Making housinga ordable
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Too many
costly homes

While more new houses are going up, they re not necessarily ones that
middle and low-income New Zealanders cana ord, leaving the
housinga ordability crisis unresolved.
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NEW ZEALAND IS BUILDING more homes
now than it has in the last 45 years. This
is critical to make up the housing supply
de cit of recent years, but as Ireland and
other jurisdictions overseas have found,
building more houses is not the same as
building houses a ordable to middle and
low-income households.

58% of new homes in top 25% of prices
It is well established that New Zealand s
building industry has been moving upmarket
with higher and higher proportions of dwell-
ings built in the top 25% of house values.
That rush to building high-value housing
rather than low-cost housing has been
particularly pronounced since the 1990s.

By 2014, almost 58% of house new builds
were in the highest quarter of house prices.
The housing crisis partly re ects that reduc-
tion in low-cost housing production.

Price increases even when supply is up
Increasing dwelling production per se
does not generate low-cost houses that are

a ordable for households. For those using
simple supply/demand models to understand
pricing, this seems counter-intuitive. Surely
if supply increases, house prices will drop?

There are lots of reasons why this is not
the case that are outside the ambit of this
article, but some examples demonstrate
the point.

First, New Zealand saw a sharp increase
in house prices in 2003 even in regions
characterised by likely depopulation.

Second, even in markets seen as most
undersupplied, such as Auckland, there has
been a surplus of new dwellings relative to
household growth.

Shortage of low-cost houses

In an article in www.interest.co.nz, Auckland
University s Michael Rehm also notes that,
while over 99,000 new dwellings were built
in Dublin between 2002 and 2007, a 27%
increase in stock, house prices increased
signi cantly over that time. It was only the
global nancial crisis that brought a subse-
guent decline in house prices.

Homelessness, more households with
multiple unrelated people as well as house-
holds composed of multiple families or
families and others and houses persistently
empty despite unmet housing needs indicate
the low-cost segment of the housing stock is
underserved by new builds.

Struggle for low and middle-income
households

Associated with the limited production of
low-cost new builds has been the develop-
ment of widespread a ordability problems
across low-income and middle-income
households.

This is particularly the case for those
households classically de ned as in need of
a ordable housing those with incomes at
or below 80% of median incomes.

Before 1991, low-cost new builds affordable

Those households were able to a ord low-
cost new builds in the period prior to 1991.
Now they struggle to nda ordable housing.

In 1966, a household on 80% of median
household income would have typically =

Build 177 — April/May 2020 — 43



