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Ab o u t  U D IA

V i c t o r i a

The  Victor ian  Div i s ion  of  the  Urban

Deve lopment  Ins t i tute  of  Aust ra l ia

(UDIA  Victor ia )  i s  a  non -prof i t  advocacy ,

research  and  educat iona l  organisat ion .

We  are  supported  by  a  membersh ip  of

land  use  and  property  deve lopment

organisat ions  across  the  pr ivate  sector

and  Victor ia ’s  publ ic  serv ice .  We  are

committed  to  work ing  with  both

indust ry  and  Government  to  del i ver

hous ing ,  in f ras t ructure  and  l i veable ,

af fordable  communit ies  fo r  a l l

V ic tor ians .  

UDIA  Victor ia  cons iders  hous ing

af fordabi l i t y  to  be  essent ia l  to  Victor ia ’s

product iv i ty  and  l i veabi l i t y .  Our  ef for ts

to  improve  hous ing  af fordabi l i t y  seek  to

support  secure  home  purchases  and

guarantee  ongoing  employment  fo r

hundreds  of  thousands  of

V ictor ians  –  those  work ing  in  the

bui ld ing ,  const ruct ion  and  deve lopment

indust ry ,  as  wel l  as  in  re lated  serv ice

indust r ies  inc luding  the  planning ,

l ega l ,  f inanc ia l ,  env i ronmenta l

management ,  engineer ing  and

consul t ing  sectors .

The  cost  of  hous ing  i s  one  of  Victor ia ’s

b iggest  chal lenges ,  but  i t  doesn ' t  have

to  be  that  way .  We  are  committed  to

in f luenc ing  bold ,  fo rward - th ink ing

Government  pol icy  that  reduces  the  cost

o f  new  hous ing  fo r  a l l  Victor ians .  

HOUSING  IS  OUT  OF

REACH  FOR  TOO

MANY  VICTORIANS .

WE  ARE  WORKING

HARD  TO  CHANGE

THAT .

#MakeHousingAffordable

THE HIDDEN COST OF HOUSING
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THE HIDDEN COST OF HOUSING:  EXECUTIVE SUMMARY

exe c u t i v e  s u m m a ry

WHEN  VICTORIANS  BUY  A  NEW  RESIDENTIAL

PROPERTY ,  19 -34%  OF  THEIR  PURCHASE  PRICE  IS

DRIVEN  BY  GOVERNMENT  TAXES  AND  CHARGES .

UDIA  Victor ia ’s  The Hidden Cost  of  Housing  research  highl ights

how  much  of  a  new  home  purchase  pr ice  i s  att r ibutable  to

Commonweal th ,  State  and  Loca l  Government  taxes ,  charges  and

lev ies .

The  research  shows  that  government  charges  cost  up to  34% of
a  local  homebuyer 's  purchase pr ice  of  a  new  res ident ia l  lo t  or

dwel l ing ,  depending  on  the  c i rcumstances  of  the  homebuyer  and

the  property  they  are  buy ing .

Tak ing  interest  costs  in to  account ,  the  research  f inds  that  the

large  up - f ront  cost  impost  then  s i t s  in  the  homebuyer ’s  mortgage ,

adding  s ign i f icant ly  to  the  length  and  cost  of  the i r  mortgage .    

In  most  cases ,  the  tota l  cost  of  government  taxes ,  charges  and

lev ies  on  homebuyers  i s  higher  than the developer ’s  prof i t  –  a

f ind ing  that  disproves  the  v iew  that  home  pr ices  are  high  because

deve loper  prof i t  margins  are  high .  

Foreign homebuyers  pay up to  40% more in  taxes  and charges
than  domest ic  homebuyers   in  the  examined  scenar ios .  This  i s  an

issue  part icu lar l y  i f  the  fo re ign  buyer  l a ter  se l l s  to  a  domest ic

purchaser  at  a  pr ice  that  re f lect  the  higher  pr ice  they  paid .

The  approach  in  th i s  report  has  been  del iberate ly  conservat i ve

with  several  taxes  and charges  excluded .  The  cost  to  buyers  and

pressure  on  deve lopment  feas ib i l i t y  i s  there fore  expected  to  be

much  higher  in  many  c i rcumstances .  

In  conclus ion ,  government  taxes  and charges  have a  real
impact  on the cost  of  housing in  Victor ia .
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THE HIDDEN COST OF HOUSING:  EXECUTIVE SUMMARY

CURRENT  SYSTEM  IS  NOT  CONDUCIVE  TO
HOUSING  AFFORDABILITY

The  res ident ia l  deve lopment   indust ry  creates  homes  fo r  Victor ians

and  del i vers  important  economic  act iv i ty  across  the  s tate .  

This  act iv i ty  i s  re l iant  on  two  key  factors :  

1 .  Development  must  be  commerc ia l l y  v iab le ;  and  

2 .  The  res ident ia l  product   (homes )  del i vered  to  market  must  be

re lat i ve ly  af fordable  fo r  homebuyers  with  di f fe rent  incomes .    

UDIA  Victor ia 's  research  shows   these  key  factors  are  not  being

achieved  in  l a rge  segments  of  the  market .  One  of  the  key  dr ivers  of

th i s  imbalance  i s  the  hidden  cost  of  hous ing ,  imposed  by  taxat ion ,

regulatory  charges  and  deve lopment  delays  which  reduce  feas ib i l i t y

and  increase  the  purchase  pr ice .

UDIA  VICTORIA  RECOMMENDATIONS  

Reform development  taxes ,  charges ,  lev ies  and fees  
The  f ind ings  of  th i s  research  c lear ly  demonst rate  that  the  cur rent  tax

mix  hurts  homebuyers  at  a l l  income  leve l s  and  c i rcumstances .  

We  urge  the  State  Government  to  cons ider  ta rgeted  adjustments  to

taxes ,  which  may  achieve  two  goals  by  s t imulat ing  greater

t ransact ions  through  a  demand  response ,  whi le  reduc ing  the  cost  of

hous ing .  Cost  reduct ion  measures  should  be  cons idered  fo r  buyers

and  the  deve lopment  process .  Addit iona l l y ,  in  cons ider ing  re form

opt ions ,  Government  should  apply  a  whole -of -government  approach

by  acknowledging  the  tota l  range  of  cost  dr ivers  impact ing  on

hous ing ,  inc luding  GST ,  loca l  government  charges ,  delays  in  approva l

processes  and  var ious  new  planning  pol icy  measures .

Morator ium on new taxes  and charges  
   

Government  must  recognise  that  the  deve lopment  indust ry  i s  unable

to  absorb  any  addi t iona l  taxes  or  charges ,  without  pass ing  the  added

cost  impost  s t ra ight  onto  homebuyers .  Any  addi t iona l  taxes  and

charges  imposed  by  governments  should  there fore  be  cons idered  a

cost  to  homebuyers .  Given  decl in ing  purchas ing  power ,  there  i s  a

st rong  case  fo r  a  morator ium  on  new  taxes  and  charges .    

Plan  for  growth 
In  the  cur rent  env i ronment  we  r i sk  fac ing  a  dramat ic  reduct ion  in

hous ing  supply ,  that  could  feed  in to  the  fo l lowing  two  or  three  years .

This  wi l l  impact  on  hous ing  choice  and  af fordabi l i t y  when  populat ion

growth  and  immigrat ion  s tab i l i se  fo l lowing  the  COVID - 19  pandemic

per iod .

4UDIA  VICTORIA ,  JULY  2020



THE HIDDEN COST OF HOUSING:  EXECUTIVE SUMMARY

RISKS  TO  VICTORIA  OF  NOT  REDUCING  THE
HIDDEN  COST  OF  HOUSING

01 Affordability, buyer behaviour and housing choice

Ongoing  increases  to  the  cost  of  deve lopment ,  dr iven  by

taxes  and  charges ,  cannot  feas ib ly  be  car r ied  by  the

deve lopment  sector ,  There fore ,  many  government  taxes  and

charges  on  deve lopment  are  ul t imate ly  paid  by  homebuyers .

This  has  impacts  on  af fordabi l i t y ,  buyer  behav iour ,  hous ing

choice  and  creates  f inanc ia l  s t ress  fo r  many  Victor ians .

02 Government’s tax revenue base

A  high  property  tax  base  makes  an  increas ing  number

of  pro jects  unfeas ib le .  High  taxes  act  as  a  hal t  on

deve lopment ,  weakening  the  tax  revenue  base  used  to  fund

state  serv ices    and   in f ras t ructure .

03 Key workers

High  taxes  and  charges  that  dr ive  up  the  cost  of  hous ing  l ead

to  uncompet i t i ve  home  pr ices  and  renta l  accommodat ion .

This  could  l imi t  af fordable  hous ing  that  meets  the  needs  of  

 populat ion  growth  which  could  const ra in  the  numbers  of

key  workers  coming  to  Victor ia ,  inc luding  teachers ,  nurses

and  emergency  serv ice  workers .

04 Domestic and foreign students

High  hous ing  costs  dr iven  by  taxes  and  charges  impacts  on

the  att ract i veness  of  Victor ia  fo r  domest ic  and  fo re ign

students  –  one  of  our  key  export  markets  and  a  pr imary

indust ry  sector  fo r  the  s tate .

05 Public housing and human services

Growing  hous ing  costs  wi l l  ind i rect ly  dr ive  up  costs  across  a

range  of  State  Government  port fo l ios   –  fo r  example ,

unaf fordable  hous ing  i s  l i ke ly  to  cause  an  increas ing  number

of  people  to  requi re  Government  support  through  the  publ ic

hous ing  and  human  serv ices  sys tem .
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MARIA: 1ST HOMEBUYER, SINGLE PARENT, KEY

WORKER

Income: $90,000 pa
Buying: 200m2 lot in growth areas
Approx. purchase price: $200,000
Taxes & charges: $62,480 + interest 
Developer profit: $25,136
29% of Maria's purchase price is driven by taxes and
charges.

TOM & EMILY: 2ND HOMEBUYER, FAMILY OF 4

Income: $135,000 pa combined
Buying: 400m2 lot in growth areas
Approx. purchase price: $315,000
Taxes & charges: $106,314 + interest
Developer profit: $36,050
34% of Tom and Emily's purchase price is driven by
taxes and charges.

SAM: SINGLE DOWNSIZER, RETIRED

Income: $50,000 pa (super)
Buying: Off-the-plan 2 bed, 1 bath apartment 
Approx. purchase price: $685,000
Taxes & charges: $131,765 + interest
Developer profit: $77,363
19% of Sam's purchase price is driven by taxes
and charges.

The Hidden Cost of Housing research is based on different buyer
profiles that represent a cross-section of Victoria's home buyers. 

THE HIDDEN COST OF HOUSING:  EXECUTIVE SUMMARY

HOME  BUYER  PROFILES

6UDIA  VICTORIA ,  JULY  2020

Victor ian homebuyers  are  paying too much in  government  taxes
and charges .

#MakeHousingAffordable
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STEVE & MELISSA: INVESTOR FAMILY

Income: $160,000 pa (combined)
Buying: Off-the-plan 2 bed, 2 bath investment
apartment
Approx. purchase price: $685,000
Taxes & charges: $131,765 + interest
Developer profit: $77,363
19% of Steve and Melissa's purchase price is
driven by taxes and charges.

THE HIDDEN COST OF HOUSING:  EXECUTIVE SUMMARY

BUYER  PROFILES

CON: OWNER/BUILDER, BUILDS 2 

TOWNHOUSES PER YEAR

Buying: Site in an established suburb; fund
construction himself
Approx. purchase price: $1.4m
Taxes & charges: $299,491 + interest
Developer profit: $159,685
21% of Con's purchase price is driven by taxes
and charges.

7UDIA  VICTORIA ,  JULY  2020

FAITH: FOREIGN STUDENT

Buying: Off-the-plan 2 bed, 2 bath investment
apartment
Approx. purchase price: $685,000 + $55,000
surcharge duty = $740,000
Taxes & charges: $183,958
As a foreign resident, Faith will pay 40% more on
taxes and charges than an Australian investor
family purchasing the same property. 

Victor ian homebuyers  are  paying too much in  government  taxes
and charges .

#MakeHousingAffordable

19%

21%

+40%



COVID - 19  has  exacerbated  the

ex i s t ing  hous ing  af fordabi l i t y

cha l lenges  faced  by  Victor ia 's

homebuyers .  As  unemployment

and  under -employment  r i ses ,  and

purchaser  f inance  becomes

harder  to  obta in ,  i t  i s  t ime  fo r

Government  to  address  the

mass ive  f inanc ia l  hurdles

b lock ing  Victor ians  f rom  buy ing  a

home .

The  cost  of  hous ing  i s

s ign i f icant ly  increased  by

government  taxes  and  charges  on

the  deve loper ,  in  addi t ion  to

taxes  and  charges  paid  by

homebuyers  as  part  of  the i r

acquis i t ion  and  ongoing

ownersh ip  of  a  property .  

Other  costs  inc lude  l and

acquis i t ion  costs ,  const ruct ion

and  f inanc ing  costs ,  pro ject

prof i t  and  market ing .

Through  th i s  research ,  we  have

found  that  government  taxes  and

charges  can  cost  the  equiva lent

of  one third  of  the purchase
pr ice  of  a  new  home  in  Victor ia .

These  costs  are  of ten  hidden ,  and

have  to  be  funded  by  a

homebuyer 's  mortgage  and  paid

back  over  t ime .  

There ’s  never  been  a  better  t ime

to  get  rea l  about  the  high  cost  of

hous ing  in  Victor ia .  We  need

radica l  change  to  the  s tate

taxat ion  sys tem  –  change  that

supports  homebuyers  and  the

bui ld ing ,  const ruct ion  and

deve lopment  indust ry  so  i t  can

cont inue  to  support  our  economy

and  welcome  Victor ians  in to  the

hous ing  market .  

Hous ing  af fordabi l i t y  wi l l  be

cr i t ica l  to  keeping  Victor ians

owning  and  rent ing  the i r  own

homes  –  and  of f  the

government ’s  soc ia l  and

af fordable  hous ing  wait ing  l i s t s .

HOUSING  AFFORDABIL ITY  WILL  BE  CRITICAL  TO  KEEPING

VICTORIANS  OWNING  AND  RENTING  THEIR  OWN  HOMES  –  AND  OFF

THE  GOVERNMENT ’S  SOCIAL  AND  AFFORDABLE  HOUSING  WAITING

LISTS .

THE HIDDEN COST OF HOUSING

h o u s i n g

a f f o r d a b i l i ty  

8UDIA  VICTORIA ,  JULY  2020
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THE  HOMES  FOR  VICTORIANS

STRATEGY  RELEASED  BY  THE

VICTORIAN  GOVERNMENT  IN  2017

STATES  THE  FOLLOWING :

Recent data shows the problem is growing.
Median house prices in Melbourne have risen by
over 40 per cent since 2012. 

Metropolitan Melbourne house prices have risen
to $610 000 and unit prices to $490 000 for the
June Quarter 2016. 

Melbourne continues to have the highest home
prices after Sydney. From 2005 to 2015, the
median sale price of housing across regional
Victoria increased 49 per cent, from $206 000 to
$307 500. 

At the same time unit prices in regional Victoria
rose 32 per cent, from $190 000 to $251
000. These increases are having a real impact
on the ability of Victorians to buy a home. 

From 1994-95 to 2013-14, home ownership rates
dropped from 76 per cent to 69 per cent of
Victorian households.  

The price growth is having the biggest impact
on our young, with the decline in home
ownership rates steepest among Victorians
aged 25 to 34.5.

THE HIDDEN COST OF HOUSING

h o m e s  f o r

v i c t o r i a n s
VICTORIAN  GOVERNMENT ,  2017

9UDIA  VICTORIA ,  JULY  2020



THE HIDDEN COST OF HOUSING

i m p a c t  o f

c o r o n a v i r u s

A  good  port ion  of  the  cur rent  res ident ia l  const ruct ion  act iv i ty  was

generated  f rom  property  sa les  which  occur red  over  the  past  two

years .  

Fol lowing  a  per iod  of  his tor ica l l y  lower  act iv i ty  due  to  severa l

factors ,  sa les  had  only  recent ly  s tar ted  to  bui ld  aga in .  Now  COVID -

19  has  compromised  buyer  conf idence  and  the i r  abi l i t y  to  access

f inance .  New  home  sa les  have  dropped  s ign i f icant ly ;  th i s  wi l l  f low

through  to  reduced  c iv i l  and  home  bui ld ing  const ruct ion  act iv i ty ,

which  may  resu l t  in  thousands  of  jobs  being  los t  in  the  2020 -21

f inanc ia l  year .  Res ident ia l  property  and  l and  sa les  -  which  dr ive

const ruct ion  -  may  be  so f t  fo r  some  t ime .  

Immigrat ion  has  been  the  s ing le  biggest  dr iver  of  res ident ia l

market  sa les  in  recent  years .  For  obv ious  reasons ,  immigrat ion  has

ceased  and  may  not  normal i se   fo r  some  t ime .  Overseas  s tudent

intake  change  wi l l  be  a  second  factor  that  wi l l  impact  some

markets .  

There  i s  a  r i sk  that  when  buyer  conf idence  s tar ts  to  recover ,  the

impact  of  the  s ta l led  immigrat ion  wi l l  be  fe l t ,  which  wi l l  mean

res ident ia l  markets  make  take  an  ext ra  12  to  18  months  to  recover .

As  a  major  plank  of  the  Victor ian  economy ,  the  hous ing  sector  has

been  negat ive ly  impacted  by  COVID - 19  and  the  pandemic  has

drast ica l l y  changed  the  market  and  bus iness  condi t ions  as  fo l lows :  

“On the 2018-2019  year  for  net  overseas  migrat ion,  we’re
expect ing just  over  a  30 per  cent  fa l l  in  2019-2020,  the current
f inancial  year .  And in  2020-2021 ,  an 85  per  cent  fa l l -of f  those
2018-2019  levels  as  wel l . ”    

SCOTT MORRISON,  PRIME MINISTER OF AUSTRALIA,
2  MAY 2020 

10UDIA  VICTORIA ,  JULY  2020



THE HIDDEN COST OF HOUSING

k ey

c o n c l u s i o n s

The  mix  of  ex i s t ing  taxes  and

charges  l ev ied  on

deve lopment  and  on

homebuyers ,  has  a  mater ia l

impact  on  the  abi l i t y  of

d i f fe rent  buyers   to  enter  the

hous ing  market  and  buy

property  that  su i t s  the i r  needs

and  f inanc ia l  c i rcumstances .

The  cost  of  taxes  and  charges

s i t  with in  a  mortgage  and  i s

pa id  back  over  t ime .  This  adds

s ign i f icant ly  to  the  s ize  of  the

homebuyer  mortgage .  

Whi le  in terest  ra tes  are

cur rent ly  at  record  lows ,  any

movement  upwards  to

normal i sed  in terest  ra tes

would  have  a  l a rge  impact  on

the  in terest  payable  on  a

mortgage ,  and  on  the

component  of  costs  which

compr ise  government  taxes

and  charges .

UDIA  Victor ia ’s  Hidden Cost  of
Housing   report  demonst rates

that  government   taxes ,

charges  and  l ev ies   imposed  on

the  product ion  of  new

hous ing ,  have  a  tangib le

and  s ign i f icant  impact  on

hous ing  af fordabi l i t y .    

Key conclus ions :  

Fore ign  buyers  pay  addi t iona l

taxes  and  charges .  For

example ,  a  fo re ign  buyer

purchas ing  an  of f - the -plan  2

bedroom ,  2  bathroom

apartment  wi l l  pay

approx imate ly  $52 , 193  more

than  a  domest ic  investor

would  pay  fo r  the  same

property .  I f  the  fo re ign  buyer

se l l s  to  a  domest ic

purchaser  at  a  l a ter  date ,  the

sa le  pr ice  could  be  higher  to

re f lect  the  pr ice  paid  by  the

fore ign  buyer  on  the  or ig ina l

purchase .

State  and  loca l  governments

should  be  caut ious  about

assuming  that  major

in f ras t ructure  can  be  funded

with  new  taxes  on  property ,  or

other  measures  such  as  va lue

capture  without  s ign i f icant ly

increas ing  the  cost  of  hous ing .

The  key  dr ivers  of  high  home

pr ices  are  the  cost  of

deve lopment ,  brought  on  by

taxat ion ,  regulatory  charges

and  deve lopment  delays  which

reduce  feas ib i l i t y  and  increase

the  purchase  pr ice .

1 1UDIA  VICTORIA ,  JULY  2020



THE HIDDEN COST OF HOUSING

The  cur rent  tax  sys tem  i s

s ign i f icant ly  compromis ing

economic  act iv i ty  by  lock ing

more  Victor ians  out  of  the

hous ing  market .

Taxes  and  charges  that

contr ibute  to  the  cost  of

produc ing  hous ing ,  e i ther

increase  the  pr ice  of  the  end

hous ing  product ,  or  reduce  the

land  pr ice  a  deve loper  can  pay

f rom  the  or ig ina l  owner .

The  bus iness  model  support ing

res ident ia l  deve lopment

re f lects  s ign i f icant  pro ject  r i sk

and  high  costs  of  f inance  that

deve lopers  must  assume  to

del i ver  a  pro ject ,  as  wel l

as  of ten  low  margins .

The  high  cost  of  produc ing

hous ing  does  not  automat ica l l y

reduce  under ly ing   l and  va lues .

In  contrast ,  where  the  cost  of

produc ing  hous ing  i s  high ,

res ident ia l  deve lopment  may

no  longer  be   the  highest  and

best  use ,  and  the  l and  may

cont inue  to  be  used  fo r

another  purpose  despi te  a

res ident ia l  zoning .  This  dr ives

an  overa l l  reduct ion  in  the

supply  of  new  hous ing .

High  taxes ,  charges  and

delays   through  the  planning

and  deve lopment  approva l

process   reduce  hous ing  supply

by  increas ing  r i sk ,  reduc ing

returns  and  making  some  types

of  deve lopment  unfeas ib le .

   

The  high  cost  of  hous ing  in

V ictor ia  pushes   lower   income

segments  out  of  the  pr ivate

buyer  and  renta l  market  and

into  the  af fordable  hous ing

market .

I f  taxes  and  charges  are

increased  fu r ther  due  to

bracket  creep  or  new  taxes  and

charges  being  in t roduced ,

res ident ia l  deve lopment  may

not  be  the  highest  and  best

use  of  the  l and  and  urban

renewal  areas  and  pr ior i ty

prec incts  may  l ay  dormant .

I f  the  cost  of  produc ing

hous ing  i s  so  high ,  that

the  sys tem  reduces  af fordable

hous ing  supply ,  Government

wi l l  need  to  play  a  greater  and

more  del iberate  ro le  in   funding

and  support ing  af fordable  and

soc ia l  hous ing .

Port fo l ios  such  as  jus t ice ,

heal th  and  educat ion  can  be

impacted  (and  the  cost  of

de l i ver ing  these  serv ices  to  the

community ) ,  i f  hous ing  needs

are  not  met  due  to  a  l ack  of

a f fordable  hous ing  supply .
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Are  broadly  representat i ve  of  segments  of  the  res ident ia l  purchaser

market  in  Victor ia ;  and  

Represent  a  range  of  scenar ios  f rom  purchas ing  new  res ident ia l  l and

in  Melbourne ’s  growth  areas ,  to  new  dwel l ings  in  establ i shed  areas .    

This  report  seeks  to  quant i f y  the  typ ica l  government  taxes ,  charges  and

lev ies  assoc iated  with  del i ver ing  new  res ident ia l  lo ts  in  Melbourne ’s

growth  areas ,  or  new  dwel l ings   ( townhouses  and  apartments )   in

establ i shed  areas .  I t  i s  a  conservat i ve  est imate ,  and  does  not  extend  to

a l l  taxes ,  charges ,  l ev ies  and  costs  assoc iated  with  the  planning  and

deve lopment  approva l  process .  This  i s  because  i t  i s  di f f icu l t  to  achieve

uni formity  across  a l l  taxes ,  charges ,  l ev ies  and  costs .

The  report  ca lcu lates  government  taxes ,  charges  and  l ev ies  as  a

percentage  of  the  tota l  cost  of  the  l and  or  dwel l ing  to  demonst rate  the

af fordabi l i t y  impacts  across  var ious  buyer  prof i les .  These  buyer  prof i les

are  examples  only  and  do  not  represent  a l l  buyer  prof i les .

Five buyer  prof i les  are  depicted that :  

The  buyer  prof i les  and  broad  assumpt ions  are  re lated  to  examples

located  with in  40km  f rom  CBD .  The  cost  inputs  in to  each  buyer  prof i le

have  been  peer  rev iewed  fo r  accuracy  by  res ident ia l  deve lopment

pract i t ioners  operat ing  in  Melbourne ’s  growth  areas  and  establ i shed

areas .  

This  process  conf i rmed  the  f igures  used  fo r  the  taxes ,  charges  and

lev ies ,  and  that  the  deta i led  assumpt ions ,  are  a  reasonable

representat ion  of  rea l  pro jects .

THE HIDDEN COST OF HOUSING

m e t h o d o l o gy  a n d

a s s u m p t i o n s
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THE HIDDEN COST OF HOUSING

GOVERMENT TAXES AND CHARGES

INCLUSIONS  AND  EXCLUSIONS

14

Developer  l and  tax  

Stamp  duty  ( twice  being  paid  once  by  the  deve loper  and  once  by

the  homebuyer )

Fore ign  buyer  surcharge  on  s tamp  duty

GST

Growth  Area  In f ras t ructure  Contr ibut ion

Inf ras t ructure  Contr ibut ions

Deve loper  counc i l  ra tes

Open  Space  Levy

Metropol i tan  Planning  Levy

Statutory  ut i l i t y  charges

In f ras t ructure  Contr ibut ion  Plans  fo r  Strateg ic  Development  Areas

Impacts  of  the  Better  Apartment  Des ign  Guide l ines  

Cost  increases  assocated  with  the  Melbourne  Strateg ic  Assessment

and  Biodivers i ty  Conservat ion  Strategy

Cladding  Rect i f icat ion  Bui ld ing  Permit  Levy

An  amendment  to  the  Dut ies  Act  2000  which  means  Development

Agreements  att ract  s tamp  duty  (2019 )

An  amendment  to  the  Land  Tax  Act  2005  changed  the  method  fo r

apply ing  l and  tax  to  pr imary  product ion  l and  (2019 )

Taxes  and  charges  that  apply  post  homebuyer  acquis t ion  

UDIA  Victor ia  has  taken  a  del iberate ly  conservat i ve  approach  in

quant i f y ing  the  tota l  amount  of  government  taxes  and  charges .  This
should assure  government  decis ion-makers  that  our  scenar ios  in
no way resemble  a  worst-case scenar io ,  and  in  fact  represent  an

opt imis t ic  depict ion  of  the  impact  that  taxes  and  charges  have  on

homebuyers .  

We  have  not  inc luded  the  impacts  of  a l l  taxes  and  charges .

Part icu lar l y ,  we  have  exc luded  those  that  are  re lat i ve ly  var iab le  in

nature  and  in  appl icat ion  to  ind iv idua l  deve lopment  s i tes ,  some  that

have  recent ly  been  in t roduced ,  and  those  which  are  expected  to  be

int roduced  or  take  ef fect  in  2020 .  

Government  taxes  and charges  inc luded in  th is  study:

Samples  of  some of  the i tems we have excluded inc lude:  

UDIA  VICTORIA ,  JULY  2020



THE HIDDEN COST OF HOUSING

OVERVIEW  OF  KEY  ASSUMPTIONS
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Developer  costs  inc ludes  l and  acquis i t ion ,  const ruct ion ,

and  deve loper  margin

FHB  =  F i r s t  homebuyer



The  f i r s t  home  buyer ,  who  i s  a  s ing le

parent  and  a  key  worker ;

A   fami ly  with  two  key  worker  parents ;

A  s ing le  downs izer ;

An  investor  fami ly ;  and

A  bui lder .

UDIA  Victor ia  has  analysed  the  impact  of

government  taxes ,  charges  and  l ev ies  on  a

range  of  di f fe rent  buyer  prof i les  to

demonst rate  the  cost  of  these  charges  to

the  rea l  people  who  are  buy ing  new  homes .

The  report   inc ludes  f i ve  buyer  prof i les  which

are  broadly  representat i ve  of  segments  of

the  res ident ia l  purchaser  market  being :

Fore ign  buyers  are  a lso  cons idered  in  the

analys i s  under  var ious  scenar ios ,  and  the

s ix th  buyer  prof i le  focuses  on  a  fo re ign

buyer .

In  addi t ion ,  the  assessment  cons iders  the

impact  of  taxes  and  charges  on  the  s ize  of  a

mortgage  and  long - te rm  in terest  costs .

These  buyer  prof i les  are  in tended  to  prov ide

context  fo r  the  debate  regard ing  hous ing

supply ,  hous ing  af fordabi l i t y ,  and  key  pol icy

set t ings  impact ing  the  cost  of  del i ver ing

new  dwel l ings .

This  research  quant i f ies  how  these  costs

compare  to  the  overa l l  in i t ia l  cost  of  buy ing

a  lo t  or  dwel l ing .

THE HIDDEN COST OF HOUSING

THE AMOUNT THAT TAXES,  CHARGES,  LEVIES AND FEES ADD
TO THE COST OF HOUSING IS  S IMPLY TOO MUCH FOR
HOMEBUYERS TO CARRY.

16

b uye r  p r o f i l e s
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$43,210 of taxes and charges paid

by the developer and passed on to

the buyer.

$19,271 of taxes paid directly by the

buyer as part of the transaction.

Total taxes and charges of
$62,480.

These costs are significantly  

 higher than the developer  
 profit of $25,136 on this project.

As part of Maria's acquisition of a

200m2 block of land in the growth

areas at a price of approximately

$200,000, she will face a total mix of

costs including:

In addition, to fund the total taxes and charges, she would face a total interest cost
on a 30-year mortgage at 3.5% of approximately $42,123.

What if? If Maria was not a first homebuyer, the total tax cost directly paid by her

and passed on by the developer amounts to $70,269. 

What if? If Maria was a foreign resident, she would face a total tax and charges cost

of $85,624.

Maria

Maria is a single parent and key worker who earns
an annual income of $90,000. 

Maria is a first homebuyer; buying a 200m2 lot in
the growth areas with a budget of $200,000 for
the lot. 

taxes & interest paid by MARIA 

(1st home buyer)

THE HIDDEN COST OF HOUSING

BUYER PROFILES
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29%
The equivalent of 29% of Maria's purchase

price is driven by taxes and charges.



In addition, to fund the total taxes and charges, Tom & Emily would face a total

interest cost on a 30-year mortgage at 3.5% of approximately $69,149.

What if? If they were first homebuyers, the total tax cost directly paid by them and

passed on by the developer amounts to $93,003.

What if? If they were foreign residents, they would face a total tax and charges cost

of $127,786.

As part of Tom & Emily’s acquisition

of a 400m2 block of land in the

growth areas at an approximate

price of $315,000, they will face a

total mix of costs including:

$65,364 of taxes and charges paid by

the developer and passed on to the

buyer.

$40,951 of taxes paid directly by the

buyer as part of the transaction.

Total taxes and charges of
$106,314.

These costs are significantly     

 higher than the developer profit of
$36,050 on this project.

 

Tom and Emily are schoolteachers with two kids
and a combined annual income of $135,000.

They are purchasing their second home; a
400m2 lot in the growth areas with a budget of
$315,000 for the lot.

34%

taxes & interest paid by Tom & Emily 

(2nd home buyer)

THE HIDDEN COST OF HOUSING
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BUYER PROFILES

tom & emily

The equivalent of 34% of Tom and Emily's

purchase price is driven by taxes and

charges.



$36,570 of taxes and charges paid

by the developer and passed on to

the buyer.

$95,195 of taxes paid directly by the

buyer as part of the transaction.

Total taxes and charges of
$131,765

These costs are significantly   

 higher than the developer    
 profit of $77,363 on this project.

As part of Sam’s acquisition of a 73m2

unit in an established area  at an

approximate price of $685,000, he will

face a total mix of costs including:

In addition, to fund the total taxes and charges outlined above, Sam would face a

total interest cost on a 30-year mortgage at 3.5% of approximately $84,841.

What if? If the new stamp duty provisions on Development Agreements applied, it is

estimated that the total taxes and charges faced by Sam would increase to $134,701. 

What if? If Sam was a foreign resident, he would face a total tax and charges cost of

$183,958.

BUYER PROFILES

taxes & interest paid by sam 

(2nd home buyer)

THE HIDDEN COST OF HOUSING
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Sam is a single downsizer with an annual income
of superannuation of $50,000.

Sam is looking for an off-the-plan 2 bedroom, 1
bathroom apartment with a budget of $685,000.

19%

sam

The equivalent of 19% of Sam's purchase

price is driven by taxes and charges.



In addition, to fund the total taxes and charges outlined above, Steve & Melissa would

face a total interest cost on a 30-year mortgage at 3.5% of approximately $84,841.

What if? If the new stamp duty provisions on Development Agreements applied, it is

estimated that the total taxes and charges would increase to $134,701.

What if? If the buyer was a foreign resident, they would face a total tax and charges

cost of $183,958.

It is worth noting that Steve and Melissa would also incur a land tax cost of

approximately $1,500 each year post acquisition.

$36,570 of taxes and charges paid by

the developer and passed on to the

buyer.

$95,195 of taxes paid directly by the

buyer as part of the transaction.

Total taxes and charges of $131,765

These costs are significantly       

 higher than the developer        
 profit of $77,363 on this project.

As part of Steve & Melissa’s acquisition of

an investment unit in an established

area at an approximate price of

$685,000, they will face a total mix of

costs including:

Steve and Melissa are a couple with kids, looking
for an investment property.

On a combined annual income of $160,000, they
are looking for an off-the-plan 2 bedroom, 2
bathroom investment apartment with a budget of
$685,000.

BUYER PROFILES

taxes & interest paid by steve & Melissa 

(2nd home buyer)

THE HIDDEN COST OF HOUSING
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19%

steve & melissa

The equivalent of 19% of Steve & Melissa's

purchase price is driven by taxes and

charges.



In addition, to fund the total taxes and charges outlined above, Con would face a total

interest cost on a 30-year mortgage at 3.5% of approximately $188,254.

What if? If the new stamp duty provisions on Development Agreements applied, it is

estimated that the total taxes and charges faced by the buyer would increase to

$312,703. 

What if? If the buyer was a foreign resident, they would face a total tax and charges

cost of $407,224.

$102,999 of taxes and charges paid by

the developer and passed on to the

buyer.

$196,492 of taxes paid directly by the

buyer as part of the transaction. 

Total taxes and charges of $299,491.

These costs are significantly higher

than the developer profit of
$159,685 on this project. .

As part of Con's buyer acquisition of a

townhouse at an approximate price of

$1.4m he will face a total mix of costs

including:

Con is an owner builder who builders two 
townhouses per year.

Con’s business model is to acquire a site in 
established suburb at a cost of $1 million and fund 
the construction himself for approximately 
$400,000.

BUYER PROFILES

taxes & interest paid by con 

(2nd home buyer)

THE HIDDEN COST OF HOUSING
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21%

con

The equivalent of 21% of Con's purchase

price is driven by taxes and charges.



Faith is a single student looking to buy a property
that she can use when she studies in Melbourne.

She is looking for an off-the-plan 2 bedroom, 2
bathroom apartment with a budget of $740,000.

As a foreign resident, Faith

would face total tax and
charges cost of $183,958.

As an Australian investor

family, Steve and Melissa

would face total taxes and

charges of $131,765 when

buying exactly the same

property as Faith.

That means Faith would
pay $52,193 more in taxes

and charges, than Steve and

Melissa (39.6% more). 

If Faith later sells to a

domestic purchaser, the sale

price could be higher to

reflect the higher price she

paid on the apartment. 

taxes & interest paid by faith (foreign buyer), 

compared with steve & Melissa (2nd home buyer)

THE HIDDEN COST OF HOUSING

BUYER PROFILES

22UDIA  VICTORIA ,  JULY  2020

+40%

faith

As a foreign resident, Faith will pay 40%

more on taxes and charges than an

Australian investor family purchasing the

same property.



Summary of impacts

The outputs below summarise the mix of costs paid by a buyer as part of their

property acquisition in a growth area . The costs include taxes and regulatory

charges paid by the developer and passed on to the buyer including costs of

delayed planning . These are combined with stamp duty , land tax , GST and

rates . 

It should be noted that other costs including the impact of recent changes to

planning regulations together with environmental offsets and additional

development contributions in priority precincts are not included . We are
therefore presenting a conservative picture of the impacts. 

g r owt h  a r e a s  v s

e s t a b l i s h e d  a r e a s

THE HIDDEN COST OF HOUSING

COST  OF  TAXES  AND  REGULATION  BY

BUYER  PROFILES  IN  THE  GROWTH  AREAS

The equivalent of 29% of buyer costs

(purchase price plus transaction costs

= $62 ,480) is driven by taxes and

charges .

The equivalent of 34% of buyer costs

(purchase price plus transaction costs

= $106 ,314) is driven by taxes and

charges .

MARIA
1ST  HOMEBUYER,  S INGLE
PARENT,  GROWTH AREA

TOM & EMILY
2ND HOMEBUYER,  FAMILY OF 4 ,
GROWTH AREA
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Summary of impacts

The outputs below summarise the mix of costs paid by a buyer as part of their

property acquisition in an established area . The costs include taxes and

regulatory charges paid by the developer and passed on to the buyer

including costs of delayed planning . These are combined with stamp duty ,

land tax , GST and rates .

THE HIDDEN COST OF HOUSING

COST  OF  TAXES  AND  REGULATION  BY

BUYER  PROFILES  IN  ESTABLISHED  AREAS

The equivalent of 19% of buyer costs

(purchase price plus transaction costs

= $131 ,765) is driven by taxes and

charges .

STEVE & MELISSA:  APARTMENT INVESTORS

SAM:  DOWNSIZER,  APARTMENT

The equivalent of 21% of buyer costs

(purchase price plus transaction costs

= $299 ,491) is driven by taxes and

charges .

CON:  OWNER/BUILDER,  TOWNHOUSE
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The equivalent of 19% of buyer costs

(purchase price plus transaction costs

= $131 ,765) is driven by taxes and

charges .
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The  current  taxes  and  charges  appl ied  to  res ident ia l  development  in

V ictor ia  are  best  understood   in  the  context  of  incrementa l  pol icy

changes  s ince  2016  re lat ing  to  hous ing  pol icy ,  f i sca l  pol icy ,  and

planning  pol icy .  These  are  set  out  in  the  fo l lowing  pages .

The Victorian Government policy framework for affordable housing Homes for
Victorians, was introduced in March 2017 with the intention of securing a supply of

affordable housing as the state’s population grows. The stated aim of the policy

framework is to give every Victorian every opportunity to find a home, and to ensure

housing accommodates population growth by facilitating the construction of more

than 50,000 new dwellings each year. 

A fundamental component of this policy framework is the removal of off-the-plan

stamp duty concessions for investors and an increase in stamp-duty-concessions for

first homebuyers.  

A significant decline in approvals for building permits for all dwellings across Victoria

since June 2017 indicates that this initiative, combined with other policy interventions

and an overall tightening of availability of project and retail finance for residential

projects, has had the perverse outcome of contributing to the reduction in the

pipeline of new dwelling supply, resulting in a lower supply of new dwellings in the

coming two to three years.

The Victorian Government also increased existing taxes in 2019, specifically the foreign

purchaser duty and the absentee land tax surcharge. Compounding this, the State

Government introduced two significant amendments to state taxes in 2019, and a new

levy. The amendment to the Duties Act 2000 now means Development Agreements

attract stamp duty, and the amendment to the Land Tax Act 2005 changed the

method for applying land tax to primary production land. Both taxes increase the cost

of purchasing, and holding, land in greenfield areas prior to residential development

starting.

THE HIDDEN COST OF HOUSING

p o l i cy  c o n t ext

HOUSING POLICY

25

FISCAL POLICY
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THE HIDDEN COST OF HOUSING

Rest r ic t ion  of  lending  to

fore ign  property  buyers  without

a  domest ic  income  by

Aust ra l ian  banks  (2016 )

APRA  l imi ts  on  in terest -only

loans  with  a  loan - to -va lue  rat io

above  80% (2017 )

APRA  ins t ruct ions  to

author i sed  depos i t - tak ing

inst i tut ions  to  l imi t  in terest -

only  loans  to  30% of  new

res ident ia l  loans  (2017 ,  however

th i s  was  removed  in  2018 )

Int roduct ion  of  a  New  Dwel l ing

Exempt ion  Cert i f i cate  by  the

Federa l  Government  (2017 )

Int roduct ions  of  a  50% cap  on

the  sa le  of  new  apartments  to

fore ign  investors  (2017 )

Federal  Government  In i t iat ives

Removal  of  of f - the -plan  s tamp

duty  concess ions  fo r  investors

(2017 )

Int roduct ion  of  the  Federa l

Annual  Vacancy  Fee  fo r  fo re ign

investors  (2017 )

Int roduct ion  of  the

Vacant  Res ident ia l  Land  Tax

(2017 )

Int roduct ion  of  Absentee  Owner

Surcharge  (2017 )

Increase  of  Fore ign  Purchaser

Duty  (2019 )

Increase  of  Absentee  Land

Tax  Surcharges  

Int roduct ion  of  the

bui ld ing  permit   levy   fo r  the

rect i f icat ion  of  combust ib le

c ladding  of  0 .82% of  the  cost  of

the  work  where  the  cost  of  the

bui ld ing  i s  more  than

$ 1 ,500 ,000  (2019 )

An  amendment  to  the  Dut ies

Act  2000  which  means

Deve lopment  Agreements

at t ract  s tamp  duty  (2019 )

An  amendment  to  the  Land  Tax

Act  2005  changed  the  method

for  apply ing  l and  tax  to  pr imary

product ion  l and  (2019 )

Victor ian Government  In i t iat ives

Amendments  to  f iscal  pol icy  inc lude the fo l lowing:

26

Addit iona l l y ,  a  new   l evy  on  bui ld ing  permits  to  fund  the

rect i f icat ion  of  combust ib le  c ladding ,   i s  appl icable  to  apartment

and  mixed -use  deve lopment  pro jects  and  came  in to  ef fect  on  1

January  2020 ;  a lso  expected  to  increase  the  cost  of  del i ver ing  these

pro jects .
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UDIA Victoria commends the State Government for acknowledging the challenges

faced by the development industry within planning and development approval

processes. The Government took action with the appointment of the Commissioner

for Better Regulation who undertook a major review of the system in 2019.  Industry

submissions highlighted the challenges faced across layers of planning policy and

regulation, creating uncertainty and making investment decisions increasingly

difficult.

There has also being an increasingly heavy reliance on the Victoria Planning

Provisions to deliver a range of State Government policies, including the delivery of

affordable housing. It was expected that the Victorian Government will seek to

address these issues in 2020 and major reform is being called for by industry

members, which would be widely welcomed if implemented by the Government.

The viability of infill apartment developments in inner Melbourne has been impacted

by planning scheme amendments restricting height and urban form, while middle

ring developments have been impacted by uncertainty and limited information

regarding the State Government proposed Suburban Rail Loop.

Apartment developments have had to adjust and respond to the Better Apartment

Design Standards which were introduced in 2018 and have been the subject of

review since 2019. The standards are designed to increase the quality and amenity of

apartment projects but have also had an impact on production costs due to size and

other design requirements.

In Melbourne’s growth areas, the Precinct Structure Plan process is steadily delivering

approximately 13,000 to 14,000 development ready lots annually. However, the

revised developer contributions system introduced in 2018 continues to have

significant impacts on the development approval pathway and consequently the

time it takes to deliver houses to market.

THE HIDDEN COST OF HOUSING

PLANNING POLICY
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The pol icy  amendments  out l ined above must  be
considered and reviewed  in  context  of  the Federal  and
State  Government  responses  to  COVID-19  and the
consequent ia l  economic impact .

I t  has  never  been  so  v i ta l l y  important  fo r  the  Victor ian

Government  to  work  with  indust ry  to  cons ider

improvements  and  changes  to  the  taxes ,  charges  and

lev ies  that  contr ibute  to  the  cost  of  produc ing  hous ing

in  Victor ia .

UDIA  Victor ia  has  commended  the  State  Government

for  establ i sh ing  a  dedicated  task force  to  keep  the

bui ld ing  and  deve lopment  indust ry  running  through  the

coronav i rus  cr i s i s .  The  Bui ld ing Victor ia ’s  Recovery
Taskforce   (BVRT )  i s  overseen  by  the  Planning  Minis ter

and  Treasurer  and  supported  by  the  co -cha i r s  of  the  BVRT

–  Roger  Tea le ,  Jude  Munro  AO  and  Stan  Krpan .

UDIA  Victor ia  has  been  appointed  to  s i t  on  the  BVRT

Steer ing  Committee  with  other  key  indust ry  assoc iat ions ,

and  severa l  of  our  Board  members   represent  the  indust ry

on  the  Indust ry  Work ing  Groups .  

The  BVRT 's  purpose  i s  to  prov ide  adv ice  to  the  Victor ian

Government  on   i s sues  impact ing  the  indust ry  to  ensure

we  can  cont inue  to  operate  in  a  manner  that  supports

V ictor ian  jobs ,  hous ing  and  in f ras t ructure  throughout  the

pandemic .

The   immediate  focus  of  the  BVRT  i s  to  oversee   the  fas t -

t rack ing  of  planning  approva ls   fo r  shove l - ready

pro jects  where  dec is ions  have  been  delayed  due  to

coronav i rus  re lated  impacts  on  the  Victor ian  Planning

System .  The  Government  wi l l  a lso  seek  BVRT 's  adv ice  on  a

pipe l ine  of  bui ld ing  and  deve lopment  pro jects  over  the

longer  te rm ,  inc luding  in i t ia t i ves  that  fu r ther  expand

soc ia l  hous ing  opt ions .  

UDIA Victor ia  is  now urging the Victor ian Government ,
and potent ia l ly  through the BVRT,  to  reform several
taxes ,  charges  and lev ies  that  increase the cost  of
housing across  Victor ia .
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Proposa ls  fo r  new  des ign  s tandards

and  requi rements

Counci l s  cont inue  to  work  on  ad -

hoc  planning  scheme  amendments

that  apply  new  loca l  pol ic ies  to

deve lopment  in  the i r  munic ipa l i t ies

Proposa ls  fo r  soc ia l  and  af fordable

hous ing

More  than  40  counci l s  have  var ious

proposa ls  on  foot  to  prepare

planning  scheme  amendments  that

wi l l  support  new  loca l  pol ic ies  fo r

soc ia l  and  af fordable  hous ing

which  may  inc lude  impos ing

Sect ion  173  Agreements  in

exchange  fo r  deve lopment

approva ls

Proposa ls  to  increase  publ ic  open

space  lev ies .  For  example ,

Amendment  C186  to  Darebin

Planning  Scheme  proposes  to

double  the  publ ic  open  space

contr ibut ion  on  deve lopment  to

10%.

Local  Government

Victor ia  i s  fac ing  uncharted  te r r i to ry   in  the  face  of  the  COVID - 19

pandemic ,  and  the  s i tuat ion  i s  changing  dai l y .   I t  i s  cr i t ica l  fo r  indust ry

to  work  c lose ly  with  State  and  Loca l  Governments  to  ensure  the

res ident ia l  deve lopment  sector  i s  wel l  placed  to  contr ibute  to  the

Victor ian  economy  when  the  s i tuat ion  normal i ses  and  the  s tate  needs

bui ld ing ,  const ruct ion  and  deve lopment  work  to  ramp  up  aga in .  

UDIA Victor ia  has  recommended that  State  Government  impose a
morator ium on proposed new or  amended fees ,  lev ies  and taxes
(Local  and State  Government  level )  or  p lanning scheme
amendments  that  wi l l  increase the cost  of  res ident ia l
development ,  unt i l  30  June 2021 .  

These  inc lude  but  are  not  l imi ted  to :

THE HIDDEN COST OF HOUSING

Any  proposa l  on  foot  to

implement  a  s tate -wide

Soc ia l  and  Af fordable

Hous ing  Levy

Any  proposa l  fo r  a  new

inf ras t ructure  contr ibut ion

for  s t rateg ic  redeve lopment

areas

Annual  indexat ion  and

increase  of  the  Growth

Areas  In f ras t ructure

Contr ibut ion  

Adjustment  and  Indexat ion

of  the  Melbourne  Strateg ic

Env i ronmenta l  Mit igat ion

Levy  

Better  Apartment  Des ign

Guide l ine  amendments

which  are  cur rent ly  the

subject  of  consul tat ion

State  Government
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Whi le  short - te rm  measures  are  necessary ,  they  can ’ t  supersede  longer -

te rm  re form .  Bold ,  fo rward - th ink ing  government  act ion  that  reduces

the  cost  of  new  hous ing  wi l l  support  secure  home  purchases  and

guarantee  ongoing  employment  fo r  hundreds  of  thousands  of

V ictor ians  –  those  work ing  in  the  bui ld ing ,  const ruct ion  and

deve lopment  indust ry ,  as  wel l  as  in  re lated  serv ice  indust r ies  inc luding

the  planning ,  l ega l ,  f inanc ia l ,  env i ronmenta l  management ,  engineer ing

and  consul t ing  sectors .

As  a  f i r s t  s tep ,  the  Government  must  unders tand  that  developers
cannot  absorb increases  to  development  taxes ,  charges  and lev ies .
There fore ,  added  government  charges  f low  through  to  the  end  pr ice  of

new  hous ing ,  which  impacts  af fordabi l i t y  fo r  many  buyer  segments .  

We  need a  whole-of -government  approach  when  in t roduc ing  new

taxes  and  charges ;  or  increas ing  ex i s t ing  government  taxes ,  charges

and  l ev ies .  This  i s  cr i t ica l  to  ensure  government  fu l l y  unders tands  the

cumulat ive  impact  of  var ious  pol icy  and legis lat ive  changes across
departments ,  local  counci ls  and statutory  author i t ies .

The  Victor ian  Government  hous ing  pol icy  goal  of  improv ing  hous ing

af fordabi l i t y ,  should   in form  the  above .  Further ,  the  Victor ian  

Government  should  cons ider  whether  the  mix  of  ex i s t ing  or  proposed

taxes  and  charges  impact  on  the  s tate 's  abi l i t y  to  achieve  appropr iate

hous ing  supply .

In  response  to  the  coronav i rus  pandemic ,  i t  i s  v i ta l  that  the  Victor ian

Government  cons ider  both  supply  and  demand .  UDIA  Victor ia ’s

Roadmap  to  Recovery  sets  out  a  range  of  measures  re lat ing  to

planning  and  f i sca l  pol icy ,  and  greenf ie ld  and  in f i l l  deve lopment

set t ings .  

On  the  supply  s ide ,  we  need  ta rgeted  adjustments  to  taxes  that  could

achieve  two  goals  by  s t imulat ing  greater  t ransact ions  through  a

demand  response ,  whi le  reduc ing  the  costs  of  hous ing .  For  example ,

reduc ing  the  cost  of  s tamp  duty  on  res ident ia l  t ransact ions  could

encourage  a  greater  vo lume  of  t ransact ions ,  thereby  return ing  the

equiva lent  revenue  to  the  State  Government  (as  a  lower  number  of

t ransact ions  with  a  higher  s tamp  duty  cost  would ) .

On  the  demand  s ide ,  the  Victor ian  Government  should  cons ider  how

buyers  and  the  indust ry  can  be  incent iv i sed  to  re -enter  the  market

wi th  ta rgeted  tax  re l ie f .  Again ,  a  ta rgeted  change  to  s tamp  duty  could

increase  t ransact ions  and  be  revenue  neutra l .
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THE HIDDEN  COST OF HOUSING

WE MUST GET REAL ABOUT THE HIGH
COST OF HOUSING IN THIS  STATE.  
 

IT  HAS NEVER BEEN MORE
APPARENT THAT EVERY PERSON
DESERVES SUITABLE HOUSING,
WHICH IS  AFFORDABLE RELATIVE TO
THEIR INCOME.  
 

THERE’S  NO SILVER BULLET TO FIX
OUR HOUSING AFFORDABILITY
CHALLENGES,  BUT THERE IS  A
COMPELLING CASE FOR RADICAL
CHANGE TO THE STATE TAX AND
PLANNING SYSTEMS –  CHANGE THAT
SUPPORTS HOMEBUYERS AND THE
BUILDING,  CONSTRUCTION AND
DEVELOPMENT INDUSTRY AT A T IME
WHEN WE NEED IT  MOST.
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