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1. INTRODUCTION 

1.1 Background to the study 

This study addresses an issue that is an important part of local government’s legislated function, the 

levying of financial contributions on new developments, known as development contributions. 

Development contributions are provided in the form of monetary contributions, the dedication of land 

and/or the provision of capital works and are a method of financing public infrastructure that is 

required as a direct or indirect result of new development (DIPNR 2005; O’Flynn 2011). According to 

Dollery (in O’Flynn 2011, p.1), contributions are collected for three reasons: 

1. To augment the funding of municipal infrastructure by taxing those who benefit directly from 

infrastructure improvement. 

2. It is economically efficient for developer charges to be levied on those responsible for the 

development so that infrastructure costs are included in development decision-making. 

3. It is equitable to charge those individuals who benefit from public investment in infrastructure. 

Development contributions are a specific function within the land use planning department of a local 

government organisation and is a complex policy area that can have significant financial implications 

for councils, the state government, the development industry and homebuyers. 

Section 7.11 (formerly Section 94), the traditional basis for levying development contributions, was 

introduced to the Environmental Planning and Assessment Act 1979 No 203 (NSW) (EP&A Act 

1979) in 1979, however has only been widely used since 1993 (McNeil and Dollery 1999a).  

By the 2000s the use and quantum of contributions for residential development had increased 

significantly and as a result, in 2009 a cap (or limit) was placed on the Section 7.11 contribution that 

could be levied to residential development without prior approval (DoP 2008). 

Councils rely on development contributions as a funding source for new infrastructure required to 

support new development and increased populations. The introduction of the cap has directly 

impacted councils in various ways, as will be discussed throughout this report. 

Having been employed in the area of development contributions within two local government 

organisations, including in both accounting and planning roles, for the past eight years I have gained 

a solid understanding of the development contributions system, including policy preparation, plan 

implementation and financial implications. This has helped to recognise a need for this research. 

The contributions cap was an agenda item at the February 2018 Southern Councils Development 

Contributions Group meeting, where officers from a number of councils meet to discuss contributions 

related topics. A number of attending councils have Section 7.11 plans approved over the cap, others 

have Section 7.11 plans over the cap but choose to just levy the cap amount, and others have newly 

prepared draft Section 7.11 plans that are over the cap and pending review by the Independent 

Pricing and Regulatory Tribunal (IPART).  

This topic affects a lot of councils, as well as other stakeholders, as the contributions payable can 

have a direct or indirect impact on development feasibility and land prices, and funding shortfalls can 

have an impact on councils’ capacity to fund the required infrastructure (DoP 2008; DoP 2010a).  

1.2 Research rationale and objective 

Based on a position that ‘the imposition of levies can have an indirect impact on house prices’ (DoP 

2008, para. 6), in 2008 the NSW Government announced a limit, or cap, on residential Section 7.11 

contributions to ensure ‘that the contribution framework is supporting the State’s housing and 

employment targets’ (DoP 2008, para. 7). 

The cap commenced in April 2009 at $20,000 per residential lot or dwelling, and then in 2010 an 

alternative cap amount of $30,000 was introduced for specified greenfield development areas as well 

as other transitional provisions (DoP 2010b). A process for the review of plans seeking to levy over 

the cap were then established, as well as state government funding for the ‘gap’ between the capped 

developer contribution (i.e. $20,000 or $30,000) and the higher approved contribution rate, however 

this state government gap funding is currently being phased out and will be lifted entirely in 2020. 
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2. LITERATURE REVIEW 

This section presents the findings of a narrative literature review carried out as the first step in the 

data gathering process for the study. The literature review provides information on the specific 

research questions as well as the overall topic, providing a solid foundation for the study to build on.  

A total of 24 research articles met the criteria as outlined in Section 4.3.1. These articles are 

summarised in a Table of Evidence at Appendix 2. It is noted that due to the nature of the topic a 

large amount of information needed to be sourced from policy documents. 

The literature review findings are presented based on the following topics:  

1. Development contributions as a source of local infrastructure funding. 

2. The history of development contributions in NSW. 

3. Section 7.11 development contributions. 

4. Background to the introduction of the cap and changes to date. 

5. Any relationship between Section 7.11 contributions and housing affordability. 

6. Any evaluation or review of the contributions cap as a reform mechanism. 

A summary of the findings in relation to each research question is then provided. 

2.1 Development contributions as a source of local infrastructure funding 

Local governments play a vital role in ensuring that local communities are provided with the basic 

services and facilities that Australian communities expect. Over the past few decades this role has 

expanded from ‘services to property’ to ‘services to people’ with local governments now providing 

services such as safety, recreation, housing and community facilities, whilst still maintaining their 

‘service to property’ functions (Dollery et al. 2006).  

Councils in NSW are responsible for funding new and maintaining existing local infrastructure such 

as roads and parks (LG Act 1993), however as a result of rate pegging, stringent loan controls and a 

decrease in grant funding have been under increasing financial strain (Drew and Dollery 2015; 

Koutifaris and Mangioni 2012; McNeil and Dollery 1999(a); Neutze 1995). These constraints have 

resulted in an increased reliance of user-pays financing such as Section 7.11 and other development 

contributions to supplement income (Barnes and Dollery 1996; Urban Taskforce 2010). 

Although funding was undoubtedly a key reason for the use of Section 7.11 contributions, there are 

many other benefits to the user-pays system. Firstly, with developers taking some responsibility for 

the cost of infrastructure and internalising infrastructure costs in their decision-making it has dictated 

in a positive way where development occurs, encouraging higher density, reducing urban sprawl and 

therefore the costs of development (Grant and Drew 2017 p271; Neutze 1995). Secondly, the system 

provides councils with more ‘own source’ revenue raising capacity (Koutifaris and Mangioni 2012), 

and third, the strategic planning of infrastructure before development commences has ensured that 

future needs such as roads, parks, sports grounds and community facilities are suitably planned and 

funded (DELWP 2018; UDIA 2008). The system also aims to mitigate adverse impacts of 

developments, for example contributions are required from developers in certain areas to replace 

affordable housing when it is reduced as a result of development (McNeil and Dollery 1999a). 

As will be discussed in Section 2.2, Section 7.11 is founded on a set of principles including a link or 

‘nexus’ between the development and need for new infrastructure, ‘apportionment’ of costs between 

existing and new development and overall ‘reasonableness’ of the contribution (Gurran et al. 2009; 

Robinson and De Gruyter 2018). A 2004 Taskforce Report found that ‘the original policy basis for 

levying developer contributions at the local level (Section 7.11) generally remains legitimate and the 

current system should be maintained’ (in O’Neil 2011).  

The (then) LGSA (now LG NSW) supports the concept of development contributions as an 

economically efficient and equitable financing mechanism because they internalise the cost of public 

infrastructure into the individual development (2008, p. 3). The DPE has also taken a policy position 
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that the beneficiaries of new infrastructure should make a contribution to that infrastructure (DoP 

2008, para.4).  

Although there are many benefits to the system it has not been without criticisms. All states and 

territories in Australia now have some arrangements in place to enable the collection of financial or 

in-kind contributions however the level of contributions, and approaches to collection, vary greatly 

(Gurran et al. 2009). The development industry has stated that they do not consider paying 

contributions an issue per se, but have expressed concern about the scale and calculation of 

charges, and not being able to see where the funds are spent (Gurran et al. 2009). The Green Paper 

A New Planning System for NSW found that Section 7.11 contributions are ‘overly complex, open to 

over-collecting by local councils and insufficiently transparent’ (Finegan 2013, p.22). 

It is a long-standing principle of the existing planning system that new development makes a 

contribution towards the cost of infrastructure that will meet the additional demand it generates 

(Finegan 2013, p.21). The challenge for policy-makers is to ensure that there are sufficient funds to 

deliver new infrastructure without adversely impacting development feasibility or housing affordability 

(Gurran et al. 2009; Murray 2018). 

2.2 The history of development contributions in NSW 

Prior to discussing the cap and other related topics it is important to first understand the history and 

progression of the development contribution system, the various frameworks and methods of levying 

and the historic and current NSW planning reforms. 

Although contributions had been sought from developers earlier, in 1979 this system was formalised 

through the introduction of Section 94 (now Section 7.11) to the EP&A Act 1979.  From 1993 councils 

were required to prepare a contributions plan and in 2005 alternative mechanisms for levying 

contributions were introduced, including a fixed levy method (introduced as Section 94A of the EP&A 

Act 1979, now Section 7.12) and Planning Agreements (also known as Voluntary Planning 

Agreements or VPAs). 

These and other milestones are shown on the timeline at Table 2, which has been compiled from a 

number of sources, and shows that the history of the NSW development contributions system is 

complex and has been the subject of continued reviews and reform (O’Flynn 2011). 

Table 2 Timeline of the NSW development contributions system  

Up to 1950s 
Land could be subdivided into building lots without the provision of services such 
as sealed roads, footpaths, sewer and electricity, which then became the 
responsibility of the local authorities to provide.  

1950s 
Following a boom of greenfield subdivisions, local authorities could not keep up 
with the demand for the provision of roads and footpaths and required 
developers to provide these as part of development approval. 

1960s Developers are required to fund water and sewer services upfront. 

1970s 
Developers now commonly fund the full cost of services including road, 
drainage, water, sewer, electricity, street lighting, footpaths and parks.  

1979 Section 94 of EP&A Act 1979 enacted, enabling Councils to levy contributions.  

1989 
Simpson Enquiry conducted in response to concerns over accountability of funds 
and the application and administration of the system. 

1993 
Councils are required to prepare and exhibit a contributions plan, resulting in the 
imposition of contributions becoming more widespread. 

2000 
Developers in designated areas may be required to make land or monetary 
contributions towards the provision of affordable housing. 

2003 A review committee prepared the report Review of the Developer Contributions 
System 2000, followed by the establishment of the Section 94 Contributions and 
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Development Levies Taskforce in 2003 to review the process and procedure for 
levying contributions. 

2004 
The Section 94 Contributions and Development Levies Taskforce release their 
report, which includes providing 21 recommendations to improve the system. 

2005 

Planning Agreements and Fixed Development Consent Levies (Section 94A) 
were introduced to the EP&A Act 1979. The Environmental Planning and 
Assessment Regulation 2000 (NSW) (EP&A Regulation 2000) and DIPNR 2005 
Practice Note were updated accordingly. 

2006 
The Special Infrastructure Contributions (SIC) requires developers in certain 
areas are to pay a contribution toward regional and state infrastructure.  

2007 The type of local infrastructure to be funded by Section 7.11 is clarified. 

2008 
Another review was carried out resulting in the creation of EP&A Act 1979 ‘Part 
5B Provision of Local Infrastructure’ however this was not enacted.  

2009 The contributions cap was introduced at $20,000 per residential lot/dwelling. 

2010 
The contributions cap increased to $30,000 for designated greenfield areas. 
Contributions Plans over the cap are to be reviewed by IPART. 

2011 – 2013 
Proposed reforms to the planning system A new planning system for NSW 
resulted in the Draft Planning Bill 2013 however this was not enacted. 

2013 
DPE implemented the Local Infrastructure Growth Scheme (LIGS), their latest 
mechanism to fund the gap between the cap and approved contribution rates. 

2017 
DPE advise that the LIGS funding scheme will end in three years. In the LIGS 
transition areas the cap will incrementally increase from 1 January 2018 and 
from 1 July 2020 IPART approved plans will levy developers the total rate. 

2018 
All sections of the EP&A Act 1979 were renumbered. The cap in LIGS transition 
areas increased to $35,000 on 1 January and $40,000 on 1 July. 

Due 2019 On 1 July 2019 the cap in LIGS transition areas is set to increase to $45,000.  

Due 2020 On 1 July 2020 the cap in LIGS transition areas will be lifted entirely. 

Sources: DoP 2007, 2009, 2010a; DPE 2017, 2018a; DPI 2013; McNeil and Dollery 1999(a); 

Neutze 1995; EP& A Act 1979; O’Flynn 2011. 

The progression of the development contributions system in NSW (as shown above) demonstrates 

the complexity of the system and the many changes and reforms that have occurred. Development 

contributions in NSW are currently collected under the following mechanisms: 

 Section 7.11 contributions: the ‘original’ or ‘traditional’ contribution, paid to councils based 

on the cost of providing additional infrastructure to meet the demand of new development. 

The contribution is levied based on the additional demand generated, i.e. the increase in 

residential lots/dwellings or the increase in commercial floor space. 

 Section 7.12 contributions: a fixed levy, usually 1%, paid to councils based on the 

proposed cost of carrying out development (the levy is ‘capped’ through clause 25K of the 

EP&A Regulation 2000); 

 Planning Agreements: also known as Voluntary Planning Agreements or VPAs, the 

developer voluntarily negotiates the contributions (monetary, land and/or works) with a 

council or the state government either in addition to or instead of, other development 

contributions that may be payable; 

 Affordable Housing: the provision of land or monetary contributions to a council or the state 

government where development in designated areas reduces or creates a need for 

affordable housing; 
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items to be funded, indexation methods and works in kind credits. 

4. Financial Accountability – contributions should be allocated to the infrastructure for which 

they were collected and financial accounts should demonstrate this. 

5. Timeliness – infrastructure should be planned for delivery as it is needed, either based on 

specific dates or thresholds of development (i.e. completed dwellings). 

6. Transparency – the methods of calculating levies should not be excessively complex to 

follow or for developers and the general public to understand. 

7. Public accountability – the public should be involved in the preparation of plans, comments 

considered and final decisions should be explained to the public. 

8. Essentiality – developers should only make a contribution toward essential infrastructure, 

noting that there is no singular, consensus definition. 

9. Alignment – infrastructure needs should be considered in a wider context. 

In their assessment of each state against these principles, NSW scored well in the areas of public 

accountability and nexus; however, it was considered that NSW could benefit from incorporating 

contributions plans into the wider planning scheme (i.e. Local Environmental Plan) and to show the 

infrastructure in this planning instrument, as most other states do (Robinson and De Gruyter 2018).  

2.4 Background to the introduction of the cap and changes to date  

As the use of Section 7.11 contributions increased so too did the contribution rate and by 2008 rates 

in Greater Sydney were as high as $66,000 per lot (Ainsaar 2014; DoP 2008). This rise can be 

attributed to increased expectations of communities (i.e. open space quantum and embellishment 

levels) and an increase in construction costs and the value of land to be acquired (Ainsaar 2014).  

The development contributions system in NSW is administered by DPE, a department of the NSW 

State Government. Another policy area of DPE is housing supply and at the same time that Section 

7.11 rates were increasing, the government was implementing a housing stimulation strategy (DoP 

2008). To ensure that the contribution framework was supporting the State’s housing targets, in 2008 

a review of infrastructure contributions was announced. As part of this review a $20,000 threshold 

was identified as the point above which a local contribution may be unaffordable and in January 2009 

a Ministerial Direction was issued, imposing a maximum contribution that can be levied of $20,000 

per residential lot or dwelling on development consents issued on or after 1 April 2009 (DoP 2009). 

In response to this statewide policy reform, LGSA (2008, p.3) stated that:  

These reforms appear to be driven by issues specific to the unique housing market in 

Sydney’s fringe-metropolitan regions where the quantum of development contributions is 

relatively higher mainly due to the cost of land acquisitions... This system does not allow for 

consideration of different circumstances across the state… and specific local issues that 

impact the cost of development and require infrastructure solutions. 

Further reforms took place in 2010. A $30,000 cap was established for designated greenfield areas 

recognising the higher cost of creating well-planned communities in these areas and exemptions to 

the cap were granted to areas where more than 25% of development applications had been lodged 

(DoP 2010a). IPART was delegated the role of reviewing plans that sought contributions above the 

relevant cap and the Essential Works List (EWL) was introduced for plans over the cap (DoP 2010a).  

These reforms have been implemented through Ministerial Directions under Section 7.17 of the 

EP&A Act 1979, with additional information provided via Planning Circulars; see Appendix 3.  

The consolidated version of the 2012 Ministerial Direction issued in 2018 (includes subsequent 

amendments up to 2018) identifies: 

 Thirty eight land areas across twenty LGA’s where no cap applies to the contributions plan 

and developers are levied the total contribution rate (Schedule 1); 

 Specific land areas within fifteen LGA’s where the $30,000 cap applies (Schedule 2); 
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 Seventeen transitional areas across seven LGAs where plans have been approved over the 

cap and the gap funding (LIGS) is being incrementally phased out and the cap incrementally 

increasing until it is lifted entirely out on 1 July 2020 (DPE 2018a).  

Based on the number of councils that have been given approval to levy over the cap, as high as 

$50,000 or more, the Urban Taskforce considers that ‘the cap has failed’ (2010 p.45).  

It is noted that there have been no changes to the capped rates since their implementation in 2009 

and 2010, either to reflect indexing or increased land acquisition and construction costs. 

The literature review returned no specific information on the background to the introduction of the cap 

in terms of supporting documents and studies. This is considered a gap in the available information 

required to understand the background and rationale for the cap, and in particular the basis for the 

original $20,000 threshold and the subsequent $30,000 cap.  

2.5 Any relationship between contributions and housing affordability 

In the discussion around ‘reasonable’ and ‘appropriate’ levels of development contributions, it is 

important to consider the impact of these charges, if any, on housing affordability.  

A well-functioning development contributions system should be able to balance the competing 

objectives of certainty, equity and flexibility, to the benefit of future communities and in the 

context of ensuring housing affordability (WAPC 2016). 

Housing affordability is a significant area of NSW public policy and increasing housing supply 

remains a priority for the NSW Government (NSW Government 2018b). The DoP cited housing 

affordability as a reason for the introduction of the cap; ‘the imposition of levies can have an indirect 

impact on house prices’ (2008, para. 6). 

The term ‘housing affordability’ refers to the whole housing system and the relationship between the 

costs of housing (price, mortgage payment, rent) and household incomes. This is distinct from the 

term ‘affordable housing’, which refers to low income or social housing provided through a housing 

assistance program and where the rent is below market (AHURi 2018; Thomas and Hall 2017). This 

section of the literature review is considering the relationship (if any) between contributions and 

housing affordability.  

A lot of factors impact on housing prices and affordability, including supply and demand. Housing 

supply is influenced by a number of factors including the complexity of the planning system, an 

undersupply of developable land and economic trends within the construction industry (Urban 

Taskforce 2010). Over the past 30 years Australia’s population has increased from 16.5 to over 24.5 

million people (ABS 2017), whilst the average household size has declined, compounding the 

demand for new residential dwellings in Australia. 

Although it is often argued that additional costs, such as contributions, are passed on to the 

consumer, economic theory suggests otherwise. Gibbons (1990) puts forward that the price is set by 

supply and demand functions and additional costs must be passed backwards (to greenfield land 

owners) and reflected in reduced greenfield land values, as these landowners are only entitled to 

non-urban land values (Gibbons 1990). 

Based on the findings of the 1989 Simpson Enquiry, Neutze (1995) proposes that it is more likely that 

the costs will be passed forward (to home buyers) rather than backwards or absorbed by the 

developer. The greenfield land owners are better able to protect themselves (i.e. decide when they 

will sell and at what price) whereas homebuyers may have reduced options (Neutze 1995). This 

position is consistent with the Urban Taskforce’s 2010 report (p. 43). 

In their 2014 study, Bryant and Eves examined the question of “who really pays for urban 

infrastructure?”; the developer, original landowner, new homebuyer or other parties (i.e. existing 

home owners). Due to a lack of empirical evidence in Australia the paper presented the results of a 

number of international findings and applied them to an Australian example. Research from the USA 
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showed an ‘over-shifting’ of costs, and that an average of 160% of the contribution is passed on to 

the homebuyer (Bryant and Eves 2014).  

The first Australian study, completed in 2015, was consistent with international findings that not only 

are infrastructure charges passed on to home buyers, but that there is a significant ‘over-shifting’, in 

this case of around 400% (Bryant 2017). The study noted that limitations such as reliability of data, 

the treatment of additional costs and the size of the sample set may have affected the outcome.  

To the contrary of these previous findings, Murray’s research (2018) supports the view of planning 

practitioners that contributions are economically benign and do not impact the price or quantity of 

new dwellings. This research included a critique of previous studies (including Byrant 2017 and the 

International examples used in Bryant and Eves 2014) finding that these studies have flawed 

outcomes based on an existing correlation between the variables. Murray’s empirical research was 

carried out in the period where the contributions cap was introduced in Queensland against baseline 

contributions and concluded that developer charges are borne by the developer (or landowner) and 

do not impact house prices, rather, house prices are set by the market (Murray 2018). This is 

consistent with the perspectives of a sample of developers (Ruming et al. 2011). 

2.6 Any evaluation or review of the contributions cap as a reform mechanism 

The only form of review appears to be of the state government ‘gap’ funding (i.e. LIGS) and that this 

is now being phased out, with the total rate payable by the developer in these areas from July 2020.  

Neither the literature review nor the DPE website returned any information on any evaluation or 

review (either past or proposed) of the contributions cap. Further, there was no evidence found on 

whether the cost savings of developers (through the capped contribution) has been passed on to 

homebuyers through reduced land values, or whether it has been retained by developers through 

increased profits. 

This is either a result of a gap in the literature or that neither evaluation nor review has occurred. 

2.7 Summary and key implications for study 

In terms of answering the specific research questions, the literature has returned:  

1. What have been the trends in Section 7.11 contribution rates between 1993 and 2018? 

The literature review has identified that there has been an increased usage of Section 7.11 

contributions and that contribution rates have increased significantly in past decades. However, 

it does not appear that these rates or increases have been quantified or attributed to local 

government types (i.e. metropolitan, metropolitan fringe, regional, rural, large rural). 

2. Has the contributions cap been an effective reform mechanism? 

On one hand the literature review has found that in some instances the cap has limited the 

contributions payable by developers; however this has left a funding gap that has needed to be 

met by either rate increases, state government funding or the local council. In other cases the 

cap has been increased to $30,000 and in some cases the cap does not apply at all. In addition, 

DPE has recently announced that LIGS funding will be phased out, which will result in the 

developers being responsible for funding the total contribution by 2020. 

The effectiveness of the cap has only been somewhat answered by the literature review. 

3. What are alternate approaches to the current contributions cap? 

The development contributions system has been subject to ongoing reform and refinement over 

the past decades. The principle of levying developments a contribution toward the provision of 

infrastructure that is required to meet the demands generated from that development is sound 

(Finegan 2013, p. 21), however there have been various mechanisms and reviews in an attempt 

to ensure a fair and transparent system.  

While the literature review provided background to the introduction of the cap, it did not identify 

specific alternate approaches to the current contributions cap.  
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3. NEW SOUTH WALES  

3.1 Geography and population 

The Australian state of New South Wales (NSW) lies on the mid-eastern coast of Australia (as shown 

at Figure 2) and has four distinct geographical features - the coast, mountains, central plains and 

western plains - and is just over 800,000 square kilometres in land area (ABS 2018). 

It has the highest population of any state in Australia, with 7.7 million residents as of December 2016; 

approximately 65% of which (5 million people) live in Greater Sydney (ABS, 2018; NSW Government 

2018a). The population is expanding rapidly, growing by an average of 110,000 people or 1.5% 

annually over the past five years, making it the fastest growing state in Australia (ABS 2018). 

Figure 2 NSW - Australian context 

 

 
 
 
 
 
 
Key:   

 
Australian states and territories 

 
New South Wales  

Source: ABS 2018b 

3.2 Local government 

In NSW local government organisations obtain their powers from the Local Government Act 1993 No 

30 (LG Act 1993), Chapter 3 of which provides ‘Principles for local government’. The objective of 

these principles is to provide ‘guidance to enable councils to carry out their functions in a way that 

facilitates local communities that are strong, healthy and prosperous’ (clause 8). A set of principles is 

provided including on decision-making and community participation (clause 8A), sound financial 

management (clause 8B) and integrated planning and reporting (clause 8C). 

Over the past few decades local government in NSW has been subject to significant and seemingly 

ongoing reforms. In 2009 the LG Act 1993 was amended to include a new Integrated Planning and 

Reporting (IP&R) framework (OLG 2018) and in 2013 the NSW Treasury Corporation (TCorp) 

assessed the financial sustainability of councils resulting in financial ratings being assigned to all 

councils (TCorp 2013). The Independent Local Government Review Panel (ILGRP) was then 

established to formulate options for governance models, structures and boundary changes and their 

Final Report made 65 recommendations, including suggested council amalgamations and boundary 

adjustments (ILGRP 2013).  

Council amalgamation appeared to be the principle public policy tool on the basis that larger councils 

are able to achieve greater economies of scale and strategic capacity (Grant and Drew 2017, p. 357-

358) and in 2015 IPART was appointed to assess how councils met the ‘Fit for the Future’ criteria. 

IPART ultimately deemed that 52 of the 139 councils were ‘fit’ and 87 were ‘unfit’ (Grant and Drew 

2017, p. 366). In 2016 forty-two councils were amalgamated into nineteen new councils (OLG 2018). 

Other reforms have included the review of the LG Act 1993, partly implemented in 2016 with further 

amendments to follow, and in 2017 the establishment of Joint Organisations (JO’s) - there are now 

85 regional councils that are members of thirteen JO’s (OLG 2018). 

As discussed at Section 2 the NSW development contributions system has also been under review 

and proposed reforms (as part of the NSW planning system reforms), however the proposed 

changes (including Part 5B and the 2013 Planning Bill) did not eventuate. 
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all thirty councils. Most council’s then provided responses on the new survey and the required data 

was able to be collected. Two reminder emails, including an extension on the time to respond, were 

sent to encourage participation. 

There was sufficient data collected from metropolitan fringe councils (see Section 5) for the findings 

to be presented and analysed separately to metropolitan councils (that is, without grouping types).  

4.3.3 Method 3 – Semi-structured interviews 

The purpose of the interviews was to gather a range of perspectives on the topic, both before and 

after the introduction of the cap, and to link the literature review findings to practical experience. 

Interviews were carried out with the following stakeholders: 

 Local Government – Blacktown City Council, a metropolitan council, part of the North West 

Growth Centre with a number of plans subject to the cap, EWL and IPART review process. 

 Local Government Industry – Local Government NSW, the peak industry association that 

represents the interest of NSW and general and special purpose councils. 

 NSW State Government – Department of Planning and Environment, responsible for setting 

the policy direction and being actively involved in development contributions. 

 Development Industry – Urban Development Industry of Australia, NSW, the states’ leading 

development industry body that advocates on behalf of its members. 

An organisation representing the planning industry was also contacted and invited to participate 

however due to time constraints and availability an interview was not conducted.   

The interview participants were emailed a brief overview of the project and attached Project 

Information Sheet (Appendix 5), consent form and open-ended questions (Appendix 8). Some 

participants sought and received clarification on the research process and publication details. A 

signed consent form was received before each interview was conducted. 

At the start of each interview the participant was reminded of the purpose of the study and that the 

research is being carried out in accordance with the UTS research policies. 

One hour was allowed for each of the meetings however they only took around half an hour. Due to 

time and travel constraints most of the interviews were conducted via the telephone. All interviewees 

thought that the topic was quite relevant to current debate and reform and were happy to participate.  

At the end of the interview participants were reminded that they would have an opportunity, prior to 

publication, to check any text used in the published report to ensure the meaning was correctly 

interpreted. Once the responses had been written into the draft report, an extract was provided to the 

participants for their review. One respondent requested some minor changes, which were made. All 

of the respondents advised that their responses had been accurately conveyed and were happy with 

how they had been identified. All participants were happy to have their organisation, but not their 

name, identified in the report.  

4.3.4 Method 4 – Analysis of secondary data  

Secondary analysis is a form of primary research as it includes the original analysis of secondary 

data, that is, data that has previously been collected by others (Mertens 2010). 

To further explore the topic a range of data was gathered from a number of sources and analysed: 

 The contributions framework, and any caps, in other Australian states; 

 Guidelines on provision standards for social and community infrastructure (for example, 

number of libraries required per head of population); 

 Benchmark cost estimates for local infrastructure items, including standardised adjustments 

for indexation, contingency, regional and other factors; 

 Median land values (historical and current) by local government area; 

 Contributions for land acquisition by LGA and council type; 

 IPART assessed contributions plans.  
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I do not recall any warning or consultation when the announcement came out. The introduction 

of the cap sent our council into shock as although the draft plan for the new growth centre had 

been reduced to around $45,000, this was still well over the $20,000 cap (Metropolitan council).  

The council I was working at was releasing new greenfield growth centre land areas and was 

working closely with DoP on contributions. The DoP had flagged the introduction of a ‘cap’ and 

‘essential works list’ but there was little concrete information (DPE
#
). 

It was unclear how the $20,000 rate was determined (Metropolitan council). 

5.2.2 Impact of the cap 

The cap was perceived to impact upon each of the various stakeholders differently. For councils 

there was immediate financial concern:  

My recollection is that this came as a surprise and was a significant disrupter for local 

government. Council was caught in a scenario where it faced extensive financial shortfalls 

(DPE
#
).   

Our existing contributions plans had commenced, and the cap would have had major impacts. 

This is potentially where the transitional arrangements came from; where 25% of development 

consents had been granted these plans were exempt from the cap. This helped to fix the worst 

of the housing supply interruption that was caused by the cap (DPE
#
). 

Following the introduction of further reforms in 2010 (DoP 2010a), including the $30,000 greenfield 

cap, provision for an exemption from the cap where more than 25% of development has been 

approved and the introduction of gap funding mechanisms, respondents considered that the financial 

impact to councils should have been minimal: 

At one level, the introduction of the cap shouldn’t have impacted councils, as IPART has 

considered requests for contributions plans above the cap and most of these applications have 

been approved, some significantly higher than cap (LGNSW).  

Following the introduction of the cap came various policies for councils to recover the amount 

above cap, including the state government funded Housing Acceleration Fund (HAF), Priority 

Infrastructure Fund (PIF) and now LIGS. Once this alternative funding was set in motion it was 

not a big issue for this council (Metropolitan council). 

The introduction of the EWL and gap funding mechanisms have had their own impacts: 

There is potentially a greater impact from the pairing back on necessary infrastructure, those 

services still need to be provided, someone needs to pay for them (LGNSW). 

The contributions cap impacts the state government, as it has had to find a funding source to 

address this gap. The funding is sourced through NSW Treasury, not DPE’s budget. My 

understanding is that this is a large financial burden and the Government has announced a 

winding back of this funding. The reductions to the SIC levy is also an ongoing financial burden 

to NSW Treasury (DPE).  

There has also been a resourcing impact to both councils and state government: 

To get LIGS funding you need to go through IPART. A lot of councils chose not to do this, as the 

IPART process is extremely resource intensive. The first Plan we had reviewed took 18 months 

to adopt. Since then there has been about another five plans reviewed, ranging from 12 to 18 

months (Metropolitan council). 

There has been a resourcing impact to DPE as staff time has been required to facilitate 

contribution plan reviews and implementation of the LIGS (DPE).  

There have been some non-financial impacts of the cap and IPART review process: 

The process of having a contributions plan reviewed by IPART has potentially slowed the 

release of land by Councils by a six months plus time frame (LGNSW). 

The introduction of the cap has resulted in an increase use of Planning Agreements over the last 

decade. These are often in lieu of a $30,000 capped contributions plan, and have enabled 
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developments to start before a plan is finalised. This also benefits the developer as the rate is 

‘locked in’ and either the monetary contribution can be paid, or the developer can deliver works 

in kind. This is well understood by the developers and allows the developer to provide the 

infrastructure, which can be harder in fragmented areas (Development industry). 

There have been benefits to the introduction of the cap. The cap and subsequent IPART review 

process is seen to have brought accountability to the contributions system: 

It could be argued that bringing IPART into it the process brought about robustness in council’s 

planning, however this process has also showed that Councils know what they’re talking about 

and that they have not been ‘gold plating’ contributions plans (LGNSW). 

The cap and the essential works list work together. If a plan is over the cap then non-essential 

items must first be removed, helping to reduce the gap. Then if the plan is still over it must be 

reviewed by IPART (DPE). 

There were also cash flow benefits to councils: 

The state government ‘gap’ funding (i.e. HAF, PIF, LIGS) was positive in that it provided funding 

earlier than when it would usually be received. The gap funding is paid on development 

approval, rather than when the lots are subdivided (Metropolitan council). 

The cap was welcomed by the development industry: 

There are many benefits to the cap; it provides certainty (from the time of buying raw land to 

delivering houses), it increases feasibility, which helps to increase supply, it makes councils that 

are under the cap more efficient (and encourages councils to stick to the cap) and it is supported 

by gap funding (Development industry). 

5.2.3 Evaluation or review of the cap 

Interview respondents were asked whether they were aware of any evaluation or review of the cap, 

and their thoughts on the announcement of the LIGS phase out.  

The only form of review or evaluation appears to be a review of the state government funding 

arrangement (LIGS): 

It is understood that the LIGS is being phased out as the State Government can no longer afford 

to fund the gap forever, as it was costing them too much. In these “LIGS transitional areas” the 

cap will be removed but in all other areas the cap still applies (Metropolitan council). 

However the EWL and IPART review process is here to stay: 

The ‘cap’ on development contributions has been the subject of careful consideration and it was 

recently announced that the cap would be progressively removed. It is important to note that this 

does not change the requirement for IPART to review contributions plans above the relevant 

threshold ($20,000 or $30,000). This remains an important feature of the contributions planning 

framework and provides assurances to the development industry that costs are being carefully 

monitored and reviewed (DPE). 

It is disappointing that Plans still need to go through IPART for review and that the essential 

works list still applies. For example, community buildings are necessary to support a new 

housing development yet remain unfunded (Metropolitan council). 

There are no known plans to review or remove the cap, EWL or IPART review process: 

I am not aware of any plans to review the cap. The IPART review process is here to stay. The 

cap provides a trigger or threshold for when a plan needs to be reviewed by IPART. The IPART 

review process adds weight to a plan. It is a three step process: 

1. Councils can independently prepare a plan up to the $20,000 or $30,000 cap; 

2. If the plan exceeds the relevant cap they need to limit the works to the EWL; 

3. If the rate is still over then they need to send the plan to IPART for review (DPE). 

This is seen as an important oversight function and with the removal of top-up funding, it will 
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remain important to ensure that contribution rates are kept in check. The development industry 

needs confidence that they are being asked to pay their fair share of infrastructure costs. The 

IPART review provides this function (DPE).  

With the phase out of the LIGS and increase of the cap in these areas, the cost will be shifting back 

to developers and the debate continues on who should be funding: 

The state government should continue to play a greater role in funding essential infrastructure 

(LGNSW). 

DPE acknowledges the need for broader reforms, but in terms of funding infrastructure, the state 

government is providing large state infrastructure such as schools, hospitals and major roads. 

The federal government allocates GST revenue to state government, so in that sense we are in 

a similar situation to councils, relying on funding from higher tiers (DPE). 

5.2.4 Appropriateness of the cap 

The question of whether the cap is considered current and appropriate was asked. Not surprisingly 

the local government respondents gave a resounding ‘no’: 

It was never an appropriate reform mechanism. It just made them look like they were doing 

something when they weren’t (LGNSW
#
). 

No. The EP&A Act and EP&A Regulation are designed to cover contributions by developers. 

The supplementary Ministerial powers, under which the cap was imposed only limits the 

developer’s portion. The infrastructure still needs to be funded - someone has to pay. As long as 

costs are reasonable, the next question is who should pay what (Metropolitan council). 

The DPE respondent offered the following perspective, which highlights the complexity of the topic, 

its various influences, perspectives and considerations: 

I think that the effectiveness and appropriateness of the cap and essential works list could be 

debated at length and with great energy. There are a variety of views and this has significant 

influence on how you would perceive these tools.  

For example, if you wanted to send clear price signals to the development industry regarding the 

cost of development and ensure that we capitalise on existing infrastructure investment, then the 

‘cap’ did not achieve this. However, if you wanted to put downward pressure on the cost of 

housing production to improve housing affordability, then perhaps the ‘cap’ was a useful tool as 

development in greenfield areas remains relatively more affordable than inner/middle suburb 

areas.  

If the objective is to bring housing to market, then the ‘essential works list’ ensures that 

infrastructure is provided to facilitate this outcome. However, if the objective is to deliver 

liveability and amenity, then you could view the ‘essential works list’ as a barrier.  

I don’t think I could offer a particular view on this question (DPE).  

The development industry stated: 

The current contributions framework is not considered current or appropriate and there are a 

number of recent reports on this topic. There is little accountability as to how and when 

infrastructure will be delivered. Rates are unpredictable, unclear and highly variable 

(Development industry). 

5.2.5 Alternative approaches to the cap  

Most participants were then asked their thoughts on alternative approaches to the funding of local 

infrastructure and/or the development contributions regime, or if they had any other comments on the 

topic. There was a range of responses.  

LGNSW stated: 

There are many ways to “slice and dice” the costs but at the end of the day infrastructure is 

needed. The state government should be playing a far greater role in this space, whether 
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directly funding, or some sort of fund type arrangement such as an infrastructure development 

fund (LGNSW). 

The metropolitan council responded: 

Local infrastructure costs what it costs. Councils need to acquire land and build the works. It is 

who pays that is the big question. The White Paper tried to look at this, suggesting a broader 

base on which to levy contributions, for example a tax paid by all Sydney Councils. 

In the past there was an expectation that the additional houses would provide more rates 

income for council, and that this could be used to fund the infrastructure. This is considered 

unreasonable as rates are fundamentally designed to cover operational costs. 

One of the biggest costs in our plans is land acquisition. Good planning principles may suggest 

that open space is best located next to medium density housing, however this means that 

council is acquiring land for open space at medium density land values. Locating open space 

next to creek lines to reduce the cost is an option, however this may not provide the best 

planning outcomes (Metropolitan council). 

DPE responded: 

There is a need for broader reforms. The current system places the whole of the upfront cost 

on the first developer. Councils are also subject to rate pegging which restricts their funding 

source for the operational costs. Cost sharing is a possibility. There is also a political aspect to 

any reforms and policy decisions (DPE). 

The development industry’s thoughts are: 

The contributions framework in NSW is broken. In fact, the whole planning system in NSW is 

broken. Developers are paying the full cost; we need to shift to a beneficiary pays model and 

spread the cost of infrastructure across a broader range of beneficiaries (Development industry). 

The development industry representative was also asked about their experience in how land values 

are determined, and whether they are driven by market demand or based on development costs (i.e. 

raw land, contributions, profit margins etc). 

In terms of land sale values, developers can charge a maximum price to what the market will 

accept. Over a short term period there may be a market demand element, however over the 

medium to long term the price of land is ultimately dictated by supply (Development industry). 

5.2.6 Summary of interview responses 

The interview responses have been valuable in providing a range of perspectives on the topic and 

linking the literature review findings to practical experience.  

From a local government perspective, the cap impacted not only on a council’s ability to fund 

required infrastructure, but also to strategically plan for infrastructure provision (for example needing 

to relocate open space from residential areas to next to creek lines after master planning had 

occurred). The IPART review process adds another lengthy and resource intensive step into the 

already complex process of preparing and adopting a contributions plan. 

The state government acknowledges that contributions are a complex policy area and there are 

different needs that need to be met (i.e. ensuring adequate land supply, ensuring development 

feasibility and ensuring communities are adequately provided for). The gap funding cannot be 

maintained and is currently being phased out, however IPART will continue to review contributions 

plans above the cap. The need for broader reforms is acknowledged. 

The main concerns expressed from the development industry was the lack of transparency in the 

way contributions are calculated and the uncertainty as to that the contributions will be from the time 

raw land is purchased to the time they are levied. The development industry also identified a need for 

broader reforms. 

  

















Development Contributions in NSW: A review of the Section 7.11 contributions cap 

  Page 39 

6. SUMMARY, CONCLUSION AND RECOMMENDATIONS 

6.1 Summary 

The dissertation has addressed an issue that is an important part of local government’s legislated 

function, the levying of development contributions. The use of a development contributions system is 

generally supported and will continue to be a major source for councils funding new infrastructure, 

however it appears that the scope and quantum of contributions will continue to be debated, as will 

any potential impact on housing supply and affordability and an ‘ideal approach’.  

The introduction of the cap aimed to mitigate the effects of the GFC on housing supply and 

affordability, however in the ten years since its introduction it has not been reviewed or evaluated. 

This research set out to answer three questions: 

1. What have been the trends in Section 7.11 contribution rates between 1993 and 2018? 

2. Has the contributions cap been an effective reform mechanism? 

3. What are alternate approaches to the current contributions cap? 

To answer these questions a mixed methods approach was adopted. Firstly a narrative literature 

review was carried out. Then, a quantitative survey was sent to thirty councils to ascertain the trends 

in contribution rates between 1993 and 2018. Third, semi structured interviews were held with a 

range of stakeholders including local and state government and the development industry. Finally, a 

wide range of secondary data was analysed. 

The literature review has explored a range of information including the background and progression 

of the NSW development contributions systems, which was found to be complex and subject to 

regular review and reform. Whilst it is acknowledged that development contributions are a cost of 

development, there were found to be various arguments and positions, both for and against, whether 

or not contributions directly impact housing prices and therefore housing affordability. There was 

limited information found to support the basis for the introduction of the cap, in particular how the 

$20,000 and $30,000 caps were determined. 

The quantitative survey data allowed trends to be identified for each council type that responded 

(metropolitan, metropolitan fringe and regional), highlighting that there has been a steady increase in 

rates, more significant in metropolitan and metropolitan fringe councils. A desktop analysis of rural 

and large rural councils showed that these councils generally do not have a Section 7.11 plan. 

The interview responses were invaluable in gaining practical insight into this complex problem from a 

wide range of perspectives including local and state government and the development industry, and 

added to the understanding of the cap and contributions system. 

The analysis of secondary data explored benchmark provision standards and cost estimates, the use 

of which could potentially inform a more structured contributions framework. Queensland and Victoria 

also have some form of contributions cap or standard levy in place, and there are lessons that can be 

learnt and adapted by NSW from these states as well as Western Australia. Median land value data 

for LGA’s was compared against average contribution rates for council types to understand the rates 

as a percentage of land value. The IPART reviewed plans were tabled by council type.  

In summary, this research report has employed a range of data gathering and analysis methods to 

provide an evidence base for a review of the Section 7.11 contributions cap in NSW. 
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6.2 Conclusion 

This dissertation has provided the following answers to the research questions: 

1. What have been the trends in Section 7.11 contribution rates between 1993 and 2018? 

The quantitative survey data has allowed trends in Section 7.11 contribution rates from 1993 to 2018 

to be identified. Although responses were only received from a limited number of councils, data for a 

number of contributions plans was provided, allowing trend data to appear. The trends are shown at 

Section 5.1 of this report in line graph format. 

The trends identified from the survey are that rates are increasing. In metropolitan and metropolitan 

fringe councils these increases are quite significant. In regional councils rates have been steadily 

increasing however the quantum is not as high and they are still generally under the cap. Section 

7.11 contributions do not appear to be an issue in rural and large rural councils. 

Due to the various transitional arrangements that have been put in place since the original 

introduction of the cap, the cap appears to have had limited impact on steadying contribution rates. 

Further, once the cap is lifted in the LIGS transition areas contribution rates are set to escalate 

significantly. 

2. Has the contributions cap been an effective reform mechanism? 

There are many different factors to be considered when attempting to answer this question. This 

study can only begin to attempt to do this. 

On one hand the development contributions system is supporting housing development through 

ensuring that new communities have adequate infrastructure provision. On the other hand there are 

arguments that contributions are making housing unaffordable. The cap aimed to reduce this impact. 

There are a number of exemptions and exceptions to the cap, so in some way it has limited effect. 

Where the cap has reduced the developer contribution it has created a funding shortfall (gap) that 

has needed to be funded by another source, thereby only shifting the cost to another party. In some 

areas the cap is now being phased out, and by 1 July 2020 will not apply in these areas at all. 

The cap has been effective in establishing a threshold over which a plan must be reviewed by 

IPART. This process has provided assurance to the development industry that costs are being 

reviewed but added additional resource and time to a plans preparation. 

3. What are alternate approaches to the current contributions cap? 

The cap provides a threshold contribution rate, above which a plan must be reviewed by IPART. 

Based on average contribution rates and median land value data for each council type, it is 

considered that a statewide cap amount is not appropriate; rather a cap amount for each council type 

could be established. 

The findings from the review of the other Australian states have provided alternatives that could 

potentially be implemented by NSW. This could include providing capped rates for non-residential 

(i.e. industrial and commercial) development (see Victoria DELWP 2018) or all types of land uses 

(see Queensland DILGP 2016). Alternatively the cap could apply only to selected metropolitan 

greenfield development sites and/or other recognised growth areas (see Victoria DELWP 2018). 

There are potentially increased regulatory controls and guidelines that could be provided to assist in 

limiting the scope and quantum of contributions levied (see WAPC 2016). 

The following Section 6.3 provides additional recommendations regarding alternative approaches. 
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Appendix 4 Project Information Sheet - Survey 
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Appendix 5 Project Information Sheet - Interview 
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Appendix 8 Research Instrument – Interview Questions 

 

Stakeholder: Local government (Metropolitan council and industry representative)  

Q1 What is your recollection of the introduction in the cap in 2009/2010; what was the climate 

(economical, planning reform etc) at the time; do you recall a draft proposal being exhibited for 

comment or any other form of consultation? 

Q2 How has the introduction of the cap impacted on NSW local government organisations 

capacity to levy and collect contributions to fund additional infrastructure requirements? 

Q3 The Local Infrastructure Growth Scheme is the most recent State Government mechanism to 

fund the ‘gap’, however the Department of Planning and Environment has recently advised 

that will be phased out, resulting in developers funding the full contribution rate, effectively 

removing the cap for these contributions plans. What are your thoughts on this? 

Q4 Do you consider the contributions cap to be current and appropriate reform mechanism? 

Q5 What would an alternative approach be to funding local infrastructure and/or the development 

contributions regime? 

 

Stakeholder: State government (NSW Department of Planning and Environment) 

Q1 What is your recollection of the introduction in the cap in 2009/2010; what was the climate 

(economical, planning reform etc) at the time; do you recall a draft proposal being exhibited for 

comment or any other form of consultation? 

Q2 How has the introduction of the cap impacted on the department financially? 

Q3 Has there been any form of evaluation or review of the program carried out? 

Q4 The Essential Works List and IPART review process are currently being reviewed, are there 

any plans to review the cap, either the rate or the mechanism itself? 

Q5 Is the current reform mechanism considered to be current and appropriate? 

 

Stakeholder: Development Industry  

Q1 What is your recollection of the introduction in the cap in 2009/2010; what was the climate 

(economical, planning reform etc) at the time; do you recall a draft proposal being exhibited for 

comment or any other form of consultation? 

Q2 Has the introduction of the cap impacted on the development industry, and if so, how? 

Q3 Has the introduction of the cap impacted the provision of new infrastructure required to support 

new development? 

Q4 What is your experience in how land sale values are determined; are they based on market 

demand or development costs (i.e. raw land, contributions, profit margins etc)? 

Q5 Do you consider the development contributions framework to be current and appropriate? 




