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Abstract 

Australia faces a significant housing affordability crisis, 
marked by rising house prices and rents. This paper reviews 
the current state of housing affordability, evaluates existing 
policy responses, and explores potential solutions to the 
crisis. Using data from the National Housing Supply and 
Affordability Council, it highlights the imbalance between 
housing demand and supply, driven by factors like increased 
migration, economic instability, and low investment in 
social housing. The study includes comparative insights 
from other countries, such as Pakistan, to understand 
different policy approaches. It suggests targeted reforms to 
boost housing supply, improve affordability, and address 
underlying socio-economic issues. Drawing on case studies 
and expert opinions, the paper emphasizes the need for 
comprehensive policy interventions to mitigate the impact 
of the affordability crisis on Australian households' quality 
of life.   
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Abstract 

Australia faces a significant housing affordability crisis, 
marked by rising house prices and rents. This paper 
reviews the current state of housing affordability, 
evaluates existing policy responses, and explores potential 
solutions to the crisis. Using data from the National 
Housing Supply and Affordability Council, it highlights the 
imbalance between housing demand and supply, driven by 
factors like increased migration, economic instability, and 
low investment in social housing. The study includes 
comparative insights from other countries, such as 
Pakistan, to understand different policy approaches. It 
suggests targeted reforms to boost housing supply, 
improve affordability, and address underlying socio-
economic issues. Drawing on case studies and expert 
opinions, the paper emphasizes the need for 
comprehensive policy interventions to mitigate the impact 
of the affordability crisis on Australian households' quality 
of life.  

 

Keywords: Housing Affordability, Policy Solutions, Australia, Housing Supply 
 

Introduction 

Recently, Australia has undergone a severe problem 
regarding housing affordability, and it was a subject 
of extreme public and political dispute. Housing 
affordability is such an important issue because of 
the critical factor it involves. In that sense, it 
directly impacts the socioeconomic well-being of 
the people and the general economic trend in a 
country. This is also putting huge pressure on 
Australian households in the form of increasing 

dwelling prices, cost of purchase, and renting, 
which in turn increases financial stress and 
decreases the living standard of people (Hulse et 
al., 2019). Therefore, it is not just a short-term 
problem, it places huge pressure and requires 
urgent and long-term government policy action to 
ensure that housing is affordable and secure for all 
Australians. 

The Australian housing market has been 
dramatically changing over the last few years, with 
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house prices growing continuously and home 
affordability decreasing. In fact, population growth, 
urbanization, economic policies, and global market 
movements are among several causes that 
contribute to this issue. The vast escalation of 
overseas migration added to an internal population 
movement toward the cities, and increased the 
pressure on demand for housing in general and 
urban dwellings in particular, thus raising the cost 
(Burke et al., 2014). The population pressure has 
further worsened housing shortages, especially in 
cities where the demand for housing is high, but 
the supply is very low. 

One of the most basic problems facing the 
housing market in Australia is the balance between 
house supply and demand. Estimates by the 
National Housing Supply and Affordability Council 
found a big gap in the housing supply, which is 
expected to keep getting worse in the subsequent 
years of existence. The research published by the 
Housing Industry of Australia indicates a cut in the 
aspiration, that even though the Labor government 
has aimed at delivering 1.2 million new houses in 
five years' time, the gross actual figure is only 
943,000 (Australian Bureau of Statistics, 2023). The 
gap reminds the fact to emphasize the important 
imperative of strategic planning and investment for 
the purpose of strengthening the housing supply, 
and the gap that is left behind arising out of the 
fulfillment of further demand. 

In addition, the economic environment has 
been a significant consideration in defining the 
challenge of housing affordability. On the other 
hand, increased interest rates, inflation, and 
economic issues have significantly affected the 
mortgage and rental markets (Bell & Mulligan, 
2021). For instance, those who owe money on 
mortgages have faced a significant level of financial 
distress due to increased interest rates, which will 
mean higher monthly installments and reduced 
discretionary income (Wilkins & Lass, 2022). The 
rental market has, nevertheless, been marked by 
unprecedented price hikes - rent up 35% since 
2020, and 8% in 2023 alone, compounding the 
relative distance it has traveled compared to rentals 
(Hulse et al., 2019). 

Another significant component compounding 
the housing problem is the reduction in the supply 
of social housing. "Proportion of housing stock" 
social housing has fallen over the last three 

decades—from 5.6% in 1991 to 3.8% in 2021 —the 
Australian Institute of Health and Welfare, 2022 
concluded. Therefore, a vast host of low-income 
families does not have access to affordable housing 
any longer since social housing went down, giving 
public housing longer lists and thus higher 
homeless numbers. The latest available estimate 
says there are 122,000 homeless Australians and 
169,000 families on the list of applicants for public 
housing (Byrne & McFarlane, 2020). 

Australia's policy climate in the areas of 
housing affordability is rich and multi-sourced. 
Indeed, existing policy, whether in the form of tax 
incentives provided by practices like negative 
gearing and permitting capital gains tax 
deductions, often serves to increase housing 
inequality and can be argued to benefit wealthy 
property investors at the expense of soon-to-be 
homeowners. These policies have been prominent 
in some political debates around revisions from the 
Greens, crossbench senators, and other political 
parties arguing that tax incentive policies be 
changed to reallocate these resources towards 
social and affordable housing (Steele & Keys 2022). 
In addition, an immediate post-pandemic spike in 
migration has made the housing gap further acute. 
The government's task force of experts has 
portrayed the need for liaison between net 
migration intake and construction completions so 
that the effects of population growth would have to 
be offset at least with regard to the future demand 

This nexus is critical to ensure the supply of 
housing cavalcades to the persistent upswing in 
population growth and that all Australians, even 
migrants, have access to affordable housing. With 
this, Susan Lloyd-Hurwitz states that Australia 
currently faces a housing predicament that can be 
labeled as nothing less of a "deep-seated crisis," 
where enough housing cannot be brought to 
market at all in terms of property and across the 
entire state - whether this concerns market 
property or social housing. Such issues, long in the 
making, associated with poor housing supply, have 
been drawn out starker by the changing 
circumstances in the world of economics, such as 
rising construction costs, skill shortages, and 
decreasing consumer confidence, recently 
associated with economic downturns (Coughlan & 
Johnson, 2021). 

These worrying elements bear togetherly, thus 
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enabling home affordability to fall collectively with 
the increasingly difficult situation for Australians to 
access property. Because the crisis of housing 
unaffordability is severe, as well as complex, there 
is a need to consider amending and formulating 
innovative alternative solutions far beyond 
contemporary legislative alternatives. This research 
attempts to put forward total research into the 
current policy measures to make realistic 
suggestions for increasing housing affordability in 
Australia (Dean & Evans, 2019). 

The study will look at the strategies pursued 
regarding tax policy, housing supply, and social 
housing support in addition to more general 
measures to enhance affordability. This will also 
elaborate on the application of foreign case studies 
to arrive at plausible ideas that can be adopted 
within the Australian context. The housing 
affordability challenge will, therefore, require a 
diversified strategy of both long- and short-term 
actions. The short-term options are those that 
immediately provide increased finance to social 
and affordable housing or changes to the tax 
regulations that might be able to give instant relief 
to those who are suffering as a consequence of their 
housing costs. Long-term, structural solutions that 
increase provision, reduce regulatory constraints, 
and drive better economic performance are what is 
needed to underpin a sustainable, affordable 
housing market (Pawson et al., 2020). 
 

Background and Context 

Indeed, it can be said that the Australian housing 
market has changed a lot over the past decades, 
and this has formed the basis of the current crisis in 
this sector with regard to house affordability. The 
causes of this tragedy can be found to go as far back 
as various interrelated factors, among which are the 
changes in population growth, economic policies, 
and the dynamics of the global market. It helps to 
examine such factors if suitable policy actions are 
to be worked out to alleviate the continuing issues 
haunting this business of housing (Kemp, 2015). 

Throughout history, periods of high property 
value increases have been typical of the Australian 
housing market, specifically in metropolitan cities 
like Sydney and Melbourne. This has been the 
result of a combination of variables coupled with 
drivers such as huge population increase, vast 
urbanization, and major foreign investment. 

Certainly, with high immigration rates, population 
growth has been a major driving force, and 
Australia has had one of the highest rates of 
population increase of any OECD country. This 
huge load of people inflamed pressure on housing 
needs, with much of it directed at urban centers 
where the jobs and services are. 

Urbanization too has played an active role in 
shaping the housing market. When larger numbers 
of people are moving to urban cities with an aim for 
better job opportunities and a higher standard of 
living, this adds to the demand for residences in 
city areas. The result is an increase in competition 
for housing with escalating prices and declining 
affordability. This has been further compounded by 
the fact that the concentration of economic activity 
in the major cities has made it very difficult for 
rural and regional areas to raise similar levels of 
investment and development (Gurran & Phibbs, 
2015). 

Economic policies have drastically influenced 
the dynamics of the real estate market in Australia. 
Among the most troublesome policy issues cited is 
the taxation structure, thus cutting their tax 
payments and stimulating investment in the 
housing market. A policy that improves supply, 
according to the similarly opposing column, 
disproportionately redistributes to rich people and 
begets higher prices for property (Daley et al., 
2018). In the same vein, the reductions in capital 
gains tax offer income tax discounts related to the 
sale of any kind of property, resulting in a higher 
incentive to invest in real estate rather than in 
other means of investments. 

Other major factors such as global market 
forces have also been determining the business in 
housing in the case of Australia. It stands as one of 
the countries that are attracting millions of foreign 
direct investment in its real estate, with the 
greatest punters being the Chinese. Such inflows of 
money from abroad have worked their double-
edged swords: while increasing the amount of 
investment flowing into the housing industry, they 
have also been instrumental in price inflation for 
goods concerned, hence less affordability for the 
country's domestic clientele (Rogers et al., 2015). In 
addition, global economic forces, coupled with low 
interest rates and central banks around the world 
engaging in quantitative easing policies, have 
combined to push domestic mortgage rates higher 
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and reduce borrowing power, thereby undercutting 
housing affordability. 

The supply side of the housing market has 
remained perpetually unable to keep up with the 
rising demand. Despite the measures to augment 
the housing supply, new housing construction has 
time and again failed to keep up. According to the 
National Housing Supply and Affordability Council, 
the construction of new houses has been 
significantly below the number of demanded 
applications, where in 2023 about 172,000 houses 
were built, which represents the smallest annual 
amount in the past decade (National Housing 
Supply and Affordability Council, 2023). This 
undersupply has become one of the key 
components elevating housing prices and rental 
rates. 

One of the key causes for the shortage is the 
extent and nature of the legislative and planning 
framework that controls the development of 
homes. Getting licenses to build new houses 
presumably consists of many bureaucratic and 
elongated procedures involving multiple tiers of 
government, along with quite exhaustive 
specifications. Legal challenges like this may delay 
projects and raise their cost, which makes it 
impossible for developers to quickly respond to 
market demand (Gurran & Phibbs, 2015). More 
than that, local objections to new buildings, 
sometimes called NIMBYism, can make it even 
more difficult for new homes to be approved and 
built. 

The last consideration has been the economic 
environment, in large part a concern when 
considering the challenge to housing affordability. 
In recent years, rising interest rates and concerns 
over the outlook for economic growth have 
reduced mortgage affordability and boosted 
upward pressure on rentals. For example, raising 
interest rates adds to the cost of borrowing, hence 
making it very difficult for enormous numbers of 
people to settle into affordable mortgages. For 
instance, research into the issue is represented by 
Wilkins, and Lass, (2022). The economic impact of 
the coronavirus epidemic has also hurt consumer 
confidence and family incomes, adding another 
level of complexity to the housing affordability 
problem. 

Social housing, which used to provide 
inexpensive house alternatives for those under low-

income families, has been on a dramatic loss over 
the years. Social housing has reduced from 5.6% of 
the total housing stock in 1991, in Australia, to a 
mere 3.8 % in the year 2021, as per ADHW (2022). 
This decline has left many low-income families 
without acceptable housing options, swelling 
waiting lists for public housing and spurring 
increases in homelessness. Continuing policy 
underinvestment is one prime cause in itself; in 
social housing sectors, such substantial state 
participation is necessary. 

This portrays the gravity of the housing 
affordability problem in the country and the 
challenges ahead. The most recent study prepared 
by the National Housing Supply and Affordability 
Council forecasts that net new market housing 
supply from this projected period of six years will 
be equivalent to 1.04 million dwellings, while 
demand will equal 1.08 million extra households 
over the projected period. This assessment would 
suggest an ongoing lack of housing supply relative 
to demand further exasperates the affordability 
situation and only underscores the imperious need 
for a comprehensive legislative response (Phang, 
2018). 

The affordability of houses in Australia is a 
complex and diversified problem based on a 
combination of demographic, economic, and 
regulatory hardships. The response to such a 
situation is definitely coupled with a 
comprehensive approach embedded in the short 
and long-term strategies to broaden supply, change 
economic policies, and those purporting to invest 
in social programs. Understanding the cause and 
context of the problem can allow for targeted 
measures oriented toward better housing 
affordability, therefore making certain that all 
Australians have adequate, safe, and affordable 
housing. 
 

Current State of Housing Affordability 

The housing affordability crisis has now reached 
record heights in Australia, reflected through 
several indices indicating the huge mismatch 
between house prices and family incomes. This 
section deals with the contemporary condition of 
house affordability by using relevant data, 
statistical trends, and the socio-economic effects on 
Australian families. 

According to the National Housing Supply and 
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Affordability Council, recent statistics underline a 
deep shortage of houses in supply compared to 
demand. In spite of Labor's boastful objective to 
deliver 1.2 million new homes within a five-year 
time frame, it is estimated that only 943,000 
dwellings will probably be completed within that 
time (National Housing Supply and Affordability 
Council, 2023). This imbalance is likely to further 
tighten a stretched housing market, as supplies 
continue to fall behind rising demand from 
growing populations and urbanization. 

Over the past couple of years, the proportion of 
disposable income that needs to be paid out in 
mortgage repayments has increased due to rising 
interest rates, hence making it increasingly 
troublesome for many Australians. The Reserve 
Bank of Australia's sequence of interest rate hikes 
bumped up the cost of borrowers, therefore hitting 
mortgage holders directly. According to one study, 
home repayment now consumes a bigger 
proportion of household income and leaves less 
discretionary cash for other requirements (Wilkins 
& Lass, 2022). This has increased the financial load, 
thereby increasing the possibility of mortgage 
stress and defaults among first-time homebuyers 
and low-earning families. 

The rental market has also been in significant 
turmoil, with the prices of rent increasing at an 
alarming rate. Since 2020, rents have increased by 
35%, and this year, the surge in the rental market 
reached 8% alone. Indeed, with such a surge in 
rental pricing, it's hard for renters to find affordable 
accommodations; the vacancy rates plunge down to 
near-record lows. The current vacancy rate is only 
1.6%, which reflects a very competitive rental 
market where demand far outweighs supply. 

There is a shocking shortage of public housing 
that creates a very foremost safety net for low-
income households. Over the past decades, the 
share of social housing has continued to decline, 
sliding down 5.6 percent as a proportion of all 
dwellings in 1991 to 3.8 percent in 2021. During this 
time span, there have been increasing waiting lists 
for public housing, and to date, there are around 
169,000 people waiting for accommodation. 
Furthermore, there are 122,000 homeless, 
indicating a situation bordering on crisis and 
underscoring the need for more social housing 
investment and associated services. 

Another factor that has made this very difficult 

is the current economic crisis. Construction costs 
have been going up because of a shortage of 
materials and a lack of labor, thus making it more 
expensive to build new homes. Bankruptcy in some 
construction companies has delayed several 
housing developments, reducing the supply as a 
result (Lloyd-Hurwitz, 2023). Further to that, the 
uncertainty of the economy and a general loss in 
consumer confidence have limited investment into 
new house projects, further depressing the market. 

Demographic changes, particularly the 
persistence of high migration rates post-pandemic, 
have exacerbated this gap. In fact, since migration 
rates have reverted to pre-pandemic levels, the 
need for housing has consequently risen, especially 
in metropolitan districts where services and 
chances of employment are more concentrated, as 
Hugo explains. Such demographic pressure has 
increasingly made integration of the housing 
supply with the demand from a growing population 
difficult, thus exacerbating these affordability 
challenges. 

This has also had a marked effect on the 
prospect of house affordability due to the tax 
regime. Negative gearing and capital gains tax 
benefits have been considered among the 
significant causes behind housing disparity. These 
tax policies led to an incentive toward property 
investment, where affluent individuals benefited 
massively at the expense of making it unaffordable 
to first-time homebuyers or low-income families 
(Daley et al., 2018). There has been a prominent 
political discourse in reforming these tax 
regulations by shifting these funds toward Social 
and Low-cost Housing. 

According to the National Housing Supply and 
Affordability Council, there has been a drastic fall 
of 70. fm access to affordable housing for both 
renters and mortgage holders. The forecast is that 
in the next six years, the net new market housing 
supply is only 1.04 million houses compared to a 
net new household demand of 1.08 million homes 
(National Housing Supply and Affordability 
Council, 2023). This persistent gap infers that 
concerted efforts from the government are called 
for, directed toward the rise in housing supply and 
improvement in affordability. 

In summary, the state of housing affordability 
in Australia is undersupplied on massive levels, 
with rising house prices and consecutive financial 
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stress increasingly burdening families. The 
enhanced competitiveness in the rental market, 
loss of social housing, and economic conditions 
forge a building crisis. Such stringent policy 
interventions at opening more supplies within the 
housing sector, changing tax structures, and 
investing in social housing will ensure that every 
Australian has access to secure, affordable housing. 
 

Methodology 

The methodology for this research involved a 
comprehensive analysis of current legal and policy 
frameworks impacting housing affordability in 
Australia. The study utilized a mixed-methods 
approach, combining qualitative and quantitative 
data sources. Primary data were gathered through 
the examination of government reports, legislative 
documents, and policy papers, including the 
National Housing Supply and Affordability 
Council's recent reports. 
 

Policy Analysis 

In that respect, the housing affordability problem 
calls for very serious consideration regarding the 
existing laws and the formulation of relevant 
remedies that can be effected within the present 
legal framework. Some major policies are tested 
here against their impact on housing affordability; 
specifically, negative gearing and capital gains tax 
incentives, social housing investment, and urban 
planning restrictions, with recommendations for 
future adjustments. 
 

Negative Gearing and Capital Gains Tax 
Concessions 

It includes negative gearing, which reduces the 
personal taxation burden of individuals through 
deductions of related costs with their investment 
properties against their taxable income, thereby 
giving huge tax savings. Originally meant to attract 
more investment into housing, this mainly 
benefited high-income-earning households and 
fueled property prices. Capital gains tax reductions 
give tax discounts to profits from selling property, 
further promoting property investment. The need 
to reform these taxation policies must necessarily 
help to stop or, at least, reduce incentives for 
speculative investment and instead focus on 
increasing the supply of housing stock as well as 
improving affordability. Some of the alternatives 

that were proffered include those that sought 
sourcing of resources from reducing negative 
gearing benefits and capital gains tax discounts, 
among others, in efforts to tilt the housing market 
toward increased first-time buyer and low-income 
earner participation (Daley et al., 2018). 
 

Social Housing Investment 

The previous three decades of decline in social 
housing stock have left many disadvantaged 
Australians without access to affordable dwellings. 
There is a pressing need for increased investment 
in social housing to right this gap. The government 
can explore public-private funding of new social 
housing complexes and renovation of existing 
stock. The United Kingdom shows that affordable 
housing programs and such policies can get up and 
running (Gurran & Phibbs, 2015). 
 

Urban Planning and Development 
Regulations 

In most cases, the current regulatory framework 
that governs house construction in Australia is 
always accompanied by lengthy procedures for 
approval and very rigid planning regulations that 
cause procrastination and raise expenses. The 
possible streamlining of these processes, with the 
inclusion of more flexible zoning rules, may 
expedite the construction of more homes. For 
example, streamlining the licensing process for 
high-density housing and mixed-use complexes can 
spur more efficient land use and increase housing 
stock in urban areas. Moreover, promoting 
sustainable and low-cost house designs might also 
do much to reduce environmental problems and 
improve affordability (Gurran & Phibbs, 2015). 
 

Economic and Financial Measures 

The largest factor affecting home affordability is 
the economic climate, particularly interest rates 
and building prices. The policymakers would have 
to consider steps that stabilize the housing market 
and thereby make it more accessible. For example, 
first-time home subsidies or low-interest loans can 
provide assistance in entering the home market. In 
addition, certain facets, like managing construction 
cost inflation entailing incentives for local 
production of building materials and new 
investment in construction technologies, lower 
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prices and thus help to improve the supply 
(Wilkins & Lass, 2022). 
 

Migration and Population Policies 

The resumption of high migration rates has 
boosted the demand for accommodation, with 
concern about its shortage, mostly in the urban 
areas. As such, balancing migrant inflows with 
housing supply remains important to minimize 
extra pressure on the housing market. It looks 
forward to exploring the possibility of merging 
housing policy and migration planning to keep 
infrastructure and housing developments at par 
with population growth. Creating a link between 
net migration intake and housing completions, as 
advocated by the Coalition, may aid in integrating 
population strategies with housing targets (Hugo, 
2011). 
 

Conclusion 

Australia’s housing affordability crisis represents a 
multifaceted challenge requiring a combination of 
strategic policy interventions and systemic reforms. 
The current state of affordability in housing is one 
of rising property prices and rents, coupled with a 
gross shortage in supply, which has been 
exacerbated by various influences such as high 
migration rates and interest rate changes, among 
others, coupled with a lack of investment in social 
housing. The analysis shows that some of these 
policies, such as negative gearing and capital gains 
tax concessions, have been driving the crisis by 
puffing up property prices at ever-higher levels, 
while others, like social housing investments or 
planning regulations, promise to begin easing 
matters of affordability. 

It draws on comparative case studies from 
Singapore, Germany, and Pakistan in order to 
identify successful housing policies and practices 
whose constituent elements can be transferred to 
the Australian context. Government-led housing 
development in Singapore, tenant protections as 
practiced in Germany, and public-private 
partnerships employed by Pakistan are some of the 
pragmatic solutions that Australia could integrate 
into its system for dealing with the affordability 
crisis in the country. Policy solutions to these issues 
would encompass reforms in taxation, increasing 
investment in social housing, the smoothening of 
planning procedures, and targeting some financial 

measures for a more balanced and accessible 
housing market. 

By adopting and putting into effect a 
comprehensive strategy utilizing international best 
practices and suitably modifying it to apply to local 
conditions, Australia is one step closer to sorting 
out crippling housing affordability issues and 
ensuring that all Australians have secure and 
affordable housing. 
 

Recommendations 

Reform Tax Policies: 

 Cap Negative Gearing Benefits: Introduce 
limits on negative gearing claims to reduce 
speculative investment in existing properties. 

 Reduce Capital Gains Tax Discounts: Lower 
the capital gains tax discount to discourage 
short-term property investment and 
encourage long-term housing solutions. 

 

Increase Social Housing Investment 

 Enhance Public-Private Partnerships: Develop 
collaborations between the government and 
private sector to fund and build new social 
housing projects. 

 Implement Inclusionary Zoning: Mandate a 
percentage of new developments to include 
affordable housing units to integrate 
affordable housing into new projects. 

 

Implement Economic and Financial 
Measures 

 Provide Subsidies for First-Time Homebuyers: 
Offer targeted subsidies or low-interest loans 
to assist first-time buyers in entering the 
housing market. 

 Support Local Construction Industries: 
Incentivize local production of building 
materials and invest in construction 
technology to lower costs. 

 Stabilize Interest Rates: Work with financial 
institutions to maintain manageable 
mortgage interest rates. 

 

Balance Migration and Housing Supply 

 Link Migration Intake to Housing 
Completions: Develop policies that connect 
migration levels with housing supply to 
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ensure infrastructure and housing growth 
align with population increases. 

 Encourage Regional Development: Provide 
incentives for migrants to settle in regional 
areas to ease pressure on urban housing 
markets. 

 

 

 

 

Enhance Data Collection and Monitoring 

 Create a National Housing Database: 
Establish a comprehensive database to track 
housing supply, demand, and affordability 
metrics. 

 Conduct Regular Affordability Assessments: 
Perform periodic assessments to monitor 
housing affordability trends and adjust 
policies as needed. 
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