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EXECUTN&RJMMARY

TheCOVIEL9 pandemiaepresentone of themost significant challengé 2 | dza G NI £ A | Q
economy. Thaeocial distancingestrictionsare unprecedentedand theassociated

uncertainty means that Australia will experience the biggest contract@mas Domestic
Product (GDP}¥ince the Great Depressidiithout international migration the demand for
housing will fall dramatically during the 2021 calendar yge@Housing Industry Association
(H1A is forecasting @w housing constructiocouldfall by50 per cent and place hundreds of
thousands of jobstaisk. Action is required to support the economy as it deals with the shock
of COVIEL9.

The SHARP proposal

TheSocial Housing Acceleration and Renovation Program (S&dBR) build 30,000 social
housing units over four-yearperiod, plus acceleratine maintenance and renovation of
existing social housing stoéls well as the benefits of increasing social housing available to
low income households, the construction process will provide maebed jobs and

economic stimulus Australigide followingthe Black Summer bushfires and the Ca@aD
shutdown of a range of industries.

Importance of the construction industry

In the year to December 201&nstruction provided $148 billion to gross value addgdr
7.8 per centof total grossvalueadded in Australia. In February 202@, rhillion people were
employed in the construction industry, represent@etcent2 ¥ | dza G N>} £ A+ Q& wmo

EARNINGS AND EDUCATION IN CONSTRUCTION
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Source ABS Labour Force Survey, Quarterly, Average Weekly Earnings
1 Gross value added is the sum of wages and profits generated by an industry or economy.
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The higher than average wages available in construction are unique as jobs in the
construction industry do not require high levels of education. Just over & Bdrgher cent

of Constructin industry workers only have a Year 12 education or less. Fewer than 20 per
cent of workers in the construction industry have a qualification higher than a Certificate
II/IV, and only ten percent of construction workers have a degree.

The constructiomndustry tends to be procyclicalwvhen the economy is booming and
employment is growing, construction employment tends to grow faster. Likewise, when the
economy is in decline and employment is falling, construction employment tends to fall
faster. This@an be seen in the impact of COMMDon activity in the construction industry
versuseconomy wideg while GDP Australi@ideis forecasted tdall by around er cent

the construction industris forecast taecline by 1®er centduring 2020.

IMPACT OEOVIEL9INON CONSTRUCTION AND OVERALL ECONOMIC ACTIVITY
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SHARBmMpact

Social housingg distributedn line with the population, with greater concentrations of social
housing where the greatest polation is. It tends to be more common per capita in large
cities compared t&est of stat€areas, as capital cities tend to be where dwellings are more
expensive, less affordable and there is a greater need for social housing.

The distribution of new s@ housing was estimatdyy SG% be similar to the current
distribution, and costs of construction estimated based on average costs of construction by
State/Territoryfor public housing

Based on this distribution of costs and housing types, if we fdloa similar distribution of
social housing to existing stock (based on need) we would expect the following distribution of
social housing expenditufseefigure below.

It has been assumed that 20 per cent of the construction will take place i026@2
financial year, 30 per cent in 2622 and 25 per cent in 20223 and 20234.
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SHARE OF SOCIAL HOUSING EXPENDITURE
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Direct and indirect economic impacts

Given the uncertainty around the economic outlomkange of scenarios have been
developedOn averageverthe fouryear period, the SHARP would support between 15,500
and 18,000dll-time equivalen{FTE) jobs. Thiemprisedoth direct construction jobs and
other jobs.

The peak number of jobs suppedt (between 21,0024,500 FTE jobsjill bein 202122,

This is when the economy is likely to be at its weakest and every dollar of stimulus presents a
real opportunity to save jabConverting thé=THob figureinto the actual number of workers
means that the 21,008024,500 FTE jolould represent up to 30,00Adividualworkers

whose jobs would be saved by tBEIARBtimulus.

The job impact of the SHAB#Mulusdeclines during the following yeafhis is due to the

assumption that there isr@turn to more normd levelsin international migration and

economic activityeturns. As the economy recovers ey dzf G A LJX ASNJ SFFSOGQ A
202324, between 13,800 and 15,900 FTE jobs will be supported by the SHARP

TheSHARRP is estimated to raigéput in Australia b$15.7billion to $18.2billion in total
over the four years of construction and increase GDP by bet$&8hillion to $6.7hillion.

ANNUAL AVERAGE AUSTRKIDE ECONOMIC IMPACTS

Scenario Output Effect ($m) Emp Effect (Jobs) VAEffect ($m)
Lower $3,940 15,540 $1,450
Central | $4,230 | 16,700 | $1,560
Higher I $4,570 I 18,050 I $1,690

Source: SGS calculations, 2020
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NUMBER OF FIIOBS SUPPOREIBAXRBTIMULUS
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The largest employment and output impacts are expected to be in Sydney and Melbourne,
where impacts on output are expected to be a total of $10.4 billion and just over 10,500 jobs
per capital city (around twthirds of the economic impact nationwide).

Potential for construction stimulus to fill economic gaps

Investment in social housing has the unique potential for a greater, more reliable economic
stimulus than other potential investments. This is because:

Generally, residential construction can stillwcsafely even if a second wave of
infections requires social distancing measures to be put back in place

Thedeclinein residentialconstruction activityvill be large, which means there are many
jobs at risk

The ability othe housingconstructionindustry to useworkers across a range sKillsets
provides opportunities for many types of workers

Private housing oversupply could potentially be absorbed by the social housing sector.

Over the longer term, a greater supply of social housing can be expected to have flow on
economic impacts, as

Modestincome workers can live closer to their jobs

Famiiescan have security of tenure

Childrena more stable education

Overallimprovements to health and wellbeing from quality, affordable housilhg
increase the productivity of workers

2 Full-time equivalent
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1. THE SHARP PROPOSAL

CHIA and itRinders,Hume Community Housing Association, Bridge Housimtedand
Q Shelterare seeking to promote and gain support for their proposed Social Housing
Acceleration and Renovation Program (SHARP).

This program aims to develop 30,000 additional social housing unitsr é&ntof which will
be delivered within three years, alongiwaccelerated maintenance and renovation of
existing social housing stock.

1.1  Features of the program

The aim is for Australian Government investment to allow not for profit community
organisations to build 30,000 housing units. Once these are construntadraed out,

housing organisations will be able to leverage against these units to raise private finance to
invest in up to MO0 additional housing units. Private sector builders would be used by
organisations to construct the housing.

It is expectedhat this program can be rolled out quickly, as there is pent up demand for
social housing and a backlog of maintenance work required on existing social housing.

1.2  Benefits of the program

The key benefits of rolling out construction of mneleded social haing units in the fallout
of an economic downturn is:

Replacingegconomic activity lost to the COVID recession with construction activity
Providingconstruction jobs to offset downturns in the sector and absorb unemployed
workers from other sectors

Potentially providing housing units and maintenance at lower codéraand created by
SHARP will be absorbing excess capacity in the economy rathdrittivaan up prices.

It is intended that this will emulate the successful Social Housing Initiative deployed by the
AustralianGovernment to mitigate the impact of the 2008 Global Financial Crisis, which
generated an additional 20,000 housing unitsis pogram was estimated toavecreated

9,000 construction jobs and a total of 14,000 jobs throughout the economy.

1" SGS Economic impacts of social housing investment 1
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2. IMPORTANCE OF THE
CONSTRUCTION INDUSTRY

Housing constructionds been able to continue under COXErestrictions. However, the
overall hit to the economy has resulted in new home sales and renovations faltireg
cancellation®f sales have occurress people who have lost jobs and businesses are no
longer able ® go ahead with projects.

The Housing Industry Association (HIA) has estimated that in the22GR2@&ncial year, new
home starts will fall 4Ber centfrom 201819 levels, to 111,500.

2.1  The macroeconomic importance of construction

TheconstructionindustryA & F YIF 22 NJ O2y G NRodzi 2 NJ (2 | dza G NI f
the year to December 2018he constructionindustryprovided$1459 billion to gross value

added, of which $78.billion was compensation to employees. This represéstser centof

total value added in Australia, ang@ centof compensation to employers.

In February 2020, 2million people were employed in the construction industry,

representing 9.percent2 ¥ ! dza i NI £ A Q& Mo YAf fyAsdpeofdeoa o ¢
largest in the country, with only Health Care and Social AssistaBoel(ibn) and Retail

Trade (13 million) employing more people.

2.2 High wages in construction

In November 2019, the average full time adotal earnings in Australiaas $1722per
week, whileearnings in the construction industry were &0 per week. Construction was
the ninth highest paying industry out of eighteen industries

The high wages available in construction are unigue as jobs in the construction industry d
not require high levels of education. Just over a t3d per cent- of construction industry
workerschave a Year 12 education or lgsswer than 2@er centof workers in the
construction industry have a qualification higher than a Certificaté, lihd only ten percent
of construction workers have a degree.

1" SGS Economic impacts of social housing investment 2
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FIGURE  EARNINGS AND EDUCATION IN CONSTRUCTION
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Source ABS Labour Force Survey, Quarterly, Average Weekly Earnings

This means that part of the demand for additional labour in the construction industry can
readily be meby people without preexisting specialised skills. They can start work as
unskilled laborersif seeking short term work, or as apprentices if seeking a career path. This
is not feasible in other average to high paying industries such as IT, Media and
Telecommunications or Professional Services, which typically require high skill levels.

2.3 Theconstruction industry is generally procyclical

The construction industry is responsible for building residential dwellings, commercial and
industrial buildings, schools, hospitals and other infrastructure such as roads, rail lines and so
forth.

While pubic infrastructure investment tends to happen at any time in the economic cycle,
private residential and business investment tends to occur at higher rates during economic
boom times. In a boom, households hjale security andhigh and growing incomgs is

easier to commit to taking on debt or drawing down on savings for a new home. Businesses
sales are strong, demand is high enough to start stretching their capital inputs, and they have
enough cash to invest in larger premises, factories and so fontinguboom period, this

results in higher prices for inputs into the construction process, which homebuyers and
businesses are happy to pay.

This process reverses in an economic downturn. Wage and salary increases dry up, hours
worked are reduced, andrfsome households, jobs are lost completely. Households who do
not suffer a loss in income are warytafing on major new expenses and drawing down
savingsso households refrain from signing contracts for new houses and may fail to
complete housing cordicts already signed@usinesses see demand for their products drop,
resulting in stockpiles building and the development of excess in their productive capacity.
These businesses will not be investing in new commercial or industrial premises when they
cannd full those they already have.

This means construction tends to follow procyclical employment pattghesfluctuations in
construction employment follow employment patterns in the wider economy, but the swings
are larger. When employment rises, constion employment tends to rise faster; and when
employment falls, construction employment tends to fall fagteyure2 shows the

movements in construction employmesrtd wider employment from 1984 to 2010.

Economic impacts of social housing investment 3



FIGURE CONSTRUCTION AND TOTAL EMPLOYMENT ACROSS THE BUSINESS CYCLE
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Thelate 80s boom is clearly visible, with total employment risingét.@entfrom February
1988 to February 1990, while construction employment grew lpe@ent.The crash was
harder on construction, with an X&r centfall in total employment from February 1990 to
August 1991, while total employment fell by three percent.

Asimilar fall is not visible during the GFC, because of the policies@btim@onwealth
Government to spend its way out of recession. First Home Builders Grants, Building the
Education Revolution and investments in social holmingted construction empjonent

and employment as a whole.

2.4 Impact of COVI29 on construction

The impact of COVAD® closures has affected the entire economy, even thuhgstries that
have not faced direct restrictions.

The hardest hit industries were:

Arts andRecreation services, er centdecline. This includes the closure of gyms,

leisure centres and community sport, along with all live music, theatre, performing arts,
museums, galleries and classes.

Other services, 3per centdecline Many of these sergés were banned due to their

need for close contact and/or na@ssential nature, eg beauty therapy, massage,
hairdressing.

Accommodation and Food Servicesp84 centdecline. The virtual cessation of all

tourism and the closure of restaurants for alt takeaway food caused this decline. To

some extent, these declines have been offset by an increase in demand for takeaway and
food delivery, and hotels used as quarantine for overseas arrivals.

The industries that showed the lowest declines were:

Information, Media and Telecommunicationsp@r centdecline). The lockdown has
increased reliance on internet connections, media streaming and so forth.

Agriculture (Per centdecline). Some areas of agriculture may struggle due to the supply
of migrant workes drying up, but food is essential and most production can be
conducted under social distancing

Economic impacts of social housing investment 4
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A Mining (3per centdecline). Most mines have been able to keep operating under changed
work practices that allow for improved hygiene.

Construction showed decline of 13er centAustralia wideWhile social distancing
measures did not prevent existing construction from going ahead in most,ptguésa hold
on the establishment and development of new projects.

FIGURBIMPACT OEOVIBL9 ON CONSTRUCTION AND OVERALL ECONOMIC ACTIVITY
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The NT suffered the greatest hit to its construction industry, followed by Sydney/Rest of NSW
and Brisbane/Rest of Qld.

The charts belowlustrate the regional impacts on GDP at the LGA level across Australia of
the combined impact of COVID and the Black Summer bushfires in the eastern States.
These show a common themeoastal areas, which tend to be at least at part dependent on
tourism, bok the hardest economic hit. Most notable are the areas that were directly burned
¢ East Gippsland in Victoria and Kangaroo Island in South Australia, for example. In contrast,
the inland LGAs away from major citighichavoided bushfire this season aetd to be

reliant on agriculture and miningscaped significant economic impacts.

Economic impacts of social housing investment 5
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FIGURE NSW, VIC AND SA IMPACTS OF BLACK SUMMER AND COVID 19
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FIGURE QLD IMPACTS OF BLACK SUMMER AND COVID 19
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