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NSW Productivity and Equality Commission report identifies financial feasibility as the key
restriction on housing supply

Urban Taskforce Australia CEO, Tom Forrest, today welcomed the release of the NSW
Productivity and Equality Commission’s report as laying the groundwork for the immediate
task at hand for the Minns Government when it comes to turning around the housing
supply crisis.

Full praise must go to Premier Minns and Treasurer Mookhey, who commissioned this
Report in the face of the growing problem of housing supply and approvals decline.

In a blunt assessment, Peter Achterstraat’s Report points the finger at over regulation by
governments and councils, adding to costs, reducing project feasibility and limiting
supply. This has been exacerbated by the massive growth in demand for skilled
construction workers and the failure of the immigration and skills training program to meet
this demand.

With all the froth and bubble of the local government elections out of the road this
weekend, the Minns Government has a window of opportunity over the next three
months to get the setftings right to ensure the best possible chance of meeting its housing
supply targets.

The Commission’s report, Review of Housing Supply Challenges and Policy Options for
New South Wales, critically identifies feasibility as the greatest impediment to housing

supply.

The Commission has done something government departments rarely do — their
methodology involves sitting down with the practitioners in the field, from all sides of the
debate, to find out the issues holding back housing supply.

The executive summary spelt out in no uncertain terms the cost challenges facing
industry:

"Many residential development projects in Sydney are not feasible in the
current economic climate - in many places, the sale price of a new home
such as an apartment does not cover the costs and risk a developer faces to
build that home ...

“Analysis that the Review commissioned from the Centre for International
Economics (CIE) shows that the indicative cost of delivering a new apartment
in a typical mid-rise apartment block in Sydney has risen from $666,000 in
2018 to $905,000 in 2023, an increase of $239,000 or 36 per cent. Compared
with an estimated sale price of $885,000, the increase in costs suggests that
many residential developments are not feasible to deliver in the current
environment.

Review of Housing Supply Challenges and Policy Options for NSW, p.10 (emphasis added)
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The Commissioner’s report starts to address the tone deafness from the Department of
Planning and other government agencies when it comes to working with the private
sector to feasibly build the homes we so desperately need.

The recommendations are strong and clear. They reflect many of Urban Taskforce’s calls
on the Government to focus on project feasibility and its central importance to housing

supply.

1. Remove barriers to increased density and allow more density in feasible locations
(particularly Sydney's east and north);

2. In adirect rebuke of the NSW Government Architect’s office, the Report
recommends, as a priority, the relaxation of design related requirements in the
Apartment Design Guide that weigh on feasibility, such as car-parking, solar
access, and minimum apartment size requirements;

3. Get on with the job of removing the now defunct Greater Sydney Commission’s ill-

considered prohibition of housing and mixed-use development on all industrial land

and allow for a merit assessment;

Expand the TOD program to include other precincts in Sydney’s east and north;

. Free up construction workforce capacity and avoid crowding out of private sector

residential construction;

6. Allow a fast track for developments with an existing DA to add extra floors to boost
project feasibility;

7. Streamline the development process, including relaxing onerous DA conditions,
reducing unnecessary Building Commission red tape (in fact —the Report calls for a
review to evaluate the impact of recent building reforms on development
feasibility) and design competition requirements — all of which the Report says adds
to costs and reduces supply;

8. Delay the incidence of feasibility killing developer contributions by pushing the
payment back to the occupation certificate stage;

9. Attract skilled immigration to the housing sector and growing the construction
workforce; and

10.Ensure that the delivery of diverse housing is backed with incentives for the private
sector to deliver such housing (like the Government’s infill affordbale housing
incentives).

SR

The focus over the next five years when it comes to infrastructure must be on housing
supply and this requires projects to be feasible. This is a recurring theme in this Report and
it is long overdue. It is hoped that this Report is a kick-start for some serious reform.

The Commissioner clearly states that the 377,000 new homes committed to be delivered
over the coming 5 years by the Minns Government under the National Housing Accord, is
under threat, with the DPHI forecast as of December 2023, predicting only 172,900 to be
delivered in Greater Sydney — almost 100,000 less than needed. Dramatic reform is
desperately needed.

Today's report shows how feasible housing supply can be achieved, but time is
desperately short. There is social licence for housing supply not experienced in NSW for
decades.

The Government needs to use this licence and undertake the planning reform, reprioritise
the infrastructure settings, and importantly recognise the feasibility challenges facing
housing development and adopt these recommendations to enable the private sector to
get on with the job of supplying the housing needed.

The comments and analysis above can be attributed to Tom Forrest, CEO, Urban Taskforce Australia.



