First Home Affordability Report

In July, 2004 the First Home Affordability Report was released.  Areas for reform identified include state property taxes (“tax on tax”), the First Home Owners Scheme and stamp duty. Referring to the grant, a valid point was made that it is almost insignificant amount and much greater effect could be realised if it was linked to the property’s actual value.

Industry response to the report has been quite vocal.  The Property Council of Australia, for example, highlighted several areas from reform including strategic development plans, property tax reform and the reconsideration of investment and development assessment processes.

In addition to calling for a industry forum to be established, the Real Estate Institute of Australia (REIA) welcomed the report but suggested that the federal government is shirking its duties by placing the onus on state governments to assume the bulk of the responsibility in devising and implementing strategies to help make housing more affordable for first time buyers.

Unfortunately, the Federal Government had earlier rejected many of the recommendations made by the productivity commission to ease the housing affordability crisis.  Reform in areas under its direct control such as the first home owners’ scheme, capital gains and negative gearing were rejected earlier by Federal Treasurer, Peter Costello, who claimed there was little the federal government could do to help first home buyers.

Although the Victorian government’s $5,000 grant for first home buyers was lauded, REIA was strongly critical of the NSW government’s attempt to fund stamp duty concessions for new home buyers through investor capital gains and vendor exit taxes.  It did, however, support the federal government’s stance not to change negative gearing and capital gains provisions.

The Housing Industry of Australia (HIA) called for a national housing plan and emphasised the need for all tiers of Australian government to work together to remove the barriers to housing affordability.  Ron Silverberg, HIA’s managing director, said that without long-term planning and evaluation of areas such as improved approval processes, land release strategies, review of tax provisions and appropriate infrastructure, many of the current problems would persist.  He pointed out that it’s been 10 years since there was a national housing survey conducted and ad-hoc decisions in the absence of reliable information cannot be expected to provide.

For more information contact Peter Mullane on 0405 153 090 or email peter@gim.com.au

