	
	



	
	



Background paper 2
Housing assistance and financial incentives to work
[bookmark: begin]
	Key points

	Analysis of budget constraints and effective marginal tax rates (EMTRs) is used to shed light on the effect of housing assistance (Commonwealth Rent Assistance (CRA) and social housing) on recipients’ financial incentives to work. A number of caveats apply to analysis of this type. It:
typically does not account for the costs of working (for example, childcare and transport costs)
ignores non‑financial factors that influence employment decisions (for example, health issues)
cannot reveal whether a person works — that is an empirical question.
Housing assistance affects recipients’ budget constraints and EMTRs.
Withdrawal of income support payments (ISPs) with increases in market income contributes more to EMTRs than withdrawal of housing assistance.
Although CRA is withdrawn at the same rate as an income support payment (ISP) (for recipients whose eligibility rests on receipt of an ISP rather than Family Tax Benefit Part A), this affects recipients’ EMTRs over a relatively small income range and at higher levels of income than withdrawal of the ISP.
A majority of ISP recipients would have a higher disposable income post rent if they lived in social housing than if renting privately and receiving CRA.
Differences in public housing rent setting arrangements around the country make for small differences in the contribution of these arrangements to EMTRs.

	

	


This background paper considers how the two main Australian housing assistance policies, Commonwealth Rent Assistance (CRA) and rent subsidies associated with social housing, alter financial incentives to work. 
Estimates of the financial incentives created by housing assistance are presented for ‘typical’ individuals — identified by family structure, income support payment (ISP) and type of housing assistance. An example is a single, childless Disability Support Pensioner living in public housing.
A person’s financial incentive to work depends on the relationship between their market income and their disposable income — that is, how much their disposable income changes as a result of work. Market income includes wages and salaries, income from business ownership, dividends, interest, superannuation pensions and compensation for lost income (for example, payments from an income protection insurance policy or workers’ compensation scheme). For many, market income consists largely of labour income. In the context of this paper, changes in market income are assumed to come from changes in labour supply. Gross income is market income plus direct government transfers (for example, the Age Pension and Family Tax Benefit Part A). Disposable income refers to gross income after direct taxes (for example, income tax).
The relationship between market and disposable income mainly depends on income taxes, and rules relating to the level and withdrawal of transfer payments — that is, the tax and transfer system.[footnoteRef:2] Financial incentives to work decrease as a person retains less of their market income. [2: 	Concessions, for example for health care services or utilities, also affect the amount of goods and services that a person can purchase with their disposable income. These are not taken into account in the analysis.] 

Housing assistance is part of the transfer system, and its effects on incentives vary greatly according to how it interacts with other parts of the tax and transfer system. The Commission built a model of the Australian tax and transfer system (annex A) to estimate the effects of housing assistance on financial incentives to work. The model and supporting documentation will be available from the Commission’s website. The model is referred to in the paper as PCTT 2014.[footnoteRef:3] [3: 	The rules, thresholds and rates used in the model in calculating payments and taxes, and that, therefore, underlie the results presented in this paper, were those current at March 2014.] 

While this paper identifies the effects of policies on the financial incentives faced by typical individuals, the impact of those incentives on employment outcomes is not considered. Analysis of that question is presented in background paper 5.
The next section defines the measures of financial incentives to work used in the paper, and describes how they are derived. The two housing assistance policies are summarised to demonstrate how assistance changes as market income increases (section 2). Financial incentives to work for typical housing assistance recipients are then analysed (section 3) and incentives for social housing residents and CRA recipients are compared (section 4).
1	What are financial incentives to work?
A policy can affect an individual’s financial incentive to work in two ways:
First, a housing subsidy in effect increases a person’s income level. Throughout the paper, this is termed an income effect. Receipt of housing assistance increases a person’s disposable income in a way that is independent of the price effect on their work effort. The income effect means they can buy more goods and services, including leisure time.[footnoteRef:4] [4: 	From the perspective of labour supply theory, an increase in unearned income at any level of employment is thought to cause a person to reduce their hours of work, or reduce their willingness to enter employment if they are not working. This paper makes no judgment on this matter.] 

The income effect is measured as the dollar value of housing assistance received, or the size of the subsidy.
Second, when the subsidy is related to income levels, it can change how much disposable income a person takes home from any increase in market income (or income earned from employment).[footnoteRef:5] Throughout the paper, this is termed a price effect. The withdrawal of housing assistance as market income rises means that disposable income increases by less than market income (the ‘price’ of work).[footnoteRef:6] [5: 	While recipients of housing assistance might receive market income from dividends and interest, these sources of income are likely to be small. In addition, the paper’s focus on incentives to work (and working age housing assistance recipients) means that superannuation pensions are unlikely to be a relevant source of market income. For most working age housing assistance recipients, most market income is likely to be earnings from employment.]  [6: 	A change in the effective price that an individual is paid for an extra hour of work has two types of effects — income and substitution effects. The income effect stems from the effect of the price change on the person’s income. If the price falls, income declines, so the income effect describes how a person will have an incentive to work more hours to maintain their income. The substitution effect, however, will encourage them to work fewer hours (consume more leisure) because work pays less. The net effect is ambiguous. This is different from the effect of a price change of a normal good, where the income effect and substitution effect work in the same direction. This arises because an extra hour of leisure is preferred by most people to an extra hour of work.] 

The price effect acts as a tax on work. The increase in disposable income per dollar of market income is less than one, and can be thought of as (1 – tax). More generally, tax can be thought of as an ‘effective tax rate’ that accounts for the net effect of all aspects of the tax and transfer system, including income tax payments and any withdrawal of benefits in addition to the withdrawal of housing assistance.
Economists often use shifts in budget constraints and changes in effective marginal tax rates (EMTRs), respectively, to represent these two effects of subsidies on financial incentives to work.[footnoteRef:7] Financial incentives to work are described in more detail in box 1.[footnoteRef:8] [7: 	Some studies use replacement rates (RR) or participation tax rates (PTRs) to measure financial incentives to work. The RR is the ratio of net income out of work to net income in work. The PTR measure the proportion of a person’s gross earnings from work that are lost in taxes or reduced benefits. Both measures require an assumption about what an individual would earn if they entered employment. For this purposes of this project, EMTR schedules are preferred because they illustrate the separate effects of the withdrawal of housing assistance and income support payments and the payment of income taxes at different levels of market income.]  [8: 	The term marginal tax rates (MTRs) is used to refer to the amount of tax paid on an additional dollar of market income. Effective marginal tax rates (EMTRs) include MTRs plus the effects of other factors (the tapering of housing assistance and ISPs) that create a difference between market and disposable income. In the context of housing assistance, tapering includes the withdrawal of CRA and increases in rent paid in public housing as market income rises. In both instances, the withdrawal of housing assistance contributes to the EMTRs faced by recipients.] 


	[bookmark: OLE_LINK33][bookmark: OLE_LINK6]Box 1	Financial incentives to work

	The amount of disposable income that a person has at any given level of market income can be represented as a budget constraint. A comparison of budget constraints ‘with’ and ‘without’ a policy reveals the income effect of that policy.
In the figure below, the 45 degree line represents a budget constraint without taxes or transfers — disposable income equals market income. This line is identified as ‘without policy’.
Imagine an illustrative policy that provides a subsidy to renters. Disposable income at zero market income increases by the amount of this subsidy, $A — an income effect. The subsidy is unchanged as market income increases to $X, and is then withdrawn as market income increases beyond $X, reducing the income effect and imposing a price effect (explained below). At higher levels of labour supply (beyond $Y market income), the subsidy goes to zero, and the budget constraints with and without the policy coincide. The budget constraint with the policy in place is represented by the solid line up to market income $Y and the 45 degree line thereafter.
The distance between the two budget constraints at any level of market income represents the size of the housing assistance (subsidy) at that income level.
The price effect of a policy at any level of market income is captured by comparing the effective marginal tax rates (EMTRs) faced by a person with and without the policy.
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	Box 1	(continued)

	EMTRs are derived from the slope of the budget constraints. The slope equals the proportion of an additional unit of market income (the ‘marginal’ market income) that is retained as disposable income. For example, a slope of 0.8 indicates that a person retains 80 per cent of their marginal market income. The effective marginal tax rate is calculated as 1 minus the slope of the budget constraint — in this example, it would be 0.2, or 20 per cent (effective marginal tax rates are often expressed in percentage form). All else equal, the lower (flatter) the slope of the budget constraint, the higher the effective marginal tax rate.
In the figure, the slope of the budget constraint with the policy in place is equal to 1 both up to $X and beyond $Y. In this range, the contribution of the policy to the EMTR is zero. The person retains all of each additional dollar of income.
Between $X and $Y, the slope of the budget constraint with the policy in place is less than 1 — the EMTR is greater than zero. In comparison, the slope of the no‑policy budget constraint remains equal to 1 over this income range, and the EMTR, therefore, is zero. The difference in EMTRs derived from the budget constraints with and without the policy in place represents the price effect of the policy.
The income and price effects of multiple policies are established by comparing the budget constraints associated with each policy. For example, a person may receive both housing assistance and a welfare payment. In this case (re‑interpreting the figure to include the effect of both policies), comparing the ‘with policies’ and ‘without policies’ budget constraints identifies the incentives due to the combination of policies. Similarly, the effect of housing assistance could be isolated by comparing the ‘with all policies’ budget constraint to a ‘welfare payment only’ budget constraint (not illustrated).

	

	


In this paper, the effects of housing assistance policies on budget constraints and EMTRs are used to identify the impacts of Commonwealth Rent Assistance (CRA) and social housing rent setting on financial incentives to work. In adopting this focus, the analysis abstracts from many other factors that might affect a person’s employment decisions including, for example, costs associated with working (childcare, transport and the like), health problems and cultural attitudes towards work (box 2). Despite these abstractions, the approach provides insights into the effects of the housing assistance policies under study on the financial incentives faced by different recipients.

	[bookmark: OLE_LINK2]Box 2	Limitations of measures of financial incentives to work

	Measures of financial incentives to work, and particularly changes in EMTRs, are widely used to investigate the likely effect of a policy on employment (Lovering 2014; National Commission of Audit 2014; Treasury 2010). However, for a number of reasons, analysis of income and price effects supports only limited conclusions about the employment effects of a policy.
First, a policy is likely to affect other, non‑financial incentives to work that influence the labour–leisure decision (Dockery et al. 2008). For example, a housing policy may allow a recipient to move closer to locations of employment, decreasing the time (and other costs) required to commute. The effective marginal tax rate (EMTR) estimates do not usually include the effect of a policy on costs associated with working, nor on disposable income after these costs have been deducted.
Second, the estimation of the EMTR is only a first step in estimating employment effects — what matters is the behavioural response of affected people. The price effect is ambiguous (footnote 4). On the one hand, a rise in the EMTR has a substitution effect as the return to working declines (which lowers the price of leisure). On the other hand, the decline in income associated with the higher EMTR may see a person increase their work to maintain their disposable income. Then there is the separate income effect of the subsidy. The recipient may work less, since the subsidy allows them to achieve the same level of income at fewer hours worked. 
Ultimately, empirical analysis is required to determine individuals’ responses to different financial incentives to work, and that analysis should ideally take into account all financial and non‑financial factors affected by the policy.
More generally, EMTRs must be interpreted with care:
The same EMTR can be associated with very different income effects. For example, a person can face the same EMTR when faced with the progressive withdrawal of a subsidy of $10 000 as with the withdrawal of a subsidy of $1000.
By definition, EMTRs illustrate changes at the margin — the share of an additional dollar of market income that an individual pays in tax or that is offset by the withdrawal of their income support payment. It is the net return to working that influences work decisions.

	

	


2	Interactions between housing assistance policies and market income
To assess the financial incentives to work associated with housing assistance policies, it is necessary to understand how the policies affect disposable income at different levels of market income. To that end, this section provides an overview of CRA and social housing rent setting arrangements. More detail on these policies is available in background paper 1.
An overview of Commonwealth Rent Assistance (CRA)
Eligibility and payment amounts
CRA is a subsidy paid to recipients of ISPs[footnoteRef:9] and Family Tax Benefit Part A (FTB A) (in excess of the ‘base rate’) who rent in the private market or from a community housing provider.[footnoteRef:10] [9: 	ISPs are welfare payments administered by the Department of Human Services (DHS). Family Tax Benefit is also administered by DHS, but is not an ISP.]  [10: 	In addition, rent assistance is available to recipients of some Department of Veterans’ Affairs pensions, such as the service pension and the social security age pension (DVA 2013). Due to the focus on incentives to work, these payments are not analysed in this paper.] 

Eligible people who pay rent above a threshold level receive the lower of:
75 per cent of the difference between their rent and that threshold amount
a maximum amount.
The threshold and maximum amounts vary by family situation (table 1).

	Table 1	CRA threshold and maximum amounts by family situation, as at March 2014

		Family situationa
	Number of dependent children
	Threshold amount
	Maximum amount

	
	Number
	$ per annum
	$ per annum

	Single 
	0
	2 912
	3 286

	Couple
	0
	4 742
	3 089

	Single 
	One to two
	3 837
	3 847

	Couple
	One to two
	5 678
	3 847

	Single
	Three or more
	3 837
	4 350

	Couple
	Three or more
	5 678
	4 350




	a Other rules apply to people sharing a rental property and for temporarily‑separated couples.

	Source: DSS (2014). 

	

	


Rules governing withdrawal of rent assistance
Once market income reaches a certain level, rent assistance is withdrawn as income increases. The withdrawal of CRA is determined by the ‘income test’ that applies to the recipient’s welfare payment (the Department of Human Services defines the income test to include both the level of income above which the benefit is withdrawn and the rate of withdrawal). For example, if a person receives the Disability Support Pension (DSP) and CRA, then the withdrawal of CRA is determined by the DSP income test. If they receive CRA because they get more than the base rate of FTB A, withdrawal of CRA is based on the FTB income test.
Income support payment income tests
Income tests vary by payment type and a recipient’s characteristics.[footnoteRef:11] For example, the income threshold at which an ISP starts to be withdrawn (also known as the income free area) and the rate of withdrawal (also known as the taper rate) will be different for Disability Support Pension (DSP) recipients and Parenting Payment recipients, and for singles and couples.[footnoteRef:12] [11: 	All income support recipients, irrespective of payment type, are permitted to combine employment with receipt of welfare payments in line with the income test applying to their payment.]  [12: 	There are some complicating factors. First, most individuals are eligible for more than one payment (for example, Age Pension recipients also receive a Pension Supplement and a Clean Energy Supplement). Only the Pension Supplement has been included in the analysis presented in this paper. Other supplements and allowances are ignored. Furthermore, different withdrawal rates can apply over different ranges of income. This is taken into account in the analysis presented. The situation for couples is more complex again — there is either a joint-income or partner-income test — and becomes even more complex if both receive ISPs. These characteristics of ISPs are not discussed further in this paper, but they are captured by the PCTT 2014 model.] 

CRA is withdrawn only after the ISP has reduced to zero.[footnoteRef:13] [13:  	Some smaller components of welfare support (such as part of the pension supplement) are withdrawn after rent assistance.] 

The effect of an ISP income test on CRA payments is illustrated in figure 1. Up to market income $A the full ISP and CRA are paid. Between $A and $B, the ISP is withdrawn as market income increases, but the full CRA amount is received. Finally, after the ISP has reduced to zero (at $B), CRA is withdrawn at the same rate as the ISP was withdrawn. At levels of market income above $C, the person no longer receives any CRA.
The effect of this approach to withdrawing CRA is to extend the range over which welfare payments are withdrawn, rather than to increase the rate of withdrawal. An alternative approach would see CRA withdrawn at the same time as an ISP — contributing to higher EMTRs for CRA recipients.

	Figure 1	The interaction between CRA and the ISP income testa

		





	a This schematic ignores supplement payments and is not to scale.

	

	


Family Tax Benefit Part A income test
The Family Tax Benefit (FTB) Part A is the larger of two amounts (DHS 2014):
a maximum rate less 20 cents per dollar of adjusted family income[footnoteRef:14] above $50 151 [14: 	‘Adjusted’ family income is used in the Family Tax Benefit income test. It includes market income and welfare payments.] 

a base rate less 30 cents per dollar of adjusted family income above $94 316 (or higher if the family includes more than one eligible child).
The maximum and base rates vary according to the number and characteristics of children in the family (for example, their age, student status and whether they are a triplet or quadruplet). The maximum rate also depends on CRA, which is included in calculating the maximum rate for all families that rent in the private market. That is, a family that rents has a higher FTB A maximum rate than a family with otherwise identical characteristics, including income, that owns their home. (Summary tables for each tenure type are presented in annex B.) CRA is withdrawn as adjusted family income rises, and is zero at the income level that qualifies a family to receive the base rate of FTB A, that is, $94 316 if the family includes one child. For families with three or more children, income does not reach a level at which a base rate of FTB applies. In this case, FTB continues to reduce from the maximum payment at a rate of 20 cents per dollar of extra income until it reaches zero.
If CRA was not included in the maximum rate of FTB A, the maximum rate would be lower by exactly the CRA amount, and would decrease to the base rate (or to zero for families for whom the base rate doesn’t apply) at a lower level of adjusted family income. In other words, receipt of CRA both increases a family’s maximum FTB A rate, and increases the range of income over which this payment is higher than the base rate.
This is illustrated in figure 2 for a family for whom the base rate applies. The bold line represents the amount of FTB A, including CRA, received at different levels of adjusted family income by a renting family. At incomes up to $50 151 the family receives the maximum FTB A rate, which includes CRA. Above this level of adjusted income, the maximum rate is reduced until it reaches the base rate at $C. If the CRA component was not included in the maximum rate, the FTB payment would reach the base rate at a lower family income ($B). The family receives the base rate of FTB A up to income $D (for example, $94 316 if a family has one eligible child, or $98 112 with two eligible children). As income rises beyond $D the family’s base rate of FTB A is withdrawn.

	Figure 2	The interaction between CRA and the FTB A income testa,b
Situation for families for which the base rate applies

		[image: ]




	a This schematic is not to scale. For instance, the positions of $B, $C and $D depend on family characteristics. b As per previous comment, this diagram only applies to FTB recipients (eligible for CRA) where the base rate is applicable. The base rate is not applicable where the rate calculated under the first income test is higher than the rate calculated under the second income test (i.e. where there are 3 or more children).

	

	


There are special rules for families that receive both an ISP and FTB A. First, ISP recipients always receive the maximum rate of FTB A. Second, recipients receive rent assistance through FTB A rather than through the ISP payment, so CRA is withdrawn along with FTB A, not the ISP. Withdrawal of CRA does not commence until family income reaches $50 151 or all ISP is withdrawn, whichever is higher. CRA is withdrawn in line with the FTB A income test, not the ISP income test, meaning that the EMTRs are lower. 
An overview of social housing rent setting
Rent setting in public housing
As discussed in background paper 1, rent setting arrangements vary across the country because public housing is provided by state governments. Nonetheless, there are substantial similarities across jurisdictions:
Most states charge residents 25 per cent of ‘assessable household income’, up to market rent. The exceptions are the Northern Territory (23 per cent is charged, up to market rent) and New South Wales (between 25 per cent and 30 per cent is charged depending on household income, up to market rent).[footnoteRef:15] [15: 	South Australia also charges a lower percentage for cottage flats (single story flats in small groups) — 19 per cent for a bedsitter, 21 per cent for a one bedroom flat and 23 per cent for a two bedroom flat (Government of South Australia 2014).] 

In calculating assessable income:
states include income from all household members, although some states treat income from youths or aged pensioners differently. Also, some states count only a proportion of income from some members of the household (such as children, carers or secondary income earners)
states take a similar approach to income from government payments (table 2). The main ISPs are fully counted, and payments that are deemed to be for ‘specific purposes’ are fully excluded (including the Child Care Benefit and Child Care Rebate). Sixty per cent of Family Tax Benefit is included in most states[footnoteRef:16], although the Northern Territory has different rules [16:  	Although different rules may apply depending on whether FTB is received fortnightly or as a single end-of-financial-year payment. (FTB recipients can choose between these options.)] 

Tasmania is alone in deducting income tax and the Medicare levy from gross income (market income plus transfers). Other jurisdictions use pre‑tax income.

	Table 2	Proportion of government payment counting as income for public housing rent settinga
Per cent

		Government payment
	NSW, SA, Tas
	NT

	Age Pension; Disability Support Pension
	100
	100

	Newstart Allowance, Youth Allowance
	100
	100

	Parenting Payment, Carer Payment
	100
	100

	Austudy
	100
	100

	Family Tax Benefit part A
	60
	43

	Family Tax Benefit part B
	60
	0

	Child Care Benefit
	0
	0

	Child Care Rebate
	0
	0




	a Information could not be included for Victoria, Queensland or Western Australia.
Source: Personal communication with State Housing Authorities. 

	

	


Rent setting in community housing
Community housing rent setting closely follows public housing rent setting rules in most jurisdictions (CHFA 2014). For example, in Victoria, community housing rent is set at 25 to 30 per cent of assessable income, although family payments are charged at 15 per cent (CHFV 2013). While community housing tenants are eligible for CRA, tenants are required to pay it to the landlord (CHFV 2013), and it has no bearing on a tenant’s disposable income or financial incentives to work (BP 1). Community housing rent setting, therefore, affects incentives to work in much the same way as public housing rent setting despite the receipt of CRA. All of the analysis presented below for public housing tenants can be read as also applying to community housing tenants.
3	Financial incentives to work related to housing assistance
This section summarises and discusses incentives to work under CRA and social housing rent settings for ‘typical’ housing assistance recipients — the most prevalent types of recipients (box 3).
The observations presented rely on analysis of budget constraints for each typical recipient. The Commission has used the PCTT 2014 model to derive these curves, applying the logic set out in section 1 to isolate the effects of housing assistance.
Rather than explain budget constraints and EMTRs for all typical recipients, only one example is worked through in this paper — for a single, childless DSP recipient. Using this model, other examples can be similarly examined, as needed. This example was chosen because the budget constraints and EMTR curves for a person with these characteristics are relatively simple to explain. This relative simplicity arises because the DSP is not assessable for income tax purposes for people under age pension age. Other welfare payments, including the Age Pension, Newstart Allowance, Youth Allowance and Parenting Payment (Partnered) are assessable, complicating the analysis for these groups (ATO 2014). It is recognised that DSP recipients face barriers to employment. Nonetheless, some do work and most new recipients since 2006 have been assessed as having some job capacity (BP 3).

	[bookmark: OLE_LINK8][bookmark: OLE_LINK17]Box 3	The most prevalent groups receiving housing assistance

	Data from the Department of Human Service’s administrative collection indicate that three groups, classified by ISP and family situation, accounted for over 50 per cent of working age CRA recipients who receive ISPs in 2013:a
childless singles receiving the Newstart Allowance — 20.5 per cent
childless singles receiving the Disability Support Pension — 18.4 per cent
single parents receiving the Parenting Payment and the FTB — 14.8 per cent.
The same dataset indicates that the same groups make up nearly 60 per cent of working age public housing tenants who receive ISPs:
childless singles receiving the Disability Support Pension — 36.6 per cent
childless singles receiving the Newstart Allowance — 10.3 per cent
single parents receiving the Parenting Payment and the FTB — 10.7 per cent.

	a Data exclude people who receive FTB only (that is, no ISP).

	

	


Summary insights are presented for other typical recipients. Budget constraints and EMTR curves for the other typical recipients are presented in annex C to this background paper.
[bookmark: OLE_LINK36]Unlike in section 1, the budget constraints that are presented link market income to disposable income less rent paid. This small change in approach is needed in order to compare the two housing policies. Both policies mean that a recipient has more disposable income after paying rent, but this outcome is achieved in different ways. CRA increases a tenant’s disposable income directly, but doesn’t change the rent that they pay (they still pay the market rent). In this case, the housing assistance subsidy received by the tenant is explicit. Social housing rent setting doesn’t change a tenant’s disposable income, but reduces the rent that they pay (they pay less than the market rent). In this case, the housing assistance subsidy received by the tenant is implicit. An example illustrating these differences is presented in table 3.
The different ways in which rent subsidies are delivered also means that the income effect described in section 1 is defined slightly differently for social housing tenants. Because a person’s disposable income doesn’t change when they move into social housing (because the subsidy is implicit), the income effect is measured as the change in disposable income less rent. This is equal to the implicit rent subsidy.[footnoteRef:17] [17: 	In-kind support of this type ties a tenant to a housing outcome that they might not have chosen if they instead received a cash subsidy. To the extent that this is the case, the value the person places on their housing assistance is lower than the value of the subsidy — an inefficient outcome.] 


	[bookmark: OLE_LINK12][bookmark: OLE_LINK18]Table 3	Illustrative example — rent subsidies for private renters and social housing tenantsa

		Housing assistance
	Income
	Market rent
	Income less market rent
	CRA
	Disposable income
	Rent paid
	Disposable income less rent paid
	Rent subsidy/
income effect

	CRA
	20 000
	10 000
	10 000
	5 000
	25 000
	10 000
	15 000
	5 000

	SH
	20 000
	10 000
	10 000
	..
	20 000
	5 000
	15 000
	5 000




	a This illustrative example does not use actual data. The numbers have been chosen to illustrate the difference between rent subsidies for the two types of housing assistance — not to reflect actual scenarios.

	

	


The mechanics of the two rent subsidies are summarised in box 4.
Finally, unless otherwise indicated, it is assumed in examples presented throughout the section that housing assistance recipients live in properties with a market rent of $10 000 per year ($192 per week). This amount would allocate the maximum rate of CRA to an eligible private renter. It is also consistent with an estimate of the median rent paid by DSP recipients who rented privately and received CRA in June 2013 (BP 3, annex A).[footnoteRef:18] [18: 	The median rent estimate in BP 3, annexe A is $176. This estimate is probably a bit lower than the median for single DSP recipients — suggesting that use of a higher figure is warranted. First, the estimate is based on rents paid by all DSP recipients. Partnered DSP recipients might pay less rent than singles (that said, 80 per cent of DSP recipients who receive CRA are single so the estimate is primarily driven by singles’ rents). Second, rent information for some ISP recipients might be out of date. In the data underlying the median rent estimate, over 80 per cent of CRA recipients had updated their rent details in the preceding 3 years — meaning the information was reasonably current. Those who hadn’t presumably either hadn’t experienced a rent increase in some time, or were paying rent above the threshold level for maximum CRA, and so did not notify Centrelink. In the absence of more information, it is assumed that $192 is a reasonable estimate of the rent paid by single DSP recipients who rent privately and receive CRA.] 

A description of the budget constraints and EMTR schedules for a single, childless DSP recipient in either the private rental market or social housing follows. A summary of the income and price effects of housing assistance for CRA recipients and social housing tenants is then presented. Finally, the disposable incomes of otherwise similar CRA recipients and social housing tenants are compared.

	[bookmark: OLE_LINK32][bookmark: OLE_LINK19]Box 4	The mechanics of Australian rent subsidies in a nutshell

	How the subsidies are paid
CRA is received as a cash transfer, so directly increases a tenant’s disposable income. The recipient pays the private landlord the agreed market rent.
Under social housing rent setting, subsidised tenants may be charged a rent below the market rate. In this case, there is no explicit cash transfer — the rent subsidy is implicit. The subsidy doesn’t change a tenant’s disposable income; rather, it decreases the amount of income that has to be spent on rent.
In both cases, after the recipient of housing assistance has paid rent, they can spend more on other goods than they would be able to in absence of the policy. In other words, both policies are a rent subsidy — both increase disposable income net of out‑of‑pocket rent.
How the subsidies are set
Under CRA, the subsidy is a percentage of market rent above a minimum threshold (that varies by family situation) up to some maximum amount.
Social housing rent is set as a percentage of income, up to market rent. In other words, the rent subsidy is the difference between market rent and some percentage of income.
How the subsidies change as income increases
CRA is reduced according to the income test that applies to the recipient’s ISP (or FTB A if that is how they qualify for this form of assistance). The rent subsidy does not change at lower levels of market income.
Social housing rent increases with every dollar of additional market income earned and the rent subsidy decreases accordingly.

	

	


Financial incentives for a single, childless DSP recipient
Income effects — rent subsidies
Consider two single, childless DSP recipients — one rents privately and receives CRA, the other lives in social housing. Both receive a DSP of about $21 600 a year, and live in properties with a market rent of $10 000 a year. Without subsidies, each would have a disposable income post rent (DIPR) of about $11 600.[footnoteRef:19] [19: 	They would also receive a range of concessions, for example, via a Health Care Card and for utilities. These are ignored in the modelling (not least because they depend on individuals’ spending patterns so vary from person to person).] 

CRA adds close to $3300 to the private tenant’s disposable income per year, giving them a DIPR of about $14 900 if they have zero market income (figure 3a).[footnoteRef:20]  [20: 	Centrelink considers all of sources of market income in determining a recipient’s ISP payment (DHS 2014b), although compensation for lost income is assessed at a lower rate (DHS 2014a). With the exception of superannuation pensions, income tax is payable on all these sources of income (ATO 2014). Because this analysis relates to working age housing assistance recipients, it assumes that all sources of market income are taxable.] 

The social housing tenant pays rent equal to 25 per cent of their income, or about $5400, giving them a DIPR of about $16 200.[footnoteRef:21] [21: 	In reality, DIPR is a bit higher than this because the pension supplement (about $1600 per annum) is not included in social housing tenants’ assessable income for rent setting purposes. Rent paid is therefore about $5000 and the DIPR, $16 600.] 

The rent subsidies raise DIPR by $3300 for the CRA recipient and $4600 for the social housing tenant. In figure 3, this effect can be seen in the gaps between the budget constraints for each tenant (‘DSP, CRA’ and ‘DSP, SH’, respectively) and the budget constraint they would face without the subsidy (‘DSP, no HA’).
The tenant renting privately continues to receive the full amount of CRA until DSP is fully withdrawn — at a market income of about $45 000. CRA is then withdrawn at a rate of 50 cents in the dollar as market income rises. It is fully withdrawn at a market income of about $52 000. The tenant continues to receive a small amount of pension supplement up to an income of about $54 000, and at higher incomes receives no ISPs or CRA — they have the same budget constraint as someone without DSP or CRA (‘No DSP, no HA’). The social housing tenant pays more in rent as market income rises because rent is set as a percentage of income. At a market income of about $36 000, the tenant pays market rent — the rent subsidy reaches zero. Why doesn’t this occur at $40 000, when 25 per cent of market income would be equivalent to the $10 000 market rent? The answer lies in the fact that at a market income of $36 000, the tenant receives an ISP of about $4000 — which takes assessable income to $40 000.
Withdrawal of DSP continues at market incomes above $36 000, until an income of about $44 000. At this point, the social housing tenant has the same budget constraint as someone with no DSP or HA (‘No DSP, no HA’).

	Figure 3	Budget constraints and EMTRsa,b,c,d
Single, childless DSP recipient
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	a Market rent is assumed to be $10 000 per annum. b The small ‘notches’ in each budget constraint (at an income of about $48 000 for social housing residents and $54 000 for CRA recipients) reflect the fact that pension supplements are withdrawn at a rate of 100 per cent at those income levels. This causes the EMTRs to spike above 100 per cent at these income levels. For simplicity, this is not shown in the diagram. c The budget constraints include the effects of income taxes and housing assistance. d The small step down in the EMTR schedule at a market income of about $67 000 reflects the point at which the low income tax offset goes to zero.

	Source: Estimated from the PCTT 2014 model.

	

	


Price effects — effective marginal tax rates (EMTRs)
As market income increases, five factors can influence the share of any extra dollar earned that is retained as disposable income — withdrawal of ISPs, the low income tax offset, income taxes, the Medicare levy and reductions in housing subsidies.
Both tenants can earn about $4000 before DSP starts to be withdrawn — at a rate of 50 cents in the dollar. Both qualify for the low income tax offset, meaning that they don’t pay income tax or the Medicare levy until earning more than about $20 500.[footnoteRef:22] (Other income earners face a tax free threshold of $18 200.) From about $20 500, the tenants pay income tax at 19 cents in the dollar and the Medicare levy is introduced. Because of their higher effective tax free threshold, the tenants initially face a relatively high Medicare levy (10 cents in the dollar). At an income of about $24 000, the tenants’ Medicare contributions are similar to other tax payers’, and the levy drops back to 1.5 cents in the dollar — the marginal tax rate (MTR) due to income taxes and the Medicare levy is 20.5 cents in the dollar.[footnoteRef:23] From an income of $37 000, income taxes are 32.5 cents in the dollar, the Medicare levy 1.5 cents and the low income tax offset is withdrawn at a rate of 1.5 cents in the dollar. The MTR due to these three factors is, therefore, 35.5 cents in the dollar within a market income range of $37 000 to about $67 000. At about $67 000, the low income tax offset is completely phased out. [22: 	In 2013-14, the low income tax offset was $445 and was withdrawn at a rate of 1.5 cents per dollar of income over $37 000. It cut out at incomes above $66 667.]  [23: 	Rates are those prevailing in financial year 2013-14.] 

Withdrawal of CRA (at 50 cents in the dollar) starts once DSP payments are zero (at an income of about $45 000). The social housing tenant pays 25 cents of each dollar of assessable income in rent.
What does this all mean? Looking at the social housing tenant first, up to a market income of about $4000, rent payments increase by 25 cents for each dollar earned — their EMTR is 25 per cent (figure 3b). Beyond $4000, DSP is reduced by 50 cents with each additional dollar of market income. This means that the income used in determining a tenant’s rent payments (‘assessable income’) rises by 50 cents. Rent increases by 25 per cent of this rise — or 12.5 cents. In total, the tenant faces an EMTR of 62.5 per cent — 50 percentage points from the withdrawal of DSP and 12.5 percentage points from a higher rent payment. In other words, a tenant retains 37.5 cents of each additional dollar of market income. 
From a market income of about $20 500 to about $24 000 (a relatively small range), the EMTR increases by the MTR, 29 per cent, to 91.5 per cent.[footnoteRef:24] The tenant takes home less than 10 cents of each extra dollar earned. The EMTR drops back to 83 per cent at incomes between about $24 000 and $36 000 — 62.5 percentage points from withdrawal of DSP and increasing rent payments and 20.5 percentage points from income tax and the Medicare levy.  [24: 	Rent payments are calculated on pre‑tax income, so income tax rates do not affect the housing assistance component of the EMTR.] 

At about $36 000, the tenant starts paying market rent, and continues to pay this level of rent as market income increases. The contribution of housing assistance to the EMTR goes to zero, but the total EMTR remains at 70.5 per cent — 50 percentage points from withdrawal of DSP and 20.5 percentage points from income tax and the Medicare levy. With the higher marginal income tax rate (32.5 cents per dollar) and decline in the low income tax offset at incomes above $37 000, the tenant’s EMTR rises to 85.5 per cent. Once DSP is totally withdrawn (at about $45 000), the EMTR curve summarises the effects of the income tax rate, the Medicare levy and the reduction of the low income tax offset.[footnoteRef:25] [25: 	If the tenant had not started to pay market rent at the point at which their ISP was withdrawn, the contribution of housing assistance to their EMTR would rise to 25 per cent.] 

In summary, the contribution of housing assistance to EMTRs affects the social housing tenant’s disposable income over market incomes between zero and $36 000 with EMTRs of over 80 per cent experienced between $20 000 and $36 000 market income. While the effect of housing assistance on the proportion of an extra dollar of market income retained by a tenant is smaller than the effect of the combination of DSP withdrawal and taxes, it nevertheless contributes overall to a major apparent disincentive to work.
Turning to the tenant renting privately, housing assistance makes no contribution to their EMTR until an income of about $45 000. CRA is then withdrawn, adding to the 35.5 per cent MTR from the income tax, the Medicare levy and reduction of the low income tax offset to give a total EMTR of 85.5 per cent between about $45 000 and $52 000. Once CRA is totally withdrawn, disposable income is not affected by welfare support.[footnoteRef:26]  [26: 	The pension supplement that remains when CRA goes to zero is withdrawn at a rate of 100 per cent when income reaches about $54 000. This causes a big spike in the EMTR at that rate. For simplicity, this is not shown in the diagram.] 

The contribution of CRA to the EMTR is large (50 percentage points) in comparison with the contribution of rent setting rules to a social housing tenant’s EMTR (a maximum of 25 percentage points). However, it affects a recipient’s disposable income over a relatively small income range and at higher levels of income. 
As noted above, there is some variation in public housing rent setting across jurisdictions. The effects of this on EMTRs are described in annex D.
Income and price effects due to housing assistance for typical recipients
Income and price effects faced by the typical CRA recipients and social housing tenants listed in box 3 are presented in this section. For simplicity, only key points are illustrated. As noted above, the budget constraints and EMTR schedules underlying these points are available in the annex to this background paper.
Price effects are discussed first because they influence the summary presentation of income effects. EMTRs show how much of one more dollar earned a person keeps as disposable income, but employment offers tend to involve work that pays much more than one more dollar — for example, an extra shift a week, a job with the same hours paying more (or less) or a move from unemployment into a part‑time job. In this case, it is the cumulative effect of EMTRs that is likely to influence decisions. A person will think about how their disposable income will change in total if they take up a job offer. The cumulative effects of the different factors affecting disposable income are illustrated below, and in the process, so are income effects.
For comparability, both with the preceding analysis and between ISP groups, market rent is assumed to be $10 000 a year in these examples. This is likely to be below the level of rent paid by some single Newstart Allowees and many Parenting Payment (Single) recipients. Setting market rent at a higher level would not affect the CRA analysis (at an annual rent of $10 000, recipients are receiving the maximum rate of CRA). It would, however, affect the range of market income over which housing assistance contributed to EMTRs for public housing tenants. In particular, if tenants were paying rent below the market level at the point at which their ISP was withdrawn, the contribution of housing assistance to their EMTR would increase to 25 per cent.[footnoteRef:27] [27: 	Readers who are interested in the effects of higher market rents on EMTRs for public housing tenants could use PCTT 2014 to generate budget constraint and EMTR schedules.] 

Price effects
In general, housing assistance (for both social housing and CRA recipients) is not the primary factor determining a person’s EMTR, either because the corresponding EMTR is small in comparison with other factors that create a gap between market and disposable income or, where large, do not apply over a big income range. That said, the contributions of housing assistance to EMTRs, and the income ranges over which they apply, vary markedly with welfare payments.
In the case of CRA, EMTRs are relatively high for single Newstart (NWS) and single DSP recipients (60 per cent and 50 per cent, respectively) — reflecting the withdrawal rates for those payments (figure 4). The high withdrawal rates mean that CRA goes to zero reasonably quickly and clearly contributes to high EMTRs. As CRA is withdrawn last, and at a high rate, the high EMTRs apply over a relatively small income range. In contrast, CRA withdrawal rates for FTB recipients are lower (20 per cent), so the contribution of housing assistance to EMTRs applies over a wider range of income.
Similarly, EMTRs for social housing tenants depend on their ISP:
the higher an ISP, the smaller the income range over which the contribution of housing assistance to EMTRs applies. This occurs because, the higher the ISP, the more rent a tenant pays at zero market income, and so, other things equal, the tenant reaches market rent at a lower level of market income than they would if they received a lower ISP
the higher the income threshold for withdrawal of ISPs, the smaller the total income range over which housing assistance contributes to EMTRs. This occurs because, other things equal, the higher the threshold, the larger the income range over which the tenant faces a contribution to EMTRs from housing assistance of 25 per cent (that is, before ISP withdrawal commences), and the sooner they start paying market rent
the higher the ISP withdrawal rate, the lower the contribution of housing assistance to EMTRs and the larger the range over which those EMTRs apply. This occurs because, other things equal, a higher withdrawal rate means that assessable income rises more slowly with market income, and so, therefore, do rent payments.
The ISPs of typical social housing tenants vary markedly across household characteristics (table 4), and this variation is reflected in the contribution of housing assistance to EMTRs (figure 5). Among the typical recipients, a single parent with one child who receives Parenting Payment and FTB has the highest ISP at zero market income, the highest threshold before payments are withdrawn and the lowest withdrawal rate. Consistent with this, their EMTR goes to zero at a relatively low level of market income, is 25 per cent over a larger income threshold range and is higher when ISP withdrawals begin. They also pay the most rent at zero market income — $5987 (information on rent paid at zero market income is presented in brackets in the legend in figure 5).

	Table 4	ISP characteristics of typical social housing tenantsa,b,c

		Type of ISP recipient
	Annual ISP when market income is zero
	Market income threshold before ISP withdrawal commences 
	Rate at which ISP is withdrawn

	
	$
	$
	Cents in the dollar

	Single, childless, NWS
	13 309
	2 607
	50 or 60

	Single, childless, DSP
	21 611
	4 171
	50

	Single, one child, PP + FTB
	27 518
	4 813
	40




	DSP – Disability Support Pension; NWS – Newstart; PP – Parenting Payment; FTB – Family Tax Benefit. a Rates current at September 2014. b The ISP is assumed to include the pension supplement where applicable. Other supplements such as the Energy Supplement, Telephone Allowance and the Pharmaceutical Allowance are ignored. These payments total about $600 annually, but only apply to some recipients. c A withdrawal rate of 50 cents in the dollar applies for market income between $100 and $250 per fortnight. At incomes above $250, the withdrawal rate is 60 cents in the dollar.

	Source: DHS (2014).

	

	



	Figure 4	Contribution of CRA to EMTRsa,b,c,d,e
Selected payment types
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	a Market rent is assumed to be $10 000 per annum. b The payments are: Newstart Allowance (NWS), Disability Support Pension (DSP), Parenting Payment (PP) and Family Tax Benefit (FTB). c The single parents’ child is assumed to be 5 years old. In reality, at this level of income Parenting Payment is fully withdrawn. The text is included in the label to facilitate comparison with the following figure for public housing tenants. d The effect of pension supplement withdrawal is not shown. e The schedule for the PP recipient does not include the effects on disposable income of the Seniors and Pensioners Tax Offset. Inclusion of this offset has no discernible effect on the schedule.

	Source: Estimated from the PCTT 2014 model.

	

	



	Figure 5	Contribution of social housing rent setting to EMTRsa,b,c
Selected payment types
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	a Market rent is assumed to be $10 000 per annum. b The payments are: Newstart Allowance (NWS), Disability Support Pension (DSP), Parenting Payment (PP) and Family Tax Benefit (FTB). c Rents paid at zero market income are presented in brackets in the legend for each typical ISP recipient.

	Source: Estimated from the PCTT 2014 model.

	

	


Cumulative price effects and income effects
Relative to ISPs, the income effects of CRA and social housing rent setting are not the primary driver of high EMTRs (figures 6 and 7). For example, for a single, childless DSP recipient, the effect from CRA is about $3300 at zero market income and $1900 at a market income of $50 000. If the same person was in social housing, the income effect would be $4600 at zero market income and zero at a market income of $50 000.
Other factors that affect disposable income as market income rises, that is, price effects other than those created by housing assistance, have a much larger cumulative influence on work incentives than the withdrawal of CRA or social housing rent setting. For example, at zero market income a single, childless DSP recipient renting privately and receiving CRA has a disposable income (including rent) of about $25 000, whereas at $50 000 market income, their disposable income is about $44 000. So the DSP recipient would be better off by about $19 000 if they could take on a job paying $50 000. At this level of income, they would have to pay income tax and would forego benefits worth nearly $23 000 — of which CRA makes up a relatively small part (about $1400). Altering withdrawal rates of housing assistance in isolation is unlikely to alter work incentives in this set of circumstances.

	Figure 6	CRA and other transfers at different market incomesa,b
Income flows and post rent income at zero and $50 000 market income

		




	a Market rent is assumed to be $10 000 per annum. b Data for the PP recipient do not include the effects on disposable income of the Seniors and Pensioners Tax Offset. Inclusion of this offset has no discernible effect on the figure.

	Source: Estimated from the PCTT 2014 model.

	

	



	Figure 7	Social housing and other transfers at different market incomesa,b
Income flows and post rent income at zero and $50 000 market income

		




	a Market rent is assumed to be $10 000 per annum. b Data for the PP recipient do not include the effects on disposable income of the Seniors and Pensioners Tax Offset. Inclusion of this offset has no discernible effect on the figure.

	Source: Estimated from the PCTT 2014 model.

	

	


4	Comparing the income effects of CRA and social housing rent setting
This section compares the income effect of each form of housing assistance — or, in other words, looks at which form of housing assistance leaves a tenant with a higher DIPR. The answer depends on market rents, ISP types and market income.
At lower market rents, some tenants who rent privately and receive CRA will have a larger DIPR than an otherwise similar social housing tenant so long as they have some income in addition to their welfare benefits (figure 8). For example, a single person with one child who:
receives Parenting Payment and FTB
lives in a property with an annual market rent of $10 000 ($192 a week)
earns about $10 000 a year ($192 a week)
has about $2000 more in DIPR per annum if they rent privately than if they live in social housing.

	Figure 8	Difference in disposable income post rent (DIPR) under each housing policya,b
DIPR for a social housing tenant minus DIPR for a CRA recipient, $ per annum
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	a Schedules are drawn assuming a market rent of $10 000 per annum, or $192 a week. b The schedule for the PP recipient does not include the effects on disposable income of the Seniors and Pensioners Tax Offset. Inclusion of this offset has no discernible effect on the schedule.

	Source: Estimated from the PCTT 2014 model.

	

	


This conclusion raises some key questions:
[bookmark: _GoBack]How low do rents have to be before the DIPR from renting privately and receiving CRA is greater than the DIPR from renting in social housing?
Is it possible to rent at those levels in the private market?
How many tenants have some income in addition to their ISP?
The answer to the first question is that rents have to be quite low for people with zero market income (figure 9), but can be higher for people who earn at least the median market income for their ISP group (figure 10).[footnoteRef:28] For example, a single parent with one child who is receiving Parenting Payment and FTB and earning zero market income has a higher DIPR if renting privately up to a rent of about $185 a week. With a market income of $18 000 (the median for single parents who received Parenting Payment in 2013), they have a higher DIPR if renting privately up to a market rent of about $250 a week. [28: 	Median annual incomes are estimated by multiplying data for the fortnight ending 30 June 2013 by 26.] 


	Figure 9	Post rent income under each policy at different weekly rentsa,b

		




	a ISP and FTB rates as at June 2014. b The schedule for the PP recipient does not include the effects on disposable income of the Seniors and Pensioners Tax Offset. Inclusion of this offset has no discernible effect on the schedule.

	Source: Estimated from the PCTT 2014 model.

	

	



	Figure 10	Post rent income under each policy at different weekly rentsa,b
Median market incomes for each ISP group

		




	a Curves are estimates assuming a median annual market income for single Newstart recipients of $15 000, single DSP recipients of $6000 and Parenting Payment (Single) and FTB recipients of $18 000. These estimates are based on data from the DHS database. b ISP and FTB rates as at June 2014.

	Source: Estimated from the PCTT 2014 model.

	

	


So what is the answer to the second question? What proportion of tenants face private market rents that mean that their DIPR from renting privately is higher than it would be if they were living in social housing? As shown in figures 9 and 10, this depends on ISP type and market income. Estimates of rents for CRA recipients provide some insight into this question.[footnoteRef:29] [29: 	These rent estimates are subject to the same qualifications raised in footnote 17.] 

Assuming zero market income:[footnoteRef:30] [30: 	The situation for median income earners is discussed below.] 

Single DSP recipients who pay less than about $160 a week in rent have a higher DIPR if renting privately. In 2013, it is estimated that approximately 40 per cent of all DSP recipients who rented privately and received CRA paid rent at or below this level (author estimates based on annex A, BP 3). Assuming that single DSP recipients are likely to pay more in rent than partnered DSP recipients (footnote 17), the percentage of singles paying less than about $160 will be smaller than 40 per cent. 
Single Newstart recipients who pay less than about $100 a week in rent have a higher DIPR if renting privately (extrapolating from the NWS series in figure 9) — but, in 2013, very few Newstart recipients who rented privately and received CRA paid rents at or below this level (figure 11).
Single recipients of Parenting Payment who pay rent of less than about $185 a week are financially better off renting privately. In 2013, fewer than 25 per cent of recipients who rented privately and received CRA paid rent at or below this level.
These data suggest that a majority of ISP recipients with zero market income would have a higher DIPR if they lived in social housing than if renting privately and receiving CRA.

	[bookmark: OLE_LINK41]Figure 11	Rents paid by CRA recipients by ISP type — mean, median and interquartile range, at 30 June 2013a

		




	a The lower edge of each column represents the 25th percentile of the distribution of weekly rents for an ISP group, the line across a column is the median level, the diamond shape is the mean and the top of a column, the 75th percentile. 

	Source: Department of Human Services, administrative data (unpublished).

	

	


Finally, how many tenants have some income in addition to their ISP?
Rates of employment vary by ISP type (figure 12) (and by housing tenure); less than 9 per cent of all DSP recipients, 26 per cent of all Newstart recipients and 27 per cent of single parents who received Parenting Payment were working in the fortnight ending 30 June 2013. It is assumed that these rates also apply to single DSP and Newstart recipients and that those in employment at 30 June earned the median annual income estimated for their ISP type. In that case, only half of the members of each these ISP groups who worked earned at least the level of market income underlying the curves shown in figure 10 (because those curves are based on the median income earner in each ISP type).

	Figure 12	Employment of housing assistance recipients by ISP type, 2013a,b
Per cent reporting earned income

	

	a ISP recipients aged 15–65 at 30 June 2013. This figure does not include FTB(A)‑only recipients of CRA. b Commonwealth Rent Assistance refers to CRA recipients. Public housing to public housing tenants.

	Source: Department of Human Services, administrative data (unpublished).

	

	


In other words:
less than 5 per cent of single DSP recipients are estimated to have earned at least $6000 in 2013. At rents of up to about $180 a week (figure 10) they would have had a higher DIPR if renting privately and receiving CRA than if living in social housing. About 50 per cent of single DSP recipients who rented privately in 2013 are estimated to have paid rent at or below this level (figure 11)
less than 13 per cent of single Newstart recipients are estimated to have earned at least $15 000 in 2013. At rents of up to about $165 a week they would have had a higher DIPR if renting privately and receiving CRA. About 25 per cent of single Newstart recipients who rented privately in 2013 are estimated to have paid rent at or below this level
less than 15 per cent of single Parenting Payment recipients earned at least $18 000 in 2013. At rents of up to about $250 a week, they would have had a higher DIPR if renting privately and receiving CRA. About 50 per cent of single Parenting Payment recipients who rented privately in 2013 paid rent at or below this level.
In summary, the data suggest that some people with at least the median level of market income could find properties that left them with a higher DIPR if they were renting privately and receiving CRA, compared with living in social housing.
An important qualification to this conclusion — it rests on an assumption that social housing market rents are a true reflection of a dwelling’s market price. If, for example, a rent was set below the market price, a tenant would be receiving greater housing amenity than a peer renting in the private market.
Overall, the analysis suggests that:
some single DSP recipients would have a higher DIPR if renting privately and receiving CRA than if living in social housing
a very small proportion of single Newstart recipients would be in this position
a majority of single Parenting Payment recipients are likely to have a higher DIPR if living in social housing.
This analysis has focused on financial calculations. Many other considerations influence decisions about where to live and whether to work, especially security of tenure and as well as location relative to work. In addition, decisions about where to live are constrained by the supplies of public housing, social housing and what someone might consider to be affordable housing.
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Social housing rent	$0	$50	  	$0	$50	$0	$50	  	$0	$50	$0	$50	  	$0	$50	Income flows	 	Post rent income	Income flows	 	Post rent income	Transfers	 	Post rent income	Single DSP recipient	 	Single NWS recipient	 	Single PP and FTB, one child	-4992.6785714285697	-9999.9999990714296	-3327.3660714285702	-9999.9999990714296	-5791.3246428571401	-9999.9999990714296	Welfare payments	$0	$50	  	$0	$50	$0	$50	  	$0	$50	$0	$50	  	$0	$50	Income flows	 	Post rent income	Income flows	 	Post rent income	Transfers	 	Post rent income	Single DSP recipient	 	Single NWS recipient	 	Single PP and FTB, one child	21610.607142857101	0	13309.464285714301	0	27164.342857142899	9089.4571428571417	Salary	$0	$50	  	$0	$50	$0	$50	  	$0	$50	$0	$50	  	$0	$50	Income flows	 	Post rent income	Income flows	 	Post rent income	Transfers	 	Post rent income	Single DSP recipient	 	Single NWS recipient	 	Single PP and FTB, one child	0	50000	0	50000	0	50000	Income tax	$0	$50	  	$0	$50	$0	$50	  	$0	$50	$0	$50	  	$0	$50	Income flows	 	Post rent income	Income flows	 	Post rent income	Transfers	 	Post rent income	Single DSP recipient	 	Single NWS recipient	 	Single PP and FTB, one child	0	-7546.9850001942896	0	-7546.9850001942896	0	-7723.5324285714296	Post rent income	$0	$50	  	$0	$50	$0	$50	  	$0	$50	$0	$50	  	$0	$50	Income flows	 	Post rent income	Income flows	 	Post rent income	Transfers	 	Post rent income	Single DSP recipient	 	Single NWS recipient	 	Single PP and FTB, one child	16207.955357142901	31703.015001297099	9982.0982142857101	31703.015001297099	21373.018214285701	40608.135858292	

NWS, single, childless	150	152	154	156	158	160	162	164	166	168	170	172	174	176	178	180	182	184	186	188	190	192	194	196	198	200	202	204	206	208	210	212	214	216	218	220	222	224	226	228	230	232	234	236	238	240	242	244	246	248	250	252	254	256	258	260	262	264	266	268	270	272	274	276	278	280	282	284	286	288	290	292	294	296	298	300	302	304	306	308	310	312	314	316	318	320	322	324	326	328	330	332	334	336	338	340	342	344	346	348	1198.63392857143	1302.9196428571399	1407.2053571428601	1511.49107142857	1615.7767857142801	1720.0625	1824.3482142857099	1928.63392857143	2032.9196428571399	2137.2053571428601	2241.4910714285702	2345.776785714279	2450.0625	2554.3482142857101	2658.6339285714298	2762.9196428571399	2867.2053571428601	2971.4910714285702	3075.776785714279	3180.0625	3284.3482142857101	3388.6339285714298	3492.9196428571399	3597.2053571428601	3701.4910714285702	3805.776785714279	3910.0625	4014.3482142857101	4118.6339285714303	4222.9196428571404	4327.2053571428496	4431.4910714285697	4535.7767857142717	4640.0625	4744.3482142857101	4848.6339285714303	4952.9196428571404	5057.2053571428496	5161.4910714285697	5265.7767857142717	5370.0625	5474.3482142857101	5578.6339285714303	5682.9196428571404	5787.2053571428496	5891.4910714285697	5995.7767857142717	6100.0625	6204.3482142857101	6308.6339285714303	6412.9196428571404	6517.2053571428496	6621.4910714285697	6725.7767857142717	6830.0625	6934.3482142857101	7038.6339285714303	7142.9196428571404	7247.2053571428496	7351.4910714285697	7455.7767857142717	7560.0625	7664.3482142857101	7768.6339285714303	7872.9196428571404	7977.2053571428496	8081.4910714285697	8185.7767857142717	8290.0625	8394.3482142857029	8498.6339285714294	8602.9196428571395	8707.2053571428605	8811.491071428567	8915.7767857142808	9020.0625	9124.3482142857029	9228.6339285714294	9332.9196428571395	9437.2053571428605	9541.491071428567	9645.7767857142808	9750.0625	9854.3482142857029	9958.6339285714294	10062.919642857099	10167.205357142901	10271.4910714286	10375.776785714301	10480.0625	10584.348214285699	10688.6339285714	10792.919642857099	10897.205357142901	11001.4910714286	11105.776785714301	11210.0625	11314.348214285699	11418.6339285714	11522.919642857099	DSP, single, childless	150	152	154	156	158	160	162	164	166	168	170	172	174	176	178	180	182	184	186	188	190	192	194	196	198	200	202	204	206	208	210	212	214	216	218	220	222	224	226	228	230	232	234	236	238	240	242	244	246	248	250	252	254	256	258	260	262	264	266	268	270	272	274	276	278	280	282	284	286	288	290	292	294	296	298	300	302	304	306	308	310	312	314	316	318	320	322	324	326	328	330	332	334	336	338	340	342	344	346	348	-466.67857142857162	-362.39285714285899	-258.10714285714499	-153.821428571431	-49.535714285717397	54.75	159.03571428570999	263.32142857142799	367.60714285714101	471.89285714285501	576.17857142857099	680.46428571428282	784.74999999999795	889.03571428571138	993.32142857142787	1097.6071428571399	1201.8928571428601	1306.17857142857	1410.4642857142801	1514.75	1619.0357142857099	1723.32142857143	1827.6071428571399	1931.8928571428601	2036.17857142857	2140.464285714279	2244.75	2349.0357142857101	2453.3214285714298	2557.6071428571399	2661.8928571428601	2766.1785714285702	2870.464285714279	2974.75	3079.0357142857101	3183.3214285714298	3287.6071428571399	3391.8928571428601	3496.1785714285702	3600.464285714279	3704.75	3809.0357142857101	3913.3214285714298	4017.6071428571399	4121.8928571428596	4226.1785714285697	4330.4642857142799	4434.75	4539.0357142857101	4643.3214285714303	4747.6071428571404	4851.8928571428596	4956.1785714285697	5060.4642857142799	5164.75	5269.0357142857101	5373.3214285714303	5477.6071428571404	5581.8928571428596	5686.1785714285697	5790.4642857142799	5894.75	5999.0357142857101	6103.3214285714303	6207.6071428571404	6311.8928571428596	6416.1785714285697	6520.4642857142799	6624.75	6729.0357142857101	6833.3214285714303	6937.6071428571404	7041.8928571428596	7146.1785714285697	7250.4642857142799	7354.75	7459.0357142857101	7563.3214285714303	7667.6071428571404	7771.8928571428596	7876.1785714285697	7980.4642857142799	8084.75	8189.0357142857101	8293.3214285714294	8397.6071428571395	8501.8928571428605	8606.178571428567	8710.4642857142899	8814.75	8919.0357142857029	9023.3214285714294	9127.6071428571395	9231.8928571428605	9336.178571428567	9440.4642857142899	9544.75	9649.0357142857029	9753.3214285714294	9857.6071428571395	PP and FTB, single, one child	150	152	154	156	158	160	162	164	166	168	170	172	174	176	178	180	182	184	186	188	190	192	194	196	198	200	202	204	206	208	210	212	214	216	218	220	222	224	226	228	230	232	234	236	238	240	242	244	246	248	250	252	254	256	258	260	262	264	266	268	270	272	274	276	278	280	282	284	286	288	290	292	294	296	298	300	302	304	306	308	310	312	314	316	318	320	322	324	326	328	330	332	334	336	338	340	342	344	346	348	-989.74964285713895	-963.67821428571199	-937.606785714284	-911.53535714285704	-885.46392857142837	-859.39249999999311	-833.32107142857399	-807.24964285713895	-781.17821428571199	-755.106785714284	-729.03535714285704	-680.80321428571096	-576.51749999999311	-472.23178571428321	-367.94607142856682	-263.660357142853	-159.37464285713901	-55.088928571422002	49.196785714288097	153.48250000000601	257.768214285716	362.053928571433	466.339642857147	570.62535714286105	674.911071428578	779.19678571428801	883.48250000000598	987.76821428571498	1092.0539285714301	1196.33964285715	1300.6253571428599	1404.91107142858	1509.1967857142899	1613.4825000000101	1717.76821428572	1822.0539285714301	1926.33964285715	2030.6253571428599	2134.9110714285798	2239.196785714289	2343.4825000000101	2447.7682142857202	2552.0539285714299	2656.33964285715	2760.6253571428601	2864.9110714285798	2969.196785714289	3073.4825000000101	3177.7682142857202	3282.0539285714299	3386.33964285715	3490.6253571428601	3594.9110714285798	3699.196785714289	3803.4825000000101	3907.7682142857202	4012.0539285714299	4116.3396428571496	4220.6253571428597	4324.9110714285798	4429.1967857142899	4533.4825000000101	4637.7682142857202	4742.0539285714303	4846.3396428571496	4950.6253571428597	5054.9110714285798	5159.1967857142899	5263.4825000000001	5367.7682142857202	5472.0539285714303	5576.3396428571496	5680.6253571428597	5784.9110714285798	5889.1967857142899	5993.4825000000001	6097.7682142857202	6202.0539285714303	6306.3396428571496	6410.6253571428597	6514.9110714285798	6619.1967857142899	6723.4825000000001	6827.7682142857202	6932.0539285714303	7036.3396428571496	7140.6253571428597	7244.9110714285698	7349.1967857142899	7453.4825000000101	7557.7682142857202	7662.0539285714303	7766.3396428571496	7870.6253571428597	7974.9110714285698	8079.1967857142899	8183.4825000000101	8287.7682142857047	8392.0539285714294	8496.3396428571505	Weekly market rent
Difference in post rent income ($)

NWS, single, childless	150	152	154	156	158	160	162	164	166	168	170	172	174	176	178	180	182	184	186	188	190	192	194	196	198	200	202	204	206	208	210	212	214	216	218	220	222	224	226	228	230	232	234	236	238	240	242	244	246	248	250	252	254	256	258	260	262	264	266	268	270	272	274	276	278	280	282	284	286	288	290	292	294	296	298	300	302	304	306	308	310	312	314	316	318	320	322	324	326	328	330	332	334	336	338	340	342	344	346	348	-790.20535726428704	-685.91964297857305	-581.63392869285997	-477.34821440714597	-373.06250012142999	-268.77678583571702	-164.491071550003	-60.205357264287201	44.0803570214266	148.36607130714	252.65178559285599	356.93749987857001	461.22321416428298	565.50892844999703	669.79464273571296	774.08035702142695	878.36607130714003	982.65178559285596	1086.93749987857	1191.2232141642801	1295.50892845	1399.7946427357101	1504.08035702143	1608.3660713071399	1712.6517855928601	1816.93749987857	1921.2232141642801	2025.50892845	2129.7946427357101	2234.0803570214298	2338.3660713071399	2442.6517855928601	2546.9374998785702	2651.2232141642799	2755.50892845	2859.7946427357101	2964.0803570214298	3068.3660713071399	3172.6517855928601	3276.9374998785702	3381.2232141642799	3485.50892845	3589.7946427357101	3694.0803570214298	3798.3660713071399	3902.6517855928601	4006.9374998785702	4111.2232141642799	4215.50892845	4319.7946427357101	4424.0803570214302	4528.3660713071404	4632.6517855928596	4736.9374998785697	4841.2232141642799	4945.50892845	5049.7946427357101	5154.0803570214302	5258.3660713071404	5362.6517855928596	5466.9374998785697	5571.2232141642799	5675.50892845	5779.7946427357101	5884.0803570214302	5988.3660713071404	6092.6517855928596	6196.9374998785697	6301.2232141642799	6405.50892845	6509.7946427357101	6614.0803570214302	6718.3660713071404	6822.6517855928596	6926.9374998785697	7031.2232141642799	7135.50892845	7239.7946427357101	7344.0803570214302	7448.3660713071404	7552.6517855928596	7656.9374998785697	7761.2232141642799	7865.50892845	7969.7946427357101	8074.0803570214302	8178.3660713071404	8282.6517855928505	8386.9374998785697	8491.2232141642908	8595.5089284500009	8699.7946427357092	8804.0803570214302	8908.3660713071404	9012.6517855928505	9116.9374998785697	9221.2232141642908	9325.5089284500009	9429.7946427357092	9534.0803570214302	DSP, single, childless	150	152	154	156	158	160	162	164	166	168	170	172	174	176	178	180	182	184	186	188	190	192	194	196	198	200	202	204	206	208	210	212	214	216	218	220	222	224	226	228	230	232	234	236	238	240	242	244	246	248	250	252	254	256	258	260	262	264	266	268	270	272	274	276	278	280	282	284	286	288	290	292	294	296	298	300	302	304	306	308	310	312	314	316	318	320	322	324	326	328	330	332	334	336	338	340	342	344	346	348	-1738.1071431785699	-1633.82142889286	-1529.5357146071401	-1425.25000032143	-1320.9642860357101	-1216.6785717499999	-1112.39285746429	-1008.10714317857	-903.82142889285797	-799.53571460714397	-695.25000032142998	-590.96428603571303	-486.67857175000199	-382.39285746428499	-278.10714317857099	-173.82142889285799	-69.535714607143703	34.749999678569999	139.035713964287	243.32142824999801	347.60714253571501	451.89285682142901	556.17857110714203	660.46428539285603	764.74999967857002	869.03571396428697	973.32142824999801	1077.60714253571	1181.8928568214301	1286.17857110714	1390.4642853928599	1494.74999967857	1599.0357139642899	1703.3214282500001	1807.60714253571	1911.8928568214301	2016.17857110714	2120.4642853928599	2224.74999967857	2329.0357139642902	2433.3214282499998	2537.60714253571	2641.8928568214301	2746.1785711071402	2850.4642853928599	2954.74999967857	3059.0357139642902	3163.3214282499998	3267.60714253571	3371.8928568214301	3476.1785711071402	3580.4642853928599	3684.74999967857	3789.0357139642902	3893.3214282499998	3997.60714253571	4101.8928568214296	4206.1785711071398	4310.4642853928599	4414.74999967857	4519.0357139642902	4623.3214282500003	4727.6071425357104	4831.8928568214296	4936.1785711071398	5040.4642853928599	5144.74999967857	5249.0357139642902	5353.3214282500003	5457.6071425357104	5561.8928568214296	5666.1785711071398	5770.4642853928599	5874.74999967857	5979.0357139642902	6083.3214282500003	6187.6071425357104	6291.8928568214296	6396.1785711071398	6500.4642853928599	6604.74999967857	6709.0357139642902	6813.3214282500003	6917.6071425357104	7021.8928568214296	7126.1785711071398	7230.4642853928599	7334.74999967857	7439.0357139642902	7543.3214282500003	7647.6071425357104	7751.8928568214296	7856.1785711071398	7960.4642853928599	8064.74999967857	8169.0357139642902	8273.3214282499994	8377.6071425357095	8481.8928568214305	8586.1785711071407	NEW PP 	&	 FTB	150	152	154	156	158	160	162	164	166	168	170	172	174	176	178	180	182	184	186	188	190	192	194	196	198	200	202	204	206	208	210	212	214	216	218	220	222	224	226	228	230	232	234	236	238	240	242	244	246	248	250	252	254	256	258	260	262	264	266	268	270	272	274	276	278	280	282	284	286	288	290	292	294	296	298	300	302	304	306	308	310	312	314	316	318	320	322	324	326	328	330	332	334	336	338	340	342	344	346	348	-4091.9278571428586	-4065.856428571431	-4039.7850000000035	-4013.713571428576	-3987.6421428571412	-3961.5707142857136	-3935.4992857142861	-3909.4278571428586	-3883.356428571431	-3857.2850000000035	-3831.213571428576	-3805.1421428571412	-3717.8028571428586	-3613.5171428571484	-3509.231428571431	-3404.9457142857209	-3300.6600000000035	-3196.3742857142861	-3092.088571428576	-2987.8028571428586	-2883.5171428571484	-2779.231428571431	-2674.9457142857209	-2570.6600000000035	-2466.3742857142861	-2362.088571428576	-2257.8028571428586	-2153.5171428571484	-2049.231428571431	-1944.9457142857173	-1840.6600000000035	-1736.3742857142897	-1632.088571428576	-1527.8028571428586	-1423.5171428571484	-1319.231428571431	-1214.9457142857173	-1110.6600000000035	-1006.3742857142897	-902.08857142857596	-797.80285714286219	-693.51714285714479	-589.23142857143102	-484.94571428571726	-380.66000000000349	-276.37428571428973	-172.08857142857596	-67.802857142862194	36.48285714285521	140.76857142856898	245.05428571428274	349.33999999999651	453.62571428571027	557.91142857142404	662.19714285713781	766.48285714285521	870.76857142856898	975.05428571428274	1079.3399999999965	1183.6257142857103	1287.911428571424	1392.1971428571378	1496.4828571428552	1600.768571428569	1705.0542857142827	1809.3399999999965	1913.6257142857103	2017.911428571424	2122.1971428571378	2226.4828571428552	2330.768571428569	2435.0542857142827	2539.3399999999965	2643.6257142857103	2747.911428571424	2852.1971428571378	2956.4828571428552	3060.768571428569	3165.0542857142827	3269.3399999999965	3373.6257142857103	3477.911428571424	3582.1971428571378	3686.4828571428552	3790.768571428569	3895.0542857142827	3999.3399999999965	4103.6257142857103	4207.911428571424	4312.1971428571378	4416.4828571428552	4520.768571428569	4625.0542857142827	4729.3399999999965	4833.6257142857103	4937.911428571424	5042.1971428571378	5146.4828571428552	5250.768571428569	5355.0542857142827	Weekly market rent
Differences in post rent income ($)

Bottom	Disability
Support	
Pension	Newstart
Allowance	Parenting
Payment	
(Single)	Parenting
Payment	
(Partnered)	Youth
Allowance	
(Student)	Youth
Allowance	
(Job seeker)	Carer
Payment	Other	140	147.69	200	240	125	107	164.5	140	2q box	Disability
Support	
Pension	Newstart
Allowance	Parenting
Payment	
(Single)	Parenting
Payment	
(Partnered)	Youth
Allowance	
(Student)	Youth
Allowance	
(Job seeker)	Carer
Payment	Other	35.909999999999997	50.31	55	60	30	43	74.050000000000011	40.460000000000008	3q box	Disability
Support	
Pension	Newstart
Allowance	Parenting
Payment	
(Single)	Parenting
Payment	
(Partnered)	Youth
Allowance	
(Student)	Youth
Allowance	
(Job seeker)	Carer
Payment	Other	69.34	77	65	50	45	35	71.449999999999989	79.539999999999992	Gap	Disability
Support	
Pension	Newstart
Allowance	Parenting
Payment	
(Single)	Parenting
Payment	
(Partnered)	Youth
Allowance	
(Student)	Youth
Allowance	
(Job seeker)	Carer
Payment	Other	-100	-100	-100	-100	-100	-100	-100	-100	Commonwealth Rent Assistance	Disability
Support	
Pension	Newstart
Allowance	Parenting
Payment	
(Single)	Parenting
Payment	
(Partnered)	Youth
Allowance	
(Student)	Youth
Allowance	
(Job seeker)	Carer
Payment	Other	-100	-100	-100	-100	-100	-100	-100	-100	Government Housing	Disability
Support	
Pension	Newstart
Allowance	Parenting
Payment	
(Single)	Parenting
Payment	
(Partnered)	Youth
Allowance	
(Student)	Youth
Allowance	
(Job seeker)	Carer
Payment	Other	-100	-100	-100	-100	-100	-100	-100	-100	Other tenure	Disability
Support	
Pension	Newstart
Allowance	Parenting
Payment	
(Single)	Parenting
Payment	
(Partnered)	Youth
Allowance	
(Student)	Youth
Allowance	
(Job seeker)	Carer
Payment	Other	-100	-100	-100	-100	-100	-100	-100	-100	Mean	Disability
Support	
Pension	Newstart
Allowance	Parenting
Payment	
(Single)	Parenting
Payment	
(Partnered)	Youth
Allowance	
(Student)	Youth
Allowance	
(Job seeker)	Carer
Payment	Other	197.12	215.41	260.67	302.08999999999997	175.6	155.43	246.84	207.33	
Weekly rent ($)

Commonwealth Rent Asistance	Disability Support Pension	Newstart Allowance	Parenting Payment (Single)	Parenting Payment (Partnered)	Youth Allowance (Student)	Youth Allowance (Job seeker)	Carer Payment	Other	10.038534612202373	27.041916657297342	29.392459605026932	11.970954780019174	38.615050175678064	20.179101907263099	12.234013995024787	27.352697499878158	Public housing	Disability Support Pension	Newstart Allowance	Parenting Payment (Single)	Parenting Payment (Partnered)	Youth Allowance (Student)	Youth Allowance (Job seeker)	Carer Payment	Other	6.0449036788370627	21.284618854307624	12.404580152671755	9.6791588029118358	19.540229885057471	9.220779220779221	8.1885656970912741	12.131014961585119	
Per cent
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