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Executive summary

e The growth of private rental housing in Australia is important across a range of
policy areas, from the administration of housing assistance, to consumer
protection, to macroeconomic policy.

e This report provides a resource for considering policy settings and institutions
relevant to the Australian private rental sector (PRS) by drawing on the
international experience of 10 countries in Australasia, Europe and North
America.

e The report takes a ‘system-embedded’ approach to comparative housing analysis
through interrogating the international experience of housing and impact of
broader economic systems, financial settings, landlord and tenancy structures
and regulation in the reference countries.

e It is not the case that ‘everyone in Europe rents’. Most of the European countries
surveyed have higher rates of home ownership than Australia. In 9 of the 10
countries including Australia, the PRS is the second largest tenure after owner
occupation. In seven countries, the PRS is growing.

e Australia’s PRS stands out in international comparisons for being less
differentiated from the wider housing system in terms of its built form,
household types and incomes. This suggests a high degree of integration between
the Australian PRS and owner-occupier sectors, which is significant for policy-
making.

¢ Finance policy and market settings have undergone remarkable change before
and after the global financial crisis (GFC). Particularly in countries that
experienced a housing crash, finance settings have driven rapid change in PRS
institutions, often without guidance from conventional housing policy objectives.

The report

This is a report of international comparative research into the institutions of private rental
housing and how they are changing. The research was conducted as part of AHURI’s Inquiry
into The future of the Private Rental Sector (AHURI Inquiry 51120).

We take a ‘system-embedded’ approach to international comparative analysis which considers
the particular PRS policy settings and institutions of the reference countries in the context of
their housing and wider socio-economic systems.

For our international review we looked at the 10 countries (Figure 1), with a detailed review of
four (Germany, Ireland, the United Kingdom and United States).
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Figure 1: International comparison

Australia With a more detailed look
at these four
Belgium ‘
Canada Germany
- TEEND
New Zealan United Kingdom
_ United States
Spain
Sweden

Source: Authors.

We took a broad view of ‘institutions’, to include:

e housing and socio-economic system factors, such as housing form, housing markets,
household form and economic performance

e financial settings, such as housing credit, taxation and subsidies
e landlords and managers, both individual persons and large corporations

e regulation, with a focus on laws regarding security of tenure and rents.

Key findings and policy implications

The international comparative literature shows that private rental housing, once regarded as a
sector in terminal decline, is now mostly growing and diversifying, changing in some cases
rapidly. Conventional typologies put forward in housing research are being overtaken by
changes in the PRS and wider housing systems. A rising theme in the literature is the
‘financialisation of housing’, which refers to the increasing importance of housing in financial
markets and the increasing participation of households in finance, particularly through
leveraging property ownership for consumption or investment. Studies of PRS regulation
indicate a diversity of approaches to questions of rent regulation and security of tenure.

From our 10-country survey, and from closer examination of changes in Germany, Ireland, the
United Kingdom (UK) and the United States (US), our key findings and their implications for
PRS policy development are summarised below.

Housing system contexts

Private rental housing is the second largest tenure after owner occupation in all but one of the
countries we reviewed (only in Germany is the PRS larger). In 7 of the 10 countries, the PRS
share is growing, mostly at the expense of owner occupation, and nowhere is it significantly
contracting. Wider system contexts—such as population growth, economic growth, house prices
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and household debt levels—vary across the countries. Germany is exceptional for its extended
period of stable house prices; other countries have had booms and some have had booms and
busts. In all countries house prices are rising again. Australia is unusual for having had a long
escalation in house prices and no recession—and now the highest level of household debt of
the 10 countries.

In most countries, the profile of the PRS mostly tends towards apartments, small households
and lower incomes. In this regard Australia stands out for having a PRS that is less
differentiated from the wider Australian housing system than that in most other countries, in
terms of building types, household form and household incomes.

Policy implications

The relatively high degree of resemblance between the profiles of the PRS and wider housing

system in Australia implies a high degree of integration, particularly between private rental and
owner-occupier markets. Hence, the policy settings and market conditions which apply to one

may be transmitted readily to the other.

Australian housing policy discussions are usually directed to improving affordability; it would be
wise to think also about how to conduct equitable housing policy in a post-crash market. The
integration between the Australian PRS and owner-occupied sectors heightens the prospect of
investment in both sectors collapsing with little established institutional capacity for counter-
cyclical investment that makes necessary additions to supply. The question of managing and
relieving housing-related debt involves doing justice not only between creditors and debtors, but
between debtor and non-debtor households.

Financial settings

Across the 10 countries, housing investment is mostly financed by credit, which is mostly
provided by banks. Over the past two decades, housing credit has expanded—albeit
punctuated by the GFC—with the development of new funding sources. Following the GFC,
nine of the countries surveyed have implemented housing-specific macroprudential tools as a
financial stability measure.

In those countries most affected by the GFC, government programs for the disposal of impaired
property-related assets have significantly increased the position of large corporations in the
PRS, both directly as landlords (as in the United States) and indirectly as owners of loans with
PRS properties pledged. The responses of Ireland, the United Kingdom and the United States
to their financial and housing crises have enabled some existing owner-occupiers and large
financial institutions to increase their position in the housing market, though with some curbs
around riskier bank lending. This may be no more sustainable or equitable than the pre-GFC
housing credit expansion.

Looking at the range of tax settings applicable to housing and the PRS, we find some surprising
results. Australia and Germany share several settings: both countries exempt owner-occupied
housing from capital gains and both provide for negative gearing on similar terms. Yet
Australia’s and Germany’s treatment of negative gearing and capital gains tax underlie quite
different housing market outcomes: speculative inflation in Australia; relatively steady housing
prices in Germany. In some respects, Australia has stronger settings against speculation: for
example, land value tax. Significantly, we identified that eight of the 10 countries have recently
introduced or reformed their tax regimes to provide for real estate investment trusts (REITs),
which are emerging as a significant vehicle for PRS investment funding.

The major form of direct subsidy in the PRS is rent assistance payments. These were made in
all 10 countries to tenants—and hence indirectly to their landlords. Some countries also provide
specific-purpose subsidies to PRS landlords: Germany provides low-interest loans for energy
efficiency modifications and Ireland pays landlords for low-income housing through its Rental
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Accommodation Scheme (RAS). The United Kingdom’s ‘Build to Rent’ incentives, which include
loan and income guarantees, may be outweighed by its austerity-driven reduction in demand-
subsidies paid to low-income tenants, which has significantly reduced the rental revenue base
represented by that cohort in recent years.

Germany avoided the combined financial and housing crises experienced elsewhere because of
a range of institutional factors, including its conservative home lending sector and the
withdrawal of some housing subsidies. It may be that some features, such as negative gearing
and capital gains tax exemptions, have a speculative potential which is active in other contexts,
but not in the specific German context of an historically enduring large PRS, low population
growth, conservative public financial institutions and rent regulation. In trying to shape the
housing outcomes of a growing PRS, Ireland has taken a strategic approach that joins subsidies
and regulation.

Policy implications

Particularly in countries that experienced a housing crash, finance settings have driven rapid
change in PRS institutions, often without guidance from conventional housing policy objectives.
Macroeconomic policy should look further than its effects on financial system stability or housing
market levels to keep in view its effects on housing system institutions and housing policy
objectives. This applies not just in responding to crises: for example, the specific effects of
housing-related macroprudential tools on the investment strategies and borrowing practices of
PRS landlords is worthy of investigation.

Of all the policy settings considered in this review, tax settings show best the necessity of
considering policy settings in interaction with each other and in wider systemic contexts. It is the
interactions which explain how similar tax settings can operate and shape housing outcomes
differently: for example, negative gearing facilitating housing speculation in Australia and
housing affordability in Germany. Strategy for the PRS should join consideration of finance,
taxation, supply and demand-side subsidies and regulation with the objective of making PRS
housing outcomes competitive with other sectors.

Landlords

Smallholding private individuals are the predominant type of landlord in nine countries: only in
Sweden are housing companies more common. Most countries, however, also have some large
corporate landlords (LCLs), and a few have recently seen rapid growth in very large new LCLs.
The origins of LCLs are diverse, but their recent activity has been facilitated by government
activities: in Germany, municipal housing privatisation; in the United States and Ireland, post-
GFC programs for the disposal of impaired assets.

The rising LCLs are not building much rental housing. Rather, they are mostly acquiring existing
properties and actively manage their portfolios through renovations, modifications and sales.
The LCLs have been active also in mergers and, especially in the United States, in devising
new financial instruments. LCLs are often controversial and there is evidence of conflictual
relations with tenants, particularly in Germany and the United States.

Policy implications

‘Institutional landlords’—the LCLs—are now a standing item on the Australian housing policy
agenda. Policy makers and stakeholders in the PRS should start specifying what sorts of LCLs
are really wanted, and how desired housing outcomes will be delivered. Recent affordable
housing policy initiatives have sought to develop community housing providers into a sector of
large-scale, mission-oriented landlords. Care should be taken to ensure that these initiatives are
not colonised by for-profit LCLs at the expense of affordable housing providers and outcomes.
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Regulation

The view of tenancy regulation as ‘red tape’ is out of step with the recent experience of most
countries in this study. None of the recent growth in the PRS in the countries surveyed has
been prompted or unleashed by deregulation (though arguably the United Kingdom’s reforms of
the late 1980s had such an effect). On the contrary, Ireland and Scotland are examples of
successively stronger regulation being implemented as the PRS has grown. Only Spain has
recently liberalised its tenancy laws.

The foremost approach to assuring tenants’ security is to allow landlords to terminate on
prescribed grounds only. This is the situation currently in Germany, Sweden, Scotland, most of
the Canadian provinces and some major US cities. Only Belgium and Spain rely on long fixed
terms and Ireland has a unique regime of cyclical restrictions on termination by landlords. Only
Australia, New Zealand, the United Kingdom (other than Scotland) and some US jurisdictions
allow termination without grounds. Notably, the State of Victoria in Australia is legislating to
remove the provision for termination for no specified reason end the end of the first fixed term of
an agreement.

Rent increases are regulated in four countries—Belgium, Germany, Spain and Sweden—most
of the Canadian provinces and some major US cities by limiting them to a stated guideline or
reference rent. Ireland and Scotland do so in designated ‘rent pressure zones’.

Registers are an old regulatory technology which have been given a new lease of life in several
countries with public registers of private landlords, in particular, providing a mechanism for
monitoring and lifting standards of conduct.

Policy implications

The view of tenancy regulation as ‘red tape’ is out of step with the recent experience of most
countries in this study. Smallholding individual landlords and LCLs operate without undue
difficulty in more strongly regulated PRSs than Australia’s. The use of prescribed grounds for
termination is consistent with Australian PRS institutional structures and could be adopted here;
similarly, market-related rent regulations (e.g. limitation to guidelines or indices) could operate in
combination with conventional Australian tax settings. The extension of registration
requirements to mainstream PRS landlords could address some problems posed by
smallholding landlords and LCLs, respectively.

The study

We reviewed international changes in the institutions of private rental housing through three
phases of research:

e areview of the international comparative literature
e a 10-country survey, involving experts in each reference country and follow-up research

e analysis of detailed country reports by experts in four countries commissioned for this
research.

The first phase of our study was a review of the comparative literature and national studies of
PRSs around the world. Our review of the literature was ongoing throughout the project with the
second and third phases of the study directing our attention to further national-level sources.

The second phase was a survey of PRS institutions and change in the 10 countries, including
Australia. A questionnaire about PRS institutions and change was devised and sent to experts
in the nine international reference countries. Survey responses for Australia were provided as a
guide to response formats. The international responses provided a rich source of data and
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additional resources which we interrogated to identify themes in institutional change for closer
examination in the third phase of our research.

The third phase comprised closer examination of four countries—Germany, Ireland, the United
Kingdom and the United States—as case studies of the themes in PRS institutional change
identified in the literature review and survey. We commissioned four experts—Stefan Kofner
(Germany), Aideen Hayden (Ireland), Mark Stephens (UK) and Alex Schwartz (US)—to each
write a report on their respective country according to these themes of change, which the
research team then used to produce a synthesis analysis of institutional change. The four
country reports are appended to this report.
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1 Introduction

1.1 Why this research was conducted

The Australian PRS is growing, both in absolute terms and relative to the owner-occupied and
social housing sectors. This means, necessarily, that the PRS is changing in terms of the types
of households who live in it, its ownership and the buildings that comprise it. Behind these
aspects of change we might expect further change in the wider contexts of the housing system
and the economy; in the means by which investment in private rental housing is financed; in the
ways in which rental property ownership is organised and conducted; and in the regulatory
regimes that affect the terms on which tenants and landlords engage with each other and with
the housing sector.

Internationally, private rental housing is changing too—in many countries, though not all,
through growth in the amount of stock in the sector. By studying international experiences of
PRS change we may gain alternative perspectives on Australia’s PRS institutions and insights
into the opportunities and challenges that change presents.

This study was conducted as a supporting research project within AHURI’s Inquiry into the
Future of the Private Rental Sector (AHURI 51120). The project was directed to the second
research question of the Inquiry:

Research Question: What lessons can be drawn from institutional change in private rental
sectors (PRSs) internationally which could enhance the equity, efficiency and effectiveness of
the sector in Australia, particularly to improve outcomes for low-income tenants?

To that end, we adopted two subsidiary research questions for the project:

Research Question 1: What significant institutional developments or trends have been seen
recently in private rental sectors in countries comparable with Australia?

Research Question 2: What can be learned from international experience that could inform
change in the Australian private rental market, having regard to its particular institutional and
market sector?

We have pursued these questions in a comparative analysis of the PRS in 10 countries—
Australia, Belgium, Canada, Germany, Ireland, New Zealand, Spain, Sweden, the United
Kingdom and the United States—with closer examination of Germany, Ireland, the United
Kingdom and United States as case studies on contemporary PRS institutional change. We
took a ‘system-embedded’ approach to the analysis informed by Stephens (2011), which
considers the features of each country’s PRS in the context of the country’s wider housing and
socio-economic systems as disclosed by a mix of research methods: a review of the research
literature; a questionnaire survey completed by experts in each of the 10 countries; and
commissioned reports by experts in Germany, Ireland, the United Kingdom and United States.

1.2 Policy context

Interest in the PRS is rising across different areas of policy in Australia. In housing policy,
attention is being drawn to how the PRS is growing relative to owner occupation. More
households are renting longer into their lives, including their child-raising years and beyond, and
more households with moderate and higher incomes are renting. These developments
challenge the historical assumption that owner occupation will provide secure, affordable
housing to most persons over their lifetime and raise the question of how well equipped the
institutions of the PRS are to substitute effectively for owner occupation.
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There is a growing view that to deliver a sufficient supply of appropriate, affordable and secure
rental housing a new sector of large, professionalised ‘Build to Rent’ landlords and special
financial backing is required.

In the more specific area of housing assistance policy, the PRS has grown relative to social
housing. More government funds are spent in the PRS than in the social housing sector with
Commonwealth Rent Assistance expenditures having overtaken Commonwealth—State Housing
Agreement funding in the mid-1990s and continuing to grow (DPMC 2014). With the decline in
funding to the social housing sector, many applicants are waiting extended periods to be
allocated a social housing tenancy. State and territory social housing authorities subsequently
have developed forms of rental assistance that operate in the PRS, such as grants or loans for
bonds, brokerage programs and private rental subsidy programs. Use of these forms of
assistance has increased over the years and these are now the most common form of
assistance provided by social housing authorities.

In 2015-16 state and territory housing authorities in Australia made allocations of public
housing to 21,299 households and private rental assistance to 128,119 households (Australian
Institute of Health and Welfare 2017). Social housing authorities are looking increasingly to PRS
assistance not as a temporary measure pending an offer of social housing, but as assistance
that maintains persons in the PRS without prospect of a social housing tenancy (see, for
example, the proposed Rent Choice subsidy under the NSW Government’s (2016) social
housing agenda Future directions for social housing in NSW).

The social housing offer has been changing too. No longer generally conceived of as a
permanent form of housing or a way into home ownership, social housing increasingly is being
recast as a temporary measure pending the tenant’s transition to the PRS. Most recently, the
Productivity Commission’s draft report on reforms to human services has proposed a further
recasting of housing assistance policy, envisaging social housing operating more like the PRS.
Under these reforms tenants would pay market rents subject to Commonwealth Rent
Assistance and, in some cases, an additional subsidy. They would also be afforded more choice
in respect to their housing, including a PRS tenancy (Productivity Commission 2017). Again,
these developments and prospects raise questions as to how well the PRS is equipped to
perform as an arm of housing assistance policy.

These questions have prompted policy-makers to consider the regulation of the PRS and the
adequacy of the legal rights of tenants—especially as regards their security and autonomy.
From the late 1970s to the early 1990s, all Australian states and territories enacted residential
tenancies legislation on a similar model of prescribed standard forms of agreement, market
rents, ready but orderly termination and dispute resolution through accessible forums. Most
have now reviewed their legislation at least once, with NSW, Tasmania and Victoria having
recently conducted major reviews and Western Australia and Queensland now at different
stages of reviewing their Acts. These reviews are often framed by references to the growth of
the PRS, but have mostly resulted in small fixes of specific problems.

Aside from housing policy, the PRS is also becoming increasingly significant in macroeconomic
policy. As the PRS has grown, so too has the number of persons who own a rental property,
with higher rates of growth for those who own multiple properties (albeit off a low base). Hence
there is a broadening and a deepening of PRS ownership in Australia. The financial liabilities of
PRS investors have grown even more: the stock of debt owed by PRS investors has grown by
50 per cent over the past five years to half a trillion dollars (ABS 2017a). The role of PRS
investment in money creation has drawn the attention of the Reserve Bank of Australia (RBA)
and the position of PRS borrowers and lenders is subject to ongoing analysis by the RBA in its
regular Financial Stability Review reports. Pointedly, the recent Financial System Inquiry (2014)
highlighted the risk posed to the stability of the financial system by housing investment,
particularly in the rental sector, and the Australian Prudential Regulatory Authority has
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1.3 Key concepts

In Chapter 2 we review the existing body of international comparative studies and other
literature on private rental housing. We discuss briefly below three key concepts for the project
and the wider AHURI Inquiry as indicated in our research questions: private rental housing;
institutions; and change.

1.3.1 Private rental housing

We can be relatively clear as to what we mean by ‘private rental housing’ in Australia. The
Australian Bureau of Statistics (ABS) definition ‘renter: private landlord’ constructs private
renting as an economic relationship between a household and landlord, that being: ‘a household
paying rent to a landlord who is: a real estate agent; a parent or other relative not in the same
household; or another person not in the same household’ (ABS, 2017b). The definition refers
predominantly to the ownership of the housing and excludes from private rental two important
categories of ‘landlord’ recognised by the ABS—state housing authorities and community
groups—which we distinguish as social housing. It might be noted that of the three categories of
landlord included in the definition of private rental, the first, 'real estate agent’, is not actually a
landlord but an intermediary who acts for a landlord of another kind. Here the definition begins
to describe wider institutional arrangements and practices in the sector.

Aside from ownership, the ABS definition also refers to the terms on which private rental
housing is provided. The definition excludes arrangements where some other person owns the
housing but no rent is paid: for example, where accommodation is incidental to a person’s
employment and non-commercial housing arrangements between families and friends. This
suggests, without insisting, that private rental housing is provided for profit, which in turn
suggests that market mechanisms will be used to allocate it. It is possible to think of
arrangements that make the definition problematic: for example, rental housing provided by a
community housing organisation outside conventional social housing eligibility criteria and at
market rents. Mostly, though, the elements of the ABS definition work to define a recognisable
sector of the Australian housing market.

When we look internationally, other countries define private rental housing differently. In the
statistics for European countries compiled by Eurostat, we find the question of ownership and
landlord type dispensed with and ‘market rental’ distinguished from ‘below-market rental’. This
follows from some European countries (e.g. Belgium, Sweden) having publicly owned municipal
housing companies that own substantial proportions of ‘market rental’ housing. However, even
the ‘market rental’ criterion can be problematic as some landlords may not be profit-maximising
(e.g. Belgian and Swedish municipal housing companies); some may be subject to state
subsidies and conditions of their allocations (e.g. the individual landlords who provide most of
the ‘social housing’ in Germany); and some countries regulate rents in ways quite different from
what is understood by ‘market rents’ elsewhere (e.g. Sweden’s system of collectively bargained
‘utility rents’). There are also countries where ‘rent-free’ housing is a substantial part of the
housing system (e.g. Austria, Italy and Spain) (Carliner and Marya 2016: 8). How we define and
distinguish private rental housing reflects national institutional arrangements, and these
arrangements are subject to change.

1.3.2 Institutions

We define ‘institutions’, following Hodgson (2006: 2), as ‘systems of established and prevalent
social rules’—a wide definition that encompasses laws, policies, cultural norms, corporate and
organisational forms and patterns of practice by individual persons. Within this definition the
smallholding individual landlords prevalent in the PRS in Australia and many other countries are
collectively an ‘institution’ of each PRS. The institutional focus of our project is intended to bring
attention to aspects of private rental housing that have received less prominent treatment in
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recent research than issues of supply, affordability and other outcomes of housing policies and
markets.

1.3.3 Change

We are particularly concerned with recent changes in institutions. Such changes may be driven
by policy or markets and may be radical or marginal. The key consideration is that a challenge
is posed to established and prevalent social rules.

In thinking about change, we have been guided by Kemp’s (2015) conceptualisation of PRS
institutional change in the United Kingdom, which teases apart the different processes that can
generate gradual but transformative change. These include the layering of new institutions or
rules on top of old ones; displacement where new or previously subordinate institutions become
increasingly important over time; conversion, where an existing institution established for one
purpose takes on another one; and drift, where an existing institution is not updated to take into
account new conditions and becomes increasingly less relevant over time (Kemp 2015: 603—
604).

Our focus is on the past decade or so, though sometimes a longer perspective is warranted to
properly conceive of the change process. Our concern with recent change focuses our
institutional review and orients it to the larger AHURI Inquiry into ‘The Future of the Private
Rental Sector.

1.4 Research methods

Our research was conducted in three phases, each with its own method.

The first phase was a review of the comparative literature and a range of national-level studies
of the PRS around the world. Our review of the literature was ongoing throughout the project
with the second and third phases directing our attention to further national-level sources.

The second phase was a survey of PRS institutions and change in 10 countries, including
Australia. A questionnaire about PRS institutions and change was devised and sent to
international experts in each of the survey countries, along with responses for Australia to guide
implementation of the survey in those countries. The survey provided data and further literature
and sources which we reviewed to identify themes in institutional change for closer examination
in the third phase of our research. The survey was conducted according to the terms of
approval granted by the University of New South Wales Human Research Ethics Committee.

The third phase comprised closer examination of four countries—Germany, Ireland, the United
Kingdom and the United States—as case studies of the themes in PRS institutional change that
we identified in the literature review and survey. We commissioned four experts—Stefan Kofner
(Germany), Aideen Hayden (Ireland), Mark Stephens (UK) and Alex Schwartz (US)—to each
write a report on their respective country according to these themes of change, which the
research team used to produce the synthesis analysis of institutional change at Chapter 5. The
four country reports are appended to this report.
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2 International comparisons of private rental housing

Much like private rental housing itself, the international comparative literature is
growing and diversifying.

Conventional typologies are being overtaken by changes in PRSs and wider housing
systems. The ‘financialisation of housing’ is a rising theme in the research, but its
treatment of the PRS is not well developed. Studies of PRS regulation indicate a
diversity of approaches to questions of rent regulation and security of tenure.

This project takes a ‘system-embedded’ approach, which considers a country’s
particular PRS policy settings and institutions in the context of its housing and
wider socio-economic systems.

2.1 Existing comparative research on private rental housing

There is a substantial body of international comparative research on private rental housing, the
development of which broadly follows the changing prominence of the PRS in housing markets
and policy.

2.1.1 From decline to diversity

Harloe’s 1985 study of private rented housing in Europe and the United States tracked private
rental from its peak as the majority housing form at the end of the nineteenth century through a
long decline over the twentieth century, the pace of change differing between countries. Looking
ahead, Harloe (1985: 318) concluded:

There is unlikely to be any revival of the large scale, organised capitalist provision of
rental housing. Indeed, its decline will continue and even accelerate in those countries
where substantial commercially provided rental housing remains.

However, with an eye to the then recent reduction of state support for social housing
construction in the United Kingdom and United States, Harloe (1985: 318) also acknowledged
the prospect of ‘an expansion of small scale provision of rented accommodation by resident
landlords and others’ to address the housing problem for those excluded from owner occupation
and social housing.

By the end of the twentieth century the theme of PRS decline was under challenge by
developments in housing systems and in housing theory. In an edited international collection of
papers on private rental housing, Priemus and Maclennan (1998) drew attention to the ‘different
faces’ of private rented housing with Maclennan (1998) also observing that in a number of
countries—Australia, Germany, Sweden and the United States—the PRS had maintained its
relative share for some time and that even a relatively declining PRS may in a growing
population be growing absolutely, with noteworthy new investment and providers. Maclennan
(1998: 388) emphasised that ‘an inevitable decline perception was never fully accurate and now
inappropriate’, and detected instead a shift to a proliferation of housing system trajectories
across different countries.

In a series of works, Kemeny (1995; 2001; 2006) set out a theory of housing systems that
challenged conventional sectoral definitions and patterns. In particular, Kemeny criticised the
notion that the rental sector was radically divided between residual, non-profit social housing
and for-profit private rental which, because of high rents and inferior security, tended to decline
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relative to owner occupation. This sort of ‘dualist system’ was specific to Anglophone countries.
By way of contrast, Germany, Sweden and neighbouring countries were ‘unitary systems’ where
for-profit private landlords competed with cost-rent housing providers including, in some
countries, subsidised and regulated private landlords. This drove affordability and security
outcomes that made rental housing a genuine alternative to owner occupation. These different
national housing systems, according to Kemeny, reflected broader strategies of government
expressed in welfare arrangements, as indicated by Esping-Andersen’s (1990) typology of
liberal (dualist), conservative/corporatist and social democratic (unitary) welfare states’.

Since the turn of the century, private rental housing in many countries on both sides of the
dualist/unitary divide has grown and accelerated—as has the literature. General comparative
analyses of private rental housing across selected countries are provided by Haffner et al.
(2009), Oxley, Lishman et al. (2010), Scanlon and Kochan (2011), Crook and Kemp (2014a)
and Whitehead et al. (2016). Each addressed primarily the development of ‘revived’, even
‘vibrant, PRSs, while also acknowledging divergent trends in the position of private rental within
national systems and in the drivers of change (Crook and Kemp 2014b: 10). TENLAW, a
massive research program on tenancy law and housing policy sponsored by the European
Union, presents very detailed country reports and comparisons with a focus on law and state
policy (see TENLAW 2015). Carliner and Marya (2016) provide a concise presentation of
comparable quantitative data as to rental costs, demographics, built forms and conditions
across Europe and North America.

2.1.2 Thematic analyses

Some researchers have taken more thematic approaches. One line of comparative research
focuses on the relationship between the private rental and social housing sectors, following on
from and critiquing Kemeny’s analysis. Haffner, Hoekstra et al. (2009), Hulse, Jones et al.
(2010), Lennartz (2011) and Blessing (2016) present evidence from recent market and policy
developments in various countries that complicates the dualist/unitary typology. For example,
some subsidy programs in ‘dualist’ countries, such as Australia’s National Rental Affordability
Scheme (NRAS) and Ireland’s RAS, have brought some private landlords into a ‘semi-social’
sector (Hulse, Jones et al. 2010: 151; Blessing 2016).

Meanwhile, in some unitary countries programs of social housing privatisation and subsidy
withdrawal are allowing greater play of profit motives and divergence within rental markets
(Lennartz 2011). The underrepresentation of some household types—in particular, families with
children—in the PRSs of these countries indicates that private rental housing may not always
be seen as a genuine alternative to owner occupation (Hulse, Jones and Pawson 2010: 149).
These studies suggest that welfare typologies and trends are losing their analytical relevance
for developments in rental housing and wider housing systems (also Schwartz and Seabrooke
2008: 256; Aalbers 2016: 88; Stephens 2016).

Another line of comparative research relates to housing finance. Whitehead and Lunde (2015)
collected comparable accounts from Europe and Australia of developments in housing finance
over the preceding 25 years. They found that in most of the countries studied there had been
rapid innovation in housing-related financial instruments and expansion in housing-related debt,
but with the countries starting in different positions and following different trajectories over the
period—particularly around the global financial crisis (Lunde and Whitehead 2015a; 2015b).

1 Kemeny regards Esping-Andersen’s ‘social-democratic’ category as a ‘variant’ of the corporatist category, with
which is aligned the ‘unitary’ housing category—a category which also admits considerable variation between
non-profit influenced rental markets (e.g. Germany) and non-profit /ed rental markets (e.g. Sweden) (Kemeny,
2006).
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In national and international housing studies, the ‘financialisation of housing’ has emerged as a
compelling theoretical framework for researchers (Aalbers 2016; Beswick et al. 2016; Bryan and
Rafferty 2015; Fields and Uffer 2016). The theme of this line of research is the increasing
importance of housing in financial markets and operations, and the increasing participation of
households in finance, particularly through owning housing and using it to leverage credit for
consumption or investment. International comparative analyses using a financialisation
perspective include Schwartz and Seabrooke (2008), who categorise countries according to
their degree of housing-related debt and their degree of owner occupation. The resulting
scheme reworks Esping-Andersen’s (1990) typology relating to ‘varieties of residential
capitalism’: ‘liberal’ high-debt/high-owner occupation systems (e.g. Australia, the United
Kingdom, the United States); ‘familial’ low-debt/high owner occupation systems (e.g. Belgium,
southern and eastern Europe); ‘corporatist’ high-debt/low owner occupation systems (e.g.
Germany); and ‘statist-developmentalist’ low-debt/low owner occupation systems (e.g. Sweden)
(Schwartz and Seabrooke 2008: 244)2.

Aalbers (2016) reworks the ‘varieties of residential capitalism’ typology further to consider the
connection of housing systems to global finance and to emphasise the dynamism of
financialised housing systems. Aalbers does this by conceiving of housing financialisation as a
global force which meets with national-level institutions as ‘filters’, resulting in countries
following different ‘trajectories’ within the common trend. On this view, Australia, Ireland, the
United States and the United Kingdom are on a trajectory of high financialisation; they are
joined also lately by Spain, which has switched track from the low financialisation trajectory of
other southern European countries. Germany is on another trajectory where financialisation has
been resisted but may be taking hold.

Financialisation perspectives offer a promising conceptual framework for analysing
contemporary change in housing and economic systems but, curiously, the treatment of private
rental housing is relatively underdeveloped. For example, both Schwartz and Seabrooke (2008)
and Aalbers base their typologies on criteria relating to owner-occupied housing. Aalbers does
address the PRS through observation of the rise of ‘large, financialised investors, such as
private equity firms and publicly listed real estate firms, buy[ing] up entire city blocks or even
entire social housing companies’ (Aalbers 2016: 11)—an important, if still narrow field of rental
housing financialisation.

Another line of international comparative analysis focuses on regulation and the PRS. Lind
(2001) reviews rent regulation. Criticising the conventional dichotomy of ‘first generation/hard’
and ‘second generation/soft’ rent controls for obscuring the heterogeneity of the latter, Lind
identifies instead five types of rent regulation across Europe and North America. Whitehead et
al. (2012) investigate the relationship between PRS size and growth and the degree of
regulation. Following an examination of 11 European countries, they conclude that there is ‘no
clear relationship’ (Whitehead et al. 2012: 69). Hulse, Milligan and Easthope (2011) consider
the degree to which ‘secure occupancy’ can be enjoyed by tenants in different countries. They
find that this concept is properly understood as something more than ‘security of tenure’ and is
a function not only of a country’s laws but subsidies, market structures and cultural norms.

From this brief review of the literature, two general points may be drawn, one about the subject
matter and another about method.

2 The country examples are given by Schwartz and Seabrooke (2008). However, Germany and Sweden, in
particular, do not fit the respective criteria well: Germany has a well-established housing finance system but
housing debt is relatively low; and Sweden has relatively high rates of owner-occupation and housing debt.
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e Neither ‘decline’ nor ‘rise’ really captures the changes that private rental housing has
undergone: there has been a great variety of experiences across countries with different
starting points and different trajectories. This presents a challenge for international analyses.

e International analyses have variously sought to compare, or more often contrast, features of
systems across countries and to theorise the structuring of system features and change.

2.2 Comparative theory

Within the comparative literature several works specifically address conceptual and
methodological issues relating to international comparative housing research: in particular,
Kemeny and Lowe (1998); Haffner, Hoekstra et al. (2010); Stephens (2011; 2016); and Aalbers
(2016).

Reviewing the growth of international comparative housing research, Kemeny and Lowe (1998)
identify three broad approaches in the literature. One is a ‘particularistic’ approach, typically
involving the presentation of a series of descriptions or measurements of countries’ housing
systems in which the analysis is juxtapositional, highlighting uniqueness and difference with a
low degree of theoretical explanation of the differences observed. The second is a universalist
approach, which looks across countries for evidence of common underlying imperatives and
drivers of change, and in which the analysis considers differences as ‘variations’ on essentially
similar or converging developments. Lying between these approaches is a third way, Kemeny
and Lowe’s own preferred ‘divergence’ approach, which tries to ‘discern patterns or typologies
of housing systems’ and presents an analysis that ‘explains how the types comprising the
typology are generated and sustained’ (1998: 170).

Haffner, Hoekstra et al. (2010) employ a similar conceptualisation in reviewing comparative
approaches to private rental housing specifically. They argue for a ‘middle way’ between
‘universalism’ (which assumes, for example, that ‘private rental housing’ can be defined across
countries by a common type of profit-oriented landlord) and ‘particularism’ (which focuses on
the unique mix of corporate forms and business models of landlords in each country). This
middle way consists of first finding ‘commensurability’ between features of national systems by
identifying a ‘key unifying feature: for example, private rental housing can be defined across
countries by the feature of allocation other than according to need (Haffner et al. 2010: 368).
The defined sector should then be contextualised in terms of its function and position within the
wider housing system of a country and presented in a theoretically informed typology: for
example, Kemeny’s unitary/dualist typology, Esping-Andersen’s typology of welfare regimes or
Haffner et al.’s (2009) own typology of differential ‘gaps’ between private rental and social
housing sectors.

Stephens (2011; 2016) presents a critique of these reviews. While accepting that the
approaches Kemeny and Lowe (1998) and Haffner et al. (2010) set out are valid academic
enterprises, Stephens detects in them a disparagement of policy-oriented comparative research
which tends to be conducted in a descriptive or ‘particularistic’ mode (Stephens 2011: 339—
341). Stephens (2011: 344) makes a case for comparative housing research that is especially
attentive to the particularities of national context because of ‘the distinctive nature of housing as
a focus of public policy’. More than other ‘welfare goods’, its provision mixes the state and
market and implicates a greater range of policy areas and actors. Its physical durability and
spatial fixity also sets up greater path dependence and area effects.

This also means that the complexity of housing research multiplies when conducted across
countries. However, the benefit of international comparisons is that ‘the understanding of
policies relating to complex and interactive systems may be enhanced if the behaviour of
different policies in similar contexts or similar policies in different contexts can be captured’
(Stephens 2011: 345). Doing this requires what Stephens calls ‘system-embedded research’.

AHURI report 292 14



This entails:

... recognising that housing policies operate within housing systems and housing
systems in turn interact with wider social and economic systems. In other words, it
needs to identify the dynamic between policy and institutions including the market; and
the interaction between the housing system and wider socio-economic institutions ...
(Stephens 2011: 353)

The present research is consciously directed to informing policy development for the Australian
PRS, and adopts the ‘system-embedded’ approach to its review of institutional change in private
rental housing internationally. We first present an overview of PRS institutions in their wider
contexts in 10 countries with attention to recent changes; we then provide a closer examination
of how certain themes in PRS institutional change have played out in the four focus countries.
We do not offer here a new theory or typology of the PRS or housing systems. However, we
have considered the theoretical literature’s themes and explanations as we specified the
institutions under study.

What we have aimed to do is assemble a detailed information base about PRS institutions in a
range of international jurisdictions to inform policy development and future research in Australia,
and present this in a way that keeps the interactions between institutions and wider systemic
contexts in view and provides insight into how institutional effects and meanings are generated
by these interactions.
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3 International change in housing system contexts

Across the 10 countries surveyed:

e Private rental housing is the second largest tenure after owner occupation in
nine countries, and in seven of those countries its share is growing.

e The profile of the PRS mostly tends towards apartments, small households and
people on lower incomes, but the degree of difference between the PRS and the
broader housing system varies between countries.

e The dwellings and households in Australia’s PRS are more representative of the
wider Australian housing system than those in most other countries.

e Wider system contexts—such as population growth, economic growth, house
prices and household debt levels—vary across the countries. Germany stands out
for its extended period of stable house prices, while other countries have
boomed—and some boomed and crashed.

e Australia has had a housing boom, no crash and avoided recession, but our
household debt is currently the highest of the 10 countries surveyed.

This chapter presents an overview of changes in private rental housing systems in the 10
countries:

e Australia

e Belgium

e Canada

e Germany

e Ireland

e New Zealand

e Spain

e Sweden

e United Kingdom
e United States

The nine countries selected for analysis alongside Australia represent developed, market-
oriented democracies and provide for a mix of different historic and recent experiences in
housing provision and policy. Each of these countries has appeared in the international
comparative literature, where some have an extensive record; all have their own bodies of
research and information.

To guide our analysis, we asked experts in the international jurisdictions to complete a
questionnaire about institutions and change in their respective PRSs. Model responses for
Australia’s PRS were also circulated to assist with the reporting and collation of survey
responses in commensurable terms. The objective of the survey was to assemble broadly
consistent information for comparative analysis on trends in PRS internationally; identify
additional information resources; and identify themes in PRS institutional change for closer
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examination in the four focus countries: Germany, Ireland, the United Kingdom and the United
States.

3.1 Private rental in the housing system

3.1.1 Private rental share of housing

Figure 2 indicates the PRS share of each country’s housing system and change over the past
decade or so (periods vary according to data availability). In all countries except Germany,
owner occupation is the majority tenure; however, in seven countries private rental housing is
the growing tenure.
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Figure 2: Private rental housing and other tenures: Australasia, Europe, North America (select countries)
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As observed in Section 2.1.2, the PRS is considered and constituted differently across the 10
countries. For Australia we use the ABS definition of a ‘private renter’ household (see Section
1.3.1). The figures for Ireland, New Zealand and the United Kingdom are derived from national
statistics which similarly distinguish rental housing where the landlord is a local authority or
community organisation from other (private) landlords. The figures for Canada represent the
total rental sector, less social housing dwellings as calculated by Suttor (2016). Similarly, the
US figures are total rental, less public housing as provided by Schwartz. For Germany, the
figures are for total rental housing, less ‘social housing dwellings’ as calculated by Kofner and
Kemp (2014) and Kirchner (2007). It should be noted that many of these dwellings in Germany
are owned by private individuals.

The data in Figure 2 for Belgium, Spain and Sweden are from Eurostat, which collects and
presents comparative housing statistics across Europe. However, they differ from the data for
other countries in two ways. First, the Eurostat figures refer to individuals, not households;
secondly, the Eurostat figures refer to ‘market rental’ and ‘below-market rental’. In Belgium and
Spain these categories are approximate to social housing and private rental housing,
respectively. Sweden, however, is different: almost all its rental housing is ‘market rental’ but a
large part of the market is constituted by municipal housing companies which do not operate on
a profit-maximising basis. Swedish ‘market rents’ are in fact set by a system of collectively
bargained ‘utility rents’.

Accepting these differences, we can see that the often-encountered view that ‘everyone in
Europe rents’ is incorrect and that most of the European countries in our review have higher
rates of owner occupation than Australia.

However, private rental is growing in most countries and over the past decade has mostly done
so relative to owner occupation and, to a lesser extent, social housing. The most remarkable
growth in private rental relative to owner occupation has been in Ireland and the United
Kingdom, where the PRS grew strongly through the recent housing boom and bust phases
experienced in those countries, and in the United States, where the PRS lost share to owner
occupation through the housing boom but has lately grown rapidly. This growth in the United
States includes the addition of former owner-occupiers who suffered foreclosure during the GFC
bust. In Australia and New Zealand, neither of which experienced a housing bust, private rental
has grown relative to owner occupation at a slower, steadier rate.

The PRS also grew relative to social housing in Australia, Germany, Sweden and the United
Kingdom in different ways. In Australia, new social housing supply has fallen short of population
growth with absolute losses in some jurisdictions. Social housing in the United Kingdom has
undergone a similar decline. Germany, which had an extended period of little or no population
growth, privatised much of the social housing owned by municipalities and allowed social
housing subsidies to municipal housing companies and private landlords providers to expire
(Lawson, Legacy and Parkinson 2016). In Sweden, in response to apprehensions about
compatibility with European Union competition policy, municipalities have cut subsidy
arrangements such as loan guarantees to the municipal housing companies, which are to
operate on a more business-like basis (Holmqvist and Magnussen Turner 2013).

As we observed in Chapter 2, changes in housing assistance programs have also blurred the
line between the sectors: these include the US Low-Income Housing Tax Credit (LIHTC) and,
on a smaller scale, Australia’s NRAS. Similarly, under Ireland’s RAS, local authorities contract
with private landlords to house persons in need of housing, with the authority determining
allocations. Belgium’s social rental agencies headlease private rental housing and sublet it to
eligible clients (a mechanism similar to older community housing programs in Australia).
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3.1.2 Private rental built form

We can also consider the position of the PRS in terms of its built form. Figure 3 shows the
profile of the built form of the PRS, or all rental (where the data do not distinguish the PRS),
contrasted with other housing types, for each of the 10 countries.
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Figure 3: Private rental housing built form: Australasia, Europe, North America (select countries)
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