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HOUSING 5
KEY POINTS

Plan Melbourne 2016 needs to articulate long-term land use 
policies and reforms to meet forecast housing needs and expand 
housing choice and affordability. The MAC (2015) report proposes 
a large number of initiatives relating to housing supply, diversity 
and affordability. 

As a growing city Melbourne needs to facilitate the mobility, 
education and economic opportunities of its households. 
Boosting housing choice for all households will have significant 
social and economic benefits for individuals and all Victorians.

Options canvass actions that will establish new housing 
development goals, increase certainty for housing development, 
facilitate housing supply in Melbourne’s established areas and 
develop comprehensive data and strategies to better guide 
housing planning. 

Further initiatives to support housing diversity and the provision 
of more social and affordable housing are discussed
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Plan Melbourne 2016 needs to articulate long-term land use policies and 
reforms to meet forecast housing needs and expand housing choice and 
affordability. The MAC (2015) report proposes a significant number of 
initiatives relating to housing supply, diversity and affordability. 

This chapter addresses the issues the MAC (2015) report raises relating to the appropriate balance of housing 
development in established areas and greenfield growth areas. It highlights the importance of clearly 
communicating housing needs and clarifying locations that support population and housing growth and 
considers how the planning system might support more housing choice and better affordability. 

A number of housing initiatives proposed in the MAC (2015) report are not discussed here, such as apartment 
standards, the review of the Reformed Residential Zones and issues relating to taxation and financing. 
These are being covered by other processes or considered outside the scope of a land use document.

5.1 THE BALANCE BETWEEN ESTABLISHED 
AND GROWTH AREA DEVELOPMENT

OPTIONS FOR DISCUSSION

36 Increase established area housing supply by one or more of:

36A Establishing a 70/30 target where established areas provide 70 per cent of 
Melbourne’s new housing supply and greenfield growth areas provide 30 per cent. 

36B Investigate a mechanism to manage the sequence and density of the remaining 
Precinct Structure Plans based on land supply needs.

36C Focus metropolitan planning on unlocking housing supply in established areas, 
particularly within areas specifically targeted for growth and intensification.

36D Identify planning tools and reforms to boost established area housing supply.

Plan Melbourne 2014 maintains the footprint of the city set down by the 2012 Logical Inclusions 
process. Figure 3 shows the current footprint of the city and local government boundaries, growth 
corridors and the parts of Melbourne considered established areas.
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A 70/30 target 
The MAC (2015) report p.26 recommends that Plan Melbourne 2016 introduce a target to deliver 70 per 
cent of new housing in Melbourne’s established areas and 30 per cent in greenfield growth areas – the 
70/30 target (Recommendation 17).5 This would serve the inter-related aims of: 

Increasing the number of new households closer to existing jobs,  
services and transport infrastructure 

This is an expected outcome of housing supply in established areas as established areas tend to provide 
easier access to existing jobs

Reducing demand for new infrastructure on the fringe 

However, housing development in established areas may also demand more infrastructure which can 
be more expensive to provide in built-up locations

Extending the number of years of greenfield land supply 

Assuming other factors such as the density of development and lot sizes keep moving toward higher density. 

5 The MAC proposed that ‘urban growth areas’ be measured to include all land within the urban growth boundary (UGB) 
which is not yet finalised as at 2013 and that the established urban areas include all urban land already developed in 
2013. Achieving a 70/30 target according to this definition would entail increasing growth area development which is 
not the intent of the MAC (2015) report recommendation. Instead, growth areas have been defined as the six growth 
area municipalities (Casey, Cardinia, Wyndham, Whittlesea, Brimbank, Melton and Hume) and the portion of Mitchell 
in the UGB. The other 28 municipalities that make up metropolitan Melbourne are defined as established.

Figure 3 
Growth area LGAs and 
the status of Precinct 
Structure Plans
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The MAC (2015) report identifies the city’s middle ring suburbs as a key focus for the 70/30 target. Due to 
their activity centre networks, access to jobs and existing infrastructure the middle suburbs are seen as 
ideally positioned to support greater housing supply. 

To some extent, middle ring suburbs are already supporting higher proportions of housing supply. 
Since 2000, Melbourne’s middle ring municipalities have accommodated a steadily increasing share 
of Melbourne’s housing growth – from around 25 per cent of building approvals in 2002 to 40 per cent 
in 2014.6 Growth in the inner city has been particularly strong and there are large areas such as Fishermans 
Bend – which are being planned to continue this growth for decades.

A 70/30 target would also mean more households living in medium and higher density housing, which is 
also a trend well underway with housing growth in established areas now almost exclusively townhouses 
and apartments. 

Policy objectives to increase housing in established areas and to make better use of existing infrastructure 
are not new and represent long-standing policy aspirations for state planning (State Planning Policy 
Framework Clause 16). A 70/30 target would add quantifiable dimension to these objectives. 

How does the 70/30 target compare with current trends? 

As at May 2015, 72 per cent of building approvals were for housing in established areas and 28 per cent 
in greenfield growth areas. The city is therefore already achieving a 70/30 target, although this is not 
presently a specific policy objective for planning.7 

Victoria’s official long-term population projection in Victoria in Future (VIF) does not anticipate a 70/30 
outcome. To 2051, VIF 2015 envisages a lower level of long-term housing growth in established areas 
(contributing 61% of new dwellings to 2051) and higher housing supply in greenfield growth areas. The 
70/30 target and VIF projections are not, however, contradictory, as the MAC recommendation represents 
a preferred policy outcome for the city, while the VIF projection identifies a likely outcome given the 
government’s best information of market dynamics, known opportunities, housing capacity, planning 
frameworks and anticipated housing supply.

How can government implement a 70/30 target? 

While the Victorian Government controls the overall footprint of the city via the urban growth boundary, 
it does not directly control where development occurs. Victorian and local government planning policy 
determines where development is permitted and at what scale, while the market choices of households, 
developers and businesses determine whether, when and how that opportunity is realised. In this way 
government policy can influence the location of development but does not prescriptively control the 
outcome. Adopting a prescriptive requirement of a 70/30 mix is therefore not appropriate.

The government might, nonetheless, seek to influence the balance of established and greenfield growth area 
housing supply to achieve a continuing 70/30 balance by: 

• Exercising greater control on the timing and sequencing of greenfield land release. This would involve 
establishing a mechanism to identify the appropriate timing for the approval and development of the 
31 remaining Precinct Structure Plans (PSPs) that are yet to be approved. Figure 3 above shows the 
location of approved and yet to be approved PSPs

• Focusing metropolitan planning efforts towards unlocking housing supply in established areas, 
particularly within areas specifically targeted for growth and intensification

• Introducing planning reforms and new tools to support the ongoing renewal of established areas. 
This could include lot consolidation incentives, reforms to the planning scheme amendment process 
and codified planning processes. 

6 This is an indicative measure of change in middle suburbs as building approvals include knock down and rebuild 
developments and therefore not necessarily net additional dwellings. While knock down rebuilds distort the data, overall, 
new supply has increased in middle suburbs.

7 Melbourne 2030 (2002) projected that from 2001 to 2030, 71 per cent of the city’s new housing would be constructed in 
established areas and 29 per cent in greenfield growth areas. This projection envisaged a gradual shift in development 
from growth areas to established areas, with higher levels of development initially in greenfield areas and greater levels 
of consolidation in established areas in the medium to long term. The scale and rate of growth has been much faster than 
anticipated. Melbourne 2030’s projected growth of 620,000 dwellings to 2030 is likely to be reached by 2020.
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The new residential zones are intended to identify areas with development potential and those where 
retaining existing character is a priority. Underutilised land – particularly former commercial and industrial 
sites – provide substantial future development opportunities

When compared with other Australian states, Melbourne’s greenfield housing market performs strongly 
both in terms of affordability and diversity.8 Further controls on the supply of greenfield lots may risk 
adverse consequences in growth areas including an increase in the cost of land, higher house prices, 
greater incentives for land banking and a reduced capacity to respond to shifts in demand. These risks could 
nonetheless be managed through an appropriate mechanism that responds to changes in land markets. 

Plan Melbourne 2014 recommends a 15-year land planning horizon so that limited supply does not affect 
affordability. There are currently 217,320 lots in approved PSPs which is sufficient to satisfy current demand 
to at least 2030 and potentially longer. Any government action to control future land release is only likely to 
influence development patterns in the long term. 

In addition a focus on making growth area communities more accessible and liveable will provide long-
term benefits. Plan Melbourne 2014 includes a variety of directions to facilitate liveable communities 
and neighbourhoods.9 Delivery of these directions will be enhanced by the Melbourne Metro Rail project 
and ongoing improvements to bus services and road infrastructure in greenfield growth areas. The 
government’s Managing Growth plan also sets out a plan for delivering coordinated infrastructure across 
Melbourne’s outer suburbs. 

It should also be recognised that urban areas evolve and grow their amenities over time. At different 
points of time, areas of Melbourne currently accepted as established were initially greenfield growth areas. 
For example, suburbs such as Chelsea and Pascoe Vale were greenfield growth areas in the 1950s and 
Boronia and Croydon in the 1960s and 70s. These areas have steadily developed a range of community 
infrastructure and services that provide a predictable level of amenity attractive to many households. 
It may be argued that Melbourne’s current greenfield growth areas are likely to follow the same model. 

Table 1 lists the distances between Melbourne’s General Post Office (GPO) and growth and established 
area suburbs. It shows that many newer growth areas in Melbourne’s west and north are relatively the 
same distance from the CBD as established suburbs in the south and east. Each location currently has 
different travel times to the CBD.

Table 1 Distance from the GPO Growth area and established area suburbs

Established area locality km from GPO Growth area locality km from GPO

Mitcham 19.60 Point Cook 20.51 

Ringwood 23.43 Tarneit 23.89

Chelsea 29.75 Mernda 27.41

Springvale 22.22 Caroline Springs 21.46

8 In the first quarter of 2015 the median price of growth area lots in Melbourne for new housing was $475 m2 while in Sydney 
the average price of a growth area lot was approximately $640 m2. Since the 2010 expansion of Melbourne’s UGB, land 
prices in growth areas has been stable at approximately $450–$490 m2.

9 Two examples are Direction 4.1: Create a city of 20-minute neighbourhoods and Direction 4.3: Create neighbourhoods 
that support safe communities and healthy lifestyles. These directions are for all communities whether in a growth or 
established area. Plan Melbourne 2014 also includes directions relating to the sustainable development of growth areas. 
These include Direction 1.1: Define a new city structure to deliver an integrated land use and transport strategy for 
Melbourne’s changing economy and Direction 1.5: Plan for jobs closer to where people live.
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5.2 POPULATION GROWTH AND HOUSING 

OPTIONS FOR DISCUSSION

37 Better define and communicate Melbourne’s housing needs by either:

37A Setting housing targets for metropolitan Melbourne and each sub-region relating 
to housing diversity, supply and affordability. 

OR

37B Developing a metropolitan Housing Strategy that includes a Housing Plan which:

• Identifies preferred housing outcomes (rather than targets)

• Specifies key Victorian and local government actions

• Includes preferred housing scenarios for sub-regions and defined locations.

Accurate and detailed information on Melbourne’s projected growth is vital for metropolitan and local 
land use and transport planning, as well as for public and private investment. It also sets the context for 
community debate on major decisions that influence Melbourne’s future. 

The long-term housing needs of the city set out in Melbourne 2030 and Melbourne@5 million guided the 
development of subsequent structure plans, municipal housing strategies and other strategic frameworks 
that now direct the development of the metropolitan area today. 

Plan Melbourne 2014 sets out Melbourne’s future housing challenge based on projected population 
growth, demographic change and household formation patterns. It estimates that to 2051, an additional 
1.6 million dwellings will be needed and that based on current and anticipated trends this may be 
delivered in the form of 530,000 detached houses, 480,000 apartments and 560,000 townhouses. 

Beyond aggregate population objectives there is also a need for effective housing and population 
planning at local levels. As a city grows, populations look to their particular region for higher-order 
services, education and employment opportunities. Plan Melbourne 2014 identifies the importance of 
sub regional planning to the city’s productivity and liveability and establishes five sub-regional groups: the 
east, west, north, south and central groups. 

To initiate the sub-regional planning process, Plan Melbourne 2014 estimates the aggregate growth 
challenge for each sub-region (Plan Melbourne 2014, pp. 171–184). This includes sub-regional population 
projections and future dwelling requirements to 2031, broad allocations of housing supply by housing type 
(estimates of townhouses, apartments and detached dwellings based on current and expected trends) 
and estimated housing supply within the established parts of the sub-region and growth areas. 

Housing targets

The MAC (2015) report recommends replacing the above future information with more specific housing 
targets set by the Victorian Government in consultation with local governments (Recommendation 17). 
The targets would define a range of housing outcomes including aggregate housing supply, the mix of 
housing types needed and preferred housing affordability outcomes. The benefits of this are not directly 
discussed in the MAC (2015) report but would seem to entail:

• A greater commitment and ownership by local governments to sub-regional planning goals as they 
would represent a ‘bottom up’ expression of sub-regional objectives 

• A stronger understanding of local opportunities and constraints

• A greater alignment of local planning frameworks with sub-regional goals 

• Potentially clearer responsibilities for meeting local housing needs.

To date, the sub-region planning groups have met several times with a primary focus on regional 
infrastructure needs. Establishing housing targets would significantly expand their scope to consider 
issues of land supply, internal migration, demography and population growth. 
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What is the experience of housing targets?

Planning instruments resembling housing targets have been progressed twice in Victoria over the last 
decade. The Regional Housing Statements (2005) and Housing Growth Requirements (2009) projects 
sought to develop housing supply goals via extensive consultation and analysis. While they generated high 
levels of collaboration, information sharing and new data sets (such as housing development and capacity 
data), commitment to housing targets was not generally strong and an enduring legacy of aspirational and 
transformative housing targets was not generated. 

The MAC (2015) report acknowledges that housing targets may not necessarily achieve their aim. For 
example, recent analysis of housing targets set a decade ago for the City of London (The London Plan 
2004) suggests that successive targets have not effectively influenced local planning and development 
decisions, nor directly increased metropolitan housing supply. While some London municipalities have met 
and exceeded their housing targets, a significant number have not. The London targets are also criticised 
for requiring an insufficient number of new dwellings, as a gap exists between the housing targets allocated 
to municipalities and London’s considerably greater overall housing needs. Nonetheless, London’s housing 
targets endure as a planning mechanism with broad support.10 

Any initiative to set sub-regional targets must apply a robust method that considers the role of targets 
and what is practical and achievable. As a first principle, this will need to ensure that targets achieve 
the population and housing projections of Victoria In Future and that sub-regional targets cumulatively 
address metropolitan housing needs.

It could be argued the sub-regional housing projections in Plan Melbourne 2014 (referred to as 
requirements) already provide a type of housing target that outlines the aggregate growth challenge, 
and that what is needed is more detailed information about the range of housing needs within a sub-region 
and the housing supply expectations for defined areas, particularly those identified for increased densities. 
This strategy may appropriately be state-wide.

Communicating long-term housing needs
While housing targets have limitations they can help clarify and communicate the scale of the housing 
challenge to planners and the general community. 

Several recommendations in the MAC (2015) report advocate for a greater range of information on housing 
needs. This includes information on housing mix, size and affordable housing needs (Recommendations 
18, 21, 22, 23 and 25). 

During the recent implementation of the Reformed Residential Zones, concern was raised as to whether 
local planning frameworks provided sufficient long-term housing opportunities. As the report points out 
(2015, p. 27), it is unknown “whether these housing strategies will collectively deliver the amount and type 
of housing needed to meet Melbourne’s current and future housing needs”. 

The Reformed Residential Zones process highlighted a need for more spatially-specific information 
on housing needs that can be used to test planning frameworks and ensure they support local and 
metropolitan objectives. The MAC (2015) report recommends the development of a metropolitan 
Housing Strategy that includes a Housing Plan. As an alternative to targets, a Housing Strategy might 
provide detailed housing information and include preferred housing scenarios for sub-regions and for 
the sub-region’s activity centres and National Employment Clusters. This strategy may appropriately 
be state-wide.

10 London First (2015) Carrots and Sticks: A targets and incentives approach to getting more homes built in London. 
Retrieved from http://londonfirst.co.uk/wp-content/uploads/2015/05/Carrots-and-Sticks-Report_Web.pdf

http://londonfirst.co.uk/wp-content/uploads/2015/05/Carrots-and-Sticks-Report_Web.pdf
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5.3 CLARIFY LOCATIONS THAT SUPPORT 
POPULATION GROWTH AND NEW HOUSING 

OPTIONS FOR DISCUSSION

38 Introduce a policy statement in Plan Melbourne 2016:

• To support population and housing growth in defined locations

• That acknowledges that some areas within defined locations will require planning 
protection based on their valued character.

39 Clarify the direction to ‘protect the suburbs’.

Plan Melbourne 2016 must clearly inform where future residential change and increased densities are 
supported and where change is limited. This is critical for defining the preferred future form of the city, 
guiding planning decisions and providing certainty for the community and investment. 

How to resolve contradictions in Plan Melbourne 2014? 

While Plan Melbourne 2014 supports greater housing options and increased density in defined locations11, 
the first element of the Plan Melbourne 2014 vision is ‘protect Melbourne’s suburbs’. The Neighbourhood 
Residential Zone has identified large parts of existing residential areas to be protected from multi-unit 
development other than dual occupancies.

Supporting growth in specific locations and constraining it in others is sensible. However, many defined 
locations are also suburban locations and therefore may be subject to contradictory directions. In 
these locations Direction 1.5: Plan for jobs closer to where people live would see increased density 
as desirable, while in the same location Direction 4.2: Protect Melbourne and its suburbs from 
inappropriate development might suggest development is undesirable.

Plan Melbourne 2016 might clarify development expectations by: 

• Confirming that population, housing and employment densities in defined locations will increase 
and that the balance of planning controls should generally favour change and increased densities 
in these locations. The local and broader benefits of increased densities in these locations should 
also be identified and communicated as part of the implementation of Plan Melbourne. Some of 
these defined locations may, however, include heritage precincts or other existing values that require 
planning protection

• Clarifying the direction to ‘protect the suburbs’ by identifying the rationale for protection, the local 
circumstances in which suburbs require protection, what they are being protected from and the 
circumstances where protection may not be warranted.

This will help resolve ambiguities in Plan Melbourne 2014 and improve its capacity to guide strategic 
planning in local areas and statutory processes. It will also help clearly communicate to the community 
expectations relating to the intensity of future development and change. 

11 Such as the central sub-region, urban renewal precincts, National Employment Clusters, areas within the Residential 
Growth Zone, activity centres and near railway stations.
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5.4 HOUSING DIVERSITY 

Like most growing cities, Melbourne has the challenge of facilitating the mobility, economic opportunities 
and social needs of its people. Greater housing choice through greater housing diversity is part of the way 
a city can support the mobility of its citizens.

Housing diversity is already an objective of the State Planning Policy Framework in seeking to “promote 
a housing market that meets community needs” (cl.16.01-1) and more specifically to “provide for a range 
of housing types to meet increasingly diverse needs” (cl.16.04-1).

Local housing policies include similar aspirations: “provide a mix and range of housing types and forms” 
and “maintain and increase housing choice and diversity within existing residential areas” (Boroondara 
Planning Scheme, cl. 21.07), “encourage a mix of housing” and “support increased housing choice by 
providing a diversity of dwelling types, sizes and tenures” (Maribyrnong Planning Scheme, cl. 21.07).

Diversity policies and objectives are then implemented via a range of local zones, overlays and plans that 
determine where and how diversity objectives are realised. 

This section discusses the barriers and opportunities for achieving greater housing diversity, which is 
a key focus of the MAC (2015) report. Social and affordable housing outcomes—a major part of housing 
diversity—is dealt with in the next section. The MAC (2015) report recommendation relating to a code 
assess approach for new multi dwelling development (Recommendation 18) is discussed in Chapter 7.

Why does housing diversity matter? 
The majority of Melbourne’s housing stock comprises single detached dwellings. This, however, is 
changing. Figure 4 shows Melbourne’s housing stock has been steadily diversifying, with more high density 
and medium density housing (townhouses and apartments) added than detached houses, particularly 
since 2012. These new dwellings provide new opportunities for households and increased mobility 
throughout the city. 
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Housing diversity can be defined in various ways and relates to the size, cost, number of bedrooms, 
character and age of dwellings. It could also extend to the availability of low cost rental aged care, 
rooming houses, student accommodation, public housing and ancillary accommodation. 

However diversity is defined, there are clear benefits in expanding the variety of locations where people 
can live and the type of dwelling they can afford to occupy. 

Diversity provides greater housing choice, which can generate economic and social benefits. For newly-
formed households, housing choice may enable them to remain within a preferred location, while for 
older couples it may enable them to realise the value of their detached dwelling and ‘downsize’ to more 
compact accommodation within the same area. Housing diversity might allow students to live near 
their peers and close to educational institutions and enable workers to live close to their employment. 
Businesses and service providers can also benefit from a more diverse available workforce and a greater 
number of customers. 

The benefits of more diverse housing often derive from the price competitiveness of townhouses and 
apartments which tend to be the cheapest dwellings to rent or buy, although this is not always the case. 

The dramatic increase of house prices over the last two decades has reduced the locations affordable 
to low and middle-income earners. In response, Melbourne’s planning system has sought to promote 
new housing opportunities by providing policy support for high and medium-density development in 
preferred locations such as activity centres and urban renewal locations, and by permitting townhouse 
development through ResCode. 

Melbourne is now experiencing significant growth in its activity centres and the central city. Small-scale 
subdivision continues to provide a high proportion of new dwellings in established areas (up to 50%). 
This is increasing choice and supporting the adaptability, resilience and economic vitality of individual 
areas and the wider city. There is also more housing diversity emerging in greenfield growth areas with the 
Urban Development Program 2015 showing more apartments being proposed and constructed in these 
areas. The Cotter’s Apartments in Epping represents a medium density development recently built on 
Melbourne’s fringe. 

The Cotters 
apartments, Epping
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Research by Birrell et al (2012) suggests that Melbourne’s young adults are most acutely impacted by a lack 
of housing choice.12 This research identifies a shortfall between the number of young adults expected to 
start families and the number of ‘family friendly’ dwellings (with a third bedroom and reasonably generous 
living space) available to them in established areas. The research suggests the current development of 
1 and 2-bedroom apartments will not provide ‘family friendly’ housing. 

Research by the Grattan Institute (2011) confirms this, showing the addition of children significantly alters 
housing priorities. However, the Grattan research also shows that many households are willing to trade-off 
housing type to live in a preferred location and there is unmet demand from households willing to make 
these trade-offs in Australian capital cities.13 The extent to which Melbourne’s households are able to 
successfully make housing trade-offs and whether there is evidence of market or planning system failure 
warrants further research.

There is also the issue of households that wish to downsize and the barriers they face including financial 
risks, transactional costs, and priorities in relation to inheritance. As is true for the issue of housing 
diversity in general, policies relevant to downsizing cross all levels of government and range from 
commonwealth and state taxes to local housing supply, of which planning is just one element.

While the city, in aggregate terms, needs to provide housing diversity and choice, there is also a need to 
be sensitive to what diversity entails in different local contexts and to different households. For example, 
Figure 5 shows a map of the City of Maroondah which highlights that lone person and couple without 
children households are the predominant household in many of the municipality’s suburbs. This might 
suggest greater numbers of semi-detached and apartment dwellings are desirable, and in fact 3-bedroom 
townhouses are the main source of Maroondah’s new housing.
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Source
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Figure 6 Predominance of household types in Maroondah

However, it may be a mistake to assume all smaller households prefer smaller dwellings. Many older 
Australians prefer to maintain extra space for family and hobbies and regard their dwelling as well utilized. 
The ABS Census 2011 also shows many young couples with children moving to Maroondah, most likely 
attracted to the municipality’s plentiful detached dwellings. In this way, Maroondah’s detached and semi-
detached dwellings provide choice for households within the municipality but also for households within 
the eastern region. 

12 Birrell, B., Healy, E., Rapson, V. & Smith, T. (2012) The end of affordable housing in Melbourne? Melbourne: Centre for 
Population and Urban Research, Monash University.

13  Weidemann, B.& Kelly, J.F (2011) What matters most? Melbourne: Grattan Institute

Figure 5 
Predominance of 
household types 
in Maroondah
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Efforts to encourage greater housing diversity also need to account for issues of density and urban change 
which are deeply intertwined. The development of local housing strategies provide a forum for planning 
for future housing needs in the context of other urban priorities, such as the preservation of character. 
This is often challenging as the benefits of greater housing choice need to be balanced with concerns 
about change and character, which for local communities can sometimes appear more pressing and 
tangible. The MAC (2015) report advocates for government “to embark upon informing the Melbourne 
community of the benefits of more diversity and choice in the housing sector” (Recommendation 18). 

What is the role of the Reformed Residential Zones in delivering diversity?

OPTIONS FOR DISCUSSION

40 Clarify the action to apply the Neighbourhood Residential Zone to at least 50 per cent 
of residential land by:

40A Deleting the action and replacing it with a direction that clarifies how the residential 
zones should be applied to respect valued character and deliver housing diversity.

OR

40B Retain at least 50 per cent as a guide but expand the criteria to be applied in variations 
between municipalities.

The MAC (2015) report advocates greater development and choice in Melbourne’s established areas, 
particularly in Melbourne’s middle suburbs. 

Protecting the suburbs is a key element of Plan Melbourne 2014 which includes the short-term 
action to Deliver the Neighbourhood Residential Zone across at least 50 per cent of Melbourne’s 
residential-zoned land. The Neighbourhood Residential Zone (NRZ) privileges the existing character of 
locations over urban change. This is expressed in the purpose of the NRZ: To manage and ensure that 
development respects the identified neighbourhood character, heritage, environmental or landscape 
characteristics and To limit opportunities for increased residential development. The NRZ implements 
these objectives by limiting the number of dwellings per site to two and prescribing building heights. 

Implementing the NRZ across at least 50 per cent of residential land will likely constrain housing diversity 
in some suburbs. The MAC (2015) report recommends deleting the NRZ initiative (Recommendation 34) as 
“It has the effect of potentially ‘locking up’ infrastructure-rich and job rich suburbs from further major 
growth and development”. However this view may overstate the problem. Councils have selected the areas 
for NRZ protection based on their assessments of critical values and the expectations of their community.

Table 2 shows that 20 per cent of residential land is subject to the NRZ. Most metropolitan councils have 
now implemented the Reformed Residential Zones. This means that, in the short to medium term, the 
percentage of land subject to the NRZ will likely only increase by small amounts. 

Table 2 Implementation of the Reformed Zones January 2015

Sub-region Residential (ha) GRZ (ha/%) NRZ (ha/%) RGZ (ha/%)

Inner 5,653 4,813 (85%) 720 (13%) 120 (2%)

East 30,878 19,347 (63%) 11,016 (36%) 516 (2%)

North 24,050 21,514 (89%) 2,508 (10%) 28 (0%)

South 39,888 32,746 (82%) 6,607 (17%) 537 (1%)

West 22,201 18,127 (82%) 3,651 (16%) 427 (2%) 

All metro 122,670 96,547 (79%) 24,502 (20%) 1,628 (1%)
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Over time, different densities and dwelling types will emerge in each residential zone, with higher 
density outcomes in the Residential Growth Zone, greater medium-density development in the General 
Residential Zone and low-density housing retained within the NRZ. When applied on the basis of sound 
strategic planning, the zones can facilitate housing diversity. This is why focusing exclusively on the NRZ 
as a barrier to diversity may distract from the strategic intent of the Reformed Zones. 

The principle of applying a zone according to a percentage is, however, very unconventional and raises 
concerns. Land use zones are traditionally applied to land according to strategic policy and the attributes 
of land, and not according to blanket percentages. This is the basis of Practice Note 78: Applying the 
Residential Zones which indicates that sound strategic planning is vital in implementing the zones and 
defines the land and built form attributes appropriate for different zones. Applying zones according to 
percentages entails the risk that a range of sites may be subject to unwarranted zoning, which in the 
case of the NRZ could be sites nearing the end of their lifecycle or those located near significant public 
infrastructure. 

The Victorian Government has committed to reviewing the application of the Reformed Residential 
Zones. This includes considering the process used to apply the zones in 2013/14 and the contents of the 
practice note. Notwithstanding this, Plan Melbourne 2016 needs to set the broad strategic directions for 
the Reformed Zones, which as Plan Melbourne 2014 states is about affirming the role of the Reformed 
Residential Zones in delivering diversity, specifically by applying each zone in combination. 

Greyfield renewal 

OPTIONS FOR DISCUSSION

41 Introduce a policy statement in Plan Melbourne 2016 supporting greyfield renewal 
and investigate planning scheme mechanisms to achieve coordinated and sustainable 
renewal of established suburbs.

The MAC (2015) report recommends including greyfield renewal precincts in Plan Melbourne 2014 as 
locations for greater housing diversity and density (Recommendation 21). 

Greyfields are residential areas where the building stock is near or ending its physical life and land values 
make redevelopment attractive. Melbourne has many residential areas like this that are typically subject 
to uncoordinated small-scale infill development which delivers a suboptimal outcome. DELWP is a key 
sponsor of a project which is currently working with a number of local governments in Victoria, Western 
Australia and New Zealand and has created tools to help identify, consult on and implement greyfield 
renewal precincts. 

Greyfield areas are a vision of precinct planned infill that provides local government and the community 
with a framework to better direct and achieve more sustainable outcomes from small scale cumulative 
change in residential areas. 

While greyfield renewal is a new and untested concept, over time with appropriate policy support this 
may change. The concept of renewing industrial areas (brownfield renewal) is only 25 years old but is now 
well understood and accepted. Plan Melbourne 2016 can help initiate this form of innovation which will 
become more feasible and attractive as the city’s housing stock ages. 
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Promoting housing diversity through design

OPTIONS FOR DISCUSSION

42 Include an action in Plan Melbourne 2016 to investigate how the building and planning 
system can facilitate housing that readily adapts to the changing needs of households 
over the life of a dwelling.

Internal design can also contribute to housing choice and diversity. Design can increase the flexibility and 
adaptability of dwellings for households as their needs change. For example, a flexible internal design 
can help accommodate adult children returning home or elderly parents moving. Flexible housing design 
may also enable a single dwelling to be separated into two dwellings as a household downsizes. The 
opportunities for internal design to increase choice and diversity and whether current regulations create 
barriers to this require further investigation. 

The development of The Victorian Construction Industry Technologies Strategy seeks to develop a basis 
for the government to collaborate with industry in building innovation. See: http://yoursay.business.vic.
gov.au/futureindustries.

5.5 AFFORDABLE HOUSING

OPTIONS FOR DISCUSSION

43 Affirm that the Minister for Planning should be the responsible authority for 
social housing planning applications recommended by the Director of Housing 
(and include definitions of housing affordability and social and affordable 
housing in planning schemes).

44 Introduce expedited planning approvals processes for selected social housing 
projects, including modified third-party appeal rights. 

45A Consider introducing planning tools that mandate or facilitate or provide incentives 
to increase social and affordable housing supply.

45B Evaluate the pilot affordable housing initiative on land sold by government 
to determine whether to extend this to other suitable land sold by government.

45C Identify planning scheme requirements that could be waived or reduced without 
compromising the amenity of social and affordable housing or neighbouring properties.

http://yoursay.business.vic.gov.au/futureindustries
http://yoursay.business.vic.gov.au/futureindustries
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Melbourne’s rising housing prices and rents have generated significant housing affordability challenges. 
Prices have particularly increased in inner and middle suburbs with good access to jobs, which is 
generating inequality and social exclusion and will likely reduce Melbourne’s liveability and productivity.14

Moderate income first home buyers have more limited choices than in the past so even when they can 
afford to buy, they usually can no longer afford well-serviced locations with good access to jobs. 

Fewer lower income households are entering home ownership than in the past. Many must choose 
between buying homes with poor access to services and jobs or remaining in the private rental market. 

Lower income households in the private rental market experience the most severe housing affordability 
problems and this is getting worse. The proportion of low-income households in the private rental market 
paying more than 30 per cent of their income in rent increased from almost 73 per cent in 1996 to just over 
76 per cent in 2011. The proportion paying more than 50 per cent increased from 29 per cent to almost 
39 per cent.15 

How can Plan Melbourne 2016 improve housing affordability?
While Plan Melbourne 2014 recognises the role of planning in facilitating social and affordable housing 
and proposes actions to increase supply, the MAC (2015) report recommends a stronger focus, particularly 
for increasing the supply of social housing. 

The MAC (2015) report recognises that many actions to improve housing affordability and social housing 
supply are beyond the land use planning system and makes a broad range of recommendations relating to 
the need to develop new funding sources for affordable and social housing, reduce production costs and 
how existing social housing assets could be managed to increase social and affordable housing supply. 

There is also a range of other issues associated with the ongoing operating costs of housing such as 
utilities, which particularly affect low-income households. 

Improving housing affordability may also benefit from a whole-of-government approach and the 
MAC (2015) report recommends the broad actions required to tackle housing affordability should be 
coordinated through a Housing Strategy that includes a Housing Plan for Melbourne. 

These issues are beyond the scope of this refresh and will be considered by several government initiatives 
across different policy areas relating to affordable and social housing.16

Improving housing options for moderate income first home buyers

Planning can help improve choices for moderate income first home buyers by facilitating more housing 
supply, including housing suitable for families with children, in high demand locations with good access 
to jobs and transport. 

Increasing supply can also help contain inflation in particular sub-markets, as has been achieved in 
Melbourne’s growth areas over the last five years, although this must be balanced with other policy 
imperatives. The large increase in apartment supply in the inner city and now in middle-ring suburbs 
has also helped contain apartment prices and provided some households with a more affordable 
housing option in well-serviced suburbs with good access to jobs. 

14 Wood, G. & Ong, R. (2015, 12 June) ‘The facts on Australian housing affordability,’ The Conversation. Retrieved from:  
http://theconversation.com/the-facts-on-australian-housing-affordability-42881 Jane-Frances Kelly and Paul 
Donegan City Limits: why Australia’s cities are broken and how we can fix them, Melbourne University Press, 2015.

15 Residential Tenancies Act Review (2015) Laying the Groundwork – Consultation Paper. Melbourne: State Government 
Victoria, pp. 29–32. Retrieved from: http://fairersaferhousing.vic.gov.au/home. Retrieved 3 September 2015.

16 These include: The Review of the Residential Tenancies Act; the Future Industries Fund Construction Technologies 
consultation. In May the government announced that it will undertake a broader review of current policies affecting 
housing affordability, including taxation, regulatory settings and the suite of grants and concessions available to 
different categories of property purchasers. The review will be completed in early 2016 and will guide future reforms. 
The government is also consulting with stakeholders from the community housing sector to discuss how they can 
partner with government in the renewal and growth of social housing.

http://theconversation.com/the-facts-on-australian-housing-affordability-42881
http://fairersaferhousing.vic.gov.au/home
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Facilitating social and affordable housing

Plan Melbourne 2014 recognises the serious housing affordability problem for low-income households 
in the private rental market and includes directions to facilitate social and affordable housing in urban 
renewal and other sites. However, the actions do not identify specific processes or mechanisms to 
achieve this. In the MAC (2015) report, it is the view that Plan Melbourne 2014 places too high a reliance 
on increasing housing supply to tackle affordability problems. 

Boosting the supply of market-rate housing alone will not improve housing affordability for low-income 
households in the private rental market who require decent low-cost rental housing. Increasing the supply 
of social and affordable housing managed by not-for-profit providers is part of the solution. 

Victoria’s current supply of social and affordable housing does not meet demand with just under 
35,000 households on the waiting list. Around 3.5 per cent of our total housing stock is social housing 
compared with around 4.5 per cent for Australia. Just maintaining Victoria’s current proportion in the 
context of a rapidly growing population means Melbourne needs around another 1,600 social housing 
homes each year.17

This is far greater supply than achieved in recent years and regulatory reform and new funding sources 
are needed and new strategies for meeting demand by other means.

Should there be incentives or requirements to include affordable housing 
in new development?

Victoria’s planning system contains only relatively broad objectives and strategies relating to affordable 
housing supply via the State Planning Policy Framework (SPPF), and no specific tools exist to achieve these 
objectives. Plan Melbourne 2014 proposes several revisions to the planning system to help increase the 
supply of social and affordable housing. 

The MAC (2015) report supports these but notes that other effective and tested planning instruments are 
also needed to meet current and future social housing needs. 

It recommends considering inclusionary zoning and/or incentive zoning for all designated urban renewal 
precincts and areas undergoing significant change and investigating the costs, benefits and opportunities 
of how planning incentives could facilitate more social housing in strategic urban renewal precincts and 
other areas experiencing significant change (Recommendation 25).

There is a range of possible planning mechanisms to facilitate social and affordable housing, including: 
mandatory inclusionary housing obligations that require developments to contribute dwellings or land 
or money; development incentives such as additional building height and reduced building setbacks; 
voluntary negotiated agreements; various forms of impact mitigation; approval process advantages and 
cost reduction strategies; and developing surplus or underutilised government sites. 

Victoria’s planning system does not effectively facilitate the development of social and affordable housing 
in a number of critical ways:

• There is insufficient explicit support for social and affordable housing in the Planning and Environment 
Act 1987 and the SPPF

• Planning legislation lacks a clear definition of affordable housing

• There is no clearly defined shortfall of social and affordable housing for suburbs, municipalities and the 
metropolitan area making it difficult to draw a nexus between the need for affordable housing and the 
level of contribution sought.

17 These calculations are based on the assumption that Melbourne currently has about 55,000 social housing dwellings 
and that household growth will accord with Victoria in Future projections.
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Planning mechanisms also need to be accompanied by adequate funding and coordination of social 
housing agencies so they can take on new housing stock at the same time as developments proceed. 
Ongoing operating funding will also be required to meet the costs of managing housing and providing 
the required support for those households in social housing with complex needs. 

The design and operation of these potential mechanisms and the timing of their introduction needs 
careful consideration. Developers have little capacity to absorb additional costs and these are passed 
back to the purchase price of land or passed forward to the end price of the dwelling. Whether the 
additional cost is subtracted from the land’s purchase price or added to the sale price of the end product 
depends on a complex set of variables including the timing and method of how such requirements are 
imposed, the effect of market conditions on the willingness of vendors to sell land at a reduced rate 
and the capacity of the market to bear higher end prices. 

Should development approval processes be expedited to increase viability of social 
housing proposals?

Another way to increase the viability of social housing projects is to reduce development costs by 
streamlining development approval processes for some social housing developments. 

Plan Melbourne 2014 actions to increase the social housing include amending the Victoria Planning 
Provisions (VPP) to make the Minister for Planning the responsible authority for selected social housing 
planning applications recommended by the Director of Housing, and to include social housing and 
affordable housing definitions in the VPP. 

The MAC (2015) report recommends shortened and guaranteed time frames for assessing planning 
permit applications for some affordable and/or social housing developments as well as limiting and even 
removing third-party appeal rights to minimise decision delays and provide greater project certainty. 

An expedited approvals process was adopted under the Nation Building Social Housing Initiatives in 2009 
to successfully streamline the delivery of 4,663 new social housing homes and significantly reduce costs 
for providers and consideration could be given to revisiting that process. 

However, it is also important those affected by a proposed development have opportunity to present their 
views. If this occurs early in the planning process it may be appropriate to adjust third-party rights in later 
stages. Expedited processes can maintain the opportunity for community involvement while meeting the 
objective of transparency and facilitating development.

Can regulatory reform increase social and affordable housing?

The MAC (2015) report notes there may be scope to remove or reduce particular planning requirements 
for projects providing affordable and social housing. This might include car parking requirements in sites 
within walking distance of public transport and removing planning obstacles to smaller-scale infill housing 
programs, such as accessory or ancillary units (granny flats, secondary suites) or laneway units. The MAC 
(2015) report recommends identifying provisions in Victoria’s current permit approval system that could 
be waived to facilitate more social and affordable housing. 

The MAC (2015) report also suggests that consideration be given to the range of planning provisions 
incentives to provide social and affordable housing through private development. In particular they 
believe there is merit in the concept of ‘incentive zoning’ such as Floor Space Ratio bonuses. 

It is important such provisions and incentives are carefully considered. These should not compromise 
amenity for residents and neighbours. Community and stakeholder views are sought about current 
requirements on the permit approval system that could be reviewed to facilitate more affordable housing.


