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Executive summary

The accommodation supplement is a means tested subsidy for housing costs for low
income individuals and families. The subsidy aims to improve living standards by
providing additional income for those with high housing costs. The subsidy is
currently paid to just under 290,000 recipients at a cost of over $1.1 billion per
annum.

An important issue for the program is that there is a risk that the subsidy increases
rents in the housing market, potentially through the channel of increased demand
and a constrained supply of rental housing. If this happens it is landlords rather than
low income renters who capture some of the benefits of the subsidy. The ability of
the subsidy to improve living standards is reduced if the subsidy increases rents, as

both the recipients of the subsidy, as well as potentially other low income renters
end up paying higher housing costs. @

The existing New Zealand research is somewhat limited, resen adictory

findings about the impact of the accommodation supple& on rents

(Stroombergen, 2004; Grimes and Hyland, 2013). i ding:%earch about the

impact of similar subsidies in other countries is Q h a recent review
s-might capture

rtz et al., 2015).

suggested that overall the literature was findi
between 30 to 78 per cent of the value of t

This study presents new empirical esti a g act of the accommodation
supplement on the amount of ren su' \ ipients. The focus of the study
is a change in subsidy rates that fromthe establishment of a new Auckland
city accommodation suppleme in 2’ The creation of the new area meant
that there was a small reIa eas e value of accommodation subsidies
within the new Auckland on supplement area.

To analyze the impa g we created a geocoded dataset of all

accommodation i in the wider Auckland region over the period

2003 to 2015. ature of the dataset meant we were then able to

restrict the (S t ipients who lived along a narrow corridor either side of
f th

the boundar rea.
The study find vidence that the more generous payment increased growth in
the number. 6 imants on the Auckland city side of the boundary. There was also

little evide E@t at a more generous accommodation subsidy on the central Auckland
side of the boundary led to any growth in spending on rents.

The finding of no discernible impact on demand from a small change in the average
value of the subsidy suggests that there also should not have been any wider
impacts on the market price of rental housing.
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Background

Housing is a significant component of family budgets and plays a central role in the
welfare of families. Homelessness, transience, overcrowding, poor quality indoor
environments, and restricted family living standards as a result of high housing costs
are all features of housing market outcomes that have undesirable impacts,
particularly if they involve families with children.

The Accommodation Supplement is currently the government’s largest direct
investment in housing, and a key element of the overall approach to housing for low
income families. The subsidy is available, subject to various criteria, to low income
individuals and families with high housing costs. The program aims to ensure that
housing is affordable, and also represents an important means of protecting the
living standards of low income individuals and families.

Currently the payment subsidizes the housing costs of rou o of tHe total
population. Slightly less than a third of all people in ren omm o’ appear to
have their rents subsidized by the payment.

A key issue for the payment is that the maximu Q %odation

supplement have not been adjusted for more ec t over 40% of
recipients are currently paid the maximum t e and in recent years

the average amount of accommodation alned static at around
$71 per week. Housing costs in many t e try have been increasing
strongly, and this has resulted in the a g a diminishing percentage of
the housing costs of recipients. B¢ en June and June 2016 the average
amount of housing costs subsi by th‘ nt declined from 30% to 28%.

Table 1: Demand-side h @JbSI New Zealand, year to June 2015

axal:g%?nd tier | Approximately 290,000 | $1.1 billion in 2014/15
ene% rovides recipients, representing which represents
eth

Accommodation
Supplement

@

a cetowards a 12% of population 16 approximately 1.5% of

@% commodation years and above. all core government

costs. expenditure
Temporary additional Non-taxable third tier Approximately 60,000 Just under $0.2 billion
support* supplementary benefits recipients, most of in 2014/15
that can be paid for a whom also receive
maximum of 13 weeks to accommodation
help with essential living supplement.

costs that cannot be met
from existing income

Income related rents Subsidized rent for social | Approximately 64,000 Over $0.7 billion in
subsidy housing tenants with low recipients. 2014/15
incomes. The rate of
subsidy is calculated Not available for
based on income and accommodation
household type. supplement recipients

*Just over 3,500 people also receive Special Benefit which was the program phased out for new
recipients when Temporary Additional Support was established.

The Accommodation Supplement is part of a wider portfolio of government housing
policies, programs and regulations. This wider portfolio includes other payments such
as Temporary Additional Support, the Income Related Rent Subsidy for social
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housing tenants, and various forms of housing and financial market regulation (eg
the Residential Tenancies Act), taxation, and direct supply side measures.

Spending on the accommodation supplement represents around 1.5% of core crown
expenditure and 0.5% of GDP. This level of spending is not unusual in an
international context, with many other OECD countries having subsidies for low
income families that provide a targeted subsidy for accommodation costs (OECD,
2011). Similar levels of investment in housing subsidies are recorded in the UK and
Finland, while expenditure in the US represents just over 0.1% of GDP, and France
invests slightly more at 0.8% of GDP.!

Across many countries the broad rationale for such housing subsidies are that they
provide recipients with more choice over housing, harnesses the supply side
efficiencies of the non-government sector, and potentially allow improved labour
market mobility where the subsidy is portable (Collinson et al., 2015; Winnjek,

1995). @
@ggests

High quality analysis of the impact of housing vouchers i co

that they can improve the housing conditions of low inc individuals¢and families.

Impacts include: @

e reducing homelessness, overcrowding, and @Nites or friends (Mills
et al., 2006; Wood et al., 2008) @

hood ¢

e improvements in the quality of neigh @ristics (Mills et al, 2006;

Orr et al., 2003)

e improvements in housing quality ( ed
e reduced involvement with chi tectio educed exposure to intimate

partner violence as a resultof providi pusing for homeless families (Gubits et

al., 2015) @

The US research also s at ested housing subsidies can improve other
aspects of living sta part fr ousing. A subsidy to those with high housing
costs provides m Wer essential items of family budgets such as food

and clothing. efmpacts are observed in a nhumber of well conducted
randomized tr ’L‘
implication i ts -

E Jacob and Ludwig, 2012; Mills et al, 2006). The
dizing the housing costs of low income families is a targeted
means of directi urces to those with the restricted living standards.

There is alsg ence of unintended impacts. Like the other components of a
means tes come support system, the abatement of housing subsidies may
impact on decisions about participation and hours of work. Recent US research find
that recipients of income related rent subsidies earn less as a result of receiving the
subsidy (Carlson et al., 2012; Jacob and Ludwig, 2012; Wood et al., 2008)

(

There is also some evidence (discussed in the following sections) that housing
subsidies can also lead to an unintended impact on the market price of housing. In
this instance some of the benefits of the subsidy are captured by landlords as higher

lEstimates of expenditure from Erickson and Ross (2015), Brewer et al., (2015), Viren (2013) Grislain-
Letrémy and Trevien (2016)
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rental returns, and some of the costs may also be borne by non-subsidized low
income households who face higher market rents.

The extent of an impact on market rents is an important consideration in the overall
debate about the relative benefit of housing subsidies, and this study is designed to
investigate whether this impact occurs in the New Zealand context.
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Research question

The key research question for this paper is the extent to which the accommodation
supplement and related subsidies increase private market rents. As represented in
figure 1, the standard market analysis of the impact of a housing cost subsidy is a
straightforward analysis of demand and supply.

Fig 1: The impact of a housing subsidy on rents and quantity in the rental housing
market

Rent D¢

R*

»
»

Q* Q Quantity

recipients larly the extent to which a subsidy increases demand for housing
rather than ~= er items in the household budget such as food), and the nature of the
supply side of the housing market (the extent to which the supply of housing is
inelastic).

Incidence dei% n the responsiveness of housing demand among low income

On the demand side, a pure housing subsidy is likely to impact on the demand for
housing among those subsidized via both income and relative price effects. The
subsidy increases housing demand for those subsidized due to higher incomes (in
most cases it is assumed that housing is a hormal good), and also because housing
becomes cheaper relative to other forms of consumption.

Importantly, the extent to which a housing subsidy changes behavior through
income or relative price effects will depend on the precise design of the subsidy. A
key design issue is whether the subsidy is based on the actual rent paid by the
household versus a local area benchmark.
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One major approach is for the value of the subsidy to be tied to a local benchmark
housing cost for a family type. In this instance the subsidy creates an income effect
only as it does not change the rental cost faced by each subsidy recipient.

The alternative approach, which appears to be the dominant design used in various
countries, is for the subsidy to be tied to some percentage of the actual rents paid by
recipients, up to some maximum.? For recipients with rents not constrained by the
maximum payment, a high rental subsidy rate is likely to induce more housing
demand as it reduces the relative price of housing, as well as increasing incomes.

On the supply side, in a competitive market increased demand for housing bids up
all rents unless supply is perfectly elastic. For a given increase in demand the
magnitude of the rent increase depends on the extent to which the supply of housing
can increase. The speed and extent of the supply side adjustment to changes in
demand is therefore crucial in determining both the short and longer termgxpacts of
a subsidy.

A relatively strong demand response combined with an i Issup esult in
aptured by«la

higher rents and much of the benefit of the subsidy will ndlords.
Alternatively, where the demand response is small @bsid i ent on other
forms of consumption such as food and heating) @ ery responsive to
changes in price, then there will be a relativelyn wsteer rents and the

impact of subsidies using alternative mode
approach is to focus on the impaubsidi
individuals looking for houses @ In @ tance some types of housing
subsidies — those that provi ce e Of rent — change the payoff from
continuing search. These ies | increase the price of new rental
agreements becauseess n continuing to look for better value tenancy

(Collinson et al., 201

Another appro@sses term tenancy agreements and the differential
costs of contfat mi le’ Where rent is determined by bargaining, and the costs
of finding avi olse is larger for tenants than for landlords, then some
proportion of the of a percentage of rent subsidy may be divided up as part of

the bargainin tenancy agreement. In this instance a change to the value of
a housingg@ may flow through into increased rents for both new and existing

tenancy a ents as a result of bargaining and renegotiation (Susin, 2002).

2This is the approach taken with the Accommodation Supplement in New Zealand (where the subsidy rate
is 70%), and also the Housing Choice Voucher program in the USA (where the subsidy rate is 100%). In
most countries with similar schemes the payment formulae is based on subsidizing the actual rents above
an entry threshold and up to a maximum payment.
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Existing research on the impact of subsidies on
rents

A recent review of high quality studies published within the period 2002-2013 found
evidence to support the view that demand-side housing subsidies lead to higher
rents in the private rental market. Estimates of the magnitude of the increase in
rents that resulted from subsidies varied from 30 per cent to 78 per cent of the value
of the subsidy (Brackertz et al., 2015).

The review also made the important point that the extent to which demand-side
subsidies result in higher market rents depends on a number of factors including:

e the precise design of the demand side subsidies (e.g. who is eligible, how the
subsidy is calculated, the overall generosity of the subsidy,

e contextual factors such as the size of the rental mar @sta @cenure,
the extent of competition and regulation in the rental rket,and the wider
structure of social insurance and welfare

In what follows we briefly describe the studied ertz et al (2015),
2 e 9 ’

and also include a number of both older and.a ore studies.
As with any research, a crucial issue is@ ility to c%ly identify a causal

impact. This requires a methodology that-denti omparison group whose

outcomes can reliably be used to e a co ctual for the outcomes observed
for the treatment group. Identi a exchoice of a comparison group is
particularly challenging in thisi nc e the impact that is being estimated is
a market price that is paid g@th S ized as well as unsubsidized renters.

A well conducted ra g&u ized trial with sufficient sample size and a design that takes
account of spill ower impacts €ould, provide a means of estimating impacts. This
could be achie and ocating a higher subsidy rate to recipients in a

ts, and comparing rents in a randomly selected control

sample of Io<3 in
group of housing market n this instance assignment to the subsidy would not be
aé

correlated with a characteristics that might impact on future rents.

Quasi experin‘% nalysis attempts to identify the ‘treatment’ impact where
assignmen@ ot been random, and where treatment status is likely correlated
with other characteristics that might impact on future outcomes. The overall strategy
of quasi experimental analysis is to adjust for any selection in the assignment
process in order to create a comparison group as if there had been random
assignment.

In the housing subsidy area, the risk with quasi experimental analysis is that more
generous subsidies are made available to areas where policy makers are concerned
there will be a future growth in rents. In such circumstances a weakness in the
identification strategy can mean an increase in rents is mistakenly attributed to the
subsidy as opposed to a selection effect.

Table 2 sets out our brief review of high quality studies, starting with the
groundbreaking Experimental Housing Allowance Program conducted in the USA in
the early 1970s. The table distinguishes between research that estimates impacts
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on the rents paid by subsidy recipients, as well as studies that attempt to measure
wider impacts on market rent (ie impacts that include the rents for individuals who

are not subsidized).

Table 2: International and New Zealand studies of the impact of housing subsidies

on market rents

Experimental Housing
Assistance program -
Supply Experiment, USA
(Lowry, 1982)

Experimental Housing
Assistance Project —
Demand Experiment, USA
(Kennedy, 1980)

Section 8 vé\%é;\a/nd
certificates proagram
(Susin, 2002) %

Housing Choice Vouchers,
USA (Collinson and
Ganong, 2015)

Housing Choice Vouchers,

Quasi experimental analysis of
income related housing subsidy
to approximately 20,000 low
income families who were
either homeowners or renters
living in two specific
communities. Subsidy was not
tied to actual rents paid by
recipients. Research conducted
over the period 1973-1979.

Randomised experimental
study over the period 1973-
1976 with sample of 2,400 low
income households given
different types of housing
subsidies. Outcomes compared
to a control group of 1000
households.

The two major types of
allowance plans tested were
the housing gap plans (which
paid the difference between the
average local cost of modest
standard housing and some
fraction of household income),
and the percentage of rent
plans (which paid some fraction
of a households rent).

\@u\) . i i
asi experimental estimates

of impact on local market rents
as a result of an expansion in
the voucher program between
1974 and 1993. The analysis
estimates the relationship
between change in spending on
subsidies within areas, and
change in average rents
controlling for area
characteristics. Data from
American Housing Survey and
Census.

Quasi experimental estimates
using variation induced by
three different policy changes
that affected local area
maxima. Administrative data
used to assess impact on rents
of recipients over the period
1990-2013

Quasi experimental analysis

No impact on market rents
or housing values compared
to those observed
nationwide or in similar
communities over a five
year period. Researchers
attributed much of this
finding to the fact that the

by

The demand experiment
found no impact on rents for
subsidy recipients who
received the ‘income gap’
payment. By way of contrast
the percent of rent subsidy
recipients ended up paying
higher rents for their
housing. The researchers
concluded that this occurred
because this form of the
subsidy induced
*...households to shop less
carefully. As a result,
recipients under these
programs tend to pay higher
than average prices for their
units.” (Kennedy,1980 p133)

The study concludes the
program raised market rent
paid by unsubsidized poor
households in the average
metropolitan area by 16
percent.

A $1 increase in the rent
ceiling raised rents paid by
recipients by $0.13-0.20
cents, although it was
difficult to adequately
control for unmeasured
improvements in housing
quality.

No evidence that the
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USA (Eriksen and Ross,
2015)

Housing benefit, UK
(Gibbons and Manning
(2006)

Housing benefit, UK
(Brewer et al., 2015)

Allocation de Logement,
France (Laferrere and Le
Blanc, 2002)

=

Allocation de\L}ge
France (Fack, 20

©

Allocation de Logement,
France (Grislain-Letrémy
and Trevien, 2016)

using panel data of rental units
from the American Housing
Survey. The research used a
large and varied increase in the
supply of vouchers across
different local areas in 2000-
2002.

Quasi experimental analysis
using cross sectional household
survey data on housing benefit
recipients. The research uses
changes to housing benefit in
1996 and 1997 that made the
subsidy less generous for those
who were starting a claim,
compared to those with longer
tenure with existing claims.

The research uses a phased roll
out of cuts to housing benefits
in 2011-2012. Research uses

monthly administrative pane O
data. Identification strat e

e
uses new claimants (adj
for time trend for co

factual), as well as
in-differences for

with the roll oUEX

Between 1992 and 1994 rental
housing allowances were
extended to all low income
households in France. The
expansion began in the Paris
region before expanding
further. The research uses the
Quarterly Rent Survey allows
both cross sectional and panel
fixed effects estimates of the
impact of receipt of subsidy on
rent.

The study uses the extension of
the housing benefit system to
low-income households without
children over the period 1991-
1993. The impact is measured
within a difference-in-
differences framework using
higher-income households as
the control group. The study
uses cross sectional data from
French Housing Survey and
also the French Family
Resources Survey.

The study uses an instrumental
variable method based on a
geographic discontinuity in the
subsidy scheme where areas
with more than 100,000
inhabitants received a higher
subsidy.

voucher expansion
increased the market price
of rental housing.

The research found that
60% to 66% of the cut was
incident on landlords via
reduced rents paid by
subsidy recipients. However
the size of the impact
differed depending on the
survey used.

The research finds that rent
growth was significantly
higher when tenants
received a housing
allowance.

The reform increased the
rents of recipients by 78
cents for each euro of
housing benefit.

The study finds housing
subsidies had a positive
impact on rents of
subsidized as well as non
subsidized households (with
the magnitude being smaller
for the later group). Impacts
were particularly strong in
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Asumistuki, Finland
Kangasharju (2010)

Asumistuki, Finland
Viren (2013)

Accommodation
Supplement, New

Zealand (Stroombergen,

2004)

Accommodation
Supplement, New
Zealand (Grimes et al.,
2013)

The study uses survey data
over the period 1984-2012

The study focuses on a 2002
change in the maximum
payment. A difference-in-
difference analysis is used with
non assisted households as the
control. Data is from a sample
of Finnish households 1994 to
2003.

The main part of the research
uses an administrative panel
dataset of 50,000 households
that received housing
allowances during the period
2000-2008. The analysis uses
fixed effects focusing on
assumed exogenous changes in
the maximum payment.

The study uses a time series

analysis with total AS spendi
as a covariate to explain @

changes in rents. Analys
the period 1992 to 2004,
includes variables r t

lagged rents, bo

rental housing
related costs;
occupaggfﬁce sza%
variables: ™ < O

The study uses a regional
model of the NZ housing
market, with components for
house prices, rents, and land
prices. The model inputs
include incomes, population,
existing dwellings, and AS
expenditure. Data is for 1996-
2012.

metropolitan areas with
tight housing markets.

The study finds a 57 cents
increase in rent for
subsidized households in
response to a one euro
increase in subsidy.

The study finds an increase
in rents of between 33%-
50% of the value of the
subsidy

ud fo%p
ernible.effect on rental
bprlcef

Ao

The model simulations find
that an increase in the
accommodation supplement
would lead to an increase in
rents, although the authors
caution that the simulated
responses may considerably
overstate the impacts of an
AS increase on house and
land prices, rents and new
housing supply

Overall the
mixed, alt

ealand and international evidence about the impact on rents is
the majority of studies find a positive impact. However

interestingly, of the four papers published since 2015, only two find a positive impact

on rents.
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The detailed design of the accommodation
supplement and other associated payments

In what follows we describe the detailed design of the Accommodation Supplement,
as well as the other accommodation related payments called Special Benefit and
Temporary Additional Support.

The Accommodation Supplement is a non-taxable benefit that provides assistance
towards a person’s accommodation costs. It is an important element of the overall
income support system consisting of main benefits (this includes universal NZS),
other supplementary add-ons which reflect specific individual costs (housing,
disability, childcare and extra costs), discretionary payments and tax credits.

With some exceptions, any resident 16 years of age or older iseligible to ive the
Accommodation Supplement if they have more than moder mmodation costs,

a low income and meet a cash assets test. Importantly, is to being
in receipt of a welfare payment, and low paid non-benefic working\individuals
and families are also eligible.

Individuals in social housing receiving the inco::: ed @bsidy are not

eligible for the accommodation supplement.

Fig 2: Relationship between rent and oda pplement for sole parent
support recipient with one child in Auc s 203
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200
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Weekly rent

The accommodation supplement can be paid to renters, boarders, or individuals who
own their own home and are paying a mortgage. For a person receiving a means
tested main benefit, the value of the subsidy is 70% of their weekly accommodation
costs that are above an entry threshold. The overall amount payable cannot exceed
a maximum rate. The entry thresholds rates differ according to the type of main
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benefit, the number of dependent children and the type of housing tenure. The
maxima differ according to family size and region.

Figure 2 sets out the value of the payment for a recipient receiving the Sole Parent
Support benefit who has one child and renting in the Auckland Accommodation
Supplement area. The figure shows how the value of the weekly payment depends
on their weekly rent.

Individuals not in receipt of a means tested main benefit are also eligible for the
accommodation supplement as long as their assessed income remains below various
income thresholds. Those on NZS with other income are eligible for the full payment
unless their total income is above a cut-out point. For non-beneficiaries with other
income and who are not on a means tested benefit or NZS, the assessed payment is
abated by 25 cents in the dollar for income above an income threshold.

Table 3 sets out the characteristics of accommodation supple recipiew@ June
2016. As can be seen, there were 287,764 recipients who o ousing

ge
costs of $253 and received $71 per week in accommodat'& Ie

Table 3: Accommodation Supplement recipients, JupﬁQlG

Percentage of | Average weekly ngg;gnemvé?:ilgz

Category Number recipients payment costs

($) ($)

Means tested 192,995 234
beneficiaries

HZE oF VR G 37,527 13 59 231
Pension

Non beneficiaries 57,242 20 86 332
Total 287764 100 71 253
No dependent 181,216 63 58 211
children

I @EENE 106,548 37 93 325
children

Total 287,764 100 71 253
Renting 191,215 66 83 265
Boarding 63,409 22 34 189
Own home 33,140 12 75 310
Total 287,764 100 71 253

An important feature is the duration of time individuals spend in receipt of the
accommodation supplement. As an illustration of this, table 4 shows the average
time in receipt of the subsidy for individuals who started a spell of receipt in 2007.
Over the next 8 years this group spent around 4 years receiving the supplement.
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Table 4: Average years in receipt of subsidy for cohort commencing a spell of
Accommodation Supplement in 2007, by age (N=349,833)

Age in 2007 Average total years in receipt in the
following 8 years

Under 20 3.4

20 to 29 years 3.6

30 to 39 years 4.0

40 to 49 years 4.2

50 to 59 years 4.6

60 to 69 years 4.7

70 years and above 4.4

Total
Note: Analysis of primary recipients only @
Individuals in receipt of Accommodation Supplement ar o\potenti I|g|ble for
other additional payments where they have high ho co ive'to their
income. The most important of these is Tempora rt which is a
non-taxable payment that needs to be renew It provides
temporary additional assistance to alleviate h hipy for people with high

essential costs compared to their income.

The payment is based on a caIcuIation@

between income and allowable co hich inguds those related to housing). A
beneficiary is eligible for a pay @hei posable income is less than a
benchmark of what is consi @m circumstances. The value of the
payment is this deficienc a maximum which is 30% of the net rate
of the relevant main b n

Figure 3 sets out
support recipie

T mporary Additional Support for a sole parent
s can be seen, the value of the payment increases

up to a maxj I|n a person’s accommodation costs. The graph also
shows the ed f the Accommodation Supplement and Temporary
Additional Suppor portant feature of this is that there will be a 100%
marginal subsi accommodation costs over the range of rents where TAS is

payable. Thi ans that the total combined value of the subsidy increases by $1
for every 'r ase in rents.

3Temporary Additional Support began on 1 April 2006. It replaced a similar payment more discretionary
payment called Special Benefit which continued to be paid to those who were existing recipients. As at
October 2016 a small number of recipients continued to receive this benefit.
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Fig 3: Relationship between rent and accommodation cost related payments for
sole parent support recipient with one child in Auckland, 2015.
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Note: The modeled case assumes no other essential cost ut-in tx\?% will occur at a lower rent where the
recipient has other essential costs that are counted by orm

Table 5 sets out the characteristiempo ditional support recipients in June
2014. As can be seen, there W@,459 ’ | nts in total, and on average each

rtu al-recipients also received the

recipient received $60 per v%
accommodation supplem@

Table 5: Number of 1@ ary Ad%onal Support recipients and value of payments,
June 2016

Percentage of Average weekly

Category Number recipients payment

(%) ($)

Means tested b%i{g@an s 52,962 88 59
NZS or Veterans Pension 4,856 8 67
Non beneficiaries 2,641 4 75
Total 60,459 100 60
No dependent children 38,330 63 54
With dependent children 22,129 37 71
Total 60,459 100 60
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Research strategy

The research question this study seeks to address is the impact of accommodation
supplement and related payments on the market price of rental housing.

We estimate housing market impacts quasi experimentally using the variation
created by the establishment of a new accommodation supplement area in Auckland
on 1 April 2005.*

Prior to the change the formulae for the Accommodation Supplement payment was
the same either side of the boundary of the new region. After the change the
formulae became more generous for those with high housing costs on the Auckland
side of the boundary. For those with high accommodation costs, those on the
Auckland side could be up to $35-$60 per week better off compared to thos Just

outside. @

Table 6: Change in maximum rates of accommodation su @t

Household Outside Inside Difference
- Auckland boundary
size
boundary
. N7 NN
Before 1 April 2005 1 $1Ao@ K@@
2 $115 $115 $0
3+ $150 $150 $0
After 1 April 2005 1 $100 $145 $45
2 $125 $160 $35
3+ $165 $225 $60

; espectlve of which side of the boundary they were
se on the Auckland side of the boundary received a
hlgher level of a dation supplement if they were paying a weekly rent of just
over $250 per or more.

The extente dlfference in payments was however moderated by the impact of
hardship payments (Special Benefit and its replacement Temporary Additional
Support). While those in the new Auckland region were eligible to receive relatively
larger Accommodation Supplement payments, these were sometimes partially offset
by a reduction in hardship payments. In the situation modeled in figure 4, the
relative increase in the maxima only created a more generous combined
accommodation related for those with rents over $300 per week.

4Appendix 1 provides a historical chronology of these and other changes to the design of Accommodation
Supplement and related housing payments over the period
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Fig 4: Difference in value of housing related subsidies either side of Auckland
Accommodation Supplement boundary by weekly rent, sole parent with one child in
April 2006
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reducing the impact of the difference in the AS maxima.

Note: The modeled case assumes no other essential costs, angrg ts the &eme case of the TAS subsidy

In our analysis in the following section focu@we impact of the increase in the
combined value of the accommod suppl d hardship payments, and an
important issue for our analysis @ policy changes led to a net
increase in accommodatlon &

Our focus is on accomm

boundary of the new . ason for restricting attention to this geographical
discontinuity is to ns ha he same local housing market factors were
influencing bot s This means that any differences in rent or the
number of r %% thd rge after the change might, subject to some
assumptioné%g}attn@ o the housing market adjustment caused by the policy

change.

The map belo %s the AS boundary after the change created the two new areas.
The map s three 1km wide ribbons of land at the edge of the boundary. The
control is t utside’ ribbon, which is next to the boundary and outside the
Auckland AS area. There are two treatment ribbons of land, the ‘inside’ ribbon (next
to the boundary but on the inside of the new Auckland AS region), and the
‘inside_inner’ ribbon (next to the inside ribbon on the new Auckland AS region side).

The map also shows these ribbons of land relative to the Metropolitan Urban Limit.
This feature is likely important given the research evidence about the impact of this
planning rule on land valuations (Grimes and Liang, 2009; Zheng, 2013).

Page 19



Fig 5: Auckland Accommodation Supplement Area after 1 April 2005
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In the north the AS boundary traces the edge or urban development, and in the
south the boundary follows the harbor. Across west Auckland the boundary
transects an urban area, and figure 6 provides an aerial view of a specific
neighborhood in West Auckland which is divided by the Accommodation Supplement
boundary.

Fig 6: Detailed aerial view of Auckland Accommodation Supplement boundary after 1
April 2005
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The standard market at a higher subsidy should lead to increased
housing demand. in the sidy should allow low income individuals and
families to spen n hoWand reduce over-crowding and the incidence of
substandard a dat|

From the p tive (df this study, we expect to observe a relative increase in
spending on housi ose in receipt of the more generous subsidy, as well as an
increase in the er of subsidized recipients renting on the treatment side of the
boundary.

To identifycrease in spending on rent we use a difference-in-difference
approach across the boundary created by the new Auckland AS Region.> Assuming
common trends, we would expect that impacts will be seen as the difference in the
pre implementation difference.

It is important to note that assuming there is slow adjustment in housing supply, the
increase in demand should also cause a relative increase in the quality adjusted price
of rental housing on the treatment side of the boundary as the local market price of
rental housing adjusts.

SFor the next iteration of this research we plan to generalize this difference-in-difference approach into a
regression discontinuity design. This would assess if the policy change created a discontinuity in the
relationship between rents and distance from the boundary.
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Unfortunately our current dataset does not allow us to measure if this occurs, and
we are not able to measure if any increase in spending on rent is associated with an
increase in the wider market price of rental housing.
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Data for the study

The main dataset for the study is derived from the administrative records of all
accommodation supplement claimants from January 2003 to February 2015. The
data is a snapshot of all current payments on a specific day each month from the
SWIFTT payment system. Each month for each individual who is a primary claimant
for accommodation supplement there is information on their:

e physical address (which was geocoded)

e partnership status

e number of dependent children

e weekly earnings and other income declared to Work and Income

e type of housing arrangement (rent, board or ownership)

e type of landlord

e weekly cost of housing @ &

e amount of the accommodation supplement subsidy

e the value of other housing related payment (Temp dditio upport or

Special Benefit)
e the value of all other benefits paid (excludin% @
The underlying data forms the basis for pay. @ c@ dation Supplement.

There will be some measurement error t 4\ ere are mistaken
calculations, failures to update record ’

not been recorded in the monthly

Kd atlng of payments that have

In addition to the informatio (5} Zayment system, the dataset also
contains geographical covari he’ geocode of the place of residence.
The use of a geocode is IarI g feature of this study as it allows a
precise measurement eat hether the residence was likely affected by
the Metropolitan Urb imfit, and a xed effect for a recipients local area unit.

We restrict att o re
63% of all i
dataset con

rent related pay

ather than boarders or homeowners) who make up
pplement recipients in the wider dataset. In total the
5 reécords relating to 43,488 distinct individuals receiving

about the or’nature of the dwelling. This means that it is not possible to identify
if adjustme Iong quantity or quality dimensions occurred. Further information on
the accommodation supplement dataset is set out in Appendix 2.

It is importan note that the dataset does not contain any physical information
QI
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Formal estimation strategy

The first component of the formal estimation strategy is to describe characteristics of
recipients in the treatment and control groups prior to the change in subsidies in
2005.

Second, we establish the size of the difference in the value of accommodation
related payments either side of the boundary.

Third, we look for evidence of impacts on growth in the number of recipients either
side of the boundary.

Fourth, we estimate the impact on expenditure on rents using a difference-in-
difference approach (Imbens and Wooldridge, 2009). Our models control for. the
composition of recipients and the nature of each geographical . The rr%
general version of the model we estimate has the following f

Outcomeir = Bo + Bilnside; + B.Inside_inner; + BsYear: + + &Jreatme@ it + Bs @

Treatment_inside_inner; + BsDemographics; + B;Geography; + e

Where: @ :% 3
Outcomey is the rent paid by the ith recipient at time t @ @
3

Inside; is a dummy variable indicating that the recipie @ng in inside ribbon
i t

Inside_inner; is a dummy variable indicating tha@ ent | in the inside ribbon_inner ribbon

Year; are annual time dummy variables

Demographics; are various characteristic ients r@ age, gender, family status, disability,
main benefit type, and earnings

Geography; are dummy variables nit @a 50 for whether the location was inside or outside
the Metropolitan Urban Limit

B, is the difference-in-diff e\gstimator impact of the policy change for recipients in the Inside
ribbon. The dummy variab tment_insidet=1 for recipients in the Inside ribbon from 1 April 2005

when the policy cha red

Bs is the differe eren;?a tor of the impact of the policy change for recipients in the

Inside_inner ed riable treatment_inside_inner=1 for recipients in the Inside_inner
ribbon from 1 A 200 e policy change occurred

e are unobserved di antes

The regressi es monthly cross sectional data over the period January 2003 to
February 2 f all recipients. Standard errors are clustered on individual recipients

(Bertrand et al., 2004; Donald and Lang, 2001).

Our difference-in-difference analysis looks at outcomes in the two years after the
change, as well as over a longer time period where the identification strategy is
weaker because the assumption of a constant difference becomes less reasonable.

A critical issue for the study is how the boundary for the new Auckland AS region
was set. Ideally the exact placement of the boundary should have been random,
with no consideration of the neighborhoods where future housing market pressures
would emerge. In this instance the treatment impacts would not be correlated with
other drivers of housing market outcomes.

The accommodation supplement boundary for the new Auckland area was based on
the Statistics New Zealand defined boundaries for the central and northern Auckland
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urban zones. It was determined by allocating urban areas with lower quartile bond
data rents greater than $270 per week to the new Auckland AS region (MSD, 2006).
We are not aware of any other major differences in services or regulation either side
of this boundary and we are cautiously hopeful we do not have an omitted variable
bias problem with the estimated treatment effect.

Identification relies on the assumption of common trends and we report a test of this
hypothesis using data before the policy change occurred in 2005.

Another important component of our identification strategy is to measure the
impacts of the policy change for recipients in two treatment areas. Importantly, we
would expect impacts across both treatment ribbons to be similar in magnitudes.
Where this is not the case it would be evidence of other omitted variables, such as a
change in the local relationship between rent and distance from central Auckland.
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Results

Characteristics and outcomes for treatment and
control groups before the change

Table 7 sets out the characteristics of recipients in the different ribbons of land just
prior to the reform of the Accommodation Supplement. At that time there were
4,630 households being paid under the same payment rate structure for the
Accommodation Supplement. As can be seen, the groups were somewhat balanced
across different demographic and characteristics. However there were differences in
the number of recipients in each area, and also slight differences in accommodation
costs across the different areas.

Table 7: Characteristics of AS recipients renting by ribbon, 28 @uary 20&

I 7 I e

Percentage inside 98
metropolitan urban limit (0.4) (0.3) (0.4) (0.2)
Percentage female 65 > @V 61
9 (0.4) S % ) (0.7)
- ; inal 78 80 76 78
ercentage singie (1.3) (0.9) (1.1) (0.6)
g N\WV
- N 37 39
Percentage sole parents
N N\ M) (1.2) (0.7)
Average number of children 1.0 0.9 0.9 0.9
per recipient (0.04) (0.03) (0.03) (0.02)
> -
Percentage of recipie \f @ 22 23 22
receipt of disability all e (1 (0.9) (1.0) (0.6)
(&N . A
Percentage who are non- 17 16 22 18
beneficiaries (1.1) (0.8) (1.0) (0.6)
Arerage weekly <o o | e | oaas s
(6.4) (4.6) (5.8) (3.2)
Work and Incoﬁ%
A Kl ¢ 226 217 230 224
verage weekly ren (2.1) (1.6) (1.8) (1.1)
Percentage receiving 36 33 38 35
maximum AS payment (1.5) (1.1) (1.2) (0.7)
stgiﬂgricmeaiilgz supplement 97 93 96 95
payment (1.1) (0.8) (0.9) (0.5)
feRgewedybousie |y | w9 | as |
ubsidy rdshi
bayments) (1.8) (1.2) (1.4) (0.8)
Net rent after housing 109 108 115 111
subsidy (1.4) (1.1) (1.3) (0.7)
Percentage of rent subsidized 50 49 49 49
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(0.5) (0.3) (0.4) (0.2)

Number of recipients 1073 1923 1634 4630

Note: Means and figures in brackets are standard errors. All AS renters within a 3km wide ribbon of land
around the Auckland AS region boundary at 28 February 2005.

Did the change to Accommodation Supplement
maxima lead to an increase in the value of
accommodation related payments in the treatment
areas?

On 1 April 2005 as part of Working for Families package the maximum rates of
payment in the wider Auckland region were increased. Those in the new Augkland
AS area were increased by the largest amount as a result of t eation Q&e new
area. The change increased the relative generosity of the ac ’_@dat@

supplement for the roughly one third of recipients paid 2;% xim% of
h n

accommodation supplement. Importantly, the exact siz chang generosity
was also affected by payment of Special Benefit and eplac Temporary
Additional Support. @ @

Figure 7: Percentage change in average acc ati lated payments pre and
post the 1 April 2005 changes in the max'@& tes{%r\ ommodation Supplement
AN ~ ~
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Note: Percentage changes in payments in nhominal dollars

Figure 7 shows the percentage change in the average value of accommodation
related payments for recipients in the three different ribbons. In the two years
following the policy change, average accommodation related payment received by
recipients in inside the boundary increased by 5%-6% more than those outside.
When measured over a 10 years window following the policy reform, accommodation
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related payments grew by between 10%-11% more for those in the new more
generous accommodation supplement area.

Graphs in appendix 3 show monthly trends in accommodation related payments in
more detail. They show a relative reduction in the number of recipients being paid
at the maximum rate of accommodation supplement for those inside the boundary,
and an associated relative increase in the value of their weekly accommodation
supplement payments. The impact on average accommodation supplement
payments was immediate, but also grew overtime as an increased proportion of
recipients in the outside ribbon became constrained by the maximum rates of
payment for the accommodation supplement.

However, at the same time there was a countervailing relative increase in
accommodation related hardship payments. Recipients outside the boundary

received larger payments of Special Benefit and Temporary Addltlonal Supp .
Overall, despite the countervailing impact of the hardship pay fect
was for recipients inside the boundary to experience a reIa th i
accommodation related payments.

We undertook some supplementary analysis to che the
accommodation related payments within the tre area he result of the

|on@ ients or differences

in the growth in rents in the areas.

To do this we estimated models of the nts for recipients in the control
ribbon, and then simulated these p as applying in the treatment
areas. Separate regressions wereated pre and post time periods to
explain the average value of a - dat ted payments for recipients in the
outside ribbon. Each regre c reIating to family structure, broad

categories of benefits, and ep ccommodation costs.

Table 8 shows the a Q‘/ verage ents and the simulation results. Prior to the

€8
policy change there w onl inor differences in the level of payments between
the ribbons as re p der the same payment rules and the composition

was relativ ference between simulated payments and the actual
payments was\s a ugh statically significant (which suggests there may be
some area specif} rs that were different across the ribbons).

In the first tw %ars after the change, recipients in the inside and inside_inner
ribbons apt receive $12-$15 per week more in in accommodation related
payments compared to what they would have received if they were living outside the
boundary.

Over the 10 year period, this difference between actual payments and simulated as if
they were outside the boundary grew to $17-$19 per week. This modest increase in
payments meant that over the following decade we estimate the total subsidy paid
was between 15%-17% larger for those on the central Auckland side of the
boundary.
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Table 8: Actual and simulation difference in average weekly accommodation-related
payments before and after 1 April 2005 policy change

I R T T T
103 100 105

Actual payments
Simulated payments using ‘as-
if-outside’ model 103 104 107
Pre 1 April 2005
Difference between actual and 0 -3 -2
simulated
p-value for difference 0.401 0.001 0.049
Actual payments 111 114 120
Simulated payments using ‘as-
Post 1 April 2005 | if-outside’ model 111 103 105
within 2 year
window Difference between actual and 0 12 15
simulated
p-value for difference 0.324 <0.000 <0.000
Actual payments 118 124 129
Simulated payments using ‘as-
Post 1 April 2005 | if-outside’ model 118 107 110
within 10 year :
window Difference between actual and
simulated v L/ -
p-value for difference 0.821 <0.000 <0.000

Note: Simulations based on a 70% rand @ le of Eﬁu}’ﬁskle records to estimate accommodation
related payment in either the pre or p iods. Tr@' sion models use covariates related to
demographic characteristics and r djuste over 0.7. Parameters from regressions were
used to calculate simulated accom%ion paymméiits for the 30% sample of outside, and the full sample
of the inside groups. Standard ere ¢ &-- by 1004 repeated random samples and simulations.
Bold indicates p-value<0. K

Was ther ative/increase in AS recipients
renting@ tment areas?
More generous p for housing in a local area should in theory mean an

increase in indi Is who are eligible for the payment seeking to rent in the area.

This sectio at the extent to which there is evidence that this occurred. Figure
8 shows the relative growth in the number of claimants either side of the boundary

over both a two year and also ten year window. As can be seen, there was not a lot
of difference in growth on the more generous side of the boundary over a short time
period. However over a 10 year period there is some suggestion of a policy impact

as a result of a large increase in the number of recipients in the inside ribbon. Figure
3.4 in appendix 3 shows a more detailed monthly time series view of these changes.
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Figure 8: Percentage change in number of accommodation supplement recipients
pre and post 1 April 2005
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n o @ 0 year window was
3 tahu st), rather than being
N

ndary This suggests that

Importantly, the larger increase in the insid
mostly driven by changes in one speC|f|c
driven by increases in a number of areg

the difference that was observed s f the policy change but instead
reflected other unmeasured fact

Formally, we tested this by% her treatment status was a statistically
significant predictor of t hi jents within separate area units across the
different ribbons of Ia dary. In neither case was the impact of
treatment statlstlcall |f|c nt

Did reci @ﬁ: treatment areas spend more on
rents? @

Figure 9 show ercentage increase in the average weekly rents paid by

accommodaf upplement recipients after the policy changes in 2005.
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Figure 9: Percentage change in average weekly rents pre and post the 1 April 2005
changes in the maximum rates of payment for Accommodation Supplement
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Over a 2 year window of time the rate of incr &ﬁgfor recipients in the
outside and inside ribbons. The growth in e |nS|de inner ribbon was

only marginally larger. Over a 10 year pg ter th icy change a slight

difference emerged with a relatively la row ts on the more generous
side of the boundary. Average w spendi ent grew by 23% in the outside
ribbon, while for those in the in insj er ribbons spending grew by a
slightly larger amount.

A3.5-7 shows a more de %Pm %\/iew of monthly changes in rents changes
in rents across the di bbo%

e three ribbons of land are broadly similar and
mon trends, then it would be expected that in the

If it is assumed
also influence

absence of the growth in rents would be the same. Under these
assumptions, e in the growth in rents might be attributed to the policy
change.

Using thes pt|ons a simple difference-in-difference estimator from the
aggregate es suggests that the policy appeared to have had little impact on

rents within two year period. There is however a suggestion that over a longer
period of time, the policy might have increased spending on rents by around 1.7% in
the inside region, and 2.9% in the inside_inner ribbon.

However, at this very aggregate level it is possible that the simple difference-in-
difference estimates of impact on rents may reflect changes in composition of
accommodation supplement renters in each area rather than assumed impacts. To
control for changes in composition, and also establish the statistical significance of
differences, we formally estimate impacts using a difference-in-difference model.

Table 9 reports our estimated impacts from regressions using 2 and 10 year
windows of time over which to measure impacts. In both cases the dependent
variable is the log of the rent paid by each recipient, and we control for a wide range
of demographic and geographic covariates. The variables “treatment inside” and

Page 31



“treatment inside_inner” are the estimated impacts of the policy on the amount of
rent paid by recipients in these ribbons. The coefficients multiplied by 100 can be
interpreted approximately as the percentage change in rents as a result of the policy
change.

Table 9: Estimated impacts on rents as a results of accommodation supplement
changes on 1 April 2005

Estimates and standard errors

Treatment inside -0.002 0.001 0.009
(0.010) (0.008) (0.008)

Treatment inside_inner 0.009 0.009 0.008
(0.011) (0.008) (0.008)

Controls

Time and areas Yes Yes Yes

Demographics No Yes Yes

Geography No No Yes

No. Observations 231709 231709 231709

~ ~
= 0.019003P 040 0.414

Ten year window

Estimates and standard errors

Treatment inside 0.005 0.009 0.011
(0.011) (0.008) (0.008)
Treatment inside_inner 0.019 0.017 0.017
(0.011) (0.009) (0.009)
Controls
Time and areas Yes Yes Yes
Demographics No Yes Yes
Geography No No Yes
No. Observations 803989 803989 803989
r? 0.08 0.46 0.4713

Notes: Regression results for difference-indifference models with dependent variable log(rents).
Demographics includes gender, age, family structure, number of children, benefit type. Geography
controls for area units and a dummy for inside the metropolitan urban limit. Client-clustered standard
errors in parentheses. Bolded impact variables denotes p-value<0.05.

Table 9 shows that over a 2 year timeframe after the policy change, there might
have been very small positive increase on rental expenditure, but none of the
estimates are statistically significant. Over a 10 year period there was a similar
story. The estimated growth in spending on rents was positive and slightly larger

than the shorter window, but in only one case was the estimated impact statistically
significantly different from zero.

Page 32



An important issue for these results to be considered robust is the assumption that
in the absence of the policy change, rents in the three different areas would have
grown at the same rate. This assumption is significantly weaker over the longer
time period, as many other events influenced outcomes (such as a major economic
recession and changes to the local authority).

One means of assessing the assumption of common trends is to look at outcomes
prior to the reform. Figure A3.5-7 shows trends in rents prior to the reform, and
visually they appear highly correlated across the different areas. We also tested the
assumption of common trends more formally by looking at whether the time trend in
rents for the treatment areas were different from those in the control. Estimates of
separate time trends were very similar and not statistically significantly different.

Overall it is hard to interpret the results as showing any large measured impacts on
rental spending as a result of the policy reform. The reform increased the erosity
of subsidies by an average of around 15%-17%, but it is diffi
measurable growth in spending on rents as a result. This fj
with some of the overseas evidence that has found quit%
result of similar increases in maximum payments.

ontrastsysharply

pa fents as a
The absence of any large measureable impact su@@a |§rease in

accommodation related payments may have bee nt non-rent
components of individual and family budge &

W
®@§
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Supplementary analysis of rents in the wider
housing market

To supplement our analysis we have also begun to look at changes in average rents
by area unit within the central Auckland area.

This data is derived from the rental bond dataset, and we focus on the value of rents
related to bonds that were lodged across a 12 month period. The bond data allows a
precise estimate of the market price of rental properties as all landlords are required
by the Residential Tenancies Act to lodge information with about new tenancy
agreements. Importantly, the data captures information about rents paid by
subsidized and non-subsided tenants.

Figure 10 shows the percentage change in the average rents f ea unit%@hin
and around the Auckland accommodation supplement zone 2004 2016.

Figure 10: Percentage change in average rents in area é%b tweer®4 and 2016

(year to September)® @ @
2 bedroom units
, @/) K\@

Swe are grateful to Critchlow Associates for producing these maps.
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3 bedroom units
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Figure 10 shows ma u its% mediately on the outside of the Auckland
pp h

s

accommodation su t ﬁne aving rates of increase in rents that resemble the

entral Auckland side of the boundary.

(?

increase in rent@ ed on
The next s urh aims to use this data to establish if the policy
S o

changes causeg an§ ts on rents in the wider rental market.
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Policy implications

The Accommodation Supplement provides an important form of financial support for
low income households with high housing costs. International research tends to show
that targeted housing subsidies provide a range of benefits for low income
households. However uncertainty about the extent of an unintended impact on
market rents has made some policy makers cautious. The findings in our analysis
suggest that concerns about unintended effects on rents should be a less prominent
concern.

These considerations have become particularly important in the context of the rising
housing costs being faced by low income households. In recent years housing costs
have grown substantially, while the maximum rates and area structure of the

accommodation supplement have not been adjusted.
@ren ng’and

Figure 11 below sets out aggregate trends for beneficiaries
receiving the accommodation supplement. As can be seefy,"quer the cade
there has been a substantial increase in average rents, w

the@verage value of
accommodation supplement payments has remaineange@

p payments for

Ne]

Fig 11: Trends in average rents and accommo
beneficiaries 1996-2016 &
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The growing gap between average rents and accommodation supplement payment
appears to have driven increased spending on other payments such as Temporary
Additional Support. However despite this, rent growth has outpaced the overall
growth in subsidies. This has meant that the real after housing cost disposable
incomes of some groups of beneficiaries has declined in the last decade.

Despite the evidence presented in this paper that there does not appear to have
been a large impact on rents as a result of increases in the generosity of the
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accommodation supplement, it is also worth considering what design features might
make a rent subsidy more or less likely to increase market rents.

A subsidy that creates more of an income rather than a substitution effect will
reduce the risk of rent pressures. An important design feature in this regard is
having a payment with a lower effective marginal subsidy or co-payment rate. For a
given level of subsidy, a lower marginal subsidy rate means that recipients face
more of the actual cost of housing.

Another important feature that will minimize the risk of an increase in rents is
investment in the supply of low cost housing. The impact on rents will be lessened if
supply can adjust quickly to changes in demand. Lastly, there are also some
administrative measures such as benchmarking of rent subsidy claims against local
market averages. Verifying claims that have above market rents may reduce the
risk of inadvertent flow-on impacts to rents. &
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Conclusion

This study has investigated the impact of the accommodation supplement and
related payments on housing demand. The New Zealand and international evidence
on the existence of these impacts is mixed, although many studies find quite large
impacts on rents. The study uses the creation of a higher maximum subsidy area in
Auckland from early 2005 to identify if there were any impacts. The research uses a
new dataset relating to payments along a very narrow area on both sides of the
boundary of the Auckland accommodation Supplement zone. The research shows no
clear evidence of any impacts on either the number of recipients or rental
expenditure.
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Appendix 1: Policy chronology

This appendix sets out Accommodation Supplement and related housing policy changes
from the policy chronology authored by Alex McKenzie (2015).

Date Change Detail
1 July 1993 New Accommodation Prior to the creation of the Accommodation
Supplement introduced Supplement the housing assistance regime was a

mixture of rents and mortgages subsidies
provided by the Housing Corporation of New
Zealand (HCNZ), and a cash accommodation
grant (the Accommodation Benefit) provided by
the Department of{Sg)ial Welfary

1 April 1994 Annual general adjustment | Inflation adjus@ﬁi&%s er@wresholds

1 April 1995 Annual general adjustment Inflation aw\e}zt of AS &gﬁy thresholds

1 April 1996 Annual general adjustment

1 October 1996

Accommodation Supplement
changes

O

Ianatio{%stmem@ entry thresholds
Th

@ cities in  Accommodation
was expanded to include

nga, Napier, Hastings, Palmerston

th , Nelson, and Christchurch. Prior

to ny Wellington qualified for the
iate maximum rate.

>®

e
1 April 1997 Inflation adjus W > tlon adjustment of AS entry thresholds
entry thres
1 July 1997 Accommodation’Su The Accommodation Supplement subsidy rate was
chan yme% increased from 65 percent to 70 percent. The

proportion of board <costs regarded as
accommodation costs was reduced from two
thirds to 62 percent. Changes were made to the
maximum rates of the Accommodation
Supplement.

&
1 April 1998

@u\a’? general adjustment

Inflation adjustment of AS entry thresholds

1 April 1999 /\
(N

Annual general adjustment

Inflation adjustment of AS entry thresholds

1 April 2000 \>—/

Annual general adjustment

Inflation adjustment of AS entry thresholds

1 December 2000

Income-Related Rents
restored for state house
tenants

Income-related rents for state housing tenants
that had applied prior to 1991 were restored. For
income up to the threshold the rent was set to
reflect 25 percent of after tax income. Above the
threshold, rent reflected 50 percent of after tax
income. Income included the income of the
tenant and his or her spouse. From this time state
house tenants were ineligible to receive the
Accommodation Supplement or the Student
Allowance Accommodation Benefit. Payment to
HNZC in the form of the Income Related Rent
subsidy.
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1 July 2001

Housing New Zealand
Corporation established

Housing New Zealand Corporation (HNZC) was
established as a Crown entity with a Board. The
new Corporation combined into one organisation
Housing New Zealand Limited, Community
Housing Limited, Housing Corporation of New
Zealand and the housing policy function of the
Ministry of Social Policy.

1 April 2002 Annual general adjustment Inflation adjustment of AS entry thresholds
1 April 2003 Annual general adjustment Inflation adjustment of AS entry thresholds
1 July 2003 Housing Innovation Fund A $63 million Housing Innovation Fund (HIF) was
established established to increase the availability of rental
housing and home ownership opportunities for low
income households and people with special needs.
1 April 2004 Annual general adjustment Inflation adjustmen

AS entry&ﬁ&sholds

1 October 2004

Changes to Accommodation
Supplement abatement for
beneficiaries, entry
threshold for non-
beneficiaries. and income
threshold for non-
beneficiaries

2of t Accommodation
s removed to

The abatemen

Supplement %\eﬁa wa
provide an jonal dgncentive for beneficiaries to

undert

rt tim@%loyment. Abatement
mov@ ecipients of New Zealand

Veteran’s Pension who were

alig ceive the Accommodation
%y ough income above the applicable
nefit cut-out point continued to
eligibility to the Accommodation

ment. The Entry Threshold for non-
ED-I eficiaries was lowered to align with the entry
resholds applicable to people receiving the
Unemployment Benefit. The income threshold for
non-beneficiaries was increased to align with the
cut-out points for the Unemployment Benefit.

1 April 2005

W ge%eif\\aéﬁstment

Inflation adjustment of AS entry thresholds

1 April 2005 )
Q

©

\%éom é@{)n Supplement

>area re and

@ rates revised

r

The number of Accommodation Supplement areas
was increased from three to four with Auckland
divided into two areas. Some localities were
moved into higher maxima areas and the
maximum supplement payable was increased.
The new maximum weekly rates of the
Accommodation Supplement were:

e (Area 1) $145 for a one person household, $160
for a two person household and $225 for a
household of three or more people;

(Area 2) $100 for a one person household, $125
for a two person household and $165 for a
household of three or more people;

(Area 3) $65 for a one person household, $75
for a two person household and $120 for a
household of three or more people; and

(Area 4) $45 for a one person household, $55
for a two person household and $75 for a
household of three or more people.

1 July 2005

Accommodation

The Accommodation Supplement was extended to

Supplement: Residents of

residents of Retirement Villages with “Licence to
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Retirement Villages

Occupy” tenure.

1 April 2006

Temporary Additional
Support replaced Special
Benefit

The discretionary Special Benefit was replaced
with a new rules based hardship benefit called
Temporary Additional Support (TAS). The
purpose of TAS was to provide temporary last
resort financial assistance to alleviate financial
hardship for people whose essential financial costs
could not be met from their chargeable income
and other resources, while ensuring that
applicants take reasonable steps to reduce their
costs or increase their income. The housing
loading in TAS was intended to prevent TAS
undermining the AS (as special benefit had done),
by ensuring that people had to pay a portion of

their housing costs. themselv before being
eligible for the A@AS.
Special Benefi 31

receiving a
grandparentég i their gire

1 April 2006

Annual general adjustment

2006, were
Inflatioggdg'{st}ﬁen% entry thresholds

1 April 2007

Annual general adjustment

tances changed.
Ian@\&fdjustrQ/@\fbAS entry thresholds

1 April 2008

Annual general adjustment

{@\BMa%@F@WOF AS entry thresholds

1 January 20

09

Transitional package for §

redundant workers @
(RESTART)

SMwo eg) ckage Transitional Package for
CRed Workers was implemented to help
ade redundant during the economic
wn. The programme included an additional
E] ent (called ‘Replace’) for those who qualified
~for the maximum amount of Accommodation
Supplement after they have been made
redundant. This provided up to $100 per week (in
addition to the AS, based on their actual
accommodation costs).

1 January 20

09

?ﬂnd Bxi?ﬁments
/l e % sh assets for

P
%\ th modation

©

ment

From this time, part or all of a redundancy
payment up to maximum exemption of $25,000
(after tax) were exempt from the definition of
cash assets applicable to the Accommodation
Supplement. The exemption was time-limited and
set to expire at the same time as the ReStart
Transitional Package for Redundant Workers.

1 April 2009 Annual general adjustment Inflation adjustment of AS entry thresholds
1 April 2010 Annual general adjustment Inflation adjustment of AS entry thresholds
1 April 2011 Annual general adjustment Inflation adjustment of AS entry thresholds
1 April 2012 Annual general adjustment Inflation adjustment of AS entry thresholds
1 April 2013 Annual general adjustment Inflation adjustment of AS entry thresholds
16 May 2013 Announcements on the As part of the 2013 Budget, the Government

reform of social housing

announced major reforms to the provision of
social housing. These included extending Income-
Related Rent Subsidies to approved community
providers, a more comprehensive housing needs
assessment undertaken by the Ministry of Social
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Development (from April 2014), and the creation
of reviewable tenancies for all social housing
tenants. The Social Housing Reform Programme
had commenced in 2010 with the appointment of
the Housing Shareholders Advisory Group to
review the social housing sector and make
recommendations for reform.

1 April 2014 Annual general adjustment Inflation adjustment of AS entry thresholds

1 July 2014 Housing Support Package The Housing Support Package was established to
help people better access private housing and to
assist tenants with the transition from social
housing to private housing.

1 July 2014 Mdori Housing Strategy The M3ori Housing Strategy - He Whare Ahuru He

launched

Oranga Tangata set.out the g rnments long-
term strategy to ove orixhousing and
respond to th g aspicatipns of whanau,

hapd and iwj« >

GRS
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Appendix 2: Data annex

The dataset for this study was drawn from administrative datasets maintained by the Ministry of
Social Development.

On a specific day each month a snapshot of records from the payment information system
(SWIFTT) are archived as official records. These are used by the Ministry as official counts. The
records in the monthly snapshot differ slightly to what was actually received due to some small
amount of backdating of information.

The records reflect payment details as well as the base information that accommodation
supplement recipients have declared to Work and Income. This declared information includes
housing costs, family composition, and other income and earnings.

The data extract from which the dataset is constructed is all accommodation supplement recipients
over the period January 2003 to February 2015.

Currently records are automatically geocoded in the SWIFTT system. H@' th;@é%@n only
e

began in 2005 and to create the specific dataset we backdated the % of r{records.

Individuals were allocated to a ribbon of land either side of the k@u dary ba n geocodes
and the Ministry’s official shapefile for the AS boundary. The %ura of this\was'then confirmed

by a variable in each post 1 April 2005 record relating to t mo pplement zone.
There was a mismatch for approximately 1.6% of recor
Poeet

There was a minor amount of data cleaning after t w onstructed. This involved
519 nti| modation where the rent

removing records for individuals living in suppor
costs included reflected the costs of health s ice

able A2.1: Key variables in the stud at t
y }/?&

@

Variable(s) Definition

SWN ’ Ur(@%q% \ivg@\n\é%ber

Mdate ‘ Month extract date

Address_line_[number] < Q&gxt stringk%g ted to client address

Suburb Suburb

City City

Geocodes X and Y coordinates

Ribbon Dummy variables related to outside, inside and inside-inner

Distance Distance from boundary (placebo=0, inside=1, outside=2)

MUL DummY vgriable indicatin.g if in the north (outside the !'netropolitan
urban limit=0) or south (inside metropolitan urban limit=1)

POST_CD Post code

Sex Male or Female

AGEEX Age in years

NUMCHILD Number of dependent children included in benefit

APORT Benefit apportionment into O = 'Single client', '1' = 'Primary client',
'2' = 'Partner’, '9' = 'Not applicable
Dummy variables for main benefit type (eg unemployment benefit

MainBenefit_[type] etc). The dataset also contains a variable SERV which is detailed
codes for benefit type.

AS_WKRT Weekly rate of Accommodation Supplement

AS_WKCST Weekly declared accommodation costs (ie rent, board home
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AS_REGN
AS_TENRE

AS_LANDL
SpecialTAS
DA_IND
PNETT
All_supps
Newincome

Total_net_income

WFF

Impact

ownership costs)
Accommodation supplement regions before and after policy change

Type of tenure including '1' = 'Renting’, '2' = 'Boarding’, '3' = 'Own
Home', Other = 'Not Coded';

Type of landlord including private, council, HCNZ etc
Combined value of Special Benefit and TAS
Receiving disability allowance

Net amount of main benefit paid per week

Net amount of supplementary payments per week
Other income declared to W&I

Total net income (excluding tax credits)

Dummy variable for dates of policy change (1 April 2005 and
afterwards)

Dummy variable to identify impact which is 1 if WFF=1 and
inside/inside_1 =1
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Appendix 3: Time series graphs

Figure A3.1: Percentage receiving Accommodation Supplement at (or above) maximum
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Figure A3.3: Average weekly Special Benefit and Temporary Additional Support
payments (nominal)
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Figure A3.4: Monthly number of Accommodation Supplement recipients
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Figure A3.5: Average rent paid by

Supplement ($nominal)
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