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The BASIX guidelines aim to minimise energy and water usage in
new dwellings. To comply with the guidelines, the typical
detached house can cost an extra $14,000 (at the time, the NSW
Government claimed the additional costs would only amount to
$8,000 per dwelling) and the typical home unit anywhere from
$15,000 to $25,000 extra (sometimes more). 

These compliance costs make new housing more expensive and
add to housing price pressures, arguably for minimal
environmental gain.

The political consequences of enforcing energy and water
compliance on all existing houses are considered too dramatic by
most governments so are not attempted. 

Thus it is only the new housing sector - responsible in any year for
a very small percentage of Australia's greenhouse emissions -
which bears this compliance burden.

(From October 1, 2006, BASIX will also apply to all alterations and additions valued over $100,000 in
New South Wales. The West Australian Government is preparing to introduce its own version of BASIX
and other states are understood to be planning similar initiatives).

While the Property Council fully supports moves to create a more sustainable built environment, the
consequences of applying compliance costs to new housing, relative to the total greenhouse issue, need
to be understood by policy makers.

E n v i r o n m e n t a l  c o m p l i a n c e
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7 . G o v e r n a n c e  ( d e v e l o p m e n t  a s s e s s m e n t )

RReeppeeaatteedd aatttteemmppttss aatt rreeffoorrmm ooff llooccaall ggoovveerrnnmmeenntt ddeevveellooppmmeenntt aasssseessssmmeenntt pprroocceesssseess hhaavvee
bbrrooaaddllyy ffaaiilleedd ttoo ddeelliivveerr iimmpprroovveemmeennttss iinn tthhee ttiimmee ttaakkeenn ttoo aasssseessss ddeevveellooppmmeenntt aapppplliiccaattiioonnss,, oorr
tthhee ccoommpplleexxiittyy aanndd iinnccrreeaassiinngg ppoolliittiicciissaattiioonn ooff ddeevveellooppmmeenntt aasssseessssmmeenntt..

EExxcceessssiivvee ddeellaayyss aanndd rriissiinngg uunncceerrttaaiinnttyy,, ccoommbbiinneedd wwiitthh hhiigghh ccoommpplliiaannccee ccoossttss tthhrroouugghh tthhee
ddeevveellooppmmeenntt aasssseessssmmeenntt pprroocceessss,, aadddd ssiiggnniiffiiccaannttllyy ttoo tthhee ffiinnaall ccoossttss ooff hhoouussiinngg ddeelliivveerreedd iinn
rreessiiddeennttiiaall ddeevveellooppmmeennttss..

In the Residential Development Costs Benchmarking Study, prepared for the Residential Development
Council by Urbis JHD in 2006, the length of time to gain approval for a typical 100 lot subdivision or
50 unit apartment development was shown to vary widely.

These graphs illustrate the variations between approval periods. Why, for example, can a medium
density 50 unit project be approved in less than five weeks in Perth while the same project requires
more than 20 weeks on the Gold Coast? And why should a broad hectare subdivision take up to 30
months in the approvals process in Queensland's Redlands Shire, but only around five weeks in the
Tweed Shire? 

The uncertainty and delays
add to the time cost of money.
Compounded by frequently
conflicting assessment schemes
and huge variations in the
upfront lodgement
requirements of developers,
the systems of development
assessment, nationally, are in
steady decline in most
jurisdictions.

 
 



To test public confidence in the efficiency of development assessment, the
Residential Development Council engaged Eureka Research in late 2005 to
poll 1,100 households on the issue. The report, released early in 2006,
revealed that:

o Nowhere in Australia did half or more of the population think that local
government politicians had done a good job of determining 
development applications in their community

o Generally more than two thirds of Australians polled believed that the 
politics of development assessment should be divorced from planning - 
and support the introduction of professional panels to consider 
development applications.

The introduction of professional panels to assess applications against robust town planning schemes is
one means of improving governance systems and, through that, lowers development (red tape) costs
and ultimately lower costs for new housing. 

 

 

 

Question 1: We'd like you to think about
Local Governments and their treatment of
property development proposals in your
area, from things as small as garages or
decks to multi million dollar projects. In
your opinion, have local government
politicians  done a good job of deciding
what gets built and what doesn't in your
community?

Question3: I would like you to think a
possible alternative to the current system
for assessing property development
proposals. Would you support a new
property development application system
where the Local Councils set the rules and
development guidelines, but the
applications themselves are assessed by a
separate independent panel, based on the
provisions of these rules and guidelines? [IF
“INDEPENDENT PANEL” QUERIED] By
independent, we mean removed from
political interference, like the courts.
Individuals would be appointed by a state
government Minister based on their
independence from local councils and their
understanding of development rules.
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AA ffuurrtthheerr rriisskk ttoo hhoouussiinngg aaffffoorrddaabbiilliittyy iiss ppoosseedd bbyy mmiissgguuiiddeedd ppoolliittiiccaall ccaallllss ttoo aabboolliisshh nneeggaattiivvee
ggeeaarriinngg aanndd CCGGTT rreeggiimmeess aass tthheeyy aappppllyy ttoo rreessiiddeennttiiaall pprrooppeerrttyy..

IInn aa rreesseeaarrcchh pprreeppaarreedd eexxcclluussiivveellyy ffoorr tthhee PPrrooppeerrttyy CCoouunncciill bbyy EErrnnsstt
&& YYoouunngg,, aanndd ssuubbmmiitttteedd ttoo tthhee HHeennddyy--WWaarrbbuuttoonn IInnqquuiirryy iinn 22000066,,
tthhee mmyytthh tthhaatt nneeggaattiivvee ggeeaarriinngg bbeenneeffiittss oonnllyy wweeaalltthhyy hhoouusseehhoollddss iiss
ddiissppeelllleedd:: tthhee vvaasstt mmaajjoorriittyy ooff AAuussttrraalliiaannss ttaakkiinngg aaddvvaannttaaggee ooff
nneeggaattiivvee ggeeaarriinngg ffaallll iinnttoo tthhee $$4400,,000000 ttoo $$8800,,000000 ppeerr aannnnuumm ttaaxx
bbrraacckkeett..

By encouraging investment in income producing rental housing,
negative gearing also encourages private investment in rental housing
stock. Without this encouragement, effective yields on most rental
housing would be prohibitively low, and investors would quit the market
in favour of alternate investments, unless housing rentals grew to the
point where returns were positive.

In this way, negative
gearing also serves to
place a lid on rental
pressure by increasing the
stock of rental housing and
taking pressure off rents.
Removal of negative
gearing, as occurred under
the Hawke-Keating
Government in the 1990s,
would immediately lead to
an exodus of investment in
rental housing, causing both
rental housing shortages
and rapid rises in rents. 

The decision of the Hawke Keating Government was quickly reversed, but the lessons may not have
been learned: State Housing Ministers are reportedly re-examining negative gearing with the view that
the tax scheme encourages excessive investment in housing, which is putting pressure on prices. 

Removal of negative gearing in today's climate, especially given the much greater land shortages and
higher development costs, would have an even more dramatic impact on the private rental housing
market - a market which in many cities is so tight that 'rental auctions' are taking place in response to
competition for rental housing.

Adding to the concerns for the future, some Members of Parliament have called for the capital gains
tax free status of the family home to be abolished, as a means of reducing housing prices. These calls
have thankfully gained little traction.

8 . T a x  t r e a t m e n t  o f  h o u s i n g
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AAss mmuucchh ooff tthhiiss ddiissccuussssiioonn ppaappeerr sshhoowwss,, tthhee ppaasstt ddeeccaaddee hhaass pprroodduucceedd aa sseeiissmmiicc sshhiifftt iinn ppuubblliicc
ppoolliiccyy ffoorr nneeww hhoouussiinngg.. 

TThhee lliimmiittaattiioonnss ooff llaanndd ssuuppppllyy,, tthhee aabbuussee ooff ''uusseerr ppaayyss'' iinnffrraassttrruuccttuurree lleevviieess,, nneeww ttaaxxeess,, rriissiinngg
ccoommpplliiaannccee,, lloonnggeerr ddeellaayyss eettcc aarree AALLLL aapppplliiccaabbllee OONNLLYY ttoo nneeww hhoouussiinngg aanndd aarree hhaavviinngg aa ddrraammaattiicc
iimmppaacctt oonn tthhee ccoosstt ooff ddeelliivveerriinngg nneeww ssttoocckk ttoo tthhee mmaarrkkeett.. TThheessee ppoolliiccyy cchhaannggeess tthhuuss hhaavvee aa ddiirreecctt
aanndd pprrooffoouunndd iimmppaacctt oonn hhoouussiinngg aaffffoorrddaabbiilliittyy..

TThhiiss iiss aallssoo ccrreeaattiinngg aa ggeenneerraattiioonnaall ddiivviiddee.. OOnn oonnee ssiiddee tthheerree aarree tthhoossee wwiitthh eexxiissttiinngg hhoommeess.. OOnn
tthhee ootthheerr,, tthheerree aarree ffaammiilliieess tthhaatt cchhoooossee ttoo bbuuyy aa nneeww ddwweelllliinngg ttoo mmeeeett tthheeiirr hhoouussiinngg nneeeeddss.. TThhee
iinneeqquuiittyy ooff tthhee ssiittuuaattiioonn iiss iilllluussttrraatteedd wwiitthh tthhee ffoolllloowwiinngg ssiimmppllee eexxaammppllee:: 

Millionaires pay less

This Mosman, Sydney, residence was recently listed
on realestate.com.au for sale. During its entire life
cycle, it has never been asked to contribute directly
via levies to the cost of the infrastructure its
inhabitants enjoy. Nor has it had to comply with strict
new building or environmental codes (eg BASIX). The
price of the land on which it sits was not affected by
land release policies which limited the supply of land.
Yet it enjoys the amenity of some excellent inner city
public transport systems, local schools, parks, gardens
and civic facilities. Its owners simply pay council rates
to enjoy these amenities. 

Its sale and purchase, in 2006, is not subject to GST. This property was listed for $1,800,000. The
transaction would generate approximately $84,490 in stamp duty revenue for the NSW State
Government (or 4.69% of the sale price).

SUMMARY: 

House price: $1,800,000
Infrastructure levy? No
Good urban amenity Yes
Total taxes on transfer $84,490
Tax (percent) 4.6%
Subject to BASIX or other compliance? No
Compliance + red tape costs: $0

9 . G e n e r a t i o n a l  f a i r n e s s
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G e n e r a t i o n a l  f a i r n e s s

While young families pay more

This typical housing estate in Sydney's north-west
growth corridor is located over 30 kilometres from the
city. A typical new four bedroom house and land
package will set a young family back $570,240. 

Built into that price are $163,000 worth of housing
taxes - from the GST to stamp duty (developer and
purchaser), land tax (developer), state infrastructure
levy, council infrastructure levy and section 94 charges.
Plus, the cost of the dwelling has been increased by
around $14,000 to comply with BASIX alone, let alone
the raft of other regulatory compliance costs, and the
costs embedded through an inefficient development
assessment system. 

So the battler household pays over $160,000 in taxes and almost $200,000 in total taxes, charges, fees
and compliance costs, which amount to almost 29% of the purchase price (in the case of taxes) and
almost 35% when all government taxes, compliance costs etc are taken into account.  

However, despite this very high level of costs, the immediate neighbourhood is unlikely to enjoy
anything like the urban amenity enjoyed by the residents of the Mosman home.

SUMMARY: 

House price: $570,240
Infrastructure levy? Yes
Good urban amenity Minimal
Total taxes on transfer $163,803
Tax (percent) 29%
Subject to BASIX or other compliance? Yes
Compliance + red tape costs $34,000



Housing affordability is worsening - and rapidly.

Australia is now ranked amongst the least affordable nations in the world when it comes to home
ownership.

While much media and political attention is focused on the role of housing interest rates, these do not
explain the very high costs of housing in Australia.

The root cause of worsening housing affordability lies squarely at the feet of various public policy
settings, identified in this discussion paper.

If these policy settings continue on their present path, there is no question that housing costs will
continue to spiral beyond reach of many Australians.

As this happens, dependency on rental housing will increase. Future generations of Australians will not
be able to afford a home of their own, and will increasingly be consigned to rental housing - and rising
rental costs.

Home ownership will be in the hands of an increasingly elite group of Australians: those wealthy
enough to afford a home and those who bought into the housing market before the affordability crisis
reached a tipping point.

Housing standards will fall - due to price constraints - and new homes will be built on smaller and
smaller lots, with cheaper and cheaper materials to stem the tide of ever increasing government and
regulatory costs.

The signs of a deepening crisis are now evident, and industry groups are united in voicing their
concerns that present policy settings will only lead to a worsening problem.

Failure to act now will leave future generations of young Australians a dismal legacy of housing stress -
in a country which by any other assessment should boast the highest standards of home ownership and
affordability.

1 0 . F a i l i n g  t o  a c t  -  c o n s e q u e n c e s25
Boulevard of broken dreams
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11 . Long  t e rm s t ruc tu ra l  r e l i e f :
t he  so lu t i ons  package

The problems that currently plague housing affordability were created without excessive difficulty, and
can equally be remedied without excessive difficulty.

The prescription for an affordable future relies heavily on three policy fronts:

y Improve Development Assessment

Remove the blockages and improve the governance of Australia’s worsening systems of development
assessment. The Development Assessment Forum – a federally funded initiative supported by all state
governments – has identified a ‘10 Point Plan’ to reform local government development assessment
systems.

The plan has the ‘in principle’ support of State Planning Ministers. It is time to fast track the reforms.

x Ensure adequate land supply to meet demand

Increase competition in the market for new land and move away from heavily prescriptive land use
policies which punish growth. To reduce pressure on land prices, it is essential not only to ensure
adequate total supply volumes, but for governments to understand the need for competition in various
locations and for various types and sizes of lots demanded by Australian households. 

A first step is for state governments to more closely examine their assumptions on available developable
land, and to agree on a consistent methodology for monitoring land supplies. 

There is a role for the COAG to harmonise the methodology of land supply research and to set
standards for national assessments which highlight areas of pending shortfall – before land supply
deficits emerge.

c Fairer funding of infrastructure

The Property Council, along with numerous other leading industry bodies, has long advocated a
disciplined use of public debt to fund essential infrastructure. This approach:

o Spreads the infrastructure burden across the entire community (which benefits from it)

o Spreads the burden across several generations (not just today’s homebuyers) as infrastructure is
generational

o Is funded at a lower economic and social cost than the alternative (forcing home buyers to pay for
the debt through their mortgage)
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For further information

The Residential Development Council is a national policy division of the Property Council of Australia. The
leadership of the Residential Development Council represent the most senior management of Australia's
leading residential housing development companies.

The purpose of the Residential Development Council, established in 2005 at the behest of industry, is to
advance understanding of issues surrounding the efficient and sustainable delivery of housing options for
Australians, and to promote public policy solutions to the many challenges which threaten to undermine
housing affordability.

For further information, please visit the Property Council of Australia website www.propertyoz.com.au 
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