Housing organisations in Australia and the Netmzita PRRES Conference 2006

HOUSING ORGANISATIONSIN AUSTRALIA AND THE
NETHERLANDS: A COMPARATIVE ANALYSIS

C. Susilawatiand L. Armitagé

! Queensland University of Technology, Brisbane, talis
% The University of Melbourne, Melbourne, Australia

Abstract

Dutch housing associations are private organisatigth a public responsibility which are
managed effectively to fulfil the social objectivafsproviding affordable rental housing.

In the Australian system, community housing orgatni®is are categorised as not-for-profit
organisations and are mostly characterised by ssmgdinisations with very limited
resources. This study aims to identify the striesgind weaknesses of the Australian and
the Dutch housing association models. A serigstefviews with representatives of
community housing organisations in Brisbane, Alistravill be compared with the results
of similar interviews with representatives of sbtiausing associations in the Netherlands.
In addition to differences in management structtire,second principal variation is that of
government financial involvement: in the Dutch syst a social housing guarantee is
provided by the state government, which reducesiskeof borrowing and, hence, the
interest rate accordingly. Furthermore, the eremgeiment of mixed-housing types in the
Netherlands avoids an undesirable concentratidomotost housing in one locality as well
as allowing residents to have more housing optamuscontinue to live in the same
neighbourhood throughout their life. Adapting thehly subsidised Dutch housing model
to fit the Australian context is an opportunity saered in this paper.

Keywords. Affordable rental housing, housing associationmewnity housing,
Australia, the Netherlands

1. Introduction

Australian and Dutch housing policies have coningsapproaches to intervention in
housing (Milligan, 2003). The Australian housingtem places strong emphasis on home
ownership and low density suburbanisation suppléateby public housing. In stark
contrast, the Dutch housing system provides forenmaiss social housing and is public
investment focussed and the growth of housing &ssaas in the Netherlands is far
greater than in Australia.

A comparative study of housing policies and housifigrdability consequences for low

income households in Australia and the Netherldmadsfound some general differences
(Milligan, 2003). Given the geographic size aneké#atier political system of government

C.Susilawati and L.Armitage Page 1



Housing organisations in Australia and the Netmzita PRRES Conference 2006

in Australia, the practices and policies of housasgociations which have evolved are far
more diverse than those of the Netherlands. Maedke differences in affordability
within the low income segment are more extreme betwenures and age groups in
Australia than those in the Netherlands, as aredbkedifferentials between inter- and
intra- urban housing markets.

Interestingly, there are some strong similaritiesMgen Australian and Dutch housing
outcomes such as the deterioration of housing @dtfuility and the same focus on attracting
private funding for supplementing the reductiorgo¥ernment direct funding. Some
research and discussion papers have been pubbshth@ opportunities for supplying
affordable housing in the future (Berry, 2001; Be&003; Seelig, 2004). In the
community housing sector, the Australian commuhdysing peak body — the National
Community Housing Forum (NCHF) - which has publlaediscussion paper on some
new delivery proposals such as affordable housiitgiives, new joint ventures, social
developers and private investments (Brian Elton/Assbciates and NCHF (A), 1998).

The social housing associations in the Netherl&age long experience of being social
developers. Dutch housing associations are casagbas not-for-profit organisations with
market orientation and have a public responsibibtprovide affordable rental housing
(Ouwehand and Daalen, 2002). This sector congtabout 35 per cent of all dwellings
nationally in 2002 which is the largest social lingsector in Western Europe (Bisset and
Milligan, 2004, p.20). In the Australian systeropmamunity housing organisations are
categorised as not-for-profit organisations andnaostly characterised by small groups
with very limited resources.

The study reported in this paper aims to identify strengths and weaknesses of Australian
and Dutch housing association models and to digbesgotential for considering
opportunities for adopting Dutch housing assocratipproaches in the Australian context.
The following sections compare the Dutch housirgpaigtions and the Australian
community housing organisations from the literatamel from a series of in-depth

interviews with representatives of housing orgaiosa in each country. Each section
commences with a discussion of Dutch housing aaBons, followed by the Australian
community housing organisation, then concludes wittomparison between the two
systems from previous studies.

2. Dutch Housing Associations and Australian CommuHibusing
Organisations

Traditionally, social housing has been suppliedjbyernment but, progressively over the
last twenty years or so and in many countriesctlfiteancial support for social housing
from the government has been reduced (Larkin, Lavesml NCHF (A), 1998). For that
reason, the social housing sector which has emergeds to be self-sustainable in its
activities or find alternate, private, financiatoairces. In this study, the social housing
system is defined as housing associations whichagenocial housing stocks from
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government funding or public subsidy for housingistance and are bounded in legislation
(Gruis and Nieboer, 2004; Larkin, Lawson and NCIAF, 1998).

The Dutch social housing sector is organised thiaugetwork of large not-for-profit
housing associations (Errigo, 2003). The not-f@fiporganisations are driven by their
mission to meet the affordable housing needs ofilm@me people. In order to achieve the
most appropriate housing outcomes a shift in pdiggroaches was initiated which moved
control from a legislative framework to one where housing organisations are able to
make their own strategic decisions to encouragebile and responsible management.
Thus, housing associations in the Netherlandsrareugaged to manage the not-for-profit
housing associations with a more ‘business-lika@ggh’ (Gruis and Nieboer, 2004,
p.186). This supportive environment has allowedsiitg associations to have decades of
experience to operate independently and obtaim@ifunding for their development
(Larkin, Lawson and NCHF (A), 1998, p.8). Moreouie housing associations initiated
mergers which reduced their number by a third fB2#% in 1990 to 552 in 2002 to achieve
better financial security (Bisset and Milligan, 209.21). As a result, the sector has a
favourable financial position with increased solwenatios, higher liquid reserves and
average surpluses per dwelling of Euro240 per annu2000 (Priemus, 2003).

The peak body for Dutch social housing associat{éesles vereniging van
woningcorporaties or ‘Aedes’ as the short form)pla strong role in the social housing
sector. The solidarity and mutuality principlesvibeen not-for-profit housing sector
associations provide financial support for ‘neealysociations (Bisset and Milligan, 2004,
p.2). Thus, redistribution of resources betwessoaiations ensures viability (Larkin,
Lawson and NCHF (A), 1998, p.8).

In the Netherlands, housing associations haveaadial guarantee system backed by the
central government to minimise the financial risk private financial institutions (Errigo,
2003; Ouwehand and Daalen, 2002). The financsitirtions are willing to discount the
interest rate by an average of one per cent belavkehrates (Bisset and Milligan, 2004).
In addition, there is a three-tier model in the duguarantee system for financial social
housing. The primary security is the financialipos of social housing organisations and
the Central Housing Fund (CFV); the housing ass$iocia formed a Building Guarantee
Fund (WSW) as the secondary security replacing mwwent guarantees; and the state and
local government provide ultimate back-up - thecatbed ‘safetynet’ (Aedes, 2003, p.15).

As mentioned above, the Dutch housing associatomgranted autonomy to arrange their
own business. However, the housing associations teabe accountable through a set of
performance criteria which are agreed between npalites and the housing associations.
Wolters (in Bisset and Milligan, 2004, p.23) mens8a ‘housing covenant’ as a new tool
that was introduced to address a set agreementanga of issues between the
municipality and the housing association. Morep@ough, et al. (2002) stated the new
Housing Act (2002) has introduced a stronger emplmsaccountability requirements and
responsibilities.
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The BBSH (Besluit Beheer Sociale Huursector) retggléhe operations of the social
housing sector which include six performance inidica
- the prioritisation of appropriate accommodationtfar target group, so that
low-income households receive priority in the adition of inexpensive
dwellings;
- the qualitative upkeep of the housing stock: maiatee, renovation, and new
construction of social-rental dwellings;
- the involvement of tenants in the managementeif dhwellings and the
development of new policy;
- the guarantee of the financial continuity of thei$ing association;
- acontribution to the quality of life in the neighirhoods where the housing
associations’ dwellings are situated,;
- the combination of housing and care.
(Ouwehand and Daalen, 2002, p. 27)

Aedes (2003, p. 11) added a seventh task for sciading associations of promoting
home ownership.

The Dutch government regulates the social housotps by evaluating housing
associations regularly. The government’s issueontern include financial and
organisational effectiveness as well as the ovamlking portfolio and market position
(Errigo, 2003). Since®LJanuary (2005) the state government no longeriges\subsidies
for the operational deficits for building and maimagnew social rental housing. In the
transition periods, government provided ‘incentbeatributions to build in good and
expensive locations’ (Aedes, 2003,p.10). Thisrmaghip model between government and
not-for-profit housing associations provides atdratelationship than an ‘adversarial
relationship or principal and agent relationshipiese the government has the power to
terminate funding and controls the performancéiefrtot-for-profit organisations.

Dutch housing associations supply a mixed-housingyxrt which provides
accommodation for a range of income-group cliefise profit from the higher end
product subsidises the low income housing whichatestrate the dual roles of the
associations. Moreover, the mixed-housing devetypmprovide wider housing options to
clients over their life cycle. People can contitdve in the same neighbourhood
throughout their life. In addition, such mixed-@amse housing avoids low cost housing
concentrating in one location.

Rental affordability is a very important aspectteé Dutch social housing system. The
regulations cover rent policy (maximum rent fee et increases) and rent subsidy to
lower-income households. The calculation of th&imam fair rent is based on the house
rating system. However, the rating system wasmwed recently (from 1 July 2005) to
reflect the location and popularity of the neighttmod more heavily (Ouwehand and
Daalen, 2002, p.43-45). In addition, the current isubsidy policy does not provide
incentives with respect to price, because it widbasubsidise more expensive rent fees.

A strong relationship between stakeholders hasatgyb social entrepreneurialism and the
emergence of hybrid organisations providing a biytaroad housing market for a diverse
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range of clients. For the next decade, the Nethdd' government has decided to maintain
these current ‘hybrid organisations’ status whiahspe market activities for a social
purpose and maintain their status as private osgéons but with public accountability
(Bisset and Milligan, 2004; Priemus, 2003). Thisverful status of Dutch housing
associations has resulted from long establishedresqce of working collaboratively with
the government as not-for-profit organisations vettective entrepreneurial management
practices over the last decade (Bisset and Millig&04).

On the other hand, in Australia, where the systésooial housing is less highly evolved
from the perspective of public provision, the gaweent has more control over funding
and program levels, target groups and the ownerdtipe housing stock (Larkin, Lawson
and NCHF (A), 1998, p.7). A lack of trust regaglihe capability of community housing
organisations has been the major impediment tocireguhe government’s control through
legislation. Accordingly, community housing orgsations have limited experience of
working independently and managing their housiogksimore efficiently (Susilawati,
Armitage and Skitmore, 2005).

Most community housing organisations have a limtezthnology and human resources
capacity. To build the expertise and accountghalitnot-for-profit housing associations, a
series of activities needs to be undertaken bgtivernment and the peak organisation
bodies in areas such as training, performance wrami, sector support, infrastructure and
risk management approaches (Larkin, Lawson and N@HFL998, p.8). Community
housing organisations need to build their capaoityanage larger affordable housing
stocks (Susilawati, Armitage and Skitmore, 2005).

Whilst not-for-profit housing organisations in Atedta are well established to provide for
temporary crisis accommodation - with the churdbeiag amongst the leaders of this
group — the role of private finance in communitybiog is less highly evolved. Brian
Elton and Associates and NCHF (A) (2000) providéssaussion of a range of recent
initiatives across Australia which gives an indigcatof the diversity of projects in this
field, such as joint ventures, debt finance, lowtdmance through social/ethical investors
and affordable housing initiatives.

The Queensland Department of Housing provides gerahsupport and funding for
community housing organisations including:
boarding house program, community rent schemas@ecommodation program,
long term community housing, community housing vese worker program,
home assist secure, home and community care hordiication services, same
house different landlord, study assistance?
(Queensland Department of Housing, 2005)

Elton categorised private financial options whievé been suggested by community
housing research papers, into four models: jointwe, debt options, low cost finance
through social/ethical investors and affordablediog (Brian Elton and Associates and
NCHF (A), 2000). A report on private financing ned&l suggested social developers and
social/private landlord model as new delivery mddelsocial and affordable housing
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(NCHF (A) and AHURI, 2003). This model has simiiigs to the Dutch housing
association model.

Although such private finance initiatives have bpesposed, there is little evidence of the
implementation of any of these initiatives. Theref many community housing
organisations are still highly dependent on governinfunding and the government retains
and exercises power and control in the Austral@nraunity housing model.

One major constraint on the development of privatestment is the rental structure of
social housing. It uses a combination of targeliwgrincome groups and income-related
rent fees which has led to a lack of financial ilgifiy for most social housing project
proposals. Other alternative rent-setting mechmasihat have been used in some
community housing organisations include fixed rdygsed on cost rents or market related
rents (NCHF (A), 2002, p.3). Discounted market sesitmarket rent plus subsidy
implemented by some community housing organisatiave also been suggested (NCHF
(A), 2002, p.4).

Some of the bigger community housing organisatfenge mixed social housing in their
portfolios. However, they only manage not-for-firgenerating housing, hence the
organisation will not be able to cross-subsidigeititome they receive from their portfolio.

In summary, Table 1 compares conditions betweethieh housing associations and the
Australian community housing organisations. Thy &&ributes are classified into four
categories: financial resources, organisation, yictedand regulatory context.

As discussed in Table 1, a key lesson which magraen from Dutch housing
associations is that of government financial ineohent: ‘The provision of new and
existing social housing is now all privately finaalcin the Netherlands, supported by a
range of direct and indirect subsidy mechanismgniikedy, 2001, p.38). In the Dutch
system, a social housing guarantee is providethdgtate government which reduces the
risk of borrowing and, hence, the interest rateetiogly. Municipalities are responsible
for monitoring of housing associations based oruahplans, performance agreements,
annual and financial reports. Furthermore, theeragement of mixed-housing types in
the Netherlands avoids an undesirable concentrafiow-cost housing in one locality as
well as enabling residents to have more housingogand continue to live in the same
neighbourhood throughout their life.

Adapting the highly subsidised Dutch housing madéit the Australian context is an
opportunity considered in this paper. A numbereskarchers have already underlined the
key features of financial viability in the sociausing systems as broadly relevant in the
Australian context.

» Social housing provider has control over the assethold title to the assets, which are
protected against inappropriate disposal throughblaetory measures. ... In the
Netherlands acquisition and disposal is subjeatdaicipal approval (Clough, et al.,
2002 p. 23)

C.Susilawati and L.Armitage Page 6



Housing organisations in Australia and the Netmzita PRRES Conference 2006

» The government bonds option as (interim) use oegawent funds to attract and
support private investment through a capital inggcof funds in new financing
structures (NCHF (A) and AHURI, 2003)

* Implementing financial risk management strategiefatilitate private investment
(Kennedy, 2001, p.40)

Implementation and further experience-based outsdnoen two Dutch housing

associations are discussed in the next section.

Table 1. Dutch housing associations and Austral@anmunity housing organisations
compared

Classification Dutch housing associations Australian community housing
organisations

Financial - Strong asset base as security for - Government funding as majar

r esour ces borrowing sources

- Government guarantees funds to
secure private finance at the least cost

Organisation - Capacity building through - Social orientation
commercial/ market orientation - Strong role of peak bodies
- Strong role of peak bodies - Sharing information between

- Redistribution of resources between organisations
associations to ensure viability

Products - Mixed-housing development to serveé - Community housing

different client groups developments which serve the

- Cross-subsidise from profit-generating same client groups

rental and profit-sale projects - Government subsidy
Regulatory - Strongly regulated rent-setting - Strong regulated income bage
context - Land-use regulatory powers to rent-setting

generate opportunities for social

housing

Source: Larkin, Lawson and NCHF (A) (1998, p.1Q)sig&awati, Armitage and Skitmore
(2005)

3. Dutch Housing Associations and Australian Commuhibusing
Organisations: case studies

This study discusses two Dutch housing associabassd in Leiden and Woorden and two
community housing organisations in Brisbane, Qui@exs A series of interviews with
representatives of community housing organisatiorigrisbane, Australia, is compared
with the results of similar interviews with reprasatives of social housing associations in
the Netherlands. It is recognised that some oirtftemation will be specific to the local
area so may not be the same for the whole of Alisstrin order to conform to the
preferences of the participants in the Australiasecstudies their names and affiliations
have not been disclosed.
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Given the relatively recent emergence and verydichhumber of community housing
projects in Queensland which have a partnershgngement with the private sector, it is
recognised that the sample size is inevitably smiaticess to information is also difficult
as partnership arrangements are not a charaatdrjswhich such organisations are
classified hence their identification and subsegiapproaches for inclusion in the sample
was achieved by reference to the industry peak KQ@GHC) who nominated conforming
projects and contacts. Similarly for the Dutchecaiudies, the peak body (Aedes) was
approached to nominate representative organisdtionmstheir very much wider pool.

The first case study (A) is a community housingamigation based in Brisbane. Its
products, which are mainly boarding houses, aratéatin the inner-city of Brisbane and
are for occupation by people on a low income.bttard of directors is selected by
shareholders which comprise representation fromgawernment agencies, ten
community-based organisations and five properigteel professional organisations. The
second case study (B) is a community housing osg#ion based in Brisbane which
provides a range of crisis accommodation, transii@and long-term accommodation for
low income people. The third case study (C) isasing association based in Woorden
which supplies mixed-housing development. Thetfonase study (D) is a housing
association based in Leiden. It has a range ofihgyproducts including accommodation
for singles, families and the aged in a range fHéidint locations.

Government grants to build up inner-city boardingi$ing stock are the major source of
finance for case A. It has implemented a discalintarket rent which still falls within the
limit for not-for-profit organisations and is stiiffordable’ for some groups of people.
Unlike Organisation A, Organisation B operates uraddifferent form of government
grants and subsidies plus a partnership with thvafar sector as their financial base for the
management of a range of social housing types. nTdjerity of its stock has a

combination of income-based rent and governmerdidiged operational and maintenance
cost. The government provides funding to fill tap between the market rent and the
income-based rent when it uses the private stoekd¢ommodate people on low incomes.

Both Dutch housing associations (C and D) discuss#te study have built up their
capital progressively over the years as discusséuki previous section. They now have a
strong financial and asset base to expand new riigading development.

In Brisbane, the two community housing organisationthis study have a small executive
team with different skills. Organisation A believiat recruiting a small team which
includes the best professionals and paying theuitalde salary will increase the team'’s
productivity. Organisation B has a small team wiithited skills but who are very highly
dedicated and very committed to working towardsdai’e outcomes. On the other hand,
the two Dutch housing associations have big pradaasteams which run the associations
like business companies. Association D needsge l@am to manage a range of products
in different towns.

Organisation A develops and manages social howssotl for the medium to low income
sector. Although the housing stock is barely affdrie for some tenants, they like their

C.Susilawati and L.Armitage Page 8



Housing organisations in Australia and the Netmzita PRRES Conference 2006

new accommodation due to its better quality. Thgapisation has the benefit of
government grants to develop this new affordableshmg supply. The organisation
contracts out the management and construction &spetheir supply.

Organisation B has developed different strategiesdrease their affordable housing
supply. Itis difficult to expand their social leng stock from the limited government
subsidy they receive for a community housing progra hus, it seeks and attracts
collaboration with other not-for-profit organisat®and the private sector for managing
new affordable housing stock. Their successfuingaship initiatives involve a synergetic
effort to bring forth success. Some community isererganisations have housing stock
but limited housing management skills; thereforegaisation B offers to manage the
housing stock. The similar principle is used taage low income private rental housing.
The cost of management is thus reduced becaubke tdx benefit facilities of not-for-
profit organisations. Meanwhile, the private orgarions utilise their financial and human
expertise to develop a more efficient housing stock

As mentioned above, Association C develops mixagsimy projects comprising non-
social housing (commercial housing) and social maum one building. A typical floor
plan of its projects has a combination of size jamce for commercial housing and social
housing as well as owner-occupier and rental accosiation. The feasibility analyses of
the overall projects have been undertaken as coomheevelopment exercises which
need to satisfy a required rate of financial retufhus, the income received from the
commercial component subsidises the cost of thialdoausing stock (the rental income
from the social housing stock is only 70 per cdmharket rent). Another benefit of this
arrangement is the social mix of the residents whioids the development of a ghetto-
like conformity.

Association D has implemented mixed-housing bulifferent buildings in the same
neighbourhood. One complex has a mixture of teancedifferent family ages and stages
in the life cycle. It provides the opportunity fdrents to move to different properties
based on their family needs in the same neighbaahhen they are able to maintain their
network and social capital. They might need to entwva different house nearby to match
their current needs for the number of househoblisjly size, level of income and ages.
They can have the choice between renting or buyimgn they have sufficient income. In
addition, Association D has integrated its houslagelopment with other services
provided by different organisations such as age,cairsing home and hospital
accommodation. Thus, it is not only optimising tise of current services but also
increasing the effectiveness and efficiency ofrtheancial and human resources.

4. Comparison of Key Issues

The main differences between the Australian anatiboése studies are that they have
different target groups of clients and provide eyiray range of housing stock options.
Dutch housing associations have a wider clientilgrafot just those in the lowest income
brackets like the majority of tenants of Austral@mmunity housing organisations. In the
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Netherlands, they fulfil a broader role of social/dloper and do not just manage the low
rental housing stock, as do their Australian coynates, but also deal in commercial rental

housing and residential property for sale.

Dutch housing associations have to meet their pgdoce agreements with local
government as the key government control of thesbousing stock. This permits the
flexibility to develop a variety of housing typesdaccommodate a wider range of client

need.

Table 2 summarises the key comparative conditibsistralian community housing
organisations (A and B) and Dutch housing assagiat{C and D). Government has a
strong role in providing initial financial resousci all organisations. However, the form
and size of grants and/ or subsidies varies fdermint programs.

Moreover, under the same government and regulatgtings, different organisations have
different strategies for collaborative arrangemgptsduct differentiation, market
segmentation, pricing and cost strategies. Frardbr case studies, it is evident that
commercialisation aspects have some good influemtescial housing development.
Performance-based control provides room for innowadnd improvement to their

organisations.

Table 2. Comparative conditions of Australian comityuhousing organisations (A and B)
and Dutch housing associations (C and D)

Classification A B C D
Financial Government Government Strong asset Strong asset
I esour ces grants grants and base as security base as security
subsidies for for borrowing | for borrowing
variety of social
housing
program, plus
partnership with
private sector
Organisation Small Small dedicated Big professional Big professional
professional team team team
team
Main products | Inner-city Community Mixed-housing | Mixed-housing
boarding houses housing and low development: | in the same
private rental | commercial and| neighbourhood
housing social housing
in the same
building
Rent Discounted Income-based | Strong regulated Strong regulated
market rent rent rent-setting rent-setting
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Given one of the aims of this paper is to inveséighe application of the Dutch model to
the Australian situation, this comparison of kesuiss was identified systems at very
different scales of operation but with self-evidgmbmparable underlying need. In order
to advance consideration of the strengths of thklfideveloped Dutch system it is now
considered appropriate to pursue further studph®figenesis of the Dutch model as such an
historical perspective may provide a greater irtsilgan the very specific illustrations

drawn from the current survey of practice and aased perceptions of the respondents

5. Conclusion

The Dutch housing experiences provide importarishimto ‘how to build and maintain a
cohesive, more independent social housing secabatthieves financial sustainability,
strong social outcomes and a robust division ofgbe responsibility and public
accountability’ (Bisset and Milligan, 2004, p.24heir current strong financial position is
based on a long history of government financiablagment in the Dutch housing system,
whereas, the Australian community housing orgalmsatneed to build up a strong asset
base as the major financial resource for the expamd social housing development.

Being a social developer, Dutch housing associati@ve flexibility to achieve
performance-based social housing outcome critét@.example, mixed-housing projects
allow cross-subsidy within the housing stock whitiproves the viability of social housing
projects. Moreover, the clients gain advantagextess a wider range of accommodation
to fit their income and family life cycle.

In Australia, private sector funding of social himgsoffers an opportunity to address the
needs of the specific target group of people wiecosinerwise excluded from the dominant
paradigm of housing ownership in Australian socidtycontinues to offer the potential for
extending housing choice for those who cannot acitesfull range of housing options
available to those on higher incomes.

Finally, there is no single solution which couldrease the social housing stock within one
country. In addition, those solutions are unliki\be directly applicable across different
government and regulatory settings. Just likeahgr business organisation, a social
housing organisation may call upon different styage to address specific aspects of
market segmentation within the low income grougehploying techniques from the
business world such as product differentiatiometigoricing and diverse cost strategies.
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