Getting the Biggest Bang
for the Government Buck

Jon Hall' and Mike: Berry/
RMIT/NATSEM research centre of
Australian Heusing and Urlban Research Instituite

Natieonall Heusing Conference, Adelaide,
26— 26 NeVvembEer 2003



¢ [Ihe study - Risk Management and
Efficient Housing Assistance

¢ Stage 1 > looked at the subsidy cost per
tenant per year to govi. of vamnous
alternative assistance policies > for
Syadney, Melbourne and Adelaide

¢ Slage 2 Is extending the anaIyS|s to the
OthErR'5 capital cities = today I'll be
repoerting en S cities > S, Vi, A, Brand
S22




The Policy Approaches or Options
> On-budget public housing (CSHA)
» Rent Assistance
» Supsidised heme lean scheme
> Shared eqguity/ (shandy)

> Consortiumi hend medel



Options, cont....

> An ‘all options” policy > 20% division of
assistance acress all'5 basic optiens

> A ‘current dual® pelicy option > 45% of
assistance devoted e conventieonal puid
newsing and 55%  RA > in 2000-01

> A PEST tWe PoelICIES” BplenR > S50%) 6
assistance delivered 9y the We: cheapest
OPUENRS TG EaCh Gl



Aim of the study:




Method...

¢ a simulation moedel that calculates for
each of the 8 options the expected
annual subsidy per assisted
heusehold cost over a 25 year
pPeEred, NeIdSs N eachl case: Lo pay/,
25%06, Off INCOME: oK thelr MeuSsIngk




Main Systematic RISKS

—Dwelling price inflation or decline
—Rental yields

—lncome grewth/less

—\/acangey. rates and defaults
—lniflatien

—|nterest rates

—Pwelllng cost escalation

—Natural disasters



Main Unsystematic RISKS

¢ Structural and financial risks
—e.g. contractual risk with other agencies

& ageney. risk — Rluman: errer Within the
erganisatiens ntermal fraud, pPeor
Industral Relations



Monte Carlo Simulation

& For each city taken separately, we ran 100 future
scenarioes for the next 25 years — based on the
probability values ofi the key risk variables

¢ [he prehable values el each varianle reflect their
past relative freguency, GVer past: 20 years

& [hIsigives an anpuall cost PEr tenanit fer each| of;
the & policy, epens for 100 pPessikle iUtUres! o

EaCh CIibY/



Ann. Percentage Change

SYDNEY: ANNUAL YEAR ON YEAR PERCENTAGE CHANGE:
SELECTED SYSTEMATIC RISKS

o o o o o o o o 0 o 0 o 0O 0 0 [
m m m m m m m m m 1] m m 1] m m 1]
P T A R AT AR AN A AN AN AN AR SN A
~ @ @ o @ @ o @ @ o @ @ W @ @ W
w oo = M W Lk m ®m o~ o ®m O = MW I

——House Prices x Rents A AWE —#—Unemp. Rate: All Persons

S56—=20]

S9B—=20]



SYDNEY: REAL SUBSIDY COSTS PER TENANT YEAR:
PERCENTAGE OF CASES FOR EACH OPTION WITH HIGHER REAL
COSTS THAN ALL OPTIONS 'MIXED' STRATEGY
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ADELAIDE: REAL SUBSIDY COSTS PER TENANT YEAR:
PERCENTAGE OF CASES FOR EACH OPTION WITH HIGHER REAL
COSTS THAN ALL OPTIONS 'MIXED' STRATEGY
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Cost Ranking ofi Options

(based on probability of outcemes)

Policy = Adelaide Melbourne Sydney Canberra Brisbane
Option




SYDNEY: MEAN REAL SUBSIDY COSTS PER TENANT YEAR: ALL
ITERATIONS (Savings Positive and Negative)
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ADELAIDE: MEAN REAL SUBSIDY COSTS PER TENANT YEAR: ALL
ITERATIONS ( Savings Positive and Negative)
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Probability of Subsidy Savings (per tenant year)
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average perecentage saving

Average Savings in Subsidy Costs (per tenant year)
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The Message...

¢ Talloring the mix of heusing
assistance policies to each
jurisdiction and region Increases the
efficiency, of outcomes

¢ .. It Wwoeuld sulbstantially/ Increase
the numieer of heusenoelds IR heusing
Stress Whe could e supperted at the
250 Gl IRCOEmEN DERCRIMARKS =2 2l e
exitiia Cost: 16 geVErnmeEnR.
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