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The Australian Living Standards Study (ALSS) is a major study of national 
and international significance. It is the largest study ever conducted by the 
Institute and its findings will be a significant source of information for so
cial planning for Australian families for the remainder of the decade. The 
study was commissioned by the Commonwealth Government through the 
Social Policy Division of the Department of Prime Minister and Cabinet. 
Supplementary funding was provided by the Department of Primary In
dustries and Energy to enhance the scope of the study in non-metropolitan 
areas. In addition, the Northern Australia Development Unit of the De
partment of Social Security conducted the study in co-operation with the 
Institute in two small communities in North Queensland, namely Rich
mond and Doomadgee. 

The study examines the living standards of families with children (aged 
less than 20 years) in twelve varying localities around Australia. In all, 
over 5,000 families participated. The household interviews involved elev
en separate questionnaire modules. Information was obtained from each 
parent about themselves and their children, and from children aged from 
the beginning of secondary school to 19 years. 

The study took a 'whole of life' approach to the measurement of living 
standards and includes questions on employment, economic resources, 
housing, health, transport, education and training, children's services, so
cial and political participation, family relationships, and personal well 
being. It is unique on an international scale in its focus on the measure
ment of the living standards of children, and of both economic and 
non-economic measures of well being. 

In addition to collecting data from households the study collected detailed 
information on the contribution to living standards of a range of publicly 
and privately provided services. These data were collected from service 
providers and are reported in the service provider reports. 

The aims of the study were to: 

1. 

2. 

3. 

4. 

Provide a review of local and international literature and practice 
on the measurement of living standards, identify and investig~te 
non-cash measures of living standards. 
Provide information on spheres of life that have been identified as 
affecting living standards, especially health, employment, housing, 
economic resources, transport and education and training and 
information. 
Examine the importance of outcomes within each sphere of life and 
the interactions between the spheres. 
Obtain information on the availability and range of physical and 
social infrastructure and services within each area and how these 
contribute to the living standards of families. 
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Localities 

The study has been conducted in 12 localities which reflect varying socio
geographic settings in Australia. The localities are local government areas 
or combinations of adjoining local government areas. The 12 selected ar
eas, consisting of 15 local government areas were: 

• 
• 

• 

• 

Inner urban: City of Melbourne (as at 1991-2) and South Sydney. 
Middle urban: Box Hill in Melbourne (as at 1991-2) and Ryde in 
Sydney. 
Outer urban: Berwick and Werribee in Melbourne and Campbell
town and Penrith in Sydney and Elizabeth/Munno /Para in South 
Australia. 
Rural and remote: Roma/Bungil in Queensland; Berri, Lox
ton/Renmark in South Australia and Tennant Creek in the North
ern Territory. 

Reports 

This report is one of nine core reports produced from the study. The core 
reports are: 

Brownlee, H. (1994) Employment Report: Spatial Aspects of Em
ployment in Australian Cities 

Burbidge, A. and I.Winter, (1994) Urban Housing Report 

Kilmartin, C. (1994) Tennant Creek: Views from the families and 
service providers 

Kilmartin, C. with V.Kolar, (1994), Rural Service Providers Report: 
Provider Perspectives on Service Provision. 

Kilmartin, C. with V.Kolar, (1994), Provider Perspectives on Service 
Provision. 

Millward, C. with G.Matches, (1994), Childrenps Services Report: 
Work related childcare for urban families with preschool 
aged children. 

Multiple authors, (1994) Aspects of Living Standards: A study of 
families in two rural areas 

The Transport Research Centre (1994), Aspects of Travel and Ac
tivity Behaviour in Australian Cities (four volumes) 

Weston, R. with V.Lazzarini, (1994) Access to Basic Medical Care in 
Nine Urban Areas 

An extended Executive Summary that provides an overview of the ALSS 
and the key findings contained in each of the reports is also available. 
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Staff 

The ALSS research involved many people. The overall study was con
ceived and co-ordinated by Peter McDonald. The following people were 
primarily responsible for the collection and analysis of the household data: 
Helen Brownlee, Ruth Weston, Andrew Burbidge, Viviana Lazzarini, 
Christine Millward , Evelyn Greenblat, Ian Winter and Gregg Snider. The 
Transport Research Centre at the University of Melbourne analysed the 
data on urban transport. Helen Hayes was involved in the early stages of 
the study and Barry Smith was involved in the Northern Queensland com
ponents of the study. 

The service provider data were collected and analysed by Christine 
Kilmartin, Geoff Matches, Judith Foster, Violet Kolar, Brett Lockwood, 
Tammy Wolffs and Jackie Haddock. 

Many people were involved in other capacities. These include Eva Mills, 
Simon Gibbons, Philip Crohn, Kym Hallinan, Soula Kyprianou, Sandra 
Marsden, Janet Moull, Peter Prskalo, Sam Mackie, Barrie Craig, Rosemary 
Gower, Joan Eggers, Doris Curtis, Julie Bishop, Karen Scutts, Anthony 
sherlock, Marie Smith, Bill Teunissen, Marina di Blasio, Jackie Lovejoy, 
Geri O'Connor, Andrew Prolisko, Allyson Trainor, Gaye Weingarten and 
Pratima Francis. 
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The relationship between housing and living standards is addressed in 
two ways. First, housing was examined as a consumption good by 
exploring the quality of housing and the extent to which it met the needs 
and preferences of families. Second, housing was examined as an 
investment good by investigating how the costs and benefits of home 
ownership affected living standards financially? 

Housing quality 

Housing quality was assessed in terms of structural condition (e.g. 
plumbing, stumps etc) and non-structural quality such as basic amenities 
and its state of repair. 

Major structural problems with housing were most pronounced in areas 
with older housing stock where up to 18 per cent had major problems. 
Most families with such problems considered them to be serious and 
were unable to have them fixed.Less than 10 per cent of families 
experienced major problems with the non-structural aspects of their 
housing and less than 5 per cent lacked the basic amenities of electricity, 
town water, hot water and their own kitchen. 

Problems with housing quality were concentrated among public housing 
tenants and disadvantaged groups and it was evident that poor housing 
quality negatively affected the health, stress, financial well being and 
safety of these families. 

Housing preferences 

A distinction was made between the features families sought in their 
housing (e.g. size of land, house etc) and its location. Housing features 
and location were examined in terms of preferences, what families 
actually achieved and their satisfaction levels. 

Home purchasers in outer and middle suburbs gave highest priority to 
having a large block of land, a new house or a house needing few repairs. 
The strong preference for a large block appears to provide a substantial 
barrier to medium density and multi-unit dwellings becoming a popular 
form of housing in these areas. Those in inner and middle suburbs gave 
weight to the investment potential of their houses when making housing 
decisions .. 

The most commonly stated locational preference was for houses to be 
close to schools. In the outer suburbs having a safe place for children to 
play outside and a quiet neighbourhood were strong preferences while 

Urban Housing Report 
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closeness to public transport and work was especially important for 
those in the inner suburbs. 

Most people in most areas were able to attain the housing features they 
sought and were able to find a house that met their locational preferences 
although this had often involved some adjustment of initial preferences. 
Levels of satisfaction with housing features and location were generally 
high but people were generally more satisfied with the location of their 
house than its features. 

Quality of occupancy 

While some families lived in overcrowded houses (between 6 per cent 
and a high of 16 per cent in Melbourne) more lived in 'underutilised' 
homes (2 or more spare bedrooms) while the majority of families lived in 
houses where the family size and house size matched. 

Not surprisingly, overcrowding was far more common among more 
disadvantaged groups including those on low incomes, sole parents, 
recent NESB migrants and among the long term unemployed while under 
utilisation was concentrated among the better off families. 

Among the poor who lived in overcrowded houses up to 59 per cent were 
paying more than 30 per cent of their income on their housing. These 
families have little opportunity to purchase more housing space and thus 
relieve their overcrowding and warrant more careful consideration by 
policy makers. 

Taking all the measures of housing disadvantage into account sole 
parents, many of whom were public housing tenants and most of whom 
are women, were the single largest vulnerable group in terms of housing 
disadvantage. Fourteen per cent lacked a basic amenity; 18 per cent 
had houses with major structural problems; 12 per cent were 
overcrowded; 45 per cent experienced a basic financial difficulty relating 
to housing and 73 per cent of owner occupier single parents were 
financially worse off because of owning a house. 

Housing costs and benefits 

The financial aspects of home ownership had very different costs and 
benefits depending on the location in which families purchased houses. 
When all the costs and benefits of owning a home are taken into account 
many home owners were worse off financially as a result of owning their 
own home. 

However, in terms of simple capital gains alone and in terms of the use 
value of the asset most home owners appear to have gained from home 
ownership. However, the size of capital gains was uneven favouring 
inner rather than outer areas. Families buying in areas of low capital gain 
fell increasingly behind owners in other areas in terms of their economic 
resources and their options to relocate. 
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Assuming that capital gains continue to be lower in outer suburbs, the 
longer families stay in the outer suburbs the more financially difficult it 
will be to relocate closer in to the centre and the more they will fall 
behind in their rates of asset accumulation. 

Looking at the fuller picture of the costs and benefits of home ownership, 
s many owner occupiers had housing costs greater than their housing 
benefits. In the four Melbourne study areas 36.5 per cent of owner 
occupiers were at least $1,000 worse off each year because of owning 
their house. That is, the capital gains and the rental value of their home 
were less than the cost of interest, rates, repairs and interest foregone on 
capital invested in the house. These owners, most of them living in the 
outer suburbs, would have been better off financially had they invested 
their money and rented a house of a similar standard. 

The substantial proportions of owner occupiers with negative housing 
benefits suggests that home buyers can lose financially, particularly if 
they are forced to sell in depressed markets (perhaps because of job 
relocation, unemployment or family break up) 

The lower average gains accruing to families in outer suburbs challenges 
the notion that home ownership provides similar or random benefits to 
all owner occupiers. Those who choose to buy in fringe suburbs may be 
paying a high economic price in terms of family asset accumulation. 

In summary, the quality and quantity of housing reflects and reinforces 
differences in living standards that emerge from the labour market. The 
more income a family earns the more able it is to purchase desirable 
housing goods. However, the financial gains from home ownership 
appear to be much less dependent on income than on the area in which 
housing is purchased. Rather than reflecting and reinforcing income_ 
inequalities from the labour market investing in housing appears to 
reward home owners in inner areas regardless of their income position. 
Home owners in outer areas receive smaller capital gains and 
consequently more experience negative total housing benefits regardless 
of their income level. 

If the financial aspects of home ownership reward inner urban home 
owners more than outer urban home owners, the physical quality of 
housing redresses this somewhat. Major structural housing problems are 
more common among inner urban houses compared to the newer houses 
in the outer suburbs. The effect of these housing choices on the living 
standards of families will depend on the relative importance families 
place on the different dimensions of housing quality. 

Urban Housing Report 
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Chapter One: 
Introduction 

Aims of the Australian Living Standards Study 

The Australian Institute of Family Studies was commissioned by the 
Commonwealth Government through the Social Policy Division of 
the Department of Prime Minister and Cabinet to conduct a three 
year study of the living standards of Australian families. 
Supplementary funding was provided by the Department of Primary 
Industries and Energy to enhance the scope of the study in non
metropolitan areas. 

The aims of the study are to: 

• provide a review of local and international literature and 
practice on the measurement of living standards, identify and 
investigate non income measures of living standards; 

• provide information on spheres of life that have been 
identified as affecting living standards, especially health, 
employment, hOUSing, economic resources, transport, and 
education, training and information; 

• 

• 

examine the importance of outcomes within each sphere of 
life and the interactions between spheres; 

obtain information on the availability and range of physical 
and social infrastructure and services in each area and how 
these contribute to the living standards of families; 

• investigate comparative local cost structures, especially 
housing, transport, food, clothing and fuel. 

The study addresses the living standards of families with children 
aged less than 20 years, irrespective of whether the child aged under 
20 years is living at home or not. 

The study is being conducted in 12 localities which reflect varying 
sodo-geographic settings in Australia. The localities are local 
government areas or combinations of adjoining local government 
areas. The 12 selected areas, consisting of 15 local government areas 
are: 

Urban Housing Report 
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outer suburban areas: Berwick and Werribee in Melbourne 
Campbelltown and Penrith in Sydney 
Elizabeth/Munno Para in Adelaide 

middle suburban areas: Box Hill in Melbourne 
Ryde in Sydney 

inner suburban areas: The city of Melbourne in Melbourne 
South Sydney in Sydney 

non-metropolitan areas: Tennant Creek in the Northern 
Territory 
Roma/Bungil in Queensland 
Berri/Loxton/Renmark in South 
Australia 

The study is implemented through: 

• 

• 

• 

interviews with members of 500 randomly-selected families 
in each of the 12 selected localities. Basic information is 
obtained about each member of the household in which the 
family lives and about the household in general. Personal 
interviews are conducted with each parent and with each 
child of secondary school age and above. Detailed 
information about all children is obtained from parents; 

in the same 12 localities, collection of information about the 
existing provision of services and assessments by planners, 
service providers and user groups of the adequacy of the 
existing services; 

compilation of a statistical database covering all local 
government areas using existing sources such as the 
Population Census and administrative data held by 
government departments and other agencies. 

In addition, the Northern Australia Development Unit of the 
Department of Social Security conducted the study in cooperation 
with the Institute in two small communities in North Queensland, 

• 

• 

• 

• 

• 

• 

• 

namely Richmond and Doomadgee. • 

• 
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Housing and living standards 

Housing is a fundamental aspect of family life, providing shelter, a 
focal point for family activities and a base from which to engage in 
social life. It is for these reasons that adequate, appropriate, 
affordable and secure housing is an essential aspect of the living 
standards of Australian families. The housing conditions of the 
poorest groups in our community, and the extent of housing 
inequality, are indicators of the broader values of our society and are 
a focus of this report. 

This is one of six reports from the Australian Living Standards 
Study (ALSS) covering various aspects of living standards in nine 
urban localities in the cities of Sydney, Melbourne and Adelaide. 
''Housing and Living Standards" provides detailed descriptions of 
the housing conditions of Australian families based on the data 
collected in the ALSS study in 1991 and 1992. 

This report examines a wide range of aspects of housing of urban 
families, including physical quality, financial costs and benefits, 
quality of occupancy and housing and locational preferences. We 
describe the spatial and social variation in these housing conditions 
and the comments of families on the impact of housing problems on 
family life and wellbeing. The report identifies some of the main 
policy issues that arise from the survey, and pOints to the need for 
further research to explain the observed socio-spatial patterns of 
housing characteristics and levels of satisfaction. 

This chapter aims to provide a context for the rest of the report by 
outlining some of the key housing policy issues in the literature, 
providing an indication of how the ALSS metropolitan areas fit into 
the broader context of the cities in which they are located and a brief 
profile of family housing in each area. 

As a guide to the structure of the rest of the report, the following 
chapters focus upon the physical quality of housing, financial aspects, 
and the quality of occupancy. The major findings of the analysis are 
summarised in Chapter Five. 

Major policy themes of recent literature 

Housing policy in Australia has recently attracted considerable 
attention as part of the Federal Government's re-kindled 
enthusiasm for urban policy. As a consequence a number of 
important reports have been published that are directly or indirectly 
concerned with the relationship between housing conditions and the 
living standards of Australian families Principal among these are 

Urban Housing Report 



Report to the Department of Human Services and Health 4 

numerous reports prepared by or for the National Housing Strategy 
(NHS), the Australian Institute of Health and Welfare's report on 
Australia's Welfare (1993) , the Industry Commission report on 
Public Housing (1993) , and reports for the Better Cities program 
(1992) and Social Justice Program on Locational Disadvantage (1993). 
Synthesising the findings of this material provides an important 
research and policy context for the analysis of the following chapters. 

The NHS reports cover a broad range of policy options relating to 
three key objectives: 

expanding the range of affordable and appropriate housing, 
particularly for those on low incomes; 
improving the efficiency of the housing and land 
development industries, and; 
improving planning and the provision of infrastructure. 

It is the first of these objectives that is perhaps most relevant to the 
nature of the ALSS data. As a means of meeting this objective the 
NHS recommends: 

improving access to home ownership; 
increasing the supply of public and community housing; 
making rented accommodation more affordable and secure; 
providing housing assistance for people with distinctive 
needs, and; 
promoting informed consumer housing choices through 
better information, provided by a National Housing 
Information Service. 

The economic costs and benefits of different housing tenures in 
different areas are examined in Chapter Three and used to make an 
assessment of the affordability benchmarks proposed by the NHS. 
The findings have implications for further extending home 
ownership to lower income groups on the fringes of capital cities. 

Another important issue is the match between the needs of families 
and the size and types of their housing. In Chapter Four we examine 
the incidence of over-crowding, under-utilisation and sharing in 
different localities, tenures and socio-economic groups. In a context 
where the demand for subsidised housing far exceeds the stock 
available and the funds being provided for additional stock, how can 
the range of community and public rental housing be expanded so 
that allocations better meet the needs of low income families? 

The issue of housing quality also raises some difficult questions. On 
the one hand, the NHS states there is a need for the introduction of 
national standards on housing quality, 
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National standards should be developed by the year 
2000 for minimum acceptable housing accommodation 
in terms of such considerations as overcrowding, 
maintenance, location and design. A broad based 
national data base of housing indicators,... should 
accompany the issue of these standards. (NHS, 1991:37) 

At the same time, there is a recognition by NHS and other housing 
studies that any assessment of housing disadvantage must recognise 
that different social groups have different needs and preferences. 
The ALSS data allows us to explore this issue and attempt to 
establish the extent of housing problems experienced by the families 
in the nine urban localities surveyed. 

Some of the NHS concerns detailed above are echoed in the 
Australian Institute of Health and Welfare's examination of the 
relationship between housing and welfare (1993). It notes, for 
example, that there is insufficient data available on physical quality, 
but that, using King's (forthcoming) definition of adequate basic 
amenities (internal toilet and internal bathroom), 85,000 income 
units or 1.1 % of all income units in 1990 lacked one or both of the 
above (King, forthcoming: 67). 

In response to calls for greater detail on the physical quality of 
.Australia's housing stock, Chapter Two and Appendix B present 
some detail on the incidence of major problems with both non
structural and structural housing features. Appendix A details the 
provision of non-basic and basic amenities. 

The Housing and Locational Choice Survey (HALCS) conducted for 
the NHS examined the access of the urban households interviewed 
to shops, public transport, hospitals, doctors, dentists, public open 
space and houses of friends and relatives. Ninety-three per cent of 
surveyed households in Sydney and Melbourne had very little or 
moderate difficulty in gaining access to such services and facilities, 
six per cent found it difficult and 1.5 per cent found it very difficult. 
Difficulty in accessing such services tended to increase with distance 
from the inner-city with 10 per cent of households on the urban 
fringe defined as in housing need because of such access difficulties. 

Chapter Four of this report examines the housing and locational 
preferences of families surveyed in the ALSS. We test the findings of 
the HALCS by exploring people's access to the services and facilities 
that they state are important to them, rather than simply measuring 
accessibility to a common list of services and facilities. This 
methodology recognises the diversity of many aspects of housing and 
locational preferences among families searching for a place to live. 
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The NHS identifies 13 per cent of the population overall as being in 
housing need. The incidence of housing need is higher among 
Aboriginal people, sole parents and young people. Since the scope of 
the AI.SS survey was families with a child under 20, and living in 
selected areas, there were insufficient numbers of Aborigines and 
young people away from home for separate statistical analysis. 
Analysis is undertaken, however, of several subgroups - families in 
poverty according to the Henderson Poverty Line, sole parent 
families, young parent families, recent migrant families from a non
English speaking background (post 1986) and families where one 
parent has been unemployed for 12 months or more. 

The NHS also examines the housing conditions of public renters and 
reports that public renters have good access to basic amenities and 
greater security of tenure than private renters. However, 15.5 per 
cent of public renters are reported to have poor access to services, 
compared with 4.2 per cent of private renters and 6.2 per cent of 
home purchasers (NHS,1992: 120). 

The Industry Commission Report on Public Housing (1993) is a 
further significant document currently influencing housing policy 
debate. The Industry Commission argues for government 
intervention in the supply of housing, not just the provision of 
financial support to enable people to make their demand effective in 
the private market. The report sets out the case that public housing is 
more cost effective than cash payments and housing allowances as a 
means of meeting housing need. It argues that discrimination and -
security of tenure issues are overcome by public housing and a better 
targeting of expenditure is achieved. It is conceded that public 
housing allows for limited choice of location and type of housing. 

The Industry Commission Report also proposes a number of policy 
changes that would have major implications for tenants and those 
on waiting lists. For example, it suggests that tenants who can afford 
to rent in the private sector should pay market rents plus 2 or 3 per 
cent for the security of tenure they enjoy, and for public housing 
rents to reflect differences in the levels of housing amenity in 
different locations. For low income groups in private rental 
accommodation the Commission Report calls for subsidies to be 
lifted to the levels provided to tenants in public housing and seeks 
extension of rent rebates to all low income private renters not on 
penSions. 

In each of the data chapters in this report we examine the situation of 
public renters. The question is raised as to whether the principal task 
is to improve the housing situation of private renters or to improve 
the quality of accommodation of many public renters. 
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A final area of concern for governments across a range of service 
areas has been the notion of locational disadvantage (Maher et aI, 
1992; Better Cities, 1993). Maher et aI, for example, discuss differences 
in the extent to which families living on the fringe of metropolitan 
areas are able to meet their housing and service preferences and 
suggest appropriate responses for governments to the provision of 
services in locationally disadvantaged areas. Maher's analysis of 
residential changes leads him to conclude that disadvantaged groups 
move to locationally disadvantaged areas in similar numbers to 
those moving to better provided areas. Those moving to under 
serviced areas tend to be young and home buyers and are thus at least 
able to enter home ownership. While their situation may be difficult 
at this stage, their circumstances are likely to improve as they get 
older and their incomes rise. 

In Chapter Three we investigate what the move into home 
ownership in fringe areas involves. Examining the costs and 
benefits of home ownership in a range of areas, it appears that the 
move to home ownership in outer-suburban areas can involve 
families in heavy financial penalties. Many such families may not 
only be locationally disadvantaged in Maher's terms but may also be 
experiencing housing disadvantage due to the costs of home 
ownership outweighing the benefits. 

Maher also identifies a range of social groups that have lower 
prospects of future improvement, including single parents, low 
income large families, low income private renters and the long term 
unemployed. Again, each of the data chapters examines the housing 
conditions of such families to reveal whether or not they experience 
particular housing related problems that affect their living standards. 

Maher argues that the causes of locational disadvantage are 
economic, political and cultural rather than spatial and that the issue 
of locational disadvantage, therefore, needs to be understood within 
a social context. To this end Maher et al argue that urban policies 
must be targeted towards those most in need rather than areas as a 
whole. 

A different conclusion is drawn by the authors of a report prepared 
for the Better Cities Program, which examines ways to ensure that 
low income groups can retain or gain a proportion of the 
accommodation in inner city locations. (Better Cities Program, 1993). 
This study suggests that part of the rationale for seeking to ensure 
that low income groups can obtain housing in 'premium' locations 
is the value judgement that highly stratified residential populations 
should be avoided. It is also suggested that there are particularly 
strong grounds for special measures to ensure affordable housing 
where considerable public sector resources are being invested to 
attract private sector interest in revitalising inner areas. 
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The report, therefore, canvasses options for programmes that are 
specific to particular areas. It finds that while there are substantial 
savings possible from efficiency measures and downward 
adjustment of standards (eg reducing parking requirements), these 
possibilities for savings would not be sufficient to lower prices far 
enough to permit access by people on pensions and benefits. Public 
or 'social' housing is thus seen as the preferred method of delivering 
assistance to very low income persons, particularly as continuing 
public ownership enables successive generations to benefit from 
central locations, rather than just first-round buyers. 

It is a vexed issue as to whether it is preferable to pursue a spatial 
approach to solving housing problems by targeting particular 
localities for state intervention (the Better Cities approach), or a 
social approach that targets particular groups in housing need (the 
Maher approach). The ALSS data does not enable a detailed 
examination of this problem but in light of the analysis in following 
chapters, suggestions are ventured as to how this issue can be 
usefully explored through further research. 

In summary, recent policy-related literature on housing and urban 
development generally accepts that government intervention is 
warranted because of inequalities of income, groups with special 
needs, and housing market imperfections. While the market is an 
effective mechanism for providing certain types of goods and 
services to individuals, with respect to housing there are often 
external factors (pollution, congestion) which mean that private 
decisions as to what and how much housing should be produced and 
consumed can come into conflict with broader social objectives for 
the environment, for social justice and for economic efficiency. 

(E)fficient, sustainable, equitable, and livable cities are 
all urban 'goods' which people are likely to favour but 
that they cannot secure by means of individual 
purchases in the market - just as the 'good' and livable 
city which they add up to cannot be so purchased. 
Indeed, the more limited horizons in which 
consumers act often compromise larger and more 
public goods which are widely judged to be important 
but for which there is no 'effective demand'. 
(Newman, Kenworthy & Vintilla 1992:78) 

Much of the current housing debate thus revolves around the 
efficiency and functioning of the private housing market, its ability 
to supply housing to special groups, and the role, impact and 
effectiveness of government programmes. Families have different 
preferences for housing and locations but are constrained in their 
ability to pursue those preferences. 
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While income, or more broadly, economic resources, is the principal 
mechanism in the private market determining who gets first choice 
in terms of location, size of dwelling, quality etc, other factors are also 
important. Race, age, gender, sexuality, for example, can be as 
important as ability to pay in the attitudes of some vendors and 
landlords (Watson, 1988). In this report, therefore, we look, 
wherever possible, at the housing circumstances of particular at risk 
groups (like sole parents) as well as at the situation of different 
income groups in different types of localities. 

There are numerous existing government programmes affecting 
housing and urban form. A further aspect of the analysis in this 
report is thus to identify the implications of living standards data for 
those programmes. Although not designed as an evaluation of 
existing government policies, the data collected often points to ways 
in which the effectiveness of existing programmes could be 
improved. The ALSS household survey has implications for policies 
such as those aimed at ensuring that housing meets minimum 
standards of quality, avoiding overcrowding, prOViding reasonable 
security of tenure, etc., and for those programmes, including public 
housing and income support provisions, which aim to assist low 
income and other groups who have difficulty competing in the 
private market. 

This report is, however, primarily a description of the data on 
housing and location collected as part of the broader living standards 
study. The housing data can be loosely categorised into 4 types: 

i. 

ii. 

iii. 

iv. 

An assessment from householders of the condition of aspects 
of the dwelling and its facilities - major problems, minor 
problems, serious problems, fixable problems. As this 
information comes from the householders, who have 
varying degrees of awareness of housing condition problems 
and technical expertise in assessing their implications, it is 
difficult to gauge its accuracy' and estimate the cost of 
rectifying problems. 

Quantitative information on price paid, current rent, 
mortgage, landlord, number of bedrooms. 

Preferences - features householders were looking for when 
they bought or rented their current dwelling, or might like 
now (eg 4 bedrooms, a location close to public transport) 

Levels of satisfaction with aspects of housing and local 
facilities. 
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Prior to the analysis of this data in subsequent chapters, the next two 
sections are devoted to a description of the housing and socio
demographic characteristics of 
the three cities within which the selected study areas were located -
Sydney, Melbourne and Adelaide - using 1991 Census data; and 
the nine metropolitan areas in which the Australian Institute of 
Family Studies (AIFS) conducted household interviews. This basic 
descriptive material provides contextual information and allows the 
later analysis to be situated in a broader understanding of the 
housing circumstances of Australian families generally. 

Housing and so do-demographic characteristics of Sydney, 
Melbourne and Adelaide 

It is clear from Table 1.1 that Melbourne has higher proportions of 
. owners and purchasers than either Adelaide or Sydney. Adelaide has 
by far the largest public rental sector and a correspondingly smaller 
private rental sector. Melbourne has the smallest public rental sector 
of the three capital cities. 

Nature of occupancy by occupied private dwellings, 1991. 

Sydney Adelaide Melbourne 

41.6 40.5 42.5 
28.4 31.0 32.4 

Renters - public 7.6 12.3 4.6 
Renters - private 22.4 16.2 20.5 

Total N 1133554 362799 981589 

Source: ABS 1991 Census 

Approximately three quarters of the housing stock in Melbourne and 
Adelaide and two-thirds in Sydney is detached. Sydney has far 
higher proportions of flats than the other two capital cities -
particularly flats of four or more storeys. 
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Table 1.2: House type by city, 1991. 

Sydney Adelaide Melbourne 

Separate house 67.2 74.6 76.7 
Semi-detached 9.0 15.4 9.7 
Flat 1 ,2 or 3 storeys 15.4 9.0 11.2 
Flat 4 or more storeys 7.2 0.3 1.4 
Caravan 0.5 0.4 0.3 
Other 0.7 0.3 0.6 

Total N 1300827 400955 1133809 

Source: ASS 1991 Census 

An index of relative socio-economic disadvantage has been devised 
and calculated by the ABS for each collector's district (cd), using data 
from each Census since 1971. The index using the 1991 Census 
combines factors which include low family income, percentage 
unemployed, percentage renting public housing etc. (A detailed 
description is provided in ABS, 1994, 17). 

This index can be used as a basis for comparison between the capital _ 
cities, and to compare the study areas with each other and their 
capital cities. A low score on the index indicates a high level of socio
economic disadvantage. Scores were standardised to 1000 for 
Australia, with 95 per cent of cd's having an index value between 800 
and 1200. 
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Table 1.3: ASS index of relative socio-economic disadvantage 
of collectors districts, 1991. 

Mean Minimum Maximum 

Melbourne Statistical Division 1027 412 1212 

Berwick Local Government Area 1049 665 1143 
Box Hill Local Government Area 1060 869 1151 
Melbourne Local Government Area 919 412 1189 
Werribee Local Government Area 1047 809 1147 

Sydney Statistical Division 1018 386 1232 

Campbelltown Local Government Area 968 453 1180 
Penrith Local Government Area 1028 580 1157 
Ryde Local Government Area 1058 593 1162 
South Sydney Local Government Area 883 386 1125 

Adelaide Statistical Division 997 497 1201 

Elizabeth / 
Munno Para Local Government Areas 865 497 1121 

Source: ABS 1991 Census 

The indicators produced by the ABS methodology suggest that 
Melbourne has less socio-economic disadvantage than Sydney, with 
Adelaide having more socio-economic disadvantage than either 
Sydney or Melbourne. 

Relative to their capital cities, three of the four ALSS study areas in 
Melbourne are above the average for the Melbourne Statistical 
Division, while in Sydney, Campbelltown and South Sydney are 
below the Sydney average. Elizabeth/Munno Para is below the 
Adelaide average and has the lowest score of the 9 urban areas. 

The scores for the minimum cd within each of the areas shows that 
the ALSS areas contain the lowest scoring cd in each capital city, with 
parts of South Sydney and Melbourne having even lower scores than 
any of the Elizabeth/Munno Para cd's. The random samples drawn 
for the study may thus reveal the greatest housing needs in these 
cities as the families include those from the areas of greatest socio
economic disadvantage, though families with children may not be 
the social group in these areas experiencing the greatest housing 
need. 
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The housing and sOcio-demographic characteristics of families in the 
ALSS study areas 

This section looks at similarities and contrasts in the housing 
circumstances of families in the areas in the AIFS Living Standards 
Study. Data is presented on housing tenure, dwelling type, property 
values and amount owed, and rent levels. 

Housing tenure by area. 

Owners Buyers Private Public Other Total 
renters renters N 

17.6 67.9 5.7 5.5 3.3 420 
26.8 56.8 11.3 2.5 2.5 512 
17.0 34.1 17.8 25.3 5.8 411 
21.8 61.5 9.0 1.3 6.4 467 

7.9 50.8 1.9 34.1 5.2 419 
14.4 61.9 3.7 17.9 2.0 402 
17.9 67.1 5.4 5.7 3.9 386 
27.0 48.8 15.4 5.0 3.9 363 
22.7 48.1 15.8 10.0 3.5 260 

The standard picture of tenure in the ALSS urban survey areas is one 
dominated by owner-occupiers, with their proportions typically 
above the three quarters point and as high as 87 per cent of families 
in Berwick and Werribee. Only Melbourne and Elizabeth/Munno 
Para deviate significantly from this picture: in Melbourne 52 per cent 
of families are owner occupiers, 25 per cent are public renters and 18 
per cent are private renters. 

The proportion of families in private rental accommodation was 
above 10 per cent in the inner and middle suburbs of Box Hill, 
Melbourne, Ryde and South Sydney. A comparison of the 
proportions of owner occupiers who are outright owners with those 
buying their property shows higher proportions of buyers in the 
outer suburbs of Berwick, Werribee, Elizabeth/MunnoPara, 
Campbelltown and Penrith. Small proportions of outright owners 
can reflect high rates of new dwelling construction or high 
proportions of purchasers who sell and relocate before paying off 
their loan. 

In Elizabeth/Munno Para 34 per cent of households in the sample 
were public renters and 2 per cent were private renters. The only 
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other suburb in which a substantial proportion of the families 
interviewed were in public rental accommodation was 

• 

Campbelltown where they constituted 18 per cent of the sample. This • 
distribution of tenure groups across the LGAs is of relevance to the 
later analysis, particularly the examination of the housing 
conditions of public renters (see Chapter Two). 

Type of dwelling by area. 

Sep. 
house 

96.7 
90.8 
27.5 
94.9 
73.0 
87.1 
95.3 
83.3 
14.9 

Semi-det. Flat Flat Flat C'van Flat 
house 1 2/3 4+ JOining Other Tot 

storey storey storey house/shop N 

0.7 2.4 0 0 0 0 0.2 420 
1.4 5.1 2.0 0.4 0 0 0.4 512 

35.3 2.4 13.9 20.2 0 0 0.7 411 
0.6 3.6 0 0.2 0.2 0.4 0 467 

26.0 0.7 0 0 0.2 0 0 419 
3.7 8.2 0.7 0 0 0.2 0 403 
0.3 2.8 1.0 0.3 0 0 0.3 386 
1.1 5.2 9.3 1.1 0 0 0 366 

70.2 2.7 6.9 5.0 0 0 0.4 262 

There is less variation in the housing types across the study areas 
than in tenure types. Except for the inner-urban areas which have an 
older housing stock, the surveyed families were overwhelmingly 
living in detached houses (between 73 per cent and 97 per cent if 
South Sydney and Melbourne are excluded). In the older, inner
urban areas of South Sydney and Melbourne substantial proportions 
of the families interviewed were living in semi-detached dwellings 
and flats. (As explained in the methodology Appendix there 
appears to be some under representation of public housing tenants in 
the ALSS South Sydney sample, accounting for the small proportion 
of flats in that sample relative to Melbourne's.) 

While some of the study areas may be similar in terms of rates of 
owner occupancy and dwelling types, they are very different in terms 
of other housing measures relevant to the standards of living of 
their residents. One broad indicator of differences between areas and 
between dwellings within each area is market values: dwellings in 
the study areas ranged in value from under $80,000 to over $1 
million. Property values provide only a broad indicator of housing 

Urban Housing Report 

• 

• 

• 

• 

• 

• 

• 

• 



• 

• 

• Table 1.6: 

Berwick 

• Box Hill 
Melbourne 
Werribee 
Elizabeth / MP 
Campbelltown 
Penrith 
Ryde 

• South Sydney 

• 

• 

• 

• 

• 

Report to the Department of Human Services and Health 15 

quality, however, as they combine aspects of both location and 
dwelling characteristics and can thus "hide" situations where a 
property of average value consists of a very poor quality dwelling on 
valuable land. (Land and dwelling values are thus examined 
separately in Chapter Three). 

Homeowners estimates of their property value by area. 

Median Mean Standard Standard Total 
deviation deviation 

$ $ $ % N 

130000 143692 59908 42 362 
175000 191525 74485 39 420 
200000 243929 171800 70 212 
120000 129747 48013 37 391 
70000 82639 37587 45 251 

140000 147306 54394 37 309 
140000 149822 49692 33 328 
250000 255612 76104 30 277 
210000 244257 113291 46 181 

Elizabeth Munno/Para had the lowest median and mean price of 
dwellings and Ryde the highest - see Table 1.6. As set out in columns 
4 and 5, property values often varied considerably around the mean. 
This indicates that there is considerable diversity in property values 
within areas as well as between areas. In Melbourne, South Sydney 
and Elizabeth Munno-Para the dwellings of owner occupiers in the 
ALSS sample were typically 45 per cent or more above or below the 
average. Diversity of property values is an indicator of variation in 
size of dwellings and land, in condition and quality, as well as the 
positive and negative effects on property values of proximity to 
parks, noisy factories etc. 

Another indicator of differences between areas and dwellings is the 
amount owed by owner occupiers on their dwelling. While property 
values provide a pOinter to the relative quality of their housing, the 
amount owed gives an indication of how far buyers have got in 
terms of ownership of a major asset, an important additional 
indicator of family economic resources and standard of living. 

It was seen above (Table 1.3) that there are differences between areas 
in the extent of outright ownership, with Ryde and Box Hill having 
high rates of outright owners. Table 1.7 looks at the amount owing 
of those who were still paying off their dwelling, and shows that 
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average levels of indebtedness among buyers was highest in South 
Sydney and Melbourne and lowest in Elizabeth and Werribee. 

Amount owing by families purchasing their dwelling by area. 

Median Mean Total 
$ $ N 

49000 50387 285 
43000 56058 291 
50000 66939 140 
38000 42675 287 
39000 38,140 213 
47000 55739 249 
50000 55775 259 
53000 64057 177 
70000 80028 125 

While owner-occupiers were the largest group in each of the urban 
study areas, small but substantial numbers of families in each area 
were renting from private landlords, from government bodies or 
had other types of occupancy. The average rent paid by families to 
these different landlords is detailed in Table 1.8 
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Mean and median weekly rents paid by private and public renters, 
by area. 

Private renters Public renters 
Mean Median Total Mean Median Total 

$ $ N $ $ N 

155 150 24 108 100 23 
162 155 58 113 120 13 
164 150 73 68 68 104 
151 150 41 110 135 6 
128 128 8 73 70 142 
172 175 15 81 62 72 
165 170 21 89 67 22 
205 200 56 141 135 18 
194 185 41 91 68 25 

Average private rents being paid by families in the ALSS areas 
varied surprisingly little between areas - less than $15 difference per 
week between Melbourne and Berwick or Werribee, and $30 between 
South Sydney and Penrith and Campbelltown. This suggests that 
private renter families were able to gain central locations at a 
relatively low additional cost, although other aspects of the rental 
dwellings varied (eg the properties for rent were likely to be houses 
in the outer suburbs, flats in the inner). 

Rents charged to low income tenants in public housing are related to 
incomes, so average rents tend to reflect the proportion of tenants on 
a pension or benefit and family size. Average rents paid by public 
renters, apart from the central city localities, were approximately $50 
per week below the rents of private renters in the 3 Melbourne 
municipalities and $70 per week less in the Sydney municipalities. 
In South Sydney and Melbourne rents of public housing families in 
the sample on average were around $100 per week less than the rents 
being paid by the private renter families. These differences between 
public and private rents represent differences in size, quality, type of 
accommodation etc, as well as the assistance provided through rent 
rebates. They highlight again the policy issues outlined above in the 
literature review of raiSing assistance to private renters to levels 
provided to public renters and programmes to enable low income 
groups to live in high cost areas. 
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In the following chapters the report moves to a detailed examination 
of the ALSS data on housing and living standards. Chapter Two 
focuses upon the physical quality of housing. After a brief review of 
key policy themes and debates in the literature, information is 
provided on the extent of non-structural housing problems, the 
provision of basic amenities and the extent of structural housing 
problems. 

In Chapter Three the emphasis is on the costs of housing, housing 
expenditures relative to family incomes and the economic costs and 
benefits of homeownership. 

In Chapter Four we examine the extent to which families have been 
able to attain their housing and locational preferences when 
searching for a place to live and the incidence of over-crowding, 
under-utilisation and sharing. The key findings of the analysis are 
summarised in Chapter Five, and their implications for further 
research drawn out. 
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Chapter Two: 
Physical Housing 
Quality 

This chapter examines information collected from families with 
children on the quality of their accommodation and the impact of 
physical housing quality on their living standards. The chapter is 
divided into the following sections: the Australian literature and 
key housing policy themes that address physical housing quality; 
major problems with non-structural housing features; the presence 
or absence of basic amenities, and major problems with structural 
housing features. 

The physical quality of accommodation is assessed in two ways. First, 
we ex amine the presence or absence of basic amenities such as 
mains water and electricity supply, second, we examine the incidence 
of major problems with five fundamental aspects of physical quality 
that can be termed 'structural'. As there is a paucity of data available 
on the physical quality of Australia's dwelling stock (see King 
A.1992) the incidence of major problems with a wider range of 'non
structural' housing features is also reported. Further details are 
provided in Appendix B 

Australian literature on physical housing quality 

The Australian literature on the physical condition of the housing 
stock has recently been reviewed by King (1992). A central theme of 
King's review is that there is a dearth of information on the physical 
quality of Australian housing. Anderton and Lloyd (forthcoming), 
Burke et al (1985) and Paris (1985) have each pointed to the lack of 
survey data on Australian housing conditions. In the past, the ABS 
has dismissed the need for such surveys arguing that the cost and 
difficulty of such surveys, and the high quality of most Australian 
housing, render them unnecessary (ABS, 1990). Following 
recommendations of the National Housing Strategy, however, the 
ABS will undertake a survey of physical housing conditions in late 
1994 (ABS, 1994) which may resolve many of these shortcomings. 

Three key means of defining poor quality housing are used in the 
literature (King, 1992:4.6): 

housing which is unfit for human habitation; 
housing which lacks basic amenities, and; 
housing which is in substantial disrepair. 
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Data from the ALSS relates to the second and third of these 
measures. 

What is commonly regarded as a basic amenity alters over time, 
reflecting changes in community attitudes as incomes and housing 
standards rise. As King demonstrates, the provision of amenities in 
Australian housing has been generally high. He proposes a critical 
level of amenity provision to be defined in terms of the presence of 
an internal toilet and a separate bathroom, though the toilet need 
not be separate from the bathroom (King, forthcoming:4.12). The 
AIHW, using King's definition of an appropriate level of basic 
amenities (an internal toilet and bathroom) identifies only 1.1 per 
cent of all income units as being in housing lacking a basic amenity 
(AIHW, 1993:67). 

Whilst the ALSS did not use this specific measure, we are able to 
examine the presence of a broad range of basic amenities. In the nine 
urban areas surveyed, it was found that the level of amenities was 
overwhelmingly high, confirming the findings of other authors 
(Neutze, 1977, Burke et aI, 1985). Details of the provision of basic 
amenities are set out in Appendix C. 

Policy themes 

Quite possibly due to the lack of accurate data on the physical quality 
of the Australian housing stock and the assumption that it is of 
generally good order, this issue appears to have attracted 
comparatively little recent policy consideration. However, a key 
policy concern relating to the physical quality of Australian housing 
is whether the income poor are further disadvantaged by their 
housing conditions. Low income families living without basic 
amenities or in housing of substantial disrepair are unlikely to have 
the income available to resolve these housing difficulties. Housing 
that is of insufficient quality can lead to health and well-being 
problems, particularly for children. 

If low-income families are experiencing poor housing conditions, the 
policy response options appear to be four-fold: 

give those on a low income more money to be able to buy 
better quality housing goods; 
provide more good quality housing stock through the public 
sector; 
provide the owners of property with grants to upgrade the 
quality of the housing stock; 
enforce housing standards. 

With regard to developing an accurate understanding of housing in 
substantial disrepair (the third of King's measures) I debate has 
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centred on two dichotomised issues: 
whether to examine overall housing condition or the need 
for repairs, and; 
the reliability of assessments by non-expert occupants, versus 
trained building inspectors. 

King's preferred position on this indicator of housing quality is to 
measure the need for repairs using professional evaluations, though 
occupants' assessments could be used with a carefully designed 
survey instrument (forthcoming:4.9). 

In the ALSS, occupants provided assessments of the condition of a 
wide range of housing aspects. These have been divided into non
structural and structural features and are described further below. 

The physical quality of non-structural housing features 

This section examines the incidence of major problems with 'non
structural' housing features and the availability of amenities such as 
a laundry, hot water etc. It is included primarily as a response to a 
lack of other data on housing conditions as detailed above. 

The division between non-structural and structural housing features 
is not clear-cut but rests upon our interpretation of where the non
expert assessments of occupants are more likely to provide a 
reasonably accurate indication of physical quality problems. For 
example, a major problem with water supply could be anything from 
'no water' to 'a leaking tap'. This range of potential responses is not 
so apparent with what we have termed structural housing features. 
A major problem with, for instance, house foundations or wiring, 
would appear to leave less room for differing interpretations 
regarding the actual nature of the problem. If anything, there may 
well be underestimation as major problems may not be visible or 
occupants may lack technical expertise to detect the indications of 
poor condition. 

The incidence of reported major problems with what we term non
structural housing features is generally quite low. No more than 10 
per cent of families in each of the nine urban localities experience 
major problems with anyone of the following: 

hot water service; 
pests; 
natural light; 
paint work; 
condition of inside walls; 
condition of outside walls; 
doors and windows; 
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the stove; 
water supply; 
fencing; 
floor covering; 
state of floors; 
door and window screens, and; 
the yard. 

(See tables Appendix B for further details) 
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There were marginally higher incidences of major problems with 
non-structural features such as heating and cooling, with the figures 
rising to 15 per cent of families in Elizabeth/Munno Para 
experiencing major problems with cooling and 13 per cent 
experiencing major problems with heating. 

The only non-structural feature with which major problems were 
commonly found was storage space. Thirty per cent of families in 
South Sydney and 24 per cent of families in Melbourne experienced 
major problems with storage space - a facet related to the older 
housing stock that characterises these inner-city areas. (See tables in 
Appendix B for further details). 

Basic amenities 

The range of basic housing amenities that the ALSS provides 
information on include whether the dwelling has: 

• 

• 

• 

• 

• 

its own kitchen; • 
its own laundry; 
mains electricity; 
insula tion; 
town water, and; 
hot water. 

Across the nine localities between 98 and 100 per cent of families 
have: their own kitchen; mains electricity; town water (except 
Elizabeth/Munno Para where 4 per cent do not); and hot water 
(except South Sydney where 3 per cent do not). 

Whilst 24 per cent of Melbourne families did not have their own 
laundry this statistic does not rise above 5 per cent in any of the other 
areas. The proportions with insulation are lower than for the other 
amenities, especially in the NSW municipalities where it is perhaps 
less obvious that insulation is .a basic amenity due to climatic 
differences. As few as 50 per cent of families in South Sydney had 
insulation in their dwelling. Melbourne, where 61 per cent of 
families have insulation, is the lowest figure for the Victorian areas. 
Many Melbourne families without insulation live in multi-level 
flats (52 per cent). (See tables in Appendix C for further details). 

Urban Housing Report 

• 

• 

• 

• 



• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

Report to the Department o[ Human Services and Health 23 

The physical quality of structural housing features 

Turning to structural housing features, the need for repairs was 
specified by identifying the occurrence of major problems with any of 
five basic features: 

roofing; 
foundations and stumps; 
plumbing, sewerage and drainage; 
wiring, and; 
rising damp or rot. 

The assessment of physical hOUSing quality in the ALSS relies upon 
the judgements of survey respondents who were asked whether they 
were experiencing a 'major', 'minor' or 'no problem' with each 
aspect. Responses are subject to differing standards and expectations 
of housing quality - what is a minor problem for one person could be 
a major problem for another. Proclivity to diagnose a problem as 
'minor' or 'major' may also be affected by factors such as housing 
tenure, occupation or gender. For example, are private and public 
renters more likely to rate faults as' major' because they do not have 
responsibility for them? Do those who have the skills to fix such 
problems perceive them to be less of a problem than those who do 
not? 

Part of the reason for distinguishing between structural and non
structural features was to reduce the impact of variation between 
respondents. The structural housing features relate to the 
fundamental condition of the dwelling and therefore the health and 
safety of its occupants. Families experiencing major problems with 
such features are deemed to be living in housing with substantial 
disrepair problems. 

Of course, the level of stress caused by poor physical quality will vary 
according to available income and other resources that may help 
alleviate the major problems experienced. There is obviously a 
difference between a family that is trapped in sub-standard housing 
with no means of having the dwelling improved and a renovator 
who buys a run-down dwelling with the explicit intent and means to 
fix the dwelling in the near future. . 
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Table 2.1: 

Berwick 
Box Hill 
Melbourne 
Werribee 
Elizabeth I MP 
Campbelltown 
Penrith 
Ryde 
South Sydney 

Table 2.2: 

Berwick 
Box Hill 
Melbourne 
Werribee 
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Number of major problems with structural housing 
features by area. 

None One Two Three Four Five Total N 

93.8 4.8 1.0 0.5 0 0 418 
89.0 8.8 1.4 0.6 0 0.2 509 
84.2 10.5 4.1 1.0 0.2 0 411 
94.6 4.5 0.9 0 0 0 464 
85.6 10.0 4.1 0.2 0 0 418 
92.5 6.2 0.8 0.5 0 0 400 
94.0 4.3 1.0 0.5 0 0 384 
92.0 6.9 0.8 0.3 0 0 363 
81.5 12.7 5.0 0.8 0 0 260 

The overwhelming majority of families in each of the localities 
experience no major problems with structural housing features. 
Amongst those that do there are very few families experiencing 
major problems with any more than two structural features. The five 
per cent of families in South Sydney and 4 per cent in 
Elizabeth/Munno Para in this category being the highest. Between 4 
and 12 per cent of families across the areas experience a major 
problem with one specified structural feature and the proportions of 
families experiencing major problems with anyone structural 
feature is as high as 18 per cent in South Sydney, 16 per cent in 
Melbourne and 14 per cent in Elizabeth/Munno Para. 

Families experiencing a major problem with anyone structural 
feature, by area 

% Total N 

6.2 418 
11.0 509 
15.8 411 
5.4 464 

Elizabeth I Munno Para 14.4 418 
Campbelltown 7.5 400 
Penrith 6.0 384 
Ryde 8.0 363 
South Sydney 18.5 260 
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Berwick 
Box Hill • Melbourne 
Werribee 
Elizabeth / MP 
Campbelltown 
Penrith 
Ryde 
South Sydney 
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The frequency of major problems with structural housing features 
appears to be greatest in the inner-city areas of Melbourne and South 
Sydney where the housing stock is older and lowest in the newer, 
outer suburbs of Berwick, Werribee, Campbelltown and Penrith. The 
average dwelling age for Melbourne is 75 years and South Sydney 86 
years, compared with Berwick 11 years, Werribee 11 years, 
Campbelltown 13 years and Penrith 14 years. 

The average age of the housing stock in Elizabeth/Munno Para is 20 
years and it shows a disproportionately high percentage of major 
problems. In Elizabeth/Munno Para public renters represent 50 per 
cent of those experiencing major problems, but only 34 per cent of all 
families overall. The average age of the public rental stock is older 
than the rest of the stock at 26 years and the average age of the ex
public rental stock is 21 years, closer to the area average, indicating 
that it is the younger stock that tends to be purchased. 

Major problems with specific structural housing features by area. 

PlumbingTotal House Total Faulty Total Rising Total RoofingTotal 
sewerage N stumps N wiring N damp N N 

2.6 417 1.7 417 0.5 417 2.2 414 1.2 418 
3.5 508 3.0 508 1.6 507 2.4 505 3.9 507 
3.4 408 6.4 376 1.2 405 9.2 404 3.3 394 
1.3 462 3.3 455 0.2 462 0.6 460 0.9 464 
4.1 415 7.6 410 1.9 412 2.4 411 3.1 416 
2.0 399 1.8 392 0.5 399 3.5 398 1.5 399 
1.3 383 2.1 377 0.5 381 1.6 381 2.6 382 
3.0 361 1.4 349 0.8 361 2.8 358 1.4 361 
3.1 260 0.8 252 2.7 256 9.7 257 8.9 259 

Families in Melbourne and South Sydney are more likely than 
families in other areas to experience major problems with rising 
damp or rot (9 per cent in Melbourne and 10 per cent in South 
Sydney), with their roofing (9 per cent in South Sydney) and with 
their house foundations (6 per cent in Melbourne). The only other 
municipality where there is a relatively high incidence of major 
problems with a particular structural feature is Elizabeth/Munno 
Para, where eight per cent of families experience major problems 
with their house foundations. 

Of those families experiencing major problems with structural 
housing features very high proportions consider them to be serious. 
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• Table 2.4: Families who consider their housing problem as serious, by area 

% Total N 

Berwick 15.3 418 
Box Hill 19.0 510 • Melbourne 32.4 410 
Werribee 12.5 465 
Elizabeth / Munno Para 29.0 420 
Campbelltown 17.1 403 
Penrith 16.4 385 
Ryde 17.5 366 
South Sydney 32.4 259 • 

Furthermore, the overwhelming feeling amongst these families is 
that they were not in a position either to fix these problems • 
themselves or to have them fixed. 

Table 2.5: Families who consider their housing problem as serious and 'fixable', 
by area • 

Berwick 
Box Hill 
Melbourne 
Werribee 
Elizabeth / Munno Para 
Campbelltown 
Penrith 
Ryde 
South· Sydney 

% Total N 

24.6 65 
29.9 97 
29.1 134 
37.9 58 
23.0 122 
26.1 69 
30.2 63 
32.8 64 
29.1 86 

The average income of families that do not believe they are in a 
position to have these major problems fixed is lower than that of 
those who do. The gap is as large as $15,000 in South Sydney, $10,000 
in Box Hill and Melbourne, $8,000 in Werribee, $6,000 in Berwick, 

• 

• 

down to negligible differences in Campbelltown. It would appear that • 
a lack of available income means these families are unable to get 
these major problems with structural housing features, that they 
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consider serious, fixed. 

A small proportion of families is experiencing major problems with 
structural housing features, that they overwhelmingly consider to be 
serious and for many unfixable. The implications of living with such 
housing problems relate to deteriorating health, increasing stress, 
financial strain and a range of other forms of inconvenience and 
discomfort. The survey provided the opportunity for participants to 
comment on what they felt the implications of these major problems 
with structural features were for their family. Responses to the 
question "What effects, if any, do these problems have on you and 
your family?" have been grouped into impacts relating to 'health', 
'stress', 'finance' and 'safety'. 

Health: 
Respiratory problems during winter has an effect on my daughter 
Allergies to mould worsen conditions such as asthma 
Worry about health and safety of the children 
Living in an unhygienic condition because the walls and bathroom 
and kitchen floor are usually wet. 
Smell brings allergy response in youngest child as well as it being 
quite cold in most of house over winter period - also affects asthma 
Dampness inflicts cold fevers 
Rising damp on ceiling is very unhealthy - we always have colds. 
The walls are cold and wet. 
Afraid bacteria from mildew will affect children as they have weak 
chests. 
Always sick with asthma and pleurasce or pneumonia. 
In heavy rain the backyard and bottom floor of the house flood with 
sewerage - an extreme health hazard 

Stress: 
The stress caused by poor quality housing can affect family life and 
participation in the broader community as well as personal well
being. Typical comments about the stress or concern that living with 
these major problems caused were: 

The situation causes stress and undermines our security. 
We argue about them because we have a child and in the past these 
sort of problems have made our child very ill. 
We manage, it depresses me. 
Makes the home a less welcoming and pleasant place. 
Don't invite acquaintances 
Because of rising damp we cannot install built-in wardrobes which 
we desperately need since the home has virtually no storage. 
Forces children out of bedrooms during rain, depresses family. 
Constant concern during heavy rains when water leaks heavily. 
Buckets placed in few areas in the house - very wide cracks. 
We don't feel safe or secure in our home; I take medication to sleep 
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at night. 
We do worry a lot about the repairs that need to be done. 
They have me constantly looking skyward in case of rain. 
Cause depression with each rain storm 

Financial impacts: 

28 

For some families experiencing these major problems caused 
financial difficulties, either directly through repair costs, or indirectly 

• 

• 

through the health and other problems which result. • 

In winter the children are always sick causing more stress on the 
pension. 
More time wasted on maintenance, less for living a family life, 
financial resources which we would want to building investments 
for old age are being frittered. 
Fixing these problems takes away family time, either earning extra 
money or fixing them up. 
Very depressing for me over the years watching the house 
deteriorate and feel powerless to do anything about it without getting 
into major debt. 

Safety: 
No power in the lounge room, main bedroom and second bedroom 
and also could burn down due to faulty wiring. 
Lighting limited to a couple of rooms, one power point in the 
bathroom, not able to use any electrical appliances. 
In winter we have to walk around in blankets. There are only bare 
boards which are cold in winter. My room has stained walls and 
smells of dampness. 
Electrical appliances have been shorted and light globes continually 
explode. 
At present my son has difficulty studying in his room. 

Groups in housing disadvantage 

As described in Chapter One, a range of social groups have been 
identified as being in housing need by Maher et al (1992), AIHW 
(1993), the Industry Commission (1993) and the NHS (1991). Whereas 
in the previous section we have been concerned to document the 
spatial variation in the incidence of housing with quality problems, 
in this section (and sections in each subsequent chapter) we examine 
the conditions of social groups at risk of housing problems. 

The groups included in the AISS sample are: 
families in poverty (below the Henderson poverty line); 
sole parents; 
young parents (aged 19-24) 
recent non-English speaking background migrants (arrived 
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in Australia since 1986); and 
the long term unemployed (at least one parent unemployed 
for more than 12 months). 

It is recognised that there can be considerable overlap between the 
social groups; for example the families in poverty group will include 
some sole parents, young parents, long term unemployed parents 
and recent NESB migrants. 

To produce adequate numbers for this analysis, the relevant sections 
of the sample across all nine localities are combined. Care thus needs 
to be taken in the interpretation of these results because the areas 
were not randomly selected and each area is not equally represented 
in the combined sample. 

Lacking anyone basic amenity 
As discussed above and detailed in Appendix C very few of the 
dwellings in the sample of urban families lack basic amenities. 
(Defined in this study as own kitchen, own laundry, mains 
electricity, insulation, town water and hot water.) 
The proportion of dwellings without a particular basic amenity was 
no higher than 2 per cent on anyone amenity. It is only 'insulation' 
that high proportions of dwellings across all of the LGAs do not have 
and as noted above, whether this amenity can be universally 
considered basic across a range of climatic zones is debatable. 

The proportions of the various social groups that are without any 
one of these basic amenities is detailed in Table 2.6 

Table 2.6: Lack of anyone or more amenities, by disadvantaged group 

In poverty 
Sole parents 
Young parents 
Recent nesb migrants 
Long term unemployed 

Disadvantaged group Comparison group 
N yes no N yes no 

% % % % 

518 49 51 996 23 77 
576 51 49 3089 27 73 
73 62 38 3610 30 70 
179 63 37 3500 29 71 
217 46 54 3427 30 70 

It is clear that each of these social groups experiences a lack of any 
one basic amenity at approximately double the rate of other families. 
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These figures are somewhat misleading, however, because of the 
inclusion of 'insulation' which accounts for quite large proportions • 
of the missing basic amenities. Table 2.7 re-runs the comparison 
between disadvantaged groups and other families but without 
'insulation' as a basic amenity. 

• 

• 

• 

• 

• 

• 

• 
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• In poverty 
Sole parents 
Young parents 
Recent nesb migrants 
Long term unemployed 

• 

• 

• 

• 
Table 2.8: 

• 
outright owners 
purchaser owners 
private renters 
public renters 
other tenure 
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Lack of any one or more amenities (excluding 
insulation), by disadvantaged group 

Disadvantaged group Comparative group 
N yes no N yes no 

% % % 0/0 

74 14 86 35 4 96 
79 14 86 168 5 95 
11 15 85 236 7 93 
178 27 73 3466 6 94 
218 12 88 3426 6 94 

Whilst the exclusion of insulation results in smaller proportions of 
families lacking a basic amenity, the pattern of inequality between 
groups in housing need and other families becomes even sharper 
and more a cause for public concern. As shown in Table 2.7, groups 
in housing need - like low income, sole parent and recent NESB 
migrants - were three to four times more likely than other families 
to be in dwellings lacking basic amenities. 

A further group in housing need as identified by the AIHW (1993) 
are public renters. Comparing the lack of anyone basic amenity 
(excluding insulation) amongst different tenure groups Table 2.7 
shows that public renters are far more likely to experience a lack of 
basic amenities than owners or private renters. In particular 19 per 
cent of public renters do not have their own laundry. This is of some 
concern as this sector houses those groups most in need. 

Incidence of lack of any 
(excluding insulation), by tenure 

one or more amenities 

N yes no 
% % 

775 4 96 
1900 3 97 
75 12 88 
420 25 75 
156 9 91 
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In poverty 
Sole parents 
Young parents 
Rec. nesb migrants 
Long term unemp 

• 
Report to the Department of Human Services and Health 32 

To examine in more detail the extent of problems among families in 
the non-government sector, the incidence of lack of amenities was • 
calculated for the disadvantaged group families not in public rental 
accommodation. Whilst the proportion of families in the private 
market housing sector lacking basic amenities is small, it is double or 
triple the rate of other families (Table 2.9). For example, comparing 
recent NESB migrants with all other families, the incidence of lack of 
one or more basic amenities was 12 per cent among such families • 
compared with 4 per cent among the comparison group. 

• Lack of any one or more amenities (excluding 
Insulation) among families In non-government* 
dwellings, by disadvantaged group 

Disadvantaged group Comparative group 
N yes no N yes no 

% % % % • 
333 6 94 1133# 3 97 
375 8 92 2800 4 96 

40 15 85 3400 4 96 
133 12 88 3150 4 96 
150 4 96 3400 4 96 

* families not in public housing rental dwellings. • 
# families earning more than 200% plus of the poverty line 

Structural problems 
Turning to dwellings with major structural problems (roofing; 
foundations and stumps; plumbing, sewerage and drainage; wiring; 
and rising damp or rot) 

• 

again the ALSS data confirm that the disadvantaged groups • 
experience disproportionately more housing problems than other 
families. Except for recent NESB migrants, the other specified groups 
are roughly twice as likely as other families to be in dwellings with a 
major structural problem which could impact on family health and 
safety. 

• 
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• In poverty 
Sole parents 
Young parents 
Recent nesb migrants 
Long term unemployed 

• 
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• Table 2.11: 

outright owners • purchaser owners 
private renters 
public renters 
other tenure 
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Major structural problems by disadvantaged group 

Disadvantaged group Comparative group 
N yes no N yes no 

% % % % 

507 15 85 944 9 91 
583 18 82 3212 8 92 
83 18 82 3470 10 90 
200 4 96 3540 10 90 
220 15 85 3656 9 91 

When looked at in terms of tenure, public renters again appear to 
fare poorly when compared with other groups in terms of major 
structural problems with their dwellings. Among the AI.SS families 
interviewed across nine urban areas, twenty-one per cent of public 
renters had a major problem with at least one of the structural 
housing features, compared to 15 per cent of private renters and 8 per 
cent of purchaser owners (Table 2.11). 

Major structural problems by housing tenure 

N yes no 
% % 

686 7 93 
1925 8 92 
340 15 85 
424 21 79 
154 13 87 

The substantial proportions of public and private rental dwellings 
with structural problems that can threaten health and safety should 
be cause for further investigation. The indications that the public 
rental sector has the highest incidence of dwellings with major 
problems with structural features and lacking a basic amenity is an 
important finding and a serious cause for concern. 

If public housing tenants are excluded from the analysis, 
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disadvantaged group families in non-government accommodation 
still tend to be in dwellings with a higher incidence of structural 

• 

problems - particularly young parents and sole parent families - but • 
the association with low income becomes less clear (Table 2.12). 

Table 2.12: Major structural problems among disadvantaged group families In • 
non-government* dwellings. 

Disadvantaged group 

In poverty 
Sole parents 
Young parents 
Recent NESB migrants 
Long term unemployed 

N yes no 
% % 

25 8 92 
60 16 84 
7 13 87 
5 4 96 

15 10 90 

* families not in public housing rental dwellings. 

Comparative group 
N yes no 

% % 
83# 8 92 
213 7 93 
266 8 92 • 
268 9 91 
258 8 92 

# families earning more than 200% plus of the poverty line. 
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Conclusion 

This chapter has documented the incidence of families experiencing 
major problems with non-structural housing features, those living 
without basic amenities and those experiencing major problems with 
structural housing features. 

The ALSS survey of urban families found that, for almost all of the 
non-structural housing features identified, less than 10 per cent of 
families experienced major problems. Similarly, very few families 
lacked basic amenities in their dwelling,with more than 95 per cent 
having mains electricity, town water, hot water and their own 
kitchen. 

In terms of numbers with major repair problems with a structural 
housing feature, across the nine areas between 4 and 12 per cent have 
major problems with one specified aspect . Those families living in 
the typically older housing stock of the inner-urban areas and 
Elizabeth/Munno Para were more likely to experience major 
structural problems, with 18 per cent in Sydney, 16 per cent in 
Melbourne and 14 per cent in Elizabeth/Munno Para experiendng a 
major problem with anyone of the specified structural features. Most 
of the families who experience such problems consider them to be 
serious and feel that they are not in a position to fix them or have 
them fixed. 

While the proportion of dwellings in poor physical condition is 
small in total and widely spread across the urban areas surveyed, 
there are grounds for concern about the concentration of poor 
quality housing among public housing tenants and disadvantaged 
groups like sole parents and families below the poverty line. ALSS 
families comments provide graphiC glimpses of the health, stress, 
financial and safety problems that can arise from poor quality 
housing. 

When social characteristics and housing tenure are examined, 
accommodation in need of major repairs or provision of basic 
amenities appears to be inequitably concentrated on groups with few 
resources - such as public tenants, sole parents, families below the 
poverty line The evidence that public housing tenants are in the 
housing most likely to have major structural problems is particularly 
disturbing, as these families live in the sector established to provide 
shelter to those least able to get decent housing in the private sector, 
and their standards of housing and well-being are directly under the 
control of governments. 
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Housing 
Costs and 
Benefits 

Report to the Department of Human Services and Health 37 

This chapter uses data collected in the Australian Living Standards 
study to identify and attempt to measure the major economic 
benefits and costs of homeownership and the consequences of 
renting versus owning in inner, middle and outer suburbs. It is 
recognised that there are many non-economic aspects which are 
important to individuals and families choosing between tenures or 
struggling to attain the housing they want. 

One recent analysis, for example, identifies a range of meanings 
attached to tenure: 

Distinctions between the meanings can be identified in terms 
of their varying economic, political and cultural nature. 
Meanings such as 'financial security' or 'making money' relate 
to the economic dimension of inequality as they are primarily 
monetarily oriented. Meanings such as 'control' and 'legal 
security' relate to the political dimension of inequality as they 
are primarily concerned with ideal and/ or material 
advantages secured from the state. Meanings such as 'status' 
and 'attachment' relate to the cultural dimension of 
inequality as they relate primarily to phenomena that are 
widely believed to be of high status value." Winter 1994, 82-3 

An examination of the economic costs and benefits of owner 
occupancy seems timely as many of the common beliefs about 
housing tenures are based on the era before financial deregulation 
when homebuyer interest rates were substantially below open 
market borrowing rates, when declines in the value of residential 
property were rare, and when rates of unemployment and the 
separation of parents (sometimes generating financial pressures to 
sell) were much lower than in the 1990's. While community 
attitudes and government social and taxation policies still strongly 
favour homeownership, the question is raised, are some families 
entering into a major financial commitment where the economic 
costs outweigh the benefits? 

The economic benefits that can accrue from homeownership are 
undoubtedly substantial. For example, homeownership has been 
hailed by some observers as a means whereby ordinary families can 
accumulate substantial assets and financial security for old age. In 
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their analysis, capital gains accruing to homeowners reduce the • 
impact of inequalities of labour market earnings and replace old 
social divisions with a division between owners and renters. 

For example in the United Kingdom, Saunders endorses Pahl's 
findings 

For the first time in our history, the majority of our domestic 
properties are owner occupied. The maintenance of property 
values and the possibility of making appreciable capital gains· 
has become a dominant value. A family may gain more from 
the housing market in a few years than would be possible in 
savings from a lifetime of earnings. (Pahl 1975: 291, cited in 
Saunders 1991: 122) 

The labour market, he suggests, is no longer the sole or even key 
determinant of people's life chances. 

This chapter attempts to identify and measure major housing 
benefits and costs in the different study areas. The analysis of costs 
and benefits in this chapter is in three sections. Section 1 sets out 
data collected in each of the 9 urban areas on specific elements of 
housing costs: rents, house prices, rates, insurance. A basis for 
calculating other elements of costs - less regularly incurred, more 
hypothetical - is also set out and estimates are made for individual 
families of the total cost of their housing. Relationships between 
housing costs, incomes and financial difficulties are examined. 
Section 2 sets out the assumptions used to estimate the economic 
benefits received by owners - capital gains and the value of rent 
saved - drawing on data from the Council records of four Melbourne 
municipalities. Section 3 then combines the elements of costs and 
benefits to estimate levels of net 'housing benefits and who is 
receiving them. 

The chapter looks at such questions as: What are the costs of 
homeowners and renters in different areas? Do owners really get 
capital gains or are value increases largely a reflection of inflation 
and owners' improvements? Are capital gains assured for all 
homeowners - or only during certain periods? If some owners get 
less capital gains than others, are there any who actually lose by 
owning; ie where costs exceed benefits? Do all owners get similar net 
benefits, or, if distributed unequally, is there a pattern? 
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Section 1. Housing Costs in the Study Areas. 

The elements of housing costs and benefits discussed in this chapter 
for owner occupiers are: 

Costs 
Interest on loan 
Opportunity cost 
Rates 
Depreciation/ repairs 
Insurance 
Transfer costs 

Benefits 
Rental value 
Capital gains on land 

For renters, weekly rents have been used as the measure of housing 
costs. It is recognised, however, that renting can involve other costs, 
both financial and non-financial eg some homebuyers get loan 
funds for a car, furniture etc as part of their home loan at a lower rate 
of interest than would be charged to a renter for a personal loan. 

Mean and median rents for public and private renters are set out in 
chapter 1. Private market rents provide perhaps the best indication 
of the relative costs of particular areas and dwellings, although they 
reflect both variations in the accommodation available (size, quality, 
type) as well as differences in costs. Because location (and the access 
to services each location provides) affects private market rents, even 
accommodation of the same size, type and quality may cost more in 
one area than another. As differences in rents reflect a mixture of 
cost, location and accommodation characteristics, higher rent areas 
may not be providing larger or better quality accommodation. 

Owner occupiers. 
Table 3.1 shows the monthly mortgage repayments of families 
buying their first home and those paying off a second or subsequent 
home. While median mortgage repayments were generally at similar 
weekly levels to private rents, several issues need to be examined in 
order to provide a sound basis for comparison between buyers and 
renters. 

On the one hand, monthly housing loan repayments generally 
include some repayment of principal as well as interest. For many 
purposes mortgage repayments need to be separated into current 
costs and transfer costs. Mortgage payments generally contain an 
element of payment for the cost of finance (interest on the loan) plus 
a component for purchase of an asset. Expenditure to increase equity 
is more akin to saving than costs, particularly as many households 
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Table 3.1: 

Berwick 
Box Hill 
Melbourne 
Werribee 
Elizabeth/MP 
Campbelltown 
Penrith 
Ryde 
South Sydney 
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choose to payoff a loan more quickly than required by the lender. As 
the interest cost and asset transfer components of repayments vary 
greatly between households (eg both because they vary over the life 
of the loan and because some people choose to repay the loan more 
quickly than others), it is particularly important to control for these 
separate elements. 

On the other hand, the owner's payment of interest on borrowed 
money is only one of the costs of homeownership. The discussion 
below identifies and tries to quantify a number of other housing costs 
such as rates and repairs. 

Table 3.1 also provides information on average repayments by 
homebuyers (excluding outright owners) and the numbers of first 
and second home buyers in the sample in each area. While the ratio 
of first to subsequent buyers is higher in the outer areas than in 
South Sydney, Ryde, Melbourne and Box Hill, there are nonetheless 
substantial numbers of families in the outer suburbs who are second 
homebuyers. 

Monthly mortgage repayments, 
1 st & 2nd homebuyers 

Second 
or subsequent buyers First home buyers 

N= mean median N= mean median 
129 764 700 155 670 600 
136 919 700 152 710 605 
76 1022 777 62 752 640 
111 648 600 175 569 520 
85 542 480 126 427 416 
82 716 700 167 659 650 
87 772 732 171 697 640 
93 912 800 83 858 800 
66 1048 830 58 925 858 

Because the level of mortgage repayments are affected by a range of 
factors - including initial size of deposit, length of loan, extra 

• 

• 

• 

• 

• 

• 

• 

payments to payoff the loan more quickly - they are not a good • 
indicator of the relative cost of purchase in different areas. 

The price of dwellings sold on the open market or owners' estimates 
of the current market value of their dwellings provide a better 
indicator of house purchase costs than repayment levels. Table 3.2 
looks at the estimates made by owner occupier respondents of the 
market value of their homes, providing an indication of the median • 
cost of a dwelling in each area and a dwelling in the bottom quartile. 
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A diversity of values is indicated not only between areas (Elizabeth 
compared with Ryde) but also within areas, indicating that, for the 
same money, buyers can choose between areas but may have to 
adjust the quality or size of the dwelling they purchase. 

TABLE 3.2: Market value of owner occupied dwellings. 
Buyers Outright owners 
$'000 $'000 $'000 $'000 

N= 25%* Median N= 25%* Median 
Berwick 282 100 120 73 125 160 
Box Hill 288 141 170 131 150 180 
Melbourne 141 145 190 67 170 250 
Werribee 280 100 115 100 110 120 
ElizabethlM P 213 60 70 32 60 70 
Campbelltown 249 120 135 56 133 156 
Penrith 258 125 140 68 125 140 
Ryde 176 200 240 97 200 250 
South Sydney 125 175 200 55 180 220 

* If dwellings are ranked from lowest value to highest value, the 25 % quartile shows the value of the 
dwelling which has 75 % of dwellings of higher value. 

Table 3.3: 

Melbourne 
Ryde 
South Sydney 

The higher market values of dwellings occupied by outright owners 
also suggests that they are living in bigger or better quality dwellings 
than buyers. 

Type of dwelling is another factor affecting the price a prospective 
buyer would pay to live in a particular area (see Table 3.3). While 
some of the differences between house and flat prices reflect 
differences in size and quality, social and cultural attitudes to flats 
can mean that relative prices do not accurately reflect the relative 
shelter services provided. Because there were few families in the 
ALSS survey who were owner occupiers living in flats table 3.3 
shows only the three areas where they were most frequent. 

Value of owner occupied houses and flats 
Owner-occupied flats Owner-occupied houses 

No 
15 
24 
11 

$'000 $'000 $'000 $'000 
Mean median No Mean median 
192 190 197 248 200 
171 170 253 264 250 
191 180 170 248 210 

Figure 3.1 illustrates, however, that there can be enormous diversity 
around the average dwelling value. It sets out each owner's 
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estimates of current market value in two of the A15S study areas -
Campbelltown and Melbourne. Levels of current market value are 
shown along the vertical axis, each pOint on the horizontal axis 
represents an individual owner-occupier. 
In both Melbourne and Campbelltown (and in other areas where the 
distribution of dwelling prices has been examined See U'Ren, 1991 
and Travers Morgan 1993) there was a wide range of dwelling values, 
suggesting that in these areas there is no accurate single figure on the 
cost of a house - there would appear to be a wide range, depending on 
quality, size, type, location etc. 

The broad range of dwelling values in many areas also suggests that 
there is substantial capacity for even lower price purchasers to locate 
in the area they want by buying or renting at the low end of the 
range. However, dwellings which are available at prices below the 
area average are generally smaller or of poorer quality, so low 
income families are often faced with difficult trade offs between cost 
and the location, size, or quality of their accommodation. 
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Figure 3.1: Market value of dwellings in Campbelltown and Melbourne. 
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Housing costs and affordability. 

One of the features of a private market allocation of housing for 
rental or purchase is that those with higher incomes (or assets) have 
more purchasing power than those with fewer economic resources, 
and (perhaps particularly with allocation by auction) can generally 
secure the best quality accommodation. One way in which low 
income families can try to avoid poor quality housing is to increase 
the amount they spend on rent or mortgage payments. As discussed 
in chapter two, the condition of dwellings in the survey can vary 
widely, and those with little income may be faced with a choice 
between poor quality or spending more to get something better. 

The relationship between rent and housing quality is examined in 
Figure 3.2 for ALSS families in private rental accommodation. It 
shows the rents being paid at the time of the survey and the number 
of dwellings with major problems with damp, leaking roof, stumps, 
wiring or plumbing. Those paying less rent are more likely to have 
major problems but dwellings with one or more of these problems 
are by no means confined to the low end of the private rental 
market. 

Rent per week and number of major structural 
problems with dwelling. 

I 
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However, families which spend more on rent (or on house 
purchase) can find they have financial and other problems because of 
their financial commitments to housing. Housing stress can result 
from spending so much on housing that insufficient income is 
available for other family needs. 

There has been considerable debate about how much families can 
. afford to spend on housing and on the extent to which the housing 
market provides low income families with a choice on how much 
they spend on housing. While some families may have sought to 
minimise their housing costs others, in pursuit of the 'Australian 
dream' want to get the best house they think they can afford, and 
choose to spend a large amount of their income on housing. It is 
recognised that the choice available will be affected not only by 
family income but also the extent of search in terms of area 
(geography) and time (how long were they able/willing to spend 
looking). 

Discussion on affordability generally involves one of two main 
approaches - those who maintain that families can afford to spend a 
specified percentage of their income on housing (eg 25 per cent of 
their income) and those who claim that the critical measure is the 
amount of income left after expenditure on housing (ie that 
hardship arises when the amount of income left after housing falls 
below a specified level). The second, "poverty line after housing 
approach", implies that families can spend a high proportion of their 
income on housing provided the amount left over is adequate to 
meet a family's other needs. 

The National Housing Strategy broadly adopted a percentage of 
income definition of affordability - although there is implicit 
recdgnition that the amount left after housing costs is also 
important. 

Households can be said to afford their housing costs if those 
costs do not extract an unreasonable share of the household 
budget, leaving the household with sufficient income to meet 
other needs such as food, clothing, transport, medical care, 
education etc." (NHS 1991: 3) 

The NHS outlines a number of measures of affordability used in 
Australian and overseas housing programmes and concludes: 

The definition of housing stress adopted by the 
National Housing Strategy is based on the proportion 
of income paid for housing by income units in the 
lowest 40 per cent of the income distribution range. If 
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more than 30 per cent of income is spent on housing 
by these units, they are considered to be in housing 
stress.... For people on low incomes who spend a 
considerable period of time in private rental, 30 per 
cent could be too high and 25 per cent may be a more 
reasonable measure of housing stress." (NHS 1991: 7) 

An alternative means of assessing affordability is that used by the 
Henderson poverty inquiry - the amount of income left after paying 
for housingl. 

As discussed in detail in Whiteford (1985), the Henderson approach 
has a definition of needs which varies by family size. As set out in 
table 3.4, the assumptions about the income needed by different 
sized families and the amount needed for non-housing expenses 
results in definitions of "affordable" housing which generally 
represent less than 25 per cent of the income of families in poverty 
(although not for small families). 

Table 3.4: Henderson poverty line 
and the amount allowed for housing, June 1991 

Single person 
Single parent + 1 
Single parent + 2 
Single parent+ 3 
Single parent + 4 

Couple 
Couple +1 
Couple + 2 
Couple + 3 
Couple + 4 
Couple + 5 

Henderson 
labour force HOUSING COSTS 
poverty line $pw % 

184.7 60.4 32.7 
237.1 66.4 28.0 
287.0 72.4 25.2 
336.9 78.4 23.3 
386.8 84.4 21.8 

247.0 66.3 26.8 
296.9 72.3 24.4 
346.9 78.4 22.6 
396.8 84.4 21.3 
446.7 90.9 20.3 
494.1 96.8 19.6 

1 The Henderson poverty enquiry's definition of housing costs included rent 
and, for owner occupiers, included mortgage payments, land, water and 
sewerage rates but no allowance for insurance or repairs. Commission of 
Inquiry into Poverty (Henderson Report) 1975, Main Report AGPS Canberra, 
p353 
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A couple with two children, for example, cannot afford to spend 
more than 22.6 per cent of their income on housing if the family 
income before housing is equal to the poverty line. If that poverty 
line family spent more than $78 per week on housing (in June 1991) 
it would have less than the $268 it needs for other expenses. 

Figure 3.3 illustrates the difference between the two approaches at 
low income levels, showing how assumptions about "affordable" 
expenditure on housing translate into weekly amounts for selected 
family types. The Henderson amounts for housing are for families 
with an income equal to the poverty line at June 1991. The NHS 
amounts are 25 per cent and 30 per cent of these incomes and 
represent much larger expenditures on housing and, in consequence, 
much smaller amounts available for other needs, particularly in 
larger families. 

Henderson and National Housing Strategy 
benchmarks, $ pw June 1991. 
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At higher income levels, it is assumed that families can spend more • 
on housing. Expenditure on housing is affordable so long as housing 
costs do not result in the family being below the after housing 
poverty line. 

Therefore, although the Henderson methodology estimates that 
families in poverty, particularly large families, can afford less than 25 • 
% of their income for housing, at higher income levels it implies 
that families can spend more than 25 or even 30 % of their income 
on housing without experiencing hardship. Figure 3.4 shows, for a 
couple with two children, how the Henderson methodology permits 
much higher amounts for housing than the NHS at higher income 
levels. 

If income for the couple with two children were $100 a week higher 
than the poverty line, for example, housing costs could also be $100 
more than the amount allowed without the family being in poverty 
on an after housing basis. On these assumptions, the couple with 
two children could spend up to $178 per week on housing out of an 

• 

income of $447 per week without being in financial stress on the • 
Henderson after housing poverty measure. ie could spend up to 40 
per cent of their income on housing. Higher income families, on 
these assumptions, could spend even higher proportions on 
housing. 

Figure 3.4: Relationship between housing expenditure 
and income, NHS & Henderson assumptions. 
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The Henderson poverty line assumptions are frequently used to 
assess the impact of housing costs on poverty. The AIHW, for 
example, using ABS income survey data for 1990 found that the 
proportion of income units in poverty was 13.8 % before housing 
and 13.0% after housing costs are taken into account (AIHW 1993, 
62). Aggregate figures of this sort, however, can hide important 
differences between income and tenure groups. 

In this study, the proportion of households below the poverty line 
was found to increase from 18.0 % to 19.8 % when housing costs were 
taken into account. Three aspects of housing costs and poverty status 
were examined in more detail. 

Changes in relationship to poverty line. 
In interpreting the impact of housing costs on families in poverty, 
however, the difference between the proportion in poverty before 
housing and the proportion in poverty after housing provides 
limited insights as it is a net figure. A zero or small difference 
between the two measures can mask large "flows" into poverty (eg 
among buyers) and out of poverty (eg among outright owners) with 
the two flows offsetting each other in aggregate. In addition to the 
aggregate figures of proportions in poverty, the analysis of A15S 
families thus looked at changes in poverty status associated with 
housing costs - to see the "flows" into and out of poverty as a result 
of housing expenditures. 

Families in poverty after housing include some families with 
incomes well above the poverty line but spending very large 
proportions of their income on housing. In the AlSS sample, 11 % 
of those who were in poverty or marginally poor after housing had 
incomes before housing more than 150 % of the poverty line. 
Families on high incomes who spend a lot on housing would seem 
to have a lot more capacity than lower income families to determine 
what level of housing payments they prefer. Their position thus 
seems different to families in poverty. Families with incomes before 
housing 150 % or more of the before housing poverty line, were thus 
excluded from the analysis. The self employed were excluded also on 
the grounds that their incomes often do not accurately represent 
their economic resources. 
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Table 3.5: Impact of housing costs on low income families* 

% N= 
No change 
Poor before and after housing 27 344 
100 - 120 % before & after 6 81 
120-150 % before and after 12 145 
Better off 
In poverty before, above poverty after 14 175 
100-120 % before, >120 % after 8 101 
120-150 % before, >150 % after 9 107 
Worse off 
100-120 % before, poor after 10 127 
120-150 before, below 120 % after 14 177 

Total 100 1257 

* families with current income less than 150 % of the Henderson poverty line. 

Table 3.5 shows the impact of housing costs on the relationship to 
the poverty line of low income families in the ALSS study. It 
identifies the changes in poverty status of families with incomes less 
than 150 % of the poverty line when housing costs (as defined in the 
Henderson methodology) are taken into account. 

The largest group of low income families are those whose poverty 
status (in these broad groups) is unchanged when housing costs are 
taken into account ie most of those in poverty after housing were 
already in poverty before housing, those in the 120 - 150 % group 
after housing were in the same group before housing, etc. (Although 
in the same groups, their position within the group may have 
improved or deteriorated.) 

For those families whose poverty status did not change, the 
situation after housing had more to do with their initial income 
than with how much they were spending on housing. 

Among the low income families (<150 % ) whose poverty status 
changes when housing costs were taken into account, the numbers 
whose status improved exceeded those who were worse off on an 
after housing basis (table 3.5 ). 

However, because the pattern among tenure groups is very different, 
the numbers moving in each direction largely depend on the 
numbers of outright owners, Ministry of housing tenants, buyers 
and private renters. As set out in table 3.6 among low income 
families, 65 percent of the low income outright owner families 
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Table 3.6: 

No change 
Better off 
Worse off 
Total % 

N= 
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improved their poverty status when housing costs were taken into 
account and 40 % of Ministry of Housing tenants were also better off 
on an after housing basis. 

Low income buyers and private renters, in contrast, were much 
more likely to be worse off on an after housing basis - with 40 % of 
the low income buyers being in a lower category once housing costs 
were taken into account. 

Impact of housing costs on low income families*, 
by tenure. 

Owner 
26 

65 
9 
100 
199 

Buyer 
45 
15 
40 

100 
498 

RENTERS 
Public 
48 
40 
11 

100 
348 

Private 
48 
23 
29 
100 
162 

* <150 % of before housing poverty line. 

Repayments of principal by buyers. 
Among low income groups, buyers are the group whose poverty 
status deteriorates most when the costs of mortgage and rates are 
taken into account. A second aspect of the analysiS undertaken here 
was to identify two aspects of housing costs - relating to the 
repayment of principal by families buying their dwelling. 

The first measure, following Henderson, counts rent, mortgage 
repayments and rates as housing costs. The second measure 
excludes repayments of principal from housing costs ie housing costs 
include rent, rates and interest on the amount owed instead of the 
full mortgage repayment. 

This second measure recognises that the repayment of principal by 
homebuyers is a form of saving and that many families are paying in 
mortgage much more than just interest. 

Similar calculations to those in table 3.6 were undertaken for buyers 
but with housing costs being defined as interest on the amount owed 
(imputed at 13 %) plus rates. If low income buyers were paying 
interest and rates only, how many would still have little income left 
for other needs? 

When (estimated) expenditure on principal is excluded, the 
proportion of low income buyers whose poverty status is worse off 
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after housing drops from 40 % (table 3.6) to 32 %. For 49 % of buyers 
there was no change in their poverty group while the position of the 
remaining 19 % of low income buyers improved on an after housing 
basis. 

In policy terms, this second measure suggests that there could be 
modest reductions in hardship if all borrowers with low incomes (eg 
those who have become unemployed) were able to reduce their 
payments to a level which only covered interest on their loan. 

Assessing the affordability benchmarks. 

These measures of affordability imply that those spending more than 
they can afford on housing are likely to have financial problems of 
some sort. To assess the relationship between "high" housing 
expenditures and financial problems a measure of financial problems 
was developed from answers given by families in the survey to 17 
questions about shortages of money in the last 12 months - got 
material help from a welfare agency, couldn't pay school fees, 
couldn't service or repair car etc.2 

This variable, number of financial difficulties, was found to be 
correlated (.28) with current equivalent income (adjusted for family 
size), and significant at .01 level. (The correlation is based on 
unweighted data, however, so the figures are indicative only). 

Figure3.5 displays the number of financial problems experienced by 
62 families with incomes less than 120% of the poverty line who 
were owner occupiers in Berwick and the proportion of their 
incomes being spent on housing. 

It presents a mixed picture of the relationship between proportion on 
housing and financial problems, with the number of problems 
increasing sharply when housing was between 25 to 40 % of income 
but, unexpectedly, appeari;ng to fall between approximately 40 and 50 
% of income. 

2 qn 131, second questionnaire. 
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% of Income on mortgage repayments 
and number of financial problems. 

% of incomeon mortgagerepayments 
and nu mberof financialproblems 

Berwick owner occupiers below 120% of poverty line 
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To explore the relationship more systematically the total sample 
populations for all areas were combined and then separate 
correlations run for renters and buyers for each of 5 income groups 
(below the poverty line, 100-120%, 120-150 %, 150-200, 200+). The 
analysis again excluded the self-employed. 

In only 3 of the 10 correlations was there a significant relationship (at 
.05 level) between financial difficulties and % of income spent on 
mortgage or rent. % spent on mortgage was found to be significantly 
correlated with financial difficulties only for the 3 groups with 
incomes above 120 % of the poverty line. For one of the groups of 
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renters was there a significant relationship between % spent on rent 
and financial difficulties. 

The NHS indicator of affordability, as assessed on this basis (modified 
to look at income after allowing for family size), was not a good 
indicator of those families likely to have the financial problems 
examined in the survey. 

The Henderson poverty after housing measure was also examined, 
correlating the number of financial problems against the number of 
dollars by which families were below or above the after housing 
poverty line (relevant to that family). 

Poverty after housing costs was significantly correlated (probability 
.0001 ) with financial difficulties experienced by families, with 
correlations (on the total unweighted sample) of .33 and .29 
respectively. The more families income after housing was below the 
after housing poverty line the greater the probability that they would 
have experienced one or more financial problems in the previous 12 
months. 

The relationship lends some support to the Henderson after housing 
poverty gap as a benchmark of family financial hardship. It should 
be noted however, that the association could reflect the influence of 
other factors. For example, there is a high correlation (.94) of the 
after housing measure with income, so lack of income would seem 
to play a major role in both financial difficulties and low income 
after housing. 

A better understanding of what families believe are affordable levels 
of housing costs is important in policy terms as there are social 
pressures and economic incentives encouraging families to "choose" 
to devote large amounts of their income to rent or buy expensive 
accommodation. If these incentives are a strong influence on family 
behaviour, measures to reduce the cost of housing result in families 
purchasing more housing rather than reducing their expenditure. 
Future research on this issue could examine the context in which 
families made their decisions on how much to spend on housing: 
what accommodation options were available to families at the time, 
their economic resources, and their attitudes to high repayments, the 
risk of increased interest rates, etc. 

Annual and irregular costs of homeownership. 
In addition to the costs of rent, repayments and rates recognised in 
the Henderson methodology, a number of other housing costs can be 
identified which can be postponed in the short term but accrue to 
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someone eventually - eg expenditure needed to cover risk or to 
prevent dwellings deteriorating in quality. These are real housing 
costs to SOciety (the housing stock deteriorates), even if owners do 
not actually undertake the expenditure or do so irregularly and need 
to be taken into account in any overall examination of housing costs 
and benefits. 

Table 3.7 provides an indication of some of the annual costs of rates 
and insurance faced by owners and buyers in different areas. 

Table 3.7: Average Council & water rates & insurance, $pa 

Council rates Water/sewerage House insurance 
Berwick 
Box Hill 
Melbourne 
Werribee 
ElizabethlMunno Para 
Campbelltown 
Penrith 
Ryde 
South Sydney 

617 349 198 
634 543 245 
657 606 291 
703 444 191 
502 312 190 
628 492 235 
548 482 232 
634 559 236 
529 510 381 

There are also a number of other costs which occur less regularly or 
which go on accruing as wear and obsolescence. Although the land 
on which the dwelling is built is not subject to wear and tear, the 
buildings and gardens deteriorate and become obsolete unless 
periodically repaired and renovated. Annual repair costs of around 2 
to 3 per cent (of the value of the improvements) are generally 
recognised as part of the cost of ownership. 

At the same time, owners and buyers are foregoing interest on the 
value of their capital tied up in the property. The interest which 
could be earned on this capital is known as "income foregone" and 
while it may not be perceived as such by homeowners, it should be 
part of a full assessment of the costs of homeownership. 

While the opportunity cost on the capital tied up in their dwelling 
does not involve cash outlays in the same way as rates and interest 
payments, opportunity costs are nonetheless part of the cost of 
homeownership. Owners in financial difficulty are likely to estimate 
how much their equity in their house is worth and what it is costing 
them in interest foregone. If unemployment or other changes in 
financial circumstances cause families to reexamine their 
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expenditure priorities, it may be decided that the cost of continued • 
homeownership is too high, that the house will be sold and the 
family either repurchase a cheaper dwelling or rent. In this way the 
opportunity cost associated with the value of equity in the home can 
be converted (after meeting transfer costs) into increased family 
income. 

Transfer costs - stamp duty, agent and legal fees etc - are a further cost 
of homeownership. King states that transaction costs at purchase 
amount to approximately 4 % of purchase price, with additional 
transaction costs of 2% upon sale of the property (King, 1987,290). 
The Victorian Ministry of Planning has estimated transfer costs at 4.8 
per cent of property value and this figure, spread over ten years, has 
been used in the calculations below. 
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Section 2. Economic benefits from homeownership. 

Against these costs, however, there are undoubtedly economic and 
social benefits of homeownership. Saunders, for example, writes 
that in England, through capital gains on their homes, 

millions of people have accumulated a substantial amount of 
wealth from their participation in the housing market" and 
"a family may gain more from the housing market in a few 
years than would be possible in savings from a lifetime of 
earnings. (Saunders 1991: 2-3) 

Closer to home, Yates points out that increases in asset values 
increase the economic resources of owners relative to those without 
assets and extend the range of options available to them. 

The question of whether or not increases in the value of 
owner occupied dwellings contribute to the well being of 
owners in any absolute sense may be controversial; owners 
consume no more housing services than before any increase 
in housing wealth. The question of whether or not these 
increases contribute to the relative well-being of owners, 
however, is incontrovertible. Owners of dwellings which 
have maintained or increased their relative value experience 
no restraints on their housing choices as a result of house 
price inflation. However, those whose housing wealth is tied 
up in dwellings which have not kept pace with the general 
level of house price inflation and those who have no housing 
wealth, do not have these options open to them. To the 
extent that well-being is measured by the command that 
households have over resources, such households are 
relatively disadvantaged. (Yates 1991: vi) 

ACOSS maintains that the current tax arrangements say "Buy as 
much space as you can possibly afford because there simply is not a 
better deal in town". (ACOSS 1992: 131) 

These conclusions are not without critics (Kirwan, Duncan, Thorns, 
Berry, Winter) who have pointed to empirical, analysis and 
interpretation problems. Kirwan (1992: 131) for example, has stated 
that the real long term rate of return on private housing was 
probably around 2 per cent and that there was thus "not a great tax 
grab to be had". In his view much of the increase in home values 
comes from inflation and home improvements. 
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Duncan identifies a number of measurement problems and pOints 
out that these assessments are generally based on average data rather 
than the outcomes for specific families. 

There are also problems with using aggregate and average 
estimates when it is individual households, with particular 
housing histories and living in different local housing 
markets who actually make house price gains - or suffer 
losses. (Duncan 1990: 205) 

On the need for better data at a unit record level, there seems general 
agreement Irrespective of their varying conclusions and 
methodologies, the basic problem of all these studies is that they are 
based on aggregate data. The best they can offer is an analysis of how 
a mythical 'average' buyer might have fared over a given period, but 
they have no idea how real households have actually fared for they 
have no information on individual budgets and housing histories. 
(Saunders 1991: 125) 

Data collected in the AIFS Living Standards survey and from local 
Council records provides some empirical Australian evidence at the 
level of the individual family on the extent to which owner occupier 
families and owners of rental property have benefited from capital 
gains. 

Changes in property values. 
Those who bought in the second part of the 1980's or who were 
trying to save to buy a house or flat are bound to have noticed the 
sharp increases in the prices of dwellings sold at auction or privately. 
Some academics, and many owners, regard all increases in their 
dwellings value as capital gains. Dupuis, for example, describes 
capital gains as "eqUivalent to house price inflation: the increase in a 
house's value over time" (Dupuis 1992: 28) 

If inflation and owners' improvements are ignored, most owners 
feel that their dwelling has increased substantially in value since 
purchase and brought them large financial benefits. For example, 
there were 404 Box Hill families who were owner occupiers and 
provided AIFS with information about the amount paid for their 
dwelling and their estimate of its 'current' market value (in 1991). 

While there were a number (just under 10 %) who said that their 
dwelling was worth the same or less than they had paid for it, the 
great bulk of families believed that their dwellings had increased 
substantially in dollar terms in the period since purchase. 
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Other studies indicate that owners estimates of value are likely to be 
a reasonable guide to market values in most instances. Yates (1991: 
51) reviews research on the consistency between owners estimates of 
current market value, independent valuations and sales prices. 
Yates concludes that 

at an aggregate level, respondents' estimates of their own 
house values when averaged are likely to provide an 
assessment of average value which differs by no more than 3 
per cent of the average value provided by independent 
assessments of market value." (Yates 1991: 51) 

In a Melbourne study, Wulff (1990) found that while individual 
estimates often varied substantially from valuations, over 30 per cent 
of owners made estimates within $5000 (approximately 5%) of 
valuations and two thirds were within $15000 of valuation. 

To assess the contribution of housing to a family's real assets several 
steps are needed. Firstly, some account must be taken of inflation as 
its effect may be to actually erode the real value of assets. Figure 3.7 
uses the CPI to adjust Valuer General's data on property sales in the 4 
Melbourne ALSS areas. 

Median sale prices in four Melbourne areas, 
1974·1991 

Median dwelling prices • CPI adjusted TO $' 1 
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Table 3.8: 

area 

Berwick 
Box Hill 
Melbourne 
Werribee 
Elizabeth 
Campbelltown 
Penrith 
Ryde 
South Sydney 
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Figure 3.6 shows that real dwelling prices are subject to substantial 
fluctuations from one year to another, and suggests that any averages 
over time will be influenced by the time period chosen. As one 
report points out: 

such is the strength of the cyclical volatility in house prices 
that even over long time frames the period chosen for 
analysis can have a large impact on the result. For example, 
taking the ten year period 1979-89 (from cyclical low to cyclical 
high) yields an average increase in median house prices of 4.7 
% per annum (in real terms). Contrasted with this the ten 
year period from 1973-83 (from cyclical high to cyclical low) 
yields an average change in median house prices of -1.6 % pa 
in real terms. (Department of Planning and Housing 1992: 59) 

In the analysis which follows of capital gains in the four study areas, 
valuations are used for the years 1982, 1986 and 1990. Figure 3.6 
above shows how these years relate to the peak of the housing boom 
in the late 1980's and the similarities in the cycles in the four areas. 

A second major factor in distinguishing between increases in 
property prices and capital gains is to recognise that an increase in a 
dwelling's value may reflect the owner's expenditure on 
improvements. The expenditure of money and effort by owners on 
their property may partly or fully explain an increase in its real 

• 

• 

• 

• 

• 

market value. Particularly where areas are in the process of • 
"gentrification" (substantial expenditures on run down properties to 
improve their size or quality, often associated with a change in the 
socio-economic status of owners and/or areas), there is a need to try 
to control for the impact of quality changes on values. 

Proportion of owner occupier householders who 
have undertaken major Improvements to their dwelling. 

Number of major improvements 
o 1 2 3 4+ 
47 36 10 5 2 
27 16 15 16 25 
36 14 12 15 23 
37 39 14 7 3 
35 39 14 6 6 
41 33 13 9 4 
37 29 16 11 6 
33 17 16 15 19 
34 12 16 15 23 

Total 
100 
100 
100 
100 
100 
100 
100 
100 
100 

N= 
366 
432 
215 
407 
254 
313 
334 
281 
185 
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Evidence that owners often incur substantial expenditure to improve 
their property comes from ALSS information provided by 
respondents (table 3.8). . 

Even in relatively new areas like Berwick over half of the owners 
and buyers had made major improvements to their property since 
they had purchased it - eg building a garage or carport, renovating the 
kitchen, putting in an in ground pool. 

Duncan makes a distinction between nominal, real and what he calls 
"pure" house prices: 

the whole debate is bedevilled by measurement problems. 
Often house prices are not even adjusted for inflation. In 
addition, house price changes should ideally be measured in 
real (constant) price terms for unit housing of uniform quality 
and quantity. Nearly always, however, price measures are 
based on the average annual figures even though the average 
house is constantly changing in quality and quantity. (Duncan 
1990:196) 

As one US study notes: 
The stock of residential dwellings in any metropolitan area is 
constantly in a state of flux. While many owners continuously 
reinvest enough in their properties to maintain them at their 
current quality levels, others do not. . .. Yet in the same urban 
housing market there are undoubtedly other. owners who are 
engaged in activities that serve to upgrade the quality of their 
dwellings. Mechanical systems may be modernised or augmented; 
more rooms may be created or added, with or without additional 
size; special features like swimming pools, garages, or enclosed 
porches may be built; interior and exterior features may be 
remodelled (Rothenberg 1991: 222) 

Property price increases versus capital gains. 

To control for inflation and changes in the value of improvements 
in this analysis, data was adjusted to 1991 values using the CPI and 
efforts were made to distinguish between changes in property values 
and changes in land values. 

One potential method for controlling for changes in improvements 
that used by Badcock, 1992, who examined changes in the value of 
the housing stock in Adelaide using ABS data on alterations and 
additions. 
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However, the data available on alterations and additions was of 
limited assistance as, apart from under-estimates associated with 
owners failing to seek Council approval for their expenditure, there 
are many changes which owners make to a dwelling and its grounds 
that involve effort rather than substantial expenditures: 

Unfortunately official statistics on alterations and additions 
underestimate the value of such work done partly because 
"imp rovers" have an incentive to understate the value of 
their work to local councils and partly because low cost work 
does not require planning approval. Seek (981) estimated 
that official statistics underestimated the total value of 
alterations and additions by at least SO per cent. 

Figures are available from ABS on expenditure on alterations and 
additions and they suggest that the sums involved are substantial, 
that the average amounts differ substantially between areas, and that 
areas of high expenditure are correlated with areas of higher rates of 
increase in property prices. However, ABS data on improvements 
are only available at an LGA level, not for individual dwellings. 

A second approach was therefore adopted to try to exclude the effect 
of changes in the value of improvements from estimates of levels of 
capital gains. This involved separating property values into land 
values and improvement values and defining capital gains as -
increases in the value of the land. While changes in the value of a 
property (house and land) will be affected by the owners renovations, 
failure to maintain etc, changes in the value of the land will mostly 
reflect the positive or negative effects of nearby developments -
construction of other dwellings, shops, health centres, increasing 
levels of traffic etc. Data was sought to assist analysis of changes in 
the value of the land. 

In Sydney, the Valuer General publishes data on the estimated land 
value of residential (cottage) sites in different suburbs. Figure 3.7 
uses the CPI to adjust the published figures for inflation and the 
grouping of suburbs used by the Valuer General to provide an 
indication of capital gains in Sydney's inner, middle and outer 
suburbs since 1980. (Middle and outer suburbs are defined in terms of 
distance from the CBD: 6-25 km and 25 km and over respectively.) 
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Figure 3.7: Land values, Sydney 1980 - 1992 
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In Melbourne it was possible to make use of Local Government 
valuation records which assess the value of the land separately from 
the value of the total property. Information was extracted for the 
specific properties where families had been interviewed in the 
Living Standards study, but only in Berwick, Box Hill, Melbourne 
and Werribee. Trained valuers in each of these areas assess site and 
improved values each four years, using sale prices as a guide to 
market values3. Valuations are used for the determination of the 
rates incurred by owners and valuations are subject to appeal. 

Information from Council records was then matched for each 
household with the information provided by the families in the 
survey. 

3 Berwick and Werribee base their rates on Net Annual Value (calculated as 5% 
of Capital Improved Value); Melbourne and Box Hill base their rates on Site 
Value. The latest valuations relate to estimated market values in June 1990. 

Urban Housing Report 



Report to the Department of Human Services and Health 64 

Council valuations are done every four years so the land value in 
the specific year of purchase is not always available. Further, to avoid 
the effects of different average durations of residence, the same time 
period was used for the survey dwellings in each area, whether or 
not the interviewed families were the occupants at the start of the 
period. 

Council valuations for Werribee show that between 1982 and 1990 
the value of land of most of the ALSS dwellings increased (after 
allowing for inflation) by $20,000 to $30,000, although a small 
number had real capital gains of more than $40,000 over this period. 

Were capital gains randomly distributed among homeowners, as 
Saunders suggests occurs in England? The question of the 
distribution of housing benefits is addressed more fully below, where 
the social and economic characteristics of the big 'winners' are 
examined after attempting to include all housing costs and benefits. 

A comparison of the size of capital gains across the four areas 
indicates that while most owners in Berwick and Werribee had real 
gains between $20,000 and $30,000 over the 8 year period, most of 
those in Box Hill and Melbourne had gains of $40,000 or more. 

While absolute gains were generally higher for more valuable land, 
percentage increases were not necessarily higher in the inner areas or 
for more valuable land. 

Table 3.9 summarises capital gains findings for the period 1982-1990 
and provides similar measures for the period 1986-90. In both 
periods owners in Melbourne and Box Hill gained roughly double 
the amounts of those in Werribee and Berwick. 

Table 3.9: Real capital gains, 4 Melbourne suburbs 
(SV change in 1991$) 

Capital gains 1982-1990 pa 
$'000 $'000 N= 

Berwick 29.66 3.71 59 
Werribee 27.67 3.46 422 
Box Hill 60.56 7.57 157 
Melbourne 68.15 8.52 257 

Capital gains 1986-1990 
Berwick 17.39 4.35 403 
Werribee 15.20 3.80 475 
Box Hill 26.64 6.66 211 
Melbourne 44.84 11.21 260 
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The larger capital gains in inner city areas presented above is 
consistent with findings from the Travers Morgan study of property 
prices in Sydney, Melbourne and Adelaide: " ... since the mid-1970's, 
there has been a strong relationship between house price increases 
and proximity to the city in each city." Travers Morgan, 1991, ill 

Their study also notes that high priced areas experienced significantly 
greater price appreciation than low priced areas. The question 
remains, however, of what determines the levels of capital gains in 
existing built-up areas. 

The rental value of owner occupied housing. 
An oft cited benefit of home ownership is that owner-occupiers do 
not have to pay rent. However, direct measures of the rental value 
of owner-occupied properties are difficult to obtain as most owner
occupiers have neither thought about its rental value nor sought an 
assessment from those with some knowledge of the market (agents 
etc). 

The rental value of each owner-occupied dwelling in the ALSS 
survey was calculated using the rents paid by families in private 
rental accommodation. As described more fully in Appendix 3, a 
least squares regression was run for each area, relating rent paid to 
the value of the land and the dwelling. 

For Berwick rents were 7.56 % of dwelling value + 7.53 % of land 
value, 
For Box Hill rents were 7.36 % of dwelling value + 5.87 % of land 

value. 
For Melbourne rents were 7.42 % of dwelling value + 3.37 % of land 
value. 
For Werribee rents were 5.24 % of dwelling value + 11.21 % of land 
value. 

The formula for each area was then used to calculate the rental value 
of each owner occupied dwelling. By expressing rent as a proportion 
of dwelling value and land value, allowance is made for owner
occupier families generally being in dwellings of higher value than 
private renters. 
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Section 3: Comparing costs and benefits. 

If many owners and investors made substantial capital gains during 
the 1980's, does this mean that homeownership provides substantial 
net benefits to owner occupiers even in periods of high interest 
rates? To examine this question an attempt was made to compare 
the costs and benefits associated with homeownership for the 
individual families in the study. 

The major benefits estimated were capital gains and the rent saved by 
living in your own home. These benefits were compared with the 
costs of interest, opportunity cost on equity, rates, repairs and 
depreciation, insurance and transfer costs. The aim was to assess the 
financial impact of homeownership on the families in the survey by 
examining all their housing costs and benefits. Information collected 
from householders was supplemented by estimates of a number of 
items - such as the rental value of the owner occupied home. Costs 
and benefits were expressed in annual terms although several are 
averages of longer periods to reduce the influence of short term 
variability. 

Two measures of net benefits were calculated for the four Melbourne 
areas on which unit record data on capital gains was available. 
NBEN82 is a short name for Total (net) housing benefits using the 
average annual real rate of capital gains over the period 1982 to 1990. 
NBEN86 uses the same estimates of annual costs and imputed rent, 
but differs in that the average real capital gains in the period 1986 to 
1990. A detailed discussion of the concepts and methods used is 
contained in Appendix 1. 
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Table 3.10: Total housing benefits of owner occupancy In 1991* 

N Average total housing benefits Standard deviation 
Berwick $pa 
NBEN82 47 -499 2057. 
NBEN86 295 -118 2431. 

Box Hill 
NBEN82 105 2990 3438 
NBEN86 138 1124 6026 

Melbourne 
NBEN82 145 -243 4899 
NBEN86 146 2585 6658 

Werribee 
NBEN82 291 -440 2215 
NBEN86 330 -350 2569 

* using an interest rates of 13 % - the rate on 
loans for owner occupation in June 1991. 

The high rates of interest and opportunity cost in 1991 4 resulted in 
average estimated costs in excess of benefits in Berwick and Werribee 
where capital gains were generally low. In Melbourne too, net 
benefits for owner occupiers in 1991 were negative if capital gains are 
counted at the average level of the period 1982 to 1990 but were _ 
positive if the higher levels of 1986 to 1990 are used. 

The negative average benefits indicate that, whatever the 
psychological and social benefits, there is no guarantee that 
homeownership always provides financial benefits to families. Once 
allowance is made for inflation and for the owners expenditure on 
improvements, the financial benefits of capital gains and rent saved 
may be less than the costs of interest, repairs, etc. Table 4.7 suggests 
that situations where costs exceed benefits are not rare and can apply 
to owner occupiers generally in some areas. 

It can be argued that the rates of interest and opportunity cost 
applying in 1991 were extraordinarily high or that the downturn in 
property values in the latter part of the 1980's is unlikely to occur 
again and should be excluded from the analysis. The impact of some 
alternative assumptions on the housing costs and benefits of the 
families interviewed is examined below. 

4 The interest rate on loans for owner occupation was 13 per cent in June 1991 
and the interest rate on 10 year Treasury bonds was 11.15 per cent; Reserve 
Bank Bulletin. The alternative to tieing up equity in a home (the opportunity cost 
rate of interest) is assumed to be holding long term bonds. 
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How many winners and losers? 
Figure 3.8 shows how each family (for whom we have all the 
necessary data) fared in 1991 in terms of net benefits. The vertical 
axis is the level of real net housing benefits, with the 0 line 
separating those with positive and negative net benefits. Along the 
horizontal axis, the net housing benefits for each family are arranged 
firstly by suburb order (Berwick, Box Hill, Melbourne and Werribee) 
and then ranked from lowest to highest. 

Figure 3.8: Total housing benefits per family, distribution. 
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Most of the Berwick and around half of the Melbourne and Werribee 
families had negative benefits (their net benefits are below the 0 line 
on the vertical axis). In each area there is a wide spread of net 
benefits, but with the bulk having net housing benefits between
$3000 and $3000.Table 3.10 presents similar data grouped by size of 
net benefit or loss: using average capital gains in the period 1986 to 
1990 (benefitl) and the period 1982 to 1990 (benefit2). There was a 
hig~ correlation between the levels of net benefits calculated using. 
capital gains between 1982 and 1990 and capital gains between 1986 
and 1990 (.75 correlation or higher in each of the 4 areas). The close 
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association indicates that the land values which increased most in 
the longer period were generally those which also increased most in 
the shorter period (rather than one group lagging and then catching 
up or leapfrogging). 

In Berwick in 1991 over a third of the owner occupier families had 
housing costs which exceeded benefits by $1000 or more, and a total 
in excess of two thirds had losses or only small gains (less than 
$1000). Only a small percentage (3 per cent) of Berwick families had 
net benefits of $5,000 or more. 

Werribee had similar proportions to Berwick of families who had 
losses or small gains. 

Box Hill and Melbourne had larger proportions than Werribee and 
Berwick who had net benefits of $5,000 or more (15 per cent and 37 
per cent respectively) and much smaller proportions with costs 
greater than benefits. 

The lower part of Table 3.11 sets out similar information on net 
benefits calculated using capital gains over the period 1982-1990. This 
indicates smaller proportions of Melbourne families with annual 
benefits of $5000 or more and substantial proportions of owner 
occupiers in three areas with negative housing benefits. 

Table 3.11: Annual total housing benefits 

Net housing benefits1" 

-$1000 or below 
-$1000 to $100 
$1000 to $5000 
$5000 + 

TOTAL 
N= 

Net housing benefits2** 

In 4 Melbourne areas, 

Berwick 
35.8 
35.1 
25.8 
3.2 

100 
279 

Box Hill 
36.9 
15.4 
32.3 
15.4 

100 
130 

Percentages. 

Melbourne 
15.5 
15.5 
32.4 
36.6 

100 
142 

Wernbee 
38.1 
34.1 
26.6 
1.3 

100 
320 

Berwick Box Hill Melbourne Werribee 
-$1000 or below 46.5 14.9 36.9 37.7 
-$1000 to $1000 37.2 9.9 21.3 40.5 
$1000 to $5000 11.6 51.5 32.6 20.8 
$5000 + 4.7 23.8 9.2 1.1 

TOTAL 100 100 100 100 
N= 43 101 141 284 
* Including capital gains 1986-90 *" Including capital gains 1982-1990 

Figure 3.9 looks only at those families in the four Melbourne areas 
who actually purchased in 1986. While the number of families is of 
course smaller, there is again a substantial proportion of families in 
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Berwick and Werribee whose net housing benefits in 1991, including 
the annual average real capital gains that accrued in the period 1986 
to 1990, were less than their estimated costs. 

One third of the Box Hill purchasers in 1986 and one quarter of those 
buying in Melbourne had estimated net housing benefits in 1991 
above $6000. 

• 

• 

• 
Figure 3.11: Total housing benefits of families 

who purchased In 1986. 
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Dwelling cost, location cost. • 
Part of the explanation for the differences between areas in levels of 
total housing benefits follows from the variations in the extent to 
which areas have old houses on high value land or new houses on 
lower value land. Table 3.11 shows that, on Council valuations, the 
average Box Hill and Melbourne families in the survey had much 
higher value land than the Berwick and Werribee families. It 
follows that even if the percentage increase in land values is the • 
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same in the outer and inner suburbs, the size of the capital gains will 
be higher in the high land value areas. 

Table 3.12: Land and property valuations in 4 Melbourne areas, means $1991. 
Land Property Ratio N = 

Berwick 55,210 127,230 44.5 
Box Hill 116,990 163,190 72.5 
Melbourne 124,870202,210 63.2 
Werribee 46,970 116,870 41.0 

Council valuations at June 1990, updated by CPI. 

280 
306 
141 
317 

The implied value of the dwellings in each area can be determined 
from the Council valuations, by subtracting the land (site) value 
from the property (capital improved) value. This indicates that the 
average value of the dwellings was $72,010 in Berwick, $46,200 in Box 
Hill, $77,240 in Melbourne, and $69,900 in Werribee. 

That is, while the total market value of properties was higher on 
average in Box Hill than in Berwick and Werribee, the value of the 
dwellings in these outer suburbs was higher than the older, often 
smaller dwellings in Box Hill. Confirming the evidence presented in 
chapter 2, families in the outer suburbs were thus often in 'better' 
houses than those in the 'better located' (in terms of services) inner 
and middle suburbs. 

Impact of interest rates on total housing benefits. 
The evidence that many households had negative annual housing 
benefits is at odds with popular beliefs about the financial benefits of 
homeownership. Part of the explanation may be that owner 
occupiers often regard the equity tied up in their housing as without 
cost - that the opportunity cost is zero. Table 3.10 shows that if 
opportunity costs are ignored over 80 per cent of families in each of 
the areas have net housing benefits of $1000 per year or more. 
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Table 3.13: Total housing benefits if opponunity costs 0 % 
Net housing benefits2* 

Berwick Box Hill Melbourne Wenibee 
- $1000 or below 9.3 1.0 3.6 4.9 
-$1000 TO $1000 9.3 1.0 6.4 7.8 
$1000 TO $5000 34.9 6.9 10.6 26.1 
$5000 + 46.5 91.1 79.4 61.3 

TOTAL 100 100 100 100 
N= 43 101 141 284 

* Includes capital gains at the average annual real rate between 1982-1990. 
Interest rate on borrowed finance 13%. 

The negative benefits set out in table 3.11 above are also strongly 
influenced by the rates of interest prevailing in 1991 (table 3.11 uses 
13 % interest on loan and 11.15 % interest cost on the owner's 
eqUity). How much difference would it make to the proportions of 
owner occupier families with negative housing benefits if interest 
rates were lower? 

As an illustration, table 3.14 recalculates total housing benefits for 
the families in the ALSS study with lower interest rates on the 
amount owing and the opportunity cost of the equity in their 
dwelling. 

Table 3.14: Total housing benefits If Interest rates 11 % 
and opponunlty costs 9 %. 

Net housing benefits2** 
Berwick Box Hill Melbourne Werribee 

- $1000 or below 13.9 2.0 13.5 10.2 
-$1000 TO $1000 41.9 6.9 20.6 32.4 
$1000 TO $5000 37.2 39.6 39.7 55.6 
$5000 + 7.0 51.5 26.2 1.8 

TOTAL 100 100 100 100 
N= 43 101 141 284 
** Including capital gains 1982-1990 

Table 3.14 shows that if interest rates are assumed to be 
approximately 2 % less in real terms (ie assuming same rates of 
inflation and capital gains) then owner occupiers generally break
even or have net housing benefits of $1000 to $5000. 

Three conclusions follow from this analysis. The first is that there 
appear to be substantial differences between areas in the average 
levels of net financial benefits associated with homeownership. 
While an owner occupier's housing benefits mayor may not depend 
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on who they are (discussed in the next section), they certainly do 
appear to depend on where they buy. 

Secondly, home purchase, in an era of deregulated interest rates and 
fluctuating market values, can result in costs for buyers and owners 
which exceed financial benefits. The data used in this analysis for the 
calculation of total housing benefits comes from a period which may 
not reflect long term relationships, and should therefore be 
extrapolated with caution. However, it suggests that if real interest 
rates remain high, relative to capital gains and rents, high rates of 
new construction on the urban fringe are not in the financial 
interests of the families involved (compared with them buying 
closer in or renting), or an efficient allocation of Australia's 
resources. 

Thirdly, this analysis has focussed on the circumstances in which 
those with access to credit are financially better off if they buy a house 
rather than rent accommodation and invest their assets. However, it 
should be remembered that families without access to credit have 
neither option available. amproving housing options for them may 
involve measures which increase incomes, improve security of 
tenure and increase the availability and quality of public housing. ) 

Are the benefits of owner occupancy evenly distributed? 

This section examines the net benefits going to different sub-groups 
within each area to see whether owner occupancy's benefits reinforce 
or reduce economic inequalities arising from the labour market. 

As discussed in chapter 2, a number of groups were identified who 
were particularly likely to have difficulties obtaining and retaining 
adequate housing. Low income, long term unemployment, being a 
sole parent, recent arrival in Australia from a non English speaking 
country are characteristics identified in the literature as associated 
with housing stress and hardship (National Housing Strategy, 
Industry Commission, Chris Maher). 

To what extent did these groups share in the capital gains and 
benefits of owner occupancy as indicated by the measures described 
above? As summarised in Table 3.15 the disadvantaged groups who 
were owner occupiers tended to have smaller capital gains and net 
housing benefits than the other owner occupiers in the sample. 

It should be kept in mind that these calculations are based on owner 
occupiers only - many of those in the disadvantaged groups are 
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private or public renters and have lower incomes than owners and • 
purchasers. 

Table 3.15: Capital gains and total housing benefits of 
owner occupiers from disadvantaged groups (1991). 

Real capttal Gains* Total housing beneftts 
In group? In group? 
Yes No Yes No 

$pa $pa $pa $pa 
Long term 4300 5900 -600 600 
unemployed n= 31 
NESB arrived after 
1985 n= 15 4900 5800 -800 600 
Sole Parent n=89 6900 5700 300 600 
Below 100 % pov line 
n=75 5000 7200 -1400 800 

*Gains and total benefits use average capital gains in the period 1986-90. 

Table 3.13 compares the experience of owner occupier families in 
disadvantaged groups with other owner occupiers. In terms of 
capital gains, using average gains in the period 1986-90, homeowners 
in the disadvantaged groups (where there were sufficient numbers) 
tended to have smaller capital gains than other owners and buyers. 
Sole parents were an exception, however, with average real capital 
gains over the period of $6,900 pa compared with $5,700 for the -
married couple owner occupiers. 

However, in terms of net housing benefits (where interest and other 
cos.t~, are taken into account), owner occupiers in the disadvantaged 
g-toiips had smaller net benefits than families not in the 

_.::~ disadvantaged groups. Families below the poverty line, for example, 
had average net benefits in 1991 of -$1,400 compared with $800 for 
families above the poverty line. 

Location appears to be a major part of the explanation for these 
differences in average gains. Where special needs groups were 
owner occupiers in the inner suburbs of Melbourne and Box Hill 
they are likely to have fared better than those in the outer suburbs of 
Berwick and Werribee. 

For example, 72 per cent of the owner occupier families with one or 
both parents unemployed for 12 months or more were in Werribee 
and Berwick; the owner occupier families below the poverty line 
were also disproportionately located in the outer suburbs. 
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Berwick 
Box Hill 
Melbourne 
Werribee 
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In contrast, 58 % of the sole parent families were in Melbourne and 
Box Hill and gained some benefit from the higher capital gains in 
those suburbs. Even for them, however, total housing costs exceeded 
benefits. 

Average annual capital gains and 
total housing benefits of owner occupiers 

($'000 1991}. 
Annual real gains Total housing 

benefits 
a** b* a** b* 
3.3 4.3 1.1 1.9 
8.1 7.4 5.4 3.9 
8.9 11.9 3.0 5.9 
3.4 3.7 1.3 1.4 

** Uses annual real gains 1982-1990. b* uses average annual capital gains 
for the period 1986-1990. 

In summary, many of the families with special housing needs 
because of low income, lack of English etc are in rental 
accommodation or boarding rather than homeownership. 

For those who are owners and buyers, however, the benefits of 
owner occupancy appear to be linked to their location rather than 
their socio-economic characteristics. Those who purchased or 
inherited a dwelling in the outer suburbs generally had smaller gains 
than those in inner suburbs, the averages for the groups was thus 
affected by their distribution between inner and outer areas. 

This conclusion was tested further by examining, for each area, the 
associations between housing benefits and membership of special 
groups. 

Within each of the 4 Melbourne areas, no statistical significance was 
found between size of net housing benefits and non-English 
speaking background. Sole parents (among the owner occupiers in 
our sample) were found to be significantly less likely to have high 
net housing benefits than couples in Melbourne and Box Hill, but 
not in Berwick or Werribee. 

Table 3.17 sets out the significance levels of the correlations between 
net housing benefits and net parental income and income relative to 
the Henderson poverty line. 
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Table 3.17: Significance of relationship between total housing • 

Net benefits1 
Berwick 
Box Hill 
Melbourne 
Werribee 
Net benefits2 
Berwick 
Box Hill 
Melbourne 
Werribee 

benefits, net parental Income and Income In relation to the poverty line. 

Parental Income 
P 

0.017 
0.182 
0.056 
0.113 

0.110 
0.000 
0.004 
0.012 

Poverty line 
P 
0.112 

0.913 
0.232 
0.289 

0.388 
0.012 
0.052 

0.038 

Table 3.17 shows that in 6 instances (in bold) there was a statistically 
significant relationship (probability less than .05) between level of 
housing benefits and parental income or income relative to the 
poverty line. The associations however are weak and not consistent 

• 

• 

between measures, time periods or areas. For the significant • 
relationships correlations vary from .124 to .395 (with a possible 
maximum of 1.0). 

The correlations tend to confirm that the size of the housing benefits 
enjoyed by owner occupiers is largely independent of the socio-
economic group to which they currently belong, depending more on • 
their location. 

It is perhaps worth noting however, that sodo-economic 
characteristics at the time of purchase (rather than at time of 
interview) may be important in determining which families buy the 
properties which secure high rates of capital gains and net housing • 
benefits. If family income and other family characteristics (eg 
marital status) at the time of the survey have changed substantially 
for many families since the time of purchase, the lack of a close 
relationship at the time of interview might be expected. 

Urban Housing Report 

• 

• 

• 



• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

Report to the Department of Human Services and Health 77 

Conclusion. 

Earlier chapters showed that there was considerable diversity in the 
quality, size and types of accommodation available in the different 
study areas and, to a lesser extent, within each of the survey areas. 
The data on different cost elements set out in this chapter shows that 
there are also substantial differences in the price of accommodation 
within and between areas. 

At the level of unit record information for individual properties, 
this study used data on land values to try to measure capital gains. 
The work reported here shows that substantial real capital gains 
appear to have been widespread in the two periods examined (1986 to 
1990 and 1982 to 1990). At least in the boom period of the 1980's, 
land values for individual properties in the four Melbourne areas 
generally increased in real as well as nominal terms. 

It thus supports popular beliefs that most homeowners gain from 
increases in values as well as the use of their asset. The size of capital 
gains was by no means even, however, particularly comparing inner 
and outer areas. Families buying in areas of low capital gain fall 
increasingly behind owners in other areas in terms of their economic 
resources and their options to relocate. 

When account is taken of the broad range of costs and benefits of 
homeownership, many owner occupiers had housing costs greater 
than their housing benefits. The capital gains and the rental value of 
their home was less than the cost of interest, rates, repairs and 
interest foregone. These owners, most of them living in the outer 
suburbs, would have been better off financially if they had invested 
their equity and rented a dwelling of similar standard to their own. 

The findings challenge the 'house price assumption' - the notion 
that house prices rise conSistently above general inflation rates and 
by a sufficient amount to benefit all owners. 

The substantial numbers of owner occupiers with negative housing 
benefits suggests that homebuyers - like other purchasers of assets on 
the open market - can lose financially, particularly if they are obliged 
to sell on depressed markets (perhaps because of job relocation, 
unemployment or family breakup). 

The finding that many owner occupiers would be better off 
financially if they invested the equity in their dwelling and became 
renters raises questions about Saunders' division between owner 
occupiers and renters. The results reported here indicate that there 
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are major inequalities among owner occupiers and that, especially in 
periods of high interest rates, renters with assets may be better off 
than owner occupiers. 

Finally, the smaller average gains accruing to families in fringe 
suburbs challenge the notion that homeownership provides similar 
or random benefits to all owner occupiers. Those who choose to buy 
in fringe suburbs may be paying a high economic price in the longer 
term in terms of family asset accumulation and the cost of moving to 
other areas. However, there has been relatively little research on the 
causes of capital gains, so families buying in areas of low capital gains 
may not be aware of the economic differences between areas and thus 
have little basis to assess whether other benefits offset the negatives 
of buying in these areas for them and their families. 

The evidence of systematic differences between areas in capital gains 
and housing benefits point to the need to identify the causes of the 
major differences between owner occupiers, as well as recognising 
the importance of homeownership for asset accumulation for 
families. 
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Chapter Four: 
Housing' Preferences, 
Locational Preferences 
and 
Quality of Occupancy 

This chapter examines subjective data on housing preferences, 
locational preferences and quality of occupancy to assess the 
contribution of housing to the living standards of Australian 
families. Overcrowding, under-utilisation and sharing are examined 
as aspects of the quality of occupancy. To begin with, however, the 
key policy themes and recent Australian literature relating to these 
issues are discussed. Following this the spatial variation in housing 
preferences, locational preferences and quality of occupancy issues 
are examined using data from each of the nine urban LGAs in the 
ALSS. To conclude the chapter, the analysis moves from a spatial 
focus to a social focus, examining how particular social groups in 
housing need (identified in Chapter One), fare in relation to each of 
the indicators of housing quality. 

Policy themes 

Housing and locational preferences data can provide an important 
means of evaluating the effectiveness of various 'objective' 
benchmarks created' to measure 'housing need', 'housing stress' or 
'housing disadvantage'. This is important given the current 
commitment of Federal and State governments to an urban 
consolidation strategy (Alexander 1994), that represents ' ... the single 
most important attempt by governments to change the form and 
structure of Australian cities and the nature of urban life ... '(Troy 1993 
cited in Alexander 1994:14). Understanding the housing and 
locational preferences of families will assist debate by providing 
information about the extent and location of demand for housing 
types and locational situations that are more, rather than less, 
conducive to urban consolidation aims. Similarly, the 
appropriateness of quality of occupancy definitions can be evaluated 
by examining the extent to which any measure of housing 
disadvantage is in fact reflecting preferred housing and lifestyle 
options. 

Quality of occupancy issues such as over-crowding, under-utilisation 
and sharing also raise important housing and urban policy questions 
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such as: Are those who suffer from overcrowding also those who are 
income poor resulting in a double disadvantage for certain families? 
To what extent are affordability problems caused by purchasing too 
much housing space? Is there widespread under-utilisation of 
housing resulting, at a national level, in an over-investment in 
housing that rapidly expands our cities, and under-investment in 
more productive infrastructure? An accurate understanding of the 
housing and locational preferences of Australian families will enable 
the more effective development of performance-based development 
regulations and the achievement of minimum acceptable levels of 
housing accommodation. 

As particular localities within urban areas suffer locational 
disadvantage (Maher et a1. 1992) it becomes important to understand 
why families choose to locate in areas that are disadvantaged. 
Locational preferences data provide an insight into the balancing that 
families practise between various housing and locational factors and 
thus may explain why families move to apparently disadvantaged 
locations. 

At the same time, the responses of individuals on housing and 
locational preferences are influenced by the context in which they 
operate: the limited range of options supplied on the market, lack of 
consumer knowledge or experience of what is available, relative 
prices of medium density flow density etc, and constraints of income, 
time or geographiC area that may have applied to the search for 
accommodation. 

Power relationships within the family and society are also part of the 
housing context, as individuals within the family may have little or 
no say in their type of accommodation and its location, or be unable 
to secure the necessary finance for purchase (Watson 1988). 

• 

• 

• 

• 

• 

• 

Expectations are a further challenge in the interpretation of answers • 
on housing preferences and satisfaction; do differences in expressed 
preferences (for tenure, size of accommodation, location attributes 
etc) reflect real differences in taste, or, differences in the extent to 
which families have scaled down expectations to reflect current 
constraints? Perhaps because of the difficulty of identifying and 
controlling for the many factors influencing answers on preferences, • 
apart from a small number of constants, there seems to be 
considerable variability (instability) in the findings of studies on 
housing and location preferences. 
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Australian studies of housing and locational preferences 

The housing and locational preferences of Australian families are an 
aspect of housing research that have attracted much attention over 
the past 20 years. With urban, regional and housing policies now 
firmly back on the Federal agenda for the first time since the 1970s, 
there has been a renewed spate of such studies in the early 1990s. A 
total of nine housing and location preference studies have been 
carried out in Australia between 1972 and 1991, with five of them 
carried out in the early 1990s. Wulff (1993) details seven of these and 
two more have become available since Wulff completed her review: 
1972 Brisbane - Gibbings (1973) 
1977 Adelaide - Kendig (1981) 
1977 Sydney, Melbourne, Perth and Townsville - P.A. Consulting 
Services (1978) 
1978 Sydney - Thorne et al (1980) 
1980 Melbourne - King (1983) 
1991 Sydney and Melbourne - Burgess and SkeUys (1992) 
1991 Adelaide - Stevens, Baum and Hassan (1992) 
1991 Sydney - Reid (1994) 
1991 Sydney, Melbourne and Adelaide - AlPS 

On the basis of these studies a number of aspects of the housing 
preferences of Australian families are clear - they want to own, and 
most want a detached, brick dwelling (Wulff, 1993:230). This picture 
is subject to some variation according to stage of the life-cycle with 
young, single people perhaps preferring rental of a wider range of 
housing types, at least until the early stages of family formation. 

Locational preferences, on the other hand, are less uniform. Reid 
argues locational factors are more important than housing 
preferences when choosing a home (Reid 1994:35), perhaps because 
so many of the houses available for purchase are detached and made 
of brick that there is little difficulty in meeting housing preferences. 
Burgess and Skeltys (1992:43) agree that Iocational factors are more 
important than housing ones for change over buyers, for whom 
environmental factors are most important, but not for first home 
buyers for whom housing affordability is more important than access 
to services. The directional flow of locational preferences tends away 
from city centres with many households moving short distances to 
remain in a familiar environment. 
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Reid's in-depth interviews with Sydney residents in 1991 produced a 
hierarchy of reasons for choosing the current residential location: 

1. General location 
2. Proximity to public transport 
3. Proximity to shops and other facilities 
4. Quality of location 
5. Type of dwelling 
6. Proximity to work 
7. Size and layout of rooms 
8. Proximity to friends and family 
9. Quality of dwelling 
10. Price 
(Reid 1994:34) 

Some of the phrases used in this hierarchy are perhaps too broad to 
be useful (e.g. general location, quality of location and quality of 
dwelling) in that what is actually being preferred is unclear, but in 
this study, it was generally the case that locational factors tend to 
obtain a higher ranking than dwelling factors. 

Reid's findings differ somewhat from those of the Housing and 
Locational Choice Survey (HALCS), carried out for the National 
Housing Strategy (NHS), in which, differentiating between dwelling 
and locational preferences for first home buyers, change over buyers 
and private renters are distinguished, the following preferences were 
revealed: 

Recent first Change over Private 
home buyer buyer renter 

.in price range .environment .employment related 

.environment .in price range .in price range 
.family/social .family/social contacts 
contacts 

.in price range .in price range .availability 

.architectural .architectural .in price range 
style style .other reasons 

.Iots of room 

The frequency with which the preference 'in price range' is expressed 
could be interpreted as respondents generally recognising that cost 
was a constraint influencing their choice, affordability being a 
necessary but not sufficient condition. (Few would sensibly specify 
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the opposite - buying or renting a dwelling that they believed was 
beyond their price range.) On the other hand, 'in price range' was not 
the most frequently mentioned factor in the housing and locational 
preference of all tenure groups (change over buyers in relation to 
location, private renters in relation to location and housing). This 
indicates that what 'in price range' means may differ across the 
tenure groups and is of limited assistance in gaining an 
understanding of housing preferences. 'In price range' was not 
included in the list of housing and location factors in the ALSS 
questionnaire. 

Australian studies of quality of occupancy 

King's (forthcoming) review of the quality of occupancy literature in 
Australia specifies that there are. both physical and social issues to be 
addressed. The physical aspects refer to the appropriateness of the 
dwelling size in relation to family size. An inappropriate match 
results in either over-crowding or under-utilisation. The social 
aspects refer to 'sharing' and are concerned with who the members of 
a household are and whether they actually wish to live together. 

In relation to over-crowding, debate in Australia appears to have 
centred upon definitional issues: number of rooms (Burke et al 1985) 
versus number of bedrooms (Anderton and Lloyd forthcoming) 
versus floor area (Neutze 1977; Kendig 1987) - in relation to the 
number of people living in the dwelling. The other aspect of the 
over-crowding question relates not to the physical properties of the 
dwelling but the age and sex make-up of the household that occupies 
the dwelling. Relevant here are community attitudes to privacy and 
propriety. When is it appropriate for people of differing, sexes and 
ages to share the same bedroom? Typically it is thought that parents 
should have their own bedroom and that it is acceptable for young 
children to share a bedroom. The key question is at what age is it 
inappropriate for children of the same or different sex to be sharing a 
bedroom. In a later section the AIFS criteria for establishing over
crowding are detailed and the extent of over-crowding amongst 
ALSS families using this measure established. 

Under-utilisation is the converse of over-crowding and refers to a 
dwelling in which there is more space than the occupying household 
can effectively use. Concern here is for both' the welfare of the 
occupants (in as much as this 'over-consumption' of housing causes 
upkeep or affordability problems - especially amongst the elderly), 
and with the efficient use of the overall housing stock (King 
forthcoming:4.15). If the under-utilisation of housing space is 
common-place, an over-investment in housing may be taking place 
and thus an under-investment in other productive enterprises. 
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Measuring the incidence of under-utilisation is as problematic as 
measuring over-crowding. Again, criteria range across the number 
of bedrooms, the number of rooms and total floor space, in relation 
to the number of householders. . 

... (U)nder-utilisation was defined by Neutze (1977) and Burke 
et al (1985) as cases where the number of rooms in a dwelling 
exceeded the number of persons by four or more, the United 
Kingdom Department of Environment (1980) refer to situations 
where there are less the 0.5 persons per room, and A n de rt 0 n 
and Lloyd (forthcoming) refer to dwellings with one or more spare 

bedroom (King forthcoming:4.15). 

Below we follow Anderton and Lloyd (forthcoming) and King 
(forthcoming) in defining under-utilisation as those families with 
two or more spare bedrooms, allowing one spare for an expanding 
family, guests, hobbies, studying or storage. We also examine the 
extent to which this under-utilisation reflects the preferences of these 
families. 

'Sharing' as a quality of occupancy issue refers, generally, to social 
over-crowding as opposed to physical overcrowding. Whilst the 
occupants of a dwelling may have sufficient physical space, sharing 
with other householders may result from insufficient income to 
purchase exclusive accommodation and thus entail involuntary 
sharing. Again, there are definitional problems associated with 
measuring the incidence of 'sharing'. King (forthcoming), on the 
basis of an extensive review of the options, proposes that 
involuntary sharing consists of two elements: 

1) identification of sharing, defined as instances where two or 
more income units share accommodation; and 

2) determination, through questioning of preferences, of 
whether or not such sharing is voluntary (King forthcoming:4.18). 

The ALSS data enable us to measure the first of these but not the 
second. Hence, we are able to shed light upon the incidence of 
sharing but not whether it is involuntary. Our only means of 
estimating 'involuntariness' is to examine whether those 
households in which there is sharing have sufficient income to 
purchase exclusive accommodation or not. The degree to which they 
do not have the available income to purchase exclusive 
accommodation being only an indirect indicator of the likelihood of 
the sharing being involuntary. 
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Area 

• Berwick 
Box Hill 
Melbourne 
Werribee 
Elizabeth/MP 
Campbelltown 
Penrith 
Ryde • 
South Sydney 
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The ALSS data - housing preferences and satisfaction 

The families interviewed in the Living Standards Study were 
generally owner occupiers of a detached, brick dwelling, except in the 
older housing stock areas of Melbourne and South Sydney (see Table 
4.1). This is consistent with the stated housing preferences found in 
earlier studies. What though are the other preferred housing features 
of Australian families? 

Home ownership and house type, by area 

owners/buyers among owners/buyers 
% N detached detached-brick 

% 

89 366 99 98 
86 432 96 93 
55 215 40 26 
89 407 98 98 
63 253 97 97 
88 313 95 95 
89 333 98 98 
79 278 89 86 
73 185 20 18 

Although the gender of the parent completing the detailed housing 
information section of the questionnaire (part 2) was not recorded, _ 
each parent was asked to indicate their level of satisfaction with their 
overall housing situation in the parents questionnaire (part 4). A 
limited amount of analysis is therefore possible by gender. 

Overall, the women who completed the ALSS parents questionnaire 
were less satisfied with their housing than the men. As set out in 
Table 4.2, housing satisfaction levels appear to be associated with 
gender, marital status and tenure - perhaps all elements being linked 
to underlying differences in economic resources. While married 
women expressed more satisfaction with their housing than married 
men, sole parent women expressed less satisfaction than sole parent 
men and had the lowest average satisfaction levels overall. Married 
women overall had higher average satisfaction levels than sole 
parent men, but this varied by tenure. 

Among tenure groups, outright owners had the highest satisfaction 
levels, followed by buyers and renters. Women renters had the 
lowest average satisfaction levels - notably sole parents in private 
rental accommodation and married women in public housing. 
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Outright owner 
Buyer 
Private renter 
Public renter 

All tenures 
N= 
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Average level of satisfaction with housing, by tenure and gender. 

Married Married Sole parent: Sole parent: 
Male Female Male Female 
7.36 7.43 7.73 6.91 
6.94 7.11 6.97 6.72 
5.39 5.44 5.86 5.15 
5.29 5.09 6.00 5.45 

6.78 6.88 6.83 6.01 
2795 2894 61 475 

The highest average levels of satisfaction (across all tenure groups) by 
area were Werribee (married men and married women), Berwick 
(sole parent men) and Ryde (sole parent women), with the 
corresponding lowest levels of satisfaction being in South Sydney, 
Werribee and Melbourne. 

This section compares the answers of families in different urban 
localities regarding dwelling preferences when seeking a place to rent 
or buy. 
The full list of housing preference options included in the 
questionnaire was as follows: a home with low maintenance costs; a 
home with 4 or more bedrooms; a large block of land; a new home or 
a home not requiring any repairs or renovations; a home with a well 
established garden; a home with good security; a home with separate, 
private space for parents; a home with privacy from neighbours; a 
home with quiet neighbours; a home with good heating or cooling; a 
home with good investment potential; a house with finance 
provided by the vendor; a place with a very low deposit price. 

Again, however, care must be taken in the interpretation of 
responses on housing and location preferences.. The answers of 
families, particularly different socio-economic groups, can differ 
because of differences in preferences, but can also reflect differences 
in constraints among families with the same preferences. While 
many renters were looking for a place to rent with good security and 
quiet neighbours, if they were purchasing a dwelling their desire for 
a large house on a large block may be as common as for buyers in the 
ALSS. 

Answers on the most important features families were seeking when 
looking to buy or rent their accommodation will also be affected by 
their interpretation of the questionnaire: some respondents 
ans~ering in terms of what was of greatest absolute priority to them, 
others answering in terms of what they were looking for after 
meeting higher order priorities. For example, if a family indicated 
that a house on a big block of land was one of the most important 
things it was seeking, this could mean that this aspect was more 
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important than the condition of the dwelling. 

An alternative, and more likely interpretation, however, is that the 
family took it for granted that the dwellings they would consider 
must have certain characteristics (eg be in sound basic condition) and 
thus did not specify condition as an important feature in their search. 
As the question did not ask families to put a rank order on all the 
housing features, we cannot be sure whether the three features 
specified as the most important were more important or less 
important than the aspects of housing and location which were not 
mentioned. 
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Table 4.3: Three most important housing feature preferences, 
by area 

1 
Area 

2 
Top 3 
preferences 

Berwick big block 
* 4+bedrooms 
investment 

Box Hill investment 
big block 
* 4+bedrooms 

C-town big block 
* 4+bedrooms 
*new home 

ElizlM P low maint 
secure home 
*new home 

Melbourne investment 
secure home 
low maint 

Penrith big block 
* 4+bedrooms 
low maint 

Ryde low maint 
investment 
big block 

South Syd investment 
secure home 
low maint 

Werribee low maint 
big block 
*new home 

3 
Number 

83 
74 
71 
127 
97 
78 
81 
76 
73 
81 
57 
55 
83 
67 
47 
82 
79 
71 
72 
70 
66 
58 
48 
36 
98 
91 
78 

4# 
%stated as 
preference 

21 
18 
18 
26 
20 
16 
21 
19 
19 
20 
14 
14 
22 
18 
13 
22 
21 
19 
20 
20 
19 
24 
20 
15 
22 
21 
18 

5# 
%of 4 who 
attained 

87 
89 
89 
96 
94 
82 
78 
74 
64 
75 
54 
50 
88 
66 
83 
87 
75 
86 
89 
87 
97 
98 
79 
72 
84 
78 
77 

6# 
% of 5 who 
satisfied 

89 
74 
85 
87 
97 
72 
87 
62 
82 
76 
83 
92 
91 
66 
74 
89 
78 
64 
56 
92 
94 
81 
86 
68 
71 
92 
86 

# On each item the maximum possible is 100%. Percentages do not add down or across. 
* Indicates a discrepancy between the listed preference item and the listed satisfaction item, i.e. 'a home 
with 4 or more bedrooms' and 'size of your house'; 'a new home or a house not requiring any repairs or 
renovations' and 'state of repair of your home'. This renders the satisfaction measure less accurate for 
these variables than for the other items. 

In Table 4.3, relatively small proportions agree on the top 3 
preferences in each area (column 4). It is suggested that some of the 
explanation for the lack of agreement about the housing features 
sought in each area may reflect differing interpretations of the 
question, as well as differences in financial constraints and 
differences in preferences. 

Only 6 out of the 13 housing features were among the 3 most 
important features listed by respondents in the 9 areas. Using the 
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terms inner, middle and outer-suburb, where Melbourne and South 
Sydney are inner-suburbs, Ryde and Box Hill middle-suburbs and 
Berwick, Werribee, Campbelltown, Penrith and Elizabeth/Munno 
Para outer-suburbs, there is a tendency for families in each zone to be 
seeking common housing features. 

'A large block of land' ranked in the top three preferences in six of 
the nine LGAs - four of the outer-suburbs and both the middle
suburbs. It was specified by between 19 and 26 per cent of families in 
these areas. 

'A new home or house not requiring any repairs or renovations' 
ranked in the top three preferences in three areas, all of them outer
suburbs. This feature may have overlapped, for some respondents, 'a 
home with low maintenance costs', which was specified in 6 suburbs. 

'A home with good investment potential' ranked in the top three 
preferences in five areas; both inner, both middle and one outer
suburb. It would appear, then, that settlers in different types of LGA 
are meeting different sorts of housing preferences - there appears to 
be spatial variation in the dwelling preferences of Australian 
families. 

There is social variation in preference patterns too. As an illustration 
we can examine the extent to which the top three preferences of any 
particular tenure group (first home owners, change over buyers, 
private renters and public renters) match the top three preferences 
for survey respondents in the areas as a whole. 

For those areas where a tenure group's top three preferences were 
different to that of the top three for the area as a whole, the pattern 
was as follows: 
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Table 4.4: Three most important housing features sought, by tenure. 

Area Top 3 

Berwick 
.big block 
.4+ bedrooms 
.investment 

Box Hill 
.investment 
.big block 
.4+ bedrooms 

Werribee 
.Iow maint $ 
.4+ bedrooms 
.new home 

Campbelltown 
.big block 
.4+ bedrooms 
.new home 

Penrith 
.big block 
.4+ bedrooms 
.Low maint $ 

Ryde 
.Low maint $ 
.Good investment 
.Big block 

Tenure Group 
Most Different 

Public renters 

Private renters 

Private renters 

Private renters 

Private renters 

Private renters 

N 

19 

56 

41 

15 

21 

54 

That Group's 
Top 3 

Quiet n'bors 
New home 
Low maint $ 

Good security 
4+ bedrooms 
Good heating/ 
cooling 

Good security 
Low maint $ 
4+ bedrooms 

Low maint $ 
Quiet n'bors 
4+ bedrooms 
Big block 

Good security 
4+ bedrooms 
Low maint 
Good investment 

% 

25 
21 
16 

17 
16 

12 

29 
27 
15 

20 
20 
13 
13 

33 
19 
14 
14 

Low dep. price 1 4 

Low maint $ 
Good security 
4+ bedrooms 

18 
18 
15 

Renters and private renters in particular were seeking quite different 
features to those being sought all respondents (who are mostly 
purchasers). Not only is there spatial variation in dwelling 
preferences (and constraints on choice) but sodal variation as well. 

The significance of this variation is that it becomes very difficult to 
use the presence or absence of particular dwelling features to assess 
the extent of housing stress that a family experiences, for different 
families appear to want different things. If we are to gain an accurate 
understanding of the impact of housing quality upon family life, it 
becomes clear that this can only be achieved drawing upon both 
objective and subjective measures of housing quality. Detailed 
information on housing preferences and the economic, political and 
cultural factors which operate both to facilitate and constrain the 

Urban Housing Report 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 



• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

Report to the Department o[ Human Services and Health 91 

meeting of those preferences is required. 

Attainment of housing preferences and satisfaction levels 

The majority of Australian families in this study were able to gain 
the important housing features they were seeking (column 5 of Table 
4.3). The proportions who attained each of the stated top three 
preferences for an LGA are frequently above 80 and 90 per cent. This 
suggests a high degree of correspondence between the housing 
preferences of Australian families and the products of the housing 
market. 

Attainment frequencies are noticeably lower overall in 
Elizabeth/Munno Para where the proportion of public renters is 
higher than in any other area at 35 per cent of all families surveyed. 
Thirty-nine per cent of public renters who preferred 'a house with 
low maintenance costs' when they were looking for accommodation 
were unable to attain this. Seventy-seven per cent of public renters 
who preferred 'a house with good security' were unable to attain it, 
and 46 per cent of public renters who preferred 'a new home or 
house not requiring any repairs or renovations' were unable to attain 
it. 

Attainment levels are not so uniformly low in any other area 
though other areas do demonstrate low attainment frequencies on 
particular preference items. In Campbelltown, for example, 36 per 
cent of families who wanted 'a new home or house not requiring any 
repairs or renovations' were unable to attain this - 28 per cent of 
these families were public renters. In Melbourne 34 per cent of those 
who wanted 'a home with good security' also could not attain it - 70 
per cent of these families were public renters. The fact that those 
unable to attain certain housing preferences are disproportionately 
public renters could be explained as a result of a bureaucratic 
allocation system operating with limited resources. 

Unsurprisingly, levels of satisfaction with attained housing aspects 
are high (Table 4.3, column 6). The only aspect in which satisfaction 
levels are repeatedly low is with 'low maintenance costs' and this 
might reflect a reluctance to spend money on what is often neither 
an obvious nor an immediate source of satisfaction. 
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Locational preferences 

Housing can contribute positively to a family's living standards 
simply by being in a location that provides easy access to required 
services and facilities. Poor access to required services and facilities 
can be interpreted as having a negative impact upon family living 
standards. As with many other aspects of housing quality, however, 
the difficulty lies with assessing what is poor quality access -
particularly where families may have chosen to live in areas lacking 
services and may be getting a substantially cheaper rent or lower 
purchase price because of poor quality access. 

If a family did not have as a priority easy access to male employment, 
should the fact that their residential location does not provide this be 
counted as a negative when evaluating that family's living 
standards? Our answer depends upon the extent of choice that exists 
for families when searching for a residential location. 

Two pOints are germane: 
1. The extent to which families are constrained to purchase particular 
houses in particular locations for reasons of affordability and then 
rationalise that this housing and location meets their preferences. 
2. The establishment of benchmarks of adequacy, for example, what 
travel time or cost (to work, school, hospital etc) should be regarded 
as excessive and a problem at a societal level in the form of an 
unsustainable urban environment? 

Given the difficulties posed by these issues the approach adopted is 
one whereby only those families who named a particular feature as 
one of their three most important and who were unable to attain it, 
were classified as experiencing housing disadvantage. The problems 
remain of not knowing how realistic a family's preferences were in 
relation to their circumstances or community standards and whether 
the non-attainment of some preferences was more than offset for 
them by other advantages. 

The 14 locational preference items listed in the questionnaire were as 
follows: safe place for children to play outside; quiet neighbourhood; 
in an environment with trees, no pollution, etc; little traffic in the 
street; country setting, rural lifestyle; close to public transport; easy 
access to work for male partner; easy access to work for female 
partner; close to shop; close to schools, colleges or university; close to 
other family members; close to friends; close to people of the same 
culture or ethnic background; good access to local parks. 
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Table 4.5: 

1 
Areas 

Berwick 

Box Hill 

C-town 

ElizlMP 

Melbourne 

Penrith 

Ryde 

South Syd 

Werribee 
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Top three locational preferences, by area 

2 
Preferences 

*close school 
safe for children 
*quiet n'hood 

*close school 
pub transport 
*quiet n'hood 

*close school 
safe for ch 
*quiet n'hood 

*close school 
safe for kids 
close shops 

*close school 
pub transp 
work dad 

*close school 
safe for kids 
*quiet n'hood 

*close school 
pub transp 
*quiet n'hood 

wo rkd ad 
pub transp 
*close school 

safe for kids 
*close school 
*quiet n'hood 

3 
N 

154 
102 
84 

171 
167 
119 

140 
104 
104 

143 
105 
91 

158 
148 
102 

106 
104 
104 

104 
101 
89 

82 
74 
54 

149 
139 
100 

4 
Wanted 

% 
38 
25 
21 

35 
34 
25 

36 
27 
27 

36 
26 
23 

42 
39 
27 

28 
27 
27 

30 
29 
25 

33 
30 
22 

34 
31 
23 

5 
Attained 

% 
87 
90 
93 

89 
95 
92 

91 
77 
85 

92 
84 
96 

98 
99 
81 

98 
92 
91 

95 
94 
92 

88 
96 
100 

85 
88 
92 

6 
Satlsf 

% 
83 
77 
76 

89 
97 
81 

87 
77 
70 

85 
86 
96 

91 
97 
92 

88 
84 
77 

87 
88 
79 

98 
97 
98 

84 
81 
77 

* Starred items highlight a discrepancy between the listed preference variable and the listed satisfaction 
variable, i.e. 'quiet neighbourhood' and 'level of noise from your neighbours'; 'close to schools, colleges 
or universities' and 'closeness to good schools, colleges or universities'. This renders the satisfaction 
measure less accurate for these variables than for the other items. 

Only six of the 14 locational preferences items were ranked as top 
three items across all of the areas. Being 'close to schools, colleges or 
university' was rated a top three item in each of the nine areas and 
was the most frequently mentioned feature in seven of them. 
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The pattern among inner, middle and outer suburbs on other 
location aspects appears to be relatively high proportions of inner 
area families wanting good access to public transport and 
employment, outer area families wanting a quiet neighbourhood 
and a safe place for children to play, with middle area families 
wanting a mixture of these features. 

A 'quiet neighbourhood', for example, was mentioned in six of the 
areas - four of the outer-suburban areas and both middle suburban 
areas. A 'safe place for children to play outside' rated a top three 
mention in five areas - all of them outer-suburban. 

Being 'close to public transport' was mentioned as a top three item in 
four areas - both of the middle and both of the inner-suburbs. Having 
'easy access to work for male partner' rated a top three mention in 
both of the inner-suburbs and being 'close to shops' was only 
mentioned in Elizabeth/Munno Para an outer suburb. 

The importance of locating 'close to schools, colleges or universities' 
undoubtedly reflects the nature of the ALSS sample - families with 
children - and appears to be the only locational preference constant 
across all areas surveyed. It should also be noted, however, that 
between 60 and 70 per cent of families did not mention being close to 
schools, colleges or universities as one of the top three location 
aspects in their search for accommodation and it is unknown 
whether this means closeness to education facilities was an 
unimportant preference, or was a very important preference but did 
not need to be mentioned because schools are widely distributed 
geographically and access was not an issue. 

As was found with housing preferences, a limited range of locational 
preference items is deemed important but there is spatial variability 
in the importance of the different items. This spatial variability is not 
without pattern for what is important in the two inner-suburbs does 
not necessarily hold in the five outer-suburbs and vice versa. Such 
findings broadly confirm those of the HALCS which reveal a 
decreasing importance of 'employment' as a reason for choosing a 
location moving from core, through inner, middle and outer zones 
to the fringe, and an increasing importance of 'scenic/environment' 
factors. 

Table 4.6 provides an indication of the social variation in locational 
preferences that complements the spatial variation detailed above. 
Looking at the extent to which different tenure groups' locational 
preferences match those of the top three for the areas in which they 
live, differences were apparent in only three of the areas. 
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Table 4.6; 

• Area 

Elizabeth/M P 
Close school 

• Safe for kids 
Close shops 

Ryde 
Close school 
Public transport 
Quiet n'hood 

• South Sydney 
Dad's work 
Public transport 
Close school 

• 

• 

• 

• 

• 

• 
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Location features sought by tenure groups. 

Tenure group N Their preferences % 
most different 

Change-over 95 
buyer Quiet n'hood 25 

Close school 21 
Safe for kids 20 

Public renter 17 
Quiet n'hood 35 
Safe kids 29 
Dad's work 23 

Public renter 25 
Close pub. trans. 32 
Kids play safe 28 
Close shops 28 

In Ryde and South Sydney, public renters appear to have different 
locational preferences to other tenure groups and in 
Elizabeth/Munno Para, change-over buyers stress an environmental 
quality factor, 'quiet neighbourhood', rather than being 'close to 
shops' (Table 4.6) . The importance of environment/scenic factors for 
change-over buyers has already been pointed to by the NHS (1991), 
though it is noteworthy that only in one of the ALSS areas does this 
pattern emerge. 

Attainment of locational preferences and satisfaction levels 

Comparing the percentages in column 4 of Tables 4.3 and 4.5, 
locational preference items, in general, were ranked important by 
more people than housing preference items. If one were to produce a 
combined housing and locational preference list, it would be 
dominated by locational preference items, consistent with the 
findings of both Reid (1991) and HALCS (1991). It should be 
remembered, however, that even if there were universal agreement 
that a particular feature was one of the three most important, that 
does not mean that that feature is more important in the ranking of 
each family than others. All families may agree that access to school 
is one of the three most important considerations, for example, but 
every family may have another factor that they rank higher in 
importance than access to schools. A high degree of uniformity of 
opinion on a feature does not indicate its importance relative to 
more controversial features. 

Attainment frequencies of locational preferences tend to be higher 
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than attainment frequencies for housing preferences (column 5, 
Table 4.5). The lower attainment frequencies for housing features 
may relate to the difficulty of achieving the standards of attainment 
respondents set themselves (e.g. a new home with four or more 
bedrooms), or that families put a higher priority on attaining their 
locational preferences than their housing preferences (buy or rent in 
the preferred locality first and upgrade the accommodation later). 

One of the locational preferences apparently hardest to attain is a 
'safe place for children to play outside' which was not attained by 23 
per cent of Campbelltown families, 16 per cent of Elizabeth/Munno 
Para families and 15 per cent of Werribee families - very much an 
outer-suburban concern. In Melbourne and South Sydney, 19 per 
cent and 12 per cent respectively could not attain easy access to work 
for the male partner - very much an inner-city concern. 

Satisfaction with attained locational preferences is also 
overwhelmingly high with the reliable satisfaction figures typically 
in the 80 and 90 per cent range. Only with regard to 'a safe place for 
children to play outside' do the satisfaction frequencies drop to 77 per 
cent, which they do in both Berwick and Campbelltown. 

Assessing access expectations. 
Satisfaction with preferred locational features is generally high 
across all areas. The question arises, therefore, as to what level of 
accessibility families regard as a satisfactory level of access and 
whether there is common agreement or considerable individual 
variation on what is regarded as satisfactory access. 

To assess the extent to which families are expressing satisfaction with 
a similar good when they state they are satisfied with an aspect of 
their location, some analysis was undertaken of travel times. Being 
'close to schools, colleges or university' was a locational factor that 
rated a top three mention in each of the areas and was ranked as a 
top locational preference in seven of the areas. Table 4.7 shows the 
average travel time to primary, secondary, or post-secondary 
education sites for each child in a family, comparing those who are 
and are not satisfied with their proximity to schools, colleges or a 
university, in each area. 
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Table 4.7: • 
Area 

• Berwick 
Box Hill 
Melbourne 
Werribee 
Elizabeth/M P 
Campbelltown 

• Penrith 
Ryde 
South Sydney 

• 

• 

• 

• 

• 

• 
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Travel time to educational facilities, by area, for those 
satisfied and not satisfied with their proximity to 
educational facilities 

--- Travel time to education site (mins) ---
Satisfied Not satisfied N 
Mean Mean 

13 16 223 
17 19 290 
17 16 237 
14 18 242 
16 18 229 
17 20 237 
15 19 244 
18 22 223 
19 20 111 

There is little difference in the travel times of children to educational 
sites across the areas. When families state they are 'close to schools, 
colleges or a university' they are between 13 and 19 minutes away 
from such places. It is perhaps of note that the outer suburbs enjoy 
equal if not better access to educational sites when measured in this 
fashion, though this would undoubtedly vary if we differentiated 
access to primary, secondary and post-secondary education sites 
rather than aggregating them, or looked at the other dimensions of 
closeness to schools that could cause dissatisfaction (eg do parents -
have to drive children to school, do children have to cross dangerouS 
roads?) 

Whilst the travel times of those who are satisfied with their 
closeness to educational sites is generally lower than that of those 
who are not satisfied, the largest difference is only four minutes and 
in Melbourne, those who are dissatisfied take less time to access 
educational sites than those who are satisfied. People's subjective 
evaluations of what is satisfactory access to educational sites thus 
does not appear to relate consistently to their actual circumstances 
when measured in terms of travel time. 

Quality of occupancy: over-crowding,under-utiIisation and sharing 

One further way of revealing how housing contributes to the living 
standards of Australian families is to examine the quality of 
occupancy their housing provides. Of particular concern are those 
families that have insufficient housing space to meet their 
requirements and are thus over-crowded, those that have more space 
than they require and are thus under-utilising housing and those 
who are involuntarily sharing housing space. 
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Table 4.8: 

1 2 
Area N 

(overc'd) 

Berwick 420 
Box Hill 506 
Melbourne 408 
Werribee 464 
Elizabeth/MP 420 
Camp'town 403 
Penrith 386 
Ryde 365 
South Syd 258 

• 
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This analysis uses a measure of over-crowding proposed by Helen 
Brownlee of AlFS which combines elements of several of the • 
standards used overseas: 

a) a maximum of two persons per bedroom; 
b) single parents have a separate bedroom to their children; 
c) unmarried individuals aged 18 or over have a separate 

bedroom; 
d) dependents aged 10 to 18 do not share a bedroom with 

someone of the opposite sex. 
This measure follows a Canadian definition in accepting 18 (rather 
than 21) as the age for the right to privacy but follows a British 
standard in accepting that children of opposite sex can share a 
bedroom until age 10 (rather than age 5 as in the Canadian 
definition). The definition can be compared with the allocations 
policy of the Victorian Ministry of Housing which provides for a 
separate bedroom for children of the opposite sex when they are aged 
6 or older (Ministry of Housing Victoria 1992). 

Using the AlFS measure we define as over-crowded all those who do 
not have sufficient bedrooms for their family and as under-utilisers, 
all those who have two or more bedrooms that they do not require. 
The figure of two or more extra bedrooms is used rather than one 
extra bedroom to allow for contingent uses of one extra bedroom 
such as an expected child, a home office, study, or hobby room and 
follows Anderton and Lloyd (forthcoming) and King (forthcoming). 

Under-utilisation and over-crowding by area 

3 4 5 6 
sufficient 1 +bed2+bedlnsuffic't 
beds (underutd.) beds 

0/0 % % % 
29 51 13 8 
36 43 14 6 
49 29 5 16 
34 48 10 7 
36 53 5 6 
36 46 9 8 
35 47 12 6 
41 35 12 12 
52 31 7 10 

The proportion of families where family size and house size match, 
in terms of numbers of bedrooms, range from 29 per cent in Berwick 
to 52 per cent in South Sydney. These are the families judged to have 
sufficient bedrooms for their size. The inner-suburbs of South 
Sydney and Melbourne demonstrate the highest proportions of 
matched family and house size. The two inner-suburbs are also those 
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Table 4.9: 

Area N 

• 
Berwick 54 
Box Hill 70 
Melbourne 26 
Werribee 46 

•• Elizabeth/MP 22 
Camp'town 39 
Penrith 47 
Ryde 43 
South Syd 16 

• 

• 
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least likely to have one spare bedroom with 29 per cent and 31 per 
cent of families in Melbourne and South Sydney respectively having 
one spare bedroom. In the newer outer suburbs the proportion of 
families with one spare bedroom rises as high as 51 per cent in 
Berwick, 46 per cent in Campbelltown and 47 per cent in Penrith. 

Of greater concern, however, are the figures in columns five and six. 
Column five identifies the proportion of families who have two or 
more spare bedrooms in their house and column six, those families 
who have insufficient bedrooms in their house. 

The families in column five are the under-utilisers of housing space. 
The proportion of families in this category ranges from a low of 5 per 
cent in Melbourne and Elizabeth/Munno Para to 14 per cent in Box 
Hill and 13 per cent in Berwick. We will look at these families in 
more detail below to establish whether they may be facing housing 
affordability problems due to their expenditure on what might be 
regarded as excess housing space. 

The second category of particular interest is those families who have 
insufficient housing space for their family's needs. Here the figures 
range from a low of 6 per cent in Box Hill, Elizabeth/Munno Para 
and Penrith to a high of 16 per cent in Melbourne. Melbourne, thus, 
has the lowest proportion of families who are under-utilising 
hOUSing, one of the highest proportions of matched family and 
house size, and the highest proportion over-crowded. In contrast, 
Box Hill families are most likely to be under-utilising their housing 
space and least likely to be over-crowded. 

Families under-utilising or over-crowded paying more than 30 
per cent of annual income on housing costs. 

under-utilising 
>30% inc. p.a. 
on housing 

25 
20 
19 
17 
5 
28 
26 
19 
12 

N 

32 
34 
61 
34 
24 
30 
22 
43 
27 

overcrowded 
>30% Inc. p.a. 
on housing 

39 
35 
16 
18 
12 
33 
41 
26 
41 

Table 4.9 details the proportions of the under-utilisers and over
crowded who spend more than 30 per cent of their annual income 
on annual mortgage or rental costs. Ranging from 5 per cent in 
Elizabeth/Munno Para to 28 per cent in Campbelltown there are 
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substantial proportions of families who are consuming more 
housing than they 'need' to and paying a substantial part of their 
annual income to do so. 

However, of the 363 families across all of the areas that were under
utilising housing and spending more than 30 per cent of their 
annual income on housing costs to do so, 39 per cent had as one of 
their top three preferences when looking for a place to live, a house 
with four or more bedrooms. This appears to indicate that some 
families who are spending more than 30 per cent of their income on 
housing costs have chosen to do so. 

This brings into question the universal application of a benchmark 
that states that families cannot afford to spend more than 30 per cent 
of household income on housing (National Housing Strategy 1991). 
What remains unknown though is whether any particular family 
knowingly committed more than 30 per cent of its income to 
housing costs at the time of purchase, or whether this situation has 
arisen since the time of purchase due to interest rate rises or income 
falls. The circumstances of these families thus may be a reflection 
not of preferences so much as the consequences of economic or other 
factors beyond the control of the family. 

A possible indication of the extent to which this situation of under
utilising housing and paying more than 30 per cent of family income 
to achieve this is a reflection of preferences, is to examine levels of 
satisfaction with current housing costs. Forty-two per cent of these -
families stated they were satisfied with the current level of their 
housing costs. The remaining 58 per cent stated they had mixed 
feelings or were dissatisfied with the current level of their housing 
costs. 

A similar assessment was undertaken of the level of satisfaction with 
"the size of your home" by families which were overcrowded or 
under-utilising space according to the AIFS benchmarks (Table 4.10). 
How far did the families own assessments of the adequacy of their 
space match those of the standards described above? In terms of 
overcrowding, 28 per cent of families defined as overcrowded 
indicated that they were satisfied with the size of their 
accommodation, with more than a third of the larger households 
(117 overcrowded households contained 6 or more people) 
apparently satisfied with the size of their home. 
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Table 4.10: • 

No In h'hold 

• 2or3 
4 
5 
6 or more 
Total % 

N= 

• 

• 

• 

• 

• 

• 

• 
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Satisfaction with size of dwelling, by level of 
overcrowding. 

···Number of bedrooms relative to household size •• 
Insufficient Sufficient 1+ surplus 

% satisfied % dissatisfied % dissatisfied 
16 30 12 
18 22 14 
38 26 3 
33 19 2 
28 25 12 
305 1346 1911 

Of the families with adequate or surplus space according to AIFS 
benchmarks, 25 per cent of those classified as having sufficient space 
were dissatisfied (Table 4.10) and 12 per cent of those with at least one 
spare bedroom were dissatisfied with the size of their dwelling 
(some, perhaps, feeling that it was too big). It was also found 
(although not shown in Table 4.10) that 59 per cent of those with one 
or more surplus bedrooms were satisfied with the size of their 
dwelling, a further indication of the difficulty of drawing up 
standards which correspond to the preferences of families 
themselves. Table 4.10 suggests that substantial proportions of the 
families apparently overcrowded or under-utilising may have 
chosen accommodation which they felt best met their preferences 
(within the constraints of their economic resources and competing 
needs) and be satisfied with their choice. 

This can only be suggestive, however, as we are dealing with small 
numbers of families across all of the areas and because different 
people express differing levels of satisfaction with the same 
circumstances. Some respondents, for example, may recognise the 
costs of changing houses and feel that, given the costs of changing, 
their current housing costs or size of dwelling are satisfactory. Others 
may be dissatisfied because, no matter how well they were able to 
trade off different features to best meet their preferences, their 
housing situation reflects their constraints of income, finance costs 
etc. 

Even though a proportion of the families who are under-utilising 
housing and spending more than 30 per cent of their income to do so 
were looking for more housing space than they actually require at 
the time they were looking for a place to live, we cannot be confident 
that the situation they now find themselves in is one that reflects 
their housing preferences. As mentioned above, circumstances may 
have changed since the time of purchase. Similarly, at the time of 
purchase these families may have been unable to find housing of a 
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suitable size (in the area they wanted and the time available) and 
have had little choice but to purchase more housing than they would 
ideally like, resulting in a greater proportion of their income being 
spent on housing than they might otherwise have preferred. 

To clearly establish those families in housing 'stress', data relating to 
the context within which housing preferences were framed, as well 
as that on housing preferences, needs to be collected. Without an 
understanding of the broader constraints within which families were 
operating when searching for a place to live, it cannot be known 
whether the current housing circumstances are a good reflection of 
housing and locational preferences, or a reflection of the structural 
constraints such as income, interest rates and the operations of the 
housing market pertaining at the time. Undoubtedly current 
housing situations are a reflection of the interaction of these two sets 
of factors, but without knowledge of both an accurate assessment of 
the impact housing has upon the living standards of Australian 
families cannot be made. 

Table 4.11: Over-crowded families spending more than 30 per cent of annual 
income on housing costs, who are 'poor' 

Area 

Berwick 
Box Hill 
Melbourne 
Werribee 
Elizabeth/Mu nno Para 
Camp 
Penrith 
Ryde 
Souty Sydney 

Below 120% 
of poverty line Total 

0/0 N 
36.0 89 
20.3 69 
26.5 34 
39.7 58 
58.6 29 
25.9 54 
26.7 60 
13.3 45 
17.4 23 

Bearing these considerations in mind, there are significant 
proportions of families who are overcrowded, spending more than 
30 per cent of their annual income on housing, and have an annual 
income of 120 per cent or less of the Henderson poverty line (Table 
4.11). This sub-group of families are disadvantaged by their low 
incomes and overcrowded housing conditions. Furthermore, as 
these families are already spending more than 30 per cent of their 
annual income on housing costs and are income poor, they are likely 
to be unable to meet the costs of alternative housing large enough to 
avoid overcrowding. The proportion of families in this category is as 
high as 59 per cent in Elizabeth/Munno Para, 40 per cent in Werribee 
and 36 per cent in Berwick (Table 4.11). 
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Table 4.12: • Area 

Berwick 
Box Hill 
Melbourne 
Werribee • 
Elizabeth/M P 
Camp 
Penrith 
Ryde 

• South Syd. 

• 

• 

• 

• 

• 

• 
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Over-crowding and under-utilisation of tenure groups, by area 

Tenure overcrowded Tenure under-utilising 
% % 

pub. rent 26 
pub. rent 31 Owner 20 
pub rent 24 Buyer 65 
pub. rent 17 
pub. rent 6 
pub. rent 11 Owner 28 
pub. rent 9 
pub. rent 11 Owner 19 
pte. rent 21 
pub. rent 4 

Whilst it is not clear that overcrowding or under-utilisation affects 
any particular tenure group uniformly across all areas, quite 
substantial proportions of public renters are overcrowded, 
particularly in the four Melbourne suburbs. Neither of the rental 
tenure groups contribute significantly to the under-utilisers of 
housing, of whom 65 per cent are purchaser owners in Melbourne. 

Sharing 
A third way in which to examine the quality of occupancy of ALSS 
families is to look at the extent of 'sharing' - where multiple income 
units share the same dwelling. Sharing can become 'social over
crowding' when this sharing is of an involuntary nature, i.e. it 
results from insufficient income to be able to purchase exclusive 
accommodation. There were seven different household types among 
ALSS families within which some form of sharing was taking place: 

two family households; 
a household with three generations of the same family, 
typically grandparent(s), parent(s) and children; 
a household with independent adults from the same 
generation, for example, a brother and sister sharing; 
households where the sharing adults are flatmates or friends, 
i.e. not a family relation; 
a household within which there is a boarder; 
a household where an employee of the family lives in, 
typically nanny's; 
a household where the family shares accommodation with a 
landlord. 

These ALSS survey did not include households consisting solely of 
young single people - one of the key groups of sharing households. 
The incidence of households sharing in the ALSS survey was thus· 
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Table 4.13: 

Area 

Berwick 
Box Hill 
Melbourne 
Werribee 
Elizabeth/MP 
Camp'town 
Penrith 
Ryde 
South Sydney 
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less than 10 per cent of in each of the survey areas, ranging from 4 
per cent in Werribee to 9 % in Ryde (Table 4.13). 

Sharing households, by area. 

Sharing Households 
N No Yes 

% % 

424 93 7 
520 95 5 
420 92 8 
478 96 4 
426 95 5 
408 94 6 
393 94 6 
367 91 9 
265 93 7 

Without data on whether such sharing was a preferred housing 
option we are unable to specify the extent of involuntary sharing, 
which represent the incidences of shared housing of most concern to 
policy makers. 

Groups in housing disadvantage 

A number of recent reports concerned with housing policy have 
identified social groups who are perceived to be in housing need (see 
Chapter One). The groups that are commonly cited include families 
in poverty or on a low income, sole parents, young people, recent 
NESS migrants and the long term unemployed. In this section we 
will examine the experiences of these groups in relation to the 
indicators of quality of occupancy - overcrowding, under-utilisation 
and sharing - by aggregating the data across all nine urban areas. 

Aggregation across areas helps to overcome the problem of dealing 
with small numbers of sub-groups from each of the samples. 
However, as there are differences in the number of interviews in 
each area and the data is unweighted , areas are over or under
represented when combined (see Appendix A). Statistics from the 
combined areas therefore cannot be taken as representative of the 
nine urban areas and should be treated as indicative only -
corroborating or questioning the findings of other studies. 

Table 4.14 examines the incidence of overcrowding among groups in 
housing need and finds that overcrowding is higher in each of these 
social groups than for other families. Families on incomes below the 
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Henderson poverty line are four times more likely to be 
overcrowded than those earning 200 per cent or more of the 
Henderson poverty line income. Migrants to 
Australia from non-English speaking backgrounds since 1986 display 
the highest incidence of overcrowding (27 per cent) amongst any of 
these social groups. 

Table 4.14: Overcrowding of disadvantaged groups 

in poverty 
sole parents 
you ng people 
rec nesb migrants 
long term unemp 

Disadvantaged group Comparative group 
N yes no N yes no 

% % % % 

76 16 84 38 4 96 
66 11 89 -246 8 92 
10 14 86 302 8 92 
48 27 73 264 8 92 
28 13 87 284 8 92 

Confirming the existence of a link between income and 
consumption of housing space, the pattern of under-utilisation for 
groups in housing need is the converse of that for overcrowding. In 
Table 4.15 each of the groups in housing need is less likely to have 
excess housing space when compared with other families. 

The under-utilisation of housing space is highest amongst high 
income families, of whom 16 per cent have at least two bedrooms 
more than they require. Interestingly though, small proportions of 
even groups in housing need are, by our definition, under-utiliSing 
housing space. A range of explanations of this situation are possible: 
family circumstances have changed since the housing was initially 
purchased; families are making irrational housing choices; our 
definition of under-utilisation is inappropriate; or the AIFS 
definition of under-utilisation cannot be universally applied to all 
social groups, as different groups use housing space in different ways. 
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Table 4.15: Under-utilisation of housing by disadvantaged groups 

in poverty 
sole parents 
young parents 
recent nesb migrants 
long term unemployed. 

Disadvantaged group Comparative group 
N yes no N yes no 

% % % % 

29 6 94 168 16 84 
27 5 95 351 11 89 
3 4 96 375 10 90 
8 4 96 370 11 89 
16 7 93 362 10 90 

Finally, the incidence of sharing amongst the various groups in 
housing need is higher when compared with other families, except 

• 

• 

for families in poverty where similar proportions (5 per cent) of low • 
and high income families are sharing (Table 4.16). 

The incidence of sharing appears to be particularly high amongst 
young families and recent non-English speaking migrants where 
they are approximately three times more likely to be sharing than 
other families. • 

Table 4.16: Sharing by disadvantaged groups 

in poverty 
sole parents 
young parents 
recent nesb migrants 
long term unemployed 

Disadvantaged group Comparative group 
N yes no N yes no 

0/0 % % % • 26 5 95 49 5 95 
59 10 90 149 5 95 
13 15 85 195 5 95 
25 14 86 183 5 95 
20 99 1 188 5 95 

Popular explanations of sharing amongst these social groups are, for • 
young people, that they are living with other family members whilst 
saving to enter home ownership, and for recent non-English 
speaking migrants that there is a stronger tendency for extended 
family living. This raises again the appropriateness of universal 
benchmarks, given Australia's multi-cultural nature. Furthermore, 
to fully understand the housing situation of any social group, • 
research must be conducted that provides accurate information not 
only on family's objective circumstances, but also, whether these 
circumstances accurately reflect their housing preferences. 
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Conclusion 

This chapter has examined housing and locational preferences of 
Australian families with children and the quality of occupancy they 
either enjoy or endure. The ALSS families with children were 
overwhelmingly owner occupiers of detached, brick dwellings. In 
nominating the housing features they were seeking when looking 
for a place to rent or buy a relatively small number of items were 
frequently mentioned. In the outer and middle suburbs I a large 
block of land' was one of the t~ree most commonly mentioned 
features sought with 'a new home or home not requiring any repairs 
or renovations' as another important feature in the outer suburbs. A 
'home with good investment potential' and 'a home with low 
maintenance costs' were particularly important in the inner and 
middle suburbs. 

Many renters, particularly private renters in the outer suburbs, were 
seeking slightly different features to owner occupiers when looking 
for accommodation. Renters in the outer suburbs often specified 4 
or more bedrooms, good security and low maintenance costs among 
their 3 most important features when they were looking for 
accommodation. 

A large majority of families indicated that they were able to attain the 
hOUSing features they were seeking, though there was variation 
among groups and areas. Families in Elizabeth/Munno Para had the 
lowest rates of attaining their preferences. 

Among those who attained their preferences, levels of satisfaction 
with the desired housing features were generally high (56 to 97 per 
cent satisfied). 

In terms of locational preferences, locating 'close to schools, colleges 
or a university' was important in all nine areas and the most 
commonly cited preference in seven of them. A 'safe place for 
children to play outside' was particularly important in the outer 
suburbs surveyed; a 'quiet neighbourhood' was particularly 
important in the outer and middle suburbs; being 'close to public 
transport' rated highly in the middle and inner suburbs and 'easy 
access to work for male partner' was important in the inner suburbs. 

Examining variation in locational preferences by housing tenure 
groups, only change over buyers in Elizabeth/Munno Para and 
public renters in Ryde and South Sydney had particularly different 
sets of locational preferences. The proportion of families who felt 
they had attained the location features they were seeking was higher 
than the attainment frequencies on housing features. Of the features 
most frequently specified as important, in the outer suburbs a 'safe 
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place for children to play outside' had the lowest attainment rates (77 
to 90 per cent). In the inner suburbs 'easy access to male employment' 

• 

was the hardest preference to attain (81 and 88 per cent). • 

A verage travel times to education sites were compared for families 
who were satisfied and dissatisfied with their closeness to good 
schools, colleges or university and were found to be little different 
between groups. Satisfaction with a given situation thus appears to 
vary between individuals or, perhaps, relates to factors other than • 
travel time, such as satisfaction with quality of educational 
institution. 

Quality of occupancy was measured in three ways: overcrowding, 
under-utilisation and sharing. At one end of the housing 
consumption spectrum, the proportion of families who were over- • 
crowded, ranged from a low of 6 per cent in Box Hill, 
Elizabeth/Munno Para and Penrith to a high of 16 per cent in 
Melbourne. These calculations used a benchmark developed by AIFS 
to assess household size and composition against number of 
bedrooms. The incidence of overcrowding on this definition was 
found to be high among public housing renters, recent migrants • 
from NES countries and families with incomes less than 100 % of the 
poverty line. 

At the other end of the spectrum, the proportions of families under
utiliSing their housing space ranged from a low of 5 per cent in 
Melbourne to high of 14 per cent in Box Hill (defining under
utilisation as two or more bedrooms than needed). Between 5 and 28 
per cent of these families (depending on area) were devoting more 
than 30 per cent of their income to housing at the time of interview. 

It is recognised that not all the families share the value judgments of 
the AIFS benchmarks. For example, some of those defined as 
overcrowded were satisfied with the size of their accommodation, 
although perhaps only because it is cheaper than larger premises. 

Although numbers are small, between 13 per cent (Ryde) and 59 per 
cent (Elizabeth/Munno Para) of the families who are overcrowded 
and paying more than 30 per cent of income on housing costs had 
incomes less than 100 per cent of the Henderson poverty line. These 
families have little capacity to spend more on housing to relieve 
their overcrowding and are effectively trapped. They warrant careful 
consideration by policy makers. 

This chapter has examined the housing preferences of the families in 
the nine urban areas of the ALSS survey and attempted to identify 
the numbers of families in housing stress. The task is complex as 
there are few objective benchmarks to distinguish between 
satisfactory and harmful housing conditions and many families 
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indicate that they attained what they wanted and are satisfied. 

However, the information provided by families about the housing 
and location aspects that were most important to them and whether 
they were satisfied with what they were able to get will be influenced 
by the options they saw as available to them and their expectations. 
The "preferences" and "satisfaction" levels of renters, for example, 
may reflect not real differences in preferences (compared with 
buyers) so much as the constraints of low income and lowered 
expecta tions. 

To gain a more accurate picture of the place of choice and constraints 
in explaining why some families are in poor quality, overcrowded, 
expensive, inaccessible accommodation, etc, much more 
information is needed. Information on the broader factors 
influencing decisions when the family was looking for 
accommodation (like a family's income, prevailing interest rates, 
relative prices, quality and location of the low and medium density 
accommodation available etc) would provide insights to how far a 
family's current housing circumstances are a good reflection of their 
housing and locational preferences, or a reflection of the limited 
choices available. The final chapter elaborates further on some of the 
suggestions arising from this study for the methodology of housing 
research and the policy implications of major findings. 
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Chapter Five: 
Conclusion 

Housing is crucial to the living standards of families as it impacts on 
many aspects of family life, including social status, social attitudes 
and political involvement (see Winter 1994, forthcoming). A 
dwelling in adequate condition with appropriate tenure 
arrangements can provide comfort and security. Basic amenities like 
kitchens and inside toilets make everyday life easier. A damp or 
poorly insulated house meanwhile can provide the conditions for 
asthma or other respiratory ailments, while an overcrowded 
dwelling may reduce privacy. Rent or purchase of a dwelling in an 
inappropriate location can negatively affect family well being over a 
considerable period if moving costs are prohibitive. Home 
ownership can represent a financial investment for parents, an extra 
pressure on income, or a cushion against unemployment. The ALSS 
examined housing both as places to live and forms of saving. 

This chapter summarises findings on the various dimensions of 
housing and living standards examined in previous chapters and 
discusses the implications of these findings for further housing 
policy research. The chapter follows the order of the report in -
presenting information on: basic amenities and physical quality; 
economic costs and benefits; housing and location preferences and 
quality of occupancy issues. 

A recurring theme of this report on the housing circumstances of 
families in nine metropolitan areas is that there are very few whose 
housing is substandard in an absolute sense but there is significant 
inequality between those at the top and those at the bottom of the 
income range, between tenures and between areas. 

Basic amenities and physical quality 

Overall, a very small percentage of the families in the study lacked 
basic amenities in their dwelling. Between 96 and 100 per cent have 
mains electricity, town water, hot water and their own kitchen. With 
regard to structural housing elements, few families experience major 
problems with a particular feature (between 4 and 12 per cent). 
Similarly with non-structural housing features, less than 10 per cent 
of families have major problems with a particular aspect. 

While there are small numbers and proportions in the A1.5S study 
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whose housing is likely to be below absolute standards for health and 
safety, the allocation of such problem housing is not random. As 

• 

might be expected in a SOciety like Australia where most housing is • 
distributed through the private market, those with less purchasing 
power tended to have a higher incidence of problems, although this 
varied by tenure and area. The relatively high incidence of structural 
and non-structural problems among tenants - particularly public 
housing tenants - should be a cause for concern. 

Those families living in the typically older housing stock of the 
inner-urban areas were more likely to experience problems with the 
quality and basic structure of their dwellings. The proportions of 
families experiencing major problems with anyone structural 
feature was as high as 18 per cent in South Sydney, 16 per cent in 
Melbourne and 14 per cent in Elizabeth/Munno Para. Most of the 
families who experienced such problems considered them to be 
serious and felt that they were not in a position to fix them or have 
them fixed. With regard to the provision of basic amenities it is clear 
that low income families, sole parents, young parents, recent non
English speaking migrants and the long term unemployed were 
more likely than other families to experience a lack of basic 
amenities. Twenty-five per cent of public renters were found to lack 
anyone basic amenity and public renters were more likely to report 
problems with physical quality than any other tenure group. 

In interpreting the findings on the provision of basic amenities and 
physical quality several aspects of the sample should be noted. As 
described in Appendix A, although the ALSS data is constitutive of 
random samples from nine metropolitan areas, the areas themselves 
were not randomly selected, so results cannot be generalised to 
metropolitan areas as a whole. 

Care must be taken also in interpreting findings based on the 
combined sample as a whole as the data for each area were not 
weighted and, on some variables, the South Sydney sample is not 
representative. This is relevant, for example, when focussing upon 
the characteristics of families in poorer quality housing. There are 
only very small numbers in each area and statistics from the 
combined sample cannot be interpreted as a random sample of the 
nine areas. 

Similarly, because the household survey excluded households 
without children, it necessarily deals with a particular segment of the 
population. Whilst there is undoubtedly a variety of housing 
conditions among families with children, those often found to be 
experiencing the worst housing conditions, especially the elderly 
(NHS, 1992b), are not covered by the analysis. Caution does need to 
be exercised, therefore, in extrapolating the findings of this analysis 
to the housing stock of Australia at large. 
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Housing costs and benefits 

The housing stock in each of the study areas was found to be diverse 
in terms of quality, size, rent and estimated market value, but with 
ownership of detached dwellings generally predominating. There 
was both a mix of first and change over buyers and a range of 
dwelling values within and between areas. Outer suburban areas 
were not the exclusive province of first home buyers and for the 
same money buyers had bought in different areas (but may have had 
to settle for a dwelling of different age, quality, size or amenities). In 
sum, there was no accurate single figure on the cost of a house -
$150,000 of housing services does not represent any specifiable 
standard house but rather purchases widely differing housing in 
terms of quality, size, type and location. 

While average and median property values varied between inner, 
middle and outer suburbs, there were also marked differences in 
housing values within each area reflecting variations in size and 
quality. In both Campbelltown and Melbourne, for example, 
dwellings ranged in value from less than $100,000 to half a million 
dollars or more. If a benchmark commonly used in the evaluation 
of income inequality (that one is in poverty if your income is less 
than half the median) were to be applied to the assessment of 
housing inequality, the proposal would be that those living in 
accommodation which has a value less than half the median value 
for society generally, are living in 'housing poverty'. Any proposed 
benchmarks in housing, however, are likely to be in conflict with the 
values of substantial numbers of families, as housing is just one of 
the competing claims on family finances and priorities vary among 
families, cultural groups, life-cycle stages, etc. 

The diverse range of housing costs and rents in the ALSS areas 
suggests that families, depending on their income, had some choice 
on how much income to spend on housing, at least at the time they 
selected their accommodation. Falls in income (unemployment, 
family breakup) or increases in housing costs since that time, 
however, can mean that accommodation which families thought 
would be affordable results in financial difficulties. Twenty two per 
cent of the families in the survey had experienced financial 
difficulties in the 12 months prior to the survey and financial 
difficulties were correlated with low income and high housing costs 
(especially among home purchasers and private renters). 

Using local council data ori valuations the circumstances of families 
in four Victorian suburbs were examined to estimate levels of capital 
gains and total housing benefits. On these measures home owners 
in the outer suburbs appeared to be 'missing out' relative to families 
in the inner and middle suburbs, at least in dollar terms. While 
most properties in Berwick and Werribee had real capital gains in the 
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value of land between $20,000 and $30,000 over the 8 year period 
1982-1990, most of those in Box Hill and Melbourne had gains of 
$40,000 or more, roughly double the amounts of those in the outer 
suburbs. 

Calculations were also made of total housing benefits (benefits 
minus costs). It was found that, once allowance is made for inflation 
and the effects of an owner's improvements are excluded, the 
financial benefits of capital gains and of rent saved for many. home 
owners were less than the costs of interest repayments, repairs and 
maintenance, and other costs. Overall, most of the ~erwick and 
around half of the Melbourne and Werribee families had negative 
total housing benefits in the year 1991. 

Three conclusions follow from this analysis. The first is that there 
appear to be substantial differences between areas in the average 
levels of capital gains and total financial benefits associated with 
home ownership. On the evidence relevant at the time of the 
survey, it appears that the size of the total housing benefits enjoyed 
by home owners is more dependent on where they buy rather than 
who they are; Le. it is largely independent of the socio-economic 
group to which they currently belong. If it is a long term trend for 
capital gains to be lower in the outer suburbs (compared with closer 
to the CBD), the longer families stay in the outer suburbs the more 
financially difficult it will be to relocate closer in and the more they 
fall behind in their rates of asset accumulation. 

Secondly, home purchase, in an era of deregulated interest rates and 
fluctuating market values, can result in financial costs for home 
owners which exceed financial benefits. The average negative total 
housing benefits for substantial numbers of home owners indicate 
that, whatever the psychological and social benefits, there is no 
guarantee that home ownership always provides financial benefits to 
families. Families under pressure to sell (because of unemployment, 
family breakup, job relocation, etc) are the most likely to lose 
financially as they may be selling when housing prices are low 
and/ or housing costs are high. 

Thirdly, while there may be lengthy debate about the relative merits 
of buying a house versus renting and investing, it should be 
remembered that these options are relevant only to those with access 
to finance. Renters on low incomes without assets have no 
investment options open to them. 
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Housing and locational preferences and quality of occupancy issues 

Housing preferences 
Families locating in the outer suburbs appear to put a high priority 
on detached homes on a large block. In Berwick, CampbeUtown and 
Penrith (the newer outer suburbs), 98, 94 and 97 per cent respectively, 
accommodate home owners in detached brick dwellings. 
Furthermore, in each of Berwick, Campbelltown and Penrith 'a big 
block' was the most commonly cited dwelling preference. In terms of 
the housing preferences of current outer-suburbanites, there appear 
to be substantial barriers to medium-density, multi-unit dwellings 
becoming a popular form of owner occupier demand. Bearing in 
mind this is not a measure of the potential demand for medium
density living, the issue of whether government should promote 
such housing styles for the outer-suburbs is raised. 

Other aspects of preferences also differed between areas and tenure 
groups. 

A 'new home or house not requiring any repairs or renovations' is a 
particularly important housing preference in the outer suburban 
areas sampled while a 'home with good investment potential' is 
particularly important in the inner and middle suburbs. 

Renters in general and particularly private renters tended to express 
different housing preferences to those most commonly cited by 
sampled families within a LGA. The attainment of housing 
preferences is generally high, although public renters, especially in 
Elizabeth/Munno Para, were less likely to attain their preferences 
due probably due to a bureaucratic allocation system with limited 
housing resources. . 

Locational Preferences 
As with housing preference items only a limited range of locational 
preference items appear to be important to those families surveyed. 
Locating 'close to schools, colleges or a university' was important in 
all nine LGAs and the most commonly cited preference in seven of 
them. A 'safe place for children to play outside' was particularly 
important in the outer suburbs surveyed; a 'quiet neighbourhood' 
was particularly important in the outer and middle suburbs; being 
'close to public transport' rated highly in the middle and inner 
suburbs and 'easy access to work for male partner' was important in 
the inner suburbs surveyed. 

With the attainment of locational preferences, in the outer suburbs a 
'safe place for children to play outside' was the hardest preference to 
attain. In the inner suburbs 'easy access to male employment' was the 
hardest preference to attain. 
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Conclusions about the nature of housing demand amongst 
Australian families, based on housing and location preference 
responses must be treated with some caution. The answers of 
families can differ because of differences in preferences, but can also 
reflect differences in constraints operating upon families with the 
same preferences. Families who were not looking for a big block 
when buying their first home, for example, may in fact have the 
same preferences, but less income, as those stating their preference 
for a bigger house or block. The distinction between differences in 
tastes and constrained preferences can be of major importance in 
designing policies (eg to promote urban consolidation) whose success 
depends on how families behave as their incomes rise. 

Answers on the most important features families were seeking when 
looking to buy or rent their accommodation will also be affected by 
their interpretation of the questionnaire: some respondents 
answering in terms of what was of greatest absolute priority to them, 
others answering in terms of what they were looking for after 
meeting higher order priorities. For example, if a family indicated 
that a house on a big block of land was one of the most important 
things it was seeking, this could mean that this aspect was more 
important than the condition of the dwelling. Alternatively, 
however, the family may have been able to take it for granted that 
the only dwellings under consideration would be those in sound 
basic condition and thus not have specified it as an important feature 
in their search. As the question did not ask families to put a rank 
order on all the housing features, we cannot be sure whether the 
three features specified as the most important were more important 
or less important than the aspects of housing and location which 
were not mentioned. 

On balance, however, families in different areas appear to be wanting 
different things from their housing and location, although each 
family's situation will reflect a mixture of choice and constraints. 
The implication of the differences in priorities is that it is difficult to 
determine from examination of their housing whether one family 
has a higher standard of living than another. For those in inner, 
middle and outer suburbs, the importance each family puts on what . 
they see as positive features (eg a new house on a large block) will 
outweigh for them what they see as negatives (eg few services 
nearby, need for two cars). As preferences can vary widely, the 
temptation is to fall back on income or economic resources as the 
measure of relative standards of living and to reduce barriers to 
relocation for those whose house, location or housing costs do not 
best meet their preferences. 

Quality of occupancy issues 
Examining those families that have sufficient housing space, those 
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over-crowded and those under-utilising housing space, the 
circumstances of those consuming more housing than they need (as 
defined using the AlFS definition) were briefly examined and quite 
substantial proportions were spending more than 30 per cent of their 
income on housing costs. Some 39 per cent of these families had as 
one of their top three preferences a house with four or more 
bedrooms when they were looking for accommodation. Such figures 
question the application of simple benchmarks when measuring 
housing affordability. 

Of greater concern are those who are overcrowded, that is they have 
insufficient bedrooms to meet their need. The proportions of 
families overcrowded, by the definition used in this report, ranged 
from a low of 6 per cent of families in Box Hill, Elizabeth/Munno 
Para and Penrith to a high of 16 per cent in Melbourne. Families 
who were overcrowded were often also paying more than 30% of 
their income on housing costs and had incomes less than 120% of 
the Henderson poverty line. The proportions of overcrowded 
families with these characteristics ranged from a high of 59 per cent 
of families in Elizabeth/Munno Para (many of whom were public 
renters) down to 13 per cent in Ryde. These families have little 
opportunity to purchase more housing space and thus relieve their 
overcrowding, and warrant careful consideration by policy makers. 

To conclude this summary of key findings Table 5.1 provides a 
'snapshot' of the significance of housing for living standards. Certain 
key measures of housing hardship are used to indicate the 
proportions of families in housing disadvantage across all of the 
sample areas (the definitions of these measures can be found in each 
of the relevant chapters). These families should be of particular 
concern to policy makers and we draw out the implications of these 
findings for some of the current housing policy issues detailed in 
Chapter One in the following section. 

Table 5.1: Families in housing disadvantage 
Yes 
7.2 

10.5 
9.0 

14.7 
0.5 

36.5 

Lack a basic amenity 
Have a major structural problem 
Overcrowded 
Have a (baSiC) financial difficulty 
Negative capital gains (1982-90) 
Negative total housing benefits 
>$-1000 per annum 

No 
92.8 
89.5 
91.0 
85.3 
99.5 
63.5 

N 
3025 
3009 
3012 
2970 
739 
570 

The proportions of families in housing disadvantage, as identified by 
the survey, are generally quite small. This is particularly the case for 
each of the first three measures of housing disadvantage which are 
concerned with the physical properties of the dwelling. The final 
three measures of housing disadvantage are concerned with the 
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financial aspects of housing and here the figures indicate greater 
cause for concern. The first of these relates to financial difficulties. 

• 

The 14.7 per cent of families that have a basic financial difficulty are • 
those families whose incomes are 150% of the poverty line or less 
and whose housing costs made them worse off on an after housing 
basis and had either: 

- received assistance from family or friends to pay mortgage or 
rent; 

- got financial help from family/relatives to pay for day to day • 
needs, or; 

- got material help from a welfare agency. 
The final two measures relate to home owners in the four 
Melbourne areas only and indicate that virtually all home owners 
enjoyed real capital gains in the period 1982-90. When, however, a 
more comprehensive account is taken of the financial costs and • 
benefits of home ownership, 36.5 per cent of all home owners 
suffered negative total housing benefits in 1991 of more than $1,000. 

Table 5.2: Areas In which the largest percentage of families in housing 
disadvantage live. 

Nature of housing disadvantage Area % N 

Lacking anyone basic amenity Melbourne 30 104 
Major problem with structural feature South Sydney 20 40 
Overcrowded Melbourne 16 56 
Basic financial difficulty Elizabeth/MP 42 106 
Negative total housing benefits >$-1000 Berwick 70 28 

The social group most likely to be found in this category of 'in 
housing disadvantage' is overwhelmingly single parents, many of 
whom are public housing tenants. On each of the above listed 
measures single parents, of whom 89 per cent are women, constitute 
the single largest 'vulnerable' group to be found amongst those 
families in housing disadvantage. Fourteen per cent of single parents 
lack anyone basic amenity; 18 per cent experience a major problems 
with a structural housing feature; 12 per cent are overcrowded. 
Among owner occupier single parents, 45 per cent experience a basic 
financial difficulty related to high housing costs and 73 per cent of 
them have experienced negative total housing benefits of greater 
than $-1000. 

What do these findings indicate about the nature of the relationship 
between housing and living standards? Housing as a good has to be 
understood in at least two different ways. At one level it is a 
consumption good, the quality and quantity of which appears to 
reflect and perhaps reinforce differences in living standards that 
emerge from the labour market. The more income one earns the 
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more able you are to purchase desirable housing goods. In the public 
sector, however, low income should not prevent enjoyment of 
housing of sound structure with reasonable amenities. 

A second way in which we can understand the significance of 
housing for living standards is by perceiving it as an investment 
good. This aspect of housing only applies to home owners, creating 
an immediate tenure-based division between home owners and 
renters. The investment good aspect of hOUSing, rather than 
reflecting and reinforcing income inequalities from the labour 
market, appears to reward home owners in inner-urban areas 
whatever their labour market income position. Home owners in 
outer-urban areas tend to receive much smaller capital gains (in 
absolute terms but perhaps not in percentage terms) and 
consequently greater proportions experience negative total housing 
benefits, again, regardless of labour market income position. Low 
income home owners in inner-urban areas may experience an 
amelioration of labour market inequality through the housing 
market. Conversely, low income home owners in outer-urban areas 
may find any position of inequality derived from the labour market 
accentuated as their home ownership results in negative rather than 
positive annual financial housing benefits, and assets which are 
falling in value relative to those of owner occupiers in middle 
suburbs. The housing market can thus act in contradictory fashion to 
both ameliorate and accentuate labour market inequalities. It is the 
spatially differentiated housing market that allows this to take place. 

If the financial aspects of home ownership reward inner-urban home 
owners more than outer-urban home owners, the physical quality of 
housing redresses this somewhat. There is a higher incidence of 
major problems with structural housing features amongst the older 
housing stock of inner-urban areas when compared with the newer 
housing stock of outer-urban areas. 

ALSS data indicate a wide range of housing quality and values to be 
available in anyone area, implying that residential segregation of the 
city into distinctive 'class' areas is not a necessary result of the 
operations of the housing market. Findings about the spatially 
differentiated financial and physical quality aspects of the housing 
market counter this to some extent, however. To the extent that 
inner-urban housing is of a poorer physical quality, lower income 
groups may be less inclined to buy it due to the high renovation, 
repair and maintenance costs. Better quality housing, in terms of its 
physical condition, is available for similar prices in the outer-urban 
areas and this is likely to be an attractive purchase to the lower 
income buyer. Subsequent to purchase, however, whilst renovation, 
repair and maintenance costs will be low, total housing benefits are 
also more likely to be negative. 
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Many commentators have interpreted evidence of low income 
families moving into home ownership in the outer suburbs as a 
positive sign, offering a degree of security in an otherwisee 
unfavourable location (Maher et al 1992). The finding from the 
ALSS that large proportions of home owners in outer-urban areas 
are in fact realising negative total housing benefits, questions the 
extent to which this assumption is sound. Not only may families 
who move into outer-urban areas be buying into locationally 
disadvantaged areas but their decision to buy a dwelling in such a • 
location may further harm their overall living standards. 

Housing policy issues 

In this section the implications of the above findings and of the 
report in general are considered in relation to some of the recent key 
housing policy documents discussed in Chapter One. 

The National Housing Strategy (NHS) recommended that access to 
home ownership be improved. To the extent that this means 
extending home ownership to lower income groups, the findings of 
this report sound a cautionary warning. Whilst our findings have 
not commented upon the socio-cultural aspects of home ownership, 
it is clear that the economic aspects of home ownership, at least in 
periods of high real interest rates, are less rosy than popular 
mythology would have us believe. With 36.5 per cent of families 
suffering negative total housing benefits of greater than $-1000 on an 
annual basis, and with the majority of these families being located in 
outer-urban areas, the assumed logic of continuing to expand home 
ownership through cheaper house and land packages on the urban 
fringe must be questioned. 

One of the key themes of the Industry Commission Report on Public 
Housing is that assistance should be provided to low income private 
renters to render their housing costs and tenure security comparable 
with those in the public rental sector. 

An unexpected finding regarding poorer amenity provISIon and 
physical quality circumstances amongst public renters, alerts us to the 
fact that any comparison of relative housing advantage or 
disadvantage must adopt a multi-dimensional approach. Whilst 
there is a need to provide rent assistance and tenure security to 
particular private renters to a level comparable with those in the 
public rental sector, there is also a need to raise the levels of amenity 
provision and physieal quality in parts of the public rental sector to a 
level at least comparable with the private rental sector at large. 

In discussing loeational disadvantage, Maher et al (1992) assume that 
young families moving into homeownership in areas with few 
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services will have gradually improving opportunities to move to 
better areas as their incomes rise. This research, however, suggests 
that home ownership in some areas may have such severe negative 
financial consequences for families that very significant real income 
rises are required if families are to be economically secure. 

While public policy may seek to help families meet their preferences 
with regard to their housing and location, it is recognised that there 
are competing social, economic and environmental objectives which 
governments and society must address. While some are dissatisfied 
with the size, cost, location or quality of their accommodation, other 
factors must also be taken into account when deciding upon 
appropriate policy responses. With reference to the quality of the 
housing stock, for example, findings about dwellings in poor 
condition, in policy terms, lead to further questions about costs, 
competing priorities for government resources and what programme 
to use to bring about repairs (regulation, income support, area 
improvement programmes, vouchers, government acquisition?). 
Similarly, while individuals may want more provision for cars, 
cheaper petrol etc, as a solution to their individual transport needs, 
total resource costs and environmental considerations may indicate 
that other policies would be better for SOciety as a whole. It is within 
this context that the housing and locational preferences of Australian 
families perhaps need to be understood in relation to a current policy 
strategy of urban consolidation. 

Understanding the housing preferences of Australian families is 
particularly important at present in the light of several government 
programmes aimed at substantially increasing the proportion of 
new-built housing which is of medium denSity. These programmes 
have various aims relating to overcoming urban sprawl, containing 
escalating infrastructure development costs and the growth of non
sustainable urban environments. 

Urban consolidation would appear to have greater opportunities for 
success in inner-urban areas where 'big blocks' and 'detached houses' 
were less strong preferences amongst families looking to rent or buy. 
However, with less available land in inner-urban areas there would 
appear to be fewer opportunities for urban consolidation to have a 
significant impact despite the recent trends toward flat and 
apartment construction in such locales. 

Briefly, the recent spate of housing and location preference studies 
conducted in Australia appear to have asked very different questions, 
preventing little in the way of comparable data across the surveys. 
This points to a clear need for a national clearing house on housing 
research and this could be a role for the newly created Australian 
Housing and Urban Research Institute to play in the future, to 
ensure that the full value of any housing research undertaken can be 
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reaped. 

Limitations of the data and implications for future research 

Finally, the findings reported above and the process of data analysis 
undertaken to arrive at them, suggest a range of research problems 
and issues which require further consideration. These not only 
indicate some of the limitations of the findings reported above, but 
also possible directions for future housing policy research. 

Measuring the proportions of families in housing disadvantage 
requires the creation of benchmarks of appropriate and adequate 
housing with respect to affordability, quality of occupancy, physical 
condition, etc. Creating such benchmarks is an art rather than a 
science; for example, the imprecision of the measure of major 
structural problems, quite apart from the level of knowledge of the 
respondent, comes partly from the different senses in which major 
problems can be interpreted. "Do you have problems with 
plumbing, drainage or sewerage" can be answered in terms of: 

1. The performance of these systems relative to when they were new. 
In the case of older housing plumbing eg water pressure may have 
deteriorated significantly. 

2. The appearance or performance of these systems relative to those 
currently available eg older plumbing which may work satisfactorily 
but look very old fashioned (eg exposed pipes, toilet cisterns). 

3. Variations in taste or judgment between respondents eg perceived 
deficiencies for one respondent (eg antique appearance or outside 
toilet) may be a matter of indifference or pride to others. 

• 

• 

• 

• 

• 

• 

4. Whether major problems are at a level to cause health or safety • 
problems. 

5. A major need in future research, however, is to relate the stated 
problems to the costs of overcoming them. In policy terms, the cost 
of "fixing" major problems is important in terms of assessing the 
significance of such problems throughout the housing stock. Some • 
major problems, eg leaking tap, leaking roof, may be relatively 
inexpensive to fix, yet some problems which may be minor in terms 
of system performance may require the replacement of whole 
systems. 

These issues also involve broader assessments, for individual 
owners and for the formulation of housing policy on repairs. To • 
accurately measure such broader assessments the research 
instruments used should recognise that whether it is economic to 
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repair or replace systems may depend on the condition of the rest of 
the dwelling and/or whether the site warrants redevelopment to 
higher density. 

Second, the findings of this report indicate clearly that real capital 
gains are available to virtually all home owners but total housing 
benefits are negative for many, particularly in outer-suburban areas. 
This raises an important question about why total housing benefits 
appear to be lowest in outer suburban areas. Future research, for 
example, could usefully investigate the differing role of 
gentrification, or public and private investment in generating capital 
gains. Similarly, the causes of higher and lower housing costs are 
worthy of further investigation. 

Third, whilst the survey gathered information on the housing 
preferences of families, differences between families may reflect 
differences in constraints and expectations rather than real 
differences in preferences. Further insights should seek to go beyond 
asking about the housing and location preferences of families at the 
time of searching for a place to live, and examine also the constraints 
of income, family composition, accommodation available. 

How sets of constraints may have shaped preferences and housing 
expectations is generally unknown. Thus, families who were not 
looking for a large block or a new house when purchasing their first 
home (eg because of constraints) may nonetheless move into such 
accommodation when their incomes permit. Thus, in using the -
information on housing and location preferences for policy 
formulation on such issues as diversity and urban consolidation, it 
must be remembered that the priorities expressed by families (in 
given circumstances) may not be their highest priorities. By failing 
to control for the context in which preferences are expressed, research 
on preferences often appears contradictory from one study to another 
and comes up with predictions which do not conform to later 
behaviour. Furthermore, as family circumstances change so do their 
housing needs. Preferences stated at one point in the family life-cycle 
cannot be interpreted as the only housing preferences any particular 
family will ever have. The issue of changing housing needs in 
accordance with movement through the family life-cycle is one 
worthy of further investigation in future housing and location 
preference studies. 

Data that details the preferences and circumstances of individual 
families tends to result in a utilitarian analysis whereby families 
appear to be all knowing and rational operators in the housing 
market, seeking their optimum housing and location preference. 
What is ignored by such an approach are the limitations to people 
acting in such a way, including time, emotional attachment to 
particular areas and the direction given by real estate professionals, to 
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name but a few. There is a need for future housing and locational 
preference studies to examine the structural factors that impinge 
upon the actions of individual families and the structural factors that 
influence the operations of the private and public housing systems. 

Fourth, this report has examined dimensions of housing 
disadvantage that relate to physical quality and the provision of basic 
amenities, capital gains and total housing costs/benefits, and quality 
of occupancy. There are, however, other dimensions of housing 
inequality that have not been considered. 

Home owners enjoy rights of security and control markedly beyond 
those of both rental tenures. Home ownership is also a conveyer of 
social status and renting of stigma. These are aspects of inequality 
that construct housing advantages and disadvantages for particular 
tenure groups which have not been addressed in this report due to 
the nature of the ALSS data. As well as taking on board some of the 
above mentioned methodological suggestions, future research on 
housing and living standards will also need to include analysis of 
these dimensions of housing difference 

To conclude, this study of the housing circumstances of families in 
nine metropolitan areas has found generally high standards of 
housing quality and satisfaction with housing, but substantial 
inequality between renters and owners, between public and private 
renters and between owners in different areas. It is suggested that 
relative inequalities (security of tenure, size, asset value, capital 
gains) should be a major focus of further housing research, although 
without abandoning measurement of the incidence of physically 
substandard conditions. While numbers and proportions of 
families in poor quality and overcrowded accommodation are small 
overall, such conditions can impose severe stresses on family life, 
particularly among the families with few housing alternatives. 
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Appendix A: 
Methodology and 
Interpretation 
of Results. 

The 14 localities in the Australian Living Standards Study were: 

Outer Metropolitan 
Penrith NSW 
Campbelltown NSW 
Berwick VIC 
Werribee VIC 
Elizabeth/Munno Para SA 

Middle Metropolitan 
Box Hill VIC 
Ryde NSW 

Inner Metropolitan 
Melbourne VIC 
South Sydney NSW 

Non-Metropolitan 
Berri/Loxton/Renmark SA 
Roma/Bungil QLD 

Remote 
Tennant Creek NT 
Richmond QLD 
Doomadgee QLD 

Excluding Richmond and Dommadgee, which were managed by the 
Northern Australian Development Unit (NADU), six of the localities 
were chosen by those contracting the study and six were chosen by 
AIFS. 

The population of interest was all households in a locality which 
contained at least one parent or guardian who had at least one 
biological, adopted or foster child under twenty years of age, whether or 
not the child actually lived in the household (except where the child was 
living elsewhere with their other parent). 

The household survey sampling in all chosen areas in Victoria, New 
South Wales and South Australia (ie. not Tennant Creek, Roma/Bungil, 
Richmond and Doomadgee, which were treated as a census) was as 
follows: 
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1. A listing of all residential properties in the locality was obtained from 
the relevant council rates list. Where possible, names of residents of 
long-term caravan parks were added to this list before sampling. 

2. The target number of families with children under twenty years for 
each area was 500, with the exception of Tennant Creek Assuming a 
response rate of 50 per cent, which took into account the likely non
contact rate (vacant dwellings, holiday flats, etc.) a possible 1000 such 
families were therefore required from the random sample of families . 

3. The proportion of such families in each locality was estimated using 
the 1986 Australian Census and the sample size was calculated using 
the fraction of families with children in that locality, using the formula: 
( (500 >t 2) / fraction of target families ). The required sample was then 
randomly computer generated from the total residential households. 

Fieldwork 

1. A letter was sent to all addresses sampled containing the study 
brochure, a letter from the AIFS Director, a sheet explaining the study in 
six languages and an information form for the household to return. The 
information form was to determine eligibility for the study, plus 
telephone contact numbers and language spoken. Those returning this 
form were sent a thank you letter and offered a $1 scratch lottery ticket 
for their time. 

2. Eligible families with telephones who returned their form were then 
contacted via the AIFS Computer Assisted Telephone Interviewing 
system to obtain basic household demographics and determine language 
interpreter needs. Those without a telephone were door-knocked. 

3. Those not returning forms were sent reminder letters and, if necessary, 
then contacted by telephone or door-knock Telephone numbers were 
attached where possible using a computerised telephone directory. The 
originally selected addresses in the sample were thoroughly pursued, but 
some non-contact resulted from non-existent addresses, vacant 
properties and continual non-response to telephone calls and door
knocks. This level of non-contact was generally higher than originally 
envisaged largely because of inaccuracies in the council property lists 
provided. 

4. Eligible families who agreed to participate were then mailed 
questionnaire Parts 1 and 2 for self-completion. These were the forms 
for personal demo graphiCS of all household members and general 
household information about hOUSing, transport, health services, etc. for 
the family. 
5. About one to two weeks later, face-to-face interviews were conducted 
with a parent (usually mother). These used the Part 3 questionnaires, 
which covered children's services and wellbeing for four age groups of 
children: those not yet at school, primary school age, secondary school 
age and less than 20 who have left school. Parts 1 and 2 were checked 
at this time. 
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6. After this interview, the personal self-completion questionnaires for 
secondary students, those who had left school and parents (parts 4 and 
5) were left behind, each with an envelope to seal for privacy. 

7. Non-english language interviews were conducted fully face-to-face, by 
language interviewers, over several sessions. Identification of literacy 
problems also led to some additional face-to-face interviews. 

Period of fieldwork. 

In the urban localities interviews were mainly conducted within the 
following periods: 

Berwick, Box Hill 
Werribee 
Melbourne 
Elizabeth/Munno Para 
Campbelltown 
Penrith 
Ryde, South Sydney 

October to December 1991. 
November 1991 to February 1992 
December 1991 to April 1992 

March to June 1992 
August to October 1992 
September to November 1992 
October to December 1992 

Contact and response rates For households in the Victorian, New 
South Wales and South Australian samples, the average successful 
contact rate was 79 per cent and the average response rate for eligible 
households was 71 per cent (see table A.l). 

Interpretation of results 

Care should be exercised in the interpretation of statistical findings from 
this study. As the 9 urban areas selected for household interviews were 
not randomly selected, they cannot be treated as representative of 
metropolitan areas in general or representative of Sydney, Melbourne 
and Adelaide. 

As described above, random sampling procedures were used for 
selection of families for interview in each of the study areas. While 
results for each area can generally be treated as representative of eligible 
families, in South Sydney there appears to be some underrepresentation 
of low income families. 

Finally, in a number of tables in this report, the characteristics of small 
groups were examined by combining the data from all the urban areas. 
As the data was not weighted the aggregated results are not necessarily 
representative of the combined study areas, and can be treated as 
indicative only. 
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ALSS: Contact and Response Rates for 10 locality's Studied 1991-92 

From mail- Of those households contacted : Of those eligible : 
out, % of Refused, 
households Known status Known Completed Refused or Final 
contacted ineligibles unknown eligibles the sUNey incomplete sample 

size 
% % % % % % (N) 

Locality Name 
(mailed-out) 

Berwick 
(1523) 83 46 6 48 70 30 (424) 

Box Hill 
(3451 ) 87 67 10 22 80 20 (520) 

Melbourne 
(7203) 71 83 4 13 65 35 (420) 

Werribee 
(1717) 92 45 16 39 78 22 (478) 

Riverlands 
(2432) 84 56 12 32 80 20 (519) 

Elizabeth 
(2461 ) 66 54 10 36 73 27 (427) 

Campbelltown 
(1901 ) 90 39 22 39 61 39 (407) 

Penrith 
(1943) 65 48 14 38 80 20 (393) 

Ryde 
(2991 ) 87 66 14 20 71 29 (367) 

South Sydney 

(7092) 60 81 7 12 53 47 (265) 
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Appendix B: 

• Major problems 
with non-structural 
housing features, 
by area 

• 
Table B.1: Major problems with specific non-structural housing features by area. 

Heating Total Cooling Total Hot Total Pests Total Natural Total 
N N water N N light N 

• Berwick 5.8 417 15.2 381 2.4 417 2.9 417 2.9 416 
Box Hill 5.1 508 9.8 467 2.4 509 2.2 508 2.8 509 
Melbourne 10.1 405 8.5 353 1.5 408 5.6 408 5.8 410 
Werribee 3.3 460 6.1 429 1.3 462 1.1 464 2.4 464 
Elizabeth / MP 13.3 413 15.4 410 2.6 418 5.5 416 7.2 418 
Campbelltown 9.5 391 11.5 384 2.8 398 4.2 400 4.2 400 
Penrith 7.2 377 9.3 376 1.6 382 2.9 382 3.1 383 

• Ryde 4.9 350 6.9 346 0.8 359 2.2 360 2.8 362 
South Sydney 6.8 250 5.6 249 2.0 257 7.8 258 10.4 259 

Paint Total Inside Total OutsideTotal Doors Total Stove Total 
work N walls N walls N windows N N 

Berwick 5.1 415 2.6 417 1.7 416 3.4 418 2.2 417 • Box Hill 7.3 509 2.8 508 1.4 506 3.0 509 3.0 507 
Melbourne 9.7 411 8.8 409 4.7 401 6.3 411 3.9 407 
Werribee 3.5 461 1.3 463 1.5 463 1.3 463 3.0 464 
Elizabeth / MP 9.1 418 8.6 416 7.9 417 7.0 417 2.4 418 
Campbelltown 4.8 400 1.8 398 1.2 399 3.3 399 4.0 400 
Penrith 3.4 381 0.8 383 2.6 382 1.6 384 2.9 383 
Ryde 6.7 360 2.8 357 2.2 358 1.7 359 2.8 361 

• South Sydney 10.5 257 6.6 257 5.1 254 5.0 260 5.8 257 

Water Total Fences Total StorageTotal Floor Total Floor Total 
supply N N space N covering N other N 

Berwick 0.5 418 8.0 415 12.5 417 4.4 412 1.7 413 

• Box Hill 1.2 508 9.5 505 10.7 503 6.3 509 1.2 507 
Melbourne 0.5 409 6.9 334 23.9 398 8.6 407 4.4 405 
Werribee 0.7 462 5.2 461 11.0 463 2.2 462 0.2 463 
Elizabeth / MP 2.4 416 10.3 416 13.2 415 7.2 416 5.1 413 
Campbelltown 2.3 399 8.4 395 13.4 396 5.3 398 2.0 396 
Penrith 1.3 384 8.3 382 12.1 380 3.9 383 0.8 381 
Ryde 0.8 361 6.8 351 10.8 360 4.5 359 2.5 359 
South Sydney 2.3 257 6.1 246 30.0 257 6.6 256 5.1 256 

• 
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Screens Total Yard Total Lifts Total CommonTotal Other Total 
N N N areas N N • 

Berwick 4.2 408 3.9 410 0 0 0 2 0.9 329 
Box Hill 6.2 502 4.2 505 0 4 0 8 1.3 463 
Melbourne 9.1 394 6.1 379 27.1 85 16.8 107 3.2 381 
Werribee 2.3 453 2.2 460 0 4 0 4 1.2 411 
Elizabeth / MP 7.5 415 7.2 414 0 1 0 0 1.9 419 
Campbelltown 5.3 398 2.5 395 0 3 0 8 0.5 403 • Penrith 2.6 383 1.6 378 0 5 0 7 0.8 376 
Ryde 5.7 351 3.1 355 0 12 6.2 32 1.9 362 
South Sydney 8.1 223 5.3 243 10.0 20 8.0 25 5.0 258 

• 

• 

• 

• 

• 

• 
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Appendix C: 
Provision of 
basic amenities, 
by area 

Table C.1: Lack of amenities by area. 

Own Total Shared Total 
kitchen N toilets N 

Berwick 0.2 420 90.0 420 
Box Hill 0 510 96.7 509 
Melbourne 0.5 410 95.8 410 
Werribee 0 466 92.5 466 
Elizabeth / MP 0.2 420 91.3 420 
Campbelltown 0.5 403 91.1 403 
Penrith 0.3 386 93.0 385 
Ryde 1.6 365 94.0 365 
South Sydney 0.4 262 96.9 260 

Off street Total Easy parkingTotal 
parking N in street N 

Berwick 9.8 419 18.1 420 
Box Hill 6.3 510 14.5 509 
Melbourne 42.9 410 23.4 411 
Werribee 6.5 464 18.1 465 
Elizabeth / MP 12.1 420 19.8 419 
Campbelltown 7.4 403 18.9 403 
Penrith 4.7 385 15.3 386 
Ryde 8.8 365 19.2 364 
South Sydney 56.0 259 41.9 258 

Town Total Gas/electric Total 
water N solar hot water N 

Berwick 2.1 420 2.6 420 
Box Hill 0.2 510 0.6 510 
Melbourne 1.2 409 2.4 410 
Werribee 0.6 465 0.4 465 
Elizabeth / MP 4.0 420 1.4 420 
Campbelltown 1.5 403 3.0 403 
Penrith 1.6 386 3.6 386 
Ryde 0.8 365 4.4 365 
South Sydney 1.9 261 5.0 261 

Own Total Shared Total 
laundry N laundry N 

1.2 418 94.5 419 
0.8 510 97.6 509 

23.7 410 74.1 409 
0.4 466 96.6 464 
0.7 420 94.3 418 
0.7 403 96.5 403 
1.0 386 95.8 386 
3.8 365 92.9 365 
4.6 261 95.0 259 

Mains Total Insulation Total 
electricity N N 

0.5 420 16.3 418 
0.8 510 17.3 509 
1.5 410 38.6 396 
0 465 17.4 465 
0.2 420 27.8 418 
0.7 403 31.8 403 
1.3 385 17.9 386 
0.6 365 37.0 362 
1.9 261 50.4 258 

Other hot Total Inground Total 
water N pool N 

88.8 411 95.2 420 
91.4 510 92.2 510 
90.7 407 97.6 411 
92.0 461 95.0 464 
89.5 419 91.9 420 
89.2 399 85.1 402 
87.5 384 83.4 386 
88.9 359 82.7 365 
91.9 258 95.0 259 
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Central Total Air Total • heating N conditioning N 

Berwick 55.7 420 64.8 420 
Box Hill 48.5 509 68.4 510 
Melbourne 69.0 410 89.8 411 
Werribee 68.8 464 55.8 464 
Elizabeth / MP 86.9 420 31.2 420 
Campbelltown 96.0 403 70.5 403 • Penrith 92.2 386 44.8 386 
Ryde 94.8 365 72.2 364 
South Sydney 96.9 259 97.3 259 

• 

• 

• 

• 
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Appendix D: 
Outline of 
AIFS Housing Model 

This appendix outlines the major elements of data and methods used in 
the measurement of capital gains and housing benefits. 

Before using the data collected from ALSS households and Local 
Government records, however, several checks were done to identify and 
exclude properties where the data appear unreliable. Firstly, the 
owner's estimate of market value was compared with the Council 
valuation of the property and cases excluded where the owner's 
estimate was more than 50 per cent above the Council's or more than 20 
per cent below. When the value of the improvements was calculated 
(owner's estimate minus Council valuation of the land), a small number 
of properties were excluded because the value of improvements was 
negative. Similarly, a check was done of the amount paid in Council 
rates, and properties were excluded if rates (as a proportion of site 
value) were more than 50 per cent above the average for the Local 
Government Area. 

Secondly, in order to measure housing costs and benefits of owner 
occupiers data had to be available on how much owners owed on their 
propertyl, how much they paid in rates, and (to calculate tax), their 
income last year. Dwellings for which no figures were available on land 
values were also excluded. 

Finally, because of concern about the extent to which the incomes of self 
employed families provide a good indication of the level of their 
economic resources, families where the husband or wife were self 
employed were excluded. 

Concepts of housing benefits and costs 

The table below summarises the elements of housing costs and benefits 
included in the model. Total housing benefits = benefits minus costs (ie 
net benefits). 

1 Amount owed was needed to estimate interest and opportunity costs. 
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Benefits 
Rental value 
Capital gains on land 

Costs 
Interest on loan 

Opportunity cost on equity 
Rates 
Depreciation/ repairs 
Insurance or risk 
Transfer costs 

One of the major benefits of home ownership for owner-occupiers is that 
they don't have to pay rent. However, direct measures of the rental 
value of owner-occupied properties (asking families themselves) would 
be very difficult to obtain, as most owner-occupiers never seriously 
consider renting out their property and have neither thought about its 
rental value nor sought an assessment from those with some knowledge 
of the market (agents etc). Therefore the benefits families receive from 
living in their own home have been calculated by using the rents being 
paid for private dwellings in the area and trying to control for 
differences in size, quality etc. 

While rented and owner occupied dwellings may be concentrated in 
different parts of a spectrum of quality and size, most houses and units 
that are owner-occupied are not fundamentally different from those 
which are rented out, so the value of rented dwellings was used as the 
basis for estimating the rental benefits received by owner occupiers. 
Families living in houses, flats etc gain benefits from both the shelter 
provided by their accommodation and from the range of services 
accessible from that location. While living close to much-used services 
(employment, schools, shops) provides the most obvious examples of 
benefits associated with well-located dwellings, non-urban families also 
have varying degrees of access to services although they are generally 
further away - the difference is thus of degree rather than kind. 

One of the assumptions on which the calculations of housing benefits 
are based is that the value of the land on which dwellings 'reside' 
provides a measure of the benefits that are available at that location. 
While each family will have its own needs and priorities, and thus put 
different values on the services and other benefits available from where 
they live, it is assumed that the market value of the land reflects (at 
least) the value the family puts on their location and are prepared to 
pay to buy or rent that site. 

Similarly, the market value or price of the dwelling (and other 
improvements) provides an indication of the level of utility which the 
family gains from the dwelling and any advantages it has in terms of 
size, quality of dwelling and fittings, state of repair, security of tenure 
etc. These two elements were used in estimating the rent equivalent 
benefits received by families living in their own home. In recognition of 
differences in quality, size and location, separate least squares 
regressions were run for each area, distinguishing between house and 
land values. The estimates of imputed rental value of owner occupied 
dwellings attempt to take account of variations in quality by applying 
the percentages produced by the regreSSion to the value of each separate 
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property. 

Capital gains are a second major source of housing benefits and are of 
potential importance in public policy as a source of revenue for 
financing the provision of urban infrastructure. In the model a 
distinction is made between capital gains and increases in property 
values, as property values may increase simply because of the owner's 
expenditure on construction, extension or repair of a dwelling. As 
changes in values occur over time and may simply reflect inflation, a 
means of distinguishing between real and nominal gains also had to be 
adopted. 

Changes in property values are separated into those associated with the 
value of the location and those arising from changes in the value of the 
shelter or other improvements on the site. 

Capital gains were defined as the increase in the value of the land -
arising from improvements in nearby services, increasing scarcity etc - as 
distinct from increases in the value of the house and land as a whole. 
Increases in the value of improvements can reflect the owners input of 
capital or effort (extensions, renovations, landscaping, building a garage 
etc) but increases in the value of the land generally reflect the 
community's or other householders capital and effort. 

The model seeks to estimate capital gains in terms of average annual 
increase in land values in order to avoid short term fluctuations in the 
property market and provide an indication of trend costs and benefits. 
While capital gains are usually not of benefit to owners and buyers until 
they sell, recent developments in finance markets now offer owners the 
opportunity to draw upon the equity in their dwelling and thus are 
making capital gains a potential benefit to home owners in the short 
term as well as the long term and providing a further reason for 
including them in estimates of housing benefits. 

As land values fluctuate over time (eg with general levels of economic 
activity), potential differences in a comparison of capital gains between 
areas and families could arise simply because of differences in dates of 
purchase. To avoid this, average capital gains for each property were 
calculated over fixed time periods - 1982 to 1990, and 1986 to 1990. 
Comparisons over other periods are made difficult by the absence of 
valuation data. 

In identifying the costs associated with housing, a number of costs were 
imputed in order to improve the comparisons between individual 
families. Thus, a figure for repairs and depreciation was imputed to 
recognise that dwellings continuously deteriorate with time, even in 
years when no expenditure is incurred for repairs. Depreciation costs 
were calculated at 1.5 per cent of the value of improvements for brick 
dwellings and 2.5 per cent for others. Similarly, insurance on the 
dwelling is imputed2 to avoid the misleading impression of lower costs 

2 Using the rate supplied by an insurance company: $50 plus $16.35 per 
$10,000 of dwelling value - not property value. 
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where owners have chosen to carry the risks covered by insurance and 
avoid the financial costs of the premiums. These two items of cost are 
related to the value of improvements (house, garage etc), not the 
property as a whole. 

The other elements of costs included in the model are Council and water 
rates, the cost of interest on the amount owed on the property3, and the 
opportunity cost of the owner's eqUity. Entry and exit costs (bonds, 
stamp duty, agents and solicitors fees) have been calculated as 4.8 per 
cent4 of property value, but are assumed in the model to be spread 
overlO years. 

Opportunity costs are included because an oWner who has put large 
sums into the purchase and improvement of his/her property, or has 
had substantial capital gains since purchase, is incurring a substantial 
cost in terms of the returns or interest forgone on other potential 
investments. Opportunity costs do not involve direct expenditure in the 
same way as interest payments or rates, for example, and are thus not 
relevant in analysis of the hardship owners and buyers may experience 
(at least in the short term) as a result of high housing outlays relative to 
income. 

They are important, however, in circumstances where families are 
assessing the balance between their income and their assets. Owners in 
financial difficulty eg if they become unemployed or when couples 
separate, are particularly likely to estimate how much their equity in 
their house is worth and what it is costing them in interest forgone. 

In looking at the returns owners could receive if they invested their 
equity in another asset, allowance should be made for taxation. The 
exemption of imputed rental income and capital gains from income tax 
means that these benefits are the same for owner occupiers on a gross 
and net basis. In calculating opportunity cost, however, the returns that 
would be received from alternative investments of the owner's equity are 
assumed to incur tax, at the marginal tax rate of the highest income 
earner in the household (based on last year's income). In the 
measurement of costs and benefits, therefore, the opportunity costs 
included are on a net of tax basis. 

If the benefits of housing do not exceed this definition of costs, the 
owner or buyer would be financially better off by renting a dwelling of 
the same quality and switching the equity in their current dwelling into 
an alternative investment. 

3 The rate of interest on finance for owner occupied dwellings was 13 per 
cent in June 1991; opportunity cost was assumed at the 10 year Treasury bond 
rate,11.15 % (Reserve Bank Bulletin). 

4 Department of Planning and Housing, Victoria (1992), 
Housing Affordability. Victorian Housing and Residential Development Plan, Project 
No 1, Government of Victoria, Melbourne: 71 
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A final issue relates to the method used to adjust for inflation. In the 
calculation of capital gains, values are adjusted to 1991 dollars using 
the CPI. As the other elements of benefits and costs also contain the 5.3 
per cent inflation that occurred during 1991, these elements have also 
been changed from nominal to real dollars 
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Appendix E: 
Income Measures 

Collecting ALSS income data 

The incomes of every person in the household 15 years of age or over 
for the previous financial year (period income) and at the time of the 
survey (weekly current income) were collected in the study. In a 
number of households at least one person refused to give their 
income or did not know their income. There are, thus, no current 
income data for a small proportion of households in each area. The 
current income of self-employed people was imputed from their 
period income. It is likely, however, that this overestimated the 
incomes of some self-employed people since there were indications 
that they were struggling to find work because of the onset of the 
recession. 

Although income was collected at the time of the survey, every effort 
was made to collect 'usual' income rather than income received in 
that particular week, so that, for instance, people who did not work 
in the survey week and did not receive any income did not record 
their current income as nought. In a small number of cases, where the 
wage and salary income of employed people was recorded as 
nought, current income was imputed from period income. 

In order to calculate 'net' income, tax was imputed to gross income 
using a tax program comprising tax rates, the dependent spouse 
rebate, the sole parent rebate, pensioner and beneficiary rebates and 
the Medicare levy. Child maintenance received was added to 
household income. 

Individual incomes were aggregated into a household income. A 
modified version of the Henderson equivalence scale was applied to 
the total household income to give a measure of income after needs 
had been taken into account, thus adopting the principal that total 
household income is pooled and shared. Other people living in the 
household - landlords, employees, nannies, flat-mates, friends and 
boarders aged 20 years and older were excluded from the household 
for the purposes of the equivalent income calculation. While the 
assumption of pooling and sharing of household income may be 
problematic for households where there are other relatives, such 
households comprise only a very small proportion of households in 
the areas. The vast majority of households in all areas consisted only 
of parents with children aged less than 20 years. 

While the basic concept of the Henderson equivalence scale was 
accepted, it was modified in the following manner. Points were 
rounded to whole numbers, eliminating the decimal pOints, since it 
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was not felt that there was a need for this level of detail. The 
distinction between children and adults was retained and the 
Henderson age ranges retained. However, children 18 years and 
older were treated as adults and no distinction was made between 
males and females or between adults of different ages. Following 
Henderson, people who were working or who were unemployed 
received more pOints than people who were not working and were 
not full-time post-secondary students. Those who were workipg 
part-time or who were unemployed were given fewer points than 
those who were working full-time, while those who were full-time, 
post-secondary students were given the same points as part-time 
workers. 

Although there are questions as to whether the incomes of 
self-employed people are artificially lower than those on wages and 
salaries, it was decided not to exclude self-employed people from 
the analysiS. The question of the relationship of indicators of living 
standards to income for self-employed people will be examined 
when further data becomes available. 

Parental income 

Gross income of both parents in a two parent family; gross income of 
a parent in a single parent family. 

Current equivalent household income 

• 

• 

• 

• 

• 

Total household current after-tax income adjusted for family needs • 
using a modified version of the Henderson equivalence scale. 

Poverty line 

Current equivalent household income relative to the poverty line at 
the time the household was surveyed (see interview dates). The 
poverty line for Henderson's standard family (2 parents, father 
employed, mother not in the labour force, 2 children 5 and 8 years) in 
the June quarter 1993 was $372.29 per week (disposable income) 
(Institute of Applied Economic and Social Research, Sept. 1993). 

For more information about equivalence scales and the Henderson 
Poverty Line, please refer to : 

Whiteford, P. (1985), "A Family's Needs: Equivalence scales, poverty 
and social security", Research Paper No. 27, Development Division, 
Department of Social Security, April 1985. 
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