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RISK FREE PROFIT
Speaking at an Urban Development Institute of Australia (UDIA NSW) seminar today, Associate Professor Angelo Karantonis revealed that the three levels of Government receive over 60% of the total money generated by property development.

“The government is taking a risk free ride on the back of property development at the expense of homebuyers and affordability,” said Dr. David Poole, Executive Director of UDIA NSW.

NSW is the most highly taxed state in Australia and property development bears a considerable burden, as it is essentially taxed three ways.  Property is an asset that is both a consumption good and a capital good and accordingly can be taxed as a source of income (consumption) and a form of wealth (capital).  In addition, being an asset, it can also be taxed as a transfer (stamp and vendor duty)
.

The NSW State Government has proven itself too reliant on revenue generated from the property industry,” said Dr. Poole.  “In the NSW budget papers for the 2004-2005 financial year, total property taxation accounted for 36.7% or $5,700 million of total State Government revenue.  In 1995 property taxation accounted for only 18% of total revenue.  The Government has effectively doubled its dependence on property development over the last decade.”

Dr Poole emphasised that the “NSW Government’s over reliance on a cyclical industry is hazardous for the state economy and housing affordability.  It is time that the NSW Government re-evaluated its income expectations from property development.”

Figure 1 describes NSW state tax revenue from 1987/88 to 2004/05.  
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NSW state tax revenue from 1987/88 to 2004/05 (Karatonis)
This level of taxation may have been previously acceptable but in an environment of inflated property prices, complex regulatory hurdles, increasing holding costs and rising interest rates, the government’s taxation and lending policy is significantly damaging the property market in NSW.  UDIA NSW contends that value capture no longer exists in Sydney as englobo land prices have escalated beyond that which the market can sustain.

“It’s not enough for all three levels of Government to point the finger at each other.  They all have their fingers in the pie.  Where is the innovative infrastructure financing that Metro Strategy promised?  The budget must provide some relief or the only place you’ll find affordability in Sydney will be the museum,” said Dr. Poole.
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About the UDIA
The Urban Development Institute of Australia (UDIA) is Australia’s peak representative body for all segments of the urban development industry. Our mission is to promote innovation and best practice for sustainable environments and communities. The UDIA was established in New South Wales in 1963 and operates as a non-profit institute for the benefits of its member’s throughout Australia, with divisions in New South Wales, Queensland, South Australia, Victoria and Western Australia.  For more information, please visit the website, www.udia-nsw.com.au.
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