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GST CARVE-UP DAMAGING NSW HOUSING AFFORDABILITY

New home buyers and the urban development sector are paying the price for the unfair distribution of GST revenues between the states, according to UDIA NSW Executive Director Dr David Poole.

“While the former NSW Treasurer, Dr Refshauge, brought this problem to light several months ago, today’s report that some states are also receiving huge royalties from the minerals boom adds fuel to the GST fire.

“NSW generates $13 billion in GST revenue yet only receives $10 billion back in Commonwealth Government grants.  It receives just 79 cents back for every $1 in GST.  Its return from the Feds when they carve up the GST pie is 16 percent less than the national average.

“On top of this inequitable situation, today we learn that WA will receive $1.645 billion in minerals royalties this financial year, while Queensland will receive $1.396 billion.  In contrast, NSW will receive $413 million and Victoria just $56 million.

“The residents of Western Australia and Queensland have long been subsidised by the people of New South Wales and Victoria.  The reasons for doing so have long since diminished, yet the historic anachronism of horizontal fiscal imbalance remains.  The outcomes of the minerals boom only pour further salt into the wounds of this financial mess.

“On its own, it is unfair.  When the spillover consequences are considered, though, it looks like grand larceny.

“The primary consequence is that the NSW Government has been forced to rely more heavily on the property industry for tax than it should.  This has progressively become an unhealthy over-dependence and has served to strangle the industry to death and make first homebuyers flee to the more affordable subsidised states.

“One recent study found that 60 percent of all of the profit generated by residential and commercial developments in New South Wales finds its way back to the various levels of government in tax.  With property taxes growing from 18 to 37 percent of the revenues of the NSW Government during the last decade, the industry is being slugged again and again.

“A study commissioned by UDIA in 2003 found that the taxes and charges on a new home in Blacktown were ten times those of an equivalent new home in Adelaide, three and half times those of Perth, almost three times those of Brisbane, and almost twice those of Melbourne.  Our view is that the situation has only worsened in NSW since that time, and will worsen again as the proposed new infrastructure levy is implemented.

“We call on the NSW Government and our state’s State and Federal MPs of all parties to take on this fight to Canberra.  Without progress, the housing and development sector, historically employing around 450,000 people and contributing some $40 billion to state GDP, will remain on its knees for far longer than is acceptable to the people of this state”. 
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