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It is considered that ‘value capture’ is one viable way to share the benefits of land value uplift 
generated by planning decisions with the community. Currently the property owner and the 
developer receive a significant financial windfall benefit from rezoning as councils work to 
achieve housing targets set by the NSW Government. The broader community bears the 
impact of increased density, often in the form of increased traffic/parking issues and 
congested open space, with no significant offset benefit.    
 
A move toward a value capture system was initiated 50 years ago with the enactment of the 
Land Development Management Contribution Act 1970 (NSW). This legislation was never 
gazetted to commence, though may be a starting point for implementing value capture in New 
South Wales.  
 
The community has historically been opposed to change when it does not come with 
investment in the public domain, and does not improve the amenity of residents in the wider 
area. Value capture represents an opportunity to deliver positive change for the wider 
community as part of urban growth, and to fund the very welcome new focus on making ‘great 
places’ that is reflected in the District Plan and LSPS framework. 
 
Rezoning of land automatically increases the land value and any property to be acquired for 
infrastructure or open space is automatically more expensive. Even being identified for future 
growth creates speculation and drives up land values.  Rather than sharing in value uplift, 
Councils can be disadvantaged by having to pay more for land required for community 
infrastructure. 
 
The current situation of value escape encourages housing price bubbles and unnecessarily 
high project build costs, as developers compete for builders and trades in an attempt to 
capitalise on the short period of speculative increase in each property market cycle. This 
“feast or famine” approach to development is a major factor in the housing affordability issue. 
For many years the Reserve Bank of Australia has commented on the unhealthy economic 
consequences of a housing price bubble. Refer to the publication, via the following URL: 
 
https://www.rba.gov.au/publications/confs/2011/yates.html 
 
Ideally the development approval pipeline should encourage a reasonable supply of 
development, particularly housing, during all phases of the property market cycle. Transparent 
value capture at the initial rezoning can assist in smoothing out the peaks on the supply side.  
 
An alternative to using the term value capture, is to seek support for a Local Infrastructure 
Contribution – paralleling State Infrastructure Contributions. This funding is needed for ‘catch 
up’ infrastructure and embellishment in neighbourhoods undergoing rapid change, essentially 
place making infrastructure and urban amenities improvement. Any contribution would be paid 
when zoning is changed to increase yield. This could be deferred until the first sale after the 
rezoning to ensure the cost becomes part of the cost of development.  
 
Another option is for a contribution to be captured as part of an ongoing levy (for a period prior 
to development), separate to rates. Any system needs a reasonably long lead time so that it 
can slowly feed into decisions to purchase land for development. A staged approach would 
help the market adjust to the change. 
 
Recent proposals to increase the contribution amounts do not assist the majority of Councils 
because higher contributions are limited to employment criteria and provision of essential 
facilities. In practice substantial suburban job growth is difficult to achieve.  The restriction to 
essential facilities does not recognise the diverse needs of a community and facilitates only 
basic infrastructure provision. 
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Development contributions have less impact on housing affordability than the development 
industry asserts and should not be curbed due to industry pressure. The Commission’s own 
publication indicates contributions are a very minor element in overall project build cost. 
Contributions are not passed on to homebuyers as the price of housing is set by the balance 
of supply and demand in the market. Because of this driver, if contributions are reduced either 
landowners ask more for their land or developers profit increases.  
 
This happened in Sydney in early 2010’s when contributions were capped, and asking prices 
for englobo land increased. Despite contributions falling in real terms in the 2010’s decade, 
the price of land doubled. A similar result occurred with first home buyers’ grants. Increasing 
the supply of money to compete for the same real estate boosts demand for the limited supply 
and process rise. 
 
The needs of the community are extensive, and it is nuanced infrastructure that enhances 
liveability and creates ‘great places.’ Development contributions are presently the primary 
funding source for new capital investment to meet the changing and growing needs of local 
communities. Costs are increasing, yet the current system has not changed to reflect these 
increasing costs, and in some aspects has become more restrictive over time. 
 
In any change there needs to be transparency so that the development industry understand its 
obligations and the community has confidence that development will be supported by 
necessary community infrastructure.  The means of calculating, collecting and spending 
contributions should be robust and visible. 
 
Much of the discussion paper covers the issues previously raised by Council in its submission 
to the NSW Department of Planning, Industry and Environment on proposed reforms to the 
current system. This is attached for your information.  
 
Council would welcome the opportunity to participate in further Stakeholder roundtables. If you 
require further information please contact  

   
 
Please note this is a draft submission, yet to be endorsed by Council. An endorsed 
submission will be forwarded to you following Council’s consideration. 
 

Yours sincerely, 

 
 




