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Overview 

Master Builders Australia (Master Builders) welcomes the opportunity to provide input to the 

inquiry into the worsening rental crisis in Australia and contribute policy ideas to improving the 

chronic undersupply of rental accommodation. 

There is no denying millions of Australians are feeling the mounting pressure of rising costs of 

living across the housing spectrum. 

2023 has faced a difficult economic backdrop. Inflation is at its highest in over 30 years partly 

due to cost of materials and entrenched inflation in the rental market and labour shortages. 

This has resulted in the toughest phase of interest rate pressures since the early 1990s. Housing 

costs typically absorb substantial shares of household income.  

Renters and mortgage holders are navigating the challenges of securing stable and 

affordable housing. 

The dream of owning and investing in housing is underpinned by a fair and equitable desire to 

improve social, economic and productivity benefits for the nation. But in the current climate 

of economic uncertainty many are seeing this aspiration become too far out of reach with 

flow on effects across the economy. 

For decades, debate has simmered around how we address housing affordability. It has now 

reached boiling point. 

From social and community housing, rental properties to owner-occupiers, there is a common 

constraint – supply. 

Rising interest rates, high inflation, a surge in migration and woeful building approvals can all 

impact the housing market. 

The building and construction industry is the canary in the economic coalmine and for months 

building activity and approvals has not foreshadowed an easing of conditions. 

The data speaks for itself – during the June quarter, new home building approvals were 15.5 

per cent down on a year earlier and higher-density home building approvals sunk by 14.4 per 

cent. 

This lack of supply, particular among higher-density homes which is relied upon by renters, is 

putting more pressure on the rental market with rental inflation hitting its highest rate in 14 years. 

Rents rose by 7.6 per cent over the year to July 2023 which is in stark contrast to just two years 

ago when average rents moving lower. Other historical spikes occurred in 1975 (17.2 per cent), 

1988 (11.6 per cent) and 2008 (8.4 per cent). 

While there is no doubt that measures are needed to address the housing crisis, rental controls 

are not be the silver bullet some are claiming them to be. 
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The imposition of rent caps discourages property investors from entering the market or 

maintaining existing stock, leading to a decrease in the supply and quality of available rental 

properties, worsening the crisis over the long-term. 

We must look to history when crises were avoided. During the 2010s, record volumes of higher 

density home building successfully neutralised rental pressures, even though migration was 

high. 

Migration does not result in rental market pressure if the supply of new higher-density homes is 

large enough. 

Over that decade, average higher density home starts were 82,300, with activity peaking at 

114,000 starts in 2016. Over the year to March 2023, work began on less than 65,000 new homes 

in this category. This needs to change course. 

We need to get as many low-cost rental premises into the market as possible and avoid 

interventions that restrict housing quality and supply. 

For those who rely on affordable rental properties, the availability of these homes can make a 

substantial difference in their quality of life. 

Those who depend on affordable housing deserve solutions that genuinely address their needs 

and do not inadvertently exacerbate the situation. 

Our focus to solving the housing crisis is two-fold, getting inflation back under control which will 

ease interest rates and fostering an environment conducive to investment and development. 

This ultimately takes pressure off mortgage holders and rental prices. 

Master Builders Australia firmly believes the solution is working collaboratively with the building 

and construction industry to remove impediments and incentivise growth by making it easier 

for new projects to get the green light. 

This can be done by kickstarting private investment and reducing the cost of building homes 

through better approaches to planning, reducing backlogs, minimising taxes and charges, 

and improving productivity in the industry by simplifying building regulations and the industrial 

relations environment. 

The Federal Government is to be commended for bringing all levels of government, industry 

and institutional investors together to prioritise and tackle the housing crisis. 

Through last year’s Housing Accord, which Master Builders is a signatory, we have already seen 

significant steps made by governments with targeted initiatives towards social and affordable 

housing where rental stress is generally worst. 

Governments across all levels must now implement the measures announced at the recent 

meeting of National Cabinet as a matter of urgency. 

A national planning reform blueprint that looks at the key pinch-points in the building process 

from planning, zoning and land release will be a key pillar in addressing our housing supply 

challenges. 



Master Builders Australia – Submission – The worsening rental crisis in Australia – September 

2023 

Master Builders Australia  September 2023 

The New Home Bonus and Housing Support Program will assist governments to undertake the 

array of reforms necessary to boost supply and offset some of these costs. 

Master Builders has long advocated for a federal incentive payment program that looks at 

planning delays, developer charges, zoning restrictions and housing infrastructure investment. 

The political barrier of passing the Housing Australia Future Fund and other housing supply 

legislation is holding back these targeted efforts. 

We cannot afford to play politics with the lives of many Australians who are struggling with 

housing costs eating away at an increasing share of their income. 

By taking an evidence-based approach, we can pave the way for a sustainable solution that 

not only addresses the housing crisis and pain felt by Australians but also ensures the long-term 

health of the housing market. 

Recommendations 

1. Returning the rental market to balance will rely on resuscitating building activity in the 

higher density part of the market. Action on both the supply and demand sides of the 

market is required to bring this about. 

2. On the supply side, it is important that governments work to reduce the cost of creating 

new homes and strive to deal with the obstacles which slow down the process of building 

new homes. 

3. More government held land should be released for the development of housing. 

4. We urge all levels of government to publish an inventory of its current land holdings and 

categorise it according to its suitability for future residential development.  

5. In future, financial payments from federal government to the states and territories should 

be linked to how much progress they achieve in boosting the supply of new housing. In 

particular, their performance with respect to planning reform, taxes and charges imposed 

on new home building, transparency, accountability and the improvement of data 

collection should be taken into account. 

6. The Federal Parliament should pass the Housing Australia Future Fund which is designed to 

create 40,000 new social and affordable homes over a 5-year period. 

7. The proposed redesignation of NHFIC as Housing Australia under whose remit the new 

National Housing Supply & Affordability Council offers considerable potential with respect 

to addressing the undersupply of new housing and consequent affordability problems. 

Spending allocations in the federal budget must support Housing Australia in tackling these 

issues as quickly and effectively as possible. 

8. Delivering an effective National Housing Plan that deals with the challenges in delivering 

affordable housing options for all Australians.  

9. Consideration should be given to measures to help expand the stock of new homes in 

regional areas so that migrant labour inflows can be accommodated more readily. 

10. Expand the size of Housing Future Fund capital investment from $10 billion to $20 billion. 

11. Commit all levels of government to redirect one per cent of development taxes and 

charges to social and affordable housing.  
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12. Continue community, city and regional focused infrastructure funding programs through 

genuine partnerships across levels of government and with industry. Embed and test 

housing targets more effectively in these programs. 

13. On the demand side, we need to ensure that there are enough housing investors to 

shepherd housing stock onto the rental market. Without enough investors, the amount of 

housing available on the rental market will fall short of demand. 

14. Introduce tax incentives to address the gap between risk and return for major institutional 

investors. 

15. Stamp duty surcharges which apply to foreign investors in real estate are prohibitively high. 

State governments should consider abolishing these surcharges in situations when 

participation by foreign investors is likely to result in more new homes getting built. During 

the 2010s, we saw how foreign investors could be used to both boost new higher density 

home building and expand the stock of accommodation available to the rental market. 

16. Current arrangements around negative gearing and the Capital Gains Tax discount are 

important in attracting participation from domestic investors and should be retained in 

their current forms. Moves to curtail these features of the tax system would result in less 

accommodation being made available to the rental market. 

17. Trapping prospective owner occupiers in the rental market magnifies already severe 

pressures. Their journey to home ownership should be expedited by way of appropriate 

supports from government, including through grants and stamp duty concessions. 

18. Banks and other lenders have a big responsibility to keep mortgage finance accessible to 

those wishing to move from renting to owning their home. Similarly, competitive conditions 

in the provision of insurance, legal and other services used by homebuyers must be 

regulated in a way that produces optimal pricing and quality outcomes for consumers. 

Should you seek clarification or further information on any of the points in this submission please 

contact: 

 Alex Waldren 

 National Director - Industry Policy, Master Builders Australia 

 0488 678 848 alex.waldren@masterbuilders.com.au  

  

mailto:alex.waldren@masterbuilders.com.au
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Terms of Reference 

This inquiry is being carried out by the Senate Standing Committee on Community Affairs 

following a referral from the Senate on 22nd June 2023. We understand that an interim report is 

to be presented by 23rd September 2023 with a final report due by 28th November 2023. 

The Standing Committee’s inquiry remit is centred on the worsening rental crisis in Australia, 

with specific focus on eight areas. These are: 

1. the experience of renters and people seeking rental housing, 

2. rising rents and rental affordability; 

3. actions that can be taken by governments to reduce rents or limit rent rises; 

4. improvements to renters’ rights, including rent stabilisation, length of leases and no 

grounds evictions; 

5. factors impacting supply and demand of affordable rentals; 

6. international experience of policies that effectively support renters; 

7. the impact of government programs on the rental sector; and 

8. any other related matters. 

Our submission concentrates on some of the areas where we are best placed to make 

meaningful contributions. 
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Background 

About Master Builders Australia 

Master Builders Australia is the nation’s peak building and construction industry association 

which was federated on a national basis in 1890. Master Builders’ members are the Master 

Builder State and Territory Associations.  

Over 130 years, the movement has grown to over 32,000 businesses nationwide, including the 

top 100 construction companies. Master Builders is the only industry association that represents 

all three sectors, namely residential, commercial and engineering/civil construction. 

Australia’s building and construction industry 

Value 

Building and construction is one of the largest sectors of the Australian economy. Latest ABS 

figures indicate that the total value of building and construction work done over the year to 

June 2023 totalled $269.72 billion in value, an amount directly equivalent to 10.5 per cent of 

total GDP. 

Employment & wages 

Our industry packs its biggest punch when it comes to the provision of full-time employment 

and support for small business. During May 2023, there were 1.33 million people employed in 

the building and construction industry. About 85 per cent of these jobs were full-time in nature, 

a far higher proportion than in the rest of the economy. This means that construction has 

consistently been the economy’s largest provider of full-time jobs over many decades. During 

May 2023, there were 1.14 million full-time jobs in the construction industry – more than every 

sector of the economy outside of health and social services. 

During the 2021-22 financial year, it is estimated that construction businesses paid out a total 

of $77.2 billion in wages and salaries to its employees, with aggregate operating profits in the 

industry amounting to $43.7 billion over the year. Industry turnover was $491.0 billion during 

2021-22, a sum which includes sales from construction businesses to other construction 

businesses. 

Market viability and inflation 

The average profit margin across all building and construction businesses tends to fluctuate 

around 5 per cent but this can quickly be eaten away in a high inflation environment – 

especially if the builder is locked into fixed-price contracts, as is customary in the residential 

building sector. 

At one stage during the pandemic, the cost of building homes increased by 20 per cent over 

the course of 12 months. Latest figures show that these cost pressures have eased back, 

although new home building costs still increased by 7.3 per cent over the year to June 2023. 

In addition to materials inflation, there has been a sharp hike in mortgage interest rates with 

the standard variable rate averaging 8.52 per cent during June 2023 – a full 4 percentage 

points higher than the 4.52 per cent rate which held for over two years during the pandemic. 

Rents rose by 7.6 per cent over the year to July 2023 – in stark contrast to just two years ago 

average rents were in decline and on the way down. This increase is significantly less than 

materials inflation and mortgage rate increases. 
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Over a similar period, the volume of higher-density dwelling construction has significantly 

declined and is well below pre-covid levels that ramped up the supply of housing stock 

between 2010-2019 and kept rental prices low. 

Number of businesses 

The most up-to-date ABS data indicates that at the end of June 2023, there was a total of 

444,419 construction businesses in operation across Australia. This is more than any other sector 

of the economy. The most striking feature of our industry’s construction businesses is their size: 

of the total, the overwhelming majority (98.7 per cent) are small in size with less than 20 

employees. Well over one half of our construction businesses (58.0 per cent) have no 

employees at all, typically operating as sole traders or partnerships. 

The small size of construction businesses is reflected in their pattern of turnover. The majority 

(57.2 per cent) turn over less than $200,000 per year with about 1 in 5 (20.5 per cent) earning 

less than $50,000 annually. Just 1.4 per cent of building and construction businesses have 

annual revenues in excess of $10 million. 

Multiplier effect 

The structure of construction activity means that the support offered by it to other parts of the 

economy is strong. This is because there is a high domestic content to our industry’s inputs 

including building materials, labour and professional services. As a result, it is estimated that for 

every $1 million worth of residential building activity the entire economy is better off to the tune 

of $3 million. Similarly, $1 million worth of residential building activity is estimated to support a 

total of 9 full-time jobs across Australia’s economy – including 3 jobs in other sectors outside of 

building and construction. 

Industry outputs / work done 

In terms of our industry’s outputs, about $120.95 billion worth of civil and engineering 

construction was carried out over the year to June 2023. In addition to this, residential building 

work totalled $90.51 billion over the same period with $58.26 billion in non-residential building 

activity. 

Latest figures show that work started on about 179,600 new homes over the year to March 

2023, of which 113,900 were detached houses (63 per cent of the total). Over the same period, 

about 174,800 new homes were completed and became available to live in for the first time 

– meaning that a roof was put over the heads of almost 450,000 Australians. 

Over the year to March 2023, building work began on 3,300 new units of public housing. At just 

1.8 per cent, the share of new home building accounted for by the public sector is quite low 

by historic standards and this represents a key challenge going forward. 

Apprentices/trades 

The building and construction industry is at the fulcrum of mentoring our nation’s next 

generation of trades workers. During 2022, a total of 25,200 new construction apprenticeships 

were completed while a further 53,140 new construction apprentices and trainees started out 

on their journey. At the end of December 2022, 117,212 construction industry apprentices were 

in training – close to the highest on record. Encouragingly, apprentice involvement in the 

industry has grown strongly over the last couple of years thanks to enhanced government 

support programs. 
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Even so, the challenge remains formidable: over the period to November 2026, it is estimated 

that 486,000 more people will need to enter the construction industry to facilitate our 

expansion and to replace those leaving the industry through retirement. 
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Economic backdrop 

Australia’s economy is navigating a challenging period. Economic growth is weak, 

unemployment is starting to rise, productivity is stagnant, and inflation is not yet under control. 

There is a reasonable risk that Australia’s economy could shrink in the near future – assuming it 

is not already doing so. 

The 4.00 percentage point increase in the cash rate since May of last year is the main culprit 

when it comes to the deceleration of economic growth and tightening of purse strings. Of 

course, interest rates only went up because inflation did first.  

However, it is not all doom and gloom, there are good reasons for believing that we are 

winning this battle provided we stay the course: from a peak of 7.8 per cent late last year, the 

inflation rate has dropped back to 4.9 per cent. While this is still well above the Reserve Bank 

of Australia (RBA)’s target of between 2 per cent and 3 per cent, it is moving steadily in the 

right direction. 

Some parts of the economy are stubbornly resisting the move to lower inflation particularly in 

the building and construction sector: rents have accelerated and are up by 7.6 per cent on a 

year ago, the biggest increase in almost 15 years. While inflation in the price of goods has 

generally eased, services inflation has gotten worse and now stands at its highest since 2001 

which is a reflection of a tight labour market. 

Compared with goods, the provision of services relies heavily on the supply of suitably skilled 

workers. Many areas of the economy, including construction, are suffering from labour 

shortages and this has had particularly detrimental effects on service costs.  

That said, there is some evidence that labour market bottlenecks are starting to abate. 

Australia’s unemployment rate rose to 3.7 per cent in July 2023 with about 14,600 fewer people 

at work during the month. In another sign of softness, there was an increase in the number of 

workers doing part-time hours at the expense of full-time positions. 

Despite the jobs market’s recent stumble, there are still 387,000 more people at work in 

Australia compared with this time last year. It is no coincidence that this is relatively in line with 

the volume of net overseas migration to Australia (+387,000) during 2022, the last 12-month 

period for which we have figures.  

Clearly, inward migration is a key driver in the expansion of Australia’s labour market. As well 

as providing more workers, inward migration adds to the number of consumers in the 

economy, meaning the economy receives support on both the demand and supply fronts. 

The way in which high inward migration skews our economic gears in favour of growth, it may 

be enough to avoid a recession. 

Having more workers does not guarantee that living standards will get better without other 

economic levers being pulled. The collective productivity of our economy’s labour force also 

matters hugely.  

In recent years, the hourly output of Australia’s workers has stagnated. This is the crux of the 

productivity challenge. There are no simple cures to the productivity ills that confront us and 

the efforts of governments to tackle this challenge cannot be left to silos.  

Freeing up the ways in which businesses and workers can interact with each other could 

provide a springboard for improvements in innovation and enterprise across our economy. The 

Federal Government’s upcoming industrial relations legislation poses a real concern by taking 

away much-needed flexibility and freedoms of employers, their employees and independent 
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contractors; inadvertently sending productivity backwards and passing on higher costs down 

the supply chain. Similarly, reducing the tax burden on productivity-boosting investment and 

technological development could also help break us out of the productivity doldrums. 

The RBA opted to keep interest rates on hold at both its July and August meetings. It is possible 

that interest rates have peaked. If they haven’t, we are probably close to the top. Financial 

market expectations are that interest rates will begin declining gently in the second half of 

2024. Once we reach this phase, it is likely to be favourable from the perspective of household 

and business confidence, but this will be dependent on government decisions in the near 

future and continuing continued cooperation of the state and territories across the federation. 
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A short history of rental prices 

• Australia has suffered several bouts of surging rental prices over the past 50 years. 

• Over the year to June 2023, rental prices across Australia rose by 6.3 per cent – the 

fastest pace of increase since 2009. 

Latest ABS monthly inflation data indicate that average rents across Australia rose by +7.6 per 

cent over the year to July 2023. The chart below summarises how rental inflation has 

developed over the past 50 years. It is clear that we are currently undergoing a very sharp 

acceleration. Just two years ago, average rents were actually on the way down, declining by 

1.4 per cent over the year to March 2021. 

 

It is worth reviewing previous cases of high rental price inflation. 

• Over the year to September 1975, average rents increased by +17.2 per cent across 

Australia; 

• Rental inflation peaked again at +12.9 per cent in 1982; 

• The year to June 1988 saw rental inflation rise to +11.6 per cent. 

• For much of the 1990s and 2000s decades, rental inflation remained subdued. 

• However, in December 2008 the annual rental inflation rate accelerated to +8.4 per 

cent, then the highest rate in twenty years. 

At +6.3 per cent and rising, the current rate of rental inflation is the strongest since mid-2009, 

close to a fifteen-year high. 
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Why are rents rising so quickly? 

• Rents generally rise faster at times of high inflation in our economy. 

• Increased volumes of inward migration from overseas don’t always result in rental 

market pressures. 

• During the 2010s, record volumes of higher density home building successfully 

neutralised rental pressures – even though inward migration was very high. 

• The current phase of rising interest rates is one of the reasons why rents have 

accelerated. 

Like almost everything, the direction of rental prices is determined by how supply and demand 

interact in the market. The supply of rental accommodation is strongly dependent on housing 

investor activity in the market, as well as new home building volumes. When it comes to 

demand for rental accommodation, population growth has one of the biggest effects. 

When inflation takes off, so do rents 

The chart below builds on the previous one and looks at the relationship over time between 

rental inflation and the general rate of inflation across the economy. They have largely moved 

in tandem over the past half century, with rents tending to follow earlier changes in the 

economy’s general inflation rate. 

Based on the past fifty years, it is generally true to say that rents tend to rise and fall in response 

to inflation going up and down across the economy. This pattern makes sense because higher 

inflation tends to push rental accommodation suppliers’ costs up (such as for repairs, 

maintenance, management fees, etc). Stronger price pressures also force renters’ wages and 

incomes higher, something which can result in higher rents – especially when supply is tight. 

But that’s not the whole story. 
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Inward migration need not add to rental pressures 

There has been much commentary in recent times about how rental prices have accelerated 

at the same time as surging inward migration to Australia, post pandemic. This is well worth 

exploring, and the chart below compares rental inflation with overseas migration rates since 

1981. 

 

There have been times in the past when rents and migration have moved in tandem - but only 

sometimes. The second half of the 2000s decade saw inward migration and rental growth 

accelerate and peak around the same time, while negative migration flows coincided with 

rental price drops during the pandemic. Of course, the absence of rental price growth during 

the pandemic was also a consequence of interventions by governments aimed at easing 

hardship for tenants affected by income reductions. 

Also worth mentioning is the experience of the early 1990s, when migration sagged to one of 

its lowest volumes on record at the same time rental prices stagnated. This all took place in the 

aftermath of Australia’s early 1990s recession and high unemployment – never a good 

combination for the rental market. 

However, there have also been breaks in the link between migration and rental costs. For much 

of the 1980s decade, rents soared from year to year even though inward migration to Australia 

was quite modest.  

Most interesting is the case of the 2010s decade. Then, migration volumes remained very 

elevated for the best part of ten years. Rather than putting pressures on rents, however, rental 

inflation decelerated consistently for over a decade, from a peak in late 2008 to its 2021 

trough. Why? 

Higher density home building helps soothe rental inflation 

The high volumes of inward migration during the 2010s decade might have been expected to 

exacerbate pressures in the rental market. Instead, we had a slowdown in rental prices. 

Looking at trends in higher density home building helps explain much of this. The chart below 
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shows how higher density dwelling starts averaged about 40,000 per year over the forty-year 

period from 1973, with an exceptionally good year involving no more than 55,000 new homes. 

 

For a number of reasons, there was a spectacular increase in higher density home building 

from about 2010 onwards. Activity peaked in 2016 when work began on nearly 114,000 new 

higher density homes. Altogether, the decade immediately preceding the pandemic saw an 

average of 82,300 new home starts in this part of the market – about twice its previous yearly 

average.  

The extraordinary level of higher density home building during the 2010s is almost certainly the 

main reason why Australia’s rental market delivered such modest rent increases at a time of 

considerable inward migration volumes. In effect, the huge demands created by a sustained 

period of elevated inward migration were successfully met by the building industry’s work in 

ramping up the delivery of more higher density housing stock. But there was one other 

important factor. 

Higher interest rates = higher rents 

Interest rate movements have a substantial influence on rents. When interest rates go up, the 

collective mortgage bill of housing investors rises. Some of this gets passed on to tenants in the 

form of higher rents. However, this depends on how tight the rental market is at the time. 

Slacker rental markets place tenants in a better negotiating position: as a result, landlords will 

be forced to pay for a bigger share of the increased interest bill. Similarly, tight rental markets 

provide housing investors with more power to jack up rents in response to interest rate rises - or 

any other cost increases. 

Interest rates affect the rental market in other ways too. By making it more difficult for people 

to buy their first home, higher mortgage rates have the effect of trapping potential first home 

buyers in the rental market for longer than they would like. Interest rate increases also tend to 

depress the flow of new housing stock coming onto the market. Both of these effects skew the 

demand-supply balance in the housing market in a way which forces rents to accelerate. 
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The relationship between mortgage interest rates and rental inflation over the past fifty years 

is illustrated in the chart below. We can see that there is a clear linkage between the interest 

rate hike of the past 16 months and the acceleration of rental inflation. This is a pattern which 

replicates previous episodes of rent-interest rate spirals, including the early 1980s and the late 

2000s. 

 

We discussed earlier how rents decelerated from about 2009 to 2021. The enormous rise in the 

supply of higher density homes was the main reason why. However, this was also a period 

when low and (mostly) declining mortgage interest rates helped dampen rental price 

pressures. 
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Obstacles preventing homes from getting built 

Right now, there are obstacles in place which are preventing many of the homes we need 

from getting built. The homes that do end up getting built are often delayed by the many 

barriers encountered on their journey to final completion, including unnecessary planning 

impediments and the lengthy approvals process.  
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These factors, plus taxes suffered during the development and building process, substantially 

inflate the final cost.  

Heaped on top of all this are additional taxes paid by the buyer of new homes, like GST and 

stamp duties at the time of purchase. Taking all of this together, it is not difficult to see how 

homes end up being so much more expensive than they could be.  

The federal government has a major role to play in addressing all of the components that 

pump up the cost of new housing stock.  
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In some parts of regional Australia, economic progress is being obstructed by a lack of 

sufficient housing stock which limits the volume of migrant labour that can be absorbed into 

such markets.  

Migrant labour can be crucial for delivering major projects in regional Australia and the lack 

of adequate housing capacity can slow down or even prevent such projects from 

proceeding. One potential solution might be to ensure that there is a direct linkage between 

the size of new projects in regional areas and the volume of new housing stock which is 

delivered in tandem.  

During 2022, the Productivity Commission (PC) published a report into the National Housing & 

Homelessness Agreement (NHHA) which sharpened the evidence around housing market 

interventions. As well as directly dealing with the NHHA, the Productivity Commission report 

made valuable recommendations around data collection, new housing supply and the 

performance of Australia’s construction industry.  

In its report, the Productivity Commission finds that restrictions on supply are damaging housing 

affordability and that addressing barriers to the supply of housing is the best way to increase 

the supply of rental properties and improve rental affordability. 

Interestingly, the report concluded that more housing supply in any segment of the market 

can improve affordability for low-income households. In other words, building more new 

homes will generally lead to better housing affordability outcomes for lower income 

households, either directly or indirectly. IT was also found that pursuing reforms around housing 

supply would put downward pressure on rents.  

In terms of infrastructure delivery, the Productivity Commission believes that better 

coordination across State and Territory government agencies and between governments can 

help to align infrastructure delivery with housing developments.  

The PC also believes that the funding of infrastructure is not always as efficient as it could be 

with local governments making little use of debt to fund the type of infrastructure that could 

address bottlenecks.  

Payments to government in the form of Developer Contributions and Infrastructure Charges 

are sometimes used to fund the delivery of general government services rather than being 

dedicated solely for infrastructure creation. This practice makes it considerably more 

expensive to create new homes.  

While some degree of regulation is necessary and welcome when it comes to building and 

construction activity and its final outputs, the imposition of rules and restrictions has inevitable 

consequences for the cost and timing of our industry’s output. 

For those in the industry, some mandatory regulations have proven to restrict the way in which 

work can be performed. This means that more efficient and more cost-effective ways of 

completing projects may have to be dropped in favour of significantly more expensive 

techniques. 

The regulatory framework may also have the effect of preventing the delivery of some projects 

for which there is a willing market, and which would add to the supply of new homes. In short, 

regulation can sometimes get in the way of delivering the homes, buildings and infrastructure 

needed by our economy. 

The overwhelming majority of building and construction businesses are small when it comes to 

turnover and the employee headcount: well over one half of businesses in our industry either 
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do not have any employees at all or else turn over less than $200,000 per year (or both). This 

means that most building and construction firms do not have resources in the form of 

regulatory staff or departments. As a result, they struggle to cope with the existing body of 

regulations.  

This problem is compounded by the fact that regulations are frequently changing with each 

change sparking off yet another round of costly and productivity-sapping modifications to the 

business models underpinning their operating architecture. There is a perception amongst 

industry participants that the net effect of regulatory change over time is resulting in a heavier 

rather than lighter regulatory burden. 
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Appendices 

Current federal government housing interventions 

Initiatives designed to support new home building 

• Social Housing Accelerator ($2 billion) 

• Housing Australia Future Fund ($10 billion) 

• National Housing Accord 

• National Housing Infrastructure Facility ($2 billion) 

Assisting people into home ownership 

• Help to Buy scheme 

• First Home Buyer Guarantee 

• Regional First Home Buyer Guarantee 

• Defence Home Ownership Assistance Scheme 

Overarching strategies 

• National Housing Accord 

• National Housing & Homelessness Plan. 

1. National Housing Supply & Affordability Council. 
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Australia
New South 

Wales
Victoria Queensland

2007-08 $2,273.50 $2,402.62 $1,884.38 $2,353.35

2008-09 $2,476.18 $2,266.06 $2,852.48 $2,182.42

2009-10 $2,661.63 $2,660.01 $2,619.58 $2,445.87

2010-11 $2,625.19 $2,617.65 $2,562.65 $2,598.69

2011-12 $2,532.63 $2,464.90 $2,595.24 $2,399.55

2012-13 $2,431.10 $2,180.33 $2,522.56 $2,046.63

2013-14 $2,598.04 $2,730.16 $2,682.08 $2,023.43

2014-15 $2,478.20 $2,560.36 $2,558.99 $2,138.86

2015-16 $2,556.79 $2,702.23 $2,586.60 $2,306.89

2016-17 $2,762.51 $3,047.61 $2,873.66 $2,370.95

2017-18 $2,997.82 $3,357.64 $2,924.72 $2,551.72

2018-19 $3,341.51 $3,772.26 $2,961.11 $3,079.93

2019-20 $3,045.11 $3,480.26 $2,610.94 $2,970.88

2020-21 $3,601.63 $3,926.59 $3,357.85 $3,098.73

2021-22 $3,584.13 $4,165.90 $3,718.24 $2,818.51

Source: Master Builders Australia analysis of ABS Building Activity, December 2022 edition

Average cost per square metre of new apartments by state and territory, 

2007-08 to 2021-22 (dollars)
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Australia
New South 

Wales
Victoria Queensland

2007-08 $287,689 $281,779 $246,100 $311,795

2008-09 $294,071 $267,237 $304,388 $283,845

2009-10 $326,209 $307,284 $316,576 $312,509

2010-11 $318,094 $311,003 $280,995 $343,885

2011-12 $294,140 $299,214 $259,472 $328,571

2012-13 $280,014 $288,240 $280,610 $243,651

2013-14 $284,044 $297,833 $285,722 $234,860

2014-15 $283,456 $291,983 $294,744 $242,525

2015-16 $285,926 $304,785 $289,673 $260,332

2016-17 $298,075 $314,666 $297,021 $279,653

2017-18 $324,274 $341,841 $309,874 $311,540

2018-19 $359,413 $376,245 $350,388 $358,596

2019-20 $377,015 $378,617 $374,592 $404,069

2020-21 $418,293 $442,055 $412,915 $419,537

2021-22 $405,329 $403,717 $427,337 $415,025

Source: Master Builders Australia analysis of ABS Building Activity, December 2022 edition

Average cost of new apartments by state and territory, 2007-08 to 2021-22 

(dollars)
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Australia
New South 

Wales
Victoria Queensland

2007-08 126.5 117.3 130.6 132.5

2008-09 118.8 117.9 106.7 130.1

2009-10 122.6 115.5 120.9 127.8

2010-11 121.2 118.8 109.7 132.3

2011-12 116.1 121.4 100.0 136.9

2012-13 115.2 132.2 111.2 119.1

2013-14 109.3 109.1 106.5 116.1

2014-15 114.4 114.0 115.2 113.4

2015-16 111.8 112.8 112.0 112.9

2016-17 107.9 103.3 103.4 118.0

2017-18 108.2 101.8 106.0 122.1

2018-19 107.6 99.7 118.3 116.4

2019-20 123.8 108.8 143.5 136.0

2020-21 116.1 112.6 123.0 135.4

2021-22 113.1 96.9 114.9 147.3

Source: Master Builders Australia analysis of ABS Building Activity, December 2022 

edition

Average floor area of new apartments by state and territory, 2007-

08 to 2021-22 (square metres)
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New Houses
New 

Townhouses

New 

apartments
New Houses

New 

Townhouses

New 

apartments
New Houses

New 

Townhouses

New 

apartments

2008-09 2.22 2.64 2.79 7.44 9.72 17.25 9.66 12.36 20.04

2009-10 2.19 2.79 2.64 6.75 9.36 17.46 8.94 12.15 20.10

2010-11 2.28 2.64 2.79 6.81 8.73 15.72 9.09 11.37 18.51

2011-12 2.16 2.73 3.00 7.05 9.72 17.61 9.21 12.45 20.61

2012-13 2.13 2.34 2.76 6.60 9.24 17.85 8.73 11.58 20.61

2013-14 2.04 2.25 2.82 6.48 9.15 18.21 8.52 11.40 21.03

2014-15 1.98 2.19 2.94 6.66 8.67 17.70 8.64 10.86 20.64

2015-16 2.07 2.22 3.48 6.60 9.00 17.52 8.67 11.22 21.00

2016-17 2.10 2.46 4.14 6.51 8.88 18.69 8.61 11.34 22.83

2017-18 2.04 2.49 4.68 6.69 9.27 19.44 8.73 11.76 24.12

2018-19 2.13 2.70 4.56 6.66 10.11 19.95 8.79 12.81 24.51

2019-20 2.04 2.64 4.92 6.66 10.50 22.89 8.70 13.14 27.81

2020-21 2.04 2.40 5.43 6.69 10.32 25.14 8.73 12.72 30.57

2021-22 2.52 2.55 3.93 7.71 10.92 26.01 10.23 13.47 29.94

Source: Master Builders Australia analysis of ABS Building Activity (8752.0)

Australia: average time taken to build new homes - 2008-09 to 2021-22 (number of months)

Average time from approval to 

commencement (months)

Average time from commencement to 

completion (months)

Average time from approval to completion 

(months)
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Australia Sydney Melbourne Brisbane Adelaide Perth Hobart Darwin Canberra

Year to June 2023 (%) +6.0% +6.6% +5.6% +6.3% +6.9% +4.9% +5.5% +5.3% +5.7%

Quarterly change (%) - June 2023 

quarter compared with March 2023 

quarter

+0.8% +1.0% +0.6% +1.0% +1.1% +0.8% +0.4% +1.2% +1.1%

Summary of inflation rates by capital city - June 2023 quarter

Source: Master Builders Australia analysis of ABS Consumer Price Index (6401.0)

Australia Sydney Melbourne Brisbane Adelaide Perth Hobart Darwin Canberra

Year to June 2023 (%) +6.7% +7.3% +5.0% +8.9% +6.9% +8.2% +2.9% +5.8% +4.3%

Quarterly change (%) - June 2023 

quarter compared with March 2023 

quarter

+2.5% +2.8% +2.0% +2.8% +2.5% +2.7% +1.0% +1.4% +1.1%

Summary of rental inflation rates by capital city - June 2023 quarter

Source: Master Builders Australia analysis of ABS Consumer Price Index (6401.0)
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Australia Sydney Melbourne Brisbane Adelaide Perth Hobart Darwin Canberra

Year to June 2023 (%) +7.8% +9.1% +6.1% +6.5% +15.2% +4.3% +10.4% +1.5% +9.8%

Quarterly change (%) - June 2023 

quarter compared with March 2023 

quarter

+1.0% +0.8% +1.3% +1.1% +2.4% -0.4% -0.7% +0.4% +2.2%

Source: Master Builders Australia analysis of ABS Consumer Price Index (6401.0)

Change in cost of new dwelling purchase by owner occupiers in each capital city - June 2023 quarter
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Australia Sydney Melbourne Brisbane Adelaide Perth Hobart

All materials used in house 

building
+7.4% +9.4% +5.6% +7.3% +8.6% +8.2% +9.1%

Timber, board and joinery 

products
+5.4% +10.6% +1.6% +3.8% +9.5% +8.5% +6.2%

Ceramic products +10.6% +8.5% +8.2% +9.1% +2.8% +29.4% +4.2%

Concrete, cement and sand +16.2% +8.4% +21.0% +30.3% +4.7% +9.0% +7.8%

Cement products +13.3% +16.4% +12.4% +13.5% +9.4% +11.3% +12.6%

Steel products -10.0% -6.8% -17.6% -7.4% +2.0% -2.7% -2.3%

Metal products (excluding 

steel)
+6.8% +9.3% +6.2% +5.0% +10.1% +2.1% +16.5%

Plumbing products +9.0% +11.9% +11.1% +4.9% +4.7% +5.1% +6.1%

Electrical equipment +7.0% +8.0% +6.0% +6.1% +7.2% +9.7% +8.8%

Installed gas and electrical 

appliances
+4.7% +3.0% +7.7% +2.1% +2.4% +4.4% +5.1%

Other house building materials +11.1% +10.3% +9.5% +16.1% +13.0% +8.9% +13.8%

Annual change in cost of inputs to the house construction industry - year to June 2023 (% change)

Source: Master Builders Australia analysis of ABS Producer Price Indexes
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Australia Sydney Melbourne Brisbane Adelaide Perth Hobart

All materials used in 

house building
+0.6% +0.3% +0.6% +1.4% +1.0% -0.3% +0.8%

Timber, board and joinery 

products
+0.1% -0.7% +0.1% +1.0% +0.5% -0.4% -0.1%

Ceramic products +1.1% +1.1% +1.8% +0.7% +0.7% -0.2% +0.7%

Concrete, cement and 

sand
+1.9% +0.7% +2.6% +2.8% +4.0% +0.4% +0.1%

Cement products +2.8% +6.0% +0.9% +4.0% +1.6% +1.2% 0.0%

Steel products -5.4% -2.7% -9.8% -4.5% 0.0% -1.7% -5.1%

Metal products (excluding 

steel)
+0.2% +0.1% +0.3% +0.3% +0.7% -0.3% -0.4%

Plumbing products +1.1% +1.8% +0.7% +0.6% -1.1% +3.4% -0.6%

Electrical equipment +1.7% +2.1% +1.3% +2.2% +1.3% +1.9% +3.2%

Installed gas and 

electrical appliances
0.0% -1.4% +0.4% +0.5% +1.0% +0.3% +2.3%

Other house building 

materials
+2.0% +1.0% +2.7% +4.2% +2.5% -2.6% +5.6%

Quarterly change in cost of inputs to the house construction industry - June 2023 quarter (% change)

Source: Master Builders Australia analysis of ABS Producer Price Indexes
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Australia
New South 

Wales
Victoria Queensland

South 

Australia

Western 

Australia
Tasmania

Northern 

Territory
ACT

Total building and construction output +6.5% +7.8% +6.5% +5.3% +9.5% +2.0% +7.6% +3.9% +4.1%

House building output +7.3% +10.9% +5.3% +5.4% +14.2% +2.9% +9.7% +0.3% +13.5%

Other residential building output +5.9% +5.7% +7.3% +5.2% +6.8% +1.4% +3.9% +4.3% +1.5%

Non-residential building output +6.1% +7.1% +7.2% +5.3% +6.1% +1.0% +4.6% +5.2% +1.8%

Road and bridge construction output +6.2% +5.9% +4.9% +7.3% +11.0% +3.8% No data No data No data

Annual change in cost of building and construction output - year to June 2023 (% change)

Source: Master Builders Australia analysis of ABS Producer Price Indexes

Australia
New South 

Wales
Victoria Queensland

South 

Australia

Western 

Australia
Tasmania

Northern 

Territory
ACT

Total building and construction output +1.0% +1.1% +1.0% +0.9% +1.8% +0.1% +0.3% +0.3% +0.6%

House building output +1.0% +0.8% +1.3% +1.1% +2.4% -0.4% 0.0% +0.4% +2.1%

Other residential building output +0.9% +1.1% +0.7% +1.3% +1.5% +0.6% +1.2% +0.3% +0.1%

Non-residential building output +0.9% +1.3% +0.8% +0.7% +1.3% +0.4% +0.7% +0.3% +0.2%

Road and bridge construction output +0.4% +0.1% +1.0% +0.4% +0.7% -0.3% No data No data No data

Quarterly change in cost of building and construction output - June 2023 quarter (% change)

Source: Master Builders Australia analysis of ABS Producer Price Indexes
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