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SUMMARY OF RECOMMENDATIONS
The clearly articulated, integrated approach of the draft District Plans provides a solid starting point for 
planning for the evolving needs of Greater Sydney.  The objectives and approach of the plans are 
broadly supported.  In particular, the inclusionary zoning requirements foreshadowed in the draft 
District Plans are an important step and they are strongly supported by the Federation and its 
members.  If, however, the framework is intended to be a game changer, there is a real risk that the 
provisions may be applied in such a restrictive manner that the number of dwellings produced on the 
ground is either very small or negligible as a proportion of overall supply.  

The NSW Federation of Housing Associations proposes several solutions to strengthen the proposals 
and to identify where community housing providers (CHPs) can play an active role in meeting the 
growing housing challenges in Greater Sydney.  In this submission, the following actions to benefit the 
needs of lower income households are proposed:

Effective Planning and Strategy

A housing strategy for New South Wales and/or Greater Sydney: An overarching Housing 
Strategy is required in order to integrate government responses and link these with planning 
reforms to provide a comprehensive response to addressing affordable housing needs.

Housing needs assessment: The starting point for addressing housing requirements now and in 
the future is a robust and consistent approach to the assessment of regional and local housing 
needs.  This assessment should underpin the housing strategy. We recommend this is completed 
(at least for Greater Sydney) before the District Plans are finalised. 

Local Housing Strategies: A clear, consistent but locally responsive framework is required for 
Local Housing Strategies, which covers the full spectrum of housing requirements including the 
examination of local needs, market/supply, opportunities, gaps and identify full and effective 
responses; and that local government is adequately resourced and supported in preparing these 
strategies within a specified timeframe.

Numerical affordable housing supply targets: Whilst the District Plans refer to ‘targets for 
affordable housing’, these are more properly considered inclusionary zoning requirements or 
quotas. The District Plans’ general supply targets for overall housing supply should be 
accompanied by specific numerical targets for affordable housing supply ideally based on the 
housing need identified in the assessment process proposed above. Strategies for inclusionary 
zoning will only be one mechanism through which the affordable housing supply targets are 
achieved. 

Defining Affordable and Diverse Housing 

Housing diversity: The definition should be precisely defined and encompass size, type and 
tenure and price point of the housing delivered.  It should include housing to meet special needs, 
including requirements for housing suitable for people with disability or impaired mobility.

Moderate income households: The District Plans and Local Housing Strategies should 
recognise the housing needs of moderate income households who are increasingly locked out of 
much of the Sydney market and include strategies to address the needs of these households. We 
recommend an additional requirement on top of the proposed 5-10% affordable housing 
inclusionary zoning target as one strategy.

Defining affordable housing: We propose adoption of a more precise ‘affordable rental housing’ 
definition than is currently used in the Act. This should be used to set the profiles for occupants, 
dwellings, affordability and provider. This will ensure effective targeting to requirements, facilitate 
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implementation, protect against incentive misuse and ensure that housing is available to those in 
genuine need.  

Role of the community housing sector: An ‘affordable rental housing’ definition linked to 
management by a registered CHP will ensure compliance with development approvals, the 
tracking of affordable housing outcomes and performance on affordable housing targets.  CHP
involvement will also facilitate affordable housing delivery through inclusionary zoning and other 
mechanisms. It should also optimise the housing numbers achieved as CHPs can combine 
contributions with other resources and debt financing, as well as bringing expertise in affordable 
housing delivery and management.

Universal design: Development requirements for all units should be Silver Liveable Housing 
standard and specified adaptable units should be developed to Platinum standard. Using CHPs 
to assist in linking universal housing with suitable households should be promoted.

Implementing Measures

Optimising densities: We recommend that densities in accessible locations are optimised to 
avoid the risks of underdevelopment or land sterilisation. We believe with community involvement 
in the design process attractive development in sympathy with local surroundings can be 
achieved while ensuring more affordable housing which will protect household diversity.

Range of available measures to achieve affordable housing outcomes: Local government 
should have access to and be encouraged to use all locally appropriate options for facilitating 
better housing outcomes.  

In furtherance of this we recommend:

That SEPP 70 must be amended to provide a framework to enable local councils that have 
identified housing needs and developed strategies to use section 94F and 94G provisions in
the Environmental Planning and Assessment Act 1979 to seek contributions for affordable 
housing as a condition of development approval;

Specific complying development standards should be developed for ‘affordable rental 
housing’ projects which ensure that providers can deliver accommodation that is tailored to 
the needs of their clients without the costs and risks associated with the full development 
approval process (including for example community opposition and associated development 
delays);

Councils should be encouraged to explore a combination of incentives to facilitate ‘affordable 
rental housing’ projects e.g. fast tracking of applications, land contributions, linking 
community services planning with housing provision, reduced development fees and more 
flexible standards, rate concessions; a dedicated and trained local council officer responsible 
for negotiating agreements with CHPs.

Inclusionary zoning: Inclusionary zoning is an important and potentially very effective means of 
encouraging household diversity within local communities.  However, the suggested 5% to 10% 
contribution is very modest compared to the quantum of need and should be seen as a starting 
point, rather than a limiting range.

To ensure an effective framework:

The introduction of inclusionary zoning requirements must be timely, with an early date for 
implementation set now to avoid further lost opportunities – eg 1 July 2017 for urban uplift 
and rezoning and 1 January 2018 for Greenfield;
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Wherever feasible, the 5% to 10% contribution rate should be increased in recognition that 
inclusion of affordable housing is not only good planning but needed to offset the negative 
impacts of upzoning land on affordable housing supply;

Inclusionary zoning requirements should apply to all land being up-zoned or rezoned for more 
intensive use;

The contribution should apply to the full development, not just additional floorspace;

An additional contribution of at least the same amount on top of the 5-10% should be required 
for affordable housing for those households on moderate incomes. 

There should be no minimum threshold below which contributions are not required;

The affordability benefit should be retained in perpetuity. This does not mean that the specific 
affordable housing properties should never be disposed or redeveloped, but that the value 
should be kept in the local area.

Financing gap: The financial assumptions behind the proposal for 5%-10% affordable housing 
have not been provided and it is not clear what assumptions, if any, were made about the equity 
and/or debt financing that CHPs may bring.  In general, Government support is vital in bridging 
the financing gap that exists between the costs of provision of affordable housing especially for 
households at the lower end of the income spectrum and the available revenue stream. The level 
of assistance that may be required will be dependent upon the income and special needs of target 
residents, the equity provided in the land and/or housing, the capital and operational costs of 
housing and the availability of Commonwealth Rental Assistance.

Utilisation of government land: Federal, state and local government have sizable land holdings 
in prime locations throughout NSW.  There is a strong case for government to use these assets 
as a catalyst for affordable housing provision in key locations. Furthermore, government should 
lead by example by using its land to promote and deliver affordable housing.  Where land is 
earmarked for sale, a substantial component (at least 30%) should be allocated for affordable 
rental housing for households on very low, low and moderate incomes.

Support Mechanisms and Oversight

Implementation and oversight: As recognised by the Greater Sydney Commission, the plans’ 
objectives will not be achieved without a strong implementation framework. Critical in this will be:

Setting numerical supply targets to drive and guide responses;

Empowering local government to respond effectively by giving them access to a full suite of 
strategies to address diverse local housing needs, including the ability to utilise mandatory 
mechanisms such as inclusionary zoning, as well as incentives for affordable housing 
provision such as rate relief and density bonuses;

Supporting implementation through state/district information, guidance and resources. This 
could include the establishment of a central unit to provide support to local authority planners 
charged with negotiating with developers on viability assessments and affordable housing 
obligations

Establish a capacity-building fund to resource specialist training and support for local council 
planners who will be responsible for negotiating site-specific agreements with developers.

Establishment of a Housing Trust to facilitate the pooling of resources from development 
contributions, donations, fund raising by local businesses and council contributions such as 
land;
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Tracking performance through state/district monitoring and local government reporting, 
including annual reports on activities and proposed strategies to address affordable housing 
needs/targets; and 

Sanctions for non-performance including application of mandatory provisions.
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PART 1: CONTEXT FOR AFFORDABLE HOUSING IN NSW

1.1 About Community Housing and the Federation

Community housing providers (CHPs) are non-profit managers and developers of quality affordable 
rental housing for lower income households and those with specific housing needs.  Whilst some 
short-term and emergency services are offered by CHPs, generally community housing offers secure, 
affordable, long-term term rental housing for people on very low to moderate incomes with a housing 
need. CHPs deliver a broad range of support for tenants; linking them to disability, education, health 
and employment opportunities and services where required.

CHPs are viable, ethically run businesses driven by strong social missions and values.  The 
community housing industry is working closely with providers, partners, investors and government to 
improve capability, capacity and funding to deliver new housing and services to those most in need.

The demographic profile of tenants living in community may include very low to moderate income 
households including singles, families youth and elderly. CHPs provide a broader range of housing, 
including discount to market rental housing for a wider income group than traditionally available 
through public housing.  A community home looks like any other.  Tenants that move into a 
community home often report a higher quality of life, significant financial relief and a true sense of 
housing security and stability. 

The introduction of independent, risk-based regulation in 2009 has assisted the industry to grow and 
continually measure and improve its capabilities and professionalism.  CHPs are regulated by and 
registered with the National Regulatory System (NRS) for Community Housing.  Larger providers that 
manage substantial tenancies and raise private finance to undertake new social housing are closely 
regulated under the NRS.  The registration process is rigorous and is designed to give confidence to 
key stakeholders such as tenants, government, financiers and investors.

In the last decade, the community housing industry has undergone significant growth and 
development with more diverse products, partnerships and new providers entering the market.
Despite this growth, housing needs remain considerable.

The NSW Federation of Housing Associations is the peak industry body for CHPs across the state.  
The Federation represents the interests of these organisations and provides support and resources 
for their further development. Since 1993, the organisation has provided leadership, support and 
resources for the further development of the industry, and has represented the aspirations and 
interests of the industry to all other stakeholders – government, partners, business and the wider 
community.  The Federation has 49 members including all 30 registered Tier 1 and Tier 2 
organisation operating in NSW.  Its members manage over 38,000 tenancies across the state.   

NSW contains the most of the largest, accomplished, dynamic and professionally led organisations in 
Australia. With over 38,000 tenancies, our 27 leading organisations manage more homes than 
Victoria and Queensland providers combined. This continues to grow with more management 
transfers and redevelopment tenders for existing social housing sites and through partnerships with 
the private sector delivering affordable housing.

The sector has low rent arrears, minimal vacancy rates, and high tenant satisfaction. In the latest 
AIHW survey, nearly twice as many community housing tenants (39%) were very satisfied with their 
landlord compared to public housing (22%).

The Federation seeks to ensure that CHPs are active in all housing markets, providing a full range of 
housing options for households on very low to moderate incomes.  



6

1.2 What do we mean by Affordable Housing?

The term ‘housing affordability’ usually refers to ‘the relationship between expenditure on housing 
(prices, mortgage payments or rents) and household incomes’1.  The term ‘affordable housing’ on the 
other hand is often used to describe housing provided to lower income households at below market.  

Some planning instruments and programs define affordable housing in very specific ways.  In order to 
capture the full range of options, the Community Housing Industry Strategy defines affordable housing 
broadly as housing that is suitable for very low to moderate income households and within their 
capacity to pay.  Very low to moderate income households are households with total income ranging 
from minimum statutory income levels up to 120% of median income2.

Defined in this broad way, affordable housing can comprise social housing provided by state 
government and CHPs, other subsidised rental housing and some shared equity and home purchase 
options, though the availability of the latter in Greater Sydney is very limited.  CHPs generally provide 
affordable housing at below market price levels, either as a maximum percentage related to income or 
a discount from market rates.  Residents with the lowest incomes will require higher levels of subsidy 
to bring their housing costs to an affordable level. 

1.3 Introduction to the Housing Affordability Crisis in NSW

1.3.1 Social housing & the failure of the private housing market

The housing affordability crisis is being acutely felt across all communities with around 60,000 
households currently on the waiting list for social housing across NSW. It has been forecast that 
around 100,000 dwellings are needed over the next 20 years to maintain the (occupied) social 
housing stock. With social housing not meeting demand and median property prices rising 1.3% over 
the last year, households must rely on the private rental market. However, the rental market is not 
providing relief with median rents across all dwellings surging by 2.2% over the December 2016 
quarter alone. Ongoing rental increases have continued to outpace wage growth over the last decade. 

Accentuating the State affordability crisis are government policies such as reducing tax paid on capital 
gains and negative gearing allowances. Consequently, by 2014, half of all new loan approvals in 
Australia went to investors rather than to owner-occupiers causing home ownership rates to fall from 
68% in 2004 to 63% in NSW by 2014. This trend continues with housing investor loan approvals 
increasing by 21.4% in just one year (2015-2016). With growing numbers of investors and those 
looking for rental housing, rising housing costs are set to continue making property ownership 
increasingly unattainable. 

1 Parliament of Australia, Dr. Matthew Thomas, Social Policy and Alicia Hall, Statistics and Mapping 
http://www.aph.gov.au/About_Parliament/Parliamentary_Departments/Parliamentary_Library/pubs/BriefingBook4
5p/HousingAffordability
2http://www.housing.nsw.gov.au/Centre+For+Affordable+Housing/For+managers+of+affordable+housing/Househ
old+median+incomes+2015-16.htm
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1.3.2 Impacts on moderate income earners

Rising housing prices and rents are 
problematic for moderate income 
households. This is reflected in the 
number of NSW moderate income
households in rental stress which 
increased from 26% to 34% between 
2006 to 2011 respectively. Moderate 
income earners wanting to purchase a 
home also face issues with only 30% of 
purchase stock being affordable in NSW 
2016.

With no housing needs data available for 
NSW (see further at 3.3.2) the Sydney 
LGA of Randwick offers insights into the 
housing unaffordability issue. For 
example, there has been a 40% decline in 
rental affordability for people on moderate 
incomes in Randwick LGA since 2006. A
similar situation exists in the Sydney Inner 
West LGA where the market is not 
providing affordable housing for the vast 
majority of moderate income households. 
Nor is the lost affordable housing stock 
(due to gentrification and redevelopment) 
being replaced. Many middle ring Sydney 
LGAs face this common unaffordability 
issue. 

1.3.3 Future of the housing 
affordability crisis in NSW

The consequences of the housing 
affordability crisis are concerning with 
many pushed into living in more 
affordable locations that are often far from 
their employment. These extended travel 
times create further household stress. 
More severely, many become unable to 
afford basic essentials such as food or 
healthcare. Some become homeless with 
28,190 people homeless in NSW on 
census night in 2011 (an increase of 5,971 
people on the 2006 Census figure). 

The growing NSW housing unaffordability crisis will perpetuate the cycle of disadvantage. Investors 
will continue to benefit from increased housing prices while those who have difficulty paying for 
shelter will struggle to meet the same levels of economic security. Overall, this increasing gap 
between higher and lower income earners will create an inequitable society. 

FIGURE 1: Housing unaffordability in NSW

Source: Churches Housing, Shelter NSW & McCrindle 2017
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PART 2: APPROACH AND GENERAL FRAMEWORK

2.1 Introduction

Whilst there are a whole range of pressing matters confronting Sydney, many of which require 
responses well beyond the planning framework, the current environment offers potential to achieve 
real change in the way the planning system is used to harness opportunities for the benefit of the 
wider community.  The release of the draft District Plans late last year is an important and welcome 
step towards addressing the challenges and capturing the opportunities that Sydney has to offer.  

The Federation would like to acknowledge the efforts of the Greater Sydney Commission to inform 
and involve the community housing industry in the development of the draft District Plans and is 
encouraged by the interest demonstrated by the Commission in harnessing the value that CHPs can 
offer in meeting the housing challenges in Greater Sydney.  

This submission does not seek to cover all the aspects of the draft District Plans or the accompanying 
framework.  Instead, it focuses on the key areas impacting on the needs of lower income households 
and on the capacity for CHPs to play an effective part in meeting those needs.  The submission also 
aims to highlight where CHPs can add value and how their contributions towards meeting housing 
challenges in Greater Sydney can be enhanced.  We believe there is tremendous potential for CHPs
to play a central role in the implementation of the directions sought for affordable housing.

2.2 Alignment with the Industry Strategy for Planning & Housing

The key planks of the Community Housing Industry Strategy for Planning and Housing released in 
September 2015 are set out Box 1 below.   

The draft District Plans take some important steps towards most of these headline actions including:  

Widening the application of inclusionary zoning;

BOX 1
Community Housing Industry Strategy for Planning & Housing:

HEADLINE ACTIONS

Adoption of TARGETS - metro and non-metro
- Informed by a sound methodology for identifying housing needs
- Implemented thru the planning system & requirements for LG

Advocate INCLUSIVE COMMUNITIES aided by Value Sharing/
Inclusionary Zoning, tapping into planning opportunities as they emerge 

Refine concept of “Affordable Rental Housing” 
to allow measurement of progress & enable targeting of LG support

UNLOCK RESOURCES  Utilisation of GOVERNMENT & INDUSTRIAL LAND
Other Non-Profit Organisations
Business with shared objectives 

FACILITATION TOOLS Financial modelling tools  and local government  toolkit

REGIONAL DEVELOPMENT STRATEGIES
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Recognising the important link between planning controls and viability;

Specifically recognising the benefits of involving CHPs;

Requiring affordable housing on government land; 

Recognising the potential role for CHPs in delivering affordable housing and ensuring that 
housing remains affordable.

This Submission aims to highlight and support the directions of the draft District Plans which assist in 
progressing the important outcomes identified in the Community Housing Industry Strategy, and to put 
forward suggestions for how the draft Plans can be strengthened and enhanced to further the 
achievement of their objectives, particularly in relation to housing.

2.3 The Approach of the draft District Plans

2.3.1 Central elements

The clearly articulated, integrated approach of the draft District Plans provides a solid starting point for 
planning for the evolving needs of Greater Sydney.  The objectives and approach of the plans are 
broadly supported.  The principles of the draft plans relating to improving transport connectedness, 
enhancing housing opportunities in accessible locations, enhancing employment and business 
opportunities and promoting environmental sustainability are all important to improving outcomes 
across the community.

The Federation and its members are not only concerned about housing, they are concerned that very 
low- to moderate-income households including those with specific needs such as people with 
disability have access to the full range of opportunities that Greater Sydney can offer.  Thus, the 
provision of adequate affordable housing is not only about lower income households being able to 
obtain a dwelling at a specified cost, but about providing homes which offer residents access to jobs, 
education, services and facilities, and that the time involved in accessing these opportunities is not 
disproportionately burdensome. Good design and environmental sustainability features are also 
important in reducing running costs and contribute to improved affordability.

The Federation supports the important high-level elements of the draft District Plans designed to 
facilitate these outcomes, including in particular: 

The ‘three cities’ concept

Integrated vision: productive, liveable and sustainable city

The focus on building on local and regional strengths to enhance productivity

Bridging the gap between local and metro planning

Aligning infrastructure and land use planning 

Harnessing Value Capture

Recognition of critical role of interagency partnerships

Linking work opportunities and housing 

Table 1 overleaf provides identifies some comments in relation to these elements, along with areas 
for further consideration.
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TABLE 1: OVERARCHING ELEMENTS OF DRAFT DISTRICT PLANS
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2.3.2 Optimising the use of land resources

The pressures confronting Sydney and the problems of congestion and dislocation experienced by 
residents, businesses and visitors underscore the importance of managing and safeguarding the 
city’s precious land resources.  The directions of the draft District Plans aimed at supporting a 
compact, efficient and sustainable city are strongly supported.  These directions will help achieve 
the liveability and the productivity objectives sought for Greater Sydney.  It is vital in determining 
appropriate planning controls that the starting point is optimising densities in accessible locations 
and that it is recognised that allowance for only modest increases in densities will not only risk 
underdevelopment, but often sterilise land by not offering sufficient potential to make renewal of all 
but the most rundown development viable. 

In relation to land in government’s ownership, there is an obligation to maximise public benefits.  
Where government proposes to dispose of underutilised land, requirements should be set to ensure 
that financial return is not the only or primary public benefit considered and that a full and robust 
cost benefit analysis of social and economic costs and benefits be undertaken to optimise 
outcomes.  Where land is earmarked for sale for residential or mixed use, a substantial component 
(at least 30%) should be allocated for affordable rental housing. 

2.3.3 Linking housing with opportunities for work

The Community Housing Industry Strategy advocates two key directions for improving the 
access of low to moderate income households to work opportunities:

Fostering Inclusive Communities – Sharing the benefits our cities offer by substantially 
increasing housing yields and diversity in prime, accessible locations

Pursuing Regional Strategies– Building on local/regional strengths to foster more buoyant 
economies outside major centres and provide opportunities for people to remain in their 
local communities, rather than being forced to move elsewhere in search of suitable 
employment and/or housing

As well as improving opportunities for lower income people to live in accessible locations with good 
access to employment and other facilities, it is vital also to expand jobs and services close to where 
lower income people live, particularly in outer Sydney.

The strategies for achieving outcomes in these two areas are a little different:

Inclusive, Successful, Sustainable Communities
Enabling a range of low to moderate income households to live in prime, accessible 
locations by promoting a spectrum of housing opportunities.  As we know this is 
good for business and for healthy communities.

Nurturing business/work opportunities
Using all levers/channels to remove blockages to work/education and to create 
opportunities for business to prosper and individuals tap into opportunities or create 
their own.  The right mix - Providing the ingredients for activity/prosperity to arise.
Catalysts - Networks and incubators to activate these.

Both these aspects are encouraged to some extent through the draft District Plans.  
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Inclusive, Successful, Sustainable Communities

The importance of key workers to successful business and service delivery is now well recognised.  
If key workers are to live close to the businesses they support, this requires more than the inclusion 
of a small component of social housing within what is otherwise a prohibitive market for low to 
moderate income households.  It requires a spectrum of housing in terms of type, size, tenure and 
price points for a genuinely inclusive community.  There needs to be steppingstones to allow 
households to move on to more suitable options as their circumstances improve, freeing up more 
highly subsidised housing for those in greatest need.  

This, in turn, will deliver the greatest spectrum of potential employees for local businesses, as well 
as contributing to the health and diversity of the community, which in turn supports local services 
and businesses.  

The importance of fostering inclusive communities is discussed in further detail in 3.3.6.  

Nurturing business/work opportunities

It is also important to look at those parts of Greater Sydney where lower income households are 
concentrated and to consider how opportunities for training and business can be improved and how 
they can build on and nurture local strengths.  

There is a need to understand, explore and encourage the interrelationships between living and 
working environments and create catalysts for work opportunities.  This is not just about planning 
and urban policy; it is about place making and requires:

cohesion between planning and the other dimensions at play; and 

a commitment to creating opportunities and achieving sustainable, successful places.

Encouragingly the draft plans are very much focused on building on local and regional strengths 
and this approach is strongly supported.  There is a risk that the focus can be on big business and 
that opportunities for smaller and newer enterprises will be overlooked without an established plan 
for the community or in government processes.

Established businesses are generally the best equipped to participate in and influence government 
processes.  However, with most growth in employment comes from newly established businesses 
and with peer-to-peer channels becoming vital in expanding other work opportunities, it is vital that 
planning strategies look at how these opportunities can be fostered.  Peer-to-peer opportunities are 
particularly for those who have difficulty accessing regular employment.  Whilst the draft District 
Plans reflect an awareness of the importance of urban renewal and activation of centres, 
opportunities to promote work incubators and introduce greater land-use mix will be very important 
in facilitating opportunities for smaller, newer businesses and individuals.
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PART 3: ACHIEVING THE HOUSING OBJECTIVES

3.1 Approach and Strategies for Housing

The focus of the draft District Plans on housing is welcomed and appropriate.  The emphasis on 
housing diversity and the acknowledgement given to the need to act to facilitate affordable housing 
are strongly supported.

The overarching priorities set down by the draft District Plans for improving housing choice; 
improving housing diversity and affordability; coordinating and monitoring housing outcomes and 
demographic trends; creating great places; fostering cohesive communities; and responding to 
people’s need for services, together provide a sound and worthy basis for the plans.

The key aspects of the draft District Plans that are supported are:

The central focus on housing

Ambitious targets for housing supply

The emphasis on housing diversity (see further discussion of diversity at 3.3.4)

Provision for local needs assessment and strategy development as long as linked to a 
comprehensive overarching Housing Strategy (see further discussion at 3.3.1)3

Introduction of inclusionary zoning 

Setting requirements with reference to viability, with an agreed  transparent approach for 
establishing viability

Affordable housing requirements land

Acknowledgement of the significance of monitoring achievements in driving desired 
outcomes.

3.2 Prospects of Success

The draft District Plans acknowledge that we are at a transformative point in Sydney’s development, 
with the creation of Sydney’s second airport identified as a game changer.  It is vital that the 
opportunities that arise at this pivotal point are not missed by setting outcomes and requirements 
that are too modest.  Far too often strategic plans paint compelling pictures of the outcomes they 
are seeking, but their strategies are too weak or non-commercial to achieve them.  

The Greater Sydney Commission in releasing the draft District Plans has demonstrated a 
willingness to take bolder steps and has recognised that they must be driven through oversight and 
enforcement.  In particular, the inclusionary zoning requirements foreshadowed in the draft District 
Plans are an important step and they are strongly supported by the Federation and its members.  

If, however, the inclusionary zoning framework is intended to be a game changer, as 
currently conceived it will fall short of this.  In fact, there is a real risk that the provisions 
may be applied in such a restrictive manner that the number of dwellings produced on the 
ground is either very small or negligible as a proportion of overall supply.  

3 Funds have been made available to local government under various programs to undertake local needs 
studies since the 1990s.  However only a handful have transitioned to implementation for reasons including 
lack of support for inclusion under SEPP 70; lack of resources and inadequate follow through by local 
government.  A funded, centralised endorsed methodology should be developed and applied consistently 
reducing delays in the development and adoption of local housing studies.
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As the available housing needs data clearly demonstrates (see further at 1.3 above), there is 
substantial unmet need for affordable housing amongst very low, low and moderate income 
households in Greater Sydney.  The adoption of inclusionary zoning, if more widely framed, could 
over time play an important part in meeting the needs of some very low and moderate income 
households.  Alone however, it will not be enough to address the quantum of outstanding housing 
need and into the future.  Furthermore the affordability crisis in Sydney is such that it is not only 
lower income households that are finding it impossible to access affordable housing, but also those 
on moderate incomes.  Whilst the Federation supports the focus on the critical needs of very low 
and low income households, the lack of affordability in Greater Sydney is such that moderate 
income households are also experiencing very high levels of housing stress and the market is 
clearly not targeting this need in most new supply.  In fact, the cost of new housing is invariably 
higher than prevailing median housing costs.  

A suite of strongly framed approaches is required, underpinned by a solid evidence base and 
implementation framework.  These should include a range of facilitation and support for affordable 
rental housing projects and programs.  Whilst there is some acknowledgement of the potential use 
of incentives, too little consideration is given to the range of levers required to deliver an effective 
affordable housing response.  As these will vary with local circumstances, it is important that local 
government has access to a suite of options from which to select the combination that are most 
suitable to local circumstances and the wider environment.  

3.3 Need for a Comprehensive Approach for Housing

All these factors point to the need for a strong overarching Housing Strategy for New South Wales 
or for Greater Sydney and a comprehensive approach to addressing housing needs, including the 
need for affordable housing.  The critical components of a comprehensive approach are outlined in 
Box 2 below.

BOX 2

Critical Elements of a Comprehensive Approach for Housing

Housing Strategy for NSW/ Greater Sydney to provide an integrated 
approach supported by wider planning system / infrastructure reforms

Robust needs assessment methodology & requirements for district/local 
housing 

Numerical affordable housing supply targets drawing on the general 
supply targets in the draft District Plans & needs assessment

Requirements for Local Housing Strategies to examine local needs, 
analyse local market/supply, identify gaps, examine opportunities & identify 
full and effective responses 

Availability of a range of measures to promote housing 
diversity/affordability 
and achieve targets 

Optimise housing on government land

Driving outcomes through effective implementation, monitoring & 
oversight, reporting and sanctions for non-performance 
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3.3.1 Housing Strategy for NSW and/or Greater Sydney

An overarching Housing Strategy is required in order to:

Integrate government responses and link with planning reform, social housing renewal, 
NDIS and housing codes reviews;

Cover all housing types and tenures;

Understand and track changes in housing supply across location, tenure, type, size, 
features etc;

Be informed by a robust assessment of needs now and into the future across all housing 
tenures, which enables an understanding of the housing diversity requirements of all 
submarkets;

Explicitly recognise and provide for a deeper analysis of the need for affordable housing;

Address the dynamics in the housing market and how they are influenced by external 
factors;

Include strategies to promote the delivery of the range of housing needed to meet needs 
and to address failures in the housing market;

Provide a comprehensive response to affordable housing needs; and

Address the interdependencies between housing, infrastructure and other land uses.

3.3.2 Housing needs assessment

The starting point for addressing housing requirements now and in the future is a robust and 
consistent approach to the assessment of regional and local housing needs.  The Community 
Housing Industry Strategy emphasises the importance of a clear methodology for assessing needs 
as a basis for determining targets and appropriate housing provisions in planning instruments at all 
levels, and to guide initiatives to expand affordable housing supply.  The framework for needs 
assessment should take into consideration the following:

The degree of detail relevant to each level of plan and the best level at which to undertake 
primary needs assessment e.g. subregional;

Existing methodologies used in Australia and elsewhere to inform a consistent and robust 
approach;

Consideration of data requirements and sources, current gaps and scope to address these; 

Special needs that impact on requirements for housing and the aspects/elements that need 
to be captured;

Responsibility for and resourcing of needs assessment at a local, sub-regional, state and 
federal level, including the benefits of a body to monitor supply.

The state government should take the lead on developing a methodology for needs assessment 
that:

Starts at state level and flows on to district and sub-regional levels; and 

Informs and guides local needs assessment.  
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We believe that a needs assessment for Greater Sydney should be undertaken prior to the District 
Plans being finalised so that the numerical affordable housing supply targets can be set and the 
plans make a real difference to solving housing unaffordability.

3.3.3 Numerical affordable housing supply targets

Whilst the District Plans refer to ‘targets for affordable housing’, these are more properly considered 
requirements to include a component of affordable housing in specified locations through the 
proposed inclusionary zoning provisions.  In fact, using the term ‘target’, may undermine the 
objectives for inclusionary zoning by creating the impression that they are aspirational, rather than 
mandatory. 

More importantly, the draft District Plans overlook the need to accompany the general numerical 
supply targets they set for overall housing supply, with specific numerical targets for affordable 
housing supply.  This is considered crucial to bring the required focus to addressing affordable 
housing needs.  

As the Community Housing Industry Strategy highlights, numerical targets are of tremendous
practical and symbolic significance in focusing attention on achieving desired outcomes.  They:

Signify the commitment to achieving real improvements

Focus attention on the response required to meet needs

Help to ensure that on-going effort & funding are directed towards desired outcomes

Provide a measure against which success can be tracked

The Industry Strategy puts forward a framework for implementing targets:

Numerical supply targets for affordable housing should be included at all levels: state, 
regional/district, subregional and local. 

Planning instruments at all levels should be required to demonstrate how targets will 
be achieved.

To enable targets to be measured and to understand better the size of the task, an audit of 
affordable housing supply should be undertaken to provide a benchmark against which to 
track progress. 

Local plans should be required to be regularly reviewed and progress publically 
reported to ensure objectives are being met (e.g. on a four yearly basis as proposed under 
the previous planning reforms) with achievement of targets as one of the factors to 
examined in the review.  

Where achievement of targets is not sufficiently advanced by local government through the 
implementation of local plans, then mandatory provisions should be applied. These 
mandatory provisions could include a framework similar to that used in the National 
Housing Stimulus Package.

Numerical affordable housing supply targets should work alongside inclusionary zoning, but efforts 
to increase affordable housing supply would need to go beyond this to include for example: 

Local government facilitation and support for affordable housing projects 

Continued investment by government in the social element of affordable housing to 
maintain or replace existing and expand the overall supply 

A sound understanding of the funding and financing environment necessary for CHPs 
to work in partnership to deliver sustainable affordable housing  outcomes 
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Injection of government land for affordable housing 

Strategies to protect existing affordable housing 

Recognising that the achievement of the general affordable housing targets will be influenced by a 
range of factors and will be difficult to measure, it is proposed that complementary quotas be
developed for overall growth of ‘affordable rental housing’ utilising a more precise definition of the 
term currently used in the Environmental Planning and Assessment Act 1979 and the Affordable 
Rental Housing State Environmental Planning Policy.  

This definition could be applied more effectively to assist meeting genuine needs for affordable 
housing if it defines required profiles for occupants, dwellings, affordability and provider.  By taking 
this approach the definition can ensure that:

Housing targets those in genuine need; 

Dwelling mix meets identified requirements; 

Housing is affordable to target occupants; and 

Consistent and appropriate management is delivered through a registered community 
housing provider or the equivalent.  

This more precise definition of affordable housing can be of great value in: 

Focusing affordable housing responses on identified needs and priorities;

Assisting to track achievement of affordable housing supply targets;

Ensuring that state and local governments and others can be confident that their 
facilitation and support is focused on deserving housing projects;

Providing assurance to local communities; and 

Protecting against the leakage/loss of affordable housing resources.

A more precise definition of affordable housing will support the implementation of initiatives such as 
the affordable housing initiative being put forward by PWC for Residential 2 zones4 by ensuring that 
housing is appropriately targeted and that community concerns about misuse of incentives can be 
allayed.  

Furthermore, a definition that is linked to management by a registered community housing provider 
or equivalent will also help the oversight of compliance with development approvals and the 
tracking of affordable housing outcomes and performance on affordable housing targets.  In relation 
to this, the community housing industry could offer a structured way to track compliance and would 
welcome the opportunity to engage further with the Greater Sydney Commission in relation to this.  
Tracking compliance would be of benefit to the for-profit sector as well.

3.3.4 Local Housing Strategies

A clear framework for Local Housing Strategies which covers the full spectrum of housing 
requirements and opportunities now and over time, is fundamental for effective implementation of 
the housing objectives of the draft District Plans.   

Through the framework for Local Housing Strategies, councils should be required to explore a full
range of approaches to meeting the housing needs in their areas and where appropriate to work 

4
PwC (March 2017)  ‘A place for everyone: Tackling Sydney’s affordable housing crisis: PwC’s Affordable 

Housing Initiative’
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with other councils in their sub-region to ensure consistency and optimise outcomes. The concept 
of diverse housing should be clearly defined as covering diversity in size, type and tenure and 
price point of the housing delivered.  The features of housing are also important both in meeting the 
needs of households within the community and also in containing housing costs.  The planning
framework needs to provide enough flexibility so that unnecessary features do not add to the cost 
or footprint of housing.  Car parking requirements that take into account the availability of public 
transport and car ownership rates is a clear example.  Removal of minimum dwelling sizes is 
another.   

Likewise, a diversity of housing should also encompass options that meet special needs, including 
requirements for housing suitable for people with disability or impaired mobility. Development 
requirements for all units should be Silver Liveable Housing standard and specified adaptable units 
should be developed to Platinum standard. Opportunities to utilise CHPs to assist in linking 
universal housing with suitable households should be explored and encouraged.  

When considering needs for affordable housing, this must include consideration of the needs of, 
and options for moderate income households who are increasingly locked out of much of the 
Sydney market, as well as very low and low income households.

In summary, Local Housing Strategies should be required to:

Consider the requirements across all tenures and over time; 

Identify housing diversity requirements of all submarkets – taking into account household 
type and size, stage in life cycle, the needs of people with disability and reduced mobility, 
requirements for housing related support; distinguishing these by tenure and price point;

Incorporate a deeper analysis of needs for households not well served by the local market 
including needs for affordable housing;

Examine local housing supply and the dynamics of the local housing market;

Incorporate a deeper analysis of supply for households not well served by the local market, 
including the availability of suitable, affordable housing;

Identify areas of under/oversupply, gaps and underutilisation of housing including 
prevalence of vacant dwellings; 

Examine supply opportunities and constraints, including potential for expanding housing 
supply through rezoning, upzoning, land release and/or adjustment of planning controls;

Provide a basis for strategies to protect and expand supply to respond to numerical supply 
targets for housing/affordable housing and which include a comprehensive range of 
responses to meet the full range of needs identified.  This should include requirements and 
facilitation as discussed further below, along with refinements to the planning framework to 
ensure that requirements relating to dwelling size and attributes enable flexible, affordable 
options including, for example, compact housing and reduced car parking in keeping with 
the features of the location and target group. 

Local councils will be greatly aided in this if the state government develops a methodology for 
needs assessment and undertakes a comprehensive examination of needs at a state and district 
level.  This assessment can then inform and assist local councils in examining local needs.  

Further government should provide tools and support for local government to help councils prepare 
widely based Local Housing Strategies.  Support should not be available for those who satisfy the 
minimum requirements only.
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3.3.5 Range of measures to achieve affordable housing outcomes

Most commonly a layering of facilitation, support and requirements is needed to bring about viable 
and effective responses to affordable housing and special needs.  The market alone will rarely be 
equipped to provide adequate option for disadvantaged and lower income households especially 
where demand from the wider community is so strong (see further at section 1.3 above).   

Whilst adoption of a framework for inclusionary zoning is an important step and detailed attention is 
been given below to the implementation of this option, it is crucial that local government has access 
to a full range of options for facilitating better housing outcomes. Also vital are strategies to protect 
existing affordable housing as well as encouraging new supply.

Impediments within the planning system must be removed to allow local government to use a full 
range of locally targeted planning mechanisms suitable to facilitate or protect affordable housing.  In 
particular, the constraining framework of SEPP 70 needs to be overhauled so that it is no longer 
used as a way of prohibiting councils form utilising the planning powers under the Environmental 
Planning and Assessment Act 1979 which were intended to enable affordable housing.  There is 
no good reason why the arbitrary and artificial definition of ‘housing need’ being 
implemented though SEPP 70 should continue to restrict responses to affordable housing 
when it is clear that there is pressing housing need throughout the Greater Sydney region as 
recognised in the draft District Plans.  In order to allow councils to respond to the housing 
needs in their areas, SEPP 70 must be amended to provide a framework to enable local 
councils that have assessed needs and developed strategies to utilise the provisions of 
section 94F and 94G of the Environmental Planning and Assessment Act 1979 in order to 
seek contributions for affordable housing as a condition of development approval.

With the current restrictions on the use of planning mechanisms for affordable housing, the use of 
voluntary planning agreements (VPAs) is often the only available option.  The shortcomings of this 
approach, particularly in terms of lack of certainty, consistency and transparency are clear.  Not 
surprisingly, the affordable housing generated through VPAs has been limited.  Research 
conducted by Urbanista for Parramatta City Council and the Federation5 indicates the low levels of 
affordable housing being achieved through VPAs despite the commitment by the Councils involved 
to promoting better housing outcomes.  For example, in the eight years following the introduction of 
its Canada Bay Council Affordable Housing Policy in 2007, only 24 units had been completed and 
transferred for affordable housing use.

Furthermore, much greater emphasis is needed on facilitation of affordable housing.  One example 
is the proposal recently put by PWC6 to amend SEPP Affordable Rental Housing 2009 to permit 
multi-dwelling housing in lower Residential 2 zones, provided that a proportion of the dwellings are 
designated as affordable rental housing.  Moreover, the PWC example also illustrates how the 
objectives of the draft District Plans for compact, accessible development can be aligned with the 
objectives for expanding affordable housing.  

Opportunities to provide facilitation and support for projects involving CHPs should be required to 
be given specific consideration.  Facilitation could be linked to defined ‘affordable rental housing’ as 
discussed above and could include, for example:

5
Urbanista (April 2016) ‘Facilitating Affordable Housing Through Planning Mechanisms: Part 1: Review of 

Planning Approaches and Measures’, Report Prepared by Rebecca Richardson for the NSW Federation of
Housing Associations and Parramatta City Council.
6

PWC (March 2017)  ‘A place for everyone: Tackling Sydney’s affordable housing crisis: PwC’s Affordable 
Housing Initiative’
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A package of incentives for affordable rental housing projects e.g. dedicated officer to deal 
with proposals, fast tracking of applications, land contributions, linking community services 
planning with housing provision, reduced development fees and more flexible standards;

Development of specific complying development standards for affordable housing projects 
which ensure that providers can deliver accommodation that is tailored to the needs of their 
clients without the costs and risks associated with the full development approval process 
(including for example community opposition and associated development delays);

Establishment of a Housing Trust to facilitate the pooling of resources from development 
contributions, donations, fund raising by local businesses and council contributions such as 
land; and

Use of council related powers to offer rate concessions and reduced council fees.  

Where affordable housing is generated through the planning system and dedicated as a condition 
of development consent or through a VPA, greater efficiencies and better targeting can be achieved 
with the transfer of housing assets to a CHP.  It is more efficient for CHPs to own and deliver the 
housing as they can optimise tax and other concessions available to charitable organisations to 
maximise reinvestment in an increased supply of affordable housing.

While outside the Greater Sydney Commission’s remit, additional Government support is vital in 
bridging the funding gap that exists between the costs of provision and the revenue.  The proposed 
reforms outlined here need to work alongside other government policy responses such as an 
ongoing social and affordable housing investment fund that can provide support in the form of any 
of the following:

Capital grants to support land acquisition and construction costs;

Cheap loans to finance development;

Operating subsidies. 

3.3.6 Inclusionary zoning

There is a strong case for fostering more inclusive communities, which provide opportunities for a 
diversity of households. This approach brings with it wide ranging social, environmental and 
economic benefits including:

Enabling more households to have access to the benefits of living in compact, accessible, 
diverse, sustainable and liveable environments;

Increasing housing supply and reducing cost pressures on residential land and existing 
housing; 

Supporting an increased range of services, facilities, transport and employment close to where 
people live; 

Enabling a sharing of the value of the uplift between landowners/developers and the community 
through more ambitious contributions towards affordable housing and enhancements to the 
public realm and community facilities; and 

Significant economic and environmental benefits flowing from a more compact urban form.

As indicated earlier, the step to more widely embrace the use of inclusionary zoning is strongly 
supported.  This represents an important step in acknowledging and providing for affordable 
housing need and encouraging a more sustainable approach.  Inclusionary zoning is an important 
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and potentially very effective means of ensuring that a diversity of households can live within local 
communities.   

However, as highlighted in 3.2 above, there is a real risk that the framework will be implemented so 
narrowly that it will fail to harness the significant opportunities available at this pivotal point in 
planning for Sydney’s future.  Given that there would appear to be broad acceptance of the use of 
inclusionary zoning, now is not the time to water down its provisions and marginalise its impact, or 
to make its implementation a lengthy process so that further opportunity to capture value uplift for 
public benefit is lost.

The Federation recognises that arguments will be made about the feasibility of securing more 
ambitious inclusionary zoning targets however ee note that the in the residual land value analysis 
undertaken for Inner West Council, Dr Judith Stubbs argues that: 

‘…affordable rental housing targets of 15% of total GFA would be reasonable without unduly 
affecting development feasibility in most precincts [of the Inner West], including those associated 
with the government renewal areas. The situation is similar in many other areas of the Central and 
South Districts’..

The Federation and its members have had the benefit of engagement with the Greater Sydney 
Commission following the release of the draft District Plans and would welcome the opportunity to 
be further involved in the development of the framework for inclusionary zoning so that its potential 
is realised and risks of marginalisation are avoided.  Recently, the Commission’s Troy Daly 
provided a list of issues upon which feedback from the community housing industry was sought.  

The following is an overview of some of the key comments and issues identified to date:

An early date for implementation must be set now to avoid further lost opportunities – eg 1 
July 2017 for urban uplift and rezoning and 1 January 2018 for Greenfield

Inclusionary zoning should be applied as broadly as possible to areas being rezoned or up-
zoned for any purpose and not limited to specific precinct or land releases.

There is no need for thresholds below which contributions will not be sought as monetary 
contributions into a social and affordable investment fund can be provided for smaller 
developments unless it would undermine viability.

Assessment of financial feasibility should be undertaken to guide the level at which 
inclusionary zoning requirements are set.  These then become part of the planning 
framework along with other requirements such as height and floor space.  Once these are 
transparent, developers can then determine if a site is suitable for their purposes or not.  

Capacity to challenge the contribution rate should only be available in exceptional 
circumstances for example where the cost of addressing previously unknown site 
conditions would render development and viable.

Rate of contribution – The uplift in residual land value created through a change in land use 
zoning will vary substantially in different locations.  Financial feasibility assessment may 
show that a higher rate of contribution than the 5 to 10% identified in the draft plans, is 
feasible in some locations.  The suggested 5 to 10% should be seen as a starting point,
rather than a limiting range, and it should be increased wherever greater feasibility supports 
it.  Furthermore, the rate of contribution should be reviewed over time to identify if it is 
appropriate to adjust upwards.  

The contribution should apply to the full development, not just additional floorspace 
particularly if introduced at the low 5-10% levels mooted.  
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Additional requirements should be set for affordable housing for moderate income 
households. We are proposing that at least a similar contribution dedicated to moderate 
income earners where need is established. 

In general preference should be given to contributions in kind, especially of land (see 
further below).

Local Housing Strategies which take into account local need should be used to guide the 
location, mix and features of housing provided.

As housing ages and housing needs change, the framework must allow for the 
reconfiguration and divesting of housing assets over time, whilst ensuring that the level of 
affordable housing supply is maintained in terms of both dwelling numbers and overall 
bedroom numbers.

PIA has suggested a Model Code for inclusionary zoning.  Issues for consideration include 
the purpose and coverage of the Model Code, how prescriptive it should be and what will 
be the statutory effect of complying, or not complying with the code, if any.

Specifically in relation to how contributions are imposed, key points for CHPs are:

Contributions of land are particularly valuable. Not only is this consistent with the principles 
of inclusionary zoning, it recognises the difficulties commonly experienced by CHPs
accessing suitable land.

Nevertheless, appropriate contributions should take account of local circumstances (relative 
preference for land, land and housing or monetary contribution) and so are generally best 
determined at a local level.

The configuration, quality and fit-out of housing must be suitable for long-term rental 
accommodation managed by a CHP.

Affordable housing in separate buildings, but integrated within a larger development can be 
a good outcome.

For contributions of dwellings, it is important that housing is suitable in respect to:

Housing type and bedroom mix, unit size and parking rates

Configuration – pedestrian access, street address, relation to surrounding 
development and open space, surveillance, solar access, privacy – visual and acoustic

Incorporation of universal design

Quality of construction

Fit-out - durability and features

Running costs – eg passive solar rather and heating and air conditioning

Common facilities and strata fees

3.3.7 Utilisation of government land

Federal, state and local government have sizable land holdings in prime locations in NSW.  There is 
a strong case for government to use these assets as a catalyst for affordable housing provision in 
key locations.  The ability to contribute towards housing supply and affordability should figure 
prominently in the public benefit outcomes sought by all levels of government when disposing of 
surplus government land. 
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Where the state government proposes to dispose of underutilised land, requirements should be set 
to ensure that financial return is not the only or primary public benefit considered and that a full and 
robust analysis be undertaken to optimise outcomes.  Where land is earmarked for sale for 
residential or mixed use, a substantial component (at least 30%) should be allocated for affordable 
rental housing.

3.3.8 Implementation and oversight

As recognised by the Greater Sydney Commission, the objectives of the plan will not be achieved
without a strong implementation framework.  Critical in this will be:

Setting targets to drive and guide responses;

Empowering local government to respond effectively by giving them access to a full suite of 
strategies to address diverse local housing needs, including the ability to utilise mandatory 
mechanisms such as inclusionary zoning, as well as incentives for affordable housing 
provision such as rate relief and density bonuses;

Consider the establishment of a central unit to provide support to local authority planners 
charged with negotiating with developers on viability assessments and affordable housing 
obligations

establish a capacity-building fund to resource specialist training and support for local 
council planners who will be responsible for negotiating site-specific agreements with 
developers constraints on local responses;

Consistent methodology and resources for councils to prepare Local Housing Strategies;

Tracking performance through state/district monitoring and local government reporting, 
including annual reports on activities and proposed strategies to address affordable 
housing needs/targets;

Sanctions for non-performance including application of mandatory provisions;

Commitment to reduce financing costs for CHPs and address the funding gap between rent  
able to be charged to very low, low and moderate income earners to maintain affordability 
and the cost of provision, operation and maintenance;

Promotion of effective partnerships between local government, development industry and 
CHPs.

The community housing industry can assist in ensuring compliance and monitoring outcomes in 
respect to the provision and ongoing protection of affordable rental housing. The Federation would 
welcome the opportunity to engage with the Greater Sydney Commission further on ways in which it 
could assist in providing objective oversight.  
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BOX 1

ABOUT COMMUNITY HOUSING AND THE FEDERATION

Community housing providers (CHPs) are non-profit managers and developers of quality 
affordable rental housing for lower income households and those with specific housing needs.  
Whilst some short-term and emergency services are offered by CHPs, generally community 
housing offers secure, affordable, long-term term rental housing for people on very low to moderate 
incomes with a housing need. CHPs deliver a broad range of support for tenants; linking them to 
disability, education, health and employment opportunities and services where required. 

CHPs are viable, ethically run businesses driven by strong social missions and values.  The 
community housing industry is working closely with providers, partners, investors and government 
to improve capability, capacity and funding to deliver new housing and services to those most in 
need. 

The demographic profile of tenants living in community may include very low to moderate income 
households including singles, families youth and elderly.  CHPs provide a broader range of housing, 
including discount to market rental housing for a wider income group than traditionally available 
through public housing.  A community home looks like any other.  Tenants that move into a 
community home often report a higher quality of life, significant financial relief and a true sense of 
housing security and stability. 

The introduction of independent, risk-based regulation in 2009 has assisted the industry to grow 
and continually measure and improve its capabilities and professionalism.  CHPs are regulated by 
and registered with the National Regulatory System (NRS) for Community Housing.  Larger 
providers that manage substantial tenancies and raise private finance to undertake new social 
housing are closely regulated under the NRS.  The registration process is rigorous and is designed 
to give confidence to key stakeholders such as tenants, government, financiers and investors.

In the last decade, the community housing industry has undergone significant growth and 
development with more diverse products, partnerships and new providers entering the market.  
Despite this growth, housing needs remain considerable. 

The NSW Federation of Housing Associations is the peak industry body for CHPs across the 
state.  The Federation represents the interests of these organisations and provides support and 
resources for their further development.  Since 1993, the organisation has provided leadership, 
support and resources for the further development of the industry, and has represented the 
aspirations and interests of the industry to all other stakeholders – government, partners, business 
and the wider community.  The Federation has 49 members including all 30 registered Tier 1 and 
Tier 2 organisation operating in NSW.  Its members manage over 38,000 tenancies across the 
state.   

NSW contains the most of the largest, accomplished, dynamic and professionally led organisations 
in Australia. With over 38,000 tenancies, our 27 leading organisations manage more homes than 
Victoria and Queensland providers combined.  This continues to grow with more management 
transfers and redevelopment tenders for existing social housing sites and through partnerships with 
the private sector delivering affordable housing.

The sector has low rent arrears, minimal vacancy rates, and high tenant satisfaction. In the latest 
AIHW survey, nearly twice as many community housing tenants (39%) were very satisfied with their 
landlord compared to public housing (22%).

The Federation seeks to ensure that CHPs are active in all housing markets, providing a full range 
of housing options for households on very low to moderate incomes.   
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1: Introduction
There is a strong case for capturing value created by government policies and investment by 
introducing a framework to divert this to offset the costs (both direct and indirect) and optimise the 
benefits of those policies and investment.  It is not surprising that over recent times, there has been 
growing interest in using value capture in New South Wales and more widely throughout Australia.  

With much of this interest has focused on funding transport infrastructure, there is a crucial need for 
more balanced consideration of the potential role value capture in furthering sound planning 
principles and addressing the negative externalities.  Encouragingly in a recent Federal paper, the 
Executive Summary expressed an appreciation of the breadth and application of value capture 
when it stated: 

The Australian Government is seeking to take action to support infrastructure investment 
practices by promoting value capture as a complementary funding approach and a land 
planning that – where appropriate – can result in more infrastructure, better integrated 
planning between infrastructure and land use needs, increased economic benefits 
beyond transport objectives, earlier delivery of infrastructure needs and fairer funding 
models. 

(page 1)

Despite the Federal Government’s optimism about the outcomes that can be achieved through 
value capture, there is a significant risk that the strength of the focus on funding transport 
infrastructure will come at the expense of a more reasoned approach.  More particularly, it may 
push aside public interest matters that are at the heart of value creation and capture.  Central to this 
is recognising that the increase in land values upon which value capture mechanisms are premised 
almost inevitably results in adverse impacts on housing affordability.  

2: What do we mean by Affordable 
Housing?
This position paper looks in particular at the housing affordability impacts associated with 
infrastructure enhancement, urban renewal and the up-zoning of land and how these give rise to a 
need to facilitate affordable housing options and opportunities.  

The term ‘housing affordability’ usually refers to ‘the relationship between expenditure on housing 
(prices, mortgage payments or rents) and household incomes’1.  The term ‘affordable housing’ on 
the other hand is often used to describe housing provided to lower income households at below 
market.  

Some planning instruments and programs define affordable housing in very specific ways.  In order 
to capture the full range of options, the Federation’s Community Housing Industry Strategy defines 
affordable housing broadly as housing that is suitable for very low to moderate income households 

1 Parliament of Australia, Dr. Matthew Thomas, Social Policy and Alicia Hall, Statistics and Mapping 
http://www.aph.gov.au/About_Parliament/Parliamentary_Departments/Parliamentary_Library/pubs/BriefingBoo
k45p/HousingAffordability
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and within their capacity to pay.  Very low to moderate income households are households with 
total income ranging from minimum statutory income levels up to 120% of median income2.

Defined in this broad way, affordable housing can comprise social housing provided by state 
government and CHPs, other subsidised rental housing and some shared equity and home 
purchase options, though the availability of the latter in Greater Sydney is very limited.  CHPs 
generally provide affordable housing at below market price levels, either as a maximum percentage 
related to income or a discount from market rates.  Residents with the lowest incomes will require 
higher levels of subsidy to bring their housing costs to an affordable level. 

2http://www.housing.nsw.gov.au/Centre+For+Affordable+Housing/For+managers+of+affordable+housing/Hous
ehold+median+incomes+2015-16.htm
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3: Our Position

Where the decisions and actions of government create additional land value or 
other benefits (such as labour force accessibility), it is not only reasonable, but 
desirable that mechanisms be introduced to capture and divert that value to offset 
the direct and indirect costs of the project.  Addressing negative externalities, 
capturing public benefits and implementing sound planning principles should be 
the key drivers in implementing a national framework for value capture.

Government infrastructure investment and urban development decisions generally 
have profound impacts on the availability of affordable housing for very low to 
moderate income households and place pressure on housing affordability for the 
community more generally.  In fact, these impacts go hand-in-hand with the 
generation of the value upon which governments will rely in implementing the value 
capture mechanisms.  

Affordable housing is not simply one of a range of areas which could be funded 
through value capture.  Adverse impacts on affordable housing are a cost of 
government investment in infrastructure and of urban development decisions.
There is a strong case that these negative affordability impacts should be 
addressed before other costs and benefits are funded.  

Furthermore, sound planning requires that, not only are negative impacts 
addressed, but when communities expand and are being gentrified, active steps are 
taken to ensure inclusive communities, i.e. that the opportunities that arise from 
government’s investment and planning decisions are not only available to the better 
off in society.  As well as fairer outcomes for lower income households, there is firm 
evidence that inclusive communities bring wide economic, environmental and 
social benefits.  In other words, the promotion of inclusive communities must be 
seen as a fundamental planning principle.  Moreover, affordable housing is a critical 
form of urban infrastructure vital to well-functioning communities.

For these reasons, the rationale for addressing housing impacts and ensuring 
inclusive communities must be differentiated and given priority over other cost 
offsets and public benefits that could be funded from any value captured.  

Thus, it is submitted that value capture should first offset the negative impacts of 
infrastructure on housing affordability and ensure opportunities continue to be 
available for a full range of households to foster sustainable, inclusive communities 
in line with sound planning principles.  Only once these fundamentals are satisfied, 
should value capture be used to help fund the costs of infrastructure and deliver 
other public benefits.
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4: Context and Relevance of 
Affordable Housing 

4.1 Housing Affordability in Australia Today
House prices in Australia have trebled in the past 30 years3 and Australia’s capital cities are some 
of the most unaffordable in the world.  Lower-income households are the most affected by this rise 
in prices and a high proportion are in rental stress (68%) or mortgage stress (47%), according to 
data analysis from ABS 20154.

While increasing the general supply of housing is often cited as the answer to the affordability 
challenge, the Affordable Housing Working Group concluded in its 2016 Issues Paper:

Recent significant increases in dwelling approvals, commencements and completions 
has done little to increase the supply of affordable rental housing, as the majority of new 
housing construction has been at the less affordable end of the market.5

This lack of an adequate supply of affordable and appropriate housing impacts upon the social and 
economic welfare of these households and our communities, the productivity of labour markets, the 
cost and adequacy of health and social security systems and the economic performance of our 
nation.  It increases the risk of homelessness, which has its own high costs for society6.

As acknowledged by the Affordable Housing Working Group: 

... there are few issues more important to ensuring the welfare of Australians than 
housing. From a social perspective, housing provides a stable base from which 
Australians can participate in their communities. Housing assists with family formation 
and security in retirement, and promotes and improves employment, educational and 
health outcomes. From an economic perspective, housing has a significant impact upon 
investment, productivity and participation, as well as consumption and saving trends 
across the economy.7

More generally, the wider economic and social benefits of adequate, affordable and well located 
housing are now widely recognised.  The preservation or creation of inclusive communities with a 
diverse population from a range of socio-economic backgrounds is increasingly being recognised 
as a priority in planning policies and strategies across Australia.  For this reason, providing 
affordable housing is a priority not only for the welfare of lower income and disadvantaged 
household, but to promote social cohesion and access to opportunities.  Some jurisdictions have 
established aspirational targets for the provision of affordable housing in recognition of the vital role 
housing plays in the success of communities and economies. 

The Affordable Housing Working Group aptly concludes: 

Housing is fundamental to the welfare of all Australians.  From a social perspective it 
promotes and improves employment, educational and health outcomes.  From an 

3 Yates, J. 2016, Why does Australia have an affordable housing problem and what can be done about it?, The 
Australian Economic Review, vol. 49, no. 3, pp. 328–39.
4 ABS 2015 analyses presented in Yates 2016 (Survey of Income and Housing, 2013–14).
5 Council on Federal Financial Relations ‘Affordable Housing Working Group: Issues Paper’ January 2016, p 4.
6 For more details on homelessness and cost-offsets, refer to : Parsell, C. Peterson M and Culhane D, 2016, 
Cost offsets of supportive housing: Evidence for social work, British Journal of Social Work 1-20.
7 Council on Federal Financial Relations ‘Affordable Housing Working Group: Issues Paper’ January 2016, p 2.
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economic perspective it is a driver of participation and productivity as well as 
consumption, investment and savings in the economy. 8

4.2 Affordable Housing as Key Urban Infrastructure
As introduced in 4.1 above, affordable housing provides wide social and economic benefits to the 
community and in this way represents a key part of economic and social infrastructure. 

Robert Pradolin, former General Manager with Frasers Property in Victoria, encapsulated the 
position in the Australian Financial Review when he wrote:

Governments and the private sector must work together to provide affordable and social 
housing, because, just like roads and rail, accommodation for all is critical infrastructure 
for the economy.

It makes good economic sense to locate these people in housing that maximises the 
value to the community and therefore minimises our long term costs as tax payers.

If we do not acknowledge and address this issue now, it will only get worse and the 
longer term cost to our community will only exacerbate the financial pressure to future 
federal and state budgets.

The economic impact and productivity of this country is inextricably linked to the 
fundamental need of a stable form of shelter to all its residents; rich or poor, so they can 
properly contribute to the economic prosperity of Australia. (10 July 2016) 9

The economic and social benefits of affordable housing to the community are summarised by the 
Australian Council of Social Services:

Housing, affordability and location are integral to enabling population growth, and labour 
mobility, supporting improvements in participation rates and improving productivity.  The 
housing and construction industries are also key drivers of economic activity, and 
associated jobs growth.  Adequate housing is also a basic necessity and human right 
which impacts on education, health and employment outcomes, as well as the overall 
well-being of the population.  Having a private place to be which is decent and over which 
we have some real control is fundamental to the well-being of every one of us as 
individuals and communities.  In this sense, affordable housing is both vital economic and
social infrastructure. 10.

Moreover, affordable housing shares many characteristics of urban infrastructure in terms of:

the level of annuities it returns; 

the need for long term financing and debt repayment strategies; 

the requirement for long term asset maintenance and renewal;, 

a high level of involvement and regulation by government; and 

the need for up front land use planning before opportunities are lost (crowding out by 
increased land costs driven by speculators and gentrification).

8 Council on Federal Financial Relations ‘Innovative Financing Models to Improve the Supply of Affordable 
Housing’ October 2016 p 1.
9 See http://www.afr.com/real-estate/social-housing-is-critical-infrastructure-20160710-
gq2dnx#ixzz4YogOCAuw.
10 Australian Council of Social Service (2014). Letter to Senator Mark Bishop, Senate Economic References 
Committee: Enquiry into affordable housing
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For all these reasons, affordable housing should be recognised as a critical type of urban 
infrastructure, which should be taken into account when planning for infrastructure in general, and 
more specifically when addressing infrastructure funding through value capture.

4.3 Financing Gap for Affordable Housing
As for other types of infrastructure, there is a financing gap to provide affordable housing, even for 
housing within the lower range of required subsidy.  While new financing models are being sought 
to improve feasibility, generally a layering of assistance is necessary for affordable housing projects 
to be viable.  The report to Heads of Treasuries by the Affordable Housing Working Group identifies 
the affordable housing financing gap as:

... the gap that exists between the low rates of return available on affordable housing 
investments compared to market returns available on alternative investments with similar 
risk profiles.  The rate of return from any investment is a function of its income, expenses 
and capital base.  By design, affordable housing providers charge rents that are below 
market rates in order to assist tenants with their costs of living.  Affordable housing 
providers are also unlikely to readily sell a dwelling as they aim to provide tenants with 
security of tenure.  As such, the income and capital gains (and thus returns) available 
from investing in affordable housing are limited.11

The report to goes on to cite some of the possible solutions put forward by stakeholders to bridge 
the financing gap and encourage the delivery of affordable housing such as: provision of free or 
discounted land, mixed development, inclusionary zoning, zoning regulations exceptions and 
government grants.  Relevantly the report concludes:

The successful introduction of any innovative financing model would aim to lower the 
operational and capital costs associated with the provision of affordable housing, 
however it would be unable to close the financing gap entirely. Closing the remainder of 
the gap will require some form of government assistance.  p 15

With or without the introduction of an innovative financing vehicle, it is clear that 
inclusionary zoning and value capture mechanisms applied in association with 
infrastructure enhancement and/or urban development, can play a significant role in closing 
the financial gap.

11 The Australian Government, 2016, Innovative Financing Models to Improve the Supply of Affordable 
Housing, Affordable Housing Working Group, Report to Heads of Treasury p 14.
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5: Rationale for Addressing 
Affordable Housing
As highlighted above, the rationale to include affordable housing in the value capture process is 
twofold:

To offset the indirect costs and negative impacts on housing affordability arising from the 
implementation of new transport infrastructure or from other government urban 
development or infrastructure decisions;

To improve the sustainable outcomes of infrastructure investments and urban development 
through a wider and integrated urban/regional planning, land use and transport framework.

5.1 Offset the Costs / Negative Impacts (Fairness 
Rationale)

Integral to any government decision to invest in infrastructure or to change policy settings, should 
be a robust assessment of the costs and benefits that will result followed by the development and 
adoption of strategies to address, minimise or offset identified costs.

The concept of capturing the value created by government action and to introduce a framework to 
divert this to offset the costs (both direct and indirect) of those policies and investment is strongly 
supported.  Where the decisions and actions of government create additional land value or other 
benefits (such as labour force accessibility), it is not only reasonable, but desirable that 
mechanisms be introduced to capture and divert that value to offset the direct and indirect costs of 
the project.  Moreover in circumstances where investment and urban development decisions of 
government will result in an increase in land values or impact on the supply of housing, especially of 
affordable housing, a crucial component of government’s implementation strategy should include 
actions to address adverse impacts of the changed housing environment, particularly for those most 
in need.

In making the case for value capture, proponents generally cite the strong evidence of 
upward pressure on residential land values associated with augmentation of transport 
infrastructure, urban renewal and/or the upzoning of land.  Less commonly noted are the 
adverse impacts of this on housing affordability or the dislocation of households and 
communities which takes place as gentrification occurs.  

Almost invariably significant transport infrastructure investment substantially boosts land values in 
areas benefiting from the increased accessibility and greater access to the labour force, customers 
and so on.12 Projects which displace existing development e.g. as land is used for a transport 
project, may also impact the supply of existing housing and in particular affordable housing.  

12The Conversation highlighted a recent example linked to the extension of the new light-rail in Sydney where 
a reported 471% windfall profit was created by a rezoning of industrial land to high-density residential. See 
Troy, L, Rogers, D, Power, E, Pawson, H, Iveson, K, Crabtree, L, Darcy, M, Phibbs, P, 2016, Sydney needs 
higher affordable housing targets. https://theconversation.com/sydney-needs-higher-affordable-housing-
targets-69207.
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As the Federal Government’s recent discussion paper entitled ‘Using value capture to deliver major 
land transport infrastructure’ recognised13:

... improvements in transport connectivity can have a profound impact on surrounding 
land uses, changing a location’s residential and commercial potential. Improved 
accessibility provides benefits to existing residents and businesses, and also attracts 
others to relocate to the area, which translates into higher commercial and residential 
land prices, representing a windfall gain for existing local property owners and additional 
profit-making opportunities for developers. p 6

Indeed housing impacts are likely to be the most significant adverse impacts of such 
investment projects.14 This being the case, the basis for diverting a portion of value capture 
to addressing such housing impacts must be differentiated and given priority over other 
public benefits that could be financed from any value captured. 

5.2 Fostering Sustainable, Liveable Communities 
(Efficiency Rationale)

The Federal Government’s recent discussion paper highlights the relevance of integrated land-use 
planning when it states:

Value capture is an approach to project development that requires integrated land use 
planning and a sharper focus on end benefits and public objectives leading to better 
infrastructure and services. p 4

It is firmly agreed that government infrastructure and urban development programs and projects 
should be integrated within a wider strategic urban planning framework to achieve sustainable 
objectives and liveable communities.  Through an integrated framework, positive externalities can 
be optimised and the best use made of opportunities for value capture.  This is particularly the case 
when increasing densities in prime, accessible locations next to mass transit stations or other 
transport infrastructure investment.

While in recent times there has been increasing integration of land use and transport planning, the 
question of affordable housing frequently remains absent from discussions.  In the Sydenham to 
Bankstown corridor in Greater Sydney for example, consideration of housing needs and targets for 
affordable housing only came to the fore after submissions highlighted this as an area of concern.  
In contrast, in South Australia, there has been clearer recognition of the importance of providing 
affordable housing in desirable, well-serviced locations as reflected in the 30 Year Plan for Greater 
Adelaide introduced in 201015.  More recently however, some of this emphasis has dissipated with 
less focus being given to implementation measures such as affordable housing targets.    

Investment in transport infrastructure will give rise to opportunities that support more intensive uses 
of land.  These opportunities will often be realised through an up-zoning of land to enable higher 
density development and/or more intensive land uses.  These higher densities in appropriate 
locations will in turn assist in achieving inclusive communities, which bring together a diversity of 
households.  This approach carries with it wide ranging social, environmental and economic 
benefits including:

13 Commonwealth of Australia 2016  see http://investment.infrastructure.gov.au/whatis/Value-Capture-
Discussion-Paper.pdf
14 The loss of affordable housing and displacement of low-income populations associated with new transport 
infrastructure and consequent land value increases is a recognised phenomenon sometimes referred as 
“transit-induced gentrification”.  Paradoxically, key workers are the one who most need access to public 
transport.
15

Government of South Australia, The Draft 30-Year Plan for Greater Adelaide 2016 Update.  Also relevantly
the Plan recognises that affordability cannot be measured only by housing costs, but has to consider other 
household’s expenditure such as transport costs (the second largest cost after housing).



Value Capture Position Statement Page 11 of 17

Enabling more households to have access to the benefits of living in compact, accessible, 
diverse, sustainable and liveable environments;

Increasing housing supply and reducing cost pressures on residential land and existing 
housing; 

Supporting an increased range of services, facilities, transport and employment close to 
where people live; 

Enabling a sharing of the value of the uplift between landowners/developers and the 
community through more ambitious contributions towards affordable housing and 
enhancements to the public realm and community facilities; and

Significant economic and environmental benefits flowing from a more compact urban form.  

Significant economic and environmental benefits flow from a more compact urban form.  The 
importance of providing a diversity of housing close to jobs in order to improve economic
productivity has been highlighted by the Grattan Institute in its report on Productive Cities (2013)16.
The access of key workers to job markets is essential and it is a priority to enable existing workers 
to remain in newly accessible location or to enable new workers to come.

However, today the housing market is failing to improve rental affordability close to labour markets 
that rely on casual and part-time workers.  The small business community is dependent on the 
availability of housing for low income earners and areas where value capture occurs will benefit 
from affordable housing provision.  Low income earners in the service economy are often forced to 
work flexible hours or at short notice and need to live close to work.  However, affordable, private, 
low rent housing is currently concentrated in particular parts of the city.  As a result, workers face 
geographical barriers to low wage jobs.  Long commuting times and their consequent stress on 
household time, budget, the environment and the transport system would be alleviated if affordable 
housing was included when value capture is being considered.

When urban development activities are spurred on by government investment and supported by 
land use zoning, there are strong grounds for ensuring that the opportunities created are available 
to a range of people, including those on lower incomes.  However, in areas experiencing rapid 
increases in land values, lower income households are those who will have the greatest difficulty 
accessing suitable housing.   

Denser, more diverse communities bring a host of accompanying benefits:- the ability to support a 
range of businesses, the potential for efficient transport and healthier lifestyles, access by business 
to an accessible workforce, a smaller and more sustainable urban footprint, greater capacity to 
incorporate sustainable technology, safer and more interesting public areas and so on.  As 
densities are increased to appropriate levels, in the right locations, the redevelopment of ageing 
and inappropriate development becomes more viable.  

If social diversity is accepted as ‘a recognised and valued environmental characteristic’ as 
suggested by SGS Occasional Paper ‘Revisiting the economics of inclusionary zoning’, then there 
is a diminution of that quality if, as a result of rising land values and declining housing affordability, 
lower income residents are unable to access housing opportunities in an expanding 
neighbourhood.17

The SGS paper concluded that:

16 Kelly, J-F., Mares, P., Harrison, C., O’Toole, M., Oberklaid, M., Hunter, J., 2012, Productive Cities, Grattan 
Institute.
17 Spiller, M. and Anderson–Oliver, M., SGS Economics and Planning Occasional Paper Revisiting the 
economics of inclusionary zoning, April 2015, p 6.
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… protection or inclusion of affordable housing in development areas are strictly justified 
on mitigating negative externalities and optimising positive externalities in the efficient 
use of land.  That is, they are warranted on economic efficiency grounds, in an 
endeavour to create the optimal net community benefit from urban development. 18

Optimising positive externalities by protecting existing social diversity and ensuring social mix in 
expanding communities is important in the context of government infrastructure investment and 
urban development programs and projects.  Moreover, there is a clear case for drawing on the 
increased value created through the decisions of government to assist in funding these outcomes.  

18 Ibid, p 7.
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6: Using Value Capture for Affordable 
Housing

6.1 How Value Capture has been used to Fund 
Affordable Housing?
Whilst there is no comprehensive national or state approach, there are a range of planning 
mechanisms which have been applied in Australia to capture value arising from government urban 
policy, planning and infrastructure decisions to facilitate affordable housing.  These include the use 
of mandatory and voluntary inclusionary zoning, voluntary planning agreements, the levying of 
developer charges and public/private joint venture projects.  

Most commonly the value ‘captured’ is a share of the planning gain originating from a change in 
planning regulations, i.e. rezoning (e.g. industrial to residential) or an increase in permissible 
density. However, the value captured can also come from other public decisions and investment 
such as transport infrastructure.

6.1.1 Case Study: City West Redevelopment, Ultimo-
Pyrmont NSW

Perhaps the most relevant Australian example in the context of the Government's discussion paper 
is the affordable housing program in City West, an urban renewal area spanning approximately 200 
hectares in the suburbs of Ultimo and Pyrmont located west of Sydney's CBD.  

The State Government, the wider community, the development industry and business were 
expected to gain through the redevelopment of these suburbs. However, the State Government's 
decision to initiate urban redevelopment in the early 1990s generated public concern about the 
potential impacts on the existing community, in particular the impacts on the supply of lower cost 
rental housing and the risk of displacement of traditional residents.  

The City West area was characterised by relatively low scale and ageing development.  The State 
Government owned large parcels of land in the area which were seen as offering benefits, both in 
terms of generating financial returns to government and for providing a catalyst for wider urban 
regeneration.  The initiative to renew and intensify the urban fabric was considered to further 
government and community objectives for a more compact city and was identified as being 
compatible with the objectives of the Federal Government’s Building Better Cities Program.  The 
urban renewal program arising from this collaboration included more intensive land uses and 
additional opportunities for commercial development, along with enhancements to the urban and 
transport infrastructure including the provision of a light rail system.  

Early investigations showed that the City West area was likely to experience significant growth in 
land values as a result of the renewal and infrastructure proposals and that much of the existing low 
to moderate income community would be likely to be dislodged from the area.  To address this and, 
by doing so, to offset the concerns of the community, an affordable housing program was initiated 
to enable the retention of social mix, including lower income households and key workers.  

The program was funded under a unique tripartite arrangement whereby the Federal Government 
provided subsidies under the Building Better Cities Program ($50m), the State Government 
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contributed a portion of proceeds from the sale of State Government land (4%) and the private 
sector contributed through an inclusionary zoning scheme.  The Federal and State Governments 
also contributed to infrastructure enhancement and the provision of light rail under the Building 
Better Cities program and from land sales proceeds respectively.

Under the inclusionary zoning provisions, developers were required to contribute towards affordable 
housing at the arguably very modest rates of 0.8% of total floor area from residential development 
and 1.1% from commercial development.  The development industry by and large accepted the 
requirements to contribute in return for the benefits arising from the significant development 
opportunities created under the new and denser planning framework.  The contributions for 
affordable housing were quickly factored into viability assessments and did not impede 
development. 

A 600 unit affordable housing target was set representing approximately 6-7% of total anticipated 
yield under the proposed planning framework.  Together with an additional 100 units of public 
housing, this was equivalent to approximately 8-10% of anticipated housing yield.  The Affordable 
Housing Program provides for a roughly equal mix of very low, low and moderate income 
households, with rental set at a sliding scale reflective of capacity to pay.  Applicants with links to 
the Pyrmont Ultimo area have priority.

A non-profit affordable housing company, City West Housing Company, was established to develop 
and manage the new housing stock  The company has delivered the target of 600 dwellings, which 
will be exceeded as further contributions continue to be made as the remainder of the area is 
redeveloped.  

Both the State Government contributions from land sales and the developer contributions under the 
inclusionary zoning scheme represent value capture mechanisms that were used (and continue to 
be used) within this urban renewal and transport infrastructure project.  

The intent of the Affordable Housing Program - to offset the loss of affordable housing resulting 
from the higher land values by providing affordable housing opportunities for existing very low, low 
and moderate income residents of the area and to ensure that, as the area expands, a diverse 
community is maintained through the inclusion of affordable housing - has been achieved.  In this 
way, the program addresses the rationale outlined in the previous section, that is to:

offset the indirect costs and negative impacts on housing affordability arising from the 
implementation of new transport infrastructure and urban renewal;

improve the sustainable outcomes of infrastructure investments and urban development 
through a wider and integrated urban/regional planning, land use and transport framework.

The City West redevelopment, though modest in terms of overall numbers of affordable dwellings 
produced, is a successful example where increases in land values were both claimed to fund part of 
the public investments and to counter its own effect by providing affordable housing.  

6.1.2 Use of Planning Mechanisms
This section provides a brief overview of the use of planning mechanisms that capture value arising 
from urban development and infrastructure to facilitate affordable housing. 

Inclusionary Zoning

Inclusionary zoning provisions for affordable housing are a form of value capture that is already 
used to some extent in Australia, as well as internationally.  In the City West example described 
above, the inclusionary zoning framework was a mandatory one.  It required that a component of 
affordable housing be included when land was developed or redeveloped, or that a monetary 
contribution be paid in lieu of the direct provision of housing.  Voluntary inclusionary zoning 
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provides a developer with the option of utilising a specific planning incentive or concession, such as 
a density bonus, in return for the provision of affordable housing or another public good.

Mandatory inclusionary zoning ensures socially inclusive and economically integrated communities 
are maintained or created by requiring that affordable housing is provided as development or 
redevelopment occurred.  The integration of affordable housing at the rezoning stage can assist in 
preventing the displacement of existing lower income communities as land values and housing 
costs rise when land is up zoned and redeveloped. Inclusionary zoning fosters diverse communities 
in locations with good access to facilities, jobs and other opportunities which, without such 
measures, may only be available to higher income groups.  It also assists the effective functioning 
of local economies by enabling key workers who provide essential services to live close to the local 
communities they support.

Mandatory inclusionary zoning is most readily accepted when applied in an identified growth 
precinct or transport corridor or where up-zoning is creating significant additional development 
capacity and/or where substantial public investment in infrastructure may be occurring alongside. 
Thus, the incorporation of mandatory requirements represents a way of capturing some of the 
increased value flowing to land owners from infrastructure investment and planning decisions for 
the wider benefit of the public and in doing so supports diverse, equitable and functional 
communities.  In New York City, for example, mandatory inclusionary housing is imposed on all 
developments that have benefited from rezoning or from the implementation of a transport 
infrastructure (NYC Planning, 2015, p 77).  

South Australia became the first state in Australia to set a target for the inclusion of affordable 
housing in all significant new housing developments when it introduced its Housing Plan in 200519.
The Plan, which requires 15% affordable dwellings, has delivered over 2040 dwellings for low to
moderate income households to a value of almost $480 million20.  It should be noted however, that 
roughly half of the housing delivered through this framework has been affordable housing for 
purchase by the occupier, rather than long-term rental.  The affordable housing inclusionary zoning 
policy has been applied in over 85% of the State’s Greater Metro Development Plans (across a 
range of zones).  A recent review of affordable housing conducted by Renewal SA, Housing SA and 
SA Department of Planning, Transport and Infrastructure showed general industry support and 
understanding of the Policy.

In NSW, state regulation (State Environmental Planning Policy No 70 Affordable Housing (Revised 
Schemes)) empowers mandatory inclusionary zoning provisions to be applied in a limited range of 
areas.  In addition some local councils, such as Waverley in Sydney, have applied voluntary 
inclusionary zoning.  In Waverley’s case, a planning incentive of up to an additional 15% in 
permissible floor space is available for public purposes including affordable housing (subject to an 
acceptability test).  The provisions are premised on the basis that the value of the additional density 
is shared equally between council on behalf of the community and the developer, with the council’s
share of the additional value applied in accordance with the Waverley Affordable Housing Program.  
More widely, recent draft District Plans covering the Greater Sydney Region have identified an 
‘affordable rental housing target of 5 to 10%, subject to viability, in urban renewal and land release 
areas’21.  It is to be noted that, while these proposed measures are certainly promising, the rates of 
contribution remain quite modest and could be considerably more ambitious in many locations.

Internationally, there are numerous examples of the use of inclusionary zoning.  New York City is 
often cited as an excellent model.  In March 2016, it replaced its long existing voluntary inclusionary 
program by a mandatory inclusionary zoning (MIH) program, which requires developers to provide 
permanent affordable housing whenever public action creates substantial capacity for new 

19 Government of South Australia, 2005, Housing Plan for South Australia, Building South Australia
20 Hallsworth, B. 2015, Ten years of inclusionary zoning in South Australia. Parity, Vol. 28, No. 9, Nov 2015: 68
21 Greater Sydney Commission, 2016, Draft District Plan Information Note 4 – Affordable Housing Targets
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housing22. This MIH program defines options for a range of percentage of affordable housing for 
different categories of income, depending on the area (20-30% onsite and 25-35% offsite)23.  This 
order of contribution is in keeping with the levels that should be pursued in Australia.

Voluntary Planning Agreements

A voluntary planning agreement (VPA) is an ad-hoc value capturing mechanism used in NSW 
which enables a private developer to elect to provide certain public benefits in exchange for a 
relaxation of planning controls or a bonus in development potential.  Many local governments in 
NSW have used VPA to provide for affordable housing.  Examples include Waverley, Canada Bay, 
Randwick and Marrickville Councils, but are not limited to these.24  In most cases, the council has 
sought to capture around 50% of the uplift in land value and applying it toward affordable housing 
and/or other supportive infrastructure.  To date, the total numbers of affordable dwellings produced 
using VPAs have been modest.   

Partnerships and Joint Development

Affordable housing development projects can also be conducted through different types of 
partnerships (including joint ventures, alliances or public/private partnerships (PPP)).  One example 
is the Victoria Harbour Affordable Housing Proposal25, which was part of the Melbourne´s Dockland 
development and joined together Lend Lease Development (Developer), VicUrban (Landowner and 
Statutory Planning Authority), National Australia Bank (Lender), Office of Housing (Capital funding) 
and Melbourne Affordable Housing (MAH, a Housing Association now part of Housing Choices 
Australia).  The project included a combination of value capture mechanisms, including the 
provision of density bonus and the waiving of the land value from VicUrban.

More generally, some councils have increased the delivery of affordable housing by contributing 
land towards affordable housing development and participating in joint development partnerships 
with private or non-profit community housing providers in the delivery of affordable housing.  This 
has been done, for example, by Port Philip Council in Victoria.  The City of Port Philip provided 
council land to the Port Phillip Housing Association to increase the non-profit organisation’s 
capacity to leverage funds and deliver affordable housing.  In this case, the land value (including 
the uplift) is directly redirected to the joint venture and to the provision of affordable housing by 
public landowner.

6.2 Possible Applications of Value Capture to 
Affordable Housing

There is considerable scope for extending existing uses of value capture for affordable housing.  
Where appropriate, they should be integrated in comprehensive national value capture strategies 
associated with transport infrastructure and urban redevelopment.  

This approach is put forward as a central plank of the NSW Community Housing Industry Strategy 
for Planning and Housing, when it recommends:

22 NYC Housing, 2017, Housing New York, Three years of Progress
23 https://www1.nyc.gov/site/planning/plans/mih/mandatory-inclusionary-housing.page
24 More examples are presented in the Inner West Council position paper on best practice in Value Capture 
(Inner West Council, 2016, Position Paper: Best Practice in Value Capture, report prepared by Judith Stubbs 
and Associates).  The case for value capture for affordable housing is also extensively supported by cases 
studies in special Shelter NSW Update on Value Capture (see Johnston, C. 2014, Capital-value uplift and 
affordable housing, Shelter NSW Update).  
25 City of Port Phillip, 2010, Affordable housing development models.
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Optimising access to the benefits of our cities to a diversity of households should occur 
by substantially increasing housing yields in prime/accessible locations and diverting a 
share of the resultant increase in land values to the provision of affordable housing 
through value sharing or inclusionary zoning provisions. A specified component of 
affordable housing, say 30%, should be incorporated in development projects. 26

To implement this, the Industry Strategy proposes that:

A value capture/sharing or inclusionary zoning mechanism should be introduced for use in 
combination with density increases. In this way, affordable housing and other benefits can 
be achieved, whilst maintaining development viability.  At present, landowners and 
developers generally receive most or all the financial benefit flowing from increased 
development opportunities made possible by government planning instruments.  
Mechanisms that enable a sharing of these benefits with the community would be a much 
fairer outcome of the use of the planning process.  

The level of contribution should be determined objectively at the beginning of the process of 
rezoning land or creating a new/revised planning instrument.  At this time, informed 
assumptions can be applied to determine an appropriate value sharing arrangement 
whereby landowners/developers are able to achieve an acceptable level of profit and 
remaining value uplift is applied towards the provision of affordable housing and other 
public benefits, including the cost of transport infrastructure.

Inclusionary zoning is a clear, transparent and reliable planning mechanism which share the uplift 
land value to provide for affordable housing in the context of urban (re)development (with or without 
transport infrastructure investment).  However, other value capture mechanisms (as those listed in 
the Table 2.3 of the discussion paper) are not excluded and can well contribute to affordable 
housing.  For example, in the case of application of a betterment tax on surrounding land owners 
(or more accurately, applied on properties which are anticipated to experience uplift in value), part 
of the revenue collected from this tax could be applied to an Affordable Housing Fund to support 
affordable rental housing.

7: Conclusions
To conclude, it is vital to recognise the critical importance of affordable housing in the development 
of value capture mechanisms and in the feasibility modelling.  Any value capture mechanisms that 
are applied to new development should provide for regionally and/or locally informed targets for 
affordable housing and affordable housing contribution rates (in floorspace/units and/or in $).  
These targets will assist in countering the gentrification process associated with improved 
accessibility and amenities. They will also help achieve the sustainable goals discussed in this 
Position Statement.

For the reasons set out in this Position Statement, the rationale for addressing housing impacts and 
ensuring inclusive communities must be differentiated and given priority over other cost offsets and 
public benefits that could be funded from value capture.  

Any sound approach for implementing value capture must first identify and offset negative impacts 
on housing affordability and ensure opportunities continue to be available for a full range of 
households to ensure sustainable, inclusive communities in line with sound planning principles.  
Only once these fundamentals are satisfied, should value capture be used to help fund the costs of 
infrastructure and deliver other public benefits.

26 NSW Federation of Housing Associations and Urbanista, Affordable Housing through the Planning System: 
Industry Strategy Paper 2015, p 18. 




