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This paper is timely and precise. It adds to a growing public debate about infrastructure provision and cost recovery. It also adopts the position that has been proffered by HIA for some time in discussion with various governments.


	The fact that in the last week there has been some movements by some states along a path we have long advocated, only serves to encourage us.


	There are a number of issues that are covered in this paper but three important points have greater relevance to our industry. Point number one is the burgeoning need for infrastructure, and partly that has been outlined in Bernard’s speech.


	Then there is the significant shift in debt from the public to the private sector and finally the growing dependence of government on housing as a taxation vehicle. 


	Firstly the need for infrastructure. We should recognise that across Australia there are varying needs and differences for specific reasons. What is common across Australia is that there is a dire need to provide infrastructure for water, energy, transport and health.


	From 1900 to the late 1960s, governments were constantly planning and building major projects – bridges, dams port facilities, highways, hospitals, schools. There seemed no limit to their vision and their desire as politicians of that era to be seen to be busy doing something and opening it.


	Something went wrong in government policy making from that era until today. We seem to have hit a wall. Government across Australia appears less visionary as it views responsibility not as an opportunity and investment in our future but more as a riddle within in a dilemma.


	The dilemma for government is how to provide the much-needed infrastructure without borrowing money, therefore destroying Triple A ratings and budget surpluses which have been in fashion in government since the early 1990s.


	The riddle is now to first tackle the myriad of obstacles that stand in the way of infrastructure, notably local government, the NIMBY phenomenon, the Green lobby the impact of international protocols and the very inherent risk of technology, to name a few, and still stay in government.


	What is certain is that infrastructure is nationally significant. It should not be left to a committee of states to squabble over; it should be planned and funded nationally. To do otherwise is simply to put the feds against the states in a blame game, which is what we see every day. 


	The next point is the shift in debt from public to private. The graphs that are in the paper are stark. Over a decade two things have happened. Government debt as a percentage of GDP has dropped to about three per cent, compared to the OECD average of 50 per cent. We have been stepping backwards since 1994. 


	It has been a deliberate policy. 


	As a slight aside, in the NSW Budget they have decided to borrow $4 billion over four years, half of that is something they announced last year, but they have a habit of re-announcing things to make it look as if it is good. 


	That $4 billion will have a massive impact on that graph; it takes it up by .25 of a per cent. Hardly worth adjusting, even though it is described as a very brave decision to borrow money. 


	Put in relative terms the $4 billion is the equivalent of people on average earnings increasing their Bankcard limit by $1000. That is not a brave decision – it might be foolish, but it is not brave. 


	If we were to borrow $50 billion and start solving some problems - $2 billion to build a new dam - $50 billion could do quite a lot of work. If we were to do that it would push that graph up to about 15 per cent. 


	We are still well below and it is within our paying capacity.


	The second thing has happened is that there has been a crossover in private debt. Our household debt as private citizens has risen from 50 per cent of our disposable income in 1990, to 140 per cent today, so the average family is in debt to 140 per cent of its annual earnings. 


	People on $100,000 income have got mortgages over $140,000. Looking around this room, it is probably in access of that. The major increase has not been in credit cards, it has been associated with the spiralling cost of housing.


	It has happened as a result of the embracing by all governments of the popular principle of user pays. User pays, PPPs, call them what you like. The first recorded one that found, using Google, in Australia was in 1827. That is how new it is. It fell into disarray because there was fight between the guy who owned the bridge out at Newcastle and the government over the terms of the tavern he built on the roadway which was a part of his conditions of getting the job.


	Nothing much changes.


	Governments feel that if it is a choice between borrowing money to provide infrastructure and having somebody else build it and charge tolls, they would rather go that route. 


	It is not that they can’t afford it, or can’t borrow, it is not because they lack expertise, it is simply because they have an unwillingness to borrow. 


	Regardless of who borrows the money, we pay. It is as simple as that. Governments seems blind to the fact that infrastructure is not a cost. Infrastructure is an investment in the future which can be amortised over the generations who will reap the benefits.


	The dams, bridges, power stations, wharf systems, rail lines, ports built in the first half of last century and upon which we still rely today to live and get to work, is real evidence of the importance of continuous investment in infrastructure.


	Government today seems to approach the infrastructure question the wrong way round. Instead of asking: can the private sector provide this project? Perhaps it should ask: does the public benefit from investing in this project?


	Lastly, I arrive at my favourite topic, the use of housing as a taxation tool. You may not be aware, but there have been some very weird taxers imposed over the course of time.


	William Pitt the Younger taxed windows, Peter the Great taxed souls, while Nero taxed urine. I can explain it to anyone later if they really need to know how they measured it. 


	Today erstwhile treasurers tax new houses. Jean-Baptiste Colbert, who was Louis XIV’s Finance Minister, observed that the art of taxation consists of plucking the goose so as to obtain the largest possible amount of feathers for the smallest possible amount of hissing.


	New home owners seem to fit the bill perfectly. Certainly there has been a massive grab of feathers and representing less than one per cent of the population at any one time, and with the cost buried in the land contract, there’s not a lot of hissing.


	Just consider this for a second. Would we really, seriously slug all new P Plate drivers with a $30,000 bill because it is their fault that we need more roads? Would we hit new parents with a bill for $15,000 because that would be the resource and environmental costs associated with nappy management?


	Would we charge new push-bike owners $10,000 each for the provision of bicycle paths? Would levy new boat owners $20,000 each to pay for new boat ramps associated with the fact there are more boats?


	Why in heavens name is the biggest, most important purchase in the life of a family allowed to be treated like these absurd examples?


	Why are we willing to allow new home owners to be levied $100,000 each? That is the cost: $100,000 plus in levies in new land releases in Sydney for the provision of what is public infrastructure, up front in cash.


	It is obscene, unjust and it is unfair. It will render many projects unviable and/or unaffordable, making the great Australian dream a great Australian nightmare.


	I make the following points. In some cases these levies are higher than the cost of the raw land. Such levies have to be inflationary and will lead to greater pressure on interest rates; these levies will destroy any concept of affordability, these levies have the potential to increase equity contributions by purchasers from currently about 10 per cent to 25 per cent depending on how the valuers for the banks view them. They may not think it is part of the inherent value of the land.


	These levies have the equivalent impact on the home owner’s mortgage of raising interest rates by just under three per cent per annum for the full term of the loan. Look what apoplexy .25 per cent did to us. 


	In launching this paper I trust commentators and critics will recognise HIA's position that new housing cannot be simply treated as a means of raising money. Governments will be for ever challenged to provide us with resources, not ration them; to manage our growth, not oversee our decline; to plan and invest for tomorrow, not skimp on today, and to leave future generations beneficiaries of our conviction and foresight not paupers of our neglect.


	Quick fixes, gimmicks, half-backed, half-smart ideas, wrapped up by government are not sustainable and government must recognise the need for a national focus and strategy on infrastructure provision.


	There is the need for the engagement of the Federal Government in a positive way within that strategy, in a cooperative way.


	We must recognise the social equity and inter-generation benefits that accrue from infrastructure investment; we must recognise that infrastructure is the responsibility of the whole community, not just a few, and the imperative for government is to bite the bullet and borrow money for capital investment big time.


	In conclusion it is hoped this paper will provide the platform from which is launched a robust, strong, meaningful debate on the hidden costs of housing. Thank you and I commend this paper.      


