housing and supports Findings

Larimer et al., 2009

United States

Evaluated the effectiveness of a Housing 
First program on a population experiencing 
homelessness population 12 months prior 
to and 12 months after tenancy.

Populations experiencing 
homelessness persons 
(rough sleepers) with 
severe alcohol problems.

Housing with support 
services (case 
management, meals, on-
site health care).

•   Cost offsets averaged $2,449 (USD) per person per month.

•   At 12 months of tenancy, total costs for individuals reduced by $42,964 (USD) per person per year. 

•   Program administration cost $13,550 (USD) per person per year.

Flatau et al., 2012

Australia

Calculates the cost savings from the 
transition into stable accommodation from 
12 months prior to 12 months after tenancy.

Males experiencing 
homelessness (rough 
sleepers).

Housing with support 
services (temporary 
accommodation or 
outreach support, case 
management, health 
services).

•   Yearly reduction of $8,222 (AUD) in health care cost per person (from $20,985 (AUD) on entry to $12,763 (AUD) after 12 
months in tenancy).

Dillon, 2014

United States

Analysed the Hospital to Home program 
(housing with supportive services) 
which primarily supports populations 
experiencing chronic homelessness and 
high-cost participants (US).

Populations experiencing 
long term homelessness 
(unclear of this refers to 
rough sleepers).

Housing with support 
services (long term 
accommodation, case 
management, specialist 
health services).

•   Reduction in emergency department visits from 333 (0-6 months prior to enrolment in stable housing) to 85 (7-12 months 
after enrolment (total reduction of 248).

Parsell et al., 2017

Australia and the 
United Kingdom

Compared costs incurred from a 
cohort experiencing 12 months prior to 
supportive housing tenancy, with costs 
incurred 12 months after.

Populations experiencing 
homelessness 
(predominantly rough 
sleepers).

Housing with supports 
(outreach, case 
management, clinical 
nurse, concierge and 
security. Services are 
voluntary and tenant led).

•   Total cost reduction of $591,495 (AUD) from a decrease in admitted patients.

•   Total cost reduction of $242,540 (AUD) from a decrease in mental health expenditure. 

•   Total cost increase of $2,350 (AUD) from an increase in emergency department usage.

•   Total cost reduction of $650 (AUD) from a decrease in ambulance usage.

Phibbs and Young, 
2005

Australia

Compared changes in use of Medicare 
services in the 12 months before and 12 
months after public housing tenancy.

Populations experiencing 
homelessness (insecure 
accommodation).

Housing only. •   The average cost of light users of health services increased by $15.42 (AUD) in the 12 months after entrance into public housing.

•   The average cost of heavy uses of health services decreased by $46.13 (AUD) in the 12 months after entrance into public housing.

Ravi and Reinhardt, 
2011

Australia

Calculated cost reduction of households 
entering social housing.

Low-income household. Housing only. •   Reduction in average annual spend of health services of $1,872 (AUD) per household per year.

TA B L E  2 :  S U M M A RY  O F  L I T E R AT U R E  M E A S U R I N G  H E A LT H  S Y S T E M  C O S T S  
( R E A D  W I T H  PA G E  2 1 ,  C O N T I N U E S  PA G E S  2 2  A N D  2 3 )
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Study Summary Relevant Household Housing and supports Findings

Ravi and Reinhardt, 
2011

Australia

Calculated cost reduction of households 
entering social housing.

High service use household 
(pensioner or person with 
disability).

Housing only. •   Reduction in average annual spend of health services of $640 (AUD) per household per year.

Fabian et al., 2014

United States

Calculated cost reduction of repairing 
household damage to reduce 
hospitalisations and medication 
expenditure.

Children in low-income 
multifamily housing.

Housing interventions and 
repairs including integrated 
pest management (IPM), 
repairing kitchen exhaust 
fan and weatherisation 
efforts.

•   Cost savings of $173 per year per asthmatic patient from installation of kitchen fan.

•   Cost savings of $302 per year per asthmatic patient from IPM program 

Wood et al., 2016

Australia

Calculated cost savings of persons 
entering public housing through National 
Partnership Agreement on Homelessness 
(NPAH) program.

Populations experiencing 
homelessness (primarily 
rough sleepers, also 
those in temporary 
accommodation).

NPAH program, entering 
public housing through 
priority housing and 
supports.

•   Potential health cost offsets: $13,273 per person per year (2012-13).

Flatau et al., 2020

Australia

Calculated the cost of health service use 
over a three year period

Youth aged 12-18 years 
experiencing homelessness 
(broadly defined as rough 
sleeping, staying in crisis 
accommodation, hotels, 
boarding rooms or with 
friends or relatives).

No intervention, just 
measures the costs.

•   GP consultations: mean cost of $294 per person per year.

•   Medical specialist consultation: mean cost of $230 per person per year.

•   Nurse or allied health professional consultation: mean cost of $199 per person per year.

•   Night in hospital: mean cost of $3,952 per person per year.

•   Night in mental health facility: mean cost of $1,745 per person per year.

•   Night in drug and alcohol detoxification / rehabilitation centre: $614 per person per year.

•   Emergency / casualty department: mean cost of $620 per person per year.

•   Outpatient or day clinic visit: mean cost of $154 per person per year. 

•   Ambulance services: mean cost of $639 per person per year.

•   Dental services: mean cost of $58 per person per year.

Source: Lawson et al., 2018.

TA B L E  2 :  S U M M A RY  O F  L I T E R AT U R E  M E A S U R I N G  H E A LT H  S Y S T E M  C O S T S  
( TA B L E  B E G I N S  AT  PA G E  2 0  A N D  E N D S  PA G E  2 3 )
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As demonstrated through literature, the provision 
of housing that is affordable, stable and of high 
structural quality has widespread health and wellbeing 
impacts upon both individuals and societies. There 
are an increasing number of studies that measure the 
social value of affordable and social housing, as well 
as the direct and indirect quantitative cost outlays. 
Social, or wellbeing, value is measured through an 
analysis of existing datasets that reveal the effect of 
an outcome on wellbeing in a robust way. A value is 
attributed to this outcome by using the data to source 
the equivalent amount of money required to increase 
wellbeing (Nygaard, 2019).

This type of value is typically manifested through 
such factors as good neighbour relations and 
neighbourhood design, community resilience, green 
space, physical and mental health, high energy 
standards and property size (Gibb et al., 2020). This 
further demonstrates the strong association between 
wellbeing, housing and neighbourhood quality, stability, 
affordability and feelings of connection and security. 

This measurement can help strengthen the 
correlations between economic impact, housing 
provision and wellbeing. However, these indicators 
have been excluded from the quantification 
of benefits in this analysis. This is due to the 
conservative nature of social value estimates that can 
lead to underestimation of the benefits that can be 
achieved through service design (Nygaard, 2019). 

The Housing Associations’ Charitable Trust (2017) 
have calculated the change in wellbeing experienced 
by individuals where a problem that is present in 
their property or local area is amended. These values 
are shown in Table 3.

Category Outcome Average value per person

Health and Wellbeing

Feel belonging to neighbourhood £3,753

Talk to neighbours regularly £4,511

High confidence (adult) £13,080

Relief from depression / anxiety (adult) £36,766

Good overall health (adult) £20,141

Affordability

Afford to keep house well-decorated £5,236

Able to save regularly £2,155

Financial comfort £8,917

Access to internet £2,413

Able to insure home contents £3,652

Rectification of door 
faults (interior doors)

Rectification of serious condensation / mould growth £770

Rectification of penetrating damp £674

Rectification of ceiling fault £266

Rectification of floor fault £754

Rectification of wall fault £390

Rectification of door faults (interior doors) £578

TA B L E  3 :  W E L L B E I N G  VA L U E S 
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4.3 Greater incidence of criminal and  
anti-social behaviours

Crimes trigger costs across society. Crime victims 
suffer psychological and material losses, while 
taxpayers pay for law enforcement, courts, and 
incarceration (Chase, Da’ar & Diaz, 2012).

Residents of housing that is unaffordable, unstable, 
or short-term are more likely to engage with the 
criminal justice system, resulting in increased 
government costs of corrections and incarceration 
(SVA Consulting, 2010). This is because:

• Living in a public space means that individuals 
experiencing homelessness are more susceptible 
to committing public order offences.

• People without stable accommodation, or 
suffering significant financial pressure, may have 
little choice but to engage in ‘survival offending’.

• Substance abuse as a coping mechanism may 
lead to offending behaviour to fund habits.

• The lack of safe and stable housing for some 
individuals may mean that they are less able to 
secure belongings.

It is also possible that contact with justice services 
may increase because of accessing secure housing 
due to the increased likelihood of a person 
complying with the terms of their parole instead of 
not doing so or following through with an ongoing 
issue in court (Zaretzky & Flatau, 2013).

Young people experiencing homelessness are more 
likely to incur higher costs across both health and 
justice systems. This is due to the identification of 
mental health as a key driver of these costs. Flatau 
et al (2020) correlated high justice costs with a 
diagnosed mental health condition, a high risk of 
dependency on drug or alcohol use, identification as 
indigenous, being born in Australia, an experience of 
out-of-home care, and homeless and rough sleeping 
both before the age of 18 and in the past year.

An Australian study calculated the reduction in costs 
of engagement with the justice system resulting from 
the provision of Specialist Homelessness Services 
(SHS) to people experiencing homelessness (Zaretzky 
& Flatau, 2013). The reduction in costs were found to 
be primarily driven by: 

• a decrease in the incidence of contact with 
police that resulted from being the victim of an 
assault or robbery

• a decrease in the average number of nights 
spent in prison

• a decrease in incidence of being a victim of an 
assault or robbery was reported for all cohorts.

Several other studies have reported similar results both 
in Australia and internationally, albeit ones noting some 
variation in methodology and the types of criminal 
justice services examined (see Table 4 below).

Lack of social and affordable housing is also shown 
to exacerbate the public sector cost of dealing with 
family and domestic violence in Australia. A report 
by the Australian Institute of Health and Welfare 
found that family, domestic, and sexual violence is 
a major health and welfare issue in Australia (AIHW, 
2012). Family and domestic violence has been 
argued as both the leading cause of homelessness 
for women and children, as well as the primary 
reason these groups seek specialist homelessness 
services (Equity Economics, 2021). 

Although the causes of family violence are complex 
and varied, financial hardship is a well-evidenced and 
frequently cited contributing factor thereto. Research 
by Benson and Fox (2004) found that couples 
experiencing financial strain had an average rate of 
domestic violence of 9.5 per cent compared with 2.7 
per cent for couples who reported low levels of strain. 
High housing costs place a significant economic 
burden on families and can fuel the occurrence of 
domestic violence. This is supported by the findings 
of the State of Victoria’s 2016 Royal Commission 
into Family Violence, whose report noted ‘financial, 
housing and gambling issues’ as a prevalent amongst 
perpetrators (State of Victoria, 2016).

Poor housing affordability also contributes to the 
issue of domestic violence by limiting the ability of 
victims to find safe and secure shelter when wishing 
to remove themselves from a violent household. 
Equity Economics (2021) find that women escaping 
family and domestic violence have three options: 
buying their own home, social housing and private 
rentals. For many women home ownership is an 
unrealistic option, the private rental market does 
not provide affordable options, and there is a 
well-documented lack of social housing (Equity 
Economics, 2021). For many victims, the lack of 
appropriate housing often resulted in the victim 
returning the abusive household or becoming 
homeless. In its findings, the Commission found 
that family violence was a key factor contributing 
to homelessness, with just under 40 per cent of 
family violence victims seeking support from SHS 
(Robinson, 2010; Zaretzky & Flatau, 2013; State of 
Victoria, 2016).

Domestic violence costs the Victorian community 
through increased need for crisis care, health services, 
SHSs, justice system and child-protection costs, 
and the pain and suffering of victims (AIHW, 2018; 
Nygaard, 2019). A US study provides evidence that 
public housing residency can have protective effects 
against domestic violence, as it can be a pathway for 
escapees of domestic violence (Fertig & Reingold, 
2007). This study also speculates that the provision of 
subsidised housing can affect the abusive behaviour 
of perpetrators, who might be influenced through 
the threat of losing their housing subsidy (Fertig & 
Reingold, 2007). Recent research by Equity Economics 
(2021), based on costings developed by AHURI, find 
that delivering an additional 16,810 units of social 
housing would cost around $7.6 billion, but would 
deliver $15.3 billion in additional economic output 
and 47,009 additional jobs. 
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Study Scope Relevant Household Housing and supports Findings

Chase et al., 2012

United States

Compared odds and costs of incarceration 
prior to supportive housing tenancy 
to 12 months after, mainly in terms 
of populations formerly experiencing 
homelessness.

Persons formerly 
experiencing homelessness 
with barriers to 
maintaining long term 
housing.

Housing with supports (case 
management, skills training, public 
benefits referrals).

•   Decrease of 30.4% in estimated conviction rates for single adults per person per year with incarceration cost savings of $14,529 
(USD) per person per year.

•   Decrease of 67.2% in estimated conviction rates for unaccompanied youths per person per year with Incarceration cost savings of 
$32,067 (USD) per person per year.

latau et al., 2012

Australia

Calculated cost savings from the transition 
into stable accommodation (housing with 
supportive services)– from 12 months prior 
to 12 months after tenancy (Australia).

Male populations 
experiencing homelessness 
(rough sleepers).

Housing with support services 
(temporary accommodation 
or outreach support, case 
management, health services).

•   Cost saving of $224 (AUD) per client, per year (from $3,370 on entry to $3,147 after 12 months of tenancy).

Zaretzky and Flatau, 
2013

Australia

Examines the benefits that accrue to 
individuals and the government, prior to 
supportive housing tenancy and 12 months 
after. 

Populations experiencing 
homelessness (rough 
sleepers).

Populations experiencing 
homelessness (insecure 
accommodation).

Low-income households.

Study examined a range of groups:

•   Supported accommodation 
programs for single men, 
and for single women (incl. 
those escaping violence)

•   Tenancy support programs 
for persons at risk of losing 
an existing tenancy.

•   Street-to-home programs.

•   Total justice cost offset of $2,397 (AUD) per person per year.

Parsell et al., 2017

Australia and United 
Kingdom

Compared costs incurred from a cohort 
experiencing homelessness 12 months 
prior to supportive housing (housing with 
supportive services) tenancy, with costs 
incurred 12 months after.

Populations experiencing 
homelessness 
(predominantly rough 
sleepers)

Housing with supports (outreach, 
case management, clinical nurse, 
concierge and security. Services 
are voluntary and tenant led).

•   Total decrease of $10,183 (AUD) in court-related costs per person per year.

•   Total decrease of $63,778 (AUD) in occurrences as offender per person per year.

•   Total decrease of $3,159 (AUD) in occurrences as victim per person per year.

•   Total decrease of $14,940 (AUD) in nights in police custody per person per year.

Witte, 2017

Australia

Undertook a cost-benefit analysis 
measuring cost savings of stable 
accommodation over a twenty-year period.

Populations experiencing 
homelessness (rough 
sleepers).

Last resort housing (support 
services unidentified).

•   Crime cost savings of $6,182 (AUD) per person per year.

Martin et al., 2021

Australia

Calculated cost savings from providing 
public housing to ex-offenders, compared 
to rental assistance.

Ex-prisoners. Public housing. •   Court appearances down 7.6% per year.

•   Proven offences: down 7.6% per year.

•   Time in custody: down 11.2% per year.

•   Time on supervised orders: after an initial increase: down 7.8% per year.

•   Justice costs per person: down $4,996 initially, then a further $2,040 per year. 

TA B L E  4 :  S U M M A RY  O F  L I T E R AT U R E  M E A S U R I N G  J U S T I C E  S Y S T E M  C O S T S  
( R E A D  W I T H  PA G E  2 9 ,  C O N T I N U E S  PA G E S  3 0  A N D  3 1 )
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Study Scope Relevant Household Housing and supports Findings

Flatau et al., 2020

Australia

Calculated the cost of justice service use 
over a three year period.

Youth aged 12-18 years 
experiencing homelessness 
(broadly defined as rough 
sleeping, staying in crisis 
accommodation, hotels, 
boarding rooms or with 
friends or relatives).

No intervention, just measures the 
costs.

•   Victim of assault/theft reported to police: mean cost of $891 per person per year.

•   Stopped/searched by police in street or visit from justice officer: mean cost of $3,270 per person per year.

•   Stopped by police in a vehicle: mean cost of $59 per person per year.

•   Apprehension/arrest/picked up by police: mean cost of $2,093 per person per year.

•   Held overnight by police: mean cost of $146 per person per year.

•   Appearance in court: $1,489 per person per year.

•   Night in prison/correctional facility: mean cost of $1,038 per person per year.

•   Night in remand/detention: mean cost of $377 per person per year. 

Note: dollar figures are presented as at the date of publication.

Note: dollar figures are presented as at the date of publication.

Study Scope Relevant Household Housing and supports Findings

Department of 
Health and Human 
Services (DHHS), 
2018

Australia

An evaluation of how the Family Violence 
Housing Package (housing with supportive 
services) can reduce the economic costs 
of family violence-related homelessness to 
the community.

Populations experiencing 
homelessness; Low-
income; Indigenous.

Housing with supports (case 
management, short term and 
long-term accommodation).

Avoided costs to government: 

•   Reduced costs of crisis care $29,500 (AUD), reduced health system costs $11,000 (AUD), reduced specialist homelessness costs 
$5,000 (AUD), benefit from workforce re-entry $4,000 (AUD), reduced justice system costs $2,000 (AUD), reduced child protection 
related costs $700 (AUD).

Benefits to individuals:

• Reduced pain and suffering $10,000 (AUD).

PWC, 2015

Australia

Estimated costs and benefits of 
preventing violence against women.

Women experiencing 
domestic and family 
violence.

Housing with support services 
(temporary accommodation 
or outreach support, case 
management, health services).

Estimated annual cost for each woman experiencing violence (3014-15)

•   Pain, suffering and premature mortality - $10,075

•   Health - $1,312

•   Production related - $1,969

•   Consumption related (only applicable to partner violence) - $9,179

•   Administrative and other - $1,879

•   Second generation - $639

•   Transfer costs - $1,726

TA B L E  5 :  S U M M A RY  O F  L I T E R AT U R E  M E A S U R I N G  D O M E S T I C  V I O L E N C E  C O S T S  
( R E A D  W I T H  PA G E  3 1 )

TA B L E  4 :  S U M M A RY  O F  L I T E R AT U R E  M E A S U R I N G  J U S T I C E  S Y S T E M  C O S T S  
( TA B L E  B E G I N S  AT  PA G E  2 8  A N D  E N D S  PA G E  3 1 )
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4.4 Reduced human capital and 
employment outcomes

Human capital is the set of knowledge, skills, and 
characteristics people accumulate through their lives. 
Discussion of human capital often focusses on how it 
can be deployed in the labour market for production 
in the economy – in other words, how it can be put 
to work for wages. However, human capital brings 
psychosocial benefits beyond income: it helps 
people consume goods and services, socialise, raise 
families and, of course, there is the intrinsic value of 
learning and practising new skills.

Important sources of human capital include 
innate ability, schooling, tertiary education, work 
experience, on-the-job training, health care, and 
sociological factors that support social and emotional 
wellbeing. Inadequate housing, and the housing 
stress associated with that, can prevent people from 
investing in and maintaining their human capital.

Poor quality housing, overcrowding, excessive 
commute times, and housing stress can impact the 
human capital formation of workers. This can come 
through adverse impacts on individual health and 
wellbeing, including increased stress and mental ill-
health, capped career progression, reduced ability to 
upskill, and diminished workforce participation (Phibbs 
& Young, 2005; Ravi & Reinhardt, 2011; Conley, 2001; 
Harker, 2007). Each of these outcomes will reduce 
the human capital potential of individuals, which 
has negative impacts on both individual personal 
development as well as the economy which relies on 
their human capital for production and growth.

Stressful relocations and mobility can also disrupt a 
student’s curriculum and social relationships, and result 
in poor-behaviour and school performance (Schwartz, 
Stiefel & Carlton, 2009; Mueller & Tighe, 2007). 

In adults, the stress of moving house or being 
evicted can affect job performance and capacity to 
participate in the labour force. A study by Desmond 
and Gerhenson (2016) highlights the correlation 
between forced relocation of private low-income 
renters and decreased job performance. 

In some cases, this extended to job loss. This is due 
to the distraction and mental distress of housing loss 
causing employees to act unprofessionally or to fall 
behind with their work, and the negative impacts 
on professional and personal relationships. In some 
instances, employee lateness or absenteeism was 
caused by tenants relocating to areas that were more 
affordable, but further away or more difficult to access

A study by Ravi and Reinhardt (2011) finds that 
private renters are more likely to face frequent 
moves than social housing tenants. Phibbs and 
Young (2005) confirm the high mobility levels, by 
showing that before they moved into public housing, 
private renters moved an average of 2.2 times in a 
period of two years, and this extended to 2.3 for 
residents with dependents. As well as being more 
likely to remain in the same housing, social housing 
residents are more likely to seek out opportunities 
for training and education to access employment 
options (Ravi & Reinhardt, 2011).

Insecure housing has a detrimental impact on 
employment outcomes in the same way as it does 
on human capital accumulation. People who are 
experiencing housing stress are likely to experience 
several factors (for example, poor health) that prevent 
them from fully participating in the labour market.

The beneficial employment impacts of affordable 
housing can be difficult to identify in the data 
because residents in public housing are more likely 
to have personal characteristics that detrimentally 
affect employment, such as illness, disability, old 
age, and long-term reliance on welfare payments 
(AIHW, 2008; Ong, 1998). However, the Productivity 
Commission (2015) shows that, after controlling 
for such factors, households in South Australia and 
Western Australia experienced positive employment 
outcomes upon entering public housing, benefits 
that were observed again one year later.

Overall, a lack of adequate and affordable housing, 
and the flow-on effects for workforce participation, 
will most likely lead to poorer human capital 
accumulation and employment outcomes, resulting 
in reduced lifetime earnings for households and 
lower productivity across the economy. Additionally, 
increased outlays in income supplements and 
foregone tax revenues from wages for government 
(Zaretzky & Flatau, 2013).

Childhood Learning and Development 
Outcomes

Children experiencing housing stress are more 
likely to change neighbourhoods and schools at 
a more frequent rate than those not in housing 
stress. A greater susceptibility to fluctuations in rent, 
or difficulty in maintaining chronically high rental 
payments can result in families being forced to 
relocate. Research has demonstrated that children 
who change schools more frequently are more 
likely to have below average grade scores and are 
more likely to drop out and have higher rates of 
absenteeism (Mueller & Tighe, 2007). 

Likewise, other consequences of poor housing 
affordability, such as overcrowding and lower 
housing quality also result in decreased academic 
performance due to increased noise, poor health 
and lack of quiet space to complete homework 
(Mueller & Tighe, 2007). 

Attempts to find more affordable housing options 
can lead households to relocate to neighbourhoods 
that have worse socioeconomic outcomes and 
higher concentrations of poverty. The effects 
of neighbourhood quality on a child’s capacity 
to both attend and perform well at school have 
been measured in several studies. When a child’s 
behaviour and educational attainment is negatively 
affected, it can lead to poorer outcomes in life, such 
as unemployment, poverty and social exclusion. 
The lack of a job can also negatively impact an 
individual’s feelings of self-worth, skill development 
and connection with society (AIHW, 2017). 

Chetty and Hendren (2018) find that place and 
neighbourhood shape childhood development and 
experiences in symmetrical ways. When children 
move to neighbourhoods that are perceived as 
being better, their expected income matches the 
income of permanent residents at a rate of 4 per 
cent per year of childhood exposure. When they 
move to worse neighbourhoods there is a decrease 
of 4 per cent per year of childhood exposure in their 
income, in line with that of permanent residents. 

The findings from this study imply that effects 
on children’s income is not related to age, but to 
amount of time in a neighbourhood. This conclusion 
is challenged by Deutscher (2020), who builds upon 
this research in an Australian context, finding that 
while exposure to place does matter, it matters the 
most during teenage years. 

Thus, it can be demonstrated that neighbourhood 
location in childhood and teenage development has 
a causal effect on their outcomes later in life, such as 
income, education, marriage and fertility. 

The evidence above links housing quality and stability, 
childhood educational capacity, and workforce 
participation, but it is important to note that these are 
less well-documented by literature and the causality is 
largely implied. Nygaard (2019 pg. 17) points towards 
the distinction between ‘housing outcomes as causal’ 
and ‘housing outcomes as another indicator of low-
income status or poverty.’ The impact of foregone 
human capital accumulation can be measured in 
terms of increased outlays in income supplements, 
foregone tax revenues, and more expenditure on 
remedial education and training.
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Study Scope Relevant Household Housing and supports Findings

Ravi and Reinhardt, 
2011

Australia

Calculated cost reduction of households 
entering social housing.

Low-income household 
with children.

Housing only. •   Additional earning potential for Year 12 graduates of $3,016 (AUD) per child per year (compared to those with Year 10 certificate or 
below).

Zaretzky and Flatau, 
2013

Australia

Examines the benefits that accrue to 
individuals and the government, prior  
to supportive housing tenancy and 12 
months after.

Populations experiencing 
homelessness (rough 
sleepers)

Populations experiencing 
homelessness (insecure 
accommodation)

Low-income households

Study examined a range of groups:

•   Supported accommodation 
programs for single men, 
and for single women (incl. 
those escaping violence)

•   Tenancy support programs 
for persons at risk of losing 
an existing tenancy.

•   Street-to-home programs.

•   Increase in welfare service costs of $271 (AUD) per person per year.

Beer et al., 2016* Housing Initiative funding (SROI), helping 
populations experiencing homelessness 
into stable housing from 2009-2013

Households at risk 
of homelessness and 
populations experiencing 
homelessness (insecure 
accommodation).

Financial support including rental 
arrears payments, rental subsidy 
over a longer term, and other 
financial contributions. .

•    Generated an overall benefit to cost ratio of 6:1 (Initiative Funding of $5.2million generated $31.2million of benefit for SA economy 
and community).

Witte, 2017 Undertook a cost-benefit analysis 
measuring cost savings of stable 
accommodation over a 20-year period.

Populations experiencing 
homelessness (rough 
sleepers).

Last resort housing (support 
services unidentified).

•    Cost-benefit of $4,236 (AUD) per bed per year from improved human capital.

SGS Economics and 
Planning, 2018

Quantify the economic case for investment 
in housing including examination of human 
capital benefits utilising lifetimes earning 
potential. 

Low- and moderate-
income households

Housing only •   Improvement in annual earnings is $AUD19,685 when experiencing better housing outcomes. This ranges from greater earnings of 
around $AUD40,170 for higher degree holders to greater earnings of around $AUD11,973 for unqualified workers.

TA B L E  6 :  S U M M A RY  O F  L I T E R AT U R E  M E A S U R I N G  H U M A N  C A P I TA L  ( R E A D  W I T H  PA G E  3 5 )

Note: dollar figures are presented as at the date of publication.
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4.5 Lost productivity due to less efficient 
labour markets

Although low-income households are critical to 
the labour force, they increasingly struggle to find 
affordable housing accommodation (for rent or 
purchase) near key employment centres of Australia’s 
major cities. As a result, low-income households 
are more likely to suffer housing stress and/or long 
commutes. Displacement of households due to 
housing costs also impacts firms who experience 
reductions in the size and diversity of labour markets, 
making it more difficult to find and retain staff with 
appropriate skills. 

The efficiencies that come with large labour markets 
and the opportunities they afford to firms and 
workers are the very reason that cities exist (Bertaud, 
2004). Effective urban management should therefore 
seek to maximise access of firms to workers, in all 
industries, to enable efficient labour markets, lower 
travel costs to workers and firms, higher incomes for 
workers, and greater overall productivity.  

For labour markets to work efficiently, both low-
income and high-income workers need to live 
sufficiently close to major employment clusters. 
Evidence from the United Kingdom shows high 
housing costs have resulted in divestment from 
regions, increased training costs, crowding out of 
lower income workers, and poor performance of 
public services like health and education (Gordon 
& Monastiriotis, 2007; Tym, 2003; Propper & Van 
Reenen, 2010). 

In the contemporary Australian context, there is a 
clear trend of lower-income households increasingly 
being displaced from inner-city locations largely 
because of ongoing processes of gentrification, 
urban renewal, and related housing cost increases 
(Randolph & Tice, 2014). Van den Nouwelant et al. 
(2016) show that low-income, central city workers 
in Australia live much further from their jobs than 
the average metropolitan workers (roughly double 
the median). Employers in particularly vulnerable 
industries – like hospitality and retail – anecdotally 
recognised the impact of housing affordability on 

recruitment, reliability, and retention, but most were 
unconcerned as employees were thought to bear most 
of the burden of the distance-affordability trade off.

Such ‘thinning’ of the local labour market of the 
central city area could result in reduced diversity 
in workforce pool (i.e., fewer low-income workers). 
There is concern this could lead to labour market 
shortages, staff retention problems, costs for 
retraining, and resulting reductions in economic 
productivity and efficiency (Van Den Nouwelant, 
Crommelin, Herath, & Randolph, 2016). Indeed, 
recent analysis from Gurran et al. (2021) at the 
Australian Housing and Urban Research Institute 
found that: 

The shortage (of affordable dwellings) is most 
acute in inner and middle ring areas which offer 
higher accessibility to greater concentrations 
of employment opportunities. Consequently, 
Q2 (low income) renters are either enduring 
affordability stress, commuting burdens, or both to 
access employment opportunities. There is lower 
employment participation by Q2 households who 
live in outer suburban locations of both Sydney 
and Melbourne, although the extent to which this 
reflects household trade-offs is unclear (pg. 1).

In the context of the central city, the Herath and 
Randolph (2018) state that:

Ensuring that Australia’s most productive regions 
– the inner areas of cities – remain unconstrained, 
efficient and productive is critical. With such dense 
economic activity occurring within these relatively 
small areas, even minor inefficiencies can have 
a major impact on Australia’s national economy 
and remedying those inefficiencies can reap large 
economic benefits (pg. 1).

Social and Affordable Housing and Regional 
Labour Markets

Academic research into the impacts of the 
undersupply of affordable housing on local labour 
markets has to date focused on large metropolises, 
and in particular, on businesses and firms within 
central city areas.

However, there is emerging commentary relating to 
the impacts of worsening housing affordability and 
low social and affordable stock on well-functioning 
local economies in regional areas (Beer, 2017). This 
is particularly evident in areas that are attractive for 
retirement and lifestyle reasons, and is a trend that 
is accelerating because of the COVID-19 pandemic 
(von der Heidt, Muschter, Caldicott, & Che, 2019; 
Gurran, Zhang, & Shrestha, 2018; Verdoux, Belen 
Yanotti, De Vries, Flanagan, & Haman, 2021). 

Through recent work, SGS has heard much about 
growing competition in regional housing markets 
placing upwards pressure on housing prices. Many 
local government areas report an increase in the 
number of private market rental dwellings that 
are being purchased and converted to short term 
accommodation due to the ability for owners to 
obtain very high rental yields. 

This conversion of long-term private market rental 
housing to short-stay accommodation in combination 
with the continuing sale of public housing stock by 
state government is causing significant difficulty, not 
only for low-income households but also workers 
who are key to the functioning of the local economy 
(such as nurses, teachers, and cafe staff) to find 
suitable accommodation. 

Interviews undertaken by SGS as part of the 
preparation of a land use planning strategy for a 
regional council in Victoria uncovered a range of 
experiences pointing towards a failure in the local 
housing market and the impact on the local labour 
market. These stories included:

• An assistant principal, who in 80 days of 
searching, had only found one property that was 
affordable. 

• A psychologist relocating to a regional centre 
for work, who was required to lodge in student 
accommodation due to the lack of available, 
affordable private rental housing.  

• The bartender, who lives in a caravan with his dog 
and must shower and wash his clothes at work. 

• The family, who have been camping by a river in 
a tent for several weeks. 

• The business owner, who has eight staff who 
are technically homeless and who is looking to 
purchase a motel to house his employees, but 
which has a cost for further business investment. 
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4.6 Reduced community diversity, inclusion 
and equity

Community diversity – which includes a mix of 
people of different cultures, social classes, life-
cycle stages, and immigration statuses – is seen as 
important for fostering interaction and trust between 
different people, as well as promoting economic 
opportunity. Social diversity, inclusion, and equity 
have both intrinsic value to the hosts community and 
also impact on a city’s brand and reputation. 

Social justice and community pride

As discussed above, the segregation and 
concentration of marginalised and disadvantage 
communities can impose significant costs on 
society in terms of health care, crime, impaired 
labour market engagement and functioning. It has 
also been argued that community diversity has 
intrinsic value: the wellbeing of all members of 
the community is impacted by an awareness that 
we participate in a less inclusive and equitable 
society than would otherwise be the case. Reduced 

community diversity – due to inadequate housing 
for vulnerable and diverse households – therefore 
represents a loss of welfare to the host community.

The merits of diversity in the city first came to 
popular consciousness through the writings of 
Jane Jacobs (1961) who argued that a mix of 
people of different cultures, social class, life-cycle 
stage, and immigration status are important for 
fostering interaction and trust between different 
people. Jacobs also argues that diversity promotes 
economic opportunity as “places that are diverse 
offer fertile grounds for the plans of thousands of 
people” (pg. 14) whereas no diversity offers little 
hope for growth, in the form of both personal and 
economic development (Jacobs, 1961, pg. 14). 
These ideas have been taken up by many urbanists 
and expanded on in various ways. A recurrent theme 
is that diversity maximises ‘exchange possibilities’, 
both economic and social, and brings significant 
benefits for people and places (Hart, 2012). Fainstein 
(2010) argues that diversity extends beyond simply 
the acceptance of differences in others, to the social 
composition of places. However, it should be noted 

that Fainstein (2010) cautions against enforced social 
mixing as this can be – despite good intentions – 
inequitable for lower-income households that might 
lose existing social connections.

Diversity and city reputation or brand

With growing international competition between 
cities for labour and investment, a city’s brand 
or reputation can be key competitive strength, 
alongside more tangible factors such as city 
size, location, depth of human capital, public 
infrastructure, and social capital (Delgado-Garcia, 
Quevedo-Puente, & Blaco-Mazagatos, 2017). 
Berry (2003) notes that cities that maintain an 
external reputation for diversity, multi-culturalism, 
and tolerance are highly competitive in attracting 
business investment, managerial staff, knowledge 
workers and tourism. This concept is reflected in 
Florida’s (2002) discussion of the ‘creative class’, who 
are knowledge and creative workers that are drawn 
from a range of social minority groups, and who tend 
to locate in cities that rate highly on the so-called 
‘Bohemian and Diversity Indices’. As a case in point, 
the City of Leicester successfully redefined itself and 
its reputation in terms of diversity and inclusivity to 
reinvigorate its transitioning, post-manufacturing, 
economy (Hassen & Giovanardi, 2018). Whereas 
Berry (2003) notes that “polarising differences, 
visible poverty and homelessness, soaring crime and 
an impoverished public realm raises strong barriers 
to the influx of investor” (Berry, 2003 pg. 416). It 
has also been suggested that efforts to promote a 
city’s reputation for diversity must be based on the 
genuine attributes of a place to be sustainable over 
the long term, and that cities that do not satisfy 
expectations associated with their reputation will 
ultimately erode it (Hassen & Giovanardi, 2018).

Agglomeration and Spatial Segregation

In many cities, the agglomeration of employment, 
skills and infrastructure is associated with a 
productivity effect (Ahlfeldt and Pietrostefani 2019, 
Nygaard et al 2021). In these well-endowed areas 
(typically the CBD or central city) there is often 
a correlation with high housing costs and poor 
affordability (Wiesel et al., 2017). Higher house 
prices (and for these locations) lower affordability 
is thus also an indicator of productivity, with higher 
productivity enabling higher wages and competition 
for well-located dwellings. This may have two effects. 
First, increased wage differentials may result in 
additional spatial sorting, restricting access to high 
amenity/jobs locations for lower-income households. 
Nygaard et al (2021) show that agglomeration 
benefits for higher income earners exceeds 
that of lower-income earners. Second, variation 
in agglomeration benefits across the income 
distribution, or preferences for dwelling sizes, may 
exacerbate housing affordability for lower income 
households by, in proportional terms, raising housing 
costs more for lower-income households than higher-
income households and disproportionally benefit 
landowners (Collier and Venables 2018). 

For Australia, Nygaard et al (2021) find some 
evidence that the productivity (agglomeration) 
effect from employment density disappears for 
the lowest 20% of wage earners after adjusting for 
housing costs. In the absence of dedicated social 
and affordable housing options for lower-income 
households, productivity enhancing investments in 
employment centres may also accentuate the role 
of housing market in transferring income from lower 
income households to higher income households 
and landlords. This may enable rent-seeking and 
reduce productive investment.  Stiglitz (2016) 
argues that increases in rents and the value of assets 
such as land and housing do not contribute to the 
production of capital goods, and therefore this 
causes wealth to increase without increasing the 
average wage of workers. 

Note: dollar figures are presented as at the date of publication.

Study Scope Relevant 
Household

Housing and 
supports

Findings

SGS 
Economics 
and 
Planning, 
2018

Quantify the economic 
case for investment 
in housing including 
examination of 
agglomeration effects 
utilising travel time 
measures.

Low- and 
moderate-income 
households.

Housing only. •   Benefit measured in terms of 
travel time savings on average 
between 15 and 20 minutes. 
The value of travel time is 
measured at $16.89 (AUD).

•   Assuming on average 50% of 
travel time savings would be 
used for productive purposes, 
the average productive travel 
time savings per worker 
experiencing better housing 
outcomes is $1,277 (AUD)per 
annum.

TA B L E  7 :  Q U A N T I F Y I N G  T R AV E L  T I M E
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Income inequality is argued to play a role in 
triggering psychological and physical stress at the 
individual level, which can result in social problems 
at a societal level. Wilkinson and Pickett (2009) 
argue that inequality therefore can bear costs upon 
society through such domains as community life and 
social relations, mental health and drug use, physical 
health and life expectancy, obesity, educational 
performance, teenage pregnancies, violence, crime 
and punishment, and unequal opportunities for 
intergenerational social mobility. 

The spatial inequalities caused through prioritisation 
of investment and agglomeration economies can 
also disadvantage those living beyond the central 
city. Those who cannot secure affordable housing 
in these areas are required to find housing in an 
alternative location; frequently in parts of the city 
that are defined by significantly poorer access to 
employment, services, transport, lower amenity 
and higher levels of social ‘dysfunction’ (Berry, 
2003). Such processes act to create areas of both 
concentrated advantage and disadvantage across 
the metropolitan region. Berry (2003) notes the way 
this process of locational disadvantage effectively 
traps people in areas and contributes to cyclical 
processes of ‘decline and deprivation’. 

There is a significant body of literature exploring 
the consequences of locational disadvantage and 
social segregation. The costs to individuals include 
poor psychological and wellbeing outcomes. Local 
communities suffer in terms of reduced social capital 
and cohesion, and increased rates of crime and 
violence. Meanwhile, the broader metropolitan and 
regional communities can see decreased productivity 
and rising fiscal costs to government (Berry, 2003). 

As illustrated by Phibbs and Young (2005), people 
who are unable to find suitable housing that is 
both affordable and appropriately located and 
therefore remain in housing stress or insecure 
housing situations disproportionately suffer from a 
broad range of poor health, educational and social 
outcomes including:

• Poor self-esteem and sense of self-worth, stress 
and poor mental health

• Higher rates of depression, substance abuse and 
risk of suicide

• Experience of financial hardship and poverty

• Diminished educational performance for young 
people 

• Reduced rates of secure and ongoing employment, 
and decreased participation in employment related 
assistance and job training programs

• Living in poor quality, poorly designed, 
overcrowded and unsanitary housing conditions

• Social exclusion and isolation 

Limited research is available quantifying the 
outcomes of community diversity, inclusion and 
equity. As such, this category will be examined 
qualitatively in the cost-benefit analysis.

4.7 Limiting potential for ancillary benefits

The discussion above highlights the primary costs to 
be borne because of continued underinvestment in 
social and affordable housing has been shown, there 
is a considerable body of national and international 
research supporting the conceptualisation and/
or monetisation of each of these categories, which 
will form the basis of the cost-benefit analysis to 
undertaken in the next stages of this study (as 
described in the following section). 

There are several other areas in which costs may 
arise from a failure to realise large scale investment 
in social and affordable housing, including unrealised 
outcomes related to environmental outcomes 
(related to housing design and reduced emissions 
from transport), design and delivery innovations in 
housing, and supporting innovation-led employment 
strategies, amongst others. 

These are pertinent considerations, however, are 
considered ancillary to the primary categories 
outlined as:

• There is far less conclusive academic research 
exploring these areas, including in relation to 
methods of quantification of the purposes of 
cost-benefit analysis. 

• Researching methods of quantification for these 
categories would require considerable resources, 
which are beyond the scope of this study.  

• Unlike the impact categories discussed in the 
previous sections, these ancillary categories are 
not always directly attributable to the delivery of 
social and affordable housing. 

• In relation to the point above, there may be 
other means by which these categories may be 
influenced that extend beyond a comprehensive 
program of social and affordable housing delivery. 

Nonetheless, a brief explanation of the relevance of 
each is provided below:
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Category Brief Description

Environmental 
outcomes

•   Social and affordable housing is preferred and supported in areas with better access to 
transport and other community services. When affordable housing is built to achieve higher 
population density and is near mass transit; the environmental and climate benefits increase 
through reduced land consumption (sprawl), vehicle use, lower carbon emissions and improved 
air quality (Thomas, 2017; Burke, Stone, Glackin, & Scheurer, 2014).

•   Recognising rising household energy prices as a significant cost burden for low- and  
moderate-income renters, there is an increasing interest in affordable housing models that can 
achieve improved levels of building performance (green building). Among the many associated 
benefits of affordable green housing, the two most significant are the improved fiscal health of 
the household - which can save a significant percentage of their income and potentially invest it 
elsewhere - and energy conservation and emission reductions (Thomas, 2017; Charron, 2017).

Housing design 
and delivery 
innovations

•   Meeting the housing requirements of people experiencing homelessness or households in rental 
stress is seen to require the delivery of a wider range of housing options than are currently 
being delivered, including more diverse housing forms delivered at higher densities (Parliament 
of Australia, 2015). 

•   The drive to increase investment in social and affordable housing also has the effect of 
promoting new methods of delivery within the sector, including diverse and bespoke funding 
arrangements (Randolph, Troy, Milligan, & van der Nouwelant, 2018; Gilmour & Milligan, 2012). 
Very often these projects may be considered as innovations or new activities that emerge and 
are disseminated within a given context (Raynor, 2019).

•   Innovative strategies include sale and rent of market housing to cross-subsidize social housing 
provision, shared ownership housing products and innovative borrowing techniques (Randolph, 
Troy, Milligan, & van der Nouwelant, 2018).

•   The drive to increase investment in social and affordable housing supports the development of 
innovation in the social economy, responding to new social needs and aspirations that are not 
being adequately met by government and the economy, especially in the field of public services 
(Bouchard, 2012). 

Supporting 
innovation led 
employment 
strategies

•   Australian cities are continuing to shift from manufacturing to knowledge economies, utilising 
‘smart city’ strategies. In Australia, smart cities are oriented around economic development and 
regeneration, with a key focus being ‘innovation-led’ employment growth (Dowling, Sophia, 
Emmanuel, & Wolifson, 2021).

•   Affordable housing underpins models of the smart city. International evidence shows that 
successful innovation districts require mixed land uses and are socially, culturally, and 
economically diverse, with a diverse range of housing types, tenures and prices ( (SGS 
Economics and Planning, 2019).

TA B L E  8 :  A N C I L L A RY  B E N E F I T S  S U M M A RY

5. Measuring Costs

The next stage of this project will utilise 
a cost-benefit analysis (CBA) framework 
to measure the accumulating costs to 
the citizens and government of Australia 
due to continued underinvestment in 
social and affordable housing. This 
section of the report provides a brief 
introduction to CBA methodology and 
relevant underpinning principles and 
presents an approach for undertaking 
the next stage of the project. 

5.1 An overview of cost-benefit analysis 

The CBA approach is routinely used to evaluate the 
merits of a project or to distinguish between a set 
of project options. In this case, the project under 
evaluation is a hypothetical one, in which social 
housing is delivered at a scale that meets current and 
future need across the country.  

As specified in government guidelines, a CBA must 
consider the full spectrum of environmental, social, 
and business impacts of the proposal at hand. 
Positive and negative impacts of the project option 
are quantified and monetised (expressed in dollar 
terms) and then compared to a ‘business-as-usual’ 
or ‘do nothing’ base case scenario. The comparison 
shows whether the proposal is likely to make the 
community better off or worse off, in net terms. 

Figure 1 shows the principal steps in the CBA 
method. These steps and the assumptions adopted 
by SGS are consistent with the national guidelines 
on cost-benefit analysis, Department of Premier and 
Cabinet (2020) Cost-Benefit Analysis Guidance Note.  

In conducting the analysis, SGS will:

• Differentiate between the outcomes under a base 
case scenario (social housing is provided at a rate 
that is consistent with current trends), and the 
project case (social housing is provided to meet 
all existing and future demand across Australia).

• Identify the marginal2 environmental, social and 
business costs and benefits that might arise in 
moving from the base case to the project cases.

• Quantify the costs and benefits, where possible, 
over a suitable project evaluation period and 
with due acknowledgment of on-going benefits 
and costs.

• Generate measures of net community impact 
using discounted cash flow techniques3.

• Test the sensitivity of these measures to changes 
in the underlying assumptions.

• Supplement this quantitative analysis with a 
description of costs and benefits that cannot be 
readily quantified and monetised.

It is important to note that all impacts of the 
proposed project versus the base case must be 
considered, whether or not they are ‘traded’ effects 
or ‘externalities’: 

• Traded costs and benefits are those which have 
a financial value in the market. 

• Externalities are unpriced costs and benefits 
sustained by third parties in any market transaction.

2Marginal’ costs and benefits are the additional costs and additional benefits that arise in the project case but not in the base case. Costs and benefits that occur 
in both cases are not considered because they do not reflect any difference between the two. 

 

3This means expressing future costs and benefits in present value terms using a discount rate that reflects the opportunity cost of resources used to implement the 
project case.
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The CBA must account for externalities even though 
they are not directly bought and sold in the market. 
The monetised value of external effects is imputed 
using a variety of techniques as advised in relevant 
government materials.

5.2 CBA framework

Drawing from the literature review, the following 
table summarises broadly the impact categories that 
will be examined in the CBA report.

F I G U R E  1 :  C O S T- B E N E F I T  A N A LY S I S  M E T H O D TA B L E  9 :  C B A  I M PA C T  C AT E G O R E S

Define geographic scope

Identify marginal costs & 
benefits

Remove transfer effects Distributional analysisSensitivity testing

Monetise costs & benefits Describe non-quantifiable

Prepare DCF analysis Performance measure
Conclusions re. economic 

merit

Project description

Define ‘without project’ 
scenario

Define ‘with project’ 
scenario

Impact categories Quantification and monetisation Actual or potential 
fiscal impact

1 Poor health outcomes Evidence of greater incidence of health 
problems with inadequate housing, other things 
equal. Monetised using estimates of additional 
outlays in the health care system.

Increased outlays for health care

2 Greater incidence of criminal 
and anti-social behaviours

Evidence of greater incidence of criminal and 
anti-social behaviour with inadequate housing, 
other things equal. Monetised using cost of 
crime and domestic violence data.

Increased outlays in the criminal 
justice system

3 Reduced human capital and 
employment outcomes

Evidence of poor employment outcomes 
with inadequate housing, other things equal. 
Monetised using capitalised lifetime earnings.

Increased outlays in income 
supplements

Foregone tax revenues

4 Lost productivity due to less 
efficient labour markets

Evidence of spatial differentiation of labour 
rental affordability, communter burden and 
lower wages. Monetised using increased 
tenancy turnover, resulting in additional training 
and recruitment costs for employers.

Increased outlays in income 
supplements

Foregone tax revenues

5 Reduced community 
diversity, inclusion, and 
equity

Quantification and monetisation may be 
difficult.

Not applicable.
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Justification of sources

• Health cost savings have been drawn from MSSI 
(2017), Net Balance (2010) and Net Balance (2018). 

• Reduced domestic violence has been drawn 
from Victorian Government (2018).

• Reduced costs of crime have been drawn from 
MSSI (2017) and Ravi & Reinhardt (2010).

• Enhanced labour market productivity has been 
drawn from SGS Economics and Planning (2021).

• Education benefits have been drawn from Ravi & 
Reinhardt (2010).

These sources have been deemed contextually relevant 
given their location, emphasis on certain populations, 
exploration of different tenure types and intervention 
impacts that match the scope of this study. Sources that 
were contextually aligned with this study were seen 
as more feasible, and more easily transferrable to the 
selected impacts and their monetisation. 
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