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Terms of reference

Performance Benchmarking of Australian Business
Regulation: Planning, Zoning and Development
Assessments

The following letter was received from the Assistant Treasurer requesting the
Commission to commence the third year of this continuing work program.

Dear Chairman

[ am writing to you regarding the topics for the Productivity Commission's
Performance Benchmarking of Australian Business Regulation in 2010.

This matter was discussed at the Council of Australian Governments' (COAG)
Business Regulation and Competition Working Group (BRCWG) meeting of 5
February 2010. It agreed that the Commission be asked to undertake performance
benchmarking in 2010 of States and Territories' planning and zoning systems and
land development assessments.

The performance benchmarking of States and Territories' planning and zoning
systems is to be undertaken consistent with the enclosed terms of reference. The
terms of reference have been agreed in consultation between the Commonwealth
and the States and Territories, and were specified by COAG at its 7 December 2009
meeting.

I look forward to receiving the reports on this further work.

I have copied this letter to the Minister for Finance and Deregulation and the
Minister Assisting the Finance Minister on Deregulation.

Terms of reference

The Productivity Commission is requested to undertake a benchmarking study of
States and Territories' planning and zoning systems, and report back by December
2010.
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Context

Planning systems play an important role in managing the growth of cities. They aim
to preserve the environment, provide and coordinate community services and
facilities, and promote the orderly and economic use and development of land.

The systems serve the valuable purposes of balancing the often competing social,
environmental, and economic impacts of a development. Planning systems, and in
particular the zoning of land, affect the location, quantity, and use of land for
specific activities, but at the same time they can affect competition within local
markets. The extent of this impact on competition within local markets varies across
States and Territories, and over time.

The Productivity Commission is requested to examine and report on the operations
of the States and Territories' planning and zoning systems, particularly as they
impact on business compliance costs, competition and the overall efficiency and
effectiveness of the functioning of cities. As part of the study, the Commission
should report on planning and zoning laws and practices which unjustifiably restrict
competition and best practice approaches that support competition, including:

« measures to prevent 'gaming' of appeals processes

« processes in place to maintain adequate supplies of land suitable for a range of
activities

« ways to eliminate any unnecessary or unjustifiable protections for existing
businesses from new and innovative competitors.

Nick Sherry
Assistant Treasurer

[Received 12 April 2010]
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Foreword

Australia’s Federal system of government can result in undue regulatory burdens on
business, but it also enables comparison of regulatory performance across
jurisdictions. This report is the latest in a series, initiated by COAG, directed at
benchmarking different areas of State and Territory regulation in terms of the
relative burdens on business. It thereby supports COAG’s regulatory reform agenda.

For this study, as well as benchmarking costs to business, the Commission was
asked to assess how the planning system impacts on competition and the
functioning of cities, and to identify leading practices to avoid unjustifiable
restrictions on competition and to ensure adequate supplies of urban land.

Planning, zoning and development assessment address how society allocates land
use, ranging from broad allocations for urban uses to ensuring development
applications comply with plans and plan amendments. The task is complicated and
is becoming more so, as a growing number of issues and policy agendas impact on
land-use considerations. The many cases where the costs of a land use are borne
primarily by people in limited areas, while the benefits are shared across a whole
city or region, pose a core challenge. This study reveals considerable variation in
how effectively different governments are dealing with such issues and points to
practices that would yield significant gains if extended more widely.

The study was overseen by Commissioner Louise Sylvan and Associate
Commissioner Paul Coghlan, with a staff research team led by Sue Holmes.

The Commission has been greatly assisted by an Advisory Panel of senior officials
from all governments. It also benefitted from many discussions with participants in
the sector, regulators and members of the community who filled in detailed
questionnaires. Thanks are extended to all those who contributed.

Gary Banks AO
Chairman
April 2011
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Key points

Planning systems vary greatly across the states and territories — but all suffer from
‘objectives overload’ which has been increasing.

The success of local councils in delivering timely, consistent decisions depends on their
resources as well as their processes. It is also influenced by the regulatory environment
created by state governments — in particular the clarity of strategic city plans, the
coherence of planning laws and regulations, and how well these guide the creation of
local level plans and the assessment of development applications.

Significant differences in state and territory planning systems include the degree of
integration between planning and infrastructure plans, and how capably the states
manage their relationships with and guidance for their local councils.

Significant differences between jurisdictions are evident for:

— business costs — such as the median time taken to assess development applications
and the extent of developer charges for infrastructure

— the amount of land released for urban uses
— the provision made for appeals and alternative assessment mechanisms

— community involvement in influencing state and city plans, in development assessment
and in planning scheme amendments (such as rezoning).

Competition restrictions in retail markets are evident in all states and territories. They
arise: from excessive and complex zoning; through taking inappropriate account of
impacts on established businesses when considering new competitor proposals; and by
enabling incumbent objectors to delay the operations of new developments.

Leading practices to improve planning, zoning and assessment include:

— providing clear guidance and targets in strategic plans while allowing flexibility to
adjust to changing circumstances and innovation (so long as good engagement,
transparency and probity provisions are in place)

— strong commitment to engage the community in planning city outcomes

— broad and simple land use controls to: reduce red tape, enhance competition, help
free up urban land for a range of uses and give a greater role to the market in
determining what these uses should be

— rational and transparent rules for charging infrastructure costs to businesses
— risk-based and electronic development assessment
— timeframes for referrals, structure planning and rezoning

— transparency and accountability, including for alternative rezoning and development
assessment processes as well as having limited appeal provisions for rezoning
decisions

— limiting anti-competitive objections and appeals, with controls on their abuse
— collecting and publishing data on land supply, development assessment and appeals.
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Overview

In February 2006, the Council of Australian Governments (COAG) agreed to adopt
a common framework for benchmarking, measuring and reporting on the regulatory
burden across all levels of government. In particular, governments have indicated
that they want to identify unnecessary compliance costs, enhance regulatory
consistency across jurisdictions and reduce regulatory duplication and overlap.
COAG’s concern is with written regulation and also with the role and operation of
regulatory bodies.

Purpose and scope of the study

The purpose of this study is to benchmark the states’ and territories’ planning and
zoning systems and their land development assessment processes. From a broader
perspective, the study concerns the challenges for citizens in getting the cities they
want.

The Commission was asked to go beyond benchmarking business compliance costs
and to also examine the impact of the planning and zoning systems on competition
and on the efficiency and effectiveness of the functioning of cities. Unlike previous
benchmarking studies, the Commission was particularly asked to report on laws and
practices which unjustifiably restrict competition and to identify best practice
approaches that support competition, including but not limited to:

« measures to prevent ‘gaming’ of appeals
« processes to maintain adequate supplies of land for a range of activities

« ways to eliminate any unnecessary or unjustifiable protections for existing
businesses from new and innovative competitors.

As the Commonwealth, the states and territories and local governments all influence
planning, zoning and development assessment all are examined in this report.

The coverage of the study consists of the major and regional cities over 50 000 in
population as well as at least two cities in each of the smaller jurisdictions — 24
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cities of varying sizes. These cities cover 175 local council areas (see the list of
councils and cities in Appendix A). However, much of the analysis focuses on
comparing the states and territories and, in some cases, comparing only the capital
cities because of the very limited information available for other cities.

Indeed, due to a lack of comparable data generally across jurisdictions, the
Commission conducted three separate major surveys of:

« key state and territory planning agencies
« the local councils in the cities being examined

« all the local council communities covered in this review (which comprise 78 per
cent of the total Australian population).

In addition, a survey of 16 greenfield developers (who provided information on 29
individual development projects) was conducted and some relevant business
associations sent out a questionnaire to their members to further inform this study.
Details of the surveys and questionnaires are contained in Appendix B.

This study is intended to: identify among all governments in Australia those
planning policies and practices that have proven particularly successful; indicate
areas where further reform could be most beneficial; and provide a 2009-10
baseline for any future assessment of the performance of planning systems. While
reforms subsequent to 2009-10 are noted in chapter 3, they do not form the basis on
which comparisons are made.

This Overview is followed by a section that draws together leading practices from
across the jurisdictions.

Big challenges for governments

By its very nature, the task of planning and zoning land to enable those land uses
which will optimise the welfare of communities and the nation is complicated and is
becoming more so. Urban land use falls into the broad categories of residential,
industrial, commercial and protected (such as conservation areas). A large number
of policy agendas impact on planning and zoning considerations (figure 1).

Whether governments or the private sector or a mix of both determine the uses to
which land is allocated, the inherently challenging features of this task include:
positive and negative impacts on others (such as on neighbourhood character, traffic
congestion, air and sound pollution); insufficient or ‘asymmetric’ information;

I Various definitions of cities are used by different reporting agencies in Australia. The
Commission used the city strategic plan as the definitional base of the city — so, for example,
Blue Mountains City is included in Sydney and Mandurah is included in the Perth plan.
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future generations not being part of decisions that ultimately will impact on them;
and conflicting preferred outcomes of different stakeholders so that the costs of
reaching community consensus on objectives are high.

Figure 1 Some objectives and policy drivers of urban efficiency

Amenity & lifestyle objectives / liveability

Environment
(water, air

community centres)

. “Public safety
Natural disaster quality, green  Sport &
Environment risk management ~ Space & noise) recreation Public health,
policies (fires, floods) N\ welfare &
Cultyre & safety
Waste h\erltage policies
management Traditional
Transport & oynership
communication
policies Urban . S?Ci?“ Education
transport inc %.ISIOH polsies
networks Housing
<__} affordability
Industry & /4 }
competition Energy Population Housing
policies and water density policies
resources (closeness
to services)
5 Busine§§ Immigration i
cconomic | PPN 7 polices
L Tourism Built infrastructure Employmgnt
policies ~ (hospitals, schools, -opportunities

Economic growth & development objectives / ease of doing business

Over time, the complexity of the task has grown because planners are asked to
address pressing and a wider range of problems. Also, community preferences and
demands change. Issues confronting planners today include: significant population
growth; an ageing population and other demographic change; increasing congestion
and delays in getting to work and moving goods and services around cities; ensuring
adequate energy and water supplies; adapting to climate change; higher aspirations
for liveable cities including green spaces and preserving natural and historical
heritage; maintaining buffer zones for ports, etc and natural hazard areas; and the
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growing expectation of residents that they should be consulted on changes to their
neighbourhood.

With regard to just one of these challenges, in recent years the rate of population
growth has been relatively high with rates varying considerably across cities and
councils. Hence, the pressures on governments to accommodate population growth
have also been varied. Between 2001 and 2009, Sydney’s population grew by 9 per
cent and Melbourne’s by 15 per cent. Perth and Brisbane both grew at about 20 per
cent. An added complexity comes from the uncertainty about how much each city’s
population will grow (immigration being just one of variables affecting this), so that
city planning needs to allow for a wide range of alternative population growth rates.

There are also quite unexpected challenges such as the recent widespread flooding
of Queensland and parts of Victoria to unprecedented levels which raise questions
about the adequacy (and enforcement) of planning in areas at risk of floods. Prior to
this, the Victorian bush fires drew similar attention to the role of land use planning
in bushfire prone areas.

The state and territory planning systems have also been subject to rolling reforms
which are often not fully implemented or evaluated before being replaced with
further reforms. City planning systems are characterised by ‘objectives overload’
including unresolved conflicting objectives, long time lags and difficult-to-correct
planning mistakes. There is a significant risk that the systems’ capacity to deliver on
their objectives will deteriorate.

Leadership and governance

Thus the planning and zoning systems of the states and territories involve a complex
interweaving of citizen, business, and government regulatory relationships. They
are the prime field on which conflicting community preferences for their cities and
local neighbourhoods are played out. Preferences can vary among citizens, between
citizens and businesses, businesses with each other, councils and their constituents,
and councils with their state.

A core challenge is that posed from the many cases where the costs of some land
uses are borne primarily by the people in one or a few local councils while the
benefits may be shared across the whole city or region. Examples include the
location of ports, airports, roads and railway lines, major residential developments,
waste disposal sites, as well as increasing population density. For these types of
decisions, no single local council or group of citizens can be expected to adopt the
overarching perspective needed by state and territory governments (and in some
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cases by the Commonwealth Government) in order to enhance overall community
wellbeing.

The section on Leading Practices proposes that wherever possible, conflicts about
land uses are better resolved as early as possible in the planning to development
chain, during high-level planning or the more detailed structure/master planning
rather than during development assessment. The earlier planning stages provide the
appropriate opportunity for elected representatives to make the value judgements
needed to resolve community differences and set broad objectives. However, as
noted, circumstances change and it is often only during the assessment of
development or rezoning applications that some final decisions about land uses can
appropriately be made. Of course, doing so confers a great deal of discretion on
decision makers and it is therefore important that such decisions deliver an overall
net benefit to the community. This is most likely to happen through good processes
that allow for business and community engagement, transparency, probity and
accountability. Ultimately, though — given the nature of ‘trade-offs’ in many of
these planning decisions and the value-judgements that must be made — such
decision-making is not, in the end, technical or administrative, but essentially
‘political’ in nature.

How well are our cities functioning?

In looking at how well our cities are functioning, it is important not to attribute all
outcomes to planning. Good planning can create the environment for efficient and
effective cities but the outcome is also dependent on the market, governments’
investment in infrastructure, and other government policies and actions (such as
immigration policy and delivery of services). Some factors, such as the weather and
geography, are very important aspects of city liveability but clearly are well beyond
the capacity of planning systems to influence. Other factors, such as safety, are very
important to people and are at best moderately influenced by planning, while certain
other factors, such as housing availability and transport, can be significantly
influenced by planning and zoning. Among state and territory governments there is
wide agreement that the factors most able to be influenced by planning are:

« managing greenfield development

« accommodating population growth

« transition to higher population densities
« protecting biodiversity

« providing diverse/appropriate housing.
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However, there are few aspects of city functioning for which any government thinks
planning has no impact. For example, most jurisdictions consider planning has a
moderate (and in one case major) impact on reducing traffic congestion and on the
provision of new infrastructure; and all consider planning impacts on providing
affordable housing though views differ over the extent of the influence (table 1).

In assessing the impact of planning on city outcomes, it is also important to allow
that some outcomes are the result of planning decisions made many years ago and,
to this extent, do not reflect on current planning systems. For example, transport
corridors would need to have been set aside long ago to be making a contribution
now to ameliorating city congestion — this highlights the importance of planning
well as some decisions influence city liveability for a very long time.

While there is no agreed set of indicators for city liveability, two elements feature
prominently in almost all of these measures: housing affordability and traffic
congestion.

While Australian cities generally perform well in international rankings, they
perform poorly on housing affordability with houses being less affordable in
Australia than in New Zealand, the United Kingdom, Canada and the United States
of America (Demographia 2011). Within Australia, among the capital cities, Sydney
is the least affordable and Hobart is the most affordable (table 2) although outcomes
for affordability are affected by a number of factors, not just planning. However,
between 2001 and 2010, Sydney’s median house price grew the least of all 24 cities
benchmarked, while median house prices in Perth, Hobart and Darwin were those
that rose the most, being over three times higher in 2010 than 2001. Within cities,
there is great variability in prices. For example, across different local council areas
in Perth, median house prices ranged from $330 000 to nearly $5 million.

Congestion in our major cities has also been increasing. The Bureau of Transport
and Regional Economics (2007) predicted that the avoidable costs of congestion in
Australia’s five largest capital cities, unless addressed, will double to about
$20 billion in 2020. This would include increasingly longer times in getting to
work, accessing services and moving goods around cities. In the Commission’s
community survey, Sydney respondents indicated that a median of 13 minutes could
be saved if their work journey (in one direction) was not at peak hour. While for an
individual this may appear small, for a city as a whole the aggregate cost is large.
Reflecting that contrast, three quarters of all respondents indicated that their travel
times were reasonable given their distance to work.

It is the two territories which do best in terms of residents’ perceptions of traffic
congestion and road networks, though both do poorly with regard to the perceived
quality of public transport. Sydney performs poorly on both public transport and
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traffic congestion, while Brisbane rates as the best on public transport but second
worst on road networks and congestion (table 2) (Auspoll, 2011, pp. 25-26).

Table 1 The effect of the planning system on city functioning
No effect L] minor effect moderate effect B major effect Il
Challenge NSW Vic Qid WA SA Tas ACT NT

City housing and population growth
Accommodating population growth
Providing affordable housing
Transition to higher pop. densities
Providing diverse/appropriate housing
Managing ‘greenfield’ development
City structure and services
Maintaining a vibrant city centre
Securing adequate urban water
Improving mobility within the city

Attracting skilled labour

Reducing traffic congestion
Providing new infrastructure
Maintaining existing infrastructure

Attracting new industries

City environment
Protecting biodiversity
Improving air quality
Adapting to climate change

Efficient waste management

City lifestyle and community
Maintaining social cohesion

Promoting healthy lifestyles

Reduce socio-economic disparities
Addressing crime and violence

Connectedness with regional centres

Improving services for an ageing pop.

a Jurisdictions were asked: “To what extent can government use the planning, zoning and DA system to
positively influence the following challenges?” b The question was not answered.

Source: PC State and Territory Planning Agency Survey 2010 (unpublished).
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Table 2 Some indicators of capital city liveability

Benchmark Sydney Melbourne Brisbane Perth Adelaide Hobart Canberra Darwin

Liveability score for

each city@ 55.1 60.9 60.2 60.6 63.4 605 62.3 558
Housing affordability of

cities — house price to

earnings ratio in

2010b 8.3 7.5 57 6.0 5.1 4.8 6.6 6.4

Increase in median

house price from

2001 t0 2010 - % ¢ 88 126 195 220 155 227 162 209
Residents who agree

their city has good

road transport and

minimal traffic

congestion — % d 13 22 21 30 44 44 64 72

Residents who believe
their city has good

public transport — % d 32 37 45 42 42 29 24 36

Residents who feel
safe walking alone at
night in their street —

% € 66 61 68 54 62 72 78 44

A This score is out of 100 and was constructed by Auspoll (2011) using 17 liveability measures such as safety,
climate, public transport, cultural entertainment, quality of schooling, attractiveness of the natural environment
and affordability of housing. b These figures come from Bank West's Key Worker Housing Affordability Report
(2010). The Bank measures affordability as the ratio of house prices to earnings. Earnings are average
earnings by state of nurses, teachers, police officers, fire fighters and ambulance officers from the 2008 ABS
Employee Earnings and Hours survey. € House prices are annual median house price sourced from Residex
and RPdata. 9 These figures come come from the Auspoll (2011) survey. € These figures come from the PC
Community Survey 2011 (unpublished).

The regulatory framework

The regulations and agencies involved in planning, zoning and development
assessments constitute one of the most complex regulatory regimes operating in
Australia. This regulatory system is not like most other regimes which have a
clearer delineation between policy making, regulation writing and administration.
Because some important policy issues are not fully resolved during strategic and
structure planning, de facto policy-making occurs during development assessment
and rezoning where significant discretion is exercised. In addition, the planning and
zoning regime also has a number of ‘special’ agencies and processes as an
alternative to the standard path to development approval at the local council level.

Figure 2 shows a stylised representation of the main government players and their
functions, although as the state and territory planning systems evolved separately,
there are many significant differences in their regulatory frameworks. In 2009-10,
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all jurisdictions, except Tasmania and the Northern Territory, had capital city
strategic spatial plans which set out state planning policy, defined land uses, and
guided local government planning and development.2 Tasmania iS now
developing metropolitan strategic spatial plans.

Further, the number and structure of planning instruments used by the jurisdictions
vary greatly. Tasmania has only one level, for example, while Western Australia has
eight and 1s very difficult for an outsider to navigate. However, not only are the
number of levels of planning instruments relevant — all of New South Wales’ 47
State Environmental Planning Policies are at the one level, but this does not make
them easy to follow.

Figure 2 Simplified planning system regulatory structure

* Iﬂnister

Can ‘call in’ development
assessments

Planning Department/Commission

» Development of strategic metropolitan plans

» Development of state planning policies

» May assess specific DAs to advise the Minister

» May carry out planning processes for major infrastructure

I I

Supra-council decision-making State Government Developers State bodies with specific
bodies » Specific development planning/development
» make decisions or advise on specific responsibilities in designated responsibilities
development assessments and areas — often difficult areas such * provide planning
planning scheme amendments as rezoned brownfields frameworks in defined
» DAs can be referred by councils or « have special responsibilities, eg geographic areas and may
ministers or have a statutory basis creation of affordable housing also handle the development
* eg - regional and state level panels of particular areas

Local councils

» exist in all states (no councils in ACT and NT councils have no planning powers)

+ develop the local plans in accordance with the metropolitan strategic plans

» process the vast majority of development assessments

* Initiate planning scheme amendments

« create regulatory instruments including zones, overlays and specific council planning laws

Source: Productivity Commission.

Local council plans contain zones, which prescribe in detail the kinds of
developments that are permitted or not permitted within that zone. As well as zones,
most jurisdictions have even more detailed restrictions for sub-zones within zones.
For example, Adelaide City Council has 11 residential zones, Hobart City Council
has four residential zones and 25 sub-zones (called precincts) under them.
Melbourne, on the other hand, has only three broad residential zones. Zone

2 The Victorian Government is currently developing a new outcomes based metropolitan plan.
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terminology is used consistently in Victoria, South Australia and the territories. But
names for zones are quite varied not only across the jurisdictions but also within
them; for example, Queensland councils include terms such as zones, precincts,
precinct classes, area classifications, domains, constraint codes, use codes and
planning areas. Overlays are used to set other area-specific requirements, such as
for bushfire prone areas, which may apply to a wide area containing many different
zones. Other development controls include requirements directed at specific plots of
land, and development requirements that apply generally across the entire local
council area.

These different and complex planning systems are difficult for businesses and
citizens to navigate. They lack transparency, create uncertainty for users and
regulators and impose significant compliance burdens, especially for businesses
which operate across state and territory boundaries.

Selected performance comparisons

Given the extent of differences, it has proven a challenge to compare the planning
systems of the states and territories: individual indicators are often heavily qualified
and thus so are comparisons between jurisdictions. Also, a combination of several
benchmarks is often needed to reflect system performance. For example, while
longer development approval times may seem to be less efficient, if they reflect
more effective community engagement or integrated referrals, the end result may be
greater community support and preferred overall outcome.

The Commission has not attempted to construct an overall ‘league table’ of state
and territory performance but rather intends that the diverse benchmarks serve as
useful pointers to where reform efforts may require concentrated attention.

The supply of land

Each jurisdiction takes a somewhat different approach to planning the supply of
land for a range of activities and uses for its capital city, most notably in how each
defines and plans urban boundaries, activity centres and protected lands (such as
conservation areas). While the broad stages can be represented as in figure 3, the
terms used by jurisdictions often differ. All of the stages must occur before
construction of houses or commercial/industrial buildings can begin.

All jurisdictions monitor and analyse the supply of land for residential uses the
most, with industrial land receiving less attention and commercial land the least.
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The capital cities have set different targets for infill and greenfield development.
For example, Sydney was aiming (before the 2011 election) for 60 to 70 per cent of
its residential developments to be infill by 2031,3 while South-East Queensland is
targeting 50 per cent by the same year. Higher infill targets generally foreshadow a
more intense use of existing urban land4 often involving rezoning to accommodate
higher population density.

Figure 3 Stylised land supply process

Grey shading denotes primary impact and influence of planning systems

Locate and assemble land

A 4

Initial planning and due diligence

v

Rezone land / amend planning scheme

\ 4
Structure/master plan

(when utilised)

A 4

Prepare subdivision application

A 4

Planning authority approval to subdivision

A 4

Address approval conditions

A 4

Install infrastructure

Y

Final certification and issue of new land titles

Source: Productivity Commission.

Adelaide and Perth have the highest targets for having greenfield land available for
development — both require 25 years supply of land for future development and 15
years supply of land zoned for urban uses.

3 The new New South Wales Government has expressed a preference for a revised policy setting.

4 This is not the case for New South Wales given that in recent years approximately 80% of
additional housing has been built in existing urban areas.
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Information from a sample of 20 residential subdivision developments, together
with estimates from planning agencies, were used to gauge indicative times taken to
complete various stages in the supply process, as well as overall times taken to
complete developments. It takes up to 10 years from the time a developable parcel
of land has been assembled and the subdivision of that land is completed (figure 3).
The assembly of land and the initial private planning and due diligence (which
occur before engaging with the public planning system) can add an additional 5
years to the process (table 3).

Table 3 Some performance benchmarks on the supply of land
Benchmark NSW Vicn Qd WA SA Tas ACT NT
Elapsed time for land subdivision projects? upto 30-60 14— 36— 24- na na na
— months 119 plus 172 120 133

Vacant land zoned residential in capital 152 23.0 1256¢ 894 26.7 na 1506 0.1
cities — lots per thousand people, 2009 b

Change in population — %, 2008-09 169 228 276 323 1.28 1.08 1.82 257
Gap between ‘underlying demand’ and

Supp|yd in number of dwe”mgse per 8.1 4.2 12.7 13.5 0.1 2.0 1.4 447

thousand people as at June 2009

A This measures the time between the initial assembly of land parcels and a subdivision being approved and
completed with infrastructure installed. b |n some instances, the number of ‘lots’ has been inferred from the
estimated dwelling yields of the subject land. € Number of ‘conventional lots’ and community title lots in 2009-
10. 9 This was estimated by the National Housing Supply Council by determining the dwelling needs of the
population, given assumptions about the number of persons in each dwelling, compared to the supply of
dwellings. € A dwelling is a self-contained suite of rooms, including cooking and bathing facilities, intended for
long-term residential use. Units within buildings offering institutional care, such as hospitals, or temporary
accommodation such as motels, hostels and holiday apartments, are not considered to be dwellings.

Sources: Productivity Commission analysis of subdivision projects; National Housing Supply Council 2010.

The most common causes of delays in land supply are: rezoning/planning scheme
amendment; structure planning; and dealing with community concerns. The long
time taken to complete structure planning (one to six years) is not surprising given
its complexity. If done well, it should reduce subsequent delays and assist planning
because, for example, structure plans facilitate the coordinated delivery of
infrastructure into new development areas. Only Queensland applies statutory
timeframes to structure planning, taking into account the particular features of each
project.

Both South East Queensland and Perth in 2009-10 had among the highest supplies
of greenfield land zoned for residential use and land with subdivision approval
(relative to population). However, Queensland and Western Australia appear to
have significant housing shortfalls (see table 3) due to the more rapid population
growth they have been experiencing.

XXX PLANNING, ZONING
AND ASSESSMENTS



State and territory government land organisations hold significant ‘development
inventories’ and often take on the more difficult and time-consuming projects.

Infrastructure

Sound planning for major state infrastructure — such as roads and rail, water and
energy delivery systems — are fundamental to the outcomes for cities. The regimes
in Victoria, Queensland and South Australia have a number of characteristics that
facilitate delivery of infrastructure, including: detailed infrastructure plans with a
level of committed funding from the state budget and committed delivery
timeframes (see table 4); and scope to apply alternative planning processes to
infrastructure projects.

It is difficult to discern the basis for decisions on how much infrastructure
developers should contribute to their developments, what level of charges should be
borne by the private sector and what infrastructure government should provide.

Developer contributions are applied and collected in different ways across Australia
and may include levies (calculated either per lot, hectare or dwelling or as a
proportion of development value depending on the location and type of
development) or impact fees (which recognise the actual impact of the proposal on
particular local infrastructure or amenities).

Table 4 Some performance benchmarks on infrastructure

Benchmark NSW Vic Qld WA SA Tas ACT NT
Integration of planning Low Med High Med Med+ Very Med Very
and infrastructure @ Low Low

Infrastructure charges —
$ per dwelling, 2009-10

Infill 15000 1609 25000 5000 5577 na na na
Greenfield 37300 11000 27000 20000 3693 na na na

A This relates to the estimate made by KPMG of how well strategic planning systems are integrated across
functions — such as transport, infrastructure, and environmental assessment — and across government
agencies. It should also be noted that KPMG indicated in a separate part of its report (pp. 48-49) that the
Western Australian Planning Commission had a strong and integrated approach to infrastructure and
planning.

Sources: KPMG (2010); Urbis (2010); ABS (Australian Demographic Statistics, Jun 2010, Cat. No. 3101.0);
Department of Planning and Community Development (Vic) (2010a); Department of Planning and Local
Government (SA) (2010b); Department of Planning (NSW) (2010c); NHSC (2010).

In 2009-10, New South Wales had the highest residential infrastructure charges
imposed on developers, at an average of $37 300 per lot for greenficld
developments, and covered the broadest range of infrastructure items. Queensland’s
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charges have risen significantly to be the second highest in 2009-10 (at about
$27 000 per greenfield lot). South Australia and Tasmania charged for the narrowest
range of infrastructure items and South Australia had the lowest charges though
unusually the average infill charge ($5577) was higher than the average greenfield
charge ($3693) (see table 4).

In 2009-10, New South Wales ($550 000 per hectare) and Queensland ($340 000
per hectare) had the highest infrastructure charges applying to commercial and
industrial land. Victoria had the lowest charges ($175 000 per hectare).

Business compliance costs

The main compliance costs associated with seeking planning scheme amendments
(rezoning) or development approval include: requirements to prepare, submit and
provide supporting material; meeting specified development controls; paying fees
and charges; and holding costs associated with the time taken to obtain planning
approval. This can involve considerable in-house staff costs, and an extensive range
of impact and consulting studies which must all comply with specific standards.

Single residential developments that comply with prescribed standards and do not
trigger special conditions (such as heritage or small lot size) in planning schemes
are treated fairly uniformly across most jurisdictions. Such developments did not
require planning approval or attract a planning fee in Victoria, South East
Queensland, Western Australia, the ACT or the Northern Territory in 2009-10 and
required relatively low lodgement fees in South Australia. However, in most New
South Wales councils such developments were subject to development assessment
and an associated planning fee during 2009-10. Also, in Hobart, as the whole city
has a heritage overlay, almost all dwellings trigger the requirement to be assessed.

Retail/commercial or industrial applications cost considerably more than residential
developments. Victoria was the least expensive jurisdiction to apply for planning
approval for a mid-size retail or industrial development in 2009-10. Charges were
considerably higher in the ACT, New South Wales and Queensland (see table 5).

Approval timeframes (and the associated impact on holding costs) are a major
concern for developer interests. They can reflect a multiplicity of factors such as the
scope and nature of approval requirements, the quality of the information
developers provide, referrals, public consultation, appeals and the efficiency of
development assessment staff.

The figures produced in table 5 are indicative only, being based on estimates
provided by councils and planning agencies without taking account of differences in
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residential, industrial and commercial development applications or the scale of the
proposed developments. For those jurisdictions where comprehensive approvals
data were available, Victoria’s median approval time (73 days) was the highest. The
Victorian figure may in part be explained by the much higher proportion of
development applications being referred to external agencies (27 per cent) and the
tendency for some councils to include appeal times in their estimates. New South
Wales’ and Queensland’s times were about half those of Victoria in 2009-10 (see
table 5). The ACT had the fastest approval times with a median of 27 days.

Table 5 Selected performance benchmarks for compliance costs
Benchmark NSW Vic Qld WA SA Tas ACT NT
Median elapsed time for DA 41 73 38 na na na 27 67

approval — days, 2009-102
Minimum approval fee — $

Single residential dwelling 1277 0 0 0 50 300 0 0
Commercial development 4 365 815 2900 2700 2390 1170 5933 870
Industrial development 4 037 815 4107 2220 2140 1020 5130 870

a Figures are jurisdiction-wide, except for Queensland which relate to the 19 high growth councils for which
data were collected by the Department of Planning and Infrastructure.

Source: LGPMC 2011, New South Wales Local Development Performance Monitoring 2009-10, Planning
Permit Activity in Victoria 2009-10, Queensland Department of Infrastructure and Planning (personal
communication), WAPC and Department of Planning Annual Report 2009-2010, PC State and Territory
Planning Agency Survey 2010 (unpublished), jurisdictional fee regulations, council fees and charges
schedules.

Competition and retail markets

Most planning regulation affecting retail markets concerns defining, setting aside
land for and controlling the entrance of businesses into different types of activity
centres. This produces a number of restrictions on competition. Many of these are
imposed to serve important objectives, such the viability and vibrancy of existing
centres, the amenity of community developments, releasing land at a rate to achieve
‘orderly’ or ‘desirable’ development, and maintaining the existing character and
structure of communities. However, there is little to indicate that impacts on
competition — or an analysis of the benefits of the desired outcome versus the costs
of restricted competition — were considered in establishing planning regulations.

Planning guidelines, on where retailers can locate, are extremely complicated, often
prescriptive and exclusionary. As well as activity centres and zones, there are other
layers of development controls, including sub-zones, overlays, ‘policy areas’,
precinct controls, development codes and highly prescriptive requirements (which
vary by locality) for floor areas, plot ratios, building heights, street frontage and
setbacks, car parking requirements, etc. Hence, any assessment of the extent to
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which competition is limited in council areas cannot be based just on the layering of
activity centres or the number of zones (table 6) but should also take account of all
these other measures. Further, the cumulative impact of restrictions on businesses is
difficult to ascertain and it is generally not possible to conclude that one type of
restriction has a greater impact on competition than another.

While the prescriptive requirements provide some clarity to prospective developers,
they also make it hard for some innovative businesses to find suitable land and thus
enter the market. More generally, they also work to prevent the market from
allocating land to its most valued uses.

Table 6 Some performance benchmarks for competition

Competition Benchmark NSW Vic Qld WA SA Tas ACT NT

Zones: avg. no. within

council area 20 17 40 12 25 17 23 32
Activity centres: no. city

centres & major regional

centres in capital city? 18 26 15 11 7 b 1 b
Activity centres: no. district
centres in capital city@ 62 79 28 19 9 b 4 b

Activity centres approach

(% councils or territory

govts which enforce

approach) 23 91 82 71 56 40 100 0
Impacts on existing

businesses a major

consideration (% councils) 24 11 27 7 31 0 0 0
Viability of nearby centre a

major consideration (%
councils) 79 58 100 64 69 50 0 0

a Queensland figures applies to SEQ. b Equivalent centre hierarchies are not formally used in Tasmania and
the Northern Territory.

Sources: Analysis of local council and territory plans; PC Local Government Survey 2010 (unpublished).

The lack of large sites and the highly prescriptive and limiting requirements on
activity centres leads businesses to push for special consideration and/or attempt to
locate in out-of centre locations and industrial zones. These ‘fixes’ produce
uncertainty, are inefficient and create an anti-competitive unlevel playing field.
New South Wales and the ACT appear the most susceptible to this approach while,
in Victoria, it appears easier for businesses to find large sites for commercial
purposes.

While most governments recognise that limits on competition are not desirable for
economic development, they still take into account impacts of proposed
developments on the viability of existing businesses and/or activity centres, though
Victoria, Western Australia, Tasmania and the territories do this to a lesser extent.
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To progress planning objectives for viable centres with minimal adverse impacts on
competition, it is necessary to assess the impacts on existing centres as a whole
without concern for the likely impacts on particular existing businesses within those
centres.

In most jurisdictions, there is considerable scope for competitors of a proposed
development to use planning rules as a basis for objecting to developments and/or
appealing development decisions. Prescriptive zoning; alternative development
assessment paths (including ministerial call-ins); and inconsistency in decision
making and in the application of planning principles all provide incentives for
business to ‘game’ the system by using objection and appeal mechanisms to block
or delay establishment of competing enterprises.

Governance and accountability
The planning resources and outcomes of local councils differed across jurisdictions:

« on a per capita basis in 2009-10, Queensland councils appeared to have the
highest level of resourcing (in terms of staff levels and planning expenditure) but
also incurred the highest median level of expenditure per development assessed,
and approved the smallest median number of developments per staff. In contrast,
South Australia incurred the lowest median expenditure and assessed the highest
median number of developments per staff (table 7). These results probably
reflect differences between the two states. South Australia requires the largest
proportion of applications to be assessed by councils, while Queensland councils
have adopted a sophisticated risk-based approach to development with fewer
applications requiring formal council assessment. Councils in other states fall in
between these approaches with most allocating basic applications to fast tracks

« workload pressure was identified by councils as a major impediment to their
performance in planning processes

o over half of all respondents to a business questionnaire (sent by their
associations) indicated that a lack of competency of council staff and inability of
staff to understand commercial implications of decisions were some of the
greatest hindrances in development assessment processes.

Jurisdictions also differed with respect to their accountability mechanisms, such as:

« the availability of appeals including third party appeals — Victoria and
Tasmania provided the greatest access to appeals, while Western Australia did
not allow any third party appeals (table 7)

« while rezoning and other planning scheme amendment decisions by local
councils cannot be appealed in a court, some jurisdictions, including New South
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Wales and Victoria, provided scope for rezoning decisions (meeting certain
criteria such capital value of the proposal) to be taken to regional or state level
panels

« the availability of appeal mechanisms outside the court system (not involving
legal representation) which increases the likelihood that matters will be settled
without recourse to more expensive and time-consuming formal avenues of legal
redress — such as Queensland’s Building and Development Dispute Resolution
Committee

« whether comparable data on council outcomes is published — New South
Wales, Victoria and Queensland publish detailed outcomes data and the ACT
publishes aggregate outcomes data

« the degree of access to rules and regulations such as information on zones — all
state councils and territory agencies publish this but Queensland’s and New
South Wales’ rules are the most difficult to understand and use, while the
councils in Victoria and South Australia format this information consistently and
clearly, and also make it easier to locate.

Table 7 Some benchmarks on governance
Benchmark NSW Vic Qld WA SA Tas ACT NT
Councils in capital city — number 43 33 8 33 26 7 1 3

Planning expenditure by local
councils — median $'000 per

1000 population? 29 21 35 19 29 18 b b
Planning expenditure by local

councils — median $ per DA2 3588 2560 9745 1865 790 1541 b b
DAs per local council planning

staffd — median 31 44 14 62 136 82 b b
Local council planning staff per

10 000 population — median 24 2.5 2.9 1.7 2.8 1.8 b b
Third party appeals limited allowed limited none limited allowed limited limited
Relationship between state govt &

local councils — % ¢ 42 49 61 55 57 43 b b

a These comparisons do not take into account the mix of different types of DAs. b Not applicable. € Per cent
of councils which agreed or strongly agreed with questions on positive engagement between local government
and the relevant state government.

Sources: PC Local Government Survey 2010 (unpublished); state and territory planning legislation.

While many factors influence the nature of arrangements between states and
councils — such as the size of councils, the way state priorities are communicated
and implemented, how council performance i1s evaluated — better relationships are
more likely to deliver broad state goals in a more timely and effective way. New
South Wales and Tasmanian councils seem to have the most difficult relationship

XXXVI  PLANNING, ZONING
AND ASSESSMENTS



with their state government while those in Queensland, Western Australia and
South Australia appear to have the most cooperative relationships between state and
councils (table 7).

All jurisdictions provide mechanisms by which development assessment and
rezoning can be referred beyond the council. However, the criteria which trigger
them, the person or persons who assess them, and the assessment criteria all vary
significantly — though in some cases this is difficult to determine because they are
not always clearly stated.

Community involvement

Jurisdictions differed in the ways they interact with the community. While active
community participation, as self-reported in surveys of jurisdictional planning
agencies, motivates some state agencies in New South Wales, Victoria and
Tasmania, most state agencies tend to use more limited forms of community
interaction by way of information dissemination and consultation.> In contrast, local
governments were generally more likely to emphasise empowering their
communities rather than simply minimising the potential for community opposition.
In general, city councils in South Australia appear to be most motivated to have
active community participation.

Community views on government efforts in engaging them in planning processes
reveal that governments have considerable scope for improvement in this area. The
vast majority of communities reported that they feel their governments are not
concerned with community preferences on planning issues. This response was
particularly marked in Alice Springs, Geelong, Gold Coast and in the NSW regional
coastal cities. Local councils in Wodonga, Albury and the Sunshine Coast were
rated as caring the most about community preferences. Furthermore, most
communities consider that local government consultation on planning issues
happens only sometimes or not at all (table 8).

Consultation during the development of state level planning instruments is a
legislative requirement in Queensland (consistent with the Local Government and
Planning Ministerial Council agreed best practices) and to a more limited extent in

5 Those government agencies which interact with the community on planning, zoning and development
assessment, were asked which of the following motivations were important:
e discover community preferences
e help the community understand the implications for their local area of proposed developments at a
regional or metropolitan level
e empower the community in the decision-making process
e ensure community concerns are considered
e minimise the potential for community opposition and avoid delays.
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the ACT, and occurs at the discretion of the Minister and/or planning department in
other jurisdictions. While community engagement, at the strategic planning stage
and where structure planning required, is crucial to improve outcomes and the
perceived openness and fairness of the process, it is unlikely to resolve most of the
specific concerns of individuals or community groups who oppose a particular
development ‘on their doorstep’. Many community members will not engage with
the planning process at higher levels and will only focus on plans that directly affect
them or when a proposal is sufficiently concrete to enable its potential impact to be
recognised — often at the specific development application stage. This does not
reduce the case for early community engagement but indicates that good practice
requires significant engagement through all stages. However, as with any process,
there will be costs and benefits, requiring government bodies to give due
consideration on how best to allocate efforts over community engagement.

Table 8 Some benchmarks on community engagement
Benchmark NSW Vic Qld WA SA Tas ACT NT
State/territory govt are effective in planning — % of capital

city community which agree 14 18 21 22 19 17 20 17
Local govts are effective in planning — % of capital city

community which agree 15 14 17 21 17 20 na na
Community views on extent of consultation — % of

community which consider consultation to occur often 14 10 11 12 14 13 25 11
Community views on ‘being heard’ — % of community

which consider govt cares for their planning preferences 8 7 8 9 9 9 10 6

Sources: PC Local Government Survey 2010 (unpublished); PC Community Survey 2011 (unpublished); state
and territory planning legislation.

Most communities considered their state and local governments to be ‘somewhat
effective’ in planning for a functioning and liveable city, with those in New South
Wales and the Northern Territory least satisfied with the planning of their
governments (table 8). Based on the questionnaire distributed by business
associations, the New South Wales planning system was considered by business to
be the most difficult to operate under.

One explanation for the apparent dissatisfaction of communities with planning of
their governments may be the substantial disjunction in planning priorities.
Communities identified personal safety, public transport and congestion as their top
planning priorities in the Commission community survey, whereas most
governments reported accommodating higher population growth, transitioning to
higher population densities through greater infill and managing greenfield
development to be their top planning priorities.
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Furthermore, accommodating population increases appears to be a thankless task.
When asked ‘How would you feel about having more people living in your suburb
or community and the increase in housing required for this?’, 51 per cent of those
surveyed across 24 cities indicated that they would not like the population in their
community to increase and only 12 per cent indicated that they would like an
increase in population. Of those against an increase, the most common reason was
congestion. Of those favouring an increase, the most common reason was because
they thought it would bring increased services.

State and territory referrals

The jurisdictions have different bases for how referrals to specialist government
agencies, such as environmental or heritage protection authorities, are triggered.
The nature and number of the legal instruments containing the referral provisions
also differ. In New South Wales, 101 local and state statutory instruments provide
the bases for referrals. In contrast, all of South Australia’s referral requirements are
contained in one location (its planning legislation).

The number of departments/agencies to which referrals are made varies greatly
across the jurisdictions. South Australia had the most referral departments/agencies
(19), whereas Tasmania (2 departments/agencies) and the Northern Territory (1
department) had the fewest.

Most jurisdictions require referrals under two broad categories:

o prescribed matters — where the development has an effect on, or is near to
nominated ‘prescribed matters’, such as occupational health and safety and
heritage areas

o prescribed actions and activities — where the development site will ultimately
be used for a prescribed action or activity, such as alcohol production, or one of
the actions or activities will occur in completing the development, such as
abrasive blasting and dredging.

The number of matters and of actions and activities in each jurisdiction are outlined
in table 9. The jurisdictions differ in the thresholds for these activities, the type of
threshold, and actions for which referral is required. Some jurisdictions, such as
Victoria, Western Australia and Queensland, do not list all referral requirements in
the legislation referenced in table 9.

Further, requirements vary across the jurisdictions. For example, reconfiguring a lot
within 100 metres of an electrical substation is a prescribed matter and requires a
referral in Queensland, but not in South Australia. In contrast, the construction of a
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substation is a prescribed activity and requires referral in South Australia, but not in
Queensland.

Table 9 Some performance benchmarks for state and territory
coordination

Benchmark NSW Vic Qld WA SA Tas ACT NT

Number of matters that 20 7 143 1b 10 2 na 2

require a referral if a
development will affect
them

Number of actions and 44 37 552 b 36 25 na na
activities that require the

referral of a development

application

aThe matters listed here are based on legislation listed in the sources for this table. The Queensland
Government (14 February 2011) advise that these sources alone do not capture the full scope of referrals
required in Queensland. B The Western Australian Government (April 2011) advise that these sources alone
do not capture the full scope of referrals required, as the Planning and Development Act 2005 (WA) (s.142)
requires that, when the Western Australian Planning Commission considers that a subdivision proposal may
be affected by public and non-public service providers (such as water, telecommunications, energy) as well as
local government and other relevant government agencies (such as environment, health and Indigenous
Affairs) then the proposal should be referred for comment to them. The Government also says these
requirements are implied for DAs.

Sources: Queensland Development Code; Department of Planning (NSW) 2010; Development Regulations
2008 (SA); Environmental Management and Pollution Control Act 1994 (Tas); Environmental Planning and
Assessment Act 1979 (NSW); Environmental Protection Act 1986 (WA); Environmental Protection Regulation
2008 (QId); Environment Protection (Scheduled Premises and Exemptions) Regulations 2007 (Vic); New
South Wales Government, pers. comm., 17 January 2011; Northern Territory Planning Scheme; Planning and
Development Regulations 2008 (ACT); RPDC (2003); Victorian Planning Provisions.

New South Wales, Victoria, Queensland, Western Australia, South Australia and
the ACT all have established but different timeframes in which referral
departments/agencies must respond to referrals. The ACT is the only jurisdiction
not to allow referral departments/agencies to ‘stop the clock’. The ACT,
Queensland and Western Australia have provisions which, if no response is
received within the statutory timeframe, allow the person assessing the development
application to proceed with the assessment as if that referral agency had supported
the application and set no conditions.

Impact of Commonwealth environmental requirements

Under the Environment Protection and Biodiversity Conservation Act 1999 (Cwlth)
(EPBC Act), a business can undertake a substantial amount of compliance work
only to learn it is not required to take any action (such as obtaining the Minister’s
approval or completing their project in a certain way). In 2009-10, 36 per cent of
referrals (137 referrals) required no further action, suggesting that business could be
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provided with better initial advice from the Commonwealth as to whether they need
to proceed with a fully documented case.

Based on data supplied to the Commission by developers, the cost of the
environment studies and flora and fauna assessments necessary for an EPBC Act
referral can range from $30 000 to $100 000 per study.

For the period 2005-06 to 2009-10, the average amount of time taken from the
lodgement of the EPBC Act referral to the Minister’s final decision for ‘controlled
actions” was 1 year and 7 months for residential, commercial and industrial
developments in urban areas. This was also the average for 2009-10.

The need for all developers to consult two lists of threatened species (one
Commonwealth list and one state/territory list) for each jurisdiction in which they
operate creates unnecessary duplication and confusion (Hawke 2009).

Leading practices

Adoption of leading practices outlined below would significantly improve
governance, transparency, accountability and efficiency; however, leadership from
state and territory governments — as articulated in the city spatial strategic plans —
remains essential to resolving the often conflicting objectives imposed on planning
systems. While the study has focused on Australia’s largest cities and in places only
on the capital cities, many of the leading practices could be applied more widely,
especially in areas experiencing strong economic and population growth.
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Leading practices

Benchmarking the states and territories has highlighted a wide range of differences
in the architecture of planning systems and in how development applications are
processed with the goal of ensuring consistency with plans. From this diversity, the
Commission draws attention to what appear to be leading practices. They are
dispersed across the jurisdictions, with each jurisdiction home to at least one leading
practice.

Broadly, the planning departments of the states and territories indicate that their
reform efforts have been directed at focusing more on the earlier stages of planning
when strategic land use policy and its associated plans are put in place. This is
likely to improve the timeliness of development assessments because more of the
important and difficult decisions have already been resolved prior to a development
proposal or request for rezoning (figure 4). However, it is an inevitable aspect of the
planning system that some decisions can only be made at the time of assessing a
particular proposal.

Figure 4 Changing the focus of planning efforts

CURRENT PLANNING EFFORT GOAL FOR PLANNING EFFORT

Typical planning
system

Development
Assessment

Source: http://www.planning.org.au/documents/item/1867 accessed 14 February 2011.

The leading practices identified by the Commission fall into seven broad groups.
Each is important — and many are interdependent — in achieving more effective
planning and zoning outcomes.
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1 Early resolution of land use and coordination issues

Determining as much planning policy as possible early in the planning-to-approval
chain and obtaining commitments to undertakings is highly desirable. Key elements
include:

. strategic land use plans that are not just aspirational but also make broad
decisions about where future urban growth will occur, alternative land uses,
timing, infrastructure and the provision of services (to contribute to social,
economic and environmental objectives)

. strategic land use plans that are integrated across different levels of government
and across different government departments and agencies to make consistent
decisions about relevant matters, ranging over infrastructure, environment,
housing and human services

. a consistent hierarchy of future oriented and publicly available plans — strategic,
city, regional, local — ensuring that when strategic plans are updated, the other
plans are also quickly updated (local plans have been recorded as lagging by as
much as 23 years in Western Australia)

« provisions for resolving planning conflicts between government agencies when
they arise

. provisions to facilitate adjustment to changing circumstances and innovation
including effective engagement, transparency and probity processes for planning
scheme amendments

. effective implementation and support arrangements for all plans, including:
— clear accountabilities, timelines and performance measures

— better coordination between all levels of government and linked, streamlined
and efficient approval processes

— one clear authority which monitors progress against the strategic plan

— completion of a structure or master plan in major new developments before
proceeding to subdivision

— government land organisations being the first developer in new settlement
areas to reduce regulatory risk, provide precedent planning decisions to assist
other developers and to ensure major ‘lead in’ infrastructure is in place

— a designated body responsible for the coordination of infrastructure in new
development areas with:

sufficient power to direct or otherwise bind infrastructure providers to
their commitments to deliver the immediate and near-term infrastructure
needs of settlements (as agreed through a structure planning process)
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. the ability to elevate significant strategic issues and/or decision making to
the level of Cabinet where it is relevant to do so (as South Australia's
Government Planning and Coordination Committee is required to do)

— committed budget support (primarily for new infrastructure) to promote
certainty and investment.

2  Engaging the community early and in proportion to likely impacts

Engaging the community more fully in developing strategic land use plans and
subsequent changes can achieve better community buy-in for plans and their
amendments. Responses to surveys indicated that a number of councils and state
and territory agencies regard consultation primarily as a way to inform communities
about their plans rather than engaging residents with a view to building plans
around informed community opinions and preferences. Effective community
engagement in the planning process would be more likely to happen if required by
the relevant legislation. This is identified by the Local Government and Planning
Ministerial Council (2009) as a best practice principle for community involvement.

With greater clarity around community preferences, decision makers can outline
explicitly the trade-offs among competing viewpoints and the extent to which
different preferences have been addressed as strategy and structure/master plans are
being developed. While this would not eliminate opposition to a specific
development or spot rezoning, an explanation of plans in terms of optimising the
overall community and city welfare is likely both to gain greater acceptance and
provide more certainty to residents and businesses. In some cases, it would be
important to provide scientific and other evidence relevant to decisions made, such
as how areas at risk of being damaged by one in a 100 year floods were identified.

Given the apparently large opposition to infill, it is particularly important to engage
the community in determining an appropriate balance between greenfield and infill
development and about the pattern or nature of infill. In general, at any stage from
planning to development approval, the extent of community engagement should be
proportionate to the potential impacts involved — the greater the potential impact
on businesses or neighbourhoods, the more attention should be paid to the extent
and form of the public consultation and/or notification processes.

3  Broad and simplified development control instruments

Originally, the primary objective of planning was to segregate land uses which were
considered incompatible; but today, planning is being asked to serve much more
complex objectives. In the extreme, planning systems suffer, on the one hand, from
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planners who try to prescriptively determine how every square metre of land will be
used and, on the other hand, from developers who play a strategic game of buying
relatively low-value land and attempting to rezone it to make a windfall gain. The
scope for both would be reduced if zoning definitions were broadened and zones
and other development control instruments were defined in terms of broad uses
rather than prescriptive definitions.

If the prescriptiveness of zones and allowable uses were significantly reduced —
particularly those relating to business definitions and/or processes — it would
facilitate new retail and business formats to locate in existing business zones
without necessitating changes to council plans to accommodate each variation in
business model. It would also provide more flexibility to adjust residential
developments to changing demographics and preferences. Land areas set aside for
industrial uses could be used for those industrial activities which, because of their
adverse impacts on other land users, need to be located in separate areas. This may
include not only chemical polluting industries but also activities such as ports and
other infrastructure which operate 24 hours a day. For example, residential and
commercial encroachment can restrict road access and result in restrictions on hours
of operation or limitations on what can be traded through a port. For most
businesses (commercial, service providers and some light industrial), there are
limited and identifiable impacts associated with their location decisions and
therefore few planning reasons why they should not be co-located in a business
zone. This is also the case for retail except where it may result in significantly
increased congestion and the infrastructure is insufficient to allow adequate access.

These changes would increase competition by allowing a wider range of businesses
and developers to bid for the same land, better harness the market in allocating land
to its most valued use, and cater much more easily for innovations in business and
service delivery without requiring rezoning. Reducing the need for rezoning would
also deliver significant time savings in supplying land and approving developments.
As well, it may reduce the use of alternative approval mechanisms, such as
ministerial call-ins and state significant tracks, which would improve
competitiveness by ensuring more businesses face the same assessment criteria.

4  Rational and transparent allocation rules for infrastructure costs

Broadly, the appropriate allocation of capital costs hinges on the extent to which
infrastructure provides services to those in a particular location relative to the
community more widely. The Commission has previously enumerated the following
principles:
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o use upfront charging to finance major shared infrastructure, such as trunk
infrastructure, for new developments where the incremental costs associated
with each development can be well established and where such increments are
likely to vary across developments. This would also accommodate ‘out of
sequence’ development

o for infill development where system-wide components need upgrading or
augmentation that provide comparable benefits to incumbents, this should be
funded out of borrowings and recovered through rates or taxes (or the fixed
element in periodic utility charges)

o for local roads, paving and drainage it is efficient for developers to construct
them, dedicate them to local government and pass the full costs on to residents
(through higher land purchase prices) on the principle of beneficiary pays

o for social infrastructure which satisfies an identifiable demand related to a
particular development (such as a neighbourhood park) the costs should be
allocated to that development with upfront developer charges an appropriate
financing mechanism

« for social infrastructure where the services are dispersed more broadly, accurate
cost allocation is difficult if not impossible and should be funded with general
revenue unless direct user charges (such as for an excludable service like a
community swimming pool) are possible.!

5 Improving development assessment and rezoning criteria and processes

The Commission particularly supports the following practices, a number of which
reflect recommendations made by the Development Assessment Forum:2

link development assessment requirements to their objectives

« clearly link development assessment requirements to stated policy intentions that
can be assessed against rules and tests or decision criteria. While useful in itself,
clarifying the objectives served by requirements is also likely to reduce the
number of matters requiring approval

. eliminate impacts on the viability of existing businesses as a consideration for
development and rezoning approval

Productivity Commission (PC 2004).

2 http://www.daf.gov.au/reports documents/doc/DAF LPM_AUGUST 2005.doc,
(accessed 22/10/2010); DAF Leading Practice Model 2005.
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use a risk-based approach

stream development and rezoning applications into assessment ‘tracks’ (exempt,
prohibited, self assess, code assess, merit assess and impact assess) that
correspond with the level of assessment required to make an appropriately
informed decision. This both speeds up most development assessments and
rezonings, and releases assessment resources to focus on those proposals which
are particularly technically complex or have significant impacts on others

facilitate more ‘as-of-right’ development processes

facilitate the timely completion of referrals

develop memoranda of understanding between referral bodies and planning
authorities regarding what advice will be provided by referral bodies and how
that advice will be dealt with by planning authorities. Clear and concise pro-
forma development approval conditions (‘model conditions’) would also assist

have all referral requirements collectively detailed and located in one place

as far as technically possible, resolve all referrals simultaneously rather than
sequentially

adopt practices to facilitate the timely assessment of applications

adopt electronic development assessment systems to reduce costs for businesses
and residents but also to improve consistency, accountability, public reporting
and information collection/benchmarking

limit the range of reports that must accompany an application to those essential
for planning assessment, including referrals, leaving the need for other reports
(such as for most engineering) until after planning approval is obtained — where
necessary agreeing to these during a pre-application meeting

ensure the skill base of local council development assessment staff includes a
good understanding of the commercial implications of requests and decisions and
the capacity to assess whether proposals comply with functional descriptions of
zones, etc rather than judging them against detailed prescriptive requirements

adopt practices to facilitate access to relevant information

ensure prohibited, allowable and restricted land uses for different zones are clear
and publicly available, in a readily understandable form

notify the community of proposed planning scheme amendments

hold open meetings for significant rezoning such as conducted by the Tasmanian
Planning Commission
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provide transparent and independent alternative assessment mechanisms

« have clear criteria on what triggers approval by (regional, city and state based)
alternatives to councils — the most important being that a proposal is likely to
have significant positive or negative impacts beyond a council’s boundaries

. expert and independent panels or commissions appear to be less contentious and
more transparent than ministerial discretion unaided by an open and independent
assessment

 have panels or commissions take input from all interested parties, including local
interests, and publish the basis for the decision.

6 Disciplines on timeframes

More extensive use of timeframes for planning processes would provide better
discipline on agencies and give developers more certainty. Statutory timeframes,
with limited ‘stop the clock’ provisions, and deemed-to-comply provisions (as used
by the ACT) would be beneficial for development assessment and referrals. Such
disciplines are not designed to place undue pressure on the system but rather to
encourage planners to meet reasonable deadlines. Given that some processes
necessarily vary greatly, Queensland’s practice of adjusting the statutory
timeframes for structure planning according to the particular characteristics of each
major project provides both certainty and flexibility.

Local councils also indicate that poor or incomplete development applications are a
significant factor in their efficiency results — causing significant delays and costing
significant amounts of staff resources. Various remedies have been trialled from
requiring applicants to seek professional advice to providing a significant assistance
service (sometimes free and sometimes for a cost) through pre-application meetings.
The ACT’s process of penalising applicants for incomplete applications through re-
submission charges — as long as application requirements are clear and easily
accessible — may also help timeliness.

7 Transparency and accountability

Transparency and accountability in planning decisions can be enhanced through:

. ensuring that planning scheme amendments have at least as much public scrutiny
as is given to development assessments

. the appropriate availability of appeals for development assessment and planning
scheme amendments, including limited third party appeals
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« publishing comparable data on council outcomes and from other development
assessors, such as panels, ministers and planning departments

« access to rules and regulations such as the location and restrictiveness of certain
zones and other controls on land use in a consistent and clear format

« measures to promote probity in planning decisions including whistle blowing
protection, conflict of interest provisions, bans on political donations from
developer interests and anti-corruption commissions

. thorough and effective notification of development and planning scheme
amendment applications being assessed under the merit and impact assessment
tracks or by alternative assessment mechanisms.

While appeal rights may extend approval times, they have an important role to play
in a complex area subject to considerable discretion, competing policy objectives
and vulnerable to special dealing. Rather than prohibit appeals, efforts would be
better focused on ensuring good notification and engagement, clearly explaining
trade-offs made and providing less formal conflict resolution and review
mechanisms so that the resort to appeals is less likely.

Practices which appear to reduce vexatious third-party appeals include clear
identification of appellants and their grounds for appeal, the capacity for courts to
award costs against parties seen to be appealing for anti-competitive purposes, and
prohibition of appeals if the party did not put in an objection to the development
application. These would reduce incentives to game the appeals systems to
intentionally slow down developments.

Fortunately, all jurisdictions are moving towards collecting a range of data from
local councils each year. This is a useful exercise. Consideration should be given to
publishing a core set of consistently defined indicators for all states and territories
so that benchmarking of those factors most relevant to the performance of planning,
zoning and development assessments continues. These would include indicators on:
land supply; development assessments and spot rezoning (including the numbers
and use of different local council assessment tracks and alternative assessment
mechanisms); and the extent and nature of appeals.

States and territories would also benefit from collecting data on a city level to
compare progress on their strategic plans such as whether they are achieving infill
and housing targets and reporting on all these indicators annually.
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1  About the study

1.1 Objectives of planning, zoning and development
assessment systems

Planning, zoning and development assessment systems are used to manage the
growth of cities and towns, preserve the environment, provide and coordinate
community services and facilities, and promote and coordinate the orderly and
economic use and development of land. These systems are intended to balance the
needs of communities by taking into account the often competing social,
environmental and economic goals as well as the impact of land use and
development.

Planning and zoning policies in Australia are generally designed to:

« preserve and enhance the conservation, use, amenity and management of land,
buildings and streetscapes

« provide for the health, safety and general wellbeing of those who use these areas
« provide and coordinate the provision of community services, infrastructure and
facilities

« ensure the uniform application of technical requirements and an orderly and
efficient use and development of land (Thompson 2007).

Over the last 20 years, the number of objectives within the planning system, and
thus its complexity, has been continually expanding. For example, in December
2009, the Council of Australian Governments (COAG) added to existing local, state
and territory objectives a wide-ranging set of national objectives, including
providing for:

« nationally significant economic infrastructure such as transport corridors,
international gateways, intermodal connections, networks between capital cities
and major regional centres and major communications and utilities infrastructure

« population growth

« productivity and global competitiveness
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« climate change mitigation and adaptation

« access of people to jobs and businesses to markets
« development of major urban corridors

« social inclusion

o health, liveability and community wellbeing

« housing affordability.

Planning, zoning and development assessment systems have been considered by the
Commission in the past with inquiries on First Home Ownership (PC 2004) and The
Market for Retail Tenancy Leases in Australia (PC 2008). Those reviews focused
on particular aspects of land use that will also be touched on in this study which
looks more broadly at the system.

1.2 Defining planning, zoning and development
assessment

At its broadest level, planning is the process of making decisions to guide future
allocation and development of land. Strategic planning at the state and territory
government level gives structure to this process by identifying long-term goals and
objectives and then determining the best approach for achieving those goals and
objectives. The number and structure of plans varies greatly across the jurisdictions
with some being part of a hierarchy of plans where consistency is required. Others
may deal with a specific issue such as heritage. All states have councils and (except
Tasmania) regional level statutory plans which should be consistent with the
overarching goals and objectives of the state.

Within a development plan, each council area is divided into smaller areas called
‘zones’. Zones are used as a way of grouping areas with similar characteristics
together, integrating mutually beneficial uses, separating incompatible uses and
setting outcomes for the area through policy (Planning Institute of Australia (South
Australian Division) 2010 and Chung 2007).

Zones are typically based on land uses such as residential, industrial and
commercial. Each zone is defined by criteria that set out the detail of the acceptable
and unacceptable uses for the zone. In Australia, zoning can be very prescriptive
and exclusionary and, in some instances, very flexible.

To ensure that a proposed development is consistent with the local policy envisaged
for the area, as set out in the relevant plans and zoning ordinances, all development
and plans undergo assessment unless they are exempt, for example, as minor
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development. The assessment process performs the function of ensuring that
development complies with the plan for the council area, region or city. It affords
protection to the property owner, neighbours, community and environment against
dangerous, illegal and undesirable developments. However, it can also result in
property owners or developers forgoing potentially higher returns and/or incurring
higher costs by having to conform with the regulatory requirements rather than
undertaking developments they consider would maximise their returns. The process
in itself can also add considerably to costs, the longer it takes to get approval.

1.3 What has the Commission been asked to do?

The Commission has been asked to continue the program of performance
benchmarking of Australian business regulation in the third year of Stage 2 of the
benchmarking program (box 1.1). At its meeting on 7 December 2009, COAG
agreed that the Commission should benchmark the state and territory planning and
zoning systems. In addition, the 9 October 2009 meeting of the COAG Business
Regulation and Competition Working Group (BRCWG) agreed to a review of land
development assessments.

Both reviews were intended to identify and compare impacts on business
compliance costs. In addition, COAG identified the importance of impacts on
competition and the overall efficiency and effectiveness of the functioning of cities
as key elements of the benchmarking task.

Given the synergies between the states’ and territories’ planning and zoning systems
and land development assessments, it was decided that there was value in
conducting these two reviews concurrently. The Terms of Reference for these
reviews were received in a letter from the Assistant Treasurer on 12 April 2010
(appendix A).

Scope of the terms of reference

In the terms of reference, the Commission is requested to examine and report on the
operations of the states’ and territories’ planning and zoning systems, particularly as
they impact on:

« Dbusiness compliance costs
« competition

« overall efficiency and effectiveness of the functioning of cities.
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Box 1.1 The Commission’s performance benchmarking program

In February 2006, COAG agreed that all governments would aim to adopt a common
framework for benchmarking, measuring and reporting the regulatory burden on
business (COAG 2006). Since then, the Commission has produced five reports to help
implement that decision.

The ‘feasibility’ study

To help implement COAG’s 2006 agreement on benchmarking and measuring
regulatory burdens, the Commission was asked to examine the feasibility of developing
quantitative and qualitative performance indicators and reporting framework options
(attachment A). This feasibility study concluded that benchmarking was technically
feasible and could yield significant benefits (PC 2007).

The ‘quantity and quality of regulation’ & ‘cost of business registrations’ reports

In April 2007, COAG agreed to proceed to the second stage of the program of
regulation benchmarking and in December 2008, the Commission released two
companion reports examining the quantity and quality of regulation and benchmarking
the administrative compliance costs of business registrations. The ‘quantity and quality’
report (PC 2008a) provides indicators of the stock and flow of regulation and regulatory
activities and quality indicators for a range of regulatory processes, across all levels of
government. The ‘cost of business registrations’ report (PC 2008b) provides estimates
of compliance costs for business in obtaining a range of registrations required by the
Australian, state, territory and selected local governments.

The ‘food safety regulation’ & ‘occupational health and safety’ reports

In December 2008, the Commission received the terms of reference to benchmark the
regulation of food safety and occupational health and safety. The ‘food safety’ report,
released in December 2009 (PC 2009), compared the food regulatory systems across
Australia and New Zealand. The Commission found considerable differences in
regulatory approaches, interpretation and enforcement between jurisdictions,
particularly in those areas (such as standards implementation and primary production
requirements) not covered by the model food legislation.

The ‘occupational health and safety’ report, released in March 2010 (PC 2010),
compared the occupational health and safety regulatory systems of the Commonwealth
and state and territory governments. The report found a number of differences in
regulation (such as record keeping and risk management, worker consultation,
participation and representation and for workplace hazards such as psychosocial
hazards and asbestos) and in the enforcement approach adopted by regulators.

These reports served to test the usefulness of standards as well as performance
benchmarking and test a range different benchmarking indicators and approaches to
collecting benchmarking data. They also provided lessons for future studies. In
particular, they highlighted the potential challenges in obtaining data from individual
businesses and surveying local councils. It is also apparent that there are significant
differences across jurisdictions reflecting different regulatory approaches as well as the
characteristics of the jurisdictions themselves.

4
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In doing so, the Commission is to recommend best practice approaches that support
competition, including:

« measures to prevent ‘gaming’ of appeals processes

« processes in place to maintain adequate supplies of land suitable for a range of
activities

« ways to eliminate any unnecessary or unjustifiable protections for existing
businesses from new and innovative competitors.

Business compliance costs from regulation are those which businesses must
undertake in order to meet regulatory requirements and which they otherwise would
not have undertaken. The Commission interprets these costs broadly to include not
only the direct administrative costs of complying with regulatory requirements but
also the indirect costs such as land holding costs or reduced profit from downsizing
a development or broadly, any cost a business must pay or any benefit it must forgo
that it would not have otherwise. Some regulations require businesses to contribute
in-kind or financially to the development of infrastructure etc. This benchmarking
study thus also provides a means by which to compare the different ways that
governments charge developers and the amounts charged.

The competitiveness of a market may be measured by the ease with which potential
participants can enter the market and compete on an equal footing. Competition is
generally beneficial to society as it leads to more choice and lower prices for
consumers. However, unfettered competition may not result in land-use allocations
which deliver a wide range of accessible services to communities (for example, play
grounds, bicycle paths or disabled access); it may deaden town centres when nearby
competing shopping precincts are established; or it may create unwanted side-
effects (negative externalities) such as noise and pollution. To address these issues,
planning, zoning and development assessment restrict competition by limiting the
entry of businesses into markets; restricting the location of where goods and
services are produced or sold; and imposing higher costs of compliance on some
businesses or activities through restrictive zoning requirements. At issue for society
is whether these restrictions produce a net benefit; and whether the social goals can
be achieved without restricting competition as much.

The efficiency and effectiveness of the functioning of cities is a broad concept that
seeks to capture the wellbeing of residents and the liveability of cities. Efficient and
effective cities serve many objectives including sustainability and economic growth.
They also accommodate national goals such as for population and the environment,
the ease of doing business and social, visual and environmental amenity.
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Some adverse impacts on competition and business compliance costs are almost
inevitable to ensure that the public benefits such as the amenity of urban areas, are
considered in land use decisions.

Regulations and instruments in scope

For this study, ‘states and territories planning and zoning systems’ are broadly
defined to include the regulatory requirements imposed by governments as well as
the actions of regulators in administering planning regulations. Planning and zoning
systems incorporate legislation, policies, planning schemes, guidelines, decision
making processes and appeal mechanisms on the use of land and how the use is able
to be changed. Details of the specific planning instruments can be found in
chapter 3.

Key players in scope

There are a large number of stakeholders in land planning and development, from
communities and businesses to industries and governments. The regulators of the
planning system span all levels of government, from local councils to states and
territories and, to a lesser extent, the Commonwealth and even COAG. State
planning ministers and departments are responsible for most state and city planning,
and local councils are usually responsible for local land use planning and most
development assessment.

Benchmarking period

The benchmarking period used in this study is generally the financial year 2009-10,
and it is 30 June 2010 for matters that must be measured at a point in time. Major
developments since then have been noted throughout the report but are not taken
into account in the inter-jurisdictional comparisons.

Cities being benchmarked

As suggested by the terms of reference, this study focuses on cities. With 75 per
cent of the Australian population living in cities of more than 100,000 people,
Australia is one of the most urbanised countries in the world.

Cities are generally defined in Australia to be predominantly urban areas with a
permanent population of at least 25 000 people (Infrastructure Australia 2010a), of
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which there are around 120 in Australia. For the purposes of this study, the
Commission has focused on a subset of 24 cities. These include each state and
territory capital city (both the central business district and surrounding metropolitan
area) and all cities with a population over 50 000. To that list was added two cross-
border cities for inter-jurisdictional comparison (Queanbeyan and Wodonga). To
ensure at least two cities from each jurisdiction (except ACT) were covered, Mt
Gambier, Alice Springs and Geraldton-Greenough made up the final cities on the
list. Together, these selected cities include 78 per cent of Australia’s total
population. The full list of cities can be found in appendix A.

1.4 Conduct of the study

In April 2010, on receipt of the terms of reference (appendix A), the Commission
issued a circular announcing the study to interested parties and advertised the study
on its website and in The Australian Financial Review and The Australian.

In conducting its study, the Commission has been assisted by an Advisory Panel
comprised of representatives from the Australian Government, state and territory
governments and the Australian Local Government Association. The study’s
Advisory Panel met in early April 2010 to discuss the scope, coverage and
methodology.

In May 2010, the Commission released an issues paper and invited interested parties
to make a submission to the study. Informal discussions were held in all Australian
capital cities and several non-capital cities with various interested parties, including
representatives from business, industry associations, government departments and
regulatory agencies, as well as some community groups.

The Commission gathered information from a variety of published sources
including previous reviews of aspects of planning and zoning systems in some
jurisdictions, studies examining the implementation of strategic plans, work by the
Development Assessment Forum (DAF) and annual reports published by regulators.
To fill some of the gaps in information, the Commission surveyed Australian state
and territory regulators and local governments in Australia (appendix B). The
Commission also used information provided from a range of businesses and
business organisations including developers, planners and retailers on their
experiences with planning and zoning in each jurisdiction and with the planning and
zoning regulators. This information was further supplemented with a community
survey and discussions with a number of community groups. A business
questionnaire was also conducted by industry associations, based on questions
provided to the associations by the Commission.
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The Advisory Panel met again in December 2010 to discuss a working draft of the
report. Subsequently, the Draft Research Report was publicly released on 25
February 2011.

Since then, participants have provided feedback to the Commission during meetings
and discussions and by means of further written submissions. Throughout the
course of this study, the Commission has received 104 formal written submissions.
All views have been given careful consideration in the preparation of this final
report.

The terms of reference, study particulars, survey questionnaires and submissions are
also listed on the Commission’s website at www.pc.gov.au/projects/study/
regulation benchmarking/planning. Further details of the conduct of the study are
provided in appendix A.

1.5 Outline of the report

The report is structured as follows:

o chapter 2 — The efficient and effective functioning of cities
o chapter 3 — Regulatory framework

o chapter4 — Urban land supply — policies and strategies

o chapter 5 — Urban land supply — processes and outcomes
o chapter 6 — Infrastructure

« chapter 7 — Compliance costs

o chapter 8§ — Competition and retail markets

« chapter 9 — Governance of the planning system

« chapter 10 — Transparency, accountability and community involvement

o chapter 11 — Referrals to state and territory government departments and
agencies

« chapter 12 — Commonwealth environmental and land issues

o chapter 13 — Comments from jurisdictions.

The titles of some of the chapters directly indicate which aspects of the terms of
reference are being addressed therein: the functioning of cities; land supply;
compliance costs; and competition. The remaining chapters cover broader features
of planning systems which impact on aspects of these terms of reference. Chapter 6,
on infrastructure, addresses an important challenge in planning for cities having

8 PLANNING, ZONING
AND ASSESSMENTS



significant impact on: city liveability; the viability of developments; and the time it
takes to complete developments. Chapters 9 and 10 cover aspects of governance
which affect both the functioning of cities and business compliance costs.
Chapter 11 benchmarks the number of referrals, how they are triggered and their
timeframes. Chapter 12 looks at how some Commonwealth requirements impact on
business costs. Chapter 13 contains the official comments on the report made by
those state and territory governments choosing to do so.

Appendix A provides details of the conduct of the study by providing the Terms of
Reference, submission and visit lists as well as the details of those parties who
responded to the surveys. Appendix B outlines the broad sources of information for
the report and how surveys were conducted. Appendixes C and D respectively
provide additional details for chapters 2 and 3 on the functioning of cities and on
council development restrictions. Further information on land supply processes and
outcomes is provided in appendix E, to accompany chapters 4 and 5. Appendixes F
and G support chapters 6 and 7, respectively, with further detail on jurisdictional
infrastructure  contribution arrangements and information on alternative
development assessment pathways that are used by local governments. Appendix H
accompanies chapter 8 to detail competitive aspects of Australia’s retail markets
and appendix I describes the involvement of state and territory environment,
heritage, transport and fire fighting agencies in urban planning.
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2 The efficient and effective
functioning of cities

Key Points

« To ensure the effective and efficient functioning of cities, governments need to
balance environmental and liveability needs with economic and business objectives
and manage the dynamics of cities that accompany factors such as population
growth and climate change. This is challenging. State and territory governments
consider that planning can most influence greenfield development, the
accommodation of population growth, the transition to higher densities, the provision
of diverse/appropriate housing and the protection of biodiversity.

« High growth puts heavy demands on land planning systems. The areas with the
fastest growth rates in population, between 2001 and 2009, were the Gold Coast, the
Sunshine Coast, Cairns and Townsville. Of the capital cities, Brisbane and Perth
populations grew at the highest rates of about 20 per cent.

« Population density is an important way of achieving efficiencies such as lower
infrastructure costs, smaller urban footprints and a stronger base for businesses.
However, increased density can also worsen congestion, crowding and may reduce
the availability of the large blocks of land valued by many Australians. In 2009, the
highest median population densities (by Local Government Area) were in Sydney,
Melbourne, Perth and Adelaide. In contrast, the lowest densities were recorded in
Toowoomba, Geraldton-Greenough and Launceston.

« Recent estimates of international housing affordability have reported that Australian
homes are amongst the least affordable in the world. The median multiple (median
house price divided by median household income) for Australia was measured as 6.1
(severely unaffordable) compared with 3.0 (affordable) in the United States and 3.4
(moderately unaffordable) in Canada.

« Housing affordability in Australia has deteriorated markedly in recent years.
Bankwest key worker housing data found that Hobart and Adelaide are the most
affordable capital cities for key worker groups. Sydney and Melbourne are the least
affordable capital cities. And over the last five years, affordability has deteriorated
most significantly in Melbourne and Darwin.

o Between 2007-08 and 2009-10, over 106 000 dwellings or 36 per cent of all
dwellings approved in Australian capital cities were approved in Melbourne. In
comparison, over the same period Sydney approved 52 000 dwellings or 18 per cent
of all dwellings in capital cities.

« Another indicator of city functioning is the ease of doing business. In a World Bank
international comparison, Australia rates tenth overall of 183 countries, but relatively
lowly on dealing with construction permits (ranked 63) which is pertinent to land
planning systems.

« Both Infrastructure Australia and the World Economic Forum find Australia could
improve the quality of its infrastructure when compared internationally. The costs of
city congestion are forecast to rise substantially, emphasising the importance of well
planned transport infrastructure.
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The terms of reference ask the Commission to report on the operations of the states
and territories' planning and zoning systems, particularly as they ‘impact on the
overall efficiency and effectiveness of the functioning of cities’.

While efficiency and effectiveness is an issue when planning new communities and
developments such as those on the edge of cities, it is equally important when
rezoning existing developments. Zoning and planning impact on the efficiency and
effectiveness of cities by determining how land is allocated across diverse needs
and demands. Land use planning is about understanding and then integrating a
range of land preferences and potentially competing social, cultural, economic and
environmental objectives. It is about accounting for preferences as well as costs.
Planning involves trading-off these preferences and costs to reach a balance which
ideally reflects a collective social optimum but rarely is any one individual’s ideal
outcome.

While good planning and zoning can create the environment for efficient and
effective cities, outcomes are also dependent on a myriad of other influences and
policies including taxation settings, housing, environment and population policies.

In responding to the terms of reference, this chapter looks at the functioning of
cities, the challenges faced by governments in achieving urban efficiency and
effectiveness and presents some snapshot indicators of city functioning. The
indicators chosen are based on the availability of data and the extent to which they
may be influenced by planning and zoning.

2.1 The functioning of cities

Cities serve a range of economic, social and cultural functions — they are centres of
population, government, industry, trade, finance, education, tourism, storage,
innovation, global transport and communications. The needs and wants of city
residents are vast. Housing occupies the majority of land in cities and the remainder
is taken up with a wide range of uses including road and rail networks, airports,
schools and universities, hospitals, parks, factories, offices, shops and religious
buildings. How city land is allocated and used is fundamental to creating and
maintaining an efficient and effectively functioning city and is discussed further in
chapter 4.

Efficiency and effectiveness

Efficiency in urban planning broadly includes not only business interests but the
wellbeing of all city residents. An efficiently functioning city would achieve an
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optimum allocation of urban land between alternative possible uses, achieving a
balance between household and business preferences for different ways of using
land (including infrastructure) taking account of the costs and benefits involved
(including social and environmental impacts). Achieving this ideal would involve
complex tradeoffs. It would require knowledge of the value of every site in
alternative possible uses which, in turn, necessitates a consideration of the complete
range of land sites within the city, alternative land uses and availability of
supporting infrastructure and other services, both now and into the future, as well as
accurate knowledge of the real preferences of all stakeholders, some of which may
engage in strategic rather than preference-revealing behaviour. Obviously, complete
knowledge to achieve such an ideal is not available to any planner.

There is a wide range of transaction costs associated with land allocation whether
by the market or with government involvement. These include the significant
information and financial advantage of property developers over individual
stakeholders. Other factors which inhibit efficient market allocation of land include
the disadvantage of future generations in not being part of decisions that impact on
them, and insufficient and asymmetric information. These factors make the
balancing of competing demands for land allocation extremely challenging.

Another challenge is the ‘third-party’ effects that owners of a property can have on
their neighbours or wider community. Markets often do not cater for these well, as
there is no direct price incentive to discourage negative external effects, such as
pollution, or encourage positive effects, such as neighbours feeling better about
their street character. In these cases, consumer preferences may not be well served
due to the difficulty of organising like-minded consumers to ensure community
preferences are met. If residents want to preserve the character of their area — for
example, by lobbying for undesirable uses, such as factories or noisy nightclubs to
locate elsewhere — then they face not only large legal fees but significant time and
effort costs in getting their community members to contribute to solutions, rather
than just benefiting from the outcomes of the efforts of others. Furthermore, it may
be difficult to reach community consensus on what the socially optimal outcome
would be.

Complementing the notion of an efficiently functioning city, an effectively
functioning city may be considered to be a city for which the core functions, goals
or objectives of all residents (including business) are facilitated. In practice, a
planning, zoning and development assessment system may be considered to be
supporting the effective functioning of a city if it engenders a significant
improvement in the functioning beyond what would have happened anyway.
Planning, zoning and development assessment systems should aim to improve the
effectiveness of a city by, for example, reducing the costs of production, facilitating
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the supply of goods and services provided to the community, and removing barriers
to innovation and flexibility.

It is impossible to be prescriptive about what an efficient and effective city should
look like. Different governments and communities have different objectives. Cities
also differ significantly in terms of demography, historical development, climate
and geography.

However, what can be identified are cities where good planning is evident. For
example, well planned cities would have:

« sufficient quantity of a range of housing types to meet the needs of city residents
« schools in the locations where they are needed the most

« hospitals in readily-accessible locations

« efficient transportation networks

« industrial clusters with shared infrastructure

« community facilities, ample green space and clean air

« a planning system that allows for growth, for example, by anticipating how
future growth will impact on traffic flow and the need for expansion in activity
centres.

Equally, poor land planning may be evident in cities with a lack of suitable housing,
inadequate infrastructure, congestion, overcrowding, inadequate transport networks,
a limited range of consumer services, inadequate community facilities, a lack of
green space and few business and employment opportunities. The Western
Australian Local Government Association (sub. 41, p. 27) commented:

Poor planning can adversely impact on the functioning of cities by creating car
dependency, urban sprawl and a lack of necessary infrastructure for newly developed
areas. The provision of social and economic infrastructure, such as public transport,
arterial road improvements, schools, health services and shops are important for
residents’ amenity. Delays in provision of such infrastructure can delay the release of
land, increase car dependence and congestion.

Inappropriate zoning of land for business and resistance to infill development, higher
densities and innovative dwelling designs can reduce the provision of a variety of
housing types and affect housing affordability. Within the Perth context, this can place
more pressure on urban fringe locations to provide the bulk of new housing in the form
of single detached housing.

The efficient and effective use of city land through land planning is essential to
maintaining or improving the functioning of cities.
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Liveability and ease of doing business

A well functioning city caters for the needs of residents and businesses. These
social and business needs are often referred to as liveability and ease of doing
business and are aspects of a city’s functioning.

Liveability and ease of doing business are important not only from the point of view
of the quality of life of a city’s residents, but because they may also impact on the
competitiveness and future prosperity of a city. For example, liveability
considerations may be pivotal to attracting new investment and skilled labour into a
city. In assessing the links between quality of life and the economic success of
cities, McNulty et al (1985) concluded that cities that are not liveable places are not
likely to perform important economic functions in the future.

The liveability context

The liveability of a city is generally bounded by its environmental quality,
neighbourhood amenity and by the wellbeing of its individuals (Yuen and Ling Ooi
2008). The Victorian Competition and Efficiency Commission (2008, p. XXI)
stated:

Liveability reflects the wellbeing of a community and represents the many
characteristics that make a location a place where people want to live now and in the
future.

Liveability, however, cannot be defined precisely. There will be diverse drivers for
liveability within a community including resident characteristics such as income
levels, education levels, cultural interests, religious beliefs and age profile, as well
as commercial characteristics such as retail businesses serving the requirements of
the residents and the structure of industry in the area.

For some, liveability is related to the provision of physical amenities such as public
transport, libraries and community centres, footpaths, fresh air, parks and other
green spaces. For others, liveability relates to career, business and economic
opportunities, to cultural offerings or sporting facilities, or to the safety of raising a
family.

Many of the participants in this benchmarking study provided observations on what
makes a city liveable.

The Planning Institute of Australia, ACT branch (sub. 13, p.4) commented that
liveability is linked with the promotion of a healthy lifestyle.
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Healthy and sustainable communities are those that are well-designed and safe, with
local facilities (including school, corner store, childcare facilities, medical practice,
recreation facilities, community services); streets designed for active transport, walking
and cycling; with cycle facilities and public transport. These are all attributes of a built
environment that promotes increased liveability and a healthier lifestyle...

The Prospect Residents (sub. 34, p. 6) commented that children are central to
liveability concerns:

When thinking about liveability we need to think about how we raise our children.
Forcing children to be raised in high rise apartments where there is nowhere for them to
go outside and play is a significant problem for the future of our cities and our children.

Brisbane City Council (sub. 18, p. 4) stated:

A key aspect of liveability in a city is conditioned by accessibility by residents to a
range of needs. At the top of the hierarchy of needs, but often overlooked, is the need to
access a job. Council’s commissioned research indicates that in a successful city
economy, working residents are able to get to their place of work within 45 minutes.

Infrastructure Australia (2010a, p. 93) in a report on the State of Australian Cities,
listed a number of physical features and social factors (including political stability,
social cohesion, safety, social inclusiveness, aesthetics, diversity, and heritage) that
contribute to liveability and concluded:

While opinions vary about the precise characteristics of liveability, liveable cities are
widely perceived to be healthy, attractive and enjoyable places for people of all ages,
physical abilities and backgrounds.

In an urban efficiency and effectiveness context, liveability (and the wants and
preferences of individuals and communities) needs to be considered in addition to
the wider economic and development objectives of businesses and governments.

Ease of doing business

Ease of doing business is an indicator of whether the business environment is
conducive to the ongoing viability of business as well as encouraging new business,
job creation, innovation and economic growth. Factors directly related to planning
and development include any constraints on the use of property imposed by the
planning system; transport and communications networks; and the time and costs
involved in processing development proposals.

For example, the City of Marion (sub. 3, p. 5) stated that Southern Adelaide has
identified some ‘urgent initiatives for the region’ related to ease of doing business.
These include:

« Workforce development
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Employment land supply
Transport linkages
Broadband

Regional marketing/investment attraction

These initiatives driven by the Southern Adelaide Economic Development Board seek
to create an environment within the south that focuses on making it a highly desirable
place in which to live, work and run a successful business. One that is serviced by fast,
efficient transport links allowing easy access to other parts of metropolitan Adelaide.
Planning, zoning and DA systems need to support these economic development goals
which endeavour to ensure accessibility to employment opportunities.

Some participants noted overlaps in factors which contribute to liveability and ease
of doing business. For example, the Planning Institute of Australia (New South
Wales division) (sub. 1, p. 11) commented:

The key characteristics of a city that enhance liveability and ease of business are:

Quality of the public domain;
Good infrastructure (open space; utilities; community services);

A stable political/decision making framework that is transparent, consistent,
collaborative and firmly based on strategic planning to inform decisions and
anticipate future directions in land use demand;

Adequate funding mechanisms for infrastructure and maintenance;
Good access to public transport;

An approvals process that is appropriate to the level of complexity for the proposal
for which consent is being sought;

A regulatory framework that minimises red tape and bureaucracy.

The Adelaide City Council (sub. 23, p. 18) also listed a number of characteristics
that make a city liveable and easy for businesses to operate. Some of these are:

A well resourced public and private transport system to reduce car dependency,
maintain efficient traffic flows and improve long term household sustainability

Accessibility and ease of parking

Adequate industrial land supply (The State Government has an Industrial Land
Strategy)

Increased housing diversity (including affordable housing for low to moderate
income key city workers)

Existing networks (suppliers/customers etc)
Business assistance and services programs

A good quality public realm, that is clean, safe, well maintained and signed
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o Well integrated design of the public and private realm

While the ease of doing business will be affected by a range of factors, one focus of
this review is on the aspects of a city which both impact on the ease of doing
business and can be affected by planning, zoning and development assessments.

2.2 Challenges to urban efficiency and effectiveness

Participants to the study drew attention to a range of challenges associated with
maintaining and increasing the efficiency and effectiveness of cities. For example,
the Council of Capital City Lord Mayors (sub. 31, pp. 22-23) listed the following as
challenges faced by governments and communities in pursuit of liveability goals in
Perth, which could equally apply in other cities:

« Provision of affordable housing for people of all ages, incomes and needs. Part of
the affordability challenge relates to the lack of diversity in the Perth housing
market, which is dominated by single detached housing.

o Management of significant population and economic growth as experienced in
Western Australia during the last decade and the resultant pressure on existing
utility and social infrastructure, transport systems and land supply.

o Addressing changes in the natural environment and the impacts of climate change
on infrastructure and community. The mitigation of greenhouse gas emissions, the
reservation of significant areas of landscape value and the protection of surface and
groundwater supplies are just some of the issues that need to be addressed.

« Tackling increasing urban congestion and the need to better integrate planning and
transport.

o The coordinated planning, management and delivery of projects between all levels
of Government.

Balance in catering for different needs

To achieve the efficient and effective functioning of cities, governments need to
balance a broad range of environmental and liveability needs with economic and
business objectives. Some considerations are listed below.

o Housing considerations include total supply, density, diversity, affordability and
the close proximity of housing to services and amenities (such as shops, schools,
offices, parks, libraries and restaurants).

o Infrastructure includes the urban transport system (roads, rail, ferry and bus
networks as well as bicycle paths, footpaths and walking tracks),
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telecommunications, energy and water, human services (including educational
and health services, aged care and community centres) and waste disposal.

o Environment includes green space, parks and waterways and the sustainable use
of resources.

o FEase of doing business includes transport and communications networks, any
constraints on the use of property imposed by the planning system (including
how these constraints may affect the marketability of properties) and the time
and costs involved in processing development proposals.

o Economic strength includes efficient markets and regulation, diversity,
innovation, employment and career and business opportunities.

o Governance relates to how elected officials represent and lead within the
community and make land planning decisions which account for both costs and
community preferences; and the ways in which these decisions are implemented.

o Social and community connectivity includes places of interaction, opportunity
and creativity as well as strong leadership within the community, the
participation of citizens in planning and delivery of services and equity in
decision making across all ages and interest groups.

o Sustainability relates to addressing the economy, environment and society to
ensure the long term viability of cities and communities. The primary goal of
sustainability is to maintain a reasonable level of economic wellbeing for many
generations.

A range of different policies impact on these objectives and more broadly on the
efficiency and effectiveness of cities. Figure 2.1 illustrates the link between the
objectives of a city, the land planning system and other policy drivers. It provides
an illustrative (rather than definitive) list of objectives and policies.

The ring of objectives in figure 2.1 represents some typical liveability, economic
and development goals of a city. At the centre, the land planning system seeks to
establish the conditions needed to maintain and increase the efficiency and
effectiveness of the urban environment.

While markets will go a long way towards delivering an allocation of land to ensure
community access to a balanced range of goods and services, including a range of
housing and shopping choices, almost all cities in developed economies provide for
a significant role by governments in controlling how land is allocated, used and
developed. In making their planning decisions, governments attempt to balance a
diverse (and changing) range of community needs and preferences on factors such
as transport, shopping facilities, housing options, education, recreation, waste
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disposal, heritage and the natural environment. In Australia, town planning has been
part of the political landscape since before Federation. At its best, planning is

. respectful of the built and natural environments, encompassing people and the
interactions they have with these surroundings. Good planning respects current and
evolving Australian ways of life, meeting the needs of diverse communities by
acknowledging their histories and the challenges facing them as they grow and change.
It facilitates appropriate and good development, ensuring that economic, social and
cultural prosperity is in balance with environmental and species protection. (Thompson
2007, p. 1)

Figure 2.1 Some objectives and policy drivers of urban efficiency
Amenity & lifestyle objectives / liveability
Environment
(wgter, ar  “puplic safety
Natural disaster quality, green ~ Sport &
Environment risk management  Space & noise) recreation Public health,
policies (fires, floods) N\ welfare &
Culture & safety
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management Traditional
Transport & ownership
communication _
policies Urban ~Social Education
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<+~ > affordability
Industry & /<—'>
competition Energy Population Housing
policies and water density policies
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to services)
Busi o
Macro- opplcjj'lt:re;iises \ /Immlgratlon Population
economic Tourism  Builtinfrastructure  Employment policies
policies ~ (hospitals, schools, - opportunities

community centres)

Economic growth & development objectives / ease of doing business

Figure 2.1 also illustrates that there is a raft of other policies (including housing,
environment and population policies) which can also impact on the efficiency and
effectiveness of cities. With this in mind, the Commission asked each state and
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territory government to what extent can the planning, zoning and DA system be
used to positively influence the functioning of cities. Overall, most state and
territory governments considered that the land planning system could have a major
impact on managing greenfield development, accommodating population growth,
managing the transition to higher population densities, providing
diverse/appropriate housing and protecting biodiversity (table 2.1).

However, there are not many aspects of city functioning for which any government
thinks planning has no impact. For example, most jurisdictions consider planning
has a moderate (or in one case major) impact on reducing traffic congestion and on
the provision of new infrastructure; and all consider that planning has an impact on
housing affordability though views differ over the extent of the influence
(table 2.1).

Essentially, figure 2.1 looks at the demands or the needs of a city as well as the
policy drivers. On the other side of any analysis of efficiency and effectiveness are
the costs and trade offs that must be taken into account. For example, there may be
competition between land needs, conflicts between collective needs and individual
needs and conflicts between the three levels of governments.

The Planning Institute of Australia, New South Wales Branch (sub. 1, p. 10)
commented:

There will always be some tension between different levels of planning policy and
implementation; planning is a complex political process. Similarly there is often
tension between different government departments (ie transport and planning) and
between government and the development industry — the important thing is that there
is an agreed, consistent, transparent process and a negotiating process.

The need for coordination is particularly important as the implications of land use
decisions are potentially long-lasting, with current decisions impacting on the nature
of a city and surrounding region for many years into the future. Some decisions
(such as the use of agricultural land for development) may be, for all practical
purposes, irreversible. Governance and the coordination of the land planning system
are examined in chapters 9—12.

Managing growth and change

In order to achieve the efficient and effective functioning of cities governments are
required to manage the dynamics of cities that accompany factors such as
population growth and climate change.
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Table 2.1  The effect of the planning system on city functioning
No effect [__] minor effect moderate effect Bl major effect Il

Challenge NSW Vic Qid WA SA Tas ACT NT

City housing and population growth
Accommaodating population growth
Providing affordable housing
Transition to higher pop. densities
Providing diverse/appropriate housing

Managing ‘greenfield’ development

City structure and services

Maintaining a vibrant city centre
Securing adequate urban water
Improving mobility within the city

Attracting skilled labour

Reducing traffic congestion
Providing new infrastructure

Maintaining existing infrastructure

Attracting new industries
City environment
Protecting biodiversity
Improving air quality
Adapting to climate change

Efficient waste management

City lifestyle and community
Maintaining social cohesion
Promoting healthy lifestyles

Reduce socio-economic disparities

Addressing crime and violence
Connectedness with regional centres

Improving services for an ageing pop.

a Jurisdictions were asked: “To what extent can government use the planning, zoning and DA system to
positively influence the following challenges?” b The question was not answered.

Source: PC State and Territory Planning Agency Survey 2010 (unpublished).
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Population growth

Planning for population growth is a challenge for governments (box 2.1).

Box 2.1 Population planning

The increase in Australia’s resident population from year to year, as shown in the figure
below, is made up of two components:

« net overseas migration (the number of people arriving in Australia who intend to
stay for 12 months or more, less the number of people departing from Australia)

« natural increase (the number of births less the number of deaths).
Population growth: June 2000—-June 2009

Population O Net migration
(millions) @ Natural increase
W Population June 2000
22.0 ~
21.0 ~
20.0
19.0

Jun-00  Jun-01  Jun-02  Jun-03 Jun-04 Jun-05 Jun-06 Jun-07 Jun-08 Jun-09

The number of people within Australia at any time affects the demand for different land
uses (chapter 4). Recognising this, population projections have been an important
consideration in the strategic land use plans drawn up for Australia’s capital cities.

The Commonwealth has the primary influence over Australian population policy
stemming from its responsibility for matters of immigration and emigration and from
policies that affect the birth rate of Australians — for example, Family Tax Benefit,
Baby Bonus/Maternity Payment and workplace legislation (such as paid parental
leave). State, territory and local governments make their land use plans by factoring in
estimates of population growth based on Commonwealth policy settings. However,
where those policy settings change with little notice, the states and territories are
confronted with scenarios that are possibly significantly different to those anticipated in
their plans. Aligning planning to population forecasts is further complicated by
intrastate and interstate population movements. For example, between 2001 and 2006,
40-60 per cent of people (depending on jurisdiction) changed address (ABS 2010c).

Source: ABS (Australian Demographic Statistics, Jun 2009, Cat. No. 3101.0); ABS (Australian Historical
Population Statistics, 2008 , Cat. No. 3105.0.65.001); Productivity Commission estimates.

Australia's population is projected by the ABS to grow from over 22 million today
to between 30.9 million and 42.5 million in 2056 (ABS 2008). Similarly, the

EFFICIENT AND 23
EFFECTIVE CITIES



Commonwealth Government’s Intergenerational Report forecasts a population of
35.9 million by 2050 (Treasury 2010).

The ABS estimates that over 70 per cent of this growth will be in Australia’s capital
cities. However, disparate trends will be observed across cities. In Perth and
Brisbane, population is projected (under the ABS medium growth scenario) to more
than double between 2006 and 2056. In Melbourne and Sydney, while growth is
expected to be slower, by 2056 population is projected to grow to nearly seven
million people in each of these cities (under the ABS medium growth scenario). In
Adelaide and Hobart population growth is likely to be less significant (figure 2.2).

Figure 2.2 ABS population projections for capital cities
2006 (actual), medium growth scenario for 2026 and 2056

6 - W2006 02026 @2056

Persons (millions)
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Data source: ABS (2008).

Within Australia, there are some rapidly growing cities. Brisbane and South East
Queensland i1s one of the fastest growing regions in Australia. Brisbane City
Council (sub. 18, p. 1) commented:

The greatest challenge for Council has been managing the unprecedented growth of the
city and the South East Queensland (SEQ) Region more generally. In the decade to
2006, the Brisbane Statistical Division population increased by 21%, from 1.47 million
to 1.78 million. Employment increased by 31%, over the same period from 656,000 to
859,000 jobs. In percentage terms, this has been the fastest growth recorded among
Australia’s capital cities.

Table 2.2 reports the change in population between 2001 and 2009 for the 24 cities
selected for this review (chapter 1). Tables in appendix C list the population data by
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Local Government Area (LGA) in each city. City boundaries are consistent with
city areas defined in state and territory strategic plans.

Population growth between 2001 and 2009 was highest in the Gold Coast and
Sunshine Coast (exceeding 30 per cent). In contrast, in Alice Springs, Launceston,
Wollongong, Hobart, Adelaide, Sydney and Newcastle, population grew less than
10 per cent over the same period. By LGA, the highest growth areas were Perth City
and Melton Shire. Further, in Sydney, Adelaide and Perth the highest growing
LGAs were in the city centre.

Table 2.2  Population growth for selected cities, 2001 and 20092

Highest growth Lowest growth
City Population Population Change City Population Population Change
2001 2009 % 2001 2009 %

Gold Coast 387102 515157 33 Geelong 194 478 216 330 11
Sunshine Coast 247 167 323423 31 Albury 45 621 50 522 11
Cairns 128095 164356 28 Canberra 318939 351868 10
Townsville 144 789 181743 26 Wodonga 32 456 35733 10
Brisbane 1740337 2098922 21 Newcastle 492 549 540796 10
Queanbeyan 33765 40661 20 Sydney 4128 272 4 504 469 9
Perth 1438731 1727516 20 Adelaide 1217721 1319474 8
Tweed 74 577 88993 19 Hobart 203714 219089 8
Darwin 106 403 124101 17  Mount Gambier 23 503 25216 7
Geraldton-

Greenough 32764 37895 16 Wollongong 271598 288 984 6
Toowoomba 137 593 159098 16 Launceston 101 042 107 203 6
Melbourne 3472207 3996160 15 Alice Springs 26 520 27 877 5

a The LGAs included in each city are consistent with the areas defined by the capital city’s strategic plan.
However, because of differences in the way the city boundaries have been defined the aggregate city data in
this table data do not generally equal the ABS city totals based on Statistical Local Areas.

Source: ABS (2010c).

Population growth presents challenges as well as opportunities for the Australian
economy. The Western Australian Local Government Association (sub. 41, p. 9)
commented:

All spheres of government have a role in ensuring that this profound population
expansion and structure change is achieved without compromising the environmental,
social and economic aspirations of the community. Where will these people live and
how will existing cities cope with expansion? Where and how will the public
infrastructure be provided? Will the footprints of our cities expand accordingly?

Some challenges associated with population growth, raised by participants, include
housing choice and affordability, the cost of infrastructure, congestion,
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encroachment and environmental sustainability. For example, the Organisation
Sunshine Coast Association of Residents (sub. 21, pp. 7-8) stated:

Population growth brings direct economic benefit to the development and housing
construction industries. However these benefits are outweighed by the enormous public
costs of infrastructure that must be provided for this growth. Small changes in
population growth require large changes in infrastructure needs...

Similarly, the Business Council of Australia (sub. 38, p. 2) commented:

Gaining support for economic and population growth from citizens concerned about
clogged roads, strained services, pollution and social cohesion means governments
across the country have to do a better job of explaining the importance of growth and
planning for it. Governments need to better integrate planning of urban centres and
infrastructure, including roads, public transport, water and electricity supply, as well as
schools and hospitals.

Population growth may also be associated with urban encroachment. Fremantle
Ports (sub. 14, p. 3) stated that urban encroachment is a ‘lose — lose situation’:

With increasing urbanisation, transport corridors and intermodal activities such as ports
face growing pressure from sensitive uses such as dwellings locating in close
proximity. This is a national and international trend which has competitive and
operational impacts on transport corridors and ports...

Similarly, the Australian Logistics Council (sub. 46, p. 4) said:

The transport and logistics industry requires access to freight corridors. Moreover,
either too much residential intrusion near logistics infrastructure or congestion around
the infrastructure causes inefficiency.

Environmental concerns

Population growth in cities also has implications for environmental sustainability.
Environmental sustainability is a prominent issue in land planning. It is about
maintaining the qualities that are valued in the physical environment over the long
term such as clean air and water, green space and bio-diversity.

In March 2010, the Australian Conservation Foundation (2010) nominated
population to be included as a ‘key threatening process’ to biodiversity under the
Environment Protection and Biodiversity Conservation Act stating that:

The bigger our population gets, the harder it is for us to reduce greenhouse pollution,
protect natural habitats near urban and coastal areas and ensure a good quality of life
for all Australians.

More people means more roads, more urban sprawl, more dams, more transmission
lines, more energy and water use, more pollutants in our air and natural environment
and more pressure on Australia’s animals, plants, rivers, reefs and bushland.
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We need to improve urban and coastal planning and management of environmental
issues, but we can’t rely on better planning alone to protect our environment. Rapid
population growth makes sustainable planning nearly impossible, so stabilising
Australia’s population by mid-century should be a national policy goal. (ACF 2010)

A further aspect to environmental sustainability is the need for cities to adapt to
climate change. The 2010 Intergenerational Report stated:

Climate change is the largest threat to Australia’s environment and represents one of
the most significant challenges to our economic sustainability. Failure to address this
threat would have severe consequences for weather patterns, water availability in cities,
towns and rural communities, agricultural production, tourism, infrastructure, health
and Australia’s unique biodiversity. The social and economic consequences of failing
to act would be severe. (Treasury 2010, p. 71)

Community attitudes to population growth and development

In order to gauge community opinions related to population growth and whether
there are any differences in opinions between cities, the Commission, in its
community survey asked, ‘How would you feel about having more people living in
your suburb or community and the increase in housing required for this?’

Overall, of all those surveyed across the 24 selected cities (table 2.3):

few respondents, 12 per cent, indicated that they would like an increase in
population

the majority, 51 per cent of all respondents, indicated that they would not like
the population in their community to increase

respondents in capital cities were less in favour of increases in population (52
per cent of respondents in capital cities indicated that they would dislike a
population increase, compared with 45 per cent of respondents in other cities)

surprisingly, a large number of respondents (29 per cent) said they did not care
about population change in their community

respondents in cities other than state capitals (35 per cent) were more likely not
to care about an increasing population

respondents in Sydney, the Sunshine Coast and Geelong were the most likely to
indicate that they would not like population to increase (64 per cent, 59 per cent
and 57 per cent respectively)

while, in some of the less populated cities, (Mount Gambier, Alice Springs and
Launceston) respondents were more likely to favour an increase in population.
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Table 2.3 Community attitudes to increased population
2011, selected cities? (percentage of respondents)

Would not like it Would like it Don't care Other/don’t know

Capital cities

Sydney 64 9 20 7
Brisbane 53 10 32 5
Melbourne 52 11 29 8
Canberra 46 11 35 8
Adelaide 46 13 33 9
Darwin 45 10 34 11
Perth 43 14 34 8
Hobart 38 17 37 8
All capitals 52 1 28 8
Other cities

Sunshine Coast 59 9 23 9
Geelong 57 10 25 8
Wollongong 54 10 30 6
Gold Coast 52 13 29 6
Cairns 50 13 29 8
Newcastle 50 11 31 7
Tweed 49 9 40 3
Albury 45 15 33 7
Queanbeyan 44 14 33 10
Toowoomba 43 14 39 4
Alice Springs 41 22 30 6
Wodonga 36 9 46 9
Geraldton/Greenough 36 14 40 10
Townsville 35 11 47 8
Launceston 34 20 41 6
Mount Gambier 14 28 53 5
All other cities 45 13 35 7
All cities 51 12 29 8

@ The LGAs included in each city are consistent with the areas defined by the capital city’s strategic plan.

Source: PC Community Survey 2011 (unpublished, g. 7).

Respondents were also asked to nominate a reason for being either in favour of or
against an increase in population in their community. Of those respondents who
indicated that they would not like more people living in their suburb, 84 per cent
said it was because of ‘increased congestion’, 58 per cent said ‘increased noise’ and
44 per cent said ‘loss of street appeal’. In capital cities, response rates for each
reason were usually significantly higher than those in other cities. Most notably, in
Sydney 89 per cent of respondents stated that ‘congestion’ and 46 per cent said
‘more crowded public transport’ were reasons for not being in favour of increased
population. In comparison, in cities other than state capitals, 79 per cent and 12
per cent of respondents said that ‘congestion’ and ‘more crowded public transport’
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(respectively), were reasons for not being in favour of a population increase
(table 2.4)

Table 2.4 Reasons for not wanting a population increase
2011, selected cities? (percentage of respondents)P

More Shadows Don't want
Increased crowded Loss of Loss cast by existing mix Decreased
traffic public  street of tall  of people to Increased property
congestion transport appeal amenity buildings  change noise values
Capital cities
Sydney 89 46 43 26 34 17 60 29
Melbourne 86 37 48 28 35 15 56 27
Brisbane 80 24 36 20 17 17 55 23
Perth 78 25 47 22 22 19 62 33
Adelaide 81 26 45 26 24 16 58 27
Canberra 80 11 54 22 39 7 63 35
Hobart 78 15 38 17 15 13 56 19
Darwin 82 16 44 18 19 18 69 34
All capitals 85 35 45 25 29 17 59 28
Other cities
Newcastle 77 9 38 21 17 17 58 23
Gold Coast 80 22 31 15 22 19 61 22
Sunshine Coast 85 22 28 18 12 17 45 20
Wollongong 82 19 40 17 27 11 55 18
Geelong 84 14 34 34 16 14 59 22
Townsville 83 6 49 6 23 14 54 31
Cairns 73 8 51 18 14 22 55 29
Toowoomba 80 9 32 16 30 16 52 27
Launceston 74 8 32 16 9 18 52 26
Tweed 80 6 22 27 18 10 47 14
Albury 78 11 51 24 27 16 58 24
Queanbeyan 84 14 32 25 18 20 45 27
Geraldton/
Greenough 69 6 33 6 14 22 72 19
Wodonga 83 14 39 25 19 19 67 14
Alice Springs 65 4 46 19 31 15 50 42
Mount Gambier 79 36 57 14 29 21 71 29
All other cities 79 12 37 20 19 17 56 23
All cities 84 33 44 24 28 17 58 28

@ The LGAs included in each city are consistent with the areas defined by the capital city’s strategic plan. b
Respondents were able to choose multiple reasons and as a result the data does not sum to 100.

Source: PC Community Survey 2011 (unpublished, g. 9).

Of those respondents who said they would like more people living in their suburb
58 per cent said it was because it would bring increased services, 45 per cent said
they would enjoy a more vibrant suburb and 43 per cent said it would increase
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property values. In the capital cities respondents rated increased vibrancy and public
transport at higher rates than respondents in other cities. While, in these non-capital
cities, respondents rated attracting more services and retailers as reasons for being
in favour of increased population, at higher rates than respondents in capital cities.
(table 2.5).

Table 2.5 Reasons for being in favour of a population increase
2011, selected cities? (percentage of respondents)P

A more Attract more Bringin  Bring more It's too quiet Increased

vibrant retailers more public here now  property
suburb services  transport values

Capital cities

Sydney 46 40 56 43 9 43
Melbourne 52 40 56 39 5 47
Brisbane 34 48 68 50 7 45
Perth 52 40 56 37 6 43
Adelaide 43 40 54 40 2 41
Canberra 55 27 45 64 9 18
Hobart 41 47 67 44 3 45
Darwin 40 30 50 20 0 35
All capitals 47 41 57 40 6 43
Other cities

Newcastle 23 39 61 23 5 42
Gold Coast 43 21 64 21 0 36
Sunshine Coast 33 33 33 33 11 22
Wollongong 43 61 57 35 9 30
Geelong 20 30 60 20 0 50
Townsville 18 45 45 27 9 27
Cairns 23 46 69 31 0 15
Toowoomba 29 36 57 21 7 43
Launceston 41 57 69 35 8 57
Tweed 11 78 67 33 0 78
Albury 40 53 53 40 0 53
Queanbeyan 29 43 57 14 7 71
Geraldton/Greenough 36 50 50 36 21 43
Wodonga 44 33 67 0 0 22
Alice Springs 21 43 71 14 0 29
Mount Gambier 43 68 89 29 11 29
All other cities 32 48 63 27 6 42
All cities 45 42 58 38 6 43

2 The LGAs included in each city are consistent with the areas defined by the capital city’s strategic plan.
Respondents were able to choose multiple reasons and as a result the data does not sum to 100.

Source: PC Community Survey 2011 (unpublished, g. 8).
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Somewhat related, the Commission asked respondents for their attitudes regarding
new development in their area. About a half of all respondents stated that they did
not like multiple dwellings replacing single dwellings in their area, with
respondents in Geelong, Cairns and Sydney more likely to indicate a dislike. The
majority of respondents in all cities either did not care or liked changes in the use of
residential land, residential development in a new area, changes in shopping
arrangements and alterations to an existing house or apartment block (table 2.6).

Table 2.6  Community attitudes to development in selected cities
2011, percentage of respondents who did not like development in their area?

Multiple Changes inthe Residential ~ Changes in Alterations to
dwellings  use of industrial development in  shopping an existing

replacing single land a new area arrangements house or
dwellings apartment
block
Geelong 62 27 38 21 23
Cairns 59 31 30 15 8
Sydney 56 36 34 25 17
Melbourne 53 35 29 24 19
Sunshine Coast 53 36 31 33 21
Newcastle 51 28 25 24 11
Brisbane 49 28 33 16 14
Gold Coast 48 24 39 17 9
Albury 47 19 18 10 10
Tweed 45 25 42 18 13
Canberra 45 17 33 19 15
Hobart 45 19 20 14 9
Adelaide 44 35 31 19 15
Mount Gambier 44 18 6 11 4
Darwin 40 20 18 22 8
Townsville 40 0 12 10 5
Perth 39 24 20 14 14
Queanbeyan 39 37 12 22 10
Wollongong 38 27 35 8 10
Toowoomba 35 45 12 18 0
Wodonga 33 36 12 14 4
Geraldton 32 18 19 30 6
Launceston 28 17 16 15 13
Alice Springs 27 0 20 11 18
All cities 49 31 28 20 16

a Remaining respondents either indicated they liked the development or did not care.

Source: PC Community Survey 2011 (unpublished, q. 22).
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2.3 Broad indicators of the functioning of cities

Governments and researchers look toward outcome indicators to provide measures
of how well cities are meeting the challenges faced in maintaining and improving
their functioning. Many studies have attempted to compare the functioning and
liveability aspects of cities by using broad aggregate indicators of various aspects of
performance. Aggregate indicators suffer from data measurement, consistency
issues and a range of other problems (box 2.2).

Selective or partial indicators that are related to government objectives are often
more useful than broader aggregate liveability, wellbeing and performance indices
for the purposes of identifying particular aspects in the functioning of cities which
can be specifically addressed by government policies.

For example, as part of the Review of Capital City Planning Systems, KPMG used
some ‘external indicators’ to quantitatively assess the ability of each capital city to
deliver on strategic planning objectives (table 2.7). However, data limitations
restricted the analysis to four indicators (key worker housing affordability,
congestion, budget alignment and population management). KPMG noted that there
is a lack of publicly available data for greenhouse gas emissions, water availability,
biodiversity, housing supply and liveability (KPMG 2010, p. 2).

Table 2.7 presents a summary of KPMG indicators. Adelaide was ranked the
highest overall, achieving high levels of performance in population management
and key worker housing affordability. Sydney had the lowest overall relative
performance with particularly poor performance indicators for key worker housing
affordability and congestion.
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Box 2.2 Limitations of outcome indicators

Outcome indicators are tools for measuring progress toward objectives and can include
single measures as well as composite indexes. In a planning context, outcome
indicators measure the liveability and functionality of the urban area. Measuring
outcomes can show not only where policy is being successful but also where
objectives are not being met. However, outcomes do not reliably indicate (on their own)
how well planning and zoning systems are working, as many other factors that impact
on outcomes lie beyond the planning system.

There are a host of problems that must be considered when using liveability/wellbeing
and performance indicators generally and as outcome indicators of planning and
zoning. Selecting appropriate indicators for comparing cities against each other is
challenging. Different communities and people consider different factors important and
much will vary according to an individual’s age and circumstance.

In addition, measurement issues may be associated with the indicators. While it is
difficult to accurately measure intangible wellbeing factors, even for material measures
such as income and cost of living there may still be problems in accurately comparing
data across cities. Of greater significance to this study, it is problematic to use global
and Australian liveability/wellbeing indices as outcome indicators for planning and
zoning. In particular, many of the indicators included in indexes — such as climate —
cannot be influenced by planning and zoning systems and are therefore not useful as
policy indicators. That said, some individual indicators such as housing affordability
and congestion which are included in , for example, the ACF’s Sustainable Cities Index
may be useful from a planning perspective. However, they compare particular aspects
rather than measure the overall efficiency and effectiveness of land planning systems.

Moreover, global and Australian city performance measures are generally not intended
to be used as outcome measures of planning and zoning. The ACF states that the
Sustainable Cities Index is produced ‘with the aim of encouraging healthy competition,
stimulating discussion and suggesting new ways of thinking about our cities’ (ACF
2010b). Composite, global measures of city performance are also typically used for
tourism or attracting migrants and investment to a city, or for use by transnational
companies in locating their expatriate staff.

Aside from data issues, when considering appropriate indicators to assess outcomes, it
is important to recognize the multiplicity of influences on any individual indicator. For
example, housing affordability is influenced by a broad range of influences including
planning and zoning systems, interest rates, average incomes, demography and
community preferences.

Overall, the relationship between outcome indicators and planning and zoning is not
straightforward. Even if the impacts of current planning and zoning decisions could be
isolated from other influences, it may reflect planning practices of previous decades
and provide limited insight into the efficiency and effectiveness of the contemporary
planning system. However, as with other benchmark indicators, differences between
cities leads planners and others to ask “Why is it so?” and finding the answer can lead
to important insights.
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Table 2.7 KPMG performance indicators, 20102.p

Score out of ten and overall ranking

Budget Population ~ Key worker housing Congestion Total score  Overall
alignment management affordability (%) ranking
Adelaide 6 9 8 6 73 1
Canberra 7 8 5 7 68 2
Hobart 3 3 9 8 58 3
Brisbane 8 4 6 4 55 4
Darwin 2 nad 5 9 53 5
Melbourne 7 6 3 3 48 6
Perth 4 5 4 5 45 7
Sydney 5 7 2 2 40 8
Average 5 6 5 6 55

a KPMG note that there is no population growth planning target for Darwin. b The KPMG report did not include
any qualitative assessment of performances. As a result, a city setting a low goal and achieving it received a
high mark while one that set an ambitious goal and fell short received a low mark.

Source: KPMG (2010).

Aggregate indicators of liveability and sustainability

A number of global city indices have been published to assess and rank the
liveability of cities throughout the world. Two widely known international measures
are the Economist Intelligence Unit's quality-of-life index and Mercer's Quality of
Living Reports.

Most global measures are a weighted index of locational characteristics which are
thought to contribute towards the liveability of a city. They compare the
characteristics of cities through a combination of economic data and life-satisfaction
surveys. The Economist Intelligence Unit’s quality-of-life index, for example, is
based on nine quality of life factors (health, family life, community life, income per
person, political stability, climate and geography, job security, political freedom and
gender equality). Mercer’s 2010 Quality of Living Report included 39 indicators in a
broad range of areas including political and social, health, public services, consumer
goods, economy, education, recreation, housing, culture and environment.

Infrastructure Australia (2010a, p. 12), comparing a number of global city
indicators, found:

Australian cities rank highly on an international comparison, particularly on indices
that measure quality of life and global connectivity, and measures related to the social
condition of people. There is evidence to suggest that Australian cities suffer with
respect to infrastructure. Of concern is the evidence that suggests a decline in
international relative performance and perception in the past five years.

In Australia, a number of indices are also compiled to compare liveability and
sustainability including the Australian Unity Wellbeing Index, the ACF’s
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Sustainable Cities Index, The Property Council of Australia’s liveability index and
Community Indicators Victoria.

Australian Unity, in partnership with the Australian Centre on Quality of Life at
Deakin University, regularly publishes personal and national wellbeing indices
which measure how satisfied Australians are with their own lives and life in general
in Australia. For example, between 2005 and 2009, the Australian Unity personal
wellbeing index reported an increase in standard of living, community
connectiveness and safety (Australian Unity 2010). The data, however, are not
available on a LGA or city basis.

The Australian Conservation Foundation compiles the Sustainable Cities Index
which also provides snapshot indicators of city performance. The index combines
quality of life indicators with indicators of environmental performance and
resilience to produce a comparative performance snapshot of Australia’s largest 20
cities. The index is based on the following 15 indicators:

« environmental performance — air quality, ecological footprint, green building,
water and biodiversity

o quality of life — health, density, subjective wellbeing, transport and
employment
« resilience — climate change, public participation, education, household

repayments and food production.

Table 2.8 summarises the 2010 index.

Table 2.8  ACF Sustainable Cities Index, 2010

Top five performing cities

Overall Environment Quality of life Resilience

Darwin Brisbane Townsville Canberra-Queanbeyan
Sunshine Coast Sunshine Coast Darwin Ballarat

Brisbane Wollongong Gold Coast-Tweed Darwin

Townsville Cairns Sunshine Coast Townsville
Canberra-Queanbeyan Bendigo Canberra-Queanbeyan Adelaide and Brisbane

Bottom five performing cities

Overall Environment Quality of life Resilience

Perth Perth Ballarat Wollongong
Geelong Adelaide Bendigo Newcastle
Newcastle Geelong Adelaide Geelong
Wollongong Townsville Wollongong Gold Coast-Tweed
Albury-Wodonga Canberra-Queanbeyan Albury-Wodonga Sydney

Source: ACF (2010b).
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The Australian Conservation Foundation (2010b, p. 3) stated:

No city has done well across all 15 indicators, with each having its own unique
strengths and weaknesses often reflective of their individual character, context and
history. In 2010 Darwin has emerged as Australia’s most sustainable city, followed
closely by Sunshine Coast and Brisbane. In contrast, under this comparative analysis,
Newecastle, Geelong and finally Perth are Australia’s least sustainable cities...

A liveability index for each of Australia’s capital cities was presented in the
Property Council of Australia’s My City: The People’s Verdict, released in January
2011. The indexes are based on 17 liveability measures which were compiled using
data from a survey of over 4000 Australian residents, conducted by Auspoll.
Adelaide and Canberra were rated the most liveable cities while Sydney and Darwin
were considered significantly less liveable (table 2.9).

Table 2.9 Liveability index, 2011

Percentage of respondents who agree with each attribute in their city

Adel Can Mel Per Hob Bris Dar Syd Average

Wide range of recreational environments 80 81 83 82 76 80 77 76 79
Attractive natural environment 7% 8 71 79 85 70 78 63 76
Wide range of cultural/entertainment

activities 75 74 88 63 58 78 76 80 74
Good schools and educational facilities 70 78 72 72 65 69 57 068 69
Good climate 73 46 53 83 58 83 70 74 68
Good housing diversity 68 64 67 64 62 64 57 52 62
Good employment/economic opportunites 50 73 67 65 28 58 78 60 60
Clean, unpolluted and well maintainedcity 63 72 50 62 64 52 60 34 57
A diverse range of people who get along

well 53 63 55 48 56 54 68 46 55
The city design is attractive 57 58 64 50 50 49 39 47 52
Good healthcare 556 57 58 51 41 52 36 48 50
Safe for people and property 52 62 44 38 63 51 32 33 47
Affordable/good living standard 73 37 50 39 62 44 15 20 42
Good road infrastructure/minimal

congestion 4 64 22 30 44 21 72 13 39
Good public transport 42 24 37 42 29 45 36 32 36
Good approach to environmental

sustainability/climate change 42 41 35 28 32 37 28 24 33
Quality/affordable housing 57 21 31 32 48 32 9 17 31
Overall liveability index 63 62 61 61 61 60 56 55 60

Source: Auspoll (2011).

Over 70 per cent of respondents agreed that their city of residence had a wide range
of recreational environments, an attractive natural environment and a wide range of
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cultural and entertainment activities. In contrast, only 31 per cent of respondents
considered their city to have good quality affordable housing. In Darwin (9
per cent), Sydney (17 per cent) and Canberra (21 per cent), the percentage of
respondents which viewed housing quality and affordability favourably was
considerably lower than the average for all capital cities.

Also of significance to planning and zoning, respondents rated road infrastructure
and public transport in cities relatively poorly. For example, only 13 per cent of
respondents in Sydney, 21 per cent in Brisbane and 22 per cent in Melbourne agreed
the city has good road infrastructure with minimal congestion compared with an
average of 39 per cent for all capital cities (table 2.9).

At the local level, one of the most comprehensive data collections relating to
wellbeing and liveability is Community Indicators Victoria (CIV). CIV is intended
as a starting point for local governments and local communities in Victoria to
identify the issues and indicators which are most important to them (box 2.3).

Box 2.3 Community Indicators Victoria (CIV) wellbeing data

ClIV is a collaborative project, funded by VicHealth, and hosted by the McCaughey
Centre (University of Melbourne). CIV provides a wide range of local community data
for Victorians in the form of wellbeing reports for each Local Government Area (LGA).
The indicators cover a broad range of topics including social, economic, environmental,
democratic and cultural indicators.

The CIV framework is based on a set of approximately 80 community wellbeing
indicators. The data come from a range of sources including the Australian Bureau of
Statistics, Victorian Government departments and a state wide CIV Survey (conducted
in 2007). Below are some selected wellbeing indicators for the Melbourne and Ballarat
LGAs generated using the CIV web based system.

Selected community indicators for Melbourne and Ballarat LGAs

Indicator Ballarat Melbourne  Victoria
Personal wellbeing (Index) 77 75 76
Feel part of the community (Index) 72 65 71
Volunteers (% of adult population) 39 26 41
Safe walking alone at night (% of adult pop.) 61 67 67
Recorded crimes against people (per 100 000 pop.) 1221 3342 773
Unemployment (% of labour force) 9 5 5
Households with housing costs 30 per cent

or more of gross income (% of all households) 17 36 18
Opportunity to participate in cultural activities (% of pop.) 75 73 73
Acceptance of diverse cultures (% of adult pop.) 89 93 89
People have a say in important issues (% of adult pop.) 50 41 46

Source: Community Indicators Victoria, live report created on August 17 at:
http://www.communityindicators.net.au/node/add/report.

EFFICIENT AND 37
EFFECTIVE CITIES



2.4 Partial indicators of city functioning

In order to provide a statistical picture of the functioning of cities, in this section the
Commission presents some indicators related to various aspects of the functioning
of Australian cities. Indicators relate to both liveability for residents and ease of
doing business, noting that some indicators apply to both, such as the ease with
which people can move around a city. Broadly, the following indicators have been
included:

« population growth and population densities of local government areas (LGAs)
(derived from ABS data) — indicate areas of high growth and increasing
population density within cities

« housing affordability in cities using Bankwest affordability estimates and
median house prices by LGA — indicative of how well land release and
rezoning is delivering a core objective of most governments

« new residential building by LGA — indicative of how well population growth is
being addressed by cities and local councils

« International comparisons of ease of doing business (such as dealing with
construction permits, registering property, enforcing contracts, getting credit and
employing workers) to indicate whether Australia’s regulatory environment is
conducive to the operation of business

« differences in the time it takes to get to work — reflective of infrastructure and
transport planning

« community sense of security and connectedness — a subjective indicator of how
well planning might be contributing to the creation of a sense of community
within Australia’s cities.

It 1s important to note that this is not a comprehensive list of city functioning
indicators but selected indicators that provide some useful comparisons at either the
international, Australian city or LGA level. The choice of the outcome has been
guided by the extent to which planning can affect it; that it is an outcome being
addressed through national reform agendas; as well as the availability of robust data
(in particular, by LGA). Further, because of the multiplicity of influences (in
addition to planning and zoning) on any individual indicator, the Commission does
not attempt to attribute causation for any differences in indicators between cities.

Population density

In cities throughout the world (including Australian cities), one of the solutions to
the challenges created by an increasing population is urban containment or
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increasing population density. Population density is measured as the number of
people in an urban area per square kilometre.

Urban containment is an important principle in the efficiency of city land planning.
In this context, urban efficiency may be measured in terms of the affordability of
infrastructure and services, travel times, energy and water use and social and
environmental benefits. For example, it is less costly to establish road networks and
utilities in developments which are contained rather than dispersed. And
communities which consume less land for purposes such as housing and industry
are likely to need fewer roads, use infrastructure (such as public transport) more
efficiently and be located closer to services.

However, as with almost every issue in planning, urban containment is a balancing
act. For example, if land releases are constrained too much, restrictions on the
availability of land are likely to make land less affordable and urban containment
opposes the high value that Australian culture generally places on relatively large
blocks of land. Moreover, although efficiency gains may be associated with urban
containment, increased density is linked with social and environmental costs, such
as congestion and over crowding.

Internationally, Australia’s major capital cities are some of the least dense in the
world. Only cities in the United States and North American regions are recorded as
having lower population densities (Demographia 2010).

Density within Australian cities

A summary of population density for the 24 selected Australian cities based on
areas defined in the state/territory strategic plans (data by LGA are in appendix C)
is provided in table 2.10. In 2009, the highest population densities were recorded in
Mount Gambier, Melbourne, Canberra, the Gold Coast and Sydney, in that order.
However, as suggested by somewhat surprising results for Mount Gambier and
Canberra, density measures are highly sensitive to how urban area is defined. See
appendix C for further information on measurement difficulties for this indicator.

There is extreme diversity in density between LGAs, particularly in Sydney and
Melbourne. In Sydney, density ranges from over 7000 people per square kilometre
in Waverley to 2600 people per square kilometre in Strathfield to less than 200
people per square kilometre in Gosford, the Blue Mountains, Hawkesbury and
Wollondilly. In Melbourne, density ranges from 4600 people per square kilometre
in Port Phillip City to 2000 people per square kilometre in Banyule City to 50
people per square kilometre in Cardinia Shire. Because the outer areas in capital
cities are lightly populated yet relatively large in area, they lower the average
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density of capital cities quite substantially and so the measures of median density
(table 2.10) provide a better indicator of density in capital cities.

Table 2.10 Population density in selected cities, 20092

Highest density Lowest density

City Area Density City Area Density

(km2) Density median (km2)  Density median
Mount Gambier 27 942 942  Brisbane 17 859 118 166
Melbourne 8 824 453 1612 Sunshine Coast 3126 103 103
Canberra 808 436 436 Alice Springs 328 85 85
Gold Coast 1334 386 386 Wodonga 433 83 83
Sydney 12 138 371 2535 Tweed 1309 68 68
Wollongong 1089 265 294 Townsville 3739 49 49
Perth 7 261 238 1348 Darwin 3079 40 555
Queanbeyan 172 236 236 Cairns 4129 40 40
Geelong 1247 173 173 Hobart 6 149 36 93
Albury 306 165 165 Geraldton-Greenough 1781 21 21
Adelaide 9 050 146 958 Launceston 7 883 14 21
Newcastle 4 052 133 177 Toowoomba 12973 12 12

2 The LGAs included in each city are consistent with the areas defined the capital city’s strategic plan.
However, because of differences in the way the city boundaries have been defined, the aggregate city data in
this table data does not generally equal the ABS city totals based on Statistical Local Areas.

Source: Population from ABS (2010c); and area, unpublished data provided by the ABS.

Population densities in some LGAs increased substantially between 2001 and 2009,
particularly in inner city areas — by 122 per cent in Perth City, 67 per cent in
Melbourne city, 45 percent in Adelaide city and 37 percent in Sydney city
(appendix C).

Housing affordability and availability

Housing affordability is a key component of city liveability.! Housing affordability
1S a prominent issue amongst participants to this study. For example, the Housing
Industry Association (sub. 42, p. 1) said:

During the 2000s the price of established houses in real terms increased by nearly 6 per

cent a year, much faster than increases in the stock of dwellings, indicating that new
housing supply was unresponsive to increases in existing house prices. Revised

1 Housing affordability is generally defined as the ability of low income households to access an
acceptable standard of housing without compromising other core spending needs. However,
recent concern over housing affordability extends this definition to whether people across a
range of incomes can purchase housing without facing financial hardship.
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population projections suggest that the scale of the housing supply challenge is set to
accelerate over coming decades.

Master Builders Australia (sub. 32, p. 2) added:

A lack of affordable housing adds to social dislocation and threatens Australia’s
economic growth and productivity. The family home has increasingly become
unattainable as a confluence of circumstances have mitigated against an average
Australian household realising the goal of affordable home ownership. Home
ownership is one of the cornerstones of Australia’s social fabric and wellbeing and it is
imperative that affordable housing remains within reach of all Australians.

The National Housing Supply Council has estimated the cumulative shortfall in new
housing at around 180,000 dwellings. The shortfall in new housing is not due to
industry incapacity but rather supply constraints that prevent the industry from
supplying not only the required quantum but also affordable new housing.

Further, the Urban Taskforce Australia (sub. 56, p. 10), observing the relationship
between housing supply and housing affordability, said:

The lack of building activity carries high social costs. In the last financial year, work
started on 52,000 new Victorian private sector homes, while in NSW work only started
on 26,000 homes. The housing undersupply is the main reason why rents in the inner
suburbs of Sydney have been increasing at nine times the rate of inflation. Rents for
three bedroom homes in outer suburban Sydney have increased by 30 per cent in the
last three years. In fact, rents for three bedroom homes across NSW have been
increasing by an average of 9 per cent a year over the last three years.

Housing affordability is a significant challenge for governments. The 2009 Review
of Australia’s Tax System (‘Henry review’) stated:

Housing supply can be restricted through a range of policies, such as planning and
zoning regulations, as well as the approvals processes that govern them. However, such
policies are designed to achieve a range of policy objectives, against which their impact
on the price of housing should be assessed. The use of infrastructure charges has the
potential to improve the allocation of infrastructure. However, where they are not set
appropriately, infrastructure charges can reduce the supply of new housing, which can
increase overall house prices.

This is not a straightforward area of policy because while reforms to increase supply
may promote housing affordability, they can also reduce existing home values and
change the shape of Australian cities in ways that many existing residents do not
desire... (Henry, K., Harmer, J., Piggott, J., Ridout, H., and Smith, G., 2009, volume 2,
section E4)

While zoning and planning contributes to the affordability of housing, it is difficult
to isolate the effect that planning and zoning has from a broad range of other factors
which impact on the supply and demand for housing such as interest rates, average
incomes, demography, and community preferences (figure 2.3).
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Figure 2.3 Factors influencing housing affordability
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Source: National Housing Supply Council State of Supply Report 2008, p. 6 (based on PC 2004).

There is no single indicator of housing affordability. Housing affordability can be
measured in a number of ways. Some typical measures include ratio comparisons of
the cost of housing to income, residual estimates or remaining income of
households after deducting the cost of appropriate housing and the cost of servicing
a mortgage based on average income. Presented below are a range of snapshot
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indicators of housing affordability including Demographia international housing
affordability estimates, BankWest housing affordability reports and median house
and unit prices by LGA sourced from RPdata. ABS estimates of residential building
activity by LGA are also presented as an indicator of new dwelling supply.

International estimates of housing affordability

Compared with other countries, housing in Australia has been estimated to be some
of the least affordable. Of the seven nations surveyed by Demographia (2011) only
homes in China (Hong Kong) were estimated as less affordable. The national
median multiple (median house price divided by gross annual median household
income) for Australia was 6.1 (severely unaffordable) compared with 11.4 (severely
unaffordable) in China (Hong Kong), 3.0 (affordable) in the United States and 3.4
(moderately unaffordable) in Canada (figure 2.4).

Figure 2.4 International housing affordability, 2010

National median multiple,aP Demographia nations surveyed

12
10 -
8 |
6 |
4
1hk
0 ‘ ‘ ‘ ‘ ‘
United States = Canada Ireland United New Zealand  Australia  China (Hong
Kingdom Kong)

2 The median multiple is calculated as the median house price divided by gross annual median household
income. P The data does not take into account international differences which may explain differences in
affordability such as construction costs, financial systems, community preferences, land area, liveability and
household cost of living.

Data source: Demographia (2011).

By selected Australian city, Sydney was ranked as the most unaffordable with a
median multiple of 9.6. In contrast, of the selected Australian cities housing was
most affordable in Launceston and Albury-Wodonga, both with a median multiple
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of 4.5. However, even in these cities homes are classified as ‘seriously
unaffordable’ based on Demographia benchmarks (figure 2.5).

Figure 2.5 Housing affordability for selected Australian cities, 2010
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Data source: Demographia (2011).

Demographia also presented a mortgage stress indicator case study between
Sydney, Melbourne, Dallas-Fort Worth and Atlanta. Demographia reported that
although the populations of Atlanta and Dallas-Fort Worth have grown at
significantly faster rates than Sydney and Melbourne in recent years, the Australian
cities have substantially larger levels of mortgage stress. The share of median
household income required to pay a mortgage on a median price house was
estimated at over 50 per cent in Sydney and Melbourne compared with under 20
per cent in Atlanta and Dallas-Fort Worth (Demographia 2011).

Bankwest housing affordability estimates

In Australia, a number of housing affordability estimates are reported including the
Real Estate Institute of Australia (REIA) Deposit Power Housing Affordability
Report, the Commonwealth Bank of Australia—Housing Industry Association
(CBA-HIA) Housing Affordability Index, the BIS Shrapnel Home Loan
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Affordability Index and Bankwest housing affordability reports. Bankwest data are
particularly relevant to this study as they are reported by LGA.

Bankwest publishes two reports related to housing affordability by LGA:

The Key Worker Housing Affordability Report (2011 being the most recent)
measures affordability as the ratio of house prices to earnings. Earnings are
average earnings by state of nurses, teachers, police officers, fire fighters and
ambulance officers from the 2008 ABS Employee Earnings and Hours survey.
House prices are annual median house price sourced from Residex.

The Annual First Time Buyer Deposit Report (2010 being the most recent)
measures the time it takes for a first time buyer (represented by 25-34 year olds)
to save a deposit for a house or unit. In calculating the time taken to save a
conservative (20 per cent) home deposit, potential first time buyers are estimated
to save 20 per cent of their gross income annually. Income is the average income
of 25 to 34 year olds from the 2006 ABS census, indexed to 2010 using the ABS
wage cost index in each state. Median house and unit prices have been sourced
from Residex.

Bankwest in its 2011 key worker housing affordability report concluded:

Hobart and Adelaide are the most affordable capital cities for key workers.

Sydney and Melbourne are the least affordable capital cities for key workers.
The median house price to earnings in 2010 was 8.3 in Sydney and 7.5 in
Melbourne, compared with 4.8 in Hobart, the most affordable capital city.

Over five years the largest deterioration has been in Melbourne and Darwin
(table 2.11).

Table 2.12 summarises the capital city results from the BankWest Annual First
Time Buyer Deposit Report report. These data indicate continuing deterioration in
affordability for first home buyers in the year 2009-10, and a city ranking similar to
that based on key worker affordability. Both measures confirm substantial
deterioration in housing affordability in all the major cities over the past five years,
with the exception of Sydney where affordability improved marginally for first
home buyers.
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Table 2.11 Bankwest key worker housing affordability

Summary statistics

Capital city House price to earnings Change Change
ratio, 2010 2009-2010 2005-2010
Sydney 8.3 0.8 0.1
Melbourne 7.5 04 24
Canberra 6.6 0.3 1.1
Darwin 6.4 -0.1 1.7
Perth 6.0 -0.2 0.1
Brisbane 5.7 -0.4 0.5
Adelaide 51 -0.0 0.7
Hobart 4.8 0.1 0.4

Source: Bankwest (2011).

Table 2.12 Bankwest first home buyer affordability, 2010

Years for a first time home buyer to save for a house deposit.

Capital city 2010 Change 2009-2010  Change 2005-2010
Sydney 6.2 1.0 -0.1
Melbourne 57 1.3 14
Perth 4.9 0.6 0.8
Darwin 4.8 0.8 1.6
Brisbane 4.7 0.6 0.5
Canberra 4.4 0.7 0.6
Hobart 4.3 0.6 04
Adelaide 4.2 0.7 0.6

Source: Bankwest (2010).

Median house and unit prices

One measure available at the local government level is the change in median
dwelling prices over time. While this is not a measure of affordability (as it does not
take into account income and interest rates), it does provide a snapshot of recent
changes in house and unit prices which are a significant determinant of housing
affordability.

Tables 2.13 and 2.14 present a summary of median house and unit prices in 2001,
2006 and 2010 for the 24 selected cities, based on areas defined in the state/territory
strategic plans. Data by LGA are in appendix C. In 2010:

« of the 24 selected cities, median house prices were highest in Sydney, Canberra,
Darwin and the Gold Coast.

« median unit prices were highest in Sydney, Melbourne, Perth and Canberra.
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o the lowest median house prices were observed in Mount Gambier, Launceston
and Toowoomba.

« the lowest median unit prices were in Mount Gambier, Albury and Wodonga.

« among the capital cities, median house and unit prices were the lowest in Hobart
and Adelaide.

Table 2.13 Median house prices 2001, 2006 and 20102b

Selected cities

Median house prices Sales
2001 2006 2010 Increase (%) Increase (%) 2010
($°000) ($°000) ($°000) 2006 to 2010 2001 to 2010 (no.)

Geraldton-Greenough 113 254 410 61 262 437
Hobart 107 260 348 34 227 3143
Launceston 85 215 275 28 224 1668
Perth 155 378 495 31 220 20 264
Darwin 170 309 525 70 209 1536
Brisbane 156 330 460 39 195 29 570
Townsville 132 280 383 37 190 2 561
Queanbeyan 160 329 459 40 187 281
Sunshine Coast 175 400 489 22 179 4 599
Alice Springs 156 292 424 45 172 444
Tweed 174 381 470 23 170 781
Toowoomba 116 248 309 25 166 2617
Canberra 208 395 545 38 162 3 881
Cairns 146 309 375 21 157 2028
Adelaide 149 280 380 36 155 20 114
Gold Coast 208 425 525 24 152 5563
Geelong 140 260 335 29 139 3614
Newcastle 150 300 355 18 137 7418
Albury 118 248 268 8 128 598
Melbourne 215 340 485 43 126 50 943
Mount Gambier 114 190 240 26 111 408
Wodonga 128 255 269 5 110 499
Wollongong 208 370 422 14 103 3082
Sydney 315 485 590 22 88 45 580

@ Data are 12 months to September in each year. b The LGASs included in each city are consistent with the
areas defined by the capital city’s strategic plan.

Source: RPdata 2011 (unpublished).
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Table 2.14 Maedian unit prices 2001, 2006 and 20102b

Selected cities

Median unit prices Sales

2001 2006 2010 Increase (%) Increase (%) 2010

($°000) ($°000) ($°000) 2006 to 2010 2001 to 2010 (no.)

Queanbeyan 65 190 270 42 319 348
Geraldton-Greenough 66 184 268 46 309 79
Perth 125 300 415 38 232 6 494
Hobart 90 220 275 25 206 851
Launceston 75 190 227 19 202 291
Darwin 140 235 390 66 179 887
Adelaide 115 222 315 42 174 6 387
Tweed 137 306 370 21 170 770
Canberra 155 314 415 32 168 2 467
Alice Springs 125 197 330 67 164 246
Townsville 124 254 320 26 159 596
Toowoomba 95 208 237 14 149 396
Gold Coast 165 322 378 17 129 7 281
Sunshine Coast 165 347 375 8 127 2 562
Brisbane 168 285 375 32 124 10 624
Albury 82 168 180 7 120 191
Geelong 125 225 261 16 110 1021
Cairns 127 225 265 18 108 1360
Mount Gambier 80 145 165 14 106 101
Wodonga 93 182 188 3 102 106
Wollongong 171 304 340 12 99 1524
Melbourne 220 300 420 40 9 25476
Newcastle 166 293 315 7 90 1875
Sydney 298 380 445 17 49 34 887

A Data are 12 months to September in each year. b The LGASs included in each city are consistent with the
areas defined by the capital city’s strategic plan.

Source: RPdata 2011 (unpublished).

There is considerable diversity in median dwelling prices within cities. For
example, across different LGAs in Perth, median house prices ranged from
$330 000 to nearly $5 million while median unit prices in Perth ranged from
$299 000 to $790 000. Similarly, in Sydney, median house prices by LGA ranged
from $330 000 to over $2 million and median unit prices ranged from $240 000 to
$693 000 (appendix C).

Between 2001 and 2010, the largest increases in median house prices were observed
in Geraldton-Greenough, Hobart, Launceston, Perth and Darwin, with median house
prices over 3 times higher in 2010 than in 2001. These cities also experienced
relatively high growth in median unit prices over the same period. However, it was
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Queanbeyan where median unit prices increased the most, valued over four times
higher in 2010 than in 2001.

In contrast, in Sydney, despite having the highest median house and unit prices in
2010, between 2001 and 2010 median house and unit prices grew the least of the 24
selected cities. Other cities with relatively low house price increases over this period
include Wollongong, Wodonga and Mount Gambier. And other cities with
relatively low growth in unit prices include Newcastle, Melbourne and Wollongong.

However, even in these cities, median house and unit prices grew significantly
faster than average income levels. For example, the labour price index for Australia
(total hourly rate, including bonuses) increased 40 per cent between 2001 and 2010
(ABS 2010b). This compares with an 88 per cent increase in median house prices
and a 49 per cent increase in median unit prices in the slowest growing city,
Sydney.

Residential building activity

ABS compiles a number of measures related to building activity. Residential
building approvals measure the number and value of new houses and other
buildings approved in an area and provide an indication of the change in the supply
of dwellings.

In 2009-10, ABS data reported that over 110 000 residential dwellings were
approved in Australia’s capital cities. Of these, 60 per cent were houses and the
remaining 40 per cent were other dwellings such as semidetached terrace houses,
town houses, flats and apartments. The highest proportion of houses (relative to
other dwellings) approved in 2009-10 was in Perth (almost 80 per cent of residential
buildings approved were houses) while Sydney approved the highest proportion of
other dwellings in 2009-10 (just under 60 per cent).

Residential building activity has been increasing in capital cities in recent years.
Between 2007-08 and 2009-10, the number of approvals for new residential
buildings increased 10 per cent in capital cities, from 100 000 approvals in 2007-08
to over 110 000 approvals in 2009-10. The largest percentage increase was in
Canberra where approvals nearly doubled from 2300 in 2007-08 to 4500 in
2009-10.

In the last three years, Melbourne has approved the most residential buildings.
Between 2007-08 and 2009-10, over 106 000 dwellings or 36 per cent of all
dwellings approved in Australian capital cities were approved in Melbourne. In
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comparison, over the same period Sydney approved 52 000 dwellings or 18 per cent
of dwellings in capital cities (figure 2.6).

Figure 2.6 Residential building approvals capital citiesar
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a Cities boundaries are defined by ABS statistical subdivision, not by LGAs and therefore differ to the city
estimates in appendix C. b Approvals data are indicative rather than conclusive measures of building activity
as some approvals do not proceed to the construction stage.

Data source: ABS (2010a).

In order to compare differences in building activity between the 24 selected cities
from a planning perspective, the Commission has used LGAs which align with city
strategic plans. Table 2.15 provides a summary of residential building approvals for
the 24 selected cities. Appendix C provides the data by LGA. However, the city
boundaries in these tables differ to those in figure 2.6, which are defined by ABS
statistical subdivision. As a result, figure 2.6 is not directly comparable with the
data in table 2.15 and appendix C.

Table 2.15 shows that in 2009-10 residential building approvals were largest in
Melbourne where nearly 42 000 dwellings, valued at over $11 billion, were
approved. In Perth and Sydney residential building approvals were also significant,
valued at over $5 billion in each city. In the smaller populated cities such as Albury,
Wodonga, Tweed and Geraldton-Greenough, building approvals were less
significant, valued at less than $150 million in each city.

However, when population is taken into account, the value of residential building
approvals per person was largest in Geraldton-Greenough, Wodonga, Canberra,
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Darwin and Perth (over $3 000 per person). In comparison, the value of residential
building approvals per person was the lowest in Wollongong, Queanbeyan and
Mount Gambier. Of the capital cities, the value of residential building approvals per
person was the lowest in Sydney (table 2.10).

Table 2.15 Residential building approvals in selected cities,2> 2009-10

Number of dwellings Value of dwellings
Other Alterations/
Other Houses dwellings additions  Total Total
Houses dwellings Total€ ($m) ($m) ($m) ($m) ($ per person)

Geraldton-

Greenough 436 78 516 118 18 9 145 3 827
Wodonga 463 70 533 100 12 5 118 3309
Canberra 2187 2329 4518 565 458 101 1124 3194
Darwin 638 433 1095 216 115 56 386 3111
Perth 15336 3933 19299 3719 947 558 5224 3024
Melbourne 26 061 15497 41787 6462 3347 1461 11 270 2820
Townsville 1361 436 1797 361 96 51 508 2795
Sunshine Coast 2 168 648 2826 607 138 122 867 2 681
Geelong 1784 360 2151 405 62 60 527 2438
Gold Coast 2318 1263 3585 735 283 116 1134 2202
Brisbane 9944 6788 16765 2532 1339 716 4 587 2185
Toowoomba 933 266 1199 225 44 39 308 1933
Cairns 767 269 1038 211 59 41 311 1891
Albury 245 105 350 60 22 12 94 1 866
Adelaide 8055 2458 10525 1525 416 302 2243 1700
Hobart 1129 314 1445 246 53 66 366 1669
Alice Springs 57 65 124 18 16 11 45 1602
Newcastle 1947 1225 3201 464 230 123 817 1510
Sydney 8082 11215 19616 2524 2616 1419 6 559 1456
Launceston 437 159 599 101 26 29 155 1449
Tweed 326 99 429 87 25 16 129 1448
Mount Gambier 145 5 150 30 1 4 36 1419
Queanbeyan 36 197 233 12 36 10 57 1410
Wollongong 570 508 1079 158 105 43 307 1062

2 The LGAs included in each city are consistent with the areas defined by the capital city’s strategic plan.
However, because of differences in the way the city boundaries have been defined the aggregate city data in
this table does not generally equal the ABS city totals based on Statistical Local Areas. b Approvals data are
indicative rather than conclusive measures of building activity as some approvals do not proceed to the
construction stage. € includes alterations and additions to buildings.

Sources: Population from ABS (2010c) and building activity from ABS (2010a).

There is significant variation in building approvals by LGA. In 2009-10, residential
building approvals were the largest in the Brisbane City Council area where
approvals were valued over $2.5 billion. However, when population is taken into
account, the value of building approvals was largest in the City of Perth ($9 000 per
person, appendix C).
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Ease of doing business, international indicators

The World Bank Doing Business 2011 report measures ease of doing business based
on regulations affecting nine stages of the life of a business including starting a
business, dealing with construction permits, registering property, getting credit,
protecting investors, paying taxes, trading across borders, enforcing contracts and
closing a business. Over 180 economies are ranked. An early ranking on the index
means the regulatory environment is conducive to the operation of business.

The World Bank Doing Business 2011 report judged Singapore and Hong Kong as
the easiest countries in which to conduct business while Australia was ranked tenth.
Table 2.16 presents some selected individual indicators. Australia performed
relatively well on getting credit. However, of particular significance to this study,
Australia’s worst ranking was 63 out of 183 countries on dealing with construction
permits (including procedures and the time and cost to obtain construction permits,
inspections and utility connections).

More information on ease of doing business such as the time and costs involved in
processing development approvals is presented in chapter 7.

Table 2.16 Selected ease of doing business indicators, 20102
Top ten ranked countries out of 183 total countries ranked

Ease of Doing Dealing with Registering  Enforcing . .

Business Construction Permits  Property Contracts Getting Credit
Singapore 1 2 15 13 6
Hong Kong 2 1 56 2 2
New Zealand 3 5 3 9 2
United Kingdom 4 16 22 23 2
United States 5 27 12 8 6
Denmark 6 10 30 30 15
Canada 7 29 37 58 32
Norway 8 65 8 4 46
Ireland 9 38 78 37 15
Australia 10 63 35 16 6

A Dealing with construction permits includes procedures, time and cost to obtain construction permits,
inspections and utility connections; employing workers includes difficulty of hiring, rigidity of hours, difficulty of
redundancy and redundancy cost; registering property includes procedures and time and cost to transfer
commercial real estate; getting credit includes the strength of legal rights index and depth of credit information
index; and enforcing contracts includes procedures, time and cost to resolve a commercial dispute. b The
indicators make the assumption that the business is located in the largest business city in the country. In
Australia’s case the data relate to Sydney.

Source: The World Bank (2010).
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Infrastructure and congestion

The quality of infrastructure is a key aspect of city functioning. The World
Economic Forum’s Global Competitiveness Report publishes a number of
infrastructure indicators derived from a survey of executives. In 2010, Switzerland
and Hong Kong were the best performing countries in terms of the quality of overall
infrastructure, while Australia was ranked 34 (out of 139 countries). Australia’s best
ranking was in the quality of railroad infrastructure (26), road infrastructure and air
transport (both ranked 30), while Australia’s worst performance was on quality of
port infrastructure receiving a ranking of 46.

Congestion is a key indicator of mobility and delivery of infrastructure. Access to
jobs and other activities are important for quality of life and business viability.
Congestion is a major challenge in most cities. The Bureau of Transport and
Regional Economics (BTRE) commented:

Congestion imposes significant social costs with interruptions to traffic flow
lengthening average journey times, making trip travel times more variable and making
vehicle engine operation less efficient (BTRE 2007, p. 77).

Similarly, Infrastructure Australia (2010b, p. 18) in a report on Getting the
fundamentals right for Australia’s infrastructure priorities, stated:

Improving transport networks in our cities is crucial for economic growth in and the
liveability of our cities. Congestion — both on the roads and on the rail and bus
networks — is one of the greatest challenges facing Australia’s cities. Inadequate
transport provision and congestion threaten our quality of life, damage the local and
global environment, and, numerous international studies show, act as a significant
brake on future economic growth.

Austroads measures congestion as the cost of delay on a representative sample of
arterial roads and freeways in the urban metropolitan areas of New South Wales,
Victoria, Queensland, Western Australia and South Australia. Figure 2.7 shows that
Adelaide’s congestion has grown steadily since 1997-98, while Brisbane’s
congestion levels jumped in abrupt spurts from 2004-05 to 2007-08 to be well
above Sydney and Melbourne and then declined a little in 2008-09. The data relate
both to the level of investment in public and private transport infrastructure as well
as how well the delivery of infrastructure has been planned.

The BTRE study, Estimating urban traffic and congestion cost trends for Australian
cities, presents projections to 2020 on the avoidable social costs of congestion for
Australia’s eight capital cities. The costs of congestion include the costs of delay,
trip variability, vehicle operating expenses and motor vehicle emissions. Based on
BTRE estimates, KPMG (2010) projects that the per capita costs of congestion will
increase over 65 per cent in Sydney and Brisbane between 2006 and 2020. In Perth,
Melbourne and Adelaide congestion costs are also expected to increase significantly
— by around 50 per cent (figure 2.8).
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Figure 2.7 Congestion indicator (morning peak), 1997-98 to 2008-09a°
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A The black shaded bar for each city represents 2008-09. b Difference between actual and nominal travel
time. Delay per kilometre on a representative sample of arterial roads and freeways in the city. The travel time
surveys are carried out on 5 week days, in three time periods (AM Peak, PM Peak and Off Peak) in each
direction. Three surveys are carried out each year. Austroads states that the indicator is suited to comparisons
over time, but not necessarily between regions.

Data source: Austroads (2010).

Figure 2.8 Cost of congestion, 2006 and 2020 (projected)a
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a Costs are based on deadweight losses for current and future congestion. That is, the cost of congestion is
estimated as the aggregate costs of delay, trip variability, vehicle operating expenses and motor vehicle
emissions above the ‘economic optimum’.

Data sources: KPMG (2010) based on BTRE (2007).

Projections of the increasing freight task in cities is adding to concerns of increasing
congestion. Modelling by the BTRE suggests that freight in Australia’s cities will
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increase by 70 per cent between 2003 and 2020 (or 3.1 per cent annually). Urban
freight growth in Brisbane and Perth is projected to be higher and in Hobart and
Adelaide growth is projected to be lower (figure 2.9). How this impacts on
congestion will depend on the delivery of new transport infrastructure over the next
10 years.

Figure 2.9 Freight task, 2003 and 2020 (projected)
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Data source: BTRE (2007).

The time it takes to travel to work

The time it takes to travel to work relates to congestion, liveability and ease of
doing business and as such is a key indicator of the quality of transport
infrastructure and the overall functioning of cities.

A number of state transport agencies (including Victoria, New South Wales and
Queensland) regularly survey communities on the time it takes to travel to work.
However, there are no consistent data to compare cities across Australia. In order to
present differences on the time it takes to travel to work between cities, the
Commission collected data for 24 selected cities by LGA through a community
survey by AC Nielson. Specifically, the survey asked ‘When your journey to work
is at peak hour, what is your total travel time in getting to work from home
(excluding any in-between destinations, such as day care, school, shopping or the
gym)?’ The survey also asked how much time could be saved if the travel was non-
peak and whether the respondent thought their travel times were reasonable given
their distance to work. Results for the 24 selected cities are presented in table 2.17
and data by LGA can be found in appendix C.
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Table 2.17 Work travel times in selected cities, 20112

Travel times Respondent characteristics

Median Time  Range for Travel time Work in CBDS Work outside

peak hour saved if peak hour considered CBD
travel time journey travel reasonable o ) ) ) )
not at Live in Live Live either in
peak hour CBD outside CBD or outside
CBD
Minutes
Median no. Median no. (restricted
minutes minutes range)b % % % %

Sydney 35 13 8-90 64 1 29 70
Gold Coast 30 13 12-70 67 0 4 96
Melbourne 30 10 7-75 72 1 22 77
Brisbane 30 10 5-80 76 0 16 84
Newcastle 25 10 5-55 82 0 10 89
Queanbeyan 25 10 5-40 87 27 0 73
Adelaide 25 10 5-60 79 3 26 70
Perth 25 10 5-60 80 2 18 80
Canberra 23 10 1045 91 2 47 52
Hobart 20 10 5-50 89 6 37 57
Tweed 20 8 5-55 90 5 8 87
Darwin 20 6 5-45 90 1 22 76
Wollongong 20 5 5-90 82 2 22 75
Cairns 20 5 5-45 95 34 34 32
Sunshine Coast 16 5 5-90 90 13 15 73
Townsville 15 7 7-40 91 9 19 72
Geelong 15 5 5-60 93 7 31 62
Wodonga 15 5 6—40 96 50 0 50
Toowoomba 15 5 5-40 96 68 9 23
Launceston 15 5 4-45 92 30 23 47
Albury 12 5 5-30 93 43 21 36
Geraldton/
Greenough 12 5 4-30 98 96 0 4
Alice Springs 10 3 5-20 100 100 0 0
Mount Gambier 9 2 5-15 100 96 0 4
All cities 30 10 5-75 75 5 23 72

4 The postcodes included in each city are consistent with the capital city’s strategic plan, CBDs for each city
are defined by the following postcodes: Sydney (1230, 2000, 2001, 2002, 2007, 2010, 2059, 2060 and 2061);
Melbourne (3000 and 3001); Brisbane (4000 and 4001); Gold Coast (4217); Newcastle (2300); Queanbeyan
(2620); Adelaide (5000, 5001 and 5005); Perth (6000 and 6003); Canberra (0200, 2600, 2601 and 2608);
Wollongong (2500); Tweed Heads (2485); Cairns (4870); Hobart (7000); Darwin (0800 and 0801); Sunshine
Coast (4551 and 4558); Geelong (3220); Wodonga (3690); Toowoomba (4350); Townsville (4810);
Launceston (7250); Albury (2640); Geraldton/Greenough (6530 and 6532); Alice Springs (0870 and 0871);
Mount Gambier (5290). b Because of significant outliers in most cities, a restricted range provides a more
meaningful range measure than the range of the entire sample. Restricted range is measured as the range
after 10 per cent of the sample is trimmed from the tails of the distribution (the lowest and highest responses),
leaving the middle 90 per cent of responses.

Source: PC Community Survey 2011 (unpublished, g. 12, q. 13 and g. 14).
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Three quarters of all respondents indicated that their travel times were reasonable
given their distance to work. In Sydney, respondents were less likely to indicate that
their travel to work times were reasonable while, in Alice Springs and Mount
Gambier all respondents stated that their work commute time was reasonable.

Respondents in Sydney reported the longest travel to work times, with a median
travel time in peak hour of 35 minutes. Other cities with relatively long median
travel to work commutes include Melbourne, Brisbane and the Gold Coast. The
cities of Sydney and the Gold Coast also reported the largest median time savings if
travel to work was not during peak. Further, the widest restricted range in travel
times (which measures the middle 90 per cent of responses) were reported in
Sydney, the Sunshine Coast and Wollongong where respondents reported travelling
up to 90 minutes to work (table 2.17).

In contrast, in Mount Gambier, Alice Springs, Geraldton/Greenough and Albury
travel to work times in peak hour were significantly lower and there was very little
difference in peak and non peak commutes to work. In these regional cities, a large
proportion of residents work and live in their city’s CBD. For example, all
respondents in Alice Springs reported that they work and live in their CBD postcode
area. Similarly, 96 percent of respondents in both Mount Gambier and
Geraldton/Greenough indicated that they live and work in their CBD area. This is in
contrast to capital and larger cities where population is more dispersed and the
majority of people work outside the CBD (table 2.17).

Community sense of security and connectedness

State governments generally indicated that planning could only have a minor or
moderate effect on addressing crime and violence and maintaining social cohesion
(table 2.1). Nevertheless, the Commission has chosen to present safety and
community connectedness data, derived from the community survey, as they are
important indicators of liveability in cities. Results for the 24 selected cities are
presented in table 2.18 and data by LGA can be found in appendix C.

Respondents in Canberra and the Sunshine Coast were most likely report a sense of
safety in their communities while in the Sunshine Coast, Wodonga and Alice
Springs respondents were most likely to indicate a connectedness with their
community. In contrast, only 29 per cent of respondents in Alice Springs and 38
per cent in Geraldton/Greenough reported that they felt safe walking in their street
at night, while in Darwin, Perth, Adelaide and Geraldton/Greenough respondents
were less likely to report a sense of community (table 2.18).
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There are significant disparities in the sense of safety and community between
LGAs. For example, in Sydney, respondents who felt a sense of safety ranged from
92 percent in Mosman to 37 percent in Holroyd. Similarly, in Adelaide
respondents who indicated a connection to their community ranged from 81 per cent
in Adelaide city to 43 per cent in Playford (appendix C).

Table 2.18 Safety and sense of community in selected cities, 20112

Do you feel safe walking alone at Do you feel that you are part of
night in your street? your local community?
Yes(%) No (%) Don'tknow (%)  Yes (%) No (%) Don’t know (%)
Canberra 78 18 4 62 31 7
Sunshine Coast 77 20 3 75 13 12
Hobart 72 23 5 66 26 8
Launceston 70 24 6 62 29 9
Brisbane 68 27 5 66 26 8
Sydney 66 29 5 60 30 10
Queanbeyan 65 27 8 63 29 8
Wollongong 65 30 5 63 26 11
Geelong 64 26 10 66 20 15
Adelaide 62 31 7 58 31 10
Melbourne 61 33 6 59 32 9
Mount Gambier 60 33 7 65 28 7
Newcastle 60 34 7 65 28 7
Tweed 59 30 11 68 23 9
Gold Coast 59 37 5 64 28 8
Wodonga 58 35 7 70 23 7
Cairns 56 39 5 66 31 3
Albury 56 36 8 61 31 8
Townsville 54 38 8 61 25 14
Perth 54 40 7 56 34 10
Toowoomba 49 38 13 69 22 10
Darwin 44 49 8 49 37 14
Geraldton/Greenough 38 56 6 58 30 12
Alice Springs 29 68 3 70 27 3
All cities 62 32 6 60 30 10

A The LGAs included in each city are consistent with the areas defined by the capital city’s strategic plan.
Source: PC Community Survey 2011 (unpublished, g. 31 and q. 32).

2.5 Conclusion

Planning is just one of a number of influences on the efficiency and effectiveness of
cities. In this chapter, a number of indicators which are likely to be significantly
affected by planning systems have been discussed. These outcome indicators help to
identify where cities are functioning well and to focus attention on what might be
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done to improve poor functioning. Within this context, it is also important to look at
the efficiency of the planning process itself, the subject of the remainder of this
study.
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3

Regulatory framework

Key Points

The state and territory planning systems have evolved independently and are very
different in many respects, for example in the types of planning bodies and their
reporting structures. In recent times, an increasing number of bodies have been
created to do development assessment (DA) instead of local councils.

Four jurisdictions have passed new planning Acts in the last five years. In contrast,
the New South Wales Planning Act, originally passed in 1979, has since been
subject to substantial amendment without being comprehensively updated.

In 2009-10, every jurisdiction except Tasmania and the Northern Territory had a
metropolitan spatial plan for its capital city.

The number and structure of planning instruments vary greatly across the
jurisdictions. Western Australia seems the most complex to navigate.

The South Australian and Western Australian systems appear to be the more
centralised systems, apart from those in the ACT and the Northern Territory which
are intrinsically centralised.

The Development Assessment Forum has created a leading practice model for
planning systems, including six development assessment ‘tracks’ which direct low-
risk development down a low-cost assessment path.

Statutory timeframes for development assessment vary widely, from 42 days in
Tasmania to 84 days in the Northern Territory. Queensland and South Australian
legislation include substantial possible extensions (up to 16 or 28 weeks
respectively) for referrals and different types of development.

Applicant appeals are available in every jurisdiction. Rezoning is not appealable as
there is no application process, as such, for rezoning. Victoria and Tasmania have a
very high number of appeals per head of population, compared to other
jurisdictions.

Third party appeal processes for DAs are substantially curtailed in some
jurisdictions, particularly Western Australia, New South Wales and Queensland.
Victoria provides the most scope for third party appeals.

Planning systems are in a constant state of change, as governments seek to
improve efficiency and outcomes. All jurisdictions have completed some recent
reforms and all continue to have some level of planning reform underway.
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This chapter presents a guide to the structure and key elements of land use planning
and development in the states and territories. Each system has developed in its own
unique way and is continually being revised and updated. This chapter is not
intended as a comprehensive description and will not do justice to the full
complexity of these systems — even with the detail provided, there are many more
regulations, institutions and processes which could be discussed. However, that
level of detail would likely cloud the basic structure and reduce broad
comparability, and so has been avoided here.

3.1 Planning and zoning systems

Planning and zoning systems are a framework to guide and facilitate the future
growth and development of Australian cities. This framework includes various
regulatory bodies, the rules which define their powers and roles, and the plans and
instruments under which decisions are made. The ease with which users navigate
the planning systems will depend on the number of bodies involved, how roles and
powers are allocated among them, the extent to which all elements are coordinated
and the methods used to do so.

This section outlines the planning systems of the eight states and territories as they
were at 30 June 2010.

Planning Acts and Regulations

In the context of land use regulation, the body of written law and policy
encompasses a very wide range of documents: from legislated instruments to broad
statements of policy and guidelines.

Table 3.1 sets out the key planning Acts and Regulations of each state and territory.
While these vary in scope and are supported by numerous other legislative
instruments, they all have objectives around providing good outcomes for the
community through good processes for the use and development of land, and
managing and protecting environmental and heritage values.

All the planning Acts are regularly amended, and half have undergone re-enactment
in the last five years. The New South Wales Act is 31 years old and has been
modified by 139 amending Acts without being comprehensively updated. Victoria’s
Act is 23 years old and in the process of being reviewed and updated (after 57
amending Acts).
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As well as the instruments listed in table 3.1, there are many other Acts and
Regulations in the states and territories which are relevant to particular aspects of
planning and development. Also of relevance is Commonwealth legislation,
including the Environment Protection and Biodiversity Conservation Act 1999,
Airports Act 1996, Infrastructure Australia Act 2008 and Australian Land
Transport Development Act 1988.

Table 3.1  Primary legislation and supporting regulations

Legislation Supporting regulations
NSW Environmental Planning and Environmental Planning and Assessment
Assessment Act 1979 Regulation 2000
Vic Planning and Environment Act 1987  Planning and Environment Regulations 2005
Qld Sustainable Planning Act 2009 Sustainable Planning Regulation 2009
WA Planning and Development Act 2005 Town Planning Regulations 1967
SA Development Act 1993 Development Regulations 2008
Tas Land Use Planning and Approvals Land Use Planning and Approvals
Act 1993 Regulations 2004
ACT Planning and Development Act 2007 Planning and Development Regulation 2008
Cwith, for Australian Capital Territory (Planning Australian Capital Territory (Planning and
ACT and Land Management) Act 1988 Land Management) Regulations 1989
NT Planning Act 2009 Planning Regulations 2009

Strategic plans

In 2009-10, all jurisdictions, except Tasmania and the Northern Territory, had
capital city strategic spatial plans which guide local government planning and
development, set out state planning policy and define land uses for certain areas.!
These are listed in table 3.2. Tasmania is now developing metropolitan strategic
spatial plans.

COAG agreed in December 2009 that by 2012 all states and territories will have in
place best-practice long term capital city strategic planning systems and plans that
meet agreed national criteria (COAG 2009; see chapter 9 for details).

' The Victorian Government is currently developing a new outcomes based metropolitan planning
strategy which includes a focus on clarifying where urban densification in clearly identified
areas can occur, and integrating existing and future infrastructure and service provision.
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Table 3.2  Current metropolitan strategic spatial plans

Sydney City of Cities: A Plan for Sydney’s Future (2005)2

Melbourne Melbourne 2030: planning for sustainable growth (2002)P

Brisbane and SEQ The South East Queensland Regional Plan 2009-2031 (2009)

Perth Directions 2031: Spatial Framework for Perth and Peel (2009)
Adelaide The 30 Year Plan for Greater Adelaide (2010)

Hobart

Canberra The Canberra Spatial Plan (2004); The National Capital Plan (2009)
Darwin The Territory 2030 Strategic plan (2009)¢

A A revised plan, Metropolitan Plan for Sydney 2036, was released in December 2010 but is outside this
study’s benchmarking period. b Including the 2008 update, Melbourne @ 5 million. Victoria is now in the
process of developing a new outcomes based metropolitan strategy. € Unlike the other metropolitan plans
listed, the Territory 2030 Strategic Plan is not a spatial plan.

Sources: State and Territory Government planning websites.

Hierarchy of plans

Table 3.3 shows the key planning instruments of the states and territories. The
numbers in the first column show where plans must be consistent with those above
them in the hierarchy; for example, the plan numbered 3 must be consistent with the
plan numbered 2.2 There are many other planning documents that are not part of the
hierarchy for various reasons, for example, because they deal with a specific area
such as heritage. Some of these are included in the footnotes to table 3.3.

The number and structure of planning instruments varies greatly across the
jurisdictions: in the Northern Territory there are two levels of plans in the hierarchy;
and in Tasmania only one; while in Western Australia there are eight. It is not the
number of levels alone that causes complexity — Tasmania’s single level only
highlights the absence of state guidance in land planning and is not considered
leading practice; nor are New South Wales’ 47 State Environmental Planning
Policies (SEPPs) easy to follow just because they are all at one level. Western
Australia has chosen to organise its planning requirements in eight levels but this
does not necessarily mean that the content is any more complex than in other
jurisdictions. However, Western Australia’s hierarchy of plans is very difficult for
anyone to navigate.

2 Western Australia has two plans numbered 6, meaning that neither trumps the other but they are
both bound by level 5 and they bind level 7.
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Table 3.3

Planning instruments and hierarchies,2 as at June 2010

Plan Details Statutory
New South WalesP
1 State Environmental ¢ plan amendments and DAs must comply with State planning v
Planning Policies directives
2 Metropolitan strategy© o strategies on centres, housing, transport, employment, sustainability v
and governance
3 Local environmental plans e zoning, land uses, heritage items and development standards such v
or ordinances as building density, heights and minimum lot sizes
4 Development control plans ® promote the objectives of local environment plans; includes
requirements for specific types or location of development, eg for
urban design or heritage properties.
Regional strategies ¢ plan for jobs, investment and population growth (particularly to
secure adequate supplies of land for development) while protecting
environmental and cultural assets and resources
Victoriad
1 Metropolitan strategy® ® plan for expected population growth in Melbourne v
2 Planning policies ® must be included in the local planning schemes
3 Planning schemes ¢ zones and other guidelines for development; includes the State 4

Growth Area Framework
Plans
Precinct Structure Plans

Queenslandf

1

6

State planning regulatory
provision9
statutory regional plans

Regional plans

State planning policy

Standard planning scheme
provisions

Local planning schemes

Western Australiah

Spatial frameworki
State planning strategy
Local planning strategies

Regional, district and local
structure plans
Regional planning schemes

Local planning schemes

Planning Policy Framework
set the regional framework for urban growth based on strategic
directions

detailed zoning and infrastructure requirements in growth areas v
regional and master planning; infrastructure funding v
identify desired regional outcomes and policy for land use, 4

infrastructure and conservation

integrated planning policy for the region

State policy about a matter of State interest

consistent structure and standard provisions for local level integrated
planning

zones and development requirements in line with the state plans 4

planning for population and metropolitan growth

the main strategic state planning issues facing up to 2029

set out general planning aims of local governments; interpret state

and regional policies; provide rationale for zones and controls in

local schemes

provide a framework for the coordinated provision of services,
infrastructure, land use and development. They help planners

consider rezoning, subdivision and development applications

contain zones, reservations and planning controls. The key scheme v
for Perth is the Metropolitan Region Scheme

contain zones, reservations (for infrastructure and other public uses) v
and planning controls

(Continued next page)
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Table 3.3 (continued)

Plan Details Statutory

Western Australia (continued)

6 State planning policies e broad planning controls that guide DA and creation of plans, which
may be specific to a region

6 Development control policies e less formal State planning policies, covering topics including the
subdivision of land, development control, public open space, rural
land use planning and residential road planning

7  Planning bulletins ¢ additional guidance and advice on statutory planning issues such
as designing out crime, child care centres and residential
leasehold estates

8 Local planning policies guide DA and creation of local plans

South Australia

1 Planning Strategyj ® direction for state land use and development v

2 Regional plans e targets for population, land supply, water, energy efficiency,
housing affordability, conservation, transport planning and major
infrastructure

3 Development plans ® zones, maps and policies which regulate land use and potential 4
development

Tasmaniak

1 Local planning schemes ¢ zones and planning controls; must align to state planning policies v

AcT!

1 National Capital Plan ¢ provides a broad land use plan for the ACT as a whole and 4

detailed planning framework for areas of significance to Canberra
as the national Capital, and is administered by the Commonwealth
2 Territory plan e zones and precincts, objectives and development requirements 4
applying to each zone, and development and precinct codes
3 Spatial plan™m strategic planning document for urban growth and change over
the next 30 years

4  Planning strategy constituted by the spatial plan and the transport plan

Northern Territory
1 Planning scheme e zones, policies and objectives for development v

2  Strategic plann e targets for land and infrastructure developments

A The planning instruments that are numbered should be consistent with plans above them in the hierarchy.
b Related plans: The Metropolitan Transport Plan — Connecting the City of Cities (the final draft was not yet
published in July 2010). € Sydney to 2031: City of Cities: A Plan for Sydney’s Future, which has been given
statutory effect through a Ministerial Direction under s 117 of the planning Act. d Related plans: Transport
Plan (aligned with the land use plan), infrastructure plan, centres structured plan. € Melbourne 2030: planning
for sustainable growth (2002) and Melbourne @ 5 million. f Related plans: Infrastructure plan (supports the
state planning regulatory provision). 9 The South East Queensland Regional Plan 2009-2031. hState,
regional and local planning frameworks bring together policies, strategies and guidelines. ' Directions 2031:
Spatial Framework for Perth and Peel (2009). J The 30 Year Plan for Greater Adelaide is part of the planning
strategy. kK Tasmania has State Planning Policies related to coastal, agricultural and water, which are not
comparable to other plans in this table and have therefore been omitted. Related instruments include Planning
directives and Strategic policy. I Related plans: Sustainable transport plan, Neighbourhood plans,
Telecommunications plans, Statement of planning intent (yearly statement establishing government planning
direction), Planning strategy (long-term planning policy and goals relevant to planning; not used in DA).
M Canberra Spatial Plan (2004). M Territory 2030 Strategic Plan.

Source: State and territory planning websites
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In each state there are council level statutory plans that include zones and rules for
development. In general, higher-level documents are policy or big picture
documents but are not binding, while the lower level documents increase in both
detail and the likelihood that they include binding rules. Table 3.3 indicates which
plans are statutory in nature. Chapter 9 discusses the implementation of state-level
strategic plans and how they are aligned to council and regional plans.

Although the way plans are structured varies greatly between jurisdictions, there are
many common elements (table 3.4), including high level strategic plans which
indicate goals and set the direction for state planning, metropolitan land use plans
(often described as strategic spatial plans, indicating that they define land uses for
certain areas as well as goals and policies) and infrastructure plans which are
necessary to facilitate desired land uses. Some jurisdictions have a range of plans
that make up each category — for example, Western Australia nominated eight
documents for its Perth metropolitan strategic and spatial plan. Tasmania is missing
almost all of these plans, and the Northern Territory is yet to develop an
infrastructure plan.

Table 3.4  State and territory planning documents

NSW Vic Qld WA SA Tas ACT NT

State level economic 4 v v va v xb v v
development strategy

Regional strategic plans v v v v v xb ve v
Capital city metropolitan v v v v v xb v xd
strategic and spatial plan

Regional city strategic plans v v v v np€ xb na® x
State level infrastructure plan v x v x v «f v xb
Regional infrastructure plans v x v v v x9 na® xb
Capital city infrastructure plan v v v v v xb v xb
Infrastructure plans for key v x v x npe  xb na¢ xb

regional cities

a This role is covered by the Department of State Development and the State Planning Strategy rather than a
State level economic development strategcy. b These plans are currently being developed. € The ACT
advises that this is not a fully active plan. 9 The new plan is being considered for release by cabinet. € ‘np’
not provided; ‘na’ not applicable — the Australian Capital Territory does not have regional cities. f Tasmania’s
state infrastructure plan is available on the infrastructure department website, however it is not a plan in the
sense of being a document that can be downloaded. The lack of an easily available plan makes it difficult for
businesses and developers to adapt their own plans to a state direction. 9 There are regional plans for
transport but they do not relate to the whole of Tasmania.

Source: PC State and Territory Planning Agency Survey 2010 (unpublished, question 1).

Local councils also administer various restrictions on permissible development. The
local plans are listed as part of the hierarchies in table 3.3. They contain zones
which prescribe in detail the kinds of developments that are permitted or not
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permitted within that zone. As well as zones, some jurisdictions have even more
detailed restrictions for sub-zones (table 3.5). For example, all councils have a
residential zone, but Adelaide City Council has 11 residential zones. Hobart City
Council has four residential zones and 25 sub-zones (called precincts) under them.
Melbourne, on the other hand, has three residential zones containing all zone
requirements.

Victoria and South Australia use zone terminology consistently, as do the
Territories by implication because they do not have local council plans. However
Queensland calls zones different things in different council areas and sometimes
there are differences even within councils where plans have not been updated after
council amalgamations. Alternative names for ‘zones’ in Queensland include
precincts, precinct classes, area classifications, domains, constraint codes, use codes
or planning areas.3 In many cases, the sub-zone level contains the relevant
development restrictions and is essentially the same as the zones in jurisdictions that
do not have sub-zones.

Overlays are used to set other area-specific requirements, for example extra safety
precautions needed in bushfire prone areas. An overlay may apply to an area
containing many different zones. Five jurisdictions use the word ‘overlays’ in local
plans; other jurisdictions have similar requirements but in different formats. Most
overlays relate to environmental and heritage considerations, for example flood
plains, acid sulphate soils and wetlands.

Zones and overlays are not the only development controls. Council plans also
contain requirements directed at specific plots of land, for example, a section of the
local plan might relate to ‘development of certain land bordered by X and Y roads’.
Finally there are development requirements that apply generally across the local
council area, such as signage rules or provision of open space.

To comprehensively document the types of development restrictions, a full survey
of all the local councils would be necessary. However table 3.5 provides an
indicative summary, and more detail is in appendix D.

3 These names for zones are used in Toowoomba, Logan, Sunshine Coast, Gold Coast and
Townsville. Precincts are sub-zones in the Beaudesert Planning Scheme (now part of Logan
Council), for example, the rural zone has 10 precincts, which is where the development
requirements are found. In other planning schemes, precinct classes and precinct codes are
zones (Maroochy, now part of Sunshine Coast Regional Council, and Toowoomba, for
example). With the introduction of the Sustainable Planning Act 2009, it is now possible for
standardisation in planning scheme provisions and terminology across local government plans.
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Table 3.5 Local council planning controls

Type of NSW Vic Qld WA SA Tas ACT NT
control
Overlays@ Overlays Overlays Overlays 4 Overlays Overlays v
Areas within Districts Area
overlays specific
objectives
Sub-areas Sub-
within districts
overlays
Super-zones Localities CodesP
Zones Zones Zones Zones® Zones Zones Zones Zones Zones
Sub-zones Sub- Precincts Policy Precincts Precincts
areasd areas
Other detailed e Vi v9 vh vi Vi sk s
controls
Policies Local Statements Implemen-
planning of planning tation of
policies policy state policy

a QOverlays are broadly defined as area specific controls that regulate an aspect of development, such as
heritage or bushfire protection. In Western Australia and Northern Territory, such controls exist but are not
necessarily termed ‘overlays’. b Development codes exist for areas such as the city centre and town centres.
Zones are organised within them. € Referred to, in different councils, as zones, precincts, precinct classes,
area classification, domains, constraint codes, use codes or planning areas. d Also known as precincts in
some council ﬁlans. € Site specific controls and general controls. f General controls. 9 Site specific controls
and codes. Additional, restricted, special or non-conforming uses; Special control areas; Development
standards and requirements. ! Objectives and principles of development control. JUse categories,
development plans, special areas, overall objectives and standards for development and use. k Exempt,
assessable, prohibited uses. I Area plans; development performance criteria.

Sources: State and territory planning documents and websites.

Regulatory bodies

Each jurisdiction has a variety of regulatory bodies which administer and enforce
the planning system, from the early state-level strategic planning stages through to
more tangible statutory planning and zoning and finally development assessment.
These bodies aim to promote the orderly and sustainable use and development of
land through the consistent application of the laws and guidelines discussed above
and also to construct and amend those instruments through evidence, consultation
with stakeholders and expert advice.

Key planning body

Each state and territory has either a planning department or authority to engage in
high-level strategic planning and guide the creation of more detailed, local level
plans (table 3.6). Additional functions of these key agencies include updating and
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enforcing plans and guidelines, advising the Minister and coordinating other
planning bodies. Tasmania and Western Australia have state-level commissions that
perform most of the functions assigned to planning departments in other
jurisdictions (Tasmania is the only state without a planning department — planning
comes under the Department of Justice). In 2009-10, Queensland was the only state
to group departmental responsibility for infrastructure with planning. Western
Australia split its Department for Planning and Infrastructure into the Department of
Planning and the Department of Transport on 1 July 2009. The ACT has two key
planning authorities, reflecting the Commonwealth’s involvement in planning in
Canberra. The key agencies involved in planning in each state and territory are
illustrated in figure 3.1.

Table 3.6 Lead planning agencies

NSW Department of Planning?

Vic Department of Planning and Community Development
Qld Department of Infrastructure and PlanningP

WA Western Australian Planning Commission €

SA Department of Planning and Local Government

Tas Tasmanian Planning Commission

ACT ACT Planning and Land Authority

Cwilth (in ACT) National Capital Authority

NT Department of Lands and Planning

a Renamed the Department of Planning and Infrastructure in April 2011. b Renamed the Department of Local
Government and Planning in February 2011. € Supported by the Department of Planning.

Planning Ministers

In most jurisdictions, the minister responsible for planning is involved in higher-
level planning as well as changes to statutory plans (whether local or state-level)
which must be signed off by the minister. Ministers can also be involved directly in
DAs — usually those of major significance to the state — on advice from the
department or planning commission. The exception to this is Western Australia,
where the minister, under the Planning and Development Act, does not have call-in
powers or the power to decide development applications.4 In Western Australia and
the ACT, planning and land supply responsibilities are shared by two ministers —
the minister for Regional Development and Lands and the Minister for Planning in
Western Australia, and the Minister for Land and Property Services and Minister for
Planning in the ACT. The Commonwealth Minister for Regional Australia,
Regional Development and Local Government is also responsible for airports and
some planning in the ACT.

4 The Minister, under the Act, can only call in appeals to the State Administrative Tribunal.
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Local councils

In the six states, local councils or council-level planning panels assess most of the
proposed developments within their local government area. The ACT does not have
local councils and councils in the Northern Territory do not have planning
functions.

Democratically elected councillors have the power to determine (approve or refuse)
projects but delegate that responsibility in most cases to their planning staff.
Council staff qualified in town planning and related disciplines undertake
assessment of the project, make recommendations to councillors and determine the
vast bulk of development applications. Chapter 9 provides further detail on
resourcing and staff levels in local councils.

Government Land Organisations (GLO)

Each jurisdiction, except Tasmania, has an independently run government land
development organisation (table 3.7). These organisations are used to promote
certain aims of government such as affordable housing or urban renewal, and most
are charged with generating a commercial return. All are involved in housing
development, but other functions can include providing advice to government,
coordinating land release and providing infrastructure. They are often called on by
government to engage in projects or activities that may be considered too risky or
unprofitable by the private sector. For example, they might ‘de-risk’ a site by
consolidating land for infill development and obtaining the necessary approvals
before passing the site to private developers. Queensland’s Urban Land
Development Authority is also responsible for planning and approvals in declared
urban development areas. For more information on government land organisations,
see chapter 5.
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Table 3.7  Activities and objectives of GLOs2
Landcom VicUrban ULDA LandCorp LMC LDA LDC

NSW Vic Qld WA SA ACT NT

Commercial returns v v v v v v
Build/promote affordable v v v
housing
Promote government objectives v 4 4 v
Environmental conservation v v v v
Advise government v v v
Land release v v v v v
Planning and approvals v
Development activities:

Infrastructure v v v v

Urban infill v v v v v v

Greenfield v v v v v

Innovative v v

Residential v v v v v v

Commercial v v v v v

Industrial v v v v v

a Government Land Authorities. ULDA: Urban Land Development Authority, LMC: Land Management
Corporation, LDA: Land Development Agency, LDC: Land Development Corporation.

Sources: Landcom Corporation Act 2001 (NSW); Victorian Urban Development Authority Act 2003 (Vic);
Urban Land Development Authority Act 2007 (Qld); Western Australian Land Authority Act 1992 (WA); Public
Corporations (Land Management Corporation) Regulations 1997 (SA); Planning and Development Act 2007
(ACT); Land Development Corporation Act 2009 (NT).

Other significant planning bodies

In each jurisdiction there are a number of additional planning bodies with various
specialised functions (table 3.8). In contrast to the broad scope of those bodies
discussed above, these additional planning bodies typically operate in limited areas
(such as greenfield sites) or handle a limited range of developments (such as those
where conflicts of interest may arise). Chapter 7 and appendix G contain further
details on when these bodies operate and on alternative assessment paths generally.

Development Assessment Panels are operating in South Australia and New South
Wales and are being introduced in Western Australia (Day 2010). They are
responsible for some DA decisions and are generally composed of a mix of
councillors and specialist independent members. Panels in other jurisdictions
(Victoria, Queensland and the Northern Territory) are more advisory in nature.

74 PLANNING, ZONING
AND ASSESSMENTS



Table 3.8

Other planning and assessment bodies

Name

Function

NSW Planning Assessment Commission

Joint regional planning panels

Sydney Metropolitan Development
Authority

Independent Planning Assessment
and Review Panel

DAs for Part 3A projects with conflict of interest
issues; advises the minister
DAs for regionally significant developments

Drive future transit-oriented development and urban
renewal (announced Feb 2010 and established in
Dec 2010)

Strategic inquiry or review of particular planning

matters;2 exercise the functions of a local council
where there is unsatisfactory performance in
planning and development

Vic Growth Areas Authority Planning in designated greenfield areas
Planning Panels Victoria Provide independent assessment of planning
proposals; includes responsibility for Advisory
Committees
Qld Development Assessment Panels  Advice and some DA in iconic placesP
Regional Committees There are many different types of Regional
Committees, with responsibilities ranging from
coordination to social infrastructure
WA Regional Development Authorities Redevelop an allocated site, usually urban infill
SA Development Assessment Advice, assessment and decision making for certain
Commission developments®
Development Assessment Panels  Established by councils to do DA
The Government Planning and Whole of government coordination on infrastructure
Coordination Committee provision for new lots
Tas None
ACT  National Capital Authority Commonwealth body which administers the National
Capital Plan
Department of Land and Property  Established 2009 to increase coordination between all
Services levels of government and industry in the area of
land planning
NT Capital City Committee Plan Darwin’s future

Urban Design Advisory Panel
Development Consent Authority

Advise Capital City Committee
DA in the larger population centres®

@ This includes providing recommendations. b These panels operate only in the specific iconic areas for
which they are created. Councils still do most DAs in those areas except where a development might have a

substantial effect on the place’s iconic value.

C These are prescribed in the Development Act and

Regulations, and include certain developments of significant regional impact, certain types of development in
key areas, most Housing SA and Land Management Corporation applications and certain types of

development by government or involving government land.

d These panels have council and independent

members. € In other areas the Minister is the consent authority. Currently there are 7 division areas where the
Development Consent Authority is responsible for DA: Alice Springs, Batchelor, Darwin, Katherine, Litchfield,
Palmerston and Tennant Creek.

Sources: State and territory planning agency websites.
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Implications of structures for planning functions and governance

Given the wide variety in planning structures in place in the states and territories
(figure 3.1), there are some significant differences in functions undertaken at the
different levels of government (table 3.9). Western Australia and South Australia
seem to have systems which place more functions directly at the state level. For
example:

o Western Australia has been described as having the most centralised system
(Stein 2008). The Western Australian Planning Commission, for example, is the
only body in Western Australia which can approve subdivisions (table 3.9) and it
has responsibility for all DAs, which it then delegates to councils.>

« South Australia also approves subdivisions at a state level (after an assessment
by local councils) and was the first to use planning panels separate from local
councils to decide development applications.

In the New South Wales, Victorian, Queensland and Tasmanian® systems, decision
making is more focused at the local council level. In these states, councils bear sole
responsibility for subdivision (apart from a matter which has been deemed, for
example, to be state significant).

Other notable differences in jurisdictional regulatory arrangements include the
absence of Ministerial call-in or DA powers in Western Australia;’ no development
assessment by state agencies in Victoria; and the involvement of the
Commonwealth in ACT planning.

Referral processes and agencies

Referral processes (known as concurrence in Queensland) compel the primary
assessment body to obtain specialised advice on issues such as roads, bushfire or
environmental protection that may be affected by a development or planning
scheme amendment.

5 Western Australia advises that the WAPC also has the power to delegate subdivisions, and has
recently chosen to delegate some strata subdivisions to local councils. Its responsibility for DA
relates to Region Schemes only.

6 Although not shown in table 3.8, all the statutory planning in Tasmania is at a council level
(table 3.3), although this will change as the Tasmanian Planning Commission develops
metropolitan and strategic plans in line with the COAG Capital Cities project.

7 Except in relation to State Administrative Tribunal appeals, which can be called in by the
Minister if considered to raise issues of state or regional importance that require ministerial
determination.

76 PLANNING, ZONING
AND ASSESSMENTS



Table 3.9 Planning functions by level of government

Body DA  Local plan  Local plan Subdivision State strategic
preparation approval planning
NSW Council v v v v
State@ v v v
Minister 4 vb v
Vic Council v v ve v
State? vd v
Minister v Ve v
Qld Council v v v v
State@ v v
Minister v v v
WA Council v v v
State@ ve vf v9g v v
Minister v v
SA Council v v v vh
State@ v vi vh v
Minister 4 vi v v
Tas Council v v v v
State? v vk v v
Minister v v v
ACT Territory?@ v v v v v
Minister v v v v
Cwith (in ACT) NCAM v sn v
Minister v
NT Territory@ v vo v v
Minister v vP v v

2 State/territory department (see table 3.6) or other state/territory-level agency designated for particular purposes or for
particular areas. b Final approval is by the Minister but interim approval is required from councils, the department and the
Minister. € The minister must approve the preparation of a planning scheme amendment and must approve the final
amendment, unless the final approval has been delegated to the council or approval authority. d This is a technical check
only, by the Department of Planning and Community Development. € The Western Australian Planning Commission has
responsibility for all DA but delegates most of its DA function to local councils. f If there are submissions to a local planning
scheme amendment which cannot be resolved by the planning authority, the Minister for Planning will appoint an
independent panel to consider submissions if the proposed amendment is to proceed. The Environmental Protection
Authority does an assessment for any scheme amendment. 9 The Minister must approve the scheme being advertised as
well as give final approval; the Western Australian Planning Commissions provides advice. h The Development
Assessment Commission issues the final approval, but the assessment is undertaken by Local Councils. ' Amendments
must undergo consultation with key government agencies. J Must agree on nature and scope of plan amendment. K The
Tasmanian Planning Commission can start the plan amendment process with the approval of the Minister. I The Minister or
ACTPLA can initiate a Territory Plan variation. ™ National Capital Authority. ™ The National Capital Authority is involved in
the consultation within government that occurs for a Territory Plan variation; it is also responsible for amendments to the
National Capital Plan. © The Department of Lands and Planning conducts a technical assessment of plan amendment
proposals. P Plan amendment proposals are made by the applicant to the Minister, and are assessed by the Minister.

Sources: State and territory planning agency websites

Jurisdictions differ on the number of referral agencies they have; the criteria that
determine when referrals are necessary; the way responses are coordinated; and the
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time allowed for responses. Some referral authorities have power to refuse an
application or impose conditions on approval, whereas others can only suggest that
the approval authority refuse the application or impose conditions. See chapter 11
for a discussion of referral processes by jurisdiction.

3.2 Development assessment processes

Development assessment (DA) is the process of ensuring that a proposed
development on land is consistent with the plans, zones and other instruments
specifying how the land is to be used. Members of the community will most often
encounter the land planning system at this stage.

There are many paths through the DA process depending on the nature and scale of
the proposed development. Some developments do not require formal assessment
while others go through a very lengthy and complex process; certain developments
are fast-tracked as ‘state significant’ projects whereby a decision is made by the
Minister rather than the council or the usual assessment authority.

The basic process for development approval is essentially the same across all
jurisdictions:

1. the applicant lodges an application with necessary documents and fees

2. the assessment authority checks the application and requests additional
information if the application is incomplete

3. the application may be passed to referral agencies and placed on exhibition for
comments from owners of neighbouring properties and from the community
(these may not happen concurrently)

4. relevant assessment authorities consider the application, taking into account
comments, submissions, and what is allowed under the planning regulation

5. the assessment authority decides to reject, approve or conditionally approve the
application

6. the applicant (or a third party, in some cases) may apply for independent review
of the decision.

After approval, responsibility for the enforcement of any approval conditions
depends on the nature of those conditions and may be split between the DA body
(usually the council), the building regulator and referral agencies. A fuller
description and analysis of the DA process is in chapter 7 and appendix G.
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DA process reforms

One of the key drivers of reform in the area of DA 1is the Development Assessment
Forum (DAF). The states and territories are in various stages of attempting to
implement the Leading Practice Model created by DAF (box 3.1) with the aim of
decreasing the length and complexity of the DA process (COAG Regulatory
Reform Plan April 2007). Chapter 7 table 7.10 shows which development
assessment tracks have been implemented by each state and territory jurisdiction.

Box 3.1 DAF leading practice model

DAF was created in 1998 to reduce the length and complexity of DA processes. It is made up of
representatives from all levels of government as well as members of the development industry and related
professional associations. In 2005, DAF produced a ‘Leading Practice Model’ to reduce unnecessary
application or information requirements and regulatory burdens on simpler developments. It was endorsed
by state and territory planning ministers in 2005 (LGPMC).

Stage 1: Policy

1. Effective policy development: Elected representatives should be responsible for the development of
planning policies. This should be achieved through effective consultation with the community,
professional officers and relevant experts.

2. Objective rules and tests: DA requirements and criteria should be written as objective rules and tests
that are clearly linked to stated policy intentions. Where such rules and tests are not possible, specific
policy objectives and decision guidelines should be provided.

3. Built-in improvement mechanisms: Each jurisdiction should systematically and actively review its
policies and objective rules and tests to ensure that they remain relevant, effective, efficiently
administered, and consistent across the jurisdiction.

Stage 2: Assessment

4. Track-based assessment: Development applications should be streamed into an assessment ‘track’
that corresponds with the level of assessment required to make an appropriately informed decision.
The criteria and content for each track is standard. Further details are provided below.

5. A single point of assessment: Only one body should assess an application, using consistent policy and
objective rules and tests. Referrals should be limited only to those agencies with a statutory role
relevant to the application. Referral should be for advice only. A referral authority should only be able
to give direction where this avoids the need for a separate approval process. Referral agencies should
specify their requirements in advance and comply with clear response times.

6. Notification: Where assessment involves evaluating a proposal against competing policy objectives,
opportunities for third-party involvement may be provided.

7. Private sector involvement: Private sector experts should have a role in undertaking pre-lodgement
certification of applications to improve the quality of applications; providing expert advice to applicants
and decision makers; certifying compliance where the objective rules and tests are clear and
essentially technical; and making decisions under delegation.

Stage 3: Determination

8. Professional determination for most applications: Most development applications should be assessed
and determined by professional staff or private sector experts. For those that are not, either (Option A)
local government may delegate DA determination power while retaining the ability to call-in any
application for determination by council; or (Option B) an expert panel determines the application.
Ministers may have call-in powers for applications of state or territory significance provided criteria are
documented and known in advance.

(Continued next page)
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Box 3.1 (continued)

Stage 4: Appeals

9. Applicant appeals: An applicant should be able to seek a review of a discretionary decision. A review
of a decision should only be against the same policies and objective rules and tests as the first
assessment.

10. Third-party appeals: Opportunities for third-party appeals should not be provided where applications
are wholly assessed against objective rules and tests. Opportunities for third-party appeals may be
provided in limited other cases. Where provided a review of a decision should only be against the
same policies and objective rules and tests as the first assessment.

Track-based assessment (further detail on leading practice 4)

The characteristics of the following development types are used to assign classes of use or assessment
track that appropriately reflect the minimum level of assessment necessary.

Track 1: Exempt
Development that has a low impact beyond the site and does not affect the achievement of any policy
objective should not require development assessment.

Track 2: Prohibited

Development that is not appropriate in specific locations should be clearly identified as prohibited in the
ordinance or regulatory instrument so that both proponents and consent authorities do not waste time or
effort on proposals that will not be approved. It should not be necessary to submit an application to
determine that a proposal is prohibited.

Track 3: Self assess

Where a proposed development can be assessed against clearly articulated quantitative criteria and it is
always true that consent will be given if the criteria are met, self assessment by the applicant can provide
an efficient assessment method.

Track 4: Code assess

Development assessed in this track would be considered against objective criteria and performance
standards. Such applications would be of a more complex nature than for the self assess track, but still
essentially quantitative.

Track 5: Merit assess

This track provides for the assessment of applications against complex criteria relating to the quality,
performance, on-site and off-site effects of a proposed development, or where an application varies from
stated policy. Expert assessment would be carried out by professional assessors.

Track 6: Impact assess

This track provides for the assessment of proposals against complex technical criteria that may have a
significant impact on neighbouring residents or the local environment. Expert involvement would be
required to prepare the application and generate predictions. Expert involvement is required to assess
impacts and the accuracy of predictions. This track expects that the proponent would prepare an impact
assessment as part of the application and that there would be pre-set criteria for the content and quality
standards of that impact assessment.

Source: DAF 2005.
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Statutory timeframes

Planning legislation sets out timeframes for a decision to be made on a development
application, however some timeframes are more binding than others. For example,
the jurisdictions differ in whether and how easily the timeframes can be extended,
and the consequences when timeframes are not met (table 3.10).

Figure 3.2 and table 3.10 show a very wide range of timeframes set for DA
decisions, with minima between 14 and 84 days (South Australia and the Northern
Territory respectively) and maxima between 42 and 196 (Tasmania and South
Australia). Most timeframes are also subject to ‘stop the clock’ provisions whereby
certain periods of time are not counted — for example, when the applicant is
responding to a request for more information.

Figure 3.2 Minimum and maximum statutory timeframes — days
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Sources: Environmental Planning and Assessment Regulation 2000 (NSW) cl. 113; Planning and Environment
Regulations 2005 (Vic) cl. 31 and Planning and Environment Act 1987 (Vic) s. 79; Sustainable Planning Act
2009 (QId) ss. 174, 176; Planning and Development Act 2005 (WA) ss. 249, 253; Development Act 1993 (SA)
s. 41 and Development Regulations 2008 (SA) s. 41; Land Use Planning and Approvals Act 1993 (Tas) ss. 57,
59; Planning and Development Act 2007 (ACT) ss. 150, 118, 122, 131; Planning ACT 2009 (NT) s. 112.

NT

While timeframes would be expected to differ for matters of varying complexity —
for example, a complex infill apartment building application beside a local park
should obviously take more time and attention from a regulator than a simple new
shop in a greenfield area — it is nevertheless unclear why similar applications in
different jurisdictions should be the subject of decision-making differences of such
magnitude. Queensland and South Australia have a particularly wide range of
possible timeframes, reflecting discretionary extensions and longer times when
referrals are needed. Overall Tasmania has the shortest statutory timeframes, but
statutory times and time taken in practice, described in chapter 7, are quite different.
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Table 3.10 Statutory timeframes for deciding development
applicationsa

Calendar Consequence of a failure to meet the statutory timeframe
days

NSW 40-60P o deemed refusal
e applicant can appeal

Vic 60 o failure to grant a permit
¢ applicant can appeal; the tribunal is then responsible for issuing a planning
decision

Qld 28-140¢ e deemed approvald for code and compliance assessments if a deemed
approval notice is lodged by the applicant and not responded to

o deemed refusal for impact assessments
¢ applicant can appeal a deemed refusal

WA 60 o deemed refusal if applicant lodges notice of default
¢ the applicant can appeal

SA  14-196® « deemed refusal if the applicant gives two weeks notice seeking a decision

» the applicant may appeal or ask the Minister to appoint the DAC to make the
decision

o the assessment authority must pay court costs of an appeal, unless the delay
is not attributable to an act or omission of that authority

Tas 42 e deemed approval on conditions to be determined by the appeal tribunal
« the assessment authority must pay the applicant’s costs for the tribunal
hearing
ACT 28-63f  « deemed refusald
« the applicant can appeal to the tribunal which can issue a decision
NT 84 e no decision
¢ applicant may appeal the failure to make a decision

A These are statutory decision times — see chapter 7 for details on actual decision times by state. b 60 days
for designated development, integrated development or development for which the concurrence of a
concurrence authority is required, as defined in the planning Act and Regulations; plus possible extensions
depending on the submission period. Part 3A (soon to be replaced) contains different deemed refusal periods.
€ Four weeks for compliance assessment before the application is deemed approved; code assessment could
be four weeks or up to 32 weeks (7 months) with extensions; impact assessment involves consultation on top
of that. Time required for consultation and for applicant responses to information requests is not included in
the table. d Referral agencies in the ACT and Queensland are subject to deemed approvals if they fail to
decide applications in the statutory timeframe. This is three weeks in the ACT and six weeks plus possible
extensions of six weeks in Queensland. © Two weeks for complying developments, but up to 12 weeks for
other approvals and potential extensions of six weeks for referrals and 10 weeks for ministerial input, plus
potential extensions. f Four weeks for code track applications; nine weeks for merit and impact track or six
weeks ‘if no representation is made in relation to the proposal.

Sources: Environmental Planning and Assessment Regulation 2000 (NSW) cl. 113; Planning and Environment
Regulations 2005 (Vic) cl. 31 and Planning and Environment Act 1987 (Vic) s. 79; Sustainable Planning Act
2009 (Qld) ss. 174, 176; Planning and Development Act 2005 (WA) ss. 249, 253; Development Act 1993 (SA)
s. 41 and Development Regulations 2008 (SA) s. 41; Land Use Planning and Approvals Act 1993 (Tas) ss. 57,
59; Planning and Development Act 2007 (ACT) ss. 150, 118, 122, 131; Planning ACT 2009 (NT) s. 112.

For most jurisdictions, the consequence for failing to meet the statutory deadline is
that the development is deemed to have been refused, allowing applicants to appeal.
However, appealing is very costly and time consuming for an applicant. While
courts are a necessary path of redress, the system should, as much as possible, be
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geared toward resolving conflict at an earlier stage. In the ACT and Queensland a
failure to meet the referral time limit is a deemed approval from the referral agency
(or an assessment with no conditions required), and approval agencies in
Queensland also face deemed approvals in relation to code and compliance
assessments.

3.3 Appeal processes

Planning decisions can be highly complex and involve significant trade-offs
between the interests of different parties. As a result, there are various channels
available to development applicants and third parties to have DA decisions
reviewed. These channels include internal administrative review mechanisms as
well as formal merit and judicial appeals (table 3.12).

Appeal data for 2009-10

On absolute numbers, Victoria has almost six times more appeals than any other
jurisdiction (table 3.11). When adjusted for population, Victoria and Tasmania have
more than three times the number of appeals of any other jurisdiction (figure 3.3).
This reflects the fact that Victoria and Tasmania allow for more third party appeals
than other jurisdictions (table 3.13).

Figure 3.3 Number of appeals against DA decisions, 2009-102
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@ Data sourced from court and tribunal annual reports. Merit appeals only, where that data is separately
available. Appeals lodged in 2009-10, not decided in 2009-10. Data is state wide, not limited to the cities in
this study. Population by state or territory at 30 June 2010.

Sources: Annual reports from the following state and territory courts and tribunals: Land and Environment
Court (NSW), Victorian Civil and Administrative Tribunal (Vic), Planning and Environment Court (Qld), State
Administrative Tribunal (WA), Environment, Resources and Development Court (SA), Resource Management
and Planning Appeal Tribunal (Tas), ACT Civil and Administrative Tribunal (ACT), Lands, Planning and Mining
Tribunal (NT); PC State and Territory Planning Agency Survey 2010 (unpublished, question 23); PC Local
Government Survey 2010 (unpublished, question 26); ABS, 2010d.

REGULATORY 83
FRAMEWORK



Table 3.11 Detail of appeals against DA decisions, 2009-102

Number Details

NSW 577 Merit appeals lodged in 2009-10.

Vic 3 326 Planning matters lodged 2009-10. Breakdown of merit and judicial appeal
data is not available.

Qld 679 Matters filed in the Planning and Environment Court 2009-10. Breakdown of
merit and judicial appeal data is not available

WA 355 444 applications received by the development and resources stream of State

Administrative Tribunal: 80% of these are review of decisions of State and
local government authorities in relation to planning (development and
subdivision) applications.

SA 304 Merit appeals lodged in 2009-10.

Tas 299 Appeals and applications under the Land Use Planning and Approvals Act,

2009-10. The majority of the Tribunal’s work is concerned with ‘permit’
appeals, but a breakdown was not available.

ACT 26 Cases lodged for administrative review of planning matters. Breakdown of
merit and judicial appeal data is not available.

NT 10 Planning appeals lodged. Breakdown of merit and judicial appeal data is not
available.

A Data sourced from court and tribunal annual reports. Merit appeals only, where that data is separately
available. Appeals lodged in 2009-10, not decided in 2009-10. Data is state wide, not limited to the cities in
this study.

Sources: Annual reports from the following state and territory courts and tribunals: Land and Environment
Court (NSW), Victorian Civil and Administrative Tribunal (Vic), Planning and Environment Court (Qld), State
Administrative Tribunal (WA), Environment, Resources and Development Court (SA), Resource Management
and Planning Appeal Tribunal (Tas), ACT Civil and Administrative Tribunal (ACT), Lands, Planning and Mining
Tribunal (NT); PC State and Territory Planning Agency Survey 2010 (unpublished, question 23).; PC Local
Government Survey 2010 (unpublished, question 26).; ABS, 2010d.

Applicant appeals

There has been widespread agreement across the states and territories through the
DAF leading practice model that, in respect of applicant appeals, ‘An applicant
should be able to seek a review of a discretionary decision. A review of a decision
should only be against the same policies and objective rules and tests as the first
assessment.” (DAF 2005; box 3.1) States and territories differ in the extent to which
this principle is implemented in their planning or other more generic legislation,
however all offer various avenues for applicants to seek a review (table 3.12).

Under Australian administrative law, any government decision is subject to judicial
review — that is, it can be brought before the courts for a ruling on whether it was
made according to law and according to procedural fairness. Review of the merits
of a decision is only available when provision for such a review is included in
legislation.
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Table 3.12 Appeal paths available to development applicants

Internal review  Mediation Independent merits review Judicial review@
Cwilth
e EPBC Act None None None Federal Court
o National None None None Federal Court
Capital
NSW Council reviewl Court may order Land and Environment Court of Appeal
Court
Vic None® Court may order Victorian Civil and Supreme Court of
Administrative Tribunal Victoria
Qld None Court may order Planning and Environment Court of Appeal
Courtd
WA None® Strongly State Administrative Supreme Court of
encouraged Tribunal Western Australia
SA None Compulsory Environment, Resources  Supreme Court of
and Development Court South Australia
Tas Objection to Compulsory Resource Management Supreme Court of
DAPf and Planning Appeal Tasmania
Tribunal
ACT Reconsideration Usually ACT Civil and Supreme Court of
by ACTPLA compulsory Administrative Tribunal the ACT
NT None Court may order Lands, Planning and Supreme Court of
Mining Tribunal the Northern
Territory

a8 No merits review available: applicant can only appeal on procedural fairness or a question of law. b The
applicant can apply to council for a review of a determination under s. 82A of the Act. € No internal appeal
after decision is made, but beforehand, in some cases, permit applicants can have the report and
recommendation/s on the permit application considered by the council or a committee of the council.
dAppeals under building legislation and some planning appeals are heard by Building and Development
Dispute Resolution Committees. € Councils and the Western Australian Planning Commission do not have
internal reviews, but most of the Western Australian Redevelopment Authorities allow applicants to ask for a
review of a condition or make minor amendments to their original plans. fThe Development Assessment
Panel will hear objections only on draft conditions and only in relation to projects of regional significance.

Sources: PC State and Territory Planning Agency Survey 2010 (unpublished, question 25).; DAF 2009;
Administrative Appeals Tribunal Act 1975 (Cwilth) s. 44; Land and Environment Court Act 1979 (NSW) s. 57;
Victorian Civil and Administrative Tribunal Act 1998 (Vic) s. 148; Planning and Environment Court Rules 2010
(Qld) s. 44; State Administrative Tribunal Act 2004 (WA) s. 105; Environment, Resources and Development
Court Act 1993 (SA) s. 30; Resource Management and Planning Appeal Tribunal Act 1993 (Tas) s. 25; ACT
Civil and Administrative Tribunal Act 2008 (ACT) s. 86; Lands, Planning and Mining Tribunal Act 2010 (NT)
s. 37.

In all jurisdictions, development applicants can apply for an independent merits
review by a court or tribunal. The enforcement of conditions imposed on
development can also be appealed (except in relation to state and territory agency
decisions in Queensland and the ACT). Rezoning is not appealable in any
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jurisdiction.8 Of state and territory planning department decisions, only
development assessments can be appealed.

Decisions made by the Commonwealth under its environmental conservation laws
or National Capital legislation are not subject to either internal review or formal
review, including by the Administrative Appeals Tribunal.

Internal merits review is available in the ACT and to a limited extent in Tasmania
and New South Wales. Internal merits reviews can be a faster, cheaper and less
formal review path. Queensland’s Building and Development Dispute Resolution
Committees are run in an informal way without legal representatives and hear
applicant and third party appeals. This kind of informality helps keep costs low and
increases accessibility to redress in planning matters. Alternative paths, including
mediation, increase the likelihood that matters can be settled without recourse to
more time-consuming and expensive formal legal avenues of redress, although
formal appeals are still a necessary part of the system.

Third party appeals

Third party (that is, non-applicant) appeals may improve the quality of decisions by
reducing the scope for deals between developers and regulators and by catching
poor decisions. Furthermore, the ability to appeal an unpopular development can
protect neighbourhood amenity and enhance community trust in the system.
However, this comes at the cost of increased delay for developers and possible
frivolous or anti-competitive claims (see chapter 8).

The DAF leading practice model, which has been endorsed by state and territory
planning ministers (LGPMC 2005), provided that:

‘Opportunities for third-party appeals should not be provided where applications
are wholly assessed against objective rules and tests.

« Opportunities for third-party appeals may be provided in limited other cases.

« Where provided, a review of a decision should only be against the same policies
and objective rules and tests as the first assessment.” (DAF 2005, box 3.1).

8 Note that zoning changes are not classed as development applications; the decision to consider
whether to re-zone or seek a scheme amendment is at the discretion of consent authorities or
other regulators. The Victorian system includes public hearings by Planning Panels Victoria
where there are unresolved submissions in relation to a rezoning or other scheme amendment.
These hearings provide an opportunity for independent assessment of a proposal before a
decision is made, and off-set the implications of decisions not being appealable.
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Where applications are wholly assessable against objective rules and tests (DAF
tracks 1-4 box 3.1), judicial review is available in all jurisdictions if the applicant
believes the assessment has not been done according to those rules.

Trenorden (2009) suggests that endorsement by LGPMC of the DAF leading
practice for third party appeals was a catalyst for reducing the extent of third party
appeal rights in the states and territories. In practice, the states and territories differ
considerably in the extent to which they have implemented these agreed principles
for third party appeals.

Most states and territories have strict requirements to prevent or limit the number of
third party appeals of the merits of a DA decision, table 3.13. Western Australia has
no third party appeal rights. New South Wales and Queensland allow third party
appeals only for a very limited number of types of development applications.

Third party appeals are most commonly excluded where:

o developments are smaller in scale and impact and are therefore assessed on
objective criteria without public consultation

o developments are major developments that underwent rigorous consultation
processes, and the third party did not make an objection at the public
consultation stage.

The first point is implemented differently in different jurisdictions. In Queensland,
for example, most applications to extend or construct new buildings within
commercial centres and industrial zones are code assessable development and
therefore no third party appeal rights exist (Brisbane City Council, sub. 18). New
South Wales and South Australia limit appeals to DAs that have been through the
more rigorous assessment process, as per the second point.

Queensland and the ACT follow DAF leading practice in this area — that is, to
exclude a third party merit appeal where the decision is made under exempt,
prohibited, self-assess and code assess development tracks; and allow appeals in the
remaining cases (merit and impact development tracks). More information on
development tracks is in chapter 7.

At the other end of the spectrum, Victoria allows third party appeals by any party in
almost all cases, and Tasmania allows appeals by anyone who objected at an earlier
stage in the planning process. When Tasmania canvassed public opinion there was
overwhelming support for third party appeal provisions. (PC State and Territory
Planning Agency Survey 2010 (unpublished, question 43))
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Table 3.13 Third party appeal rights

NSW e a very limited number of types of DA are subject to third party appeal if the third party
formally objected at an earlier stage. Designated development which can be appealed
includes farming, mining and polluting industries but not houses, flats or retail

buildings.2 Third parties can appeal projects decided under Part 3A (Major
infrastructure and other projects).P
Vic « third party appeals are possible for almost all DA decisions®

Qld « no third party appeal are available on code assessable development, compliance
assessment applications, master plans, enforcement notices, compensation claims or
infrastructure charges, in any circumstances

« third parties who have made a submission during consultation can appeal an approval
or the part of an approval that requires impact assessment

WA e no third party appeal rightsd
SA « no third party right of appeal is available against Category 1 or 2 development
applications®

¢ appeal rights are only available to persons who have made a representation to a
Category 3 development application.
Tas « third party objections are possible on all discretionary applications
« third party appeals are open to anyone who made an objection at the consultation
stage

ACT e athird party can appeal merit or impact track development applications that went
through the major notification process if (a) they made an objection during the public
consultation phase and (b) they can establish they could suffer material detriment if the

development goes aheadf

NT « a third party who made a submission under the Act in relation to a development
application within or adjacent to a residential zone may appeal the decision in very

limited circumstances9

a A definitive list can be found in Schedule 3 of the Environmental Planning and Assessment Regulation 2000
(NSW). b Exceptions: no appeal can be made if a concept plan has been approved for the project; or the
project has been the subject of either the Planning Assessment Commission or a report prepared by a panel
of experts; or when the project has been declared critical infrastructure. € Exceptions: a developer can
request the Minister remove the third party appeal process from applying to a DA, provided there has been
some form of public consultation. dThe only exception is if a local planning scheme or local law allows a third
party to apply to the State Administrative Tribunal (SAT) for review of a decision. SAT may allow a third party
who has a sufficient interest in a matter to make submissions, where ‘sufficient interest’ is considered to be a
legal interest or some other direct, material and special interest in the outcome of the application that is unique
to it and not shared by the public generally or a segment of the public. € Categories 1 and 2 include all
development within the appropriate zone, eg housing within a residential zone. Category 3 is everything not in
Category 1 or 2. f Not including material detriment to commercial competitors for DAs in town centres, civic or
industrial areas. 9 Decisions relating to a detached dwelling or attached dwellings that do not exceed two
storeys above ground level are not appealable; nor are non residential uses within a residential zone (such as
bed and breakfast accommodation, home occupations, child care centres, caretakers residences and medical
consulting rooms) if the use complies with the provisions of the Planning Scheme and the consent authority
has not varied or waived any requirements of the provisions.

Sources: State and territory planning agency websites; PC State and Territory Planning Agency Survey 2010
(unpublished, question 43).; Trenorden 2009; Environmental Planning and Assessment Act 1979 (NSW)
ss 75L, 98; Planning and Environment Act 1987 (Vic) s 82; Sustainable Planning Act 2009 (Qld); Development
Act 1993 (SA); Planning and Development Act 2005 (WA); Land Use Planning and Approvals Act 1993 (Tas);
Planning Act 2009 (NT) s 117; Planning and Development Act 2007 (ACT) s 156 and schedule 1.
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3.4 Recent and proposed reforms

The state and territory planning systems are highly complex and are continually
being updated. All the states and territories have implemented recent reforms or are
in the process of doing so. Outlined below are details of significant changes within
each jurisdiction that have taken place since 2008 or are scheduled for
implementation in 2011.

New South Wales

Recently completed reforms include:

The New South Wales Planning Assessment Commission commenced operation
November 2008.

Joint regional planning panels commenced operation July 2009.

Planning reform legislation was passed mid 2008, including changes to
infrastructure contributions, codes, accreditation and local planning scheme
creation.

The draft activity centres policy was placed on exhibition 9 April 2009.

An integrated Metropolitan Transport Plan was released in February 2010,
which aligns the transport plan with the metropolitan strategy and includes a 10-
year funding guarantee (Department of Planning (NSW) 2010).

A standard instrument was created in 2006 to harmonise local environmental
plans, including promoting consistent use of terminology. It has 34 standard
zones and approximately 300 standard definitions, replacing approximately 3100
zones and 1700 definitions. At 30 June 2010, the Standard Instrument Local
Environment Plans had been ‘notified’® for only 16 of the 152 local government
areas in New South Wales (New South Wales Government, pers. comm., 17
January 2011).10

S94 infrastructure levies were capped at $20 000 or $30 000 for greenfield
development in September 2010. The Urban Taskforce claims that 19 councils
exceed this cap (sub. 59 pp 7-8).

The amount of time applicants have to lodge a merits appeal was cut from 12
months to six months in February 2011.

9 A Local Environment Plan (LEP) only comes into effect once it has been notified in the

Electronic Government Gazette.

10 Ag at 30 November, the number of Standard Instrument LEPs notified has increased to 26.
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Recently proposed reforms in New South Wales !lwill increase the statutory
decision timeframe (from 40 or 60 days to 50 or 90 days), while limiting ‘stop the
clock’ provisions. If passed in their current form, the new regulations will also raise
the bar for what amounts to "physical commencement" to prevent the lapsing of a
development consent (survey work will no longer be enough).

The current government is pursuing a decision to abolish Part 3A which formerly
allowed the minister to call in developments and was considered by some councils
and communities to lack transparency. The details of what will replace Part 3A have
not yet been decided. A review of planning has also been announced (O’Farrell,
2011).

Victoria

Melbourne @ 5 Million was released in December 2008 to plan for population
growth to five million. However, Victoria is in the process of developing a new
outcomes based metropolitan strategy to replace Melbourne 2030 and Melbourne @
5 Million.

Development Assessment Committees were introduced in March 2010 to consider
and determine planning permit applications for projects of metropolitan significance
that are located within Melbourne’s key activity centres. Victoria has committed to
commence reforms to the Act to replace Development Assessment Committees with
Planning Referral Authorities which will be triggered on an opt-in, opt-out basis via
a vote of the relevant municipality to make decisions on specified development
applications.

The Planning and Environment Amendment (Growth Areas Infrastructure
Contribution) Act 2010 was passed and commenced operation on 1 July 2010. It
included a significant expansion of the Urban Growth Boundary to accommodate an
additional 284 000 dwellings.

The Victorian Government is reviewing and updating the Planning and
Environment Act 1987. The review will identify opportunities to introduce the Code
Assess track for certain planning permit matters, and a new process for assessment
of state significant development.

IT Australia: NSW planning laws update - mixed blessings; Real Estate Markets Insights, 19
December 2010, Article by Nick Thomas
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The Government’s election policy commits to establishing an independent, broad-
based anti-corruption Commission for Victoria which will have the power to
investigate planning decisions in Victoria.

Relevant reviews and studies recently undertaken in Victoria include:

o Victorian Auditor-General review of Victoria’s Planning Framework for Land
Use and Development, 2008

o Victorian Competition and Efficiency Commission, A state of liveability: an
inquiry into enhancing Victoria’s liveability, October 2008

« Victorian Competition and Efficiency Commission, Local government for a

better Victoria: an inquiry into streamlining local government regulation, April
2010

« Department of Planning and Community Development, New Residential Zones
for Victoria and the Planning Permit Activity Report.

Queensland

In February 2011 the Department of Infrastructure and Planning was renamed the
Department of Local Government and Planning.

In 2006, the Department of Local Government and Planning reviewed the
(repealed) Integrated Planning Act 1997 (IPA). The Sustainable Planning Act was
passed in 2009 and seeks to achieve sustainable planning outcomes and streamline
development assessment through:

« managing the process by which development takes place;
« managing the effects of development on the environment;
« coordination and integration of local, regional and state planning matters; and

o ‘deemed approvals’ on certain code assessable developments which were
introduced to encourage assessment managers to abide by the legislated
timeframes.

The focus on improved streamlining has been reflected in the introduction of
Queensland Planning Provisions which provide a standard format and structure for
planning schemes across the state.

Compliance assessment has also been introduced which fast tracks low risk
developments (eg. a one into two lot subdivision) to provide greater certainty,
improvement in efficiencies, faster processing of applications and the flow on of
reduced costs for all involved in the application process.
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Additionally, new provisions were included to provide that electronic development
assessment systems can be used to lodge and process applications under SPA.

The Sustainable Planning Act 2009 also introduced, through Schedule 4 of the
Sustainable Planning Regulations 2009, an exemption for certain houses and
duplexes in residential areas from assessment against a planning scheme, thereby
removing the need to lodge a development application for a planning approval with
the local government. Only a building approval is required. This exemption was
introduced to address the issue of housing affordability.

The Sustainable Planning Act 2009 also enhances access to more options for
dispute resolution, for example, by expanding the jurisdiction of the Building and
Development Dispute Resolution Committee and giving the courts enhanced
powers in the case of vexatious appeals.

Other changes include:

« further powers were given to the State Planning Minister to amend or require
amendment of local planning instruments

o some changes were made to the way appeals can be dealt with, including
expanded power for the court to award costs against litigious competitors and to
excuse minor procedural non-compliance.

Western Australia
The new strategic plan, Directions 2031 and Beyond was released August 2010.

The amendment of Local Planning Schemes to meet State Planning Policies has
recently been completed.

Reforms currently underway include:

o the creation of DA panels to deal with all projects over $7 million and those over

$3 million that opt for the panel process!?2 — these will be operational from
1 July 2011

« regional planning committees, soon to be introduced as a planning solution for
remote regions of Western Australia

« the electronic Land Development Process will replace paper forms with an
electronic process for subdivisions from application to registration of title

12 1n the City of Perth the thresholds will be $15 million or an opt-in threshold of $10 million.
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« a new Building Act which will allow private certifiers to approve development
that meets code requirements. Certified plans will be submitted to local council
for approval within two weeks.

Further legislative reform has been proposed to create call in powers for the
minister, similar to New South Wales’ Part 3A powers; and to increase the ability of
state planning policies to amend local planning schemes.

The recent report, Planning makes it happen, proposes 11 key strategic priorities for
reforms, but these have not all been agreed by the Western Australian Government
(Western Australian Planning Commission, 2009).

South Australia

South Australia announced a three-year planning reform program in 2008. Key
changes include (South Australian Government, sub. 57, p. 3):

« residential development code, such that minor developments do not need
planning consent

« more efficient planning instruments in the form of structure plans and precinct
plans

« five new Regional Plans.

A further addition to the South Australian planning system is the Housing and
Employment Land Supply Program, to monitor availability of land and
effectiveness of the Planning Strategy. The first report was released in October
2010.

Tasmania

Tasmania is currently undertaking legislative review of the planning system.

« A metropolitan strategic plan, a structure plan and an implementation plan for
Greater Hobart are being developed through the COAG Capital Cities project.

« The three regional groupings of local governments in Tasmania are preparing
separate regional plans through the Regional Planning Initiative. They are aimed
at providing consistent regimes across the three regions the plans will cover.
After they come into effect, the local planning schemes will need to be updated.

o Some local plans are 40 years old. A requirement to review them every five
years is soon to be introduced.
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ACT

The ACT Government spent several years consulting on improvements to the
planning system and new legislation came into effect in March 2008. The changes
closely follow the DAF Leading Practice Model.
The key planning changes made are outlined as follows (ACTPLA, 2008):
 arestructured Territory Plan:

— over 80 land-use policies were consolidated into a single planning scheme

— technical amendments to the plan can be processed faster

— clear rules and criteria to be used in making assessments
« anew piece of legislation, the Planning and Development Act 2007
« an updated DA process:

— DAF Leading Practice Model DA tracks

— likely timelines for DA

— referral entities must meet deadlines or be deemed to support the application

— tighter eligibility requirements for third party appeals

— no first or third party appeals for code track DAs

— an applicant can request written advice prior to lodging an application

— new fee structure aligned to development track.

Northern Territory

The commencement of a ‘development one stop shop’ in 2009 was heralded by the
Northern Territory Government as its biggest planning reform in a decade. The ‘one
stop shop’ provides three services:

« meetings with planners to help guide people through the development
application process

« pre-application forums where potential developers can meet with government
agencies, local government and other relevant bodies to get advice and feedback
on their development application requirements

« pre-application briefings with the Development Consent Authority (DCA) so
potential developers can get feedback from the DCA on their forthcoming
proposal (Lawrie 2009).
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In December 2009, a new strategic plan was introduced: Territory 2030 Strategic
Plan (Department of the Chief Minister (NT) 2009).

By 2011, the Urban Design Advisory Panel (a transitional body) will be replaced by
an independent Office of Urban Design, under the 2030 Plan (KPMG, 2010).

COAG

In late 2008, the Local Government and Planning Ministers' Council endorsed a

National Development Assessment Reform Program, consisting of five projects

designed to highlight the way forward in DA reform. Each project was led by one

jurisdiction:

1. South Australia: national DA performance measures to enable review of DA
systems across jurisdictions

2. Queensland: national planning systems principles to inform and progress
strategic planning systems reform including appropriate governance structures,
see chapter 9 (box 9.2)

3. Victoria: benefits and implementation of electronic DA processes, including
development of costed options and funding proposals for promotion of
implementation and uptake

4. New South Wales: code-based DA templates for residential, commercial &
industrial developments

5. ACT: measuring the financial benefits of the preceding four reform projects,
including examination of cost savings & efficiency dividends.

These projects have either been completed or are well progressed.

COAG’s work on capital cities and housing is ongoing, including the COAG
Reform Council’s Review of Capital City Strategy Planning Systems to judge
whether planning systems are consistent with the national criteria.

The Housing Supply and Affordability Reform Working Party reported to COAG
mid 2010 on the housing supply pipeline and government obstacles to meeting
housing demand (COAG 2010).
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4

Urban land supply — policies and
strategies

Key points

By determining the amount and location of land available for residential, commercial
and industrial use, land supply and planning policies influence the type and cost of
residential dwellings; and the location, size, and scale of business activities.

State governments use different approaches for planning urban land supply
particularly with urban boundaries, activity centres and protected lands.

— In 2009-10, Tasmania was the only jurisdiction to leave land supply and
planning entirely to the discretion of individual local councils. Currently, three
regional planning strategies are being prepared to guide future development.

The level of business activity and the number of dwellings in cities can be expanded
by new releases of urban land (‘greenfield); or through more intensive use of urban
land that has already been developed (‘infill’).

— Each jurisdiction has different policies for setting targets for greenfield and infill
developments in their capital cities.

Differences in the way that local governments define and apply development control
instruments (such as zones) make it difficult to compare these between and within
jurisdictions — even if there is a common set of zones to be applied in local plans.

In all jurisdictions, land management systems mostly focus on monitoring residential
land; industrial land receives less attention; and commercial land receives the least.

Some leading practice approaches and areas for improvement in land supply
include:

— jurisdictions with a strategic land use plan are less at risk of over or under
allocating land to one or more uses at the state or territory level

— more broadly framed zones with functional orientation will limit the extent of
rezoning required to accommodate unforeseen demand

— land management programs monitoring outcomes (such as employed in Sydney,
Melbourne, Adelaide and Canberra) assist in planning future residential
developments — in particular, performance indicators that trigger an adequacy
review provide a strong policy setting

— across all jurisdictions, improved monitoring of commercial and industrial land
supply

— preserving and enforcing buffer regions around active industrial areas such as

ports to help ensure industrial activities are not curtailed by the encroachment of
other incompatible land uses.
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The terms of reference for this report ask the Commission to consider the planning,
zoning and development assessment regulations that support ‘adequate supplies of
land suitable for a range of activities’ with a view to determining best practice.

This chapter responds to the terms of reference by examining policies and strategies
relating to the planning and zoning of urban land available in the capital cities of
each state and territory. Section 4.1 explores the importance of urban land supply,
more generally, and its efficient allocation across the variety of urban uses; while
Section 4.2 examines the policies and strategies employed in the jurisdictions to
plan the supplies of urban land in their capital cities. The leading practice insights
from the analysis contained in this chapter are summarised in section 4.3.

4.1 Economic context for land supply

Australia covers an area of 7.7 million square kilometres (Geoscience Australia
2010) of which only 65 000 square kilometres (or less than one per cent) is covered
by the state and territory capital city planning areas.! In technical terms, raw land is
not in short supply. However, in practical terms, the area of land that is
economically viable for any sizable modern settlement is restricted by harsh natural
environments, a dry climate, accessibility to water, household preferences for
settlement locations (typically coastal) and the costs of supplying infrastructure.
Planning, zoning and development assessment (DA) regulations further limit the
amount of land that is available for urban use.

The total amount of land available for urban use includes land which has previously
been developed (that is, already occupied by a building or structure)? and land
which has just passed through the planning processes to become available for urban
use (typically vacant land)3. As most jurisdictions first assess the amount of land
required for each separate land use in order to determine the total amount of land
needed for their overall urban use, the analysis in this chapter is presented in terms
of the broad land uses — residential, commercial and industrial (see box 4.1).

This is based on the planning area of South East Queensland (SEQ), rather than Brisbane.

2 Previously developed land may be vacant if, for example, any buildings have been demolished
or construction never commenced on the land.

3 Agricultural land, forests and other unaltered natural land scapes that are being brought into
urban use are referred to as ‘greenfield’ land. In contrast, ‘infill development’ takes place in
areas that have already been developed and typically (though not always) involves the
redevelopment of under utilised land.
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Box 4.1 Land for urban uses
In planning their cities, planning authorities identify areas of land for future urban use.

Land for future urban use can be broadly characterised into residential, commercial
and industrial uses. Other land use categories include land allocated to green space,
public areas and facilities, schools, community centres and roads. Due to
environmental constraints, some land set aside for future urban use will be unusable
for any purpose (aside from conservation).

For the purpose of this chapter, urban land use is defined:
« residential — if land use is related to private dwellings and accommodation

« commercial — if land use is related to commerce and trade (such as shopping
centres, individual shops and offices)

« industrial — if land used is related to the manufacturing, assembling, processing,
storage and distribution of goods and services. This can include wholesaling and
some retailing of goods and may also include some activities related to primary
production. This can be large scale — such as a major distribution centre for a
supermarket chain or metal works or small scale, such as a motor mechanic or
cabinet maker (Southern Tasmanian Councils Authority 2010a).

Source: Southern Tasmanian Councils Authority (2010a).

An adequate supply of urban land across the broad land use categories is important
for social, economic and environmental reasons. By determining the amount and
location of land available for different land uses, planning policies influence the
location, size, and scale of business activities; and the type and cost of residential
land and dwellings.

All jurisdictions use urban footprints or boundaries to define the overall quantity of
land that is available for urban use (as discussed in detail in Section 4.2). Inside the
footprint or boundary, the jurisdictions employ zones and other development
controls to regulate the use and development of land on a spatially defined basis (as
described in Chapter 3 and analysed in detail in Section 4.2). Fundamentally, these
planning strategies are used to segregate land uses which may be incompatible so
that the wider community does not have to bear the cost of externalities that could
otherwise be generated. Inherently, by constraining the economic use of land, these
strategies can markedly affect the relative returns on (and hence the value of) land
by virtue only of differences in zoning regulations.
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There are two main ways that jurisdictions can increase commercial and industrial
activity or increase the number of dwellings in their cities:

o greenfield developments — which take place on new releases of urban land;

e ‘infill’ developments — which take place on urban land has already been
developed.

Typically, greenfield developments add to the stock of land in urban use; while
infill developments represent an intensified, or more efficient, use of the existing
stock of urban land4. While only greenfield developments add to urban land supply,
both are important determinants of the amount and scale of commercial and
industrial activity that can be undertaken in a city; and the amount of residential
dwellings that can be built.

Issues relating to adequacy

In markets where the prices are allowed to adjust in response to demand and supply
the trend in price of land will reflect the underlying changes in the demand for and
supply of land. If land is in short supply relative to demand, competition among
consumers will bid up the market price. As the price rises, suppliers will seek to
develop more land, or to utilise the existing supply to offer more blocks of the type
that consumers are seeking. The rise in price also means that the cost will exceed
the budget constraints for some potential purchasers, dampening demand growth.
In most markets, the price mechanism operates to close a shortage by both
increasing the quantity supplied and decreasing the quantity demanded.

If supply is unable to respond to rising demand, the impact on prices can be
substantial. The impact on price is greater where a substantial share of potential
purchasers are not highly sensitive to price.

The supply of urban land for different land uses is not fixed — it is possible for new
and existing land to be rezoned for a different use. However, because developable
land is non-renewable, unique, slow to produce, and highly regulated, urban land
supply tends to respond very slowly to changing market conditions.

If the supply of developable land is constrained (whether greenfield or infill) then
the supply of property in commercial, industrial and housing markets is essentially

4 There are also brownfield sites, which are redevelopments of existing areas. Since the issues are
similar to infill, they are not discussed separately.
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fixed. The only way that the market can respond to any increases in demand is for
prices of existing property to rise.

Some economic models of property markets focus on the adequacy of long term
supply with respect to underlying demand. Underlying demand is estimated based
on the expected ratio of land required relative to population, industrial activity, and
other factors that affect land use. For example, in the residential property market,
underlying demand is mostly driven by population (including migration) and
assumptions about the number of people in each household (see chapter 5). It is
different to ‘effective demand’ that is actually expressed in the market based on
willingness and ability to pay. In addition to underlying factors such as demography
and income, effective demand is also influenced by prices, the availability of
finance, and changes in government policy settings such as first home owner
assistance.

Rising prices, by affecting budget constraints and choices among alternatives, will
eliminate a gap between the supply of property and effective demand. However,
rising prices will not necessarily eliminate a gap between the supply of property and
underlying demand which is determined by longer term structural factors. In
particular, this gap will persist if the supply of property is subject to regulatory
planning constraints and/or planning delays on urban land supply. This issue, which
can be generalised to all property markets, 1s analysed with respect to residential
property in box 4.3.

In the long run, higher prices change the fundamental ratios between the structural
factors and land use. For example, residential population density rises as the
average block size falls. The number of adult children remaining at home longer
might be increasing the average household size. Factories and retailers, if allowed to
use floor space more efficiently, can increase the ratio of production and sales to
floor space. Behaviour adjusts to permanently higher prices and this is then
reflected in the estimates of underlying demand.

In the short term, there 1s an additional issue for effective demand. The return on
land comes from its use value to the purchaser and the expected capital gain. While
this should be based on the use value to future purchasers, bubbles are common in
property markets. This arises because of a disconnect between the price and the use
value of the land, and prices rise on the expectations of capital gains which are
generated by the observed rise in price. This leads to self-fulfilling behaviour — the
faster the price rise the greater the expected capital gain and hence the willingness
to pay more for the land. The bubble will last as long as financiers are willing to
lend against the collateral of the land based on the expected future price. The bubble
bursts when credit dries up, and prices fall leading to a vicious cycle of falling
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prices, foreclosure if the purchaser cannot service their debt, and as banks seek to
sell these properties this puts further downward pressure on prices.

Unless the supply side constraints of a property shortfall are addressed — of which
adequacy of urban land is an important determinant — there will be implications for
the availability and affordability of urban property.

The supply of urban land and its impact on affordability has been raised as an issue
by households and business (for example, subs. 28, 31, 32, 41, 53, and 59; Campion
2010a and Colebatch 2010).

If the land that is available for residential use declines relative to the number of
people seeking accommodation (for example, due to increases in population and
limitations on the responsiveness of residential land supply), there will be an excess
demand for existing dwellings and the price of houses (and rents) will tend to
increase. Rising prices limits the range of viable housing alternatives for some
people; and puts considerable budgetary stress on others. Some people will opt for
less preferred housing options such as smaller and/or lower quality dwellings and
shared accommodation (including with family and ‘sofa surfing’). A deterioration in
housing affordability will typically increase the demand for community housing and
the associated cost to governments of supporting such programs.

At the same time, it is noted that the supply of land is only one of a number of
complex factors affecting housing affordability. In particular, there are also demand
side factors which affect house prices. In the Inquiry into First Home Ownership
(2004), the Commission found that, while increases in house prices could be
moderated through improved land releases and planning approval processes, the
increases were also attributed to rising housing demand due to cheaper, more
accessible, finance, and policies such as the exemption of the family home in the
pension asset test which reduced the incentives for downsizing by older people.

The Local Government Association of Queensland (2010) has also found other
significant influences on house prices in South East Queensland (see box 4.2).

Box 4.2  Other factors affecting real median house prices

Modelling by the Local Government Association of Queensland (2010) found that, on
average, a 1 per cent increase in the:

o All Ordinaries Index resulted in a 0.25 per cent decrease in real median house prices
o real interest rate resulted in a 0.07 per cent decrease in real median house prices
o unemployment rate resulted in a 0.44 per cent decrease in real median house prices

o Consumer Price Index resulted in a 0.79 per cent increase in real median house prices.
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Box 4.3 The effect of an increase in underlying demand given
regulatory constraints on land supply

Underlying demand for residential dwelling is fixed by long term structural parameters relating to
population and household demographics. It will only change if these long term structural
parameters are varied; and in the short to medium run is not responsive to changes in price —
in economic jargon, underlying demand is ‘price inelastic’. In a simple supply and demand
diagram, it will be a vertical line. Growth in demand is represented by a shift of this line to the
right.

Effective demand for residential dwellings is responsive to changes in price — although income,
preferences, population and household demographics are still important determinants. In
economic jargon, effective demand is ‘price elastic’. In a supply and demand diagram, this is
represented as a downward sloping line to reflect that as prices fall, effective demand will rise.
Growth in effective demand is represented by a rightward shift. This shift in demand pushes up
prices to P1.

If there is an increase in population in any jurisdiction due to (for example) increased migration,
then underlying demand will increase if the demographics of each household are unchanged. In
the model, the underlying demand curve will shift to the right. Since, population is also an
important determinant of effective demand, the effective demand curve will also shift to the right
by a similar amount. Competition between house buyers will push up the market price of
dwellings.

In most markets this increase in price would induce a supply response, but for the housing
market planning restrictions and delays on greenfield or infill development limit the
responsiveness of the supply. In an extreme case, the supply of dwellings will be unresponsive
to price (shown by the vertical supply line in the figure below) so prices remain at P1.

. Supply
Price Underlying Demand

T S— S e

Rising ! !
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P‘O ................. \ Increased !
\%shor(ﬁl :
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-
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While the market mechanism has eliminated excess effective demand, the housing gap
between the supply of housing and underlying demand is persistent and now much larger.

It is important to note that effective demand may increase due to factors other than population
and household demographics (for example, as a result of, say, bank lending policies) leading to
an increase in house prices while underlying demand remains unchanged.
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As with residential land, a shortage in the supply of land for commercial or
industrial uses, relative to demand, is likely to increase prices of (or rents on)
existing properties. This, in turn, raises the costs (including opportunity costs) of
doing business either through increased borrowing costs or rents. Issues of
affordability can affect both the level and range of business activities in a region.
An increase in business costs not only limits the viability of investment for
incumbent firms but also adversely affects the entry of new firms in a market.

Further, a limited supply can restrict choices for existing businesses to expand
within an existing market or move into new and emerging markets, and for new
businesses to enter either an existing or emerging market. For example, Aldi
(sub. 11) identifies a shortage of appropriately zoned land as the primary inhibitor
on its growth in Australia.

Issues relating to location

Decisions on land supply made in the present can have substantial implications for
planning decisions and development activity in the future. For example, a past
planning decision to allow a large number of multi-hectare blocks on the (then)
fringe of Greater Sydney has created substantial difficulties for modern day
developers seeking to assemble land for a development site (Applied Economics
2010).

As the Urban Taskforce (sub 59) states:

In any given region — even without zoning restrictions — there are likely to be few
suitable sites ripe for large scale residential, retail or commercial development. (p.8)

Hence, getting the planning decisions ‘right’ for land supply takes on even greater
importance.

As noted above, the jurisdictions can choose to increase the stock of commercial,
industrial, and residential properties in their cities through greenfield development
(additions to the stock of urban land supply) or through infill (more intensified use
of existing stock urban land). The issues relating to infill development more
generally, and how it affects the supply of housing (as distinct from the supply of
land), are discussed in some detail in the National Housing Supply Council’s 2"
State of Supply Report and summarised in box 4.4.
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Box4.4  Adding to house supply through infill development

There is a trend towards higher density living in Australia that has been driven by a
number of factors, including:

« changing housing preferences (for example, more people are seeking to live and
work in central business districts)

« limited supply of new land in existing suburbs and space constraints
« increasing land values in existing suburbs

« state and local government planning frameworks that encourage densification and
infill development.

Against this trend are a number of barriers to additions to the stock of housing through
infill development. These barriers include:

« higher construction costs in most jurisdictions for medium- and high-density
dwellings when compared to detached dwellings

« difficulties in aggregating and preparing land for construction

« difficulties in securing development finance

« lengthy and sometimes uncertain planning and development assessment processes
« delays in securing legal title for flats, units or apartments

« community opposition to infill and to medium- to high-density dwellings.

The National Housing Supply Council found that state and territory governments have
a range of options available to them to encourage infill development, including:
reforming planning laws and development assessment processes (especially as they
apply in areas already developed) and using government-owned land and
development agencies to facilitate development.

Source: NHSC (2010).

In most markets, a shortage in supply leading to rising prices will increase the
quantity of output. In the market for developable land, however, as prices rise, there
is a tendency for developed land to be used more intensively through infill
development particularly given the regulatory constraints and the extended
timeframes required to introduce new supply. Hence, the centres of cities usually
have higher population densities, taller office blocks and more closely packed shops
than occurs on the edge of a city. Often, requests for increased supply, in areas that
are already in high demand, are often actually calls for changes to zones and
building requirements so that the fixed supply of land can be used even more
intensively in areas where households and business would prefer to locate.

For developers, infill can be the most cost effective way of developing land. While
there are infrastructure costs associated with overall infill developments (for

URBAN LAND SUPPLY 105
- POLICIES AND
STRATEGIES



example, over passes and tunnels), it is less likely that developers will bear this cost
entirely. In contrast, the cost of providing infrastructure to geographically dispersed
settlements where existing infrastructure is minimal can provide a disincentive to
private development.

In terms of increasing urban land supply, the location of newly released land is as
important as the physical quantities of available land. If new land is released in
locations, or for uses, that are not in demand, then it is unlikely to be developed. If
it is developed, it is unlikely to alleviate those supply pressures in the market which
are affecting affordability and/or restraining economic activity.

In Britain in the 1980s, developers and planning authorities were at odds over land
supply — the local planning authorities claimed that there was more than sufficient
land available while builders and developers were arguing for approvals for the
release of more land. Eventually, they agreed that there was no shortage of land for
development, but that the land available for development was not in the areas
sought by builders and developers (Evans 2004).

The dilemmas associated with increasing land supply in locations with the highest
demand have also been identified in the Australian context. For example:

There is a shortage of available development sites and land for housing in areas of
Sydney where most households most want to live (Applied Economics 2010, p. 5)

Claims that there is insufficient land supply in Queensland are not correct; however
research suggests that escalating housing prices may be a result of supply being located
in areas not currently in market demand (Local Government Association of
Queensland, sub. 29, p. ii).

The National Housing Supply Council (2010) has modelled the gap between
underlying demand and supply for residential property. In some instances, this
modelling has shown a shortage in the stock of dwellings for a city based on
estimates of underlying demand while there is a glut of unsold units and high rental
vacancy rates — as developers have yet to adjust their prices to what people are
willing and able to pay.>

Equally, increasing supplies of land for retail businesses, particularly in locations
outside of city centres, can reduce rents but also draw businesses away from

5 For example, the NHSC’s underlying demand model indicates there is a housing shortfall in
Western Australia but the evidence from the housing market (falling house prices, high numbers
of properties listed for sale, high rental vacancy rates and low rates of land sales) suggests that
there is no undersupply of housing relative to (effective) demand (Western Australian
Government, pers. comm., 9 February 2011).
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existing city centres giving rise to the problem of ‘dead centres’ (the implications of
land supply on competition and city centres are discussed in chapter 8).

Unbounded expansion of cities and towns can impact upon the natural environment
in some areas and, in other areas, can impinge on prime agricultural land. Such
matters form an important consideration for policy makers seeking to determine an
‘adequate supply of land’ for different uses, as do the costs (and inefficiency) of
providing infrastructure across such large areas.

Other issues

There are factors outside the planning system that can have a significant effect on
the supply of land for different uses. For example:

. environmental factors (for example, soil contamination from past uses) and
natural features (for example, flood plains, soil instability) which make
development either extremely difficult or impossible

o the attachment of owners to their land (particularly their homes and farms)
which lifts the reservation price of this land above that at which development is
economically viable

« non-planning regulations, such as restrictions on retail trading hours,® which
limits the use of land or renders its zoned use unviable (Western Australian
Local Government Association, sub. 41)

« volatility in financial markets — most significantly, the recent global financial
crisis — which restricts the ability of developers to secure finance and their
ability to undertake developments (including land supply projects) (Council of
Capital City Lord Mayors, sub. 31)

— for example, in December 2010, the Commonwealth Bank said it will not be
funding any new development projects on Queensland’s Gold Coast
(Cranston 2010)

« conveyance duties, subsidies to first-home buyers, negative gearing and ending
land tax exemptions for owner-occupied housings have been identified by the
Organisation for Economic Co-operation and Development as areas that could
be reformed to ‘boost housing supply’ (OECD 2010).

Some of these external factors can affect market forces and influence economic
behaviour. They can have an impact on both the supply and development of urban

6 While some of the zones defined in town planning schemes define hours of operation for
businesses located in those zones, regulation directing hours of trade is more commonly found
outside the planning system.
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land. However, to retain a focus on the relevant regulatory frameworks, this chapter
considers these external factors only to the extent that they are specifically
addressed by the planning systems across the jurisdictions.

4.2 Planning for adequate supplies of land

For most of the capital cities, the state, territory and local governments have
responsibility for the planning strategies and policies in relation to urban land
supply and use. The role and effect of the Commonwealth Government in planning
policy is discussed in detail in Chapter 12.

In general, the state and territory governments outline strategic land use plans which
provide broad planning policy directions to deliver a range of economic, social, and
environmental outcomes. The local government must have regard to these state and
territory plans in the preparation of their more detailed local plans which contain the
development controls which form the statutory basis for assessment of development
applications.

As identified in chapter 3, all capital cities except for Hobart and Darwin have a
strategic land use plan.

« While Territory 2030 is a broad strategic plan, there are no metropolitan spatial
plans for Darwin.

o In Tasmania, the land use planning and land supply process is managed by
individual local councils at their discretion.”

As judged from the state or national perspective, in jurisdictions without a strategic
land use plan — and, in particular, where planning and land supply processes are
managed only by local councils — there is an increased risk that:

« there will be an over allocation of land to one or more specific uses (residential,
commercial or industrial) when the multiple land allocations of all councils is
aggregated

« there will be an under allocation of land to one or more specific uses where the
returns to an individual council do not justify development, even though net
benefits of such land allocations would accrue to the broader community

7 The Tasmanian Planning Commission in conjunction with local councils is in the process of
preparing the three regional strategic land use plans. The public consultation period for the
Southern Tasmania Regional Land Use Strategy (which includes Hobart) closed in December
2010.
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o developments take place in sub-optimal locations, due to either a more
streamlined application process in a given council (and hence lower
development transaction costs) or insufficient land being made available in
areas better suited to a given land use (Concept Economics 2008).

Strategic land use plans

For each jurisdiction, the strategic land use plans of their capital city will typically
set out:

« the broad objectives that underpin the land use plan (for example, the number
of additional dwellings to be provided, the areas of green space to be conserved
and so on)

o the issues driving the broad objectives of the plans (for example, current
population trends and forecast population growth)

o challenges that the planning system may need to overcome to achieve the
plans’ objectives (for example, constraints imposed by the geography of the
city and environmental concerns)

« high level strategies for achieving the plans’ objectives

o the next major settlement areas and the areas that will be subject to urban
intensification.

Considerations and objectives of the strategic land use plans

The objectives and strategies provided in each jurisdiction’s strategic land use plan
are used to inform the planning policies and land use plans of local governments. In
particular, they determine the aggregate amount of new land that will be added to
the city; the proportions in which it will be allocated to different uses; and the
rezoning and other measures that will be applied in order to improve the usage of
existing land.

In line with differences in the nature of the capital cities, the objectives, issues and
challenges outlined in each jurisdictions’ respective strategic land use plan can vary
significantly. Key differences include the overall land areas being planned; the
current and forecast population levels; and the number of dwellings that will be
required to house the cities’ future populations (see table 4.1).

All of the strategic land use plans of the capital cities are based on forecasts of
future population. These forecasts typically concentrate on the resident population
and do not include the number of visitors to each of the capital cities. This means
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that land use planning can underestimate the number of people in the cities at any
given time, and thus underestimate the need for certain types of land, including land
for short stay accommodation and tourism facilities (Tourism and Transport Forum,
sub. 50).

The strategic land use plans also tend to be strongly focused on residential land
supply (City of Onkaparinga (Council), sub. 52). All six jurisdictions with city plans
include dwelling targets in those plans (see table 4.1).

Unlike employment targets, the dwelling targets in the strategic land use plans are
not closely aligned with — and generally exceed — population growth. For
example, while SEQ is forecasting its population to grow by 57 per cent by 2031, it
1s targeting an increase in the number of dwellings of around 67 per cent. Similarly,
Sydney is targeting a 40 per cent increase in the number of dwellings by 2031
against a forecast increase in its population of 24 per cent.8 Some of the disparity
between forecast population growth and the targeted number of dwellings is
explained by differences in the assumptions of the jurisdictions regarding household
structures (for example, in table 4.1, the number of people living in each dwelling)
which are themselves informed by demographic differences across the cities.

Differences in the jurisdictions’ dwellings targets also reflects the diversity in
housing requirements across cities. For example, accommodation for those aged
over 65 is a matter for consideration in the Adelaide plan reflecting the higher than
(national) average age of Adelaide residents; while consideration of how to
accommodate the increase in demand expected from ‘younger people’ for housing
in inner city locations is an issue covered in the Perth plan. More generally,
changing household structures and preferences present a challenge to planners to
provide a diverse mix of housing types and densities including detached housing,
high density dwellings (such as townhouses, mid-to-high rise apartments and flats),
villas and less dense forms of multi-unit housing.

8 The Metropolitan Plan for Sydney 2036 released in December 2010, has updated these forecasts
for Sydney to reflect a 40 per cent increase in the population by 2036 and a 46 per cent increase
in the number of dwellings over the same period. The primary reason for the change is a
slowing in the reduction of household size (New South Wales Government, pers. comm., 17
January 2011).
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In contrast, only four jurisdictions include employment targets in the strategic plans
for their cities. Further, only some of these jurisdictions plan the location of
‘employment land’ with consideration to its proximity to (and accessibility from)
residential areas.? The Sydney plan, which includes a ‘jobs to population ratio’ as a
key planning consideration, is one plan that includes a more balanced focus across a
range of land uses (PC State and Territory Planning Agency Survey 2010
(unpublished)).10 Western Australia uses employment targets at the sub-regional
level to inform land use decisions and is in the process of developing a
metropolitan-wide employment strategy.

Planning strategies

Those jurisdictions with strategic land use plans (that is, excluding Tasmania and
Darwin) also employ a number of planning strategies to manage the supply and
development of urban land in line with the objectives and challenges that have been
identified (see table 4.22). These include:

« urban growth boundaries or footprints
« centres policies

« transit oriented development

o protected areas.

These planning strategies provide scope for the jurisdictions to manage or facilitate
changes that might be required in the future with changes in population levels,
demography and household preferences.

Urban growth boundaries and footprints

Urban growth footprints and boundaries are designed to restrict urban development
to designated areas. In general, the jurisdictions’ city plans define urban growth
footprints or boundaries. The size of the overall planning areas for each capital city
— provided in table 4.1 — provides a rough guide to the various urban footprints or
boundaries across the cities. 11

9 For example, the SEQ Regional Plan 2009-2031 has specific provisions which seek to ensure
that, in planning new developments, communities are created which contain high levels of self
contained employment.

10 While not addressed in Melbourne’s strategic land use plan, Victoria’s Precinct Structure
Planning Guidelines (GAA 2009) include an employment target for growth areas.

1T The Melbourne Urban Growth Boundary was expanded by 24.5 square kilometres on 29 July
2010.
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The city plans for Sydney,!2 South East Queensland, Perth and Adelaide!3 define
‘urban footprints’. These are notionally defined and serve to guide the limits on
urban development outside of the various activity centres and designated growth
areas detailed in their respective plans.

In some jurisdictions, the urban boundaries or footprints have statutory backing.
Melbourne’s Urban Growth Boundary can only be amended by an Act of
Parliament. Canberra’s urban boundary can be adjusted through an amendment to
the National Capital Plan (which is subject to disallowance by the Federal
Parliament). There are regulatory provisions associated with the South East
Queensland Regional Plan that effectively prevent urban development outside of the
Urban Footprint.14

In the strategic land use plans, the jurisdictions use different approaches to define
their urban boundaries or footprints. For example, SEQ’s plan consists of a network
of urban footprints across its various regions and districts. In contrast, Adelaide’s
plan comprises a single footprint which outlines the greater metropolitan area; while
Canberra’s Spatial Plan aims to locate 50 per cent of development within a 7.5
kilometre radius of the city centre and contain the balance of growth to within 15
kilometres of the city centre.

Urban growth footprints and boundaries effectively set the total amount of land that
is available for urban uses within each city — although this supply can be
augmented by land available in satellite towns connected to the city via public
transport networks (Buxton and Taylor 2009).15 The other planning strategies
within the strategic land use plans affect the amount of land that will be allocated to
different uses, and the location of that land, rather than the total amount.

In its Inquiry into First Home Ownership, the Productivity Commission (2004)
found that urban growth boundaries were likely to increase the scarcity value of
land. At the same time, this Inquiry also found that that this effect may have been

12 The Metropolitan Plan (and previously, City of Cities: A Plan for Sydney’s Future) identifies
the existing urban area, identifies the North West and South West Growth Centres as the
principal locations for new greenfield development, and sets in place a process for approving
the release of any additional greenfield land for urban purposes. The Metropolitan Plan
foreshadows improvements to the land release program including through an annual land supply
assessment to determine whether more land should be released.

13 Adelaide’s “urban footprint’ was previously known and referred to as the ‘Urban Growth
Boundary for metropolitan Adelaide’.

14 Unless it can be demonstrated that there is an overriding community need.

15 For example, Victoria’s Regional Fast Rail program that connects Melbourne with Geelong,
Ballarat and Bendigo.
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over estimated; depended on the scope to increase housing density; and could be
moderated by improving land release and planning approval processes.

Table 4.2 Planning strategies,2 June 20102

SydP Mel SEQ Per Adel Can
Urban growth «d 4 x x x ve
boundary®
h

Urban footprintf v x9 vo v v v

Centres policy v v v v v v

Transit oriented v v v v v v
development!

™ ¢ sl s/m s/Nn Kk v

Protected areas

@ Hobart has been excluded from the table as there is no strategic land use plan for the city; and Darwin has
been excluded as there are no metropolitan spatial plans for Darwin in Territory 2030. b Table data relate to
the City of Cities: A Plan for Sydney’s Future which was released in 2005 and was the relevant planning
document for 2009-10. The Metropolitan Plan for Sydney 2036 was released in 2010 and contains similar
strategies to those to be employed under City of Cities: A Plan for Sydney’s Future. © Urban growth
boundaries set binding limits to urban growth that prohibit urban development outside the area enclosed by
the boundary. © The Metropolitan Plan identifies the existing urban area, identifies the North West and South
West Growth Centres as the principal locations for new Greenfield development, and sets in place a process,
through the Metrgpolitan Development Program, for approving the release of any additional greenfield land for
urban purposes. The National Capital Plan specifies an Urban Growth Boundary for Canberra. f Urban
footprints identify the amount and location of land necessary for urban uses and seek to limit development to
those areas. 9 Victoria now requires all local councils with major activities areas to fully define the boundaries
of those areas so as to provide certainty on exactly where development and urban change can occur.
h Previously known and referred to as the ‘Urban Growth Boundary for metropolitan Adelaide’. ! Including
development along transit corridors. Jincludes green space, conservation areas and, in some jurisdictions,
rural uses. Excludes National Parks and State Parks. K Rather than listing specific areas for protection in their
strategic land use plans, Sydney and Adelaide limit development to defined areas. ' Green wedges.
M Conversation area, biodiversity and habitat corridors. " Bush Forever program. o There are State Planning
Regulatory Provisions associated with the SEQ Regional Plan that effectively prevent urban development
outside the Urban Footprint unless there is an over riding community need demonstrated.

Sources: ACTPLA (2004); Department of Infrastructure (Vic) (2002); Department of Infrastructure and
Planning (Qld) (2010b); Department of Infrastructure and Planning (Qld) (2010c); Department of Planning
(NSW) (2005); Department of Planning (WA) (2009b); Department of Planning (WA) (2010a); Department of
Planning and Community Development (Vic) (2008); Department of Planning and Local Government (SA)
(2010a); NHSC (2010); Victorian Government; pers. comm., 19 January 2011.

In defining its Urban Growth Boundary, Melbourne automatically zones most land
within the Boundary for urban use. In contrast to an urban growth footprint, an
urban growth boundary unequivocally defines land on the fringes of cities that can,
or cannot, be developed for urban use. In this way, the boundary removes planning
delays associated with discretionary local council decisions about whether or not
such land is available for development. In conjunction with broader definitions of
zones and other developmental controls (discussed in more detail below), an urban
boundary is likely to improve time frames associated with some of the current

114  PLANNING, ZONING
AND ASSESSMENTS



sources of delays in planning approvals processes in most jurisdictions. Issues
relating to urban growth footprints and boundaries are also considered in Chapter 5.

Centres policies

Centres policies are designed to create areas — commonly referred to as ‘activity
centres” — that will attract and support large numbers of people for a variety of
purposes including employment; retail/shopping; communities services (such as
health and professional services, government services and education facilities); and
social activities.!®6 These policies have an effect on the allocation of land for
different uses in cities and their placement.

The planning rationale for activity centres is outlined in box 4.4. The competition
issues which relate to centres policies are discussed in chapter 8.

Box 4.5 Planning rationale of activity centres

Part of the rationale for locating so many activities in centres is to improve the
accessibility, productivity and the efficient use of infrastructure — particularly public
transport. Activity centres are intended to decrease car travel by providing a single
destination to meet the majority of most people’s everyday needs. Activities that may
be located in centres typically include a range of residential, retail, commercial,
government, educational, research and/or social activities.

All jurisdictions with a strategic land use plan have activity centres policy provisions of
some kind (table 4.2) — either as stand alone policy documents or as a part of their
strategic plan (see chapter 3 for details). These policies encourage the location of
particular activities in a designated hierarchy of ‘activity centres’; and discourage, to
varying degrees, ‘out-of-centre’ developments (usually of commercial activities).

The New South Wales’ Metropolitan Strategy describes centres as ‘encouraging
collaboration, healthy competition and innovation amongst businesses from clustering
... (City of Sydney (Council), sub. 15, p.3).

Activity centres are also endorsed by business groups. According to the Shopping
Centre Council of Australia (sub. 43):
‘activity centres policies that promote commercial and retail developments to co-locate within
identified activity centres (such as regional, town and village centres) should remain the
cornerstone of orderly and proper planning and must be maintained’ (p.3).

16 Increasingly, mixed use centres are being planned which incorporate land for housing among a
mix of commercial activities — for example, blocks of units situated above a strip shopping
area.
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The effectiveness of activity centres depends on their number, type, location,
distribution and accessibility.

The location and types of activity centres in cities are not only important to users—
in particular, in terms of travelling distance and ease of access — but also in terms
of their contribution to meeting the objectives and challenges outlined in the cities’
strategic land use plans. For example, the absence of centres in proximity to new
residential developments can result in extended commuting times for residents in
those centres to get to work, shops and/or essential services. Alternatively, locating
centres in remote areas or away from public transport can create difficulties for
businesses in those centres to attract employees and customers.

Most jurisdictions encourage particular commercial activities to locate within a
designated hierarchy of activity centres (provided in tables 4.3 and 4.4) or within
specialised centres.!7 While locating commercial activities outside of these centres
is discouraged to varying degrees, ‘out of centre’ developments have been an
increasing occurrence since the 1990s. In particular, there has been an increasing
incidence of bulky goods retailers locating in industrial areas with access to main
roads.

There are different parameters defining each jurisdiction’s hierarchy of centres.
Compared to other jurisdictions, New South Wales land use zones which can be
applied in different levels of centres can be quite prescriptive and this,
consequently, affects the nature of activities located in these centres. In other
jurisdictions, such as South Australia, the centres hierarchy is presented more as a
general framework rather than a set of prescriptive requirements.

Prescriptive requirements for the activity centres can limit the availability of sites in
those centres for different business uses. For example, local centres may exclude the
operation of large grocery retailers if their products are deemed to provide for the
weekly rather than ‘day-to-day’ needs of a local residents (see table 4.3); and
specialised retailers if their products are deemed to be consumed irregularly rather
than day-to-day. Chapter 8 provides further examples of how the definitions applied
to the different levels of centres can impact upon the allowable land uses within
those centres.

New South Wales is unique among the jurisdictions in having two designated ‘city
centres’ (Sydney Central Business District and North Sydney) in its capital city —
all other jurisdictions have only one such centre.

17 Depending on the jurisdiction, specialised centres exist for activities including: education;
research; health and medical services; aviation and logistics; ports; and bulky goods retail.
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The approximate number of people serviced by each major regional centre is
provided in figure 4.1.

Figure 4.1  Number of people per major regional centre2
’000 people per major regional centre

Population
("000s)

300 -

200 -

100 -

Syd Mel SEQ Per Adel

A The table excludes Canberra as there are no major regional centres (as defined in table 4.4) in the ACT
(Canberra does have other higher and lower order centres).

Data sources: tables 4.1 and 4.3.

In Sydney, each major regional centre services over 250 000 people,!8 whereas, in
Melbourne, there is one major regional centre for approximately every 140 000
people. By comparison, the ratio is one major regional centre for approximately
every 200 000 people in SEQ; 165 000 people in Perth; and 215 000 in Adelaide.

Compared to the other capital cities (as identified in figure 4.1), each major regional
centre in Melbourne services significantly fewer people. In combination with its
more compact planning area, this suggests a greater ease of access to these centres.
In the same comparison, each major regional centre in Sydney services significantly
more people. Since the number of customers is an important driver in the demand
for land (and floor space) for commercial uses, this suggests a shortage of major
regional centres in Sydney compared to the other capital cities.

In their submission, Woolworths (sub. 62) describes the impact of this shortage:

18 Although specialised centres are not included in this analysis which can be significant locations
for retail development.
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[The] limited availability of retail floor space in Sydney means that the retailers with
stores in Sydney often experience greater customer numbers in store with consequent
impact on convenience, amenity and customer experience. In practical terms, this
means that customers in the Sydney Metropolitan Region are more likely to experience
congested carparks, traffic jams in and around retail precincts, longer queues at
checkouts and more crowded retail outlets than those elsewhere in Australia. (p. 8)

Provision of local centres 1s discussed in more detail in Chapter 8.

Transit oriented development

Transit oriented development strategies place an emphasis on development near
public transport nodes and terminals, while transit corridor development strategies
focus development along public transport corridors. Each capital city with a
dedicated strategic land use plan has a transit oriented strategy or a transit corridor
strategy (or both). In all cities, these strategies support infill development; and in
some jurisdictions, they also support a centres policy (Shopping Centre Council of
Australia, sub. 43). Melbourne and Adelaide’s transit oriented development
strategies are designed explicitly to support a growing population while maintaining
the character of the majority of existing suburban neighbourhoods.

Transit oriented/corridor development strategies have their challenges. As noted in
the Sydney plan, these include maintaining the status of corridors as employment
locations while using their potential for additional housing and achieving high
amenity outcomes in corridors where traffic volumes are significant. In this context,
however, transit oriented/development strategies are another way that jurisdictions
can plan and manage change in order to reduce planning pressures in the future
resulting from expansions in the population, changing demographics, and
increasing competition for scarce resources.

In line with differences in each jurisdiction’s objectives and challenges as identified
in their strategic land use plans, there are differences in each jurisdiction’s approach
to transit oriented development. In particular:

o Sydney aims to have 80 per cent of new housing built within the ‘walking
catchments’ of existing and planned centres of all sizes with good public
transport!?

o Dbefore the change of state government in 2010, Melbourne aimed to place
higher density mixed-use development around key transport nodes serviced by
fast rail20

19 The same target has been included in the Metropolitan Plan for Sydney 2036 (which was
released in December 2010).

120 PLANNING, ZONING
AND ASSESSMENTS



« SEQ aims to locate high density residential and professional services land uses
generating high demand for public transport within 400-800 metres (or 10
minute walk) of a bus stop or train station in its transit corridors; and include a
walking and cycle-friendly ‘core’ to access rail and/or bus service.

Protected areas

Each of the jurisdiction’s strategic land use plans recognises the importance of
retaining areas of land for conservation of natural environments and for agricultural
use. Aside from ecological considerations, these areas can provide substantial
community amenity.

Melbourne, SEQ and Perth use the most active approach to defining protected areas.
These jurisdictions explicitly set aside ‘protected areas’ in their strategic land use
plans. As indicated in table 4.2, Sydney and Adelaide do not explicitly define
protected areas in their plans. In contrast, these jurisdictions employ a more passive
approach and preserve protected areas by containing development to defined areas.
Canberra employs a mix of approaches — containing development to preserve
protected areas?! and setting aside land under the National Capital Open Space
System (under the National Capital Plan).

Some other notable differences in the approaches of the jurisdictions include:

o Melbourne’s green wedge areas include permissible uses of: conservation,
recreation, agriculture, airports, sewage treatment and quarries

« among other things, the SEQ plan seeks to ensure there is no net fragmentation
of large tracts of vegetation over 5000 hectares.

Inside an urban footprint or boundary, protected areas restrict urban land supply for
residential, commercial and industrial uses. Further, land set aside as a protected
area (such as conservation) may limit how abutting land may be used (for example,
extensive setbacks from the boundary may be required). Consequently, the sizes of
protected area — including reductions or expansions — are likely to have price
implications for urban land available for development. Specifically, an increase in
the supply of urban land available for development through a reduction in the size
of a protected area can lower the price of land available for residential, commercial
and industrial uses. However, this outcome is only likely to be achieved with an
environmental cost and/or loss of public amenity.

20 This does not reflect the current Government’s approach to transit oriented development.

21 Canberra’s strategic land use plan seeks to limit all growth to within 15 kilometres of the city
centre.
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It is clear that finding the correct balance between land available for development
and protected areas is a substantial challenge for planners — planning decisions will
involve economic, social and environmental tradeoffs. An alternative policy would
be to increase the urban footprint or boundary. This would preserve protected areas
and increase land available for development lowering land prices for residential,
commercial and industrial. However, this may well create other challenges in
relation to infrastructure provision and access to services.

Limitations on land designated for urban use

Not all of the land approved for subdivision can be developed for residential,
commercial or industrial use. In fact, one developer responding to the
Commission’s questionnaire estimated that — depending on the site — up to 40 per
cent of land is ‘lost’ to natural constraints and planning requirements for public
space, schools, community centres, and roads.

The Urban Development Institute of Australia (sub. 53) noted:

... [the] demands on urban land for non-residential uses ... [include] commercial and
employment areas, wetlands and buffers, conservation areas, on-site drainage,
easements of various kinds and buffers to major roads and other incompatible uses.
[Hence] A 25% margin of the greenfield land requirement must be allowed to
accommodate non-residential uses (p. 13).

These constraints are recognised explicitly in South Australia through the
application of discounts in the determination of dwelling potential for land
designated for future development. In particular:

« the total area is discounted by a 25 per cent to allow for land that remains
undeveloped due to factors such as landowner decisions, environmental
constraints, buffer requirements and government policy requirements

« the remaining land supply is then discounted by a further 25 per cent to allow
for non-housing land uses such as roads, reserves, community facilities and
commercial uses (Department of Planning and Local Government (SA) 2010b).

In South Australia, up to 12.5 per cent of a subdivision is required to be set aside for
open space (PC State and Territory Planning Agency Survey 2010 (unpublished)),
while the open space requirement in Western Australia is 10 per cent (State
Planning Policy 3.6 — Development Contributions for Infrastructure). The land
required as part of ‘developer contributions’ is discussed further in chapter 6.

In addition, environmental constraints can limit the development of land approved
for subdivision for residential, commercial and industrial use. For example, of the
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10 209 hectares of Key Resource Areas (production and processing areas) in SEQ,
around 2425 hectares are constrained by koala conservation areas, while a further
1910 hectares are constrained by vegetation management legislation (Cement
Concrete and Aggregates Australia, sub. 4). Further restrictions apply under
Commonwealth, state and territory environmental legislation which can require that
land be set aside — so called ‘land offsets’ — as a condition of development
approval. For example, one approval under the Environmental Protection and
Biodiversity Conservation Act 1999 (Cwlth) in 2009-10 for an urban development
required 8.4 hectares of land to be set aside for each hectare of development. These
‘land offsets’ are discussed further in chapter 12.

Finally, allowing non-compatible land uses to encroach upon each other can limit
the usefulness of land for its zoned use. For example, allowing residential land uses
to encroach into the buffers around ports can reduce the amenity of those houses
constructed near the port (relative to locations away from the port); place limits on
the scope of the port’s operations through means such as curfews (should nearby
residents be sufficiently vocal and persuasive in complaints over noise from the
port); and increase traffic congestion and potentially limit road access to the port,
thereby further limiting its operations.

In fact, similar arguments and examples can be made for any industrial land use that
warrants a buffer between it and residential uses. The tension (and difficulty) in
finding the right balance between residential and industrial uses is highlighted in the
National Aviation Policy White Paper:

Suitable locations for airports are scarce. In the interests of safety and public amenity
there should be minimal development in the vicinity of airport operations. However,
there is also a need for airports to be easily accessible to population centres.
Inappropriate development around airports can result in unnecessary constraints on
airport operations and impacts on community safety. There is hence a need to ensure
that construction and development are undertaken in a way that is compatible with
airport operations, both in the present and taking into account future growth.
(Department of Infrastructure, Transport, Regional Development and Local
Government 2009a, p. 166).

Land supply targets

For areas with greenfield land available, the balance between greenfield and infill
development is an important planning consideration. Since both infill and green
field developments are either irreversible or very difficult to reverse, land supply
targets can not only affect the current amenity of cities but also planning choices
available to future generations.
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If existing urban land is used more intensively via infill development, then less
greenfield development is required for a given population. For areas with no
greenfield land available, such as capital city central business districts, the only way
by which increasing demand for ‘land uses’ (such as accommodation and retail
floor space) can be met is through infill development. Higher infill targets are
generally indicative of a more intense use of existing zoned land in the future.

The jurisdictions have different policies for setting targets for greenfield and infill
developments in their capital cities.

Targets for greenfield land

All jurisdictions set long range targets for new dwellings. However, only Sydney,
Melbourne, Adelaide and Perth have set land supply targets within their strategic
land use plan, land management programs and/or as part of government policy (see
table 4.5).22 These targets are set for different land uses; and for land at different
stages of the planning process at points where the government typically has most
control.

In general, the targets are expressed in terms of a level of supply sufficient to meet a
set number of years of anticipated future demand. As all targets for all land uses in
table 4.5 are expressed relative to forecast demand, there is no apparent reason
(aside from uncertainty around the demand projections) that the jurisdictions would
differ in their targets.

There is general agreement that a supply of undeveloped land sufficient to meet 15
years of projected demand is required to both avoid speculative pressure and aid
efficient ‘production’ of land (Local Government Association of Queensland 2006,
PC 2004, Southern Tasmanian Councils Authority 2010a). Perth and Adelaide both
provide for a target well in excess of 15 years. In the case of Perth, the Urban
Development Institute of Australia would suggest this is appropriate given:

History suggests that a 20 year zoned land supply is insufficient. In March 1996 there
was a combined stock of nearly 32 000 ha of existing undeveloped urban and urban
deferred zoned land in the Perth metropolitan region which was estimated to equate to a
land supply of 28 years. Ten years later in 2006, the Perth metropolitan region
experienced a major land supply crisis that resulted in significant increases in housing
costs which had a severe negative impact on housing affordability. (sub. 53, p. 13)

22 Comparing targets between jurisdictions has some limitations as the different planning systems
attribute different meanings to ‘zoned’.
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Table 4.5 What is an adequate supply of greenfield land?2

Benchmarks for adequate supply — years of accumulated demand

Syd Mel SEQ Per Adel Can
Land designated for future development
Residential land 150 15-25€ nt 25 25 nt
Commercial land nt nt nt 25 25 nt
Industrial land nt€ 15-25€ nt 25 25 nt
Land zoned for urban development
Residential land gd nt nt 15 15 nt
Commercial land nt nt nt 15 15 nt
Industrial land nt€ nt nt 15 15 nt

nt no target. @Hobart has been excluded from the table as there is no strategic land use plan for the city; and
Darwin has been excluded as there are no metropolitan spatial plans for Darwin in Territory 2030.. b Relates
to the amount of that land which has been released by Government for rezoning and servicing. © The New
South Wales Government plans to release benchmarks for industrial land as part of a report on the
Employment Lands Development Program to be released in early 2011. d Sydney also has a benchmark
target of 7.3 years supply of zoned land with lead in infrastructure in place. € In the benchmarking period, this
target aimed to ensure up to 25 years of land supply, with a minimum of 15 years. The policy of the current
government is to seek to have 20 t025 years worth of land supply in growth areas for Melbourne, Geelong and
other major regional cities across Victoria.

Sources: ACTPLA (2004); Department of Infrastructure (Vic) (2002); Department of Infrastructure and
Planning (Qld) (2010b); Department of Infrastructure and Planning (Qld) (2010c); Department of Planning
(NSW) (2005); Department of Planning (NSW) (2010c); Department of Planning (WA) (2009b); Department of
Planning (WA) (2010a); Department of Planning and Community Development (Vic) (2008); Department of
Planning and Local Government (SA) (2010a); New South Wales Government, pers. comm., 17 January
2011; Victorian Government (2008).

Targets for infill

As shown in table 4.6, the infill targets between the jurisdictions in percentage
terms are largely similar. Prior to the recent election, Sydney was aiming for 60-
70 per cent of its residential developments to be infill by 2031. This approach aimed
to manage infrastructure delivery and land supply and encourage development close
to services. The recently elected government government has made a pre election
commitment to reduce this target to 50 per cent. South-East Queensland also is
targeting 50 per cent by the same year.23 Higher infill targets are generally
indicative of a more intense use of existing zoned land in the future.

23 While the long term infill target for Sydney is 70 per cent, infill development has accounted for
around 80 per cent or more of development for several years (New South Wales Government,
pers. comm., 17 January 2011).
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Table 4.6 Balance of developmenta

SydP Mel® seqd Perd Adel® Can
Infill target (residences) 384000- 318000 377000 154000 129 000- No targetf
448 000 180 600
Infill target (%) 60-709 53 50 50 50-70h 50

A Hobart has been excluded from the table as there is no strategic land use plan for the city; and Darwin has
been excluded as there are no metropolitan spatial plans for Darwin in Territory 2030. b Between 2004-2031
according to policy in the benchmarking period. € This is based on Melbourne @5 Million which was policy
during the benchmarking policy. Targets for infill have not been set by the current governmen’[.d Between
2006--2031. © Between 2010-2040. fThe plan identifies proposed urban areas within the ACT for future
development to meet projected demand of between 58 000 and 90 000 additional dwellings by 2032. This
equates an infill target of 29 000 to 45 000 residences..9 The recently elected NSW government has made a
pre-election promise to change this target to 50-50. h Transition from 50% to 70% over the period.

Sources: NHSC (2010).

The jurisdictions also differ in how they aggregate infill targets across their cities.
In Sydney, the targets for residential dwellings are set over a 25 years time horizon
for each subregion in Sydney’s Metropolitan Strategy; and then, in turn, for each
local government area in each subregion. These targets are updated with the
Metropolitan Strategy review every 5 years. A similar approach is taken in Adelaide
and Perth, where targets are assigned to each of the subregional planning areas and,
in turn, cascaded down to the local constituent councils (PC State and Territory
Planning Agency Survey 2010 (unpublished)).

Industrial land

Compared to residential land, setting targets for industrial land can be a difficult
task given the variety of possible uses, unique requirements, and possible impacts
beyond their properties (see table 4.7).

In general, land areas set aside for industrial uses should:

o cnable a wide range of industrial activities but with consideration of any
adverse affects for other land uses (including, for example, sufficiently large
buffer zones around residential areas)

« be accessible to infrastructure (in particular, transport, electricity and water)
sufficient to service industrial requirements

 allow for changing industrial activities over time

« provide a range of lot sizes, locations and permitted uses (Department of
Planning and Local Government (SA) 2010b, Department of Planning (WA)
2009a, Department of Sustainability and Environment (Vic) 2004).
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Table 4.7 Requirements for industrial land

Industrial use Land Requirement Location / Access
Heavy o Medium to Large sites e B-double access
Manufacturing e Flat land « Proximity to freight route
o Large separation buffers ¢ Proximity to container port, rail terminal

e Provision of utilities and information,
Communications and Technology (ICT)

Light e Small to large sites e Truck access, possibly including B-double
Manufacturing e Flat land « Proximity to freight route
e Small to medium separation buffers ¢ Access to supply chain/ labour/customers

e Provision of utilities & ICT

Transport / e Large sites o Ready site access/egress including B-
Warehousing e Flatland double
¢ Ready access to intermodal facility

Local Trade e Small sites e Central to customers
Services o Minor buffers

Source: Based on Planning SA (2007).

Local government statutory plans

As outlined in chapter 3, the statutory plans of individual councils contain planning
instruments that control land use within local government areas. In comparison with
the higher level strategic land use plans which affect the overall supply of land for
residential, commercial and industrial uses, a council’s statutory plan can have an
effect on the amount of land that is available for each particular use — in particular,
by defining the restrictions on land use which apply to different areas within council
boundaries through zones, overlays, precincts and other development controls.

Zoning

In theory, the primary objective of defining zones — and other development control
instruments — is to segregate land uses which could be considered incompatible. In
practice, zones can be used to prevent new development from interfering with
existing residents or businesses or to preserve the character of a community.

It is difficult to compare the number of zones across jurisdictions or even across
councils in the same jurisdiction. The size of local council areas, the nature of
commerce and industry within local council areas and the level of detail
underpinning the local plans (including the definitions applied to zones) all vary
both between and within jurisdictions. This is because the legal framework for
zones is at the state and territory level — hence, different zoning rules can apply
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between the jurisdictions; and the detailed specification of zones is at the local
council level — therefore, definitions and restrictions on land use through zones
will also vary within jurisdictions.

Variations in zones (and other development controls) within jurisdictions are
apparent even when the jurisdiction has a common set of zones to be applied in all
local plans. For example:

« 1n 2006, Standard Instrument Local Environment Plan (LEP) was introduced to
councils in New South Wales to reduce the number of zones from over 3100
(then) to 34 — however, as at 30 June 2010, only 16 of the 152 local
government areas had ‘notified” Standard Instrument LEPs (New South Wales
Government, pers. comm., 17 January 2011)24 and, accordingly, there remains
considerable variation in the number of zones in the plans of New South
Wales’ local councils (table 4.8)

« while there are 33 standard zones defined in the Victorian Planning Provisions,
each local council includes only those zones in its plan which are required to
implement its strategy.2>

Despite difficulties in making strict comparisons between and within the
jurisdictions (as documented in detail in chapter 3), the average number of zones for
council areas between the capital cities is provided in table 4.8.

Numerous local councils include a single ‘residential zone’ in their plans, while
many others include a number of ‘residential zones’. The differences in the
definitions of residential zones which can apply across councils is demonstrated in a
comparison of the residential zones defined in Subiaco (Western Australia) and
Ipswich (Queensland) provided in Table 4.9. Although the nature of these local
government areas are different26, these differences highlight the restrictions that
might apply in one council’s residential zone compared to another— and which can
substantially affect the development of land for residential use across and within
local government areas.

24 Ag at 30 November 2010, the number of Standard Instrument LEPs notified had increased to 26.

25 Local councils cannot vary the standard zones or introduce local zones into their plans. Some of
the standard zones allow for local circumstances/requirements to be detailed in schedules to the
plans. The Victorian Government has committed to undertake a full review of its zoning system
to ensure it is ‘functioning correctly’ and remains ‘relevant’ (Victorian Government, pers.
comm., 19 January 2011).

26 Compared to Subiaco, Ispwich has a much larger geographical proportion of rural and industrial
land uses and is situated further from the state capital city centre (Ipswich City Council, sub. 81,

p-2).
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Table 4.8 Number of zones employed by local councils: 2009-10
Capital city and SEQ planning areas

Average number Council with  Number of Council with  Number of
of zones within a most zones  zones fewest zones zones
council area

Syda 20 Camden 48 Leichhardt 5

Mel 17 Casey 25 Stonnington 10

SEQP 40 Logan 105 Somerset 10

Perth 12 Perth and Swan 22 Peppermint Grove 4

Adel 25 Onkaparinga 51 Walkerville 7

Hob 17 Glenorchy 31 Kingborough 6

Can There are 23 zones in the Territory Plan (which applies to Canberra)®

Dar There are 32 zones in the Northern Territory Planning Scheme (which applies to Darwin) €

@ The Warringah Council plan defines 74 geographical areas (localities) in which different activities are
permitted and different DA requirements apply. These areas have not strictly been defined as zones and so
Warringah Council has not been included in this table. b This ncludes zones and ‘area classifications’. The
larger size of councils in SEQ results in more zones that the samller local governments in other
jurisdictions.€ The Territory Plan (ACT) and Northern Territory Planning Scheme are the equivalent of the
local planning schemes of the local councils and separate to the strategic land use plans detailed in table 4.1
and elsewhere in this chapter.

Source: Productivity Commission estimates derived from review of local council and Territory planning
schemes.

Similarly, there are also differences across local councils in their definitions of
zones for commercial and industrial land uses. For example:

In the Perth metropolitan and Peel regions, there is significant variance in the manner in
which general and light industries are defined and managed. Industry classifications
also include special, cottage, service, noxious and hazardous land uses. Many local
governments also include research and development, showroom, warehouse and mixed
business development in the definition of industry. These uses are traditionally located
in commercial areas, but increasingly they are occupying industrial land. This lack of
consistency in planning for and the protection of industrial land has resulted in the
gradual erosion of some key industrial sites because of the encroachment of non-
industrial land uses such as retail and commercial. (Department of Planning (WA)
2009a, p. 1)

The Department of Planning (WA) is concerned that these differing zoning
definitions makes it ‘increasingly difficult to manage and regulate the development
and preservation of industrial land to optimise its use’ (Department of Planning
(WA) 2009a).
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Table 4.9 Comparison of residential zones
Subiaco (WA) and Ipswich (Qld) case study

Subiaco (WA) Ipswich (Qld)
Zone Conditions Zone Conditions
R15 o ~15 dwellings per hectare? Rural C (Rural e no new lots will be created unless the
« up to 9 metre high with council Living) Council is satisfied there will be no net
permission, 6.5 metres otherwise increase in the number of rural lots within
the area
R20 4 ~20 dwellings per hectare? Large Lot e 1.5-2.5 dwellings per hectare
« up to 9 metre high with council Residential « non-residential uses where they fulfil a
permission, 6.5 metres otherwise community need and do not detract from
amenity
R30 « ~30 dwellings per hectare? Township ¢ new lots to have an overall dwelling
Residential density of 2.5 dwellings per hectare,

e up to 9 metre high

minimum lot size of 4000m? and frontage
¢ frontage of over 25 metres g

of 40 metres
¢ non-residential uses where they fulfil a
community need and do not detract from

amenity
R40 o ~40 dwellings per hectare? Residential Low e ~10-15 dwellings per hectare
« up to 9 metre high Density o precludes multi-storey dwellings in most
instances

o frontage of over 25 metres
¢ non-residential uses where they fulfil a

community need and do not detract from

amenity
R50 o ~50 dwellings per hectare? Township e conserve pre-1946 dwellings
e up to 9 metre high Chargcter « depending on the area, density is not to
Housing exceed 15-50 dwellings per hectare

¢ frontage of over 25 metres

R60 o ~60 dwellings per hectare? Residential ¢ depending on the area, density is not to
Medium Density ~ exceed 50-75 dwellings per hectare

¢ generally precludes buildings of over 3
storeys

¢ 6 metre set back for buildings

¢ non-residential uses where they fulfil a
community need and do not detract from

e up to 9 metre high
o frontage of over 25 metres

amenity
R80 « ~80 dwellings per hectare? CBD Residential e provides for construction up to 10
High Density storey’s

e up to 12 metre high with council
permission, 9 metres otherwise e provides for a range of non-residential

¢ frontage of over 25 metres uses

a Approximate figure.

Sources: Ipswich Planning Scheme; City of Subiaco Town Planning Scheme No. 4; Ipswich City Council,
sub. DR81, p. 2.

Other examples of the effects that zoning (and other development control
instruments) can have on the availability of land for development are provided in
submissions to this study (see box 4.6).
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Box 4.6 Impact of zoning on land uses — issues raised in
submissions

Some businesses do not readily fall within the land use definitions in local planning
schemes and unless there is some flexibility and discretion available to officers, a use
can be unnecessarily prohibited or curtailed. (Council of Capital City Lord Mayors,
sub. 31, p.12)

The preclusion of new industries and the continued existence of particular industries in
some locations can arise from a Local Government authority’s failure or delay to review
its town planning scheme in a timely manner...The failure or delay to review a town
planning scheme can often result in a scheme being out of date and not reflecting the
needs of a community. The overly prescriptive nature of older town planning schemes
in operation within some Local Government authorities can also preclude innovation,
new development and technology and preclude Local Governments from being able to
respond to market changes. (Western Australian Local Government Association,
sub. 41, p. 15)

Current zoning requirements restrict the location of tourism related enterprises to areas
in which they are competing with other commercial uses or prevent them from
competing with alternative uses such as residential. (Department of Resources, Energy
and Tourism, sub. 22)

Given the peculiarities of individual jurisdictions, a ‘one size fits all’ approach to
zoning across the jurisdictions is not necessary, or even desirable. However, it is
clear that:

« the wider the definition of allowable uses encompassed in a given zone, the less
likely it is that land with that zoning will require rezoning in order to be put to
a different use (rezoning is discussed in chapter 5)27

« wider zoning definitions also provide greater scope for the market to allocate
land to its best use, albeit within the uses allowed by the zone

o a small number of narrowly defined zones for a local council area increases the
likelihood that certain activities will be effectively precluded from that local
area.

An alternative to broader zoning definitions is to allow planners to consider (and
approve) development applications that do not comply with the scheduled zone (so-
called ‘non-complying developments’). Such applications could be considered on a
merits basis against principles outlined in land use policies (as can occur in the ACT
under the National Capital Plan). However, such an approach is likely to increase
costs for developers as non-complying developments often require more

27 Widening the zoning definitions can come at a cost of decreased planning precision.
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documentation and supporting studies to justify their approval on a merits basis,
thereby adding to the cost of the process for developers. Indeed, this approach may
result in a cost shifting from government — which would no longer incur the costs
of investigations and studies required to rezone land — to developers. Further,
developers would incur these costs each time that there is an alteration to a property
with a non-complying use requiring a new development application.28

Compared to this approach, more broadly defined zones would avoid the costs of
non-complying development (and rezoning) and achieve the appropriate planning
outcomes if the zones reflected all the land uses conceivable as being permitted
under the prevailing planning policies.

Broader zones would also reduce restrictions on competition. Competition issues
are discussed in detail in chapter 8. In particular, that chapter provides some
comparisons between the jurisdictions for the zonings that can accommodate small
supermarkets, large retailers and bulky goods retail premises. That analysis
demonstrates further variation in the zoning definitions of the jurisdictions; for
example, bulky goods retailers can operate in areas zoned ‘industrial’ in some local
council areas, whereas in others they are limited to sites zoned for ‘business’ or
‘commercial’ uses.

Given these potential impacts of zoning on the availability of land for different uses,
and the difficulty associated with anticipating future land use needs, zones should
be broadly framed and more functionally oriented to limit that the extent of future
rezoning required to accommodate unforeseen demand for different land uses.

Land management/supply programs

The jurisdictions use land management programs2® to obtain up to date information
on the availability of land for residential, commercial and industrial uses
(KPMG 2010). In turn, these programs facilitate the informed implementation and
review of the jurisdictions’ land supply strategies. In New South Wales, the scope
of the Metropolitan Development Program (MDP) also extends to processes for
considering new sites; the timing and sequencing of development; benchmarks for
key stages in the land supply process (including benchmarks for the stock of land at

28 The Commission’s consultations in South Australia indicated this can be a major issue in the
use of non-complying development assessments.

29 Sometimes referred to as land management supply programs.
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those stages in the process);30 processes for land supply assessment; and
infrastructure coordination (Department of Planning (NSW) 2010c¢).

As provided in table 4.10, there is variation in the land management programs
across the jurisdictions. All of the jurisdictions’ programs monitor land for
residential uses; while land for industrial uses receives less attention; and land for
commercial uses receives the least attention. Although not part of a land
management program as such, Western Australia does conduct a census of its
commercial and industrial land every five years and has a longitudinal data set for
these land uses that goes back around 20 years (Western Australian Government,
pers. comm., 9 February 2011).

The jurisdictions employ a variety of approaches to monitor the adequacy of land
supply to trigger policy reviews relating to issues of adequacy. For example:

o South Australia has performance indicators that trigger a policy review when
the evidence suggests that land supply may be falling short of requirements. It
1s interesting that these triggers are included in the 30 Year Plan for Greater
Adelaide, and not in the Housing and Employment Land Supply Program
(HELSP)

o Victoria’s Growth Areas Authority (GAA) monitors the adequacy of land
supply in Melbourne’s designated Growth Areas against internally defined
trigger points

o New South Wales includes an assessment of stock levels in the annual roll-
forward of the Sydney Metropolitan Program with a view to identifying any
necessary actions to ensure benchmark levels will be available in the future

o Queensland tracks the provision of land supply through the Growth
Management Program for South East Queensland which is reported every year
to inform and help prioritise state and local government planning actions and
infrastructure investment aimed at ensuring an adequate land and dwelling

supply.

The jurisdictions may also undertake ad hoc land supply reviews. For example, in
2009, Department of Planning (WA) prepared an Industrial Land Strategy (2009a)
as ‘part of the state government’s response to a recognised shortfall in industrial
land supply’. The Industrial Land Strategy 2009 provides the framework for the
strategic planning considered necessary to address the shortfall in Western Australia

30 1n July 2006 these were adopted by the New South Wales Cabinet and, in November 2006, the
benchmark for ‘zoned and serviced’ land (table 4.6) was included as a target in the State Plan
(and has been retained in subsequent revisions of that plan). The measures add an additional
layer of oversight to that of the Metropolitan Development Program.
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and, in doing so, includes a considered analysis of the demand and supply factors
contributing to the shortfall and how they might be addressed.31

Table 4.10 Land management/supply programsa2

Syd Mel SEQ Per Adel Can
Program MDPP  ELDPC uppd evpe  upPf  HELSPY ILRPh
Year commenced 19811 2007} 2003 Yet to 1990! 2010 1988
startk 2009M
Frequency of updates Annual na Annual Will be Annual™  Will be Annual
annual  Quarterly®  annual
Covers:
Residential land v x v v v v v
Commercial land x v x x %P va v
Industrial land x v v v v v v
Monitors progress of major v na v v v v vd
projects
. v r va
Monitors past supply na v na v v
Considers current & future v na v 4 v vr vq
supply
Monitors past demand / va na v v v vr vq
consumption
Considers current & future vq na v v v vr va
demand / consumption
Trigger points for minimum v na v'S v vt vu x

supply

na not available (no reports have been released under the program). @ Hobart and Darwin have been
excluded from the table as they do not have a current land management/supply program nor do they have one
under consideration. Metropolitan Development Program. ¢ Employment Land Development Program.

Urban Development Program —includes the ‘Urban Growth Monitor’ and ‘Land Supply and Housing Activity’
report. € Growth Management Program. T Urban Development Program. 9 Housing and Employment Land
Supply Program. h |ndicative Land Release Program. ! Program has existed in different guises since the early
1970s. J Was re-established in 2007. Base year for monitoring commenced January 2008. First report of the
new ELDP was released in February 2010. k Program was announced in May 2010. I Metropolitan
Development Program: Land Release Plan. M The Urban Development Program for Western Australia
incorporates the former Metropolitan Development Program, Country Land Development Progam and the
Industrial Land Development Program. M Land Development Outlook, Urban Growth Monitor and Developers’
Land and Dwellings Intentions Survey. © State Lot Activity and Land and Housing Activity. P Commercial was
included in the Country Land Development Program. 9 Limited and generalised analysis. ' Limited analysis
for commercial land uses (including retail). $ Part of the GAA’s role is to continually monitor the adequacy of
land supply in designated Growth Areas against defined trigger points. t Contained in Directions 2031 and
Beyond. YContained in the 30 Year Plan for Greater Adelaide, not the HELSP.

Sources: Department of Land and Property Services (ACT) (2010); Department of Planning (WA) (2010b);
Department of Planning (NSW) (2007); Department of Planning (NSW) (2010c); Department of Planning and
Community Development (Vic) (2010a); Department of Premier and Cabinet (Qld) (2010); Department of
Planning and Local Government (SA) (2010b); Western Australian Planning Commission (2010).

31 The Industrial Land Strategy 2009 is still a draft but is due to be finalised in 2011.
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4.3 Areas for improvement and leading practice insights

An adequate supply of urban land across the broad land use categories is important
for social, economic and environmental reasons. By determining the amount and
location of land available for different land uses, planning policies influence the
location, size, and scale of business activities; and the type and cost of residential
land and dwellings. Since many planning decisions are irreversible, they not only
affect the current amenity of cities but also planning choices available for future
generations.

In comparing the planning policies and strategies between the jurisdictions, it is
possible to identify some leading practices and areas for improvement.

From a state or territory perspective, jurisdictions which do not employ
strategic land use plans for their capital cities and leave land supply and
planning entirely to the discretion of individual local councils run the risk that:

there may be an over supply of land for one or more use when the multiple
land allocations of councils are aggregated or that there may be an under
supply where the net benefits of development to a council are less than the
net benefits to the broader community; and/or

developments may take place in sub optimal locations because either the
application processes are more streamlined in a given council or
insufficient land has been made available in local government areas most
suited to given land uses.

While a one size fits all approach to zoning (and other development control
instruments) across the jurisdictions is not necessary, or even desirable, zones
should be broadly framed and more functionally oriented to limit the extent of
rezoning required to accommodate unforeseen demand for different land uses.
It is clear that:

the wider the definition of allowable uses encompassed in a given zone, the
less likely it is that land with that zoning will require rezoning in order to
be put to a different use (rezoning is discussed in chapter 5)32

wider zoning definitions also provide greater scope for the market to
allocate land to its best use, albeit within the uses allowed by the zone

a small number of narrowly defined zones for a local council area increases
the likelihood that certain activities will be effectively precluded from that
local area.

32 Widening the zoning definitions can come at a cost of decreased planning precision.
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« Urban growth boundaries, such as defined for Melbourne, and urban footprints,
as used in most other jurisdictions, are likely to improve planning processes
through clarity and transparency in the development of land on the fringes. In
combination with wider zones, urban growth boundaries have the potential to
improve certainty in land supply processes.

« Fixed requirements for green space in residential subdivisions, such as the 12.5
per cent requirement in South Australia and the 10 per cent requirement in
Western Australia, seem overly prescriptive33. For example, it would not seem
necessary to set aside 10—12.5 per cent of a subdivision for green space where
that subdivision comprises lots no smaller than one hectare. On the other hand,
such green space ratios may be appropriate for a subdivision that is to become
high density residential units.

« Preserving and enforcing buffer regions around active industrial areas, such as
ports, helps ensure the industrial activities in those areas are not curtailed by
the encroachment of other, incompatible, land uses. More generally, the leading
practices in planning for industrial land include:

— enabling a wide range of industrial activities to be undertaken in locations
that do not adversely affect other land uses

— having easy access to transport infrastructure and adequate electricity and
water infrastructure for the industrial uses on the land

— allowing for changing industrial activities on the land over time.

o Land management programs that monitor land supply outcomes (such as
employed in Sydney, Melbourne, Adelaide and Canberra) are primarily
focused on land for residential uses. They do provide good information to
assist the planning and sequencing of future residential developments.

— In particular, the triggers in South Australia’s strategic plan when coupled
with its Housing and Employment Land Supply Program (HELSP) provide
a strong policy setting for monitoring land supply outcomes and addressing
any issues in a timely manner (should any arise).

« In approximately half of the jurisdictions, there is systematic monitoring of
commercial and industrial land supply. However, in all jurisdictions,
monitoring of land for these uses could be improved.

33 This applies where practical. It will not normally be required for five lots or less, provided a
contribution is not required by a provision of Town Planning Scheme or approved structure plan
under defined circumstances; and may be provided by cash in lieu of land under definite
circumstances.
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5

Urban land supply — processes and
outcomes

Key Points

Based on a sample of 20 residential developments in greenfield areas across Australia's
five largest cities, it can be 10 years after the commencement of rezoning before a
subdivision of that land is completed, infrastructure is installed, and building can
commence. If processes outside of planning are included, it can take up to 15 years
between site assembly and building construction.

Across all jurisdictions, the most common causes of delays and extended timeframes in
land supply processes are associated with rezoning and planning scheme amendment;
structure planning; and overcoming community concerns and objections. The
substantial length of time associated with rezoning and structure planning processes (up
to six years) is not surprising given the complexity and absence of statutory time limits in
most jurisdictions.

The most common rezonings are for changes to housing and residential uses, where
the uplift in land value is likely to be the greatest.

Based on the difficulties in obtaining consistent and accurate data on key stages in land
supply processes for this report, particularly with respect to commercial and industrial
land, it is difficult to understand how some jurisdictions monitor the adequacy of land.

Some leading practice approaches and areas for improvement in land supply include:

— implementing statutory timeframes for rezonings and structure planning to provide
discipline to the regulatory processes and also to provide developers with a better
idea of the timeframes they should allow

— creating a role for government land organisations as first developer in new settlement
areas, where appropriate, would provide precedent planning decisions to assist other
developers and ensure major ‘lead in’ infrastructure was in place

— using government land organisations to pave the way in complex projects (for
example, by remedying issues such as fragmented land holdings or contaminated
soil) will reduce risk in development sites to a level where it is feasible for private
sector developers to subsequently complete projects

— completing structure plans for a new development area in advance of any
development in that area.
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This chapter focuses on implementation issues and outcomes in land supply
processes. With a view to determining leading practices that support adequate
supplies of land for residential, commercial and industrial uses, this chapter extends
the analysis in chapter 4 which compares the policies and strategies used in the
jurisdictions to plan and manage urban land supply across different uses in their
capital cities. In particular, section 5.1 develops a stylised planning framework
which 1s then used to compare and analyse the jurisdictions’ planning
implementation processes; section 5.2 provides information on land supply
outcomes between the jurisdictions; and section 5.3 suggests areas for improvement
and summarises leading practice insights.

5.1 Delivering adequate supplies of land

The jurisdictions’ planning implementation processes are an important factor in
ensuring adequate and timely delivery of land for urban uses. Importantly, these
include the approvals and decision making processes and their related information
and compliance requirements. In addition, there is scope for Government Land
Organisations (GLOs) to have a positive effect on the availability of land; while
fragmented land holdings and land banking can detract from land supply.

Land supply processes

To gain a clearer understanding of how the jurisdictions’ implementation processes
affect land supply processes, the Commission requested information from state and
territory government planning departments and developers via questionnaires
(further details on these questionnaires are provided in appendix B). On the basis of
their responses, additional consultation, and consideration of land management
programs and information provided by the National Housing Supply Council
(NHSC 2010) and Urbis (2010a), the Commission has developed a stylised
framework for analysing the supply of land for urban uses. This framework is
provided in figure 5.1. The shaded area in this diagram highlights the approvals
processes where the jurisdictions’ planning systems have the greatest impact and
influence.
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Figure 5.1 Stylised land supply process

Grey shading denotes primary impact and influence of planning systems

Locate and assemble land

v

Initial planning and due diligence

'

Rezone land / amend planning scheme

'

Structure plan® (when utilised)

'

Prepare subdivision application

'

Planning authority approval to subdivision

'

Address approval conditions

'

Install infrastructure

y
Final certification and issue of new land

a For simplification, in SEQ, this includes the step of master planning; and in NSW, in the growth centres
approach, the structure plan (called Indicative Layout Plan) occurs at the same time as the rezoning process.

Planning approval processes

For all jurisdictions, key planning approval processes are identified in the flow
diagrams provided in appendix E. These diagrams represent the ‘standard’ land
supply processes that apply in each jurisdiction (as distinct from potential ‘fast
track’ approaches that might be available to, for example, state significant projects).
The alternative processes available in designated growth areas are also depicted.
From these diagrams, it is clear that planning approval processes are very complex
and can vary significantly across the jurisdictions.

Unlike an application for a subdivision approval which is initiated by the developer,
rezoning of land and structure planning can only be formally initiated (in most
jurisdictions) by local, state or territory government planning authorities. While
planning authorities may be approached by developers to consider rezoning
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proposals, the decision on whether to initiate the rezoning process and make
attendant structure plan amendments is with the planning authority. Further,
planning authorities in most jurisdictions can initiate a rezoning without the
approval of affected land holders.

All jurisdictions have statutory timeframes for their subdivision approvals
processes. As shown in table 5.1, these timeframes range from 20-90 days. Where
the statutory timeframe triggers a deemed refusal (as it does in New South Wales)
the timeframe will only be effective if, and when, an applicant decides to appeal a
deemed refusal through the appropriate appeal channel (appeals processes are
explained in chapter 3). If an application triggers a deemed refusal, and the
applicant chooses not to exercise their appeal rights, then planning authorities can
take as much time as they choose once the statutory timeframe is passed.

Table 5.1 Statutory timeframes for land supply approval processes
Calendar days (unless otherwise noted)

Approval process NSW Vic Qld WA SA Tas ACT NT

Rezone land / plan amendment - - - - - - - _

Structure planning (box 5.1) @ na - - na na na na na
Master planning na na - na na na na na
Subdivision approval 60P 28-49¢ 20-40d 90 56 42 30-45® 84

- denotes no statutory timeframe. na not applicable (is not a mandatory process within planning legislation).
a For simplification, in SEQ, this includes the step of master planning; and in NSW, in the growth centres
approach, the structure plan (called Indicative Layout Plan) occurs at the same time as the rezoning process.

The statutory timeframe reduces to 40 days if no referrals are required. € The decision should be made as
soon as possible after receiving a response from referral authorities. Response from referral authorities have a
statutory timeframe of 28-49 days (see chapter 10). d These are business days. Commences from the time a
complete application has been received, a public notification period of at least 30 business days completed
and any necessary referrals processes completed (see chapter 10). € Decision to be made within 30 business
days of lodgement if no representations are made or 45 business days after the lodgement date if
representations are made.

Sources: Environmental Planning and Assessment Regulation 2000 (NSW); Planning and Environment
Regulations 2005 (Vic); Sustainable Planning Act 2009 (Qld); Development Regulations 2008 (SA); Planning
and Development Act 2005 (WA); Land Use Planning and Approvals Act 1993 (Tas); Planning ACT 2009
(NT); Planning and Development Act 2007 (ACT).

In New South Wales, the typical subdivision consent period granted by councils is
two years, although planning legislation provides for a maximum of five years after
which the consent lapses unless there has been ‘substantial commencement’ on the
subdivision. In Western Australia, subdivision approvals lapse after four years for a
plan of subdivision creating more than five lots; and three years for a plan of
subdivision creating five or fewer lots.

The time limitation on Western Australia’s subdivision approvals has been a long
standing requirement. Over the past 20 years, across all land subdivisions
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(residential, industrial and commercial), approximately 45 per cent of all
subdivision approvals in Western Australia have lapsed prior to completion of the
subdivision. Within Perth, approximately one-third of residential subdivision
approvals have lapsed prior to the completion of the approved subdivision (PC
State and Territory Planning Agency Survey 2010 (unpublished)).

There are no jurisdictions which have an enforceable timeframe to decide on
rezoning proposals. Except for Queensland, there are no statutory timeframes for
the finalisation of structure and master plans.! In Queensland, there are statutory
timeframes for the progression of a structure plan. These timeframes are outlined by
the Minister in the declaration of a Master Planned Area.

The nature and effect of structure plans is explained in box 5.1.

Structure planning is only a mandatory process in Queensland and in Victoria for
Melbourne’s designated growth areas. However, most jurisdictions will require a
structure plan for at least some projects. For example, most developments in the
ACT, need to be in compliance with an approved structure plan. A structure plan
may require that a location specific master plan (or plans) to be prepared. These
master plans generally entail even more detailed planning of a specific area within a
proposed development.

Time taken to complete greenfield developments

The Commission requested information from the jurisdictions’ planning
departments on timeframes for processes associated with rezoning and plan
amendments; structure planning (when utilised); and decisions on subdivision
applications. The Commission also requested information from developers on all
aspects of the land supply process except for structure planning and final
certification and issue of new titles.2

The responses from planning departments and developers were combined to
estimate likely timeframes for land supply processes (both overall and for the
individual processes). These timeframes are provided in Table 5.2. In this table, the
overall timeframe does not equate to the sum of elapsed time for the individual
planning processes since some of these processes may be conducted concurrently.

1 Some jurisdictions, such as Victoria and South Australia, have committed to timeframes for
these activities in their strategic land use plans and other planning documents, but these
commitments do not have statutory backing.

2 Structure planning is predominantly undertaken by planning authorities rather than developers;
and final certification of new titles primarily involves interactions with land titles offices/land
registries rather than the planning system..

URBAN LAND SUPPLY 141
- PROCESSES AND
OUTCOMES



Box 5.1  Structure plans

A structure plan demonstrates the proposed layout of a development area. A structure
plan provides the framework against which developers prepare their development
applications.

Structure plans address the land use, environmental, heritage, and infrastructure
considerations relevant to that area. They can provide considerable detail on matters
such as: the location and configuration of roads; the nature and location of social
infrastructure (such as schools); the infrastructure charges applying in that area; the
extent, nature and location of open space areas; and the types of housing that will be
permitted in given locations.

As discussed in chapter 6, structure plans are an important tool for facilitating the
coordinated provision of infrastructure. In this context, while structure planning may
extend times frames at the ‘front end’ of the land supply process (see figure 5.1), it can
reduce the complexity and timeframes associated with the ‘back end’ processes —
such as installing infrastructure.

Structure plans broadly similar to Australian requirements were in place in the United
Kingdom (UK) until their abolition in 2004 when they were replaced with Regional
Spatial Strategies (RSS) which were similar in nature — although more prescriptive
and required additional information such as housing targets. In May 2010, the UK
abolished RSS on the basis that they were an ‘unnecessary bureaucracy’, ‘expensive
and time-consuming’ and ‘alienated people’.

In Australia, structure plans have also been subject to some scrutiny.

For example, in Western Australia, structure plans generally require the approval of the
relevant local government and then the endorsement of the Western Australian
Planning Commission. To avoid duplication inherent in this process, reforms are being
considered to allow for joint, rather than sequential, assessment of these plans

Sources: Department for Communities and Local Government (UK) (2010); Department for Planning and
Infrastructure (WA) (2009).

It is clear that there is significant variation in timeframes for the completion of land
subdivision projects. Across Australia's five largest cities, planning approvals
processes for residential development, which must be completed before
commencement of building, can take up to 10 years to complete. Specifically, it can
be 10 years from the commencement of rezoning to subdivision approval and
installation of infrastructure. (In Table 5.2, this timeframe spans all of the shaded
area plus the time to install infrastructure.) If the initial location and assembly of
land by the developer is included (involving processes outside of planning),
residential developments can take up to 15 years until the commencement of
building.
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Urbis (2010a) has reported a wide range of possible timeframes for best and worst
case scenarios in Melbourne (84-109 months) and SEQ (30-129 months).3 The
NHSC (2010) has also estimated that it takes 50-156 months for land entering the
‘land supply pipeline’ to pass through the required planning processes.

In addition, for the individual jurisdictions that provided them with complete
information, the NHSC (2010) also estimates the time taken for land to complete
different stages of the land supply process4:

o Victoria — 24 to 60 months

o Queensland — 91 months

o South Australia — 21 to 84 months
o ACT — 84 months.

The estimates of timeframes provided in table 5.2 are generally consistent with
those estimates provided by the NHSC. In contrast to the timeframes provided in
table 5.2 (which are based on the experiences of particular developers and generally
for projects completed between 1 July 2008 and 30 June 2010), the NHSC estimates
of total time taken to complete the land supply process are based on the
jurisdictions’ estimates of the average time taken to complete each stage of land
supply process as at 30 June 2009. The NHSC estimate for Queensland sits in the
mid-range of the times supplied by South East Queensland developers in table 5.2
and therefore seems to be a reasonable estimate of the average (not withstanding the
comparatively small data sample underlying this table). Similarly, the range of
times provided in table 5.2 and the NHSC estimates for Melbourne and Adelaide
align reasonably well — although developers in Adelaide provided a wider range of
times than the planning department’s estimated averages.

3 Urbis estimates included a 20 month timeframe for ‘project realisation’, which included
building approvals, construction, building certificates and selling the property. This 20 month
period has been excluded from these estimates as it relates to activities undertaken after the
completion of the land supply process.

4 In the methodology of the NHSC, this relates to passing from the beginning of ‘stage 2’
(zoning/rezoning) to the completion of ‘stage 5’ (construction of subdivision infrastructure and
issue of new titles).
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Table 5.2 Elapsed time to complete land supply processes for
capital city planning areasab
Calendar months

Syd Mel SEQ Adel Per Dar Can
Locate site and ne 2-12 3-91 1-24 12 ne ne
assemble land
Initial planning 3-8 647 2-24 1-55 ne ne ne
and due diligence
Rezone land / 16-78 18 13-38 24-30 9-48 1-6 24
amend planning
scheme®
Structure pland 36 26-78¢ ne ne 12-72 ne ne
Prepare 4-10 3-22 2-11 2—6 3 ne ne
subdivision
application
Decision on 4-6 3-6 3-24 5-24 2-36f 2-4 ne
subdivision®
Address approval 3-12 1 2 6 12 ne ne
conditions
Install 12 ne 10 36+ ne ne ne
infrastructure
TOTALY ne-119  30-60+ 14-172 24-133+ 36-120+ ne ne

ne no estimate supplied. + denotes project is ongoing and timeframes represent the time spent to date and
the expectation that further time will elapse before the completion of the stage or project. @ Table excludes
Hobart as the Commission was unable to obtain any estimates from either planning departments or
developers. The majority of timeframes in this table relate to residential/housing developments. Appendix B
contains details of the number of developers (and the number of projects) that provided the data for this table.
b Grey shading denotes primary impact and influence of planning systems. € Data is based on responses
from planning departments and developers. d For simplification, in SEQ, this includes the step of master
planning; and in NSW, in the growth centres approach, the structure plan (called Indicative Layout Plan)
occurs at the same time as the rezoning process. € 78 month timeframe was provided by the Growth Areas
Authority and so is not reflected in the total timeframes. The structure plans on which the GAA estimates are
based were commenced many years ago and under a different system to that which applies in 2011. The GAA
estimates completion times of between 2-3 years for structure plans commenced in 2011. f Developers
reported a maximum timeframe of 18 months. The WAPC advised that under-prepared applications may
remain ‘in the system’ for some years until all issues with the application are resolved. 9 Total timeframes are
based on developer responses for individual projects.

Sources: PC Survey of Greenfield Developers 2010 (unpublished); PC State and Territory Planning Agency
Survey 2010 (unpublished).
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Despite the wide range in the overall time taken to complete the process, there is
some consistency in the timeframes for individual processes:

« most developers take 6 months or less to prepare their subdivision application

« with the exception of Darwin, the rezoning and plan amendment processes
takes greater that twelve months — timeframes of 18—-24 months are common

o the structure planning process typically takes more than 24 months —
timeframes as long as 72—78 months have been reported in Melbourne and
Perth.>

In the NHSC (2010) estimates, rezoning and structure planning were also the
significant factors adding to the overall time taken to complete the land supply
process.

As noted, some of the individual planning processes may be conducted
concurrently. In particular:

« where it applies, the structure planning process is often undertaken in parallel
with, and informs, the rezoning process — as such, not all of the time taken to
rezone land is additional to the time taken to complete the structure planning

« Victorian and Tasmanian planning laws allow planning authorities to consider
rezonings concurrently with subdivision applications.

Despite the extent of conditions attached to subdivision approvals — one response
to the Commission’s questionnaire noted their subdivision approval included over
100 conditions— developers can usually address the conditions within 6 months of
receiving the approval.

Based on responses to the Commission’s questionnaire, the notable areas of
variation between projects and across jurisdictions were:

. the amount of time taken to locate and assemble a site and complete initial
planning and due diligence

— since steps are often undertaken concurrently so that generally the total
timeframe to complete both stages is less than the sum of their individual
timeframes

« the time taken to decide the subdivision application

5 The structure plans on which Victorian estimates are based were commenced many years ago
and under a different system to that which applies in 2011. The GAA estimates completion
times of between 2-3 years for structure plans commenced in 2011.
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— the developers’ responses to the Commission’s questionnaire showed that
applications were either decided within 3—6 months, or they took 18-24
months®. There is no apparent reason for this dichotomy

« the rate at which infrastructure is installed

— developers in Victoria were able to install infrastructure for between 50—100
lots per year in each of their subdivision developments — while not captured
in the survey results, GAA data show that some Victorian developers have
installed infrastructure at a rate of between 300-500 lots per annum in recent
times (Victorian Government, pers. comm., 19 January 2011)

— developers in Queensland were able to install infrastructure at a rate of
around 200 lots per year in their subdivision developments

— developers in Perth were able to install infrastructure for between 150-500
lots per year in each of their subdivision developments.’

Cause of delays in the land supply planning process

The Commission sought information from each jurisdiction’s planning department
and from developers about the sources of the delays and extended timeframes
associated with land supply processes These are summarised in table 5.3. Some
developers’ responses provided details of projects outside of the capital cities and
these were excluded from table 5.2 in order to maintain comparability across capital
city planning areas. Also, while some developers did not provide time estimates for
different steps in the land supply process, they were able to provide information on
the source of delays for their projects.

In addition to the matters listed in table 5.3, there were a number of impasses
between developers and councils (over what might have been expected to be minor
matters such as disagreements over the naming of streets or development precincts)
that delayed projects for one to two months.

6 Data from the planning departments showed that rezonings in greenfield areas can take between
one month and three years, depending upon the nature of the rezoning and the jurisdiction.

7 Unfortunately, the Commission was unable to obtain sufficiently detailed data to determine
whether structure planning was completed for any of these projects and whether it influenced
the time taken to install infrastructure.
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Table 5.3 Matters that delay or extend the land supply process2

Number of  Jurisdictions where the delay was reported

projects gy Vic Qld WA  SA
(n=29)
Planning-related matters:

Rezoning / amend planning scheme 10 v vb v v v
Structure planning® 8 4 v v v v
Overcoming community concern / 6 v v v v
addressing objections
Addressing unclear or inconsistent 5 v v
planning instruments
Waiting for major state provided transport 4 4 v
infrastructure (eg transport terminal)
Council request for more information / 3 v 4

studies required to support application
Lack of council resources 3
Appealing planning decision 2
Division within council over project 2 4
Increasing capacity of infrastructure 2

2

Lack of inter-agency cooperation / delays
in referral decisions

No statutory time limits for decisions (incl. 2 v

plan amendments)

Authorities sequencing planning 1 4
processes that could run concurrently

Coordinating infrastructure providers 1 v

Council challenged by innovation 1 v

Non-planning related matters

State environmental laws 5 v v v v v
Environment Protection and Biodiversity 2 v
Conservation Act (Cwith)

Site characteristics 1 v

Time for titles office to issue new titles 1 4

a Qutside of this survey, Western Australia has indicated that native title clearance and land assembly
processes (fragmented land ownership) are matters which delay or extend the land supply process. b Only
noted as an issue for land outside Melbourne’s Urban Growth Boundary. € For simplification, in SEQ, this
includes the step of master planning; and in NSW, in the growth centres approach, the structure plan (called
Indicative Layout Plan) occurs at the same time as the rezoning process.

Source: PC Survey of Greenfield Developers 2010 (unpublished).

The most common causes of delays and extended timeframes in the land supply
process were the rezoning and planning scheme amendment process; structure
planning process; and overcoming community concerns including addressing
objections raised in respect to subdivision applications. Community involvement in
the planning process is discussed in chapter 10.
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The delays and extended timeframes to complete the rezoning, plan amendment and
structure planning processes are not surprising given the complexity of each process
(see flow diagrams in appendix E) and the absence of any statutory time limits for
these processes in any jurisdiction (see table 5.1).8

Many of the issues raised by developers’ responses on land supply processes are
echoed in the submissions of local councils to Western Australia’s Reducing the
Burden report (Government of Western Australia 2009). In this report, local
councils raised concerns about:

« the complexity and time consuming nature of the plan amendment process
« the slow response times for referrals

« their workload which exceeded their resources.

The developers noted there were also lengthy processes associated with compliance
with state environmental laws and the Commonwealth EPBC Act. These issues are
discussed in more detail in chapters 11 and 12. In most jurisdictions, actions
required to comply with environmental laws are often carried out in parallel to the
planning process. In fact, in New South Wales and Queensland, environmental
requirements are integrated into their planning systems.

Rezoning

Rezoning can be a time consuming, costly and uncertain process. This is especially
the case for infill development where there is greater potential for delays due to
community objections. In views expressed by business in responses to a
questionnaire sent to them by their associations (2011, unpublished), even for
projects that took the least amount of time to gain approval, the average time taken
for rezoning approval was 25 months.

Not all projects require rezoning. In particular, most land falling within
Melbourne’s Urban Growth Boundary is automatically zoned for urban use. Also,
developments on sites in Queensland and South Australia that are not consistent
with the use described in the zones (or local plans) can still proceed as ‘non
complying developments’ — although, as such, they are subject to greater planning
scrutiny and discretionary decision making and hence face a less certain path to
approval.

8  Reforms to Victoria’s structure planning process are anticipated to reduce the time to complete
structure plans to around 2-3 years. Previously, it took five years or more.
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A summary of the number of rezonings in 2009-10, and the three most common
reasons for rezoning, for all jurisdictions is provided in table 5.4.

Table 54 Rezoned land: 2009-10

Numbgr of 3 most common rezonings
rezonings
Sydney? 5 From a variety of usesto  From a variety of uses to
Housing/Residential Commercial/business
Melbourne 80 Rural to Industrial to Industrial to Commercial
Housing/Residential Housing/Residential
SEQb ne ne ne ne
Perth® 108 Between Rural to Commercial to
Housing/Residential uses Housing/Residential Housing/Residential
Adelaide 9 Between commercial
usesd
Hobart 22 Rural to Public Purposes/ Open Between
Housing/Residential Space to Housing/Residential
Housing/Residential uses
Darwin 16 ‘Future development’ to Between
Housing/Residential Housing/Residential uses
ACT 1 Between

Housing/Residential uses

ne no estimate supplied. @ Relates only to applications initiated and approved since the introduction of the
Gateway process on 1 July 2009. by Queensland, planning scheme amendments play a similar role to
rezoning in other jurisdictions. © Based on data for planning scheme amendments for the Mandurah and
Murray councils only. d There were four rezonings between commercial uses. The remaining rezonings were
one each of: industrial to housing/residential; commercial to housing/residential; commercial to industrial;
housing/residential to commercial; and between housing/residential uses.

Sources: New South Wales Local Plan Making Tracking System (database), Department of Planning (NSW),
Sydney, daily updating; PC State and Territory Planning Agency Survey 2010 (unpublished).

When the outcome for a particular site is uncertain, most developers will seek an
alternative site which does not require rezoning. This is apparent in the small
number of rezonings that occurred in each capital city for 2009-10 (see table 5.4)
providing some evidence that both infill and greenfield developers seek to avoid
rezoning a site wherever possible.® As provided in table 5.4, the most common
rezonings are for changes to housing and residential uses, where the uplift in land
value is likely to be the greatest!0. This provides some evidence that rezonings are
usually pursued where the potential rewards are greatest, the excess demand for
land is the greatest, or a combination of both.

9 Although it may also reflect a reluctance on the part of planning authorities to rezone. This in
itself would also deter developers from engaging in a project that requires rezoning.

10 According to the OECD , the uplift in land value for changes to housing and residential uses can
be up to 10 times higher than the initial land value (2010).
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The flowcharts for the rezoning processes applying in Sydney, Melbourne, Perth
(only in limited cases), Adelaide and Hobart in appendix E indicate requirements
for local councils to gain intermediate approvals from Ministers and/or planning
departments/agencies. It is unclear what net benefit (if any) some of these
intermediate approvals provide for the rezoning process — particularly those
approvals required to prepare an initial plan amendment and those to allow the
public notification of a potential rezoning. One way to shorten the timeframes
associated with rezoning without compromising the overall integrity of the process
would be to remove, or redesign, any redundant requirements for intermediate
approval.

Rezoning can take an extended amount of time in greenfield areas when developers
‘push the boundaries’ in seeking to have land rezoned. The potential windfall gains
in having land rezoned from a rural use to an urban designation will see some
developers persevere with rezoning proposals in greenfield areas. For example,
Buxton and Taylor (2009) provide examples of three developers who, between 2005
and 2008, lobbied the Victorian Government to amend the zoning on their rural land
holdings around Melbourne to an urban use even though this land lay outside the
Urban Growth Boundary.

One of the advantages of defining an urban growth boundary is to improve
timeframes in land supply processes by automatically zoning land inside the
boundary for urban use. Other advantages are increased certainty and transparency
in planning processes for developers. These advantages are diluted if one of the
effects of defining this boundary is that developers put substantial resources into
pursuing a rezoning outside of the boundary.

Structure planning

The structure planning process (as outlined in box 5.1) should deliver the benefits
associated with careful and considered planning of settlements. In particular, it
should reduce the time taken to complete the later stages of the land supply process
such as, for example, delays associated with installation of infrastructure. However,
in extreme cases (in particular, in Victoria and Western Australia), the structure
planning process itself has taken six years (or more) to complete. In these cases, the
subsequent time savings in subsequent land supply processes would need to be
substantial to offset the time costs imposed by the structure planning process. This
is questionable given that developers are typically taking 12 months or less to install
the requisite infrastructure for their development projects (as indicated in table 5.2).

Extended delays in the structure planning process can be costly for developers. The
nature and dynamics of the property market can change markedly over the course of
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years that it can take to complete the land supply process. This can leave developers
either with a product unsuited to the prevailing market or trying to sell into a less
buoyant market than envisaged at the time of their due diligence. In response, where
there is an appreciable risk of extended delays, developers may not pursue
development projects or alternatively seek a higher price for their end product as
compensation. Fewer projects usually mean less land supply; and higher prices have
implications for affordability.

Victoria and Queensland have recognised the potential difficulties associated with
preparing structure plans and have agencies which take responsibility for this
process in certain areas. Specifically, the GAA has responsibility for the structure
planning process in Melbourne’s designated growth areas; and the Urban Land
Development Authority (ULDA) has this responsibility for declared areas in
Queensland.

The extent of the GAA’s task is apparent in the following statistics:

« based on the Urban Growth Boundary established in 2005, the GAA needs to
complete 41 Precinct Structure Plans (PSPs) covering an area of some 19 670
hectares and providing for around 110 000 dwellings

o asat30 June 2010, 18 of these PSPs had been completed with the remaining 23
currently scheduled for completion by the end of 2012

« following the expansion of the Urban Growth Boundary on 29 July 2010, the
GAA has embarked on processes relating to the Growth Area Framework Plan.
This process is expected to take around one year and will inform the additional
PSPs that will be created as a result.

Implications of extended delays

Chapter 7 discusses the costs incurred by developers as a result of delays in the
planning system. Aside from these direct costs, delays increase the development
costs associated with contingent risks. Some projects may not proceed if they do not
generate a sufficient (forecast) return to offset these risks. In addition, AV Jennings
provides data which shows how delays in the planning process can negatively
impact upon the timing of cashflow for developers (sub. 64).

Developers have finite resources for development projects. Regardless of how fluid
a developer’s organisational structure is, while a project remains incomplete there is
a limit on the resources that can be deployed to other projects. As such, planning
delays also deny developers the chance to complete the number of projects that they
are potentially capable of delivering in any given time period. This reduction in
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productive capacity flows through to a reduced supply of land for that time
period.!1

A smooth path through the planning process

From the questionnaire sent to developers about projects which took a minimum
amount of time to complete, a number of characteristics are apparent for those
which appear to have proceeded relatively smoothly:

« the development was clearly consistent with the vision that the planning
authority had for the area (for example, compliant with an existing structure

plan)

o the land was suitably zoned (for example, development on land within
Melbourne’s Urban Growth Boundary typically did not need rezoning)

o the area in which the development was to proceed already had an approved
structure plan

« the area in which the development was to proceed was not 'totally greenfield'
(for example, infrastructure connections were nearby and developers had
precedent development decisions on which they could base their due diligence)

« the development did not require site assembly or extensive due diligence.

Government land organisations

Each jurisdiction, except Tasmania, has a government-owned land organisation
(GLO) which operates as a developer. A list of the GLOs in each jurisdiction, their
statutory powers, and areas of operation are provided in table 5.5. Aside from
GLOs, there are other state, territory and local government agencies which play a
role in urban development—although these generally operate within a more
localised area and limited scope. For example:

o 1in Sydney, the Redfern-Waterloo Authority is responsible for revitalising
Redfern, Waterloo, Eveleigh and Darlington areas of the city!2

T This static analysis ignores potential second round effects such as a decline in land prices
resulting from increased supply and the accompanying incentives for developers to limit their
sales of land so that prices do not fall so far as to render their project unprofitable. Financiers
also become wary of an oversupplied market and may limit the availability of finance — not
only to developers but also to the purchasers of their products (for example, there are concerns
that an oversupply of apartments in Melbourne’s central business district may deter financiers
from lending to potential purchasers of these units due to fears of falling values for the units)
(Dobbin 2010).
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o Perth is serviced by four redevelopment authorities (the Armadale
Redevelopment Authority (ARA), East Perth Redevelopment Authority,
Midland Redevelopment Authority and Subiaco Redevelopment Authority)
which are responsible for specific urban renewal projects in the city!3

o 1n South Australia, the SA Housing Trust undertakes urban renewal projects
but acts primarily as a developer (working with the Development Assessment
Commission and local councils); while Defence SA and the Department of
Trade and Economic Development undertake renewal and development
projects.14

In addition, local councils can undertake some land development although this is
typically targeted at specific issues in their local council area.15

Historically, GLOs were used by governments to ensure competition in greenfields
development. More recently, the role of GLOs has broadened to include an array of
non-development functions. These are listed in table 5.6 and include:

« provision and/or coordination of infrastructure into new development areas —
this is discussed further in chapter 6

« demonstration that innovative approaches can be commercially viable

« provision and promotion of affordable housing.

Although GLOs have the capacity to complete developments on their own, they
often partner with private sector developers to complete projects.

VicUrban is a recent example of the increasing trend for GLO activities to be
directed toward infill developments. In these developments, some of the projects are
so complex and high risk that they are unable to attract private sector interest at
least in the early stages of development. As a result, many GLOs work to reduce the
complexity of projects (for example, by remedying issues such as fragmented land
holdings as explained in box 5.2) and ‘derisk’ development sites (for example,

12 In late 2010, the Sydney Metropolitan Development Authority (SMDA) was established to
work across government with councils and the private sector to achieve high quality urban
renewal. The Redfern-Waterloo Authority no longer exists. Its activities have been
incorporated into those of the SMDA.

13 Western Australia plans to replace the four current Redevelopment Authorities with a single
Metropolitan Development Authority by 1 January 2012 which will have similar powers and
function to the existing Authorities with respect to land.

14 For example, the Department of Trade and Economic Development is the lead agency managing
the Tonsley Park (former Mitsubishi site) redevelopment.

15 In February 2010, the New South Wales Government committed to establishing a Sydney
Metropolitan Development Authority to undertake transit-oriented development and urban
renewal projects.
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restore contaminated soil) to a level where it is feasible for private sector developers
to subsequently complete projects.

Table 5.5 Government land organisations

GLO Legislation Statutory powers Area of operation
NSW Landcom The Landcom e General power to do business Sydney and
Corporation Act regional
2001
Vic  VicUrban Victorian Urban o General power to do business Declared areas in
Development « Additional powers relating to declared Melbourne and
Authority Act 2003 projects include compulsory land regional Victoria

acquisition and the power to impose
charges (general and infrastructure
recovery) on property owners in declared

areas
Qld Urban Land Urban Land e Planning and DA within declared areas Designated areas
Development Development « Impose conditions on development in Brisbane and
Authority (ULDA) Authority Act 2007 |mpose penalties for breach of conditions Fegional
or planning scheme Queensland
¢ Override local council by-laws
e Coordinate, provide or pay for
infrastructure
¢ |Issue directions to a state or local
government entity to provide or maintain
infrastructure
¢ Impose charges and/or other terms for
infrastructure, services and works
WA LandCorp Western Australian e General power to do business Across Western
Department of ~ Land Authority Act Australia
Housing® 1992
SA Land Public Corporations e General power to do business Adelaide
Management (Land Management
Corporation Corporation)
(LMC) Regulations 1997
Tas No agency in operation
ACT Land Planning and o No special powers under the Act ACT
Development Development Act
Agency (LDA) 2007
NT Land Land Development e General power to do business Darwin and
DeVelOpment Corporation Act o Make by-|aws and impose minor Palmerston
S_ODFF(’:C))ration 2009 penalties for breaches of those by-laws

o Make regulations

a Following a government review in 1998, Landcorp transferred its 10,000 to 12,000 lot land bank to the
Department of Housing which is estimated to provide in excess of 10 per cent of the greenfields lot releases in
Perth.

Sources: The Landcom Corporation Act 2001 (NSW); Victorian Urban Development Authority Act 2003 (Vic);
Urban Land Development Authority Act 2007 (QId); Public Corporations (Land Management Corporation)
Regulations 1997 (SA); Western Australian Land Authority Act 1992 (WA); Land Development Corporation Act
2009 (NT); Planning and Development Act 2007(ACT).State and territory legislation; LDA (2010a); LDC
(2010a); LMC (2010a); Landcom (2010a); LandCorp (2010a); ULDA (2010a); VicUrban (2010a).
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Table 5.6 Government land organisations — non-development
functions and objectivesa

Landcom VicUrban ULDA LMC  LandCorp LDC LDA
(NSW) (Vic) (Qld) (SA) (WA) (NT) (ACT)

Advise government v v v
Assist private sector locate v
land for development
Build/promote affordable v v v b
housing
Earn a commercial return 4 v v v v
Environmental conservation / 4 v 4 v v v
outcomes
Infrastructure provision v v v v
Promote and lead innovative 4 v v v v v
development
Manage state assets v v
Promote government ve 4 v v
objectives

@ Tasmania is excluded from the table as no GLO is in operation. b The ACT Government's affordable
housing program is run by the Department of Land and Property Services (the ‘parent’ of the LDA). € These
objectives are set out in the New South Wales Government’s Metropolitan Strategy and the State Plan.

Sources: State and territory legislation; LDA (2010a); LDC (2010a); LMC (2010a); Landcom (2010a);
LandCorp (2010a); ULDA (2010a); VicUrban (2010a).

GLOs can engage in a wide variety of residential, commercial and industrial
developments in both greenfield and infill areas. There is considerable variability in
the scope of development undertaken by GLOs across the jurisdiction. While some
GLOs are active across the spectrum of development projects—for example, ULDA
is involved with residential and commercial projects in both greenfield and infill
locations in areas such as metropolitan Brisbane, the Sunshine Coast, Roma and
Gladstone—other GLOs, despite the potentially wide scope of their operations, are
focused on specific types of development.
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Box 5.2 Impacts on the supply of land: fragmented land holdings

Fragmented land holdings occurs when a potential development site is comprised of a
number of land parcels without common ownership; this can have an impact on land
supply. In particular, the negotiations to assemble the individual land parcels for a
developable site can be complex and costly — especially, if at least one of the
landholders is either very attached to their property or engages in opportunistic or
strategic behaviour.

For example, Gurran, Ruming and Randolph (2009, p. 62) quote an anonymous
developer describing this issue:
Twenty-seven landowners came to us and said, we can get top dollar [belcause we're
banded together...they could get top dollar because they had a parcel of land that was a
developable size.

The problems associated with fragmented land holdings provide a clear example of the
negative effect that past planning decisions can have on a city’s future. They are a
reminder of how important it is for planners to be mindful of the future in their present
day decisions.

Zoning regulations can exacerbate the issue of fragmented land holdings by reducing
the number of possible blocks which can be combined into larger sites. This gives
landholders increased leverage in their negotiations with developers. Some of the
other issues raised about fragmented land holding in submissions and other studies
include:

« Adelaide City Council claims that fragmented ownership is a barrier to coordinated
development of city land — as a consequence, the Council has ‘...been intervening
in the market by land banking strategic sites in the CBD for many years in order to
create viable sites with increased development potential. This assists achieving long
term strategic outcomes as well as to remove problematic/non-complying land
uses.’ (sub. no. 23, p.8) Furthermore, the development plan for Adelaide city centre
encourages site amalgamation for medium and high rise forms of residential
development, (sub. no. 23, p.9).

« the Urban Taskforce (2009) has reported that “...it is very difficult, if not impossible,
to attract equity capital to a proposed development site where the ownership has
not been unified’ (p.26-27).
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For example, in comparison:
o Landcom (New South Wales) is principally involved in residential projects

« since March 2010, VicUrban has been principally involved in residential
developments, particularly in middle and inner metropolitan Melbourne and in
large regional centres — previously VicUrban had a greater role in greenfield
residential development

o LMC (South Australia) is primarily involved in the sale of its landholdings to
the private sector, rather than completing residential developments itself

o Landcorp’s (Western Australia) work program for Perth has an emphasis on
industrial and commercial developments, as well as residential infill projects.

LDC (Northern Territory) has very few residential and industrial projects underway.
If infill targets are to be achieved without changes to the current planning regimes,
there is likely to be a greater need for the involvement of GLOs. Arguably, the
ULDA, through its control of the relevant planning and approval approvals, is best
placed among the GLOs to deliver infill outcomes. However, the use of these
powers has not come without some criticism — particularly from local councils
(Heger and Hall 2010, MacDonald 2010 and Vogler and Heger 2010). The decision
making processes for balancing community preferences and planning imperatives
are considered further in chapter 10.

A comparison of the housing production outcomes and value of landholdings for the
GLOs in 2009-10 is provided in table 5.7.

Landcom (New South Wales), VicUrban, and LandCorp (Western Australia) have
extensive land holdings (around $500 million or more in value each).l6 Those
inventories exceed the value of the ‘development inventory’ (including work in
progress) held by major private sector developers such as Peet Limited!7 — $418
million (Peet Limited 2010) and Leighton Holdings Limited — $381 million
(Leighton Holdings Limited 2010)). Yet they are appreciably less than the
inventories of Lend Lease Corporation Limited and Stockland Corporation Limited
— which both had development inventories (including work in progress) of over

16 The comparatively lower land holdings of the ULDA (Queensland) reflect its comparative
infancy and ability to only work in designated areas.

17 Peet Limited is said to have the 3rd largest land bank (34 000 lots) of any private sector
residential developer (Donkin 2010).
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$1100 million each as at 30 June 2010 (Lend Lease Corporation Limited 2010 and
Stockland Corporation Limited 2010).18

While acknowledging that comparable data is lacking for Western Australia, the
ACT and the Northern Territory, a comparison of residential dwellings produced
with value of the landholdings (in table 5.7) raises some questions for some
jurisdictions. In particular, for such significant land holdings, the output of
VicUrban in terms of completed dwellings seems modest — especially when
compared to that of the ULDA which completed around a third of VicUrban’s
dwelling output (by number) despite having only one fifth of its inventory (by
value).

Table 5.7 Housing production outcomes by GLOs for 2009-10

Residential lots  Residential dwellings Value of landholdings (as

produced produced  disclosed in annual report)
Number Number $'000
Landcom (NSW) 1 5002 498 696P
VicUrban (Vic) nd ~750¢i 535 508
ULDA (Qld) nd ~268di 99 23b
LandCorp (WA) 358 6512 647 224
LMC (SA)e 40 ~240fi 234 7639
LDA (ACT) 4729 nd 31861h
LDC (NT) nd nd _i

nd not disclosed. @ These outcomes are ‘dwelling equivalents’ based on lots released. b Includes capitalised
development costs. € This is an approximate figure compiled from details of completed and sold projects
detailed in Annual Report — it also includes apartments and covers metropolitan and regional areas. d Based
on the number of homes approved for stages 1-4 of the Fitzgibbon Chase development — stages 1-4 were
completed during 2009-10. € The majority of LMC’s operations involve the sale of its landholdings to the
private sector, rather than completing residential developments itself. f 242 dwellings were sold in 2009-10.
9 This figure represents the book value of inventory as at 30 June 2010. The South Australian Government
advise the fair value of inventory as at 30 June 2009 (as determined by a qualified valuer) was $835 million.
h | DA share of joint venture property developments. ! The LDC has $96 916 000 in property and development
assets, some of which are properties managed by the LDC rather than development stock. J Approximate
figure.

Sources: Landcom (2010b), Landcom (sub. DR86); LandCorp (2010b); LDA (2010b); LDC (2010b); LMC
(2010b); ULDA (2010b); VicUrban (2010b); South Australian Government, pers. comm., 28 January 2011

There is a view that GLOs produce less residential lots than their private sector
counterparts with similar inventory. Due to a lack of comparable data between
GLOs and private sector developers, it has been difficult for the Commission to
confirm this.

18 The inventory of Stockland Corporation Limited includes some property held in the United
Kingdom.
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If GLOs are less productive, this may be partly attributed to:

« the different nature of sites developed by the GLOs compared to private sector
developers

— GLOs are more likely to work on comparatively more risky and complex
sites which extend the time taken to complete development and, hence, slow
the production of lots and dwelling. This contributes to a lower rate of
inventory turn-over and, in turn, a comparatively higher level of inventory
when compared to other developers who do not undertake such projects. This
will be compounded if sites include fragmented land holdings leading to
larger inventories as sites are assembled

the different objectives of GLOs compared to private sector developers

— although some GLOs also have an objective of earning a commercial return
(see table 5.6)

differing characteristics of property markets between jurisdictions

— although the business operations of private sector developers can extend
across jurisdictions

differences in inventory composition as well as differing accounting treatments
for valuing inventory

— in particular, some of the GLOs hold land for purposes other than greenfield
development. For example, LandCorp’s and VicUrban’s inventory include
some commercial and industrial land holdings

the nature of partnering arrangements that GLOs employ in completing their
projects and how these affect the recording of inventory on their balance
sheets.

Government land holdings

The Commonwealth, state and territory governments are landholders in their own
right. They control significant amounts of land suitable for development. A
summary of the land owned and controlled by state or territory governments in
Sydney, Adelaide, and Darwin is provided in table 5.8.

The significance of landholdings by government is summarised in a submission to
this study by a South Australian residents group, Save our Suburbs (sub. 5):

... by restricting the greenfields site availability, even in areas zoned for residential
development, the [SA] Government owned “Land Management Corporation”
maximises the dollar value of every allotment by creating a “shortage premium”, where
potential land purchasers are forced to outbid other interested purchasers... (p.5)
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Table 5.8 Land at different stages of the land supply processes
owned or controlled by the state/territory governmenta

30 June 2010
Land designated for Zoned Land approved
future development land for subdivision
% % %
Sydney Residential 10.0b 17.0b ne
Adelaide Residential ne 23.0¢ ne
Industrial ne 43.0d ne
Darwin Residential ne 87.0 51.0
Commercial ne 0.5 0.0
Industrial ne 51.0 94.0

ne no estimates available. @ Melbourne, South East Queensland, Hobart and Canberra have been excluded
from this table as their state/territory planning departments were unable to provide responses to this survey
question. b Approximate figure. € As at June 2009. Relates to ownership of broad hectare greenfield land
zoned residential. d As at October 2010. Excludes from consideration 59 hectares of privately owned land
zoned for extractive and home industry.

Sources: PC State and Territory Planning Agency Survey 2010 (unpublished); Department of Planning and
Local Government (SA) (2010b).

As shown in table 5.8, while the Northern Territory government owns and/or
controls up to 94 per cent of all land for a particular use at any given stage of the
land supply process, it is far more common for governments to own or control a
much smaller proportion. The smaller the proportion of government ownership of
land, the less scope governments have to behave monopolistically in the manner
described by the Save our Suburbs residents group (sub. 5).

Since February 2009, the Commonwealth Government has implemented processes
to identify any surplus land holdings that could be used to improve housing and/or
community outcomes. There is now a register of surplus land which could be
disposed of to meet one or more of the Commonwealth government’s objectives to:

« increase the supply of housing
« improve community amenity

+ create jobs.

A summary of the surplus land on this register is shown in table 5.9.
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Table 5.9 Register of surplus Commonwealth land potentially
suitable for housing and community outcomes

Property Owner Agency Site Area Target Time for
(approximate Release
hectares)
NSW  Former Naval Stores Depot, Spurway Street, Department of Defence 16 2010-11
Ermington
Ingleburn Army Camp, Old Campbelltown  Department of Defence 309 2011-12
Road, Ingleburn"’l
North Penrith, 'Thornton Park' Department of Defence 44 2010-11
Nirimba Drive, Quakers Hill, Schofields® ~ Department of Defence 146 2010-11
Vic Corner Colac and Henry Road, Belmont CSIRO 6 2011-12
(Geelong)
Graham Road, Highett CSIRO 9 2011-12
Qld 120 to 140 Meiers Road, Indooroopilly CSIRO 7 2010-11
Ibis Avenue (Bruce Highway) Rockhampton CSIRO 32 2010-11
233 and 240 Middle Street, Cleveland CSIRO 3 2010-11
University Drive, Douglas (Townsville) CSIRO 17 2010-11
SA Elizabeth North Training Depot, Department of Defence 33 2013-14
Broadmeadows Road, Smithfield
WA Part of the Artillery Barracks site, corner of Department of Defence 2 2011-12
Burt and Tuckfield Streets, Fremantle
ACT Belconnen Communications Station, Department of Defence 149 2010-11
Baldwin Drive, Lawson
Banks Street, Yarralumla CSIRO 2 2010-11

Located in Sydney’s Growth Centres. Precinct planning is currently being undertaken or has been completed
for these lands for the purposes of urban development.

Source: Department of Finance and Deregulation (2010).

A number of jurisdictions have undertaken similar processes to identify their
surplus land holdings. For example, in August 2010, the Premier of Western
Australia wrote to all metropolitan councils requesting details of all Crown land and
freehold land that might have development potential. The information provided in
the councils’ responses has been incorporated in Western Australia’s Urban
Development Program (see table 4.10).

Matters detracting from land supply

Two issues that detract from the supply of land are fragmented land holdings and
land banking. Fragmented land holdings were considered in the discussion of GLOs
and box 5.2 earlier. Land banking is considered below.
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Land banking

Land banking involves acquiring land well in advance of its intended development
and holding that land until it is developed (Evans 2004). It is undertaken by both
private sector developers and GLOs.

Land banking is often perceived to be undertaken by developers to increase the
price of land by restricting supply; and then taking advantage of these higher prices
by ‘drip feeding’ their stock of land into the market. While this may be the case in
some instances, land banking may also undertaken by developers on reasonable
commercial grounds. For example:

where an intended development site is comprised of fragmented land holdings,
developers (including government developers) may progressively acquire the
individual land holdings as they become available. An example of this situation
1s provided by Adelaide City Council and outlined in box 5.2

changing market conditions can limit the viability of a development project in
the short term and rather than selling into such a market, developers may
decide to delay development until after the market recovers

land may have been acquired on the understanding that core infrastructure
(such as main roads) would be provided by a given date. If that infrastructure is
not provided on time, developers often have little choice but to ‘sit’ on the land
until it is installed. Issues relating to the provision of infrastructure are
discussed in chapter 6

developers have imperfect information about what land is for sale (or which
landholders would be receptive to an offer). They also incur search costs in
trying to locate sites for potential development and compete against other
developers for those sites. Land is not always coincidentally available in the
market at the time and location required by developers for a new project.
Accordingly, there is an incentive to acquire developable land when it becomes
available even if that land will not be developed for some time.

as planning processes can be lengthy and uncertain, developers assemble land
banks to ensure they always have some sites which are approved for
development and on which they can commence work. These planning
processes, and associated delays, are outlined above.

Developers can address some of these concerns by acquiring options over land
rather than through an outright purchase of land. This is a less transparent form of
land banking but can have cost advantages for developers.
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Factors outside the planning system can encourage or deter land banking. For
example, land taxes and rising interest rates increase the holding costs of land and
so deter land banking. On the other hand, income tax concessions (such as those
that may be achieved by using land banks to produce income via stock agistment
pending their development) and concessional rating (such as rating land zoned
‘residential’ according to rural rates given its unimproved nature) can offset some of
the costs associated with land banking.

While speculative land banking represents a limitation on supply without any
compensating benefit, both the Productivity Commission (2004) and Urbis (2008)
found (more generally) there is insufficient evidence to establish that land banking
represents a material limitation on the supply of land.

5.2 Land supply outcomes

This section of the report provides information about land supply outcomes across
the jurisdictions for residential, commercial and industrial uses.

Data sources

In surveys sent to the state and territory planning departments and agencies (as
described in Appendix B), the Commission sought data from the jurisdictions on
their land supply outcomes. In many cases, this data was either not available in, or
not supplied by, the jurisdictions — particularly, with respect to commercial and
industrial land.

As a consequence, the Commission has supplemented the information supplied by
the jurisdictions with data obtained from the jurisdictions’ land management
programs, the reports of the NHSC, and real estate information services. Even with
these additional sources of data, there are many instances where the Commission
has not been able to obtain a complete set of data for all the jurisdictions. The
Commission has used this limited data to make comparisons where it can, even
though those comparisons may not apply across all jurisdictions.

Adequacy of data

Sourcing comparable data on land supply outcomes is a difficult task. In reflecting
on its first State of Supply Report (NHSC 2009), the National Housing Supply
Council (NHSC 2010) conceded that there were major gaps and inconsistencies in
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land supply data of the jurisdictions. Many of the data deficiencies were not
resolved for the 2™ State of Supply Report (NSHC 2010). Therein the NHSC noted:

The work of the Council continues to be constrained by a lack of comprehensive,
consistent and independent information available to it for detailed analysis of
residential development in metropolitan areas. (p. 39)

It has been difficult also for the Commission to obtain comparable data across the
jurisdictions on land supply outcomes. In consequence, the information provided in
this section of the report is subject to the caveats that, at least in some cases, the
data may be incomparable, inaccurate and/or inconsistent; and methodologies used
to generate the data may be limited or biased. For these reasons, caution must be
exercised in drawing inferences or comparisons about land supply outcomes across
the jurisdictions. Inferences should only be made subject to qualifications about the
respective data sources (as provided in the table notes).

It 1s unclear to the Commission how the jurisdictions can appropriately monitor the
adequacy of land supply and planning outcomes without the centralised collection
of consistent and accurate data on key stages in the land supply processes.
Monitoring of the adequacy of commercial or industrial land is particularly limited.

As stated by the Australian Local Government Association:

While it is tempting to dismiss performance measurement as ‘big brother’ activities that
should [be] avoided at all costs, the value of both individually producing and
aggregating planning data (on volume, type and time) should not be underestimated. It
can lead to much better management information being available to councils. Any
discussion around benchmarking of local government should consider the following:

— How data collected will enable better management information for councils?

— How data collected will enable improvement initiatives and interventions to be well
targeted and measured?

— How quality control issues around data capture will be managed?

— What accountability framework will be in place that includes the ‘whole system’ —
applicants, referral and appeal jurisdictions and other State agencies. (sub. DR79;

p. 3).

Subject to caveats about the data (as stated), the information presented in this
section still provides a useful context for the analysis of land supply processes. The
Commission has made comment on the data where it can but, in many cases, the
data is unsuitable for detailed analysis — particularly with a view to attributing
outcomes back to the underlying planning systems.
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Outcomes for residential land

As part of its survey of the state and territory planning departments and agencies
(see appendix B), the Commission requested information from the jurisdictions on
the supply of residential land. While the Commission received responses from every
jurisdiction, the information provided was incomplete in some cases which did not
facilitate detailed comparisons.

Overall adequacy of supply

The NHSC (2009, 2010) has attempted to determine land supply outcomes across
the jurisdictions; as well as the adequacy of supply against a theoretical construct of
‘underlying demand’. The NHSC definitions of underlying and effective demand
are summarised in Box 5.3. These concepts are also explained fully in Chapter 4.
While the data is subject to a number of caveats and there may be some limitations
in methodology, the NHSC State of Supply Reports are some of the only studies (if
not, the only) where land supply data for all jurisdictions is compared side-by-side.

Box 5.3 Underlying demand and effective demand for housing

At the national level, the NHSC characterised underlying demand and effective
demand as follows:

« underlying demand is driven mostly by migration and other demographic factors,
including (but not limited to) the number and type of households.

« effective demand is the demand actually expressed in the housing market. It is the
quantity of housing that people are able and willing to buy or rent in the housing
market. In addition to the factors affecting underlying demand, effective demand is
affected by a range of market forces, including (but not limited to): incomes; prices;
risk adjusted returns on other investments; the availability of finance; and
government policy settings and assistance (such as the first home owner’s grant).

At a jurisdictional level, underlying demand will be affected mainly by the net change in
the population of the jurisdiction. Table 5.10 provides a break down of the change in
the jurisdictions’ populations (including migration) from 1 July 2008 to 30 June 2010.

Source: NHSC (2010).

The focus of the NHSC modelling is on longer term scenarios and structural
influences on supply and demand (rather than on shorter term cyclical factors).
Hence, the NHSC develop projections based on medium- to long-term trends in
construction activity (supply projections) and population growth (underlying
demand projections). The NHSC (2010) defines a shortfall in the supply of housing
as a net gap between ‘underlying demand’ and the stock of dwellings. Using this
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definition, the NHSC estimates there has been a housing shortfall across Australia
for the period 2002 to 2009.

Table 5.10 Population change, 1 July 2008 to 30 June 2009

By jurisdiction

Natural increase Net overseas Net interstate Net change in  Percentage change
migration migration population in population
Number of Number of Number of Number of %

people people people people
NSW 45 401 92 941 -19 831 118 511 1.69
Vic 35408 85123 698 121 229 2.28
Qld 38 436 61884 18 388 118 708 2.76
WA 18 270 47 262 4 825 70 357 3.23
SA 7219 18 044 -4 676 20 587 1.28
Tas 2528 2153 672 5353 1.08
ACT 3174 3962 -822 6 314 1.82
NT 2883 2039 746 5668 2.57

Source: ABS (Australian Demographic Statistics, Jun 2010, Cat. No. 3101.0).

Using the NHSC data, the magnitude of the gap between underlying demand and
the stock of dwellings is provided in table 5.11.

Figure 5.2 shows that while the gap between underlying demand and the stock of
dwellings was relatively stable in the vicinity of 30 000 dwellings up until 2007, it
has grown significantly since this time. The widening of the gap appears to have
been principally driven by increases in underlying demand largely as a result of
population growth over that period. As of June 2009, the gap was estimated at
178 000.
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Figure 5.2 Estimates of the cumulative gap between underlying
demand and the stock of dwellings in Australia®
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a Using 2001 as a base year. b Based on the difference between the change in underlying demand and
supply (adjusted for demolitions and unoccupied (and unavailable) dwellings — the NHSC allow for 5.9 per
cent of the total stock of dwellings being unoccupied. This allowance is for those dwellings being renovated or
demolished and dwellings held as second homes and holiday homes). € Net of demolitions and with
allowances made for unoccupied (and unavailable) dwellings — the NHSC allow for 5.9 per cent of the total
stock of dwellings being unoccupied. This allowance is for those dwellings being renovated or demolished and
dwellings held as second homes and holiday homes.

Data source: NHSC (2010).

Table 5.11 provides information on the increase in underlying demand, net
additions to the stock of dwellings and the increase in the dwelling shortfall for all
jurisdictions during the 2008-09 financial year. Based on this information, the
housing shortfall grew in every jurisdiction. The gap between underlying demand
and housing stock widened particularly in New South Wales (by approximately
30 600 dwellings) — followed by Victoria (by approximately 16 400 dwellings),
Queensland (by approximately 14 400 dwellings), and Western Australia (by
approximately 12 300 dwellings).19

19 The NHSC Data Supply Group has acknowledged that the nature and the size of the ‘gap’ may
require further investigation. Two factors could be leading to the apparent significant widening
of the gap since 2006. Firstly, the increased rate of population growth can be partly explained by
a change in the method used by ABS to record net overseas migration. More people are
recorded as adding to the population who enter under various visa arrangements. In particular,
this includes students, many of whom are accommodated in housing forms which are not
counted as part of the dwelling stock. Secondly, a short term factor is the rise in birth rate
which means that a significant proportion of the population increase is people who are not
immediately adding to the demand for additional dwellings as they are being housed with their
parents.
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Table 5.11 Gap between underlying demand and the stock of
dwellings by jurisdiction, as at June 2009

NSW Vic Qld WA SA Tas ACT NT Australia
Dwellings ‘000 ‘000 ‘000 ‘000 ‘000 ‘000 ‘000 ‘000 ‘000
Estimated gap as at 27.0 6.3 41.7 17.9 -2.3 0.1 -0.2 8.9 99.5
July 2008
In 2008-09:
Increase in underlying 542 523 501  30.1 10.8 3.2 3.0 2.2 205.9
demand@
Adjusted net additions 23.6 35.9 35.7 17.8 8.4 2.3 2.3 1.0 127.0
to stock of dwellingsb
Increase in gap for the 30.6 16.4 14.4 12.3 2.4 0.9 0.7 1.2 78.9
year to June 2009
Estimated gap as at 57.6 22.7 56.1 30.2 0.1 1 0.5 10.1 178.4
June 2009

a Number of households. P Net of demolitions and with allowances made for unoccupied (and unavailable)
dwellings (the NHSC allow for 5.9 per cent of the total stock of dwellings being unoccupied. This allowance is
for those dwellings being renovated or demolished and dwellings held as second homes and holiday homes).

Source: NHSC (2010).

Figure 5.3 provides a break down of the cumulative housing shortfall, as at June
2009, between the jurisdictions on a per capita basis.20 Based on this information,
the shortfall in housing appears to be particularly severe in Queensland, Western
Australia and the Northern Territory. This aligns with information provided in
chapter 2 (see table 2.2) that the cities experiencing the strongest growth in
population for the period 2001 to 2009 were located in Queensland (Gold Coast,
Sunshine Coast, Cairns, Brisbane, Toowoomba), Western Australia (Perth and
Geraldton-Greenough), Victoria (Melbourne) and the Northern Territory
(Darwin).2! 1t is also consistent with the information provided in table 5.10 which
provides a break down of the change in the jurisdictions’ populations from 1 July
2008 to 30 June 2009. Further, the states and territories with smallest dwelling
shortfalls per person (South Australia, Tasmania and the ACT) were those with
more modest population growth over the respective periods (see table 5.10).

20 Thisis a simple way of normalising the supply gap to take account of the different city sizes.

21 The cities in parenthesis account for eight of the top ten fastest growing Australian cities over
2001 to 2009.
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Figure 5.3 Cumulative gap between underlying demand and the stock
of dwellings by jurisdiction (standardised by population
growth), as at June 2009
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Data sources: Commission estimates derived from NHSC (2010) and ABS (Regional Population Growth,
Australia, 2008-09, C (cat. no. 3218.0).

The extent and permanency of the gap between underlying demand and supply of
dwellings is subject to change. For example, in March 2009, the Commonwealth
reduced Australia’s planned skilled migration intake for 2008-09 from 133 500 to
115 000 people (the final intake was 114 777 people) (DIC 2010). Accordingly, this
should result in a deceleration in the growth of the gap (if not a decline in its size),
assuming that dwelling production remained at the current levels of around 110 000
to 140 000 dwellings per year.

In addition, underlying demand across the jurisdictions is affected by different, and
changing, household structures. For example, in 2009 South East Queensland (SEQ)
had an average of 2.51 people per household, while (in 2010) Adelaide had an
average household size of 2.38 people. The substantial increase in the cumulative
gap between underlying demand and the stock of dwellings for the Northern
Territory can largely be attributed to a substantial reduction in the average number
of people per household in that jurisdiction over the period.

From a theoretical perspective, the effects of a property shortfall are described in
detail in Chapter 4 (see Section 4.1). While it is true that rising prices of existing
dwellings will operate to close the gap between the supply of dwellings and
effective demand, the market cannot always operate to eliminate the gap between
supply and underlying demand which is largely determined by long-run structural
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factors. In particular, this gap will persist if the supply of property is fixed due to
regulatory planning constraints and/or planning delays on urban land supply. As
analysed in Chapter 4 (Box 4.2), if populations continue to increase at current rates
and/or households continue to shrink in size, unless the supply side issues of a
housing shortfall (defined with respect to long-run underlying demand) are not
addressed, there will be implications for housing affordability. Aside from
influencing underlying demand (for example, through migration policies),
governments can reduce housing shortfalls of this kind by removing constraints
inhibiting the supply response.

Subject to the usual caveats about the comparability of data in this area, a
comparison between the jurisdictions of the number of new residential lots created
and changes in the population for the period 2001-2009 is provided in figure 5.4.
While population growth has increased during the past five years in all the cities
shown there, the number of new residential lots has not done so; indeed, in some
cities the growth rate of lots produced has fallen (as indicated by a downward
sloping line).

The extended timeframes associated with land supply responses are likely to explain
some of the lack in supply side response to increases in population growth observed
in figure 5.4. As indicated at the start of this chapter, it can take over 10 years to
complete the greenfield land supply process. If the processes of identifying land
suitable for development and due diligence are included, this timeframe can extend
up to 15 years.

In addition to planning constraints, another factor that is likely to explain a sluggish
supply response in recent years is the global financial crisis and the accompanying
reduction in finance available to developers to complete development projects —
particularly, for example, in areas like the Gold Coast where there has been a
substantial reduction in the availability of finance for development projects.22

The sluggish supply response to changes in effective demand is likely to have
resulted in higher housing prices across the jurisdictions. A comparison of the
number of new residential lots with the median price of houses between the
jurisdictions for the period 2001-2009 is provided in figure 5.5.

22 For example, the Commonwealth Bank said in December 2010 that it would not be financing
any new development projects on Queensland’s Gold Coast (Cranston 2010).
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Figure 5.4 Residential lots produced — comparison with changes in
population,® 2000-01-2008-09°
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Data sources: UDIA (2011); UDIA (2009); ABS (2010a).
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Figure 5.5 Residential lots produced and median lot price ($/m?),

b
2000-2009°
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Data sources: UDIA (2011); UDIA (2009).
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As shown in Chapter 2 (table 2.7), house prices and rents have risen relative to
incomes in most cities. Less discernable are the changes in household formation
across the jurisdictions or overall — for example, children choosing to stay in the
family home longer into their adult lives, higher incidence of share-house living and
greater use of accommodation, such as caravans, as permanent residencies.

Since an increase in housing can be sourced via greenfield or infill development,
shortfalls in supply can be due to obstacles arising in one or both forms of
development. The outcomes for greenfield and infill development are considered in
turn below. In addition, appendix E (section E.2) contains maps of the capital cities,
as at 2001 and 2006, which depict the dwelling density of the local councils and
provide some indication of where development has occurred in the cities over this
period including the balance of greenfield and infill.23

Greenfield development

The Commission requested data from the jurisdictions on the stocks of land zoned
residential, vacant lots with subdivision approval, and lots created (per 1000 people)
across the capital cities in each jurisdiction in 2009 and 2010. This data is in figure
5.6. It is important to note that there are no zero values in this figure — in some
cases, the data was not available or not supplied by the jurisdictions. The fact that
some jurisdictions struggled to provide up to date information on key measurement
criteria for residential land is evidence in itself that monitoring processes could be
improved in this area.

In absolute terms, Sydney and Melbourne have large stocks of land zoned
residential; however, relative to their populations, their stocks are smaller compared
to the capital cities in other jurisdictions.

While figure 5.6 relates only to the capital city planning areas, it shows that both
SEQ and Perth have among the highest supplies of greenfield land zoned for
residential use and with subdivision approval (relative to population).24 Queensland
also has among the highest number of new lots created.

23 These maps do not capture the range of densities within local councils areas. For example, they
do not reflect the success (or otherwise) of the jurisdictions seeking to implement transit
orientated development strategy. Similarly, the average density in greenfield council areas may
overstate the actual dwelling density for much of the council given the comparatively localised
nature of development.

24 While important, the supply of greenfield land will not in itself contribute to the supply of
housing. It is only once dwellings are constructed on the subdivided blocks and available for
sale to the public that a contribution to the housing stock is made from greenfield development.
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In addition to increasing supply of greenfield land, in 2008-09, Queensland and
Western Australia have also made significant increases to their housing supply (see
table 5.11). Setting aside infill outcomes (discussed below), this suggests that the

rate of population growth is the primary factor driving housing shortfalls in these
jurisdictions.

Figure 5.6 Standardised stock of greenfield land zoned residential

(with subdivision approval) and lots created, 2009 and
20102b

Lots in greenfield locations per thousand people in capital city planning areas
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A There are no zero values in the figure and the absence of a data column — denoted by np — reflects that
data was not supplied by the jurisdiction and/or was otherwise unavailable. b Data relates to the cities and
years for which it was available and/or supplied to the Commission. The data is standardised using population
data provided in Chapter 2 (Table 2.2). € In some instances, the number of ‘lots’ has been inferred from the
estimated dwelling yields of the subject land. d For SEQ, this figure reflects the number of ‘conventional lots’

and community title lots. € Vacant land with subdivision approval includes lots approved by council but not yet
certified.

Data sources: PC State and Territory Planning Agency Survey 2010 (unpublished); State and Territory
Planning Agencies (pers. comm., (various) April 2010); Department of Planning and Community Development
(Vic) (2010a); Department of Planning and Local Government (SA) (2010b); Department of Planning (NSW)
(2010c); NHSC (2010), Queensland Treasury’s Office of Economic and Statistical Research (2010).

As provided in table 5.2, subdivisions typically take over 12 months to complete
(that 1s, to meet approval conditions and install infrastructure). As a consequence,

Chapter 7 considers the timeframes and costs associated with obtaining the necessary approvals
to construct a dwelling.

174  PLANNING, ZONING
AND ASSESSMENTS



most of the land approved for subdivision in any given year will not be completed
in that year and should remain in ‘inventory’ at the close of that year. This means
that in any given year, there should be a reasonable stock of land with subdivision
approval for which the subdivision has not been completed.

However, not all land zoned for residential use will be picked up by developers for
subdivision approval. Based on information in figure 5.6, the low levels of land
with subdivision approval relative to zoned land in Sydney and, to a lesser extent in
Adelaide, suggests that developers in these jurisdictions are not taking development
projects forward. It may also be that, in some instances, developers are only
commencing and completing sufficient projects to meet the effective (or market)
demand at current prices.23

For Sydney, contributing factors to low levels of development are identified in box
5.4. In fact, these factors can impact the translation of zoned land to developed land
in any jurisdictions. As a consequence, having large amounts of zoned land is no
guarantee of land supply outcomes to meet underlying demand.

Box 5.4  Causes of low levels of development in Sydney

In a report prepared for the New South Wales Treasury, Applied Economics found the
low levels of residential development in Sydney had many causes, including:

« fractured land ownership (discussed in box 5.2)

« high englobo land26 prices that deter development — landholders’ price
expectations in excess of the prevailing market and attachment to their land were
two significant factors identified as driving englobo land prices

« alack of public infrastructure (principally for transport but, in some cases, for water)

« natural geographical constraints evidenced by a shortage of suitable development
sites available in the areas where most people most want to live.

Source: Applied Economics (2010).

Infill development

While infill development does not physically alter the amount of land zoned for
residential use in city planning areas, it does allow for a more intensive (and

25 Producing above the level of demand could see developers exposed to a surplus of unsold stock,
the price of which is falling in the faces of excess supply. On the other hand, holding back
supply may see an increase in the price of land to the advantage of the developer.

26 Englobo land is undeveloped land with potential for subdivision.
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hopefully more efficient) use of land. Examining the growth of dwelling density
across local councils is one way to analyse the extent and location of infill
development (as provided in Appendix E).

Some jurisdictions are more reliant on infill development for their housing
outcomes than others. This is generally reflected in comparisons between the
jurisdictions’ infill targets (as analysed in Chapter 4). Up until the recent change of
government in NSW, Sydney was targeting 60 to 70 per cent of its residential
development to be infill compared to Melbourne, SEQ and Canberra which have
infill targets of around 50 per cent2’. Higher infill targets generally foreshadow a
more intense use of existing urban land often involving rezoning to accommodate
higher population density.

All of the major increases in dwelling densities in the capital cities have occurred in
areas that have already been developed and, more specifically, in and around the
central business districts. A list of local councils with dwelling density growth over
100 dwellings per square for the period 2001 to 2006 is provided in table 5.12. With
the exception of Campbelltown City Council in Adelaide, all of the local councils
areas listed have experienced some of the highest population growth rates (aside
from greenfield areas) within their respective cities (population growth rates are
discussed in chapter 2). Of the 11 councils listed, five were Sydney councils.28

Table 5.12 Local councils with dwelling density growth over 100
dwellings per square kilometre, 2001 - 20062

Sydney Melbourne Perth Adelaide
Sydney City Melbourne City Perth City Adelaide City
Auburn Port Phillip Subiaco Campbelltown
Canada Bay

Strathfield

Willoughby

4 SEQ, Hobart and Darwin have been excluded as there were no local councils in those cities with an
increase in dwelling density of over 100 dwellings per square kilometre over the period 2001 to 2006.
Canberra does not have local councils.

Sources: ABS (2001 Census of Population and Housing — unpublished); ABS (2006 Census of Population
and Housing — unpublished).

27 The current NSW government has made a pre-election commitment that the infill target would
be reduced to 50 per cent suggesting that there will be a greater reliance on greenfield
development in Sydney in the coming years.

28 Further, of the 22 councils with an increase in dwelling density of over 50 dwellings per square
kilometre for the period 2001 to 2006, 11 are Sydney councils (5 are from Melbourne and 3
each are from Adelaide and Perth).
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Outcomes for commercial land

The Commission requested information on the supply of commercial land from the
jurisdictions as part of its survey of the state and territory planning departments and
agencies (as outlined in appendix B).2% However, the Commission received very
little data from the jurisdictions on commercial land (tables E.3 and E.5 in appendix
E). Further, as reported in chapter 4, most of land supply management programs in
the jurisdictions pay little attention (if any) to monitoring or analysing commercial
land uses. It is unclear to the Commission how most jurisdictions monitor the
adequacy of commercial land supplies without this information.30

While figures E.29 and E.30 in appendix E provide some indication as to the
availability and location of commercial land across the capital city planning areas
for the period 2004-05 to 2009-10, they are not definitive. For example, they do not
capture the commercial properties available for lease. Notwithstanding, some
inferences can be drawn from the data. Figure E.30 shows that sales of commercial
properties were widely dispersed across the cities and suggests that at least one or
two commercial properties were available for sale in most suburbs each year. Perth
had the highest number of sales (by a large margin) of any capital city and median
prices that sat in the midrang