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FIRST HOME OWNER GRANT AMENDMENT BILL 2009 
Second Reading 

Resumed from an earlier stage of the sitting. 

HON LYNN MacLAREN (South Metropolitan) [9.21 pm]: I will respond to the debate on the bill and 
indicate my support for the bill. It is generally a positive move. Hon Ken Travers went into some detail about 
what the bill does. I will perhaps take it up where he left off and cover some of the comments he made as well.  

The Greens (WA) welcome the proposal to put a cap on the price of properties. It is a really important and 
positive move in the right direction. We welcome the opportunity also to comment again�I am sure it is no 
surprise�on housing affordability in WA, which, as members know, has never been worse. 

In responding, I indicate that I have organised my comments into four parts. They begin with a reflection on 
housing and housing affordability as a human right. The Greens believe that affordable housing is a basic human 
right and that the state government is responsible for providing a policy framework and planning infrastructure 
to ensure that safe, secure and affordable housing is available for all Western Australians. Local and state 
planning rules should ensure that housing is available close to jobs, schools and other essential services. Housing 
affordability should be measured to account for the full cost of living in a particular place, including energy and 
transport, as well as access to services and employment. Urban design and housing energy efficiency standards 
are therefore increasingly important, as are reforming existing incentives and tax structures to more effectively 
support housing affordability for lower and middle-income Australians. There, of course, is how we come to the 
first home owner grant; it is one of those incentives. It is timely to review the goals to ascertain whether Western 
Australians are really achieving these ends of housing affordability through the scheme. 

The notion that every Australian will own his or her own home is one of the cultural variations that I have noted 
are different from the cultural variations in my country of origin. Many Australians no longer regard housing as a 
basic human right; they see it overwhelmingly as a strategy for wealth creation through property acquisition. I 
believe it is really important that we as a society ensure that basic rights and essential needs are met first before 
we worry about wealth creation. In Australia, home ownership is widely held to be the only secure form of 
tenure. This does not have to be the case. Other countries have other tenure options that guarantee security of 
tenure but without the need for a 40-year mortgage. The tenure options include long-term, secure, affordable 
rental housing, housing cooperatives, shared equity schemes and a far higher proportion of well-designed social 
housing stock. Renters are the elephant in the room.  

The Western Australian Council of Social Service reminds us that 25 per cent of Western Australians rely on the 
rental market to meet their housing needs. The problem of housing stress has been found to be more acute for 
those in the private rental sector, and it is getting worse. That ties in with the first home owner scheme. In 2006, 
27 per cent of low to moderate income renters were experiencing housing stress compared with six per cent of 
purchasers. An article in the Daily Telegraph in October 2007 reported how the rental crisis was having negative 
psychological impacts on tenants. A growing number reported rent-associated depression and anxiety.  

About one in three Australians rent. The survey by www.realestate.com.au found that 89 per cent of renters had 
reported experiencing psychological effects directly related to the rental climate, 59 per cent of renters expressed 
anxiety over their renting predicament, 41 per cent felt helpless in their rental situation and one in five said they 
felt rage and fury over their situation. The survey found that only 11 per cent of renters were happy with their 
current accommodation and only four per cent felt well cared for by their landlords. More than one-third said 
they would never be able to own a home. This is one of the things the first home owner grant provides�an 
opportunity to own a home.  

Let us look more carefully at whether that is working. If people cannot rent affordably, how are they supposed to 
save a deposit for their first home? That is not to mention the massive cultural and demographic shifts that have 
occurred in our post-war generation, including high rates of divorce, career shifting, a new term I have learnt 
called job churn, mature-age students going back to school, women having children later in life and so on. All of 
these life paths do not match the linear model of buying a house and settling down. I fear that we are on a 
treadmill where we are fooled into believing it is good to expect housing prices to be constantly pushed up. We 
need to live within our means. It has been documented that first home buyers are now borrowing more than 
established home owners for the first time in history. 

According to the second reading speech, the first home owner grant scheme is a temporary measure designed to 
stimulate housing activity and is funded by the commonwealth. The six-month national extension of the federal 
boost from June 2009, when it was expected to end, to 31 December 2009 is expected to cost $539 million 
nationally. The cost of the boost to the federal government for WA recipients is $101 million in 2008-09 and it is 
expected to cost a further $91 million in 2009-10. The state expenditure on the full forward effect on the WA 
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first home owner grant from the boosted federal government was $29.7 million for 2009 and a further 
$13.1 million for 2009-10 at the time of the second reading speech. This amount is twice as much as the state 
government proposes to spend on its feed-in tariff for the next four years. Why is government funding so readily 
available in one important area but so hard to find in other equally important areas? In recent months we have 
seen the state government�we heard the word �backflip� today, but whether backflip is the word is, I think, 
under consideration�change its proposal for a gross feed-in tariff for renewable energy generation, picking up a 
suboptimal net tariff method instead. Would the minister please clarify for us the total cost to the state of this 
boost? I have given some figures and I know Hon Ken Travers gave some figures from the mid-term review and 
the forward estimates. If we could get the total cost, it would be helpful. We understood that the second reading 
speech provided only for the effect of the boost. The figure of $13.1 million for 2009-10 was provided in the 
departmental briefing that I was given in July.  
I mentioned earlier that we support the introduction of a cap on the value of properties that are purchased with a 
first home owner grant. It rules out those $1 million properties that hit the news, which people were really 
concerned about. That is a really good thing. However, we still think it might need some more attention. As 
Hon Ken Travers asked: how does it relate to the median cost of homes or even the median income?  

I note on page 3 of the explanatory memorandum the reference to the need for the cap to be at least 1.4 times the 
median house price. I question why Western Australia is higher. The median house price in Perth is now 
$481 903 and this translates to a cap of $675 000, not $750 000, which is in the bill. From my calculations, the 
cap of $750 000 is 1.5 times the current median house price. Hon Ken Travers said it is 1.8. I also wonder on 
what basis did the members in the other place arrive at the decision to have a cap of $1 million for houses north 
of the twenty-sixth parallel. In the March 2009 quarter, the higher cap was 1.62 times higher than the median 
house price in the Pilbara and 1.88 times higher in the Kimberley. It might be better to have a formula rather than 
that fixed figure.  
The figures from the Department of Treasury and Finance that list the first home owner grant median price paid 
in the Perth metropolitan area and regional WA from July 2000 to April 2009, clearly show that median prices 
paid in regional areas are consistently lower than is the case for the metropolitan Perth. The Department of 
Treasury and Finance figures for August 2009 show, for example, that the median house price for first home 
grant recipients in Perth was $382 750 and for regional WA it was $310 000. According to page 4 of the 
explanatory memorandum, the proposed caps will still enable about 85 per cent of first home buyers in Western 
Australia to access the grant, while nonetheless improving the targeting of assistance. How can the grant that can 
be accessed by 98 per cent of first home buyers improve that targeting of assistance and on what basis was it 
decided that 98 per cent of all first home buyers should be entitled to government subsidies? Another way of 
looking at that same question is: on what basis was it decided that a person who can afford to buy land and build 
their first house for a total of, say, $700 000 is a person who is in need of public money in order to enter the 
public housing market?  

To conclude on the matter of the proposed caps in the bill, I believe the high cap simply confirms the spiralling 
unaffordability of home ownership in WA and contributes nothing towards effective smart targeting of resources 
to assist the most needy to get onto that housing ladder.  

We understand that the state is prevented by an intergovernmental agreement to introduce a means test for the 
grant. The Greens urge the state to work with other states and the commonwealth to improve the targeting of the 
first home owner grant to first home buyers in the bottom 40 per cent of incomes.  

Part four of my analysis of this grant is about location, inflation and affordability issues. We recognise that this 
bill relates to the First Home Owner Boost scheme in particular, but it raises for discussion the concept of the 
first home owner grant and the impact that it has had on the housing market and housing affordability. It is 
especially so given that the department assured me at a briefing that the first home owner grant is an expenditure 
item in the Treasury budget that will be ongoing. That is, there is no end date for the $7 000 handout. Members 
must be wondering whether this is inflationary. The grant is expensive and has cost Western Australian 
taxpayers more than $1.9 billion since it was introduced. Therefore, for the record, I have to ask: how much to 
date has the WA government spent on this grant�that is, just the WA government�s portion? The Treasury 
website shows that the total number of grants paid from June 2000 to August 2009 is 155 542. That is a lot. One 
hundred and twenty thousand of the grants, which is 78 per cent, went to established homes, and 34 800 grants, 
which is 22 per cent of the total number of grants, went to new homes. It translates, as we said, into a total cost 
in WA of $1.9 billion. That is $840 million to established homes and $243 million to new homes, and it excludes 
the additional federal boost amounts paid in 2001 and 2002, and from 2008 to the end of 2009. 

Let us talk a bit about location. There is much talk about the importance of homeownership in relation to 
prosperity, but the Greens have long argued that our future prosperity depends on using our natural resources in a 
sustainable way. With a rapidly growing population of more than one and a half million people, our city has 
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breached key thresholds of water consumption, energy demand, traffic volumes, land clearing, housing 
affordability and air pollution. Social disadvantage is being entrenched in poverty postcodes, with fewer 
services, higher pollution loads and high vulnerability to increasing oil prices. Our vision is for a socially 
diverse, inclusive, child-friendly archipelago of urban villages linked with fast, cheap public transport. The 
relationship between housing and sustainability is fundamental. Sustainability is not just about energy efficiency; 
it is about creating sustainable and resilient communities. This brings us back to location and the first home 
owner grant. 
I draw members� attention to the Queensland government�s department of housing. That is one authority that has 
already made the link. It now uses the term �successful housing�, which incorporates the following aspects as a 
necessity: appropriateness of housing for household needs; access to essential facilities, services and recreational 
opportunities required for a good quality of life, and participation in the life of the community; safety and 
security of housing and its setting; and long-term costs of transport, energy and property maintenance. Location 
and access to transport and services are two of the most important aspects of sustainable communities and 
successful housing, yet this government has been happy to push our first home owners out into the suburbs, most 
of which are poorly serviced by public transport. This only compounds their mortgage vulnerability. In April this 
year the total number of first home owner grants paid since 2000 for new houses and land was 31 985. It is 
notable that the vast majority of these dwellings have been built on the fringes of Perth, and with some of the 
weakest sustainability standards in Australia. 

On the issue of sustainability, I really have to say that we can do so much better than the current Building Code 
of Australia standard of 5 Star Plus. I fail to understand how in 2009 the Treasurer could get away with 
scrapping plans to roll out stage 2 of 5 Star Plus. This would have meant that all these new homes would have 
been built with a range of eco-friendly measures, including rainwater tanks and greywater systems. The Minister 
for Housing and Works, Troy Buswell, said this was because, according to my notes � 

�tougher environmental standards would deliver questionable cost benefits. � It is our view that 5 
Star Plus stage two is one of those measures where the affordability issues outweigh the sustainability 
issues. 

We have to say that Minister Buswell�s take on this is in error. Future proofing is an affordability issue, and 
allowing our first home owners to live in well-designed and eco-friendly houses is really the least we can do. 
The Department of Treasury and Finance keeps a list of the top 20 most popular suburbs that first homeowners 
are buying into with their grants. This makes for very interesting reading, especially if we compare the top 20 list 
with a list of places that have a train station or a regular bus service. Not many on the list�in fact only five�fall 
into that category. Ellenbrook is by far the most popular suburb for first homeowners. Only two weeks ago The 
Sunday Times reported that Ellenbrook had topped the list of the most used first homeowner grant locations for 
the second time in three years. It has been in the top three on the list for the past five years. Ray White 
Ellenbrook principal, Murray Blanchard, said that the suburb had successfully targeted generation Y because 
new infrastructure such as schools, a library and an aquatic centre enhance the place, and it is a great place for 
young people. That is a good thing, but one thing is missing from the list of infrastructure�I will cut to the 
chase�a train station. I remind the house that on 1 September last year during the state election, then Opposition 
leader, Colin Barnett, matched Labor�s commitment to build an $850 million rail line to Ellenbrook, down 
Alexander Drive to Lansdale. Mr Barnett said that his government would commit $53 million over the next four 
years to the project and that work on the 20 kilometres was set to start in 2012 and be completed by 2015. In 
April this year, ironically the same month Ellenbrook graced the number one spot on the first homeowner grant 
list, the WA government cancelled its feasibility study for the Ellenbrook rail link. Some certainty on the 
Ellenbrook station would be most welcome, we would think, for those first home owner grant recipients.  

Hon Norman Moore: Does this have anything to do with the bill, as a matter of interest?  

Hon LYNN MacLAREN: The Leader of the House probably missed the segue, which was that most of the first 
home owner grants recipients have bought in Ellenbrook.  

Hon Norman Moore: It is a very long bow. You should be talking about the bill, I would have thought, as 
opposed to something quite extraneous to the legislation.  

Hon LYNN MacLAREN: One of the problems with our current system of housing affordability is an ad hoc 
approach to addressing the problems, so I am trying to explain how they all interlinked.  

Hon Norman Moore: I cannot stop you, regrettably.  

Hon LYNN MacLAREN: I am nearly there.  

Hon Norman Moore: The train is nearly there!  

Hon LYNN MacLAREN: I think the train point was well made. I will move on to affordability.  
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A discussion of first home buyers is all about affordability; that is why we give them a grant. The median house 
price in Perth is now higher than Darwin�s and even Sydney�s at $477 865. When the first home owner grant was 
introduced in 2000, median house prices were only $136 000, and we could comfortably purchase a house on a 
median income. By 2007 the median house price was $446 000, and a household requires an income of $133 000 
to sustain such a loan. So we are doing very poorly by international standards. As was reported in 2008�
members might know the �5th Demographia International Housing Affordability Survey�, which usually graces 
the papers�Perth was the second most unaffordable city in Australia and the eleventh most unaffordable city in 
the world. In 2007 the median house income was approximately $62 000 per annum. Are members aware that 
most of our key workers, including our teachers, nurses and even our ambulance drivers, earn less than that? In 
2008 BankWest did a study of the key worker housing affordability and tracked the housing affordability for 
nurses, teachers, police officers, firefighters and ambulance officers across Australia. It classified an area as 
unaffordable if its house price to key worker earnings ratio was above five times. Therefore, the findings of the 
BankWest survey were deeply concerning. More than 90 per cent of local government areas in Perth were too 
expensive for key workers to buy a house in 2007 compared with only 40 per cent five years earlier. Nurses face 
the greatest affordability issues; with an average salary of $43 915 and a WA working population of 16 000 they 
are priced out of every single local government authority across Perth. In 2002, housing in 38 per cent of local 
government authorities was unaffordable for nurses. With statistics like this there are virtually no affordable 
suburbs left for people earning median incomes, and I really have to wonder what is left for people earning 
below the median income. 

None of Perth�s 291 suburbs is affordable for the bottom 40 per cent of income earners. Shelter WA has 
consistently produced excellent data on the state of housing affordability in Western Australia. It reported in 
June 2007 that none of our suburbs was affordable. Therefore, we have to be sceptical of a government that gives 
with one hand and takes away with the other. Only this year during the estimates committee hearing on housing I 
was told that not only have a number of shared equity schemes been cut, but that first home buyers applying for 
a loan through the government�s low-income housing scheme, Keystart, will have to pay double the deposit as of 
4 September. Why would the government end any scheme that is widely acknowledged to assist lower income 
earners to buy their first home? Here is another question for the minister: can the minister tell me what 
percentage of the first home owner grants have gone to low income earners�that is, people earning below 
40 per cent of the median income? It was not possible to get these figures from the department and I wonder 
whether anyone is keeping tabs. 

Actually, our friends in Victoria are keeping tabs. A study recently released, in fact only this week, by the 
Flinders Institute for Housing, Urban and Regional Research reported that homeownership fell by 15 per cent 
over the past two decades to 2006 for low income earners over 45 years of age and medium to high income 
earners under 45 years of age. The analysis found that the first home owner scheme boosted home purchases for 
people under 25 years of age, but many lower income earners in the 25 to 45 age bracket were unlikely to ever 
own their own home because their parents are spending their inheritance and prices remain tight. The study also 
found that after 1996, average house prices increased by three times on average to about 6.8 times the median 
household income, and debt levels have been surging. With rental prices also tripling in this period, and The 
West Australian reporting that generation Ys are now staying at home until they are 26 or 27 years old, I would 
agree with Dr Joe Flood, the institute�s adjunct professor, who said � 

� �the writing is on the wall for the �Australian dream�.� 

�The country that promised limitless land, cheap housing and near universal home ownership to all 
comers now has the most expensive housing in the world amid very tight housing and land markets and 
little prospect of restoring the balance,� � 

� 

�The only ways that this would happen are through a � complete re-evaluation of the situation and a 
coordinated effort by governments, planning and financial institutions to restore the balance between 
housing supply and demand�or tax away the imbalance�so that all Australians may benefit. 

Therefore, I bring this matter to the attention of the house because it is my genuine belief that the continuation of 
the first home owner grant does nothing for low income earners. It does little for teachers, nurses, emergency 
services workers and police who currently earn less than the median wage. It is simply a handout that does 
nothing to fix the chronic undersupply of affordable, sustainably designed housing in this state. It is a great 
paradox that during a period of unprecedented economic growth in Western Australia when the gross state 
product rose 107 per cent between 1990 and 2006, Perth became just about the least affordable place to live in 
Australia and the world. A quick scan of media articles and finance and housing industry reports on the idea of 
the first home owner grant raises a number of questions that the minister should address before the debate 
continues. It seems intuitive to think that increasing the first home owner grant would simply result in higher 
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house prices. Even the chief economist at ANZ Banking Group, Saul Eslake, has said that anything that puts 
additional cash in the hands of buyers merely results in more expensive houses. The Australian Council of Social 
Service, National Shelter and even the Governor of the Reserve Bank of Australia are with us on this one. A 
fundamental reason why Greens (WA) support this bill is that it is winding back the boost.  

However, I would like the parliamentary secretary to comment on the following arguments. The grant creates an 
artificially inflated housing market as against what would have been the case without the grant, and then simply 
provides first home owners with the money to meet the costs of entering that inflated market. Much, if not most, 
of the recent spike in first home ownership is driven by historically low interest rates rather than the grant. 
Therefore, is it true that the grant is a windfall to people who would have been able to enter the market anyway?  

Hon Ken Travers interjected. 

Hon LYNN MacLAREN: The deposit is an issue. 

I would also like the parliamentary secretary to answer: what was the median house price when the first home 
owner grant was introduced and what is it now? Comparing growth as a percentage, how does the growth rate of 
housing prices compare with increases in wages and gross domestic product over the same period? Can the 
parliamentary secretary confirm that the size of an average first home owner mortgage is now higher than the 
average non-first home owner mortgage, and does the parliamentary secretary find it strange that a demographic 
that has negligible equity, lower paid jobs and a greater risk of unemployment is taking on a higher level of debt 
than the rest of the population?  

I support the fact that the bill includes anti-avoidance provisions designed to stop people from cancelling pre-
14 October contracts and entering into new contracts on the same or substantially the same terms but dated on or 
after 14 October 2008. That is a really important detail in the bill, and I support that.  

In conclusion, on the eve of the federal budget this year the first home owner grant extension was criticised by 
ACOSS, which said that the grant cost taxpayers $1 billion a year, is not means tested and does not place a cap 
on the value of the purchased dwelling. ACOSS criticised the fact that the majority of homes purchased with the 
grant are existing houses and that it has artificially stimulated demand, which has been concentrated at the lower 
end of the market, ironically pushing up house prices for first home owners and compounding affordability 
issues. ACOSS recommended ending the boost on 30 June, means-testing the grant, limiting the eligibility of the 
grant to new buildings to address the national housing shortage and replacing the phased-out grant with more 
effective shared equity schemes.  

Shelter WA put it best two years ago in its �Submission to the Review of the First Home Owner Grant Act 2000� 
when it stated � 

� the FHOG is a once-off payment that, regardless, of any success it may have had in reducing the gap 
between savings and deposit, does nothing to alleviate housing stress associated with paying off larger 
and larger mortgages. In addition, neither the State nor the Commonwealth Government has devised 
any other policy response to this problem, despite recent growth in the size of mortgages compared to 
incomes.  

The grant has outlived its original purpose as a compensation for the introduction of the GST; instead, it has 
become a de facto policy response to falling housing affordability.  

The chairperson of National Shelter, Adrian Pisarski, agreed. He said that the first home owner grant is an 
inflationary product that stimulates demand without adding to supply. He said, �The options for this scheme are 
to either scrap it or means test it. Under no circumstances should it remain in its current form.�  

The first home owner grant has historically distorted the market by artificially boosting values and essentially 
negating any possible benefits this scheme could have. Subsidising home ownership is just not the best 
investment of funds to improve access to housing for Australians. If the government insists on directing funds 
into home ownership, a targeted approach would ensure that assistance is focused on those people most in need.  

Subsidising home ownership is just not the best investment of funds to improve access to housing for 
Australians. If the government insists on directing funds into home ownership, a targeted approach would ensure 
that assistance is focused for those people most in need. It is not just the social justice folk who are arguing this 
case. Just two weeks ago the Governor of the Reserve Bank of Australia, Glenn Stevens, warned of what he 
called a �quite disturbing� danger where, in the long term, demand for housing simply fuelled prices but not the 
construction of new dwellings. He said � 
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Not only would it confirm that there are serious supply-side impediments to producing one of the things 
that previous generations of Australians have taken for granted, namely affordable shelter, it would also 
pose elevated risks of problems of over-leverage and asset price deflation down the track.  

He was quoted in an article in The Australian Financial Review titled �Housing dearth the next crisis waiting to 
happen�. Its by-line read that if new supply, now at long-term lows, does not improve, fresh demand will further 
inflate existing house prices.  

I probably do not need to remind members that we are about to have another economic boom. I really do hope 
that we do not face the same housing problems�even more accentuated�that we faced during the last resources 
boom. Let us get real. All sides of the spectrum are calling for the same thing. It is time to address the supply 
issue and to provide Western Australians with the quality, affordable, sustainable, well-located housing that they 
are desperate for. I commend the government. This bill is a very small step, but it is in the right direction. 

Debate adjourned until a later stage of the sitting, on motion by Hon Norman Moore (Leader of the House). 

[Continued on next page.] 
 


