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Councils and other tiers of gov-
ernment cannot assume captur-
ing value from new housing
developments will be a “magie
pudding” to fund infrastruc-
ture, according to an economic
report funded by the develop-
ment industry.

The report, by economists
Nigel Stapledon and Kevin Fox
from the Centre for Applied
Economic Research at the
University of NSW, warns of

unintended consequences from

the “unco-ordinated attempts
by different levels of govern-
ment” to generate funding by
tapping into the wealth gains.
The report instead says a
broad-based land tax, along the
lines proposed in the Henry Tax
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Review, would be a more effi-
cient and equitable way of
raising finances.

“This is a big debate that's
going to oceur more and more,”
said Chris Johnson, chief exec-
utive of developer group, the
Urban Taskforce.

“There's been a dramatic
excitement level federal, state
and local government that value
capture is going to save the
world.”

Local governments  across
Sydney in particular have been
attempting to procure funds for
infrastructure through
developer and user charges.

But individual policies, such
as a recent push by Parramatta
Council for strong infrastruc-
ture levies, have started to
attract developer retaliation.
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The paper by Dr Stapledon
and Professor Fox argues that
there is an incentive for councils
to rely on development fees and
betterment taxes, but there was
g strong case” for the restric-
tions on council rate increases
to be lifted instead. “It needs to
be recognised that these impact
fees do lead to higher housing
costs,” the paper says.

“The risk is that development
will become uneconomic and
that the outcome will be higher
housing costs.”

Both federal and state gov-
ernments have been promoting
the idea of value capture to-pay
for new rail lines — both heavy
and light rail - in western
Sydney. However, there is as yet
no detail on how value capture
systems in NSW would work.
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"First reveal of Dyidani’s Auto Alley mega development in Parramatta.
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