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Executive summary 

There is growing concern across rural parts of Victoria for the lack of appropriate 

and available accommodation, particularly rental accommodation for skilled, 

unskilled and seasonal workers, and the associated impacts on local economies. 

This report presents a compilation of evidence that will underpin efforts by Rural 

Councils Victoria to make the case for investment and policy reform to boost 

housing supply in rural Victoria. 

Project context 

Research undertaken by Rural Councils Victoria (RCV) prior to the onset of COVID-19 identified 

difficulties with the housing market, and specifically the private rental market, in hampering population 

growth and economic development in rural areas. 

The COVID-19 pandemic and current Government stimulus packages have further exacerbated existing 

housing supply shortages, resulting in rapidly rising demand and booming house prices across much of 

regional and rural Victoria. 

Project purpose  

Against this background, RCV has commissioned comprehensive analysis of rural housing markets in 

Victoria and examination of how they differ from those operating in larger urban centres across the 

State. 

The scope of the investigation covers four key components: 

1. An overall profile of housing supply and demand in different parts of rural Victoria and an 

appraisal of the external forces which are shaping these trends. 

2. An assessment of the mechanics and realities of housing supply in rural Victoria, covering 

identification of the types of companies active in housing investment, the basic economics 

of undertaking housing projects in these areas and the impact of regulations and taxes on 

housing production. 

3. A synthesis of market outcomes in rural Victoria including appropriateness and 

affordability of housing supply, with commentary on the problems attaching to this, for 

example, difficulties in sourcing skills or accommodating longer term community members 

as they seek to age in place, and 

4. Development of a reform and intervention agenda to improve housing outcomes in rural 

Victoria. 

Key findings 

The research undertaken in this report has found that: 
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▪ Significant investment in new housing is required across most of the RCV region, to both support 

latent economic development potential and meet the needs of an ageing population. 

▪ Around 87,400 additional dwellings will be required in rural Victoria over the next 15 years. This 

represents 5,800 starts per year, 40 per cent of which will need to take place in ‘archetypal’ rural 

councils and ‘peri-regional centre’ councils, where achievable dwelling prices versus the cost of 

development militate against volume building. 

▪ The housing market in rural Victoria is not well placed to meet the projected demand. 

▪ Rural areas face several housing supply challenges which typically do not apply in the metro area 

or in larger regional centres: 

 Rural areas are characterised by smaller developers that have no incentive to innovate 

 Land withholding is a widespread issue, with owners inclined to drip feed local markets to keep 

profit margins up 

 Relatively few locations in rural areas can support small scale multi-unit development of the 

type that would be ideal for transitory and seasonal key worker housing as well as long term 

residents looking to ‘age in place’ 

▪ Clause 11.02-1S of the Planning Policy Framework requires Councils to plan for at least a 15-year 

ongoing supply of residential land within their municipalities. Ensuring that structure planning 

and planning scheme amendments for rezonings occur in a timely manner is essential to provide 

an efficient housing market. However, financial and staffing capacity constraints within council’s 

place limits on the ability to undertake this necessary strategic work in a timely way.  

▪ However, planning reforms and mitigating taxes and charges facing developers are unlikely to 

solve the presenting problems. While ensuring adequate land supply and enabling infrastructure 

is provided in a timely fashion is important, this is a secondary concern. Unless more actors are 

drawn into the housing supply process in rural areas, adjustments to planning and taxes/charges 

may simply result in greater margins for existing providers without a substantial increase in 

housing stock. 

▪ The economic consequences of not taking action to resolve this issue are significant, with the 

RCV region estimated to forego $200 million and $1 billion in Gross Regional Product (or 

between 0.5 and 2.7 per cent of total regional GRP) if housing supply shortages are not resolved. 

The economic impacts are expected to vary by location.  

Summary of recommendations 

The policy issues arising from this research fall into three broad groups relating to overcoming endemic 

failures in market provision of housing in rural areas, managing the impact of regulations, taxes and 

charges on new housing supply, and generating housing which is appropriate and affordable for the 

workers which country areas need if they are to grow their economies.  

Recommendations to address these issues are briefly summarised in the table below.  

See Section 10.2 for a full elaboration of the recommendations.  
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TABLE 1: SUMMARY OF RECOMMENDATIONS 

Policy issue summary Recommendations 

Market failure in new housing 
supply 

Many factors militate against 
dynamic and competitive markets 
for the supply of new housing in 
rural areas, including limited 
demand, lack of available land 
supply, low achievable prices for 
finished housing products, and 
the cost of providing enabling 
infrastructure.  

1. RCV liaise with the Victorian Planning Authority to ensure 
that the assessment of land supply and demand (and 
associated planning for infrastructure) is undertaken in a 
strategic and systematic way across regional Victoria. This 
process will support streamlined and efficient rezoning 
processes, where required.   

2. RCV support member Councils in accessing existing 
infrastructure investment facilities to clear blockages to 
local housing development capacity. The Commonwealth 
Government’s National Housing Infrastructure and Finance 
Corporation (NHFIC) runs such a scheme. 

3. RCV advocate for a recurrent subsidy program to enable 
member Councils to access these funds, where it can be 
shown that local market size and development conditions 
make ‘standard’ debt servicing arrangements unworkable. 

4. RCV members fully avail themselves of already mandated 
Government programs targeting expanded housing supply 
in country areas, such as Victoria’s Big Housing Build 

Taxes, charges and regulations 

It is difficult to justify reductions 
in development standards in rural 
areas versus the rest of the state. 
Likewise, the case for waiving or 
rebating WGT in rural areas is 
unclear on the evidence. A case 
can be made for rural Councils to 
share in the WGT revenue 
generated from regional centres 
and the metropolitan area. 

5. RCV advocate for a WGT revenue sharing deal under which 
a proportionate share of aggregate State collections would 
be returned to country communities in the form of housing 
supply assistance. 

Affordable housing for the rural 
Victoria workforce 

The cessation of consistent and 
significant investment by 
governments in affordable 
housing in regional areas has 
applied a handbrake to growth in 
these economies. Private sector 
investment has not stepped in to 
fill the gap and country 
communities throughout Victoria 
are paying the price in foregone 
investment and jobs. 

6. RCV press State Government to commit, in principle, to a 
Rural Worker Housing program which would provide 
recurrent payments to parties willing to build, own and 
operate rental housing to mitigate skill shortages in country 
Victoria. 

7. RCV further press State Government to undertake 
consultations and feasibility assessments to establish the 
preferred delivery model or model(s) for this program 
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1. Introduction 

There is growing concern across rural parts of Victoria for the lack of appropriate 
and available accommodation, particularly rental acommodation for skilled, 
unskilled and seasonal workers, and the associated impacts on local economies. 
This report presents a compilation of evidence that will underpin efforts by Rural 
Councils Victoria to make the case for investment and policy reform to boost 
housing supply in rural Victoria. 

1.1 Project context 

Research undertaken by Rural Councils Victoria (RCV) prior to the onset of COVID-19 identified 

difficulties with the housing market, and specifically the private rental market, in hampering population 

growth and economic development in rural areas.  

There is no doubt that the lack of housing for skilled, unskilled and seasonal workers is holding back the 

development of individual businesses across rural parts of the State. This translates to static population 

numbers or slow growth which, in turn, reduces the ability of country communities to retain a wide 

range of private and public services spanning retail, health and education. 

It is also evident that a great deal of State Government policy around housing supply is geared to 

conditions in the metropolitan area and major regional centres. This is particularly so in respect of the 

planning and development assessment system. There is less scope in country areas – especially those at 

some distance from Melbourne – to absorb development contributions and other taxes and charges in 

housing production. The limited fiscal capacity of rural Councils also makes forward investment in 

infrastructure to support housing growth challenges. 

The COVID-19 pandemic and current Government stimulus packages have further exacerbated existing 

housing supply shortages, resulting in rapidly rising demand and booming house prices across much of 

regional and rural Victoria. 

1.2 Project purpose 

Against this background, RCV has commissioned a comprehensive analysis of rural housing markets in 

Victoria and an examination of how they differ from those operating in larger urban centres across the 

State. 

The scope of the investigation covers four key components: 

1. An overall profile of housing supply and demand in different parts of rural Victoria and an appraisal 

of the external forces which are shaping these trends. 

2. An assessment of the mechanics and realities of housing supply in rural Victoria, covering 

identification of the types of companies active in housing investment, the basic economics of 
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undertaking housing projects in these areas and the impact of regulations and taxes on housing 

production. 

3. A synthesis of market outcomes in rural Victoria including appropriateness and affordability of 

housing supply, with commentary on the problems attaching to this, such as difficulties in sourcing 

skills or accommodating longer term community members as they seek to age in place, and 

4. Development of a reform and intervention agenda to improve housing outcomes in rural Victoria. 

This report provides a synthesis of evidence relating to components one and two 
above and presents initial strategic directions for consideration.  

The findings and results from the research exercise will be used by RCV to assist in its advocacy activity 

on behalf of rural councils and their communities. This research will also enhance RCV’s existing 

advocacy efforts across the interconnected issues of liveability, population attraction and retention and 

economic development. 

1.3 Study area 

RCV was established in 2005 to co-ordinate a network of 38 rural councils across Victoria, and to 

strengthen shared efforts to better understand, articulate and address the issues that affect them.  

Local Government Areas (LGAs) represented by RCV (and henceforth referred to collectively as the 

“RCV region”) are listed in Table 2. 

TABLE 2: RCV MEMBER COUNCILS 

Rural North West Region Rural North East Region Rural North Central Region 

 Buloke Shire Council 

 Hindmarsh Shire 
Council 

 Northern Grampians 
Shire Council 

 Swan Hill Rural City 
Council 

 West Wimmera Shire 
Council 

 Yarriambiack Shire 
Council 

 Alpine Shire Council 

 Benalla Rural City 
Council 

 Indigo Shire Council 

 Mansfield Shire Council 

 Mitchell Shire Council 

 Moira Shire Council 

 Murrindindi Shire 
Council 

 Strathbogie Shire 
Council 

 Towong Shire Council 

 Campaspe Shire Council 

 Central Goldfields Shire 
Council 

 Gannawarra Shire 
Council 

 Loddon Shire Council 

 Macedon Ranges Shire 
Council 

 Mount Alexander Shire 
Council 

Rural South Central Region Rural South Central Region Rural South East Region 

 Borough of 
Queenscliffe 

 Golden Plains Shire 
Council 

 Ararat Rural City 
Council 

 Colac Otway Shire 
Council 

 Bass Coast Shire Council 

 Baw Baw Shire Council 
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 Hepburn Shire Council 

 Moorabool Shire 
Council 

 Pyrenees Shire Council 

 Corangamite Shire 
Council 

 Glenelg Shire Council 

 Moyne Shire Council 

 Southern Grampians 
Shire Council 

 East Gippsland Shire 
Council 

 South Gippsland Shire 
Council 

 Wellington Shire 
Council 

1.4 Report purpose and structure 

Following this introduction, the remainder of the report is structured as follows: 

▪ Section 2 overviews the external factors shaping rural housing outcomes, including climate 

change, technology developments, trade shifts and structural transitions in the Victorian 

economy. This section establishes a typology of Councils based on shared social and 

economic characteristics which is used to structure detailed analysis throughout the 

report. 

▪ Section 3 documents current population levels and projected growth across the RCV region 

and assesses future housing demand. Several alternative population scenarios are tested in 

this section to show how housing demand may differ under high and low growth scenarios.  

▪ Section 4 examines the current housing stock available across the region and documents 

recent trends in respect of new housing investment. Housing attributes examined in this 

section include dwelling type and size.  

▪ Section 5 provides insight into the mechanics of housing supply by providing a framework 

for understanding the structure operation of the housing industry. This section profiles the 

types of firms involved in housing investment across the different LGA typologies, and 

identifies key challenges faced by developers operating in regional and rural settings. 

▪ Section 6 examines the ‘developer’s equation’ via development feasibility modelling for a 

representative housing project in several locations across the RCV region to understand 

the impact of taxes and charges on project viability. 

▪ Section 7 overviews the taxes, regulations and other statutory policies impacting on 

production of, or investment in, housing in rural areas, and examines key differences in 

impacted rural, regional and metropolitan locations.  

▪ Section 8 provides a summary of key findings and interim conclusions. 
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2. Macro-trends affecting rural Victoria 

Each of the LGAs within the RCV region has a unique set of economic and social 

characteristics. However, there are shared features which can be used to establish 

a grouping of LGAs by typology. Typologies have been determined by examining the 

economic base and trends of each LGA. In addition, external factors shaping rural 

housing outcomes, including climate change, technology developments, trade shifts 

and structural transitions in the Victorian economy have informed typology 

groupings. 

2.1 Economic profile  

Economic trends 

Each LGA within the RCV region has a unique economic context, however many councils are similarly 

influenced by broader macro-economic forces. Several macro-economic factors and their relative 

impacts on LGAs across the region are examined below. These factors are: 

▪ economic performance  

▪ labour market patterns  

▪ output patterns from various industries of interest (such as tourism) 

▪ primary production industry.  

Economic performance 

Economic performance of a region is measured using Gross Regional Product (GRP). GRP measures total 

income from employment and business for a region, also known as the total output. Figure 1 shows the 

GRP in 2020 for each of the LGAs in the RCV region. Generally, the LGAs further away from 

Metropolitan Melbourne and regional centres (Ballarat, Bendigo, Geelong, Horsham, Latrobe, Mildura, 

Shepparton, Wangaratta, Warrnambool and Wodonga) had lower output than those closer to regional 

centres or metro Melbourne.  
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FIGURE 1: GROSS REGIONAL PRODUCT BY LGA, 2020 

 

Source: SGS Economics and Planning 

 

GRP per worker  

By analysing trends in economic output (GRP growth rate), it is possible to examine productivity and 

determine if an economy is expanding or contracting. To examine the trend in GRP growth rate we 

examine the average over time. We use a 5-year average to capture recent historical performance. 

Figure 2 shows the average 5-year GRP growth rate measured from 2015 to 2020. The figure shows 

that LGAs bordering Metropolitan Melbourne had a high average growth rate over the subject 5-year 

period. The LGAs in the northwest of Victoria had a contracting economy with negative growth rates. 

The LGAs bordering regional centres grew on average over the 5 years.  
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FIGURE 2: GRP GROWTH RATE TREND, 2015 TO 2020 

 

Source: SGS Economics and Planning 

Employment patterns and trends 

The employment patterns in each of the RCV councils vary by the proximity to Metropolitan Melbourne 

and regional centres. This is shown by the percentage of workers living in the LGA and working 

elsewhere. In nine LGAs - Golden Plains, Moorabool, Queenscliffe, Macedon Ranges, Surf Coast, Indigo, 

Mitchell, Hepburn Pyrenees – the percentage of workers living in the LGA and working elsewhere 
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exceeds 50 per cent, while the percentage of workers living in the Golden Plains LGA and working 

elsewhere is almost 80 per cent.1  

Overall, 63 per cent of people work and live within their LGA and 37 per cent live in the LGA and work 

elsewhere, such as in metro Melbourne, larger regional cities or other rural LGAs.2 The areas where the 

percentage who live and work in their LGA is high is in LGAs that are further away from Metropolitan 

Melbourne and regional centres. 

NEIR data shows the percentage change in jobs between 2016 and 2020. Out of the 38 LGAs, 23 

experienced an increase in total number of jobs. These LGAs were in closer proximity to Metropolitan 

Melbourne, with the remaining 15 LGAs experiencing a net job loss. 

Trends in principal exporting industries 

One-third of Victoria’s exports come from regional Victoria.3 Regional Victoria’s four major export 

sectors are: 

▪ Education 

▪ Agriculture, mining and forestry 

▪ Food processing and advanced manufacturing 

▪ Tourism 

 

Education 

Estimates indicate that around ten per cent of onshore higher education international students study at 

regional campuses4. Approximately four per cent of onshore vocational education and training 

international students are enrolled at regional institutes. Many of these regional campuses are located 

in regional centres such as Ballarat and Bendigo. Several of Victoria’s regional centres experienced 

strong growth pre-COVID. This is demonstrated in the Gippsland LGA’s Federation University, which 

saw an increase in international students in 2018.5 As students tend to be categorised in the low-

income group, they may be considered as added demand within the affordable housing market. 

 

Agricultural, mining and forestry 

The agricultural, mining, and forestry sector is a major industry for the Victorian economy. The state 

contributes 28 per cent of Australia’s employment in the agricultural and food industries. Figure 3 

illustrates the share of Victoria’s employed labour pool working within the sector. The LGAs along the 

 

1 RMCG-REMPLAN, 2017, Population Attraction and Retention Strategies for Rural Victorian Communities. 
2 Ibid. 
3 This includes LGAs not contained within the RCV region. 
4 Rural and Regional Committee, 2014, Final Report Inquiry into Increasing Exports of Goods and Services 
from Regional Victoria, Victoria. 
5 Federation University, 2019, Annual Report, 
https://federation.edu.au/__data/assets/pdf_file/0005/489461/Fed_AnnualReport_2020_010520_LRWeb.p
df. 

https://federation.edu.au/__data/assets/pdf_file/0005/489461/Fed_AnnualReport_2020_010520_LRWeb.pdf
https://federation.edu.au/__data/assets/pdf_file/0005/489461/Fed_AnnualReport_2020_010520_LRWeb.pdf
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north- and south-west coast of Victoria have a high proportion of people employed in agriculture, 

mining and forestry. In comparison, LGAs close to metro Melbourne or regional centres have a lower 

share of employed people working in the agricultural, mining and forestry sector. Regional Victoria has 

seen strong growth in the value of its exports for the past five years, though volumes have decreased.6 

Despite the challenges presented over the last five years, including drought, regional Victoria can be 

seen to support a strong agri-business sector. 

FIGURE 3: SHARE OF JOBS IN AGRICULTURE, MINING AND FORESTRY, 2020 

 

Source: SGS Economics and Planning 

 

6 Department of Jobs, Precincts and Regions, 2020, Victorian Food and Fibre Export Performance Report 
2019-20, Victoria. 
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Food processing and advanced manufacturing 

Regional Victoria is home to 20 per cent of Victoria’s manufacturing firms, which contribute to 12 per 

cent of regional economic activity.7 The recent performance of regional Victoria in this sector has been 

strong, and it is globally renowned for its quality and innovation. Different parts of regional Victoria 

have manufacturing specialisations. For example, the Gippsland region has firms specialising in food 

and fibre manufacturing, construction materials, light aircraft and materials handling equipment. 

Goulburn and Ovens Murray have firms specialising in the manufacturing of food, fibre, electricity 

transmission and power supply products, and products for defence. There is an increasing trend for 

subsectors which produce innovative, high quality and high-demand products, which sees them 

performing strongly. Subsectors which produce innovative, high quality and high-demand products can 

be seen to perform at a higher level. This trend is demonstrated through the high performance of the 

wine and meat industry, and the decline of the juice and processed cheese industry.8  

Tourism 

International tourists in regional Victoria contributed approximately 12.2 per cent of the gross value 

added by international tourists to Victoria’s economy.9 Over 10-year period (2008/09 - 2018/19) 

international consumption of tourism grew by 128 per cent.10  

There are several LGAs where the tourism sector represents a large share of the economy. Tourism 

Focussed LGAs are identified as those located in a region with a high share of GVA and employed 

persons. 

Using this approach, the Bass Coast (Phillip Island), Hepburn (Spa Country), Colac-Otway (Great Ocean 

Road), High Country (Alpine) and Lakes (East Gippsland) can be classified as Tourism Focussed LGAs. 

TABLE 3: TOURISM REGIONS SHARE OF GVA AND EMPLOYED PERSONS SHARE 

Region Share of GVA 
Employed persons 
share 

 Ballarat  3.5% 6.0% 

 Bendigo Loddon  3.4% 6.3% 

 Gippsland  2.7% 5.3% 

 Goulburn  3.0% 5.9% 

 Great Ocean Road  7.8% 14.2% 

 

7 DEJTR, 2017, Advancing Victorian Manufacturing: A Blueprint for the future, Victoria. 
8 Deloitte, n.d., https://www2.deloitte.com/au/en/pages/consumer-industrial-products/articles/two-speed-
food-processing-industry.html. 
9 This is inclusive of LGAs that are not RCV members. 
10 South Australian Tourism Commission, 2019, State Tourism Satellite Accounts 2018–19. 
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 High Country  13.1% 23.5% 

 Lakes  8.7% 17.5% 

 Macedon  3.1% 5.5% 

 Mallee  4.2% 7.8% 

 Melbourne  2.7% 4.0% 

 Melbourne East  4.0% 6.6% 

 Murray East  1.9% 2.8% 

 Phillip Island  22.7% 35.6% 

 Spa Country  16.6% 44.7% 

 Western Grampians  3.3% 7.3% 

 Wimmera  2.1% 6.1% 

Source: Tourism Research Australia, 2021, Tourism Region Profiles 2018/19 

Impacts of changing international trade policy 

Though Victoria has a major urban centre, Metropolitan Melbourne, regional Victoria is a relatively 

large exporter of goods and services. This means shifts in international trade have implications for both 

regional Victoria and Metropolitan Melbourne.  

There has been an increasing policy shift away from coal as a source of energy generation to renewable 

forms of energy. Coal has been a source of jobs and incomes for some LGAs in the Latrobe Valley and 

Gippsland region. The viability of the coal export industry is dependent on the speed of transition away 

from coal being used for energy generation and the commitment of export-receiving countries to meet 

carbon emission targets.11 Therefore, the industry is surrounded by uncertainty about its long-term 

future. The steady divestment from coal and other non-renewables has long-term implications for jobs 

and incomes across LGAs which have traditionally relied on them as key drivers of economic growth. 

This can be seen predominantly across the Latrobe Valley and Gippsland region. 

 The trade climate has become more favourable for the agricultural sector, with China as the largest 

importer of produce.12 Recent trade agreements with China and South Korea have made regional 

Victorian products more competitive and profitable. This will support jobs and incomes in an ongoing 

manner.  

 

11 Cunningham, M., Van Uffelen, L., and Chambers, M., 2019, The Changing Global Market for 
Australian Coal, RBA Bulletin. 
12 DFAT, n.d., Agricultural trade, https://www.dfat.gov.au/trade/organisations/wto/Pages/agricultural-trade. 
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Australia’s strong export relationships with Asia, and especially China, also renders the country 

vulnerable to deteriorations in international relations in the Asia-Pacific region. This is evidenced by the 

adverse impacts of the timber trade bans with China upon western Victorian incomes.13  

The COVID-19 crisis revealed the constraints in supply chains across vulnerable nations, highlighting the 

need for a level of self-reliance across food, manufacturing and medical supplies sectors. Lessons from 

the pandemic demonstrate challenges and opportunities in the context of these sectors. The main 

challenge for regional exporters is the decrease in demand for products deemed essential for national 

security. Major export destinations may experience a reduction in important products deemed 

essential for manufacturing, thereby reducing demand for regional Victorian products. A prioritisation 

of products sourced from Australian producers, rather than important products, may present 

opportunities for these exports to be absorbed within Australia.  

Proximity to Metropolitan Melbourne and regional centres 

A place’s economic profile is influenced through its proximity to an economic hub. Metropolitan 

Melbourne and the Victorian regional centres have strong pull factors (namely access to, and diversity 

of, jobs) which attract workers from rural LGAs. There are several RCV councils who share a boundary 

with, or whose economies are significantly influenced by, Metropolitan Melbourne. These councils are 

Bass Coast, Baw Baw, Moorabool, Surf Coast and Golden Plains, Mitchell, Macedon Ranges and 

Murrindindi. 

A portion of RCV council members share borders with major regional centres: Ballarat, Bendigo, 

Geelong, Horsham, Latrobe, Mildura, Shepparton, Wangaratta, Warrnambool and Wodonga. These 

regional centres could impact bordering councils by pulling economic activity from the council into the 

regional centre. As an example, the economic impact assessment of the IBM Ballarat technology has 

been shown to impact upon the Central Highlands region.14 Given the type of project, these impacts are 

very small. 

2.2 Population profile 

Population trends15 

Metropolitan Melbourne has been experiencing strong population growth, which stems from external 

migration of skilled workers and international students. This population growth is also driven by internal 

migration, with Australian residents pursuing job opportunities or a better cost of living. Figure 4 shows 

net migration flows between 2011 to 2016 from ABS statistics. This period saw large net migration 

flows from New South Wales, South Australia and Tasmania to Victoria. Recent data highlights the 

 

13 Lewis, T., 2021, Rural exports plunge amid China tensions but Australian live cattle exports remain bullish, 
https://www.abc.net.au/news/2021-08-17/rural-exports-plunge-amid-china-tensions/100382550. 
14 Western Research Institute, 2020, Ballarat Technology Park Economic Impact, Melbourne. 
15 Note: The sections below draw on data published prior to the onset of the COVID-19 pandemic. Some 
discussion is provided as to the expected implications of the pandemic response measures for regional 
populations over the long term.  
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impacts of the pandemic, with both a reversal of interstate migration to Victoria and an increase in 

internal migration within the state. 

FIGURE 4: NET MIGRATION FLOWS, 2011 TO 2016 

 

Source: ABS Census of Population and Housing 2016 

The high population growth has placed pressure upon the existing supply of housing and resulted in 

increased urban sprawl. The implications of these trends for regional Victoria may see a reduction of 

available affordable housing stock. This is due to competition between metropolitan workers, who 

generally have higher incomes, and regional residents who tend to have lower incomes.  

Figure 5 shows the population size in 2020 for each of the RCV LGAs. The LGAs with a large population 

are those bordering metro Melbourne and the those bordering regional centres. The LGAs in the 

Gippsland region also have a large population.  
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FIGURE 5: POPULATION BY LGA, 2020 

 

Source: SGS Economics and Planning 

Figure 6 shows the Average Annual Population Growth Rate (AAPGR) for each of the RCV LGAs. The 

LGAs bordering Metropolitan Melbourne grew on average over the five-year period. The LGAs in 

Victoria’s north-west had a negative average annual population growth. In general, the further away 

the LGAs are from Metropolitan Melbourne, the lower the five-year AAPGR. 
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FIGURE 6: 5 YEAR AVERAGE ANNUAL POPULATION GROWTH RATE, 2015 TO 2020 

 

Source: SGS Economics and Planning 

Figure 7 shows the population trends for the rural councils. Out of the 38 RCV council members, nine 

are projected to experience population growth.16 These councils are close to Metropolitan Melbourne 

and are experiencing the effects of population overflow from metro Melbourne. In 12 out of the 38 

councils there is projected population decline in the age cohorts below age 65 but an overall population 

gain.17 The councils experiencing this type of growth are those close to regional centres such as Ballarat 

 

16 REMPLAN, 2017, Population Attraction and Retention Strategies for Rural Victorian Communities. 
17 Ibid. 
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and Bendigo. In 17 out of 38 councils the population of those below age 65 is expected to decrease and 

are also projected to experience an overall loss in population.18  

FIGURE 7: POPULATION TRENDS OF RURAL VICTORIA, 2017 

 

Source: REMPLAN, 2017, Population Attraction and Retention Strategies for Rural Victorian Communities 

IMPACT OF COVID-19 RESPONSE MEASURES ON REGIONAL POPULATION GROWTH IN VICTORIA.  

There remains considerable uncertainty regarding the long-term impacts of COVID-19 response measures  
on population growth rates across Australia.  

While data is limited, the Federal Government’s Centre for Population (CfP) provides the most recent 
population projections to 2031 for capital cities and rest of sate areas. These forecasts have already 
considered COVID-19 related effects, including observed and expected changes in migration patterns in 
2021 and 2022.  

The CfP found that: 

▪ The impact of COVID-19 is expected to be long lasting. Australia’s population is expected to be 
smaller and older than projected prior to the onset of the pandemic. 

▪ COVID-19 is projected to slow population growth across all geographic areas, with the duration 
and magnitude linked to the importance of net overseas migration to different parts of the 
country. 

▪ Within each state, the COVID-19 pandemic is assumed to shift migration away from the capital 
cities in the short term. This change in pattern is linked to economic differences between capital 
cities and rest-of-state areas such as unemployment and house prices. Increased prevalence of 
teleworking may also contribute to migration toward rest-of-state areas 

 

18  REMPLAN, 2017, Population Attraction and Retention Strategies for Rural Victorian Communities. 
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▪ Over the long term, capital cities are projected to bear the heaviest impacts, with total population 
across capital cities estimated to be around 5 per cent lower by 30 June 2031 than in the absence 
of COVID-19.  

▪ Population outside the capital cities is estimated to be around 2 per cent smaller than it would 
otherwise have been. 

▪ Populations of capital cities are projected to continue to grow faster than the rest-of-state areas, 
the share of the population living in capital cities is projected to increase in all states over the 
projection period. 

▪ As the economy recovers, internal migration is assumed to return to the 10-year average for each 
capital city and rest-of-state area. 

 

These findings show that while regional areas have experienced a short-term boost to population growth 
over the course of the pandemic, total population is expected to be lower overall in the long term by 2 
per cent.  

However, it is noted that the future remains uncertain as the pandemic continues, and that the impacts 
on demographic trends remain uncertain.  

Source: Centre for Population (2020), Population Statement 2020. Available: 

https://population.gov.au/docs/population_statement_2020.pdf 

 

2.3 Impacts of climate change 

Much of the Victorian economy relies on environmental inputs and conditions, directly or indirectly, 

which are already being affected by climate change. Timely adaptation and anticipation of further 

changes within the climate changes will help to manage economic risk, and provide opportunities for 

job creation, supply chain development and industry growth.  

Although each of the RCV members face the risk of climate change, some LGAs are more vulnerable to 

these impacts due to their economic base. 
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FIGURE 8: CLIMATE RISK PROFILE BY INDUSTRY, ALL OF REGIONAL VICTORIA 

 

Source: SGS Economics and Planning (2020) Climate adaptation needs and opportunities in the Victorian economy  

Figure 8 shows the climate risk profile by broad industry groups. This figure is from the Climate 

adaptation needs and opportunities in the Victorian economy report prepared for the Department of 

Jobs, Precincts and Regions (DJPR). The project analysed the impacts of climate change on the Victorian 

economy. The agriculture and forestry sector (primary production) faces a direct risk from climate 

change as droughts, flooding and fires can have an adverse impact on productivity and therefore 

profitability and ongoing business sustainability. The agriculture and forestry sector (primary 

production) faces a direct risk from climate change, due to the adverse impact of droughts, flooding 

and fires on productivity. This can also affect profitability and ongoing business sustainability. 

The direct impact of climate change on producers can have indirect impacts across the supply chain, 

which has an overall negative impact upon local economies. 

The effects of climate change on councils with a more diverse economic base (stemming from access to 

jobs in Metropolitan Melbourne or regional centres) would be less severe in comparison to those with 

local economies focused upon the agriculture and forestry sectors.  

The LGAs which have a tourism focus or a sizeable workforce in that sector also face high climate 

change risks. Events such as fires or flooding can damage businesses within the community or dissuade 

visitation from tourists. This has the knock-on effect of reducing incomes for down and upstream 

businesses. 
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2.4 Impacts of changing international trade policy 

Although Victoria’s economy is primarily driven by Metropolitan Melbourne, its regional areas are large 

exporters, and the regional export sector is a sizeable share of Victoria’s economic output. It can 

therefore be seen that shifts in international trade that impact upon regional Victoria can have a large 

impact on the overall Victorian economy. 

There is an increasing shift away from coal mining, an industry that has been a source of jobs and 

incomes for several LGAs. The sector’s current performance is strong, however the long-term future of 

the industry is uncertain. The legislative approaches adopted by countries to tackle climate change will 

influence the policies surrounding the importation of coal and other non-renewable energy sources. 

The trade climate has become more favourable for the agricultural sector, with China as the largest 

importer of produce. 19 Recent trade agreements with China and South Korea have made regional 

Victorian products more competitive and profitable. This will support jobs and incomes in an ongoing 

manner.  

Australia’s strong export relationships with Asia, and especially China, also render the country 

vulnerable to deteriorations in international relations with China. This is evidenced by the negative 

impact of timber trade bans from China on western Victorian incomes.20  

COVID-19 has revealed how nations are dependant and vulnerable to global supply chains. This 

highlights the need to adopt a level of economic self-reliance, particularly in the food, manufacturing 

and medical supplies sector. A key challenge for regional exporters is decreased demand for products 

that are deemed essential for national security. Major export destinations may experience a reduction 

in importing products that they deem essential for the country to manufacture, which decreases 

demand for regional Victorian products. Despite such a challenge, there are opportunities for these 

exports to be absorbed within Australia. This may be achieved through a prioritisation at the federal 

government level of products sourced from Australian producers, rather than imported products. 

2.5 Defining LGA typologies 

Based on the research above, SGS has identified four types of rural LGAs: 

▪ Peri-Metropolitan-Urban: Councils that are located in proximity to Metropolitan 

Melbourne and/or whose local economy is highly influenced by Metropolitan Melbourne. 

These councils can also be seen to experience population growth and have a high 

proportion of residents who work in another LGA (predominantly in Metropolitan 

Melbourne). 

▪ Tourism Focussed: Councils that have a strong tourism base, that is tourism as a share of 

their GVA is higher than average. 

▪ Peri-Regional-Urban: Councils that are located near regional centres. They have a 

moderate to significant proportion of residents living within the LGA but working 

 

19 DFAT, n.d., Agricultural trade, https://www.dfat.gov.au/trade/organisations/wto/Pages/agricultural-trade 
20 Lewis, T., 2021, Rural exports plunge amid China tensions but Australian live cattle exports remain bullish, 
https://www.abc.net.au/news/2021-08-17/rural-exports-plunge-amid-china-tensions/100382550 
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elsewhere (predominantly the closest regional centre). In addition, these councils are 

experiencing overall population growth but lose a proportion of those aged below 65. 

▪ Archetypal Rural: Councils with a strong primary industry base. This LGA type is not located 

in proximity to Metropolitan Melbourne or regional centres, and is expected to experience 

a net decline in population.  

 

Figure 9 shows a map of the RCV LGAs, classifying them according to the four typologies described 

above.  

FIGURE 9: TYPOLOGY OF THE RCV LGAS 

 

Source: SGS Economics and Planning (2021) 
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Table 4 illustrates the typology classification for each of the RCV LGAs. Out of the 38 LGAs, 22 have 

been classified within the Archetypal Rural typology, seven as Peri-Regional-Urban, five as Peri-Metro-

Urban and four as Tourism Focussed. 
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TABLE 4: CLASSIFICATION OF LGAS BY THE TYPOLOGIES 

Local Government Area  Typology 

Ararat (RC) Archetypal Rural 

Buloke (S) Archetypal Rural 

Central Goldfields (S) Archetypal Rural 

Corangamite (S) Archetypal Rural 

East Gippsland (S) Archetypal Rural 

Gannawarra (S) Archetypal Rural 

Glenelg (S) Archetypal Rural 

Hindmarsh (S) Archetypal Rural 

Loddon (S) Archetypal Rural 

Mansfield (S) Archetypal Rural 

Moyne (S) Archetypal Rural 

Murrindindi (S) Archetypal Rural 

Northern Grampians (S) Archetypal Rural 

Pyrenees (S) Archetypal Rural 

South Gippsland (S) Archetypal Rural 

Southern Grampians (S) Archetypal Rural 

Strathbogie (S) Archetypal Rural 

Swan Hill (RC) Archetypal Rural 

Towong (S) Archetypal Rural 

Wellington (S) Archetypal Rural 

West Wimmera (S) Archetypal Rural 

Yarriambiack (S) Archetypal Rural 

Baw Baw (S) Peri-Metro-Urban 
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Golden Plains (S) Peri-Metro-Urban 

Macedon Ranges (S) Peri-Metro-Urban 

Moorabool (S) Peri-Metro-Urban 

Surf Coast (S) Peri-Metro-Urban 

Mitchell (S) Peri-Regional-Urban 

Benalla (RC) Peri-Regional-Urban 

Campaspe (S) Peri-Regional-Urban 

Indigo (S) Peri-Regional-Urban 

Moira (S) Peri-Regional-Urban 

Mount Alexander (S) Peri-Regional-Urban 

Queenscliffe (B) Peri-Regional-Urban 

Alpine (S) Tourism 

Bass Coast (S) Tourism 

Colac-Otway (S) Tourism 

Hepburn (S) Tourism 

Source: SGS Economics and Planning (2021) 

2.6 Summary and conclusions 

High level research was conducted to find patterns amongst the RCV LGAs, and develop a typology 

based upon macro- and external factors, such as trade shifts, climate change and structural shifts. The 

development of this typology provides a strategic framework through which workforce and housing 

needs can be understood. The research found: 

▪ LGAs close to Metropolitan Melbourne or regional centres experienced strong economic 

growth over the past 5 years. 

▪ LGAs further away from regional centres and Metropolitan Melbourne are projected to 

experience a net decline in population. 

▪ Strong population growth in Metropolitan Melbourne is shaping population growth in 

nearby regional LGAs and regional centres. The effect on regional centres is also affecting 

nearby LGAs. 
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▪ The agricultural, mining and forestry industry employs a large portion of people in north-

west Victoria. The industry has been a strong performer, with growing values in exports 

despite decreased export volumes. 

▪ Tourism has been a strong performer for several key LGAs which have drawn a large 

number of international and domestic visitors. 

▪ International trade policy is providing opportunities and challenges for LGAs with a strong 

export sector. This primarily refers to those with a strong agricultural, mining and forestry 

industry base and those with a large food processing and advanced manufacturing 

industry. 

▪ Four typologies have been identified:  

 Peri-Metro-Urban LGAs whose profile is highly influenced by proximity to Metropolitan 

Melbourne;  

 Peri-Regional-Urban LGAs which are close to regional centres;  

 Tourism Focussed LGAs which have a strong tourism industry; and  

 Archetypal Rural LGAs which are further away from metro Melbourne and regional centres 

and have strong primary production or food or manufacturing base. 
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3. Housing supply profile 

This chapter profiles the dwellings in the RCV region counted at the 2016 Census. 

Dwelling attributes examined including housing type and size. Recent housing 

development trends are also examined.  

3.1 Data definitions 

In this section, dwellings are categorised into three types which are defined by the Australian Bureau of 

Statistics (ABS) and used in the Census and other statistics. These categories are: 

▪ Separate houses are dwellings that are not attached to any other dwellings. In planning 

instruments these are called dwelling houses. 

▪ Attached/semi-detached dwellings are attached on one or more walls, such as semi-

detached, terraced and villa-style housing. In planning instruments these are called dual 

occupancies, semi-detached dwellings, attached dwellings and multi-dwelling housing. 

▪ Flats or apartments are dwellings sharing vertical as well as horizontal walls. In planning 

instruments these are called shop-top housing and residential flat buildings. 

▪ Other dwellings include caravans and cabins, improvised dwellings, houseboats and flats 

attached to shops. 

This categorisation refers only to private dwellings, in which only a single household resides. Rural 

Victoria also contains non-private dwellings which are either comprised of non-traditional households, 

or more than a single household. Such dwellings include boarding houses, student accommodation and 

aged care facilities. Secondary dwellings and granny flats are inconsistently classified and may not be 

accurately counted in the ABS Census or in the above categories. 

3.2 Dwelling types 

There are 1,041,132 dwellings in the RCV region, as recorded in the 2016 ABS Census. A breakdown of 

dwellings by type and total population is shown in Table 5. Separate houses are the most prevalent 

dwelling type across the region, accounting for 91.4 per cent of all dwelling stock in 2016. Semi-

detached dwellings constitute 6.64 per cent of total dwelling stock, while flats and/or apartments 

comprise 0.17 per cent. 

TABLE 5: NUMBER OF DWELLINGS BY TYPE – RCV REGION, 2016 

 Separate house Semi-detached 
Flat or 
Apartment 

Other Total 

Total  951,748 69,106 1,754 18,524 1,041,132 
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% of total 91.41% 6.64% 0.17% 1.78% 100% 

Source: ABS Census 2006, 2011 and 2016 

Between 2006 and 2016 the percentage composition of dwellings by type remained largely stable 

(Table 6). Over this period the largest fluctuations were an increase in the percentage share of separate 

houses by 0.5 per cent, while the proportion of semi-detached dwellings decreased by 0.5 per cent 

(Table 7). This suggests a marginal shift away from semi-detached to separate house dwelling types.  

TABLE 6: DWELLING MIX BY YTPE - RCV REGION, 2006, 2011 AND 2016 

Year Separate house Semi-detached Flat or Apartment Other 

2006 91.36% 6.68% 0.17% 1.79% 

2011 91.39% 6.66% 0.17% 1.78% 

2016 91.41% 6.64% 0.17% 1.78% 

Source: ABS Census 2006, 2011 and 2016 

TABLE 7: CHANGE IN NUMBER OF DWELLINGS BY TYPE – RCV REGION, 2006-2016 

 Separate house Semi-detached Flat or Apartment Other 

2006-2011 +0.03% -0.03% 0.00% -0.01% 

2011-2016 +0.02% -0.02% 0.00% 0.00% 

Change +0.05% -0.05% 0.00% -0.01% 

Source: ABS Census 2006, 2011 and 2016 

Examining the data by LGA typologies, the high proportion of separate housing is consistent across the 

RCV region. Archetypal Rural LGAs have the largest share of separate houses (91.64 per cent), followed 

by Peri-Regional-Urban (91.27 per cent). Tourism regions have the smallest percentage share of 

separate houses at 90.11 per cent. The difference between the four typologies is marginal.  

TABLE 8: PERCENTAGE SEPARATE HOUSES - BY LGA TYPOLOGY, 2006, 2011 AND 2016 

Year 
Archetypal 
Rural 

Tourism 
Peri-Metro-
Urban 

Peri-Regional-
Urban 

2006 91.40% 90.57% 91.14% 89.31% 

2011 91.33% 89.82% 90.35% 89.12% 

2016 91.64% 90.11% 91.05% 90.27% 

Source: ABS Census 2006, 2011 and 2016 
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The prevalence of different dwelling types across the RCV region has been further examined by 

settlement size. Settlements across the region have been classified as either regional centre, large 

town, small town and, settlement. These settlement types are defined based on total population size. 

The categorisations are: 

▪ Rural centre: population between 10,000 – 50,000 

▪ Large town: population between 2,000 – 5,000 

▪ Small town: population between 500 – 2,000 

▪ Settlement: population below 500 

Figure 10 details the average proportion of separate houses by settlement size within typology groups. 

Peri-Metro-Urban has a smaller proportion of separate housing on average than most other typologies, 

regardless of the settlement size. The housing stock across large and small towns in Peri-Regional-

Urban and Peri-Metro-Urban LGAs is notably diverse. The smaller percentage composition of separate 

housing in these areas suggests that other dwelling types are more common. Archetypal Rural and 

Tourism areas have a larger share of separate houses, independent of settlement size with over 90 per 

cent of dwelling stock consisting separate dwelling types.  

FIGURE 10: AVERAGE OF PROPORTION OF SEPARATE HOUSES- BY LGA TYPOLOGY AND SETTLEMENT SIZE, 2016 

 

Source: ABS Census 2006, 2011 and 2016 

The proportion of separate houses has been increasing across all typologies regardless of settlement 

size. Table 9 highlights the average growth over a five-year period from 2011 to 2016. The Peri-Metro-

Urban typology has had the largest increase in proportion of separate housing, particularly in more 

populated settlement sizes (regional centres and large towns).  
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TABLE 9: PERCENTAGE GROWTH IN SEPARATE HOUSE - BY LGA TYPOLOGY AND SETTLEMENT SIZE, 2011 TO 
2016 

 Archetypal 
Rural 

Tourism 
Peri-Metro-
Urban 

Peri-Regional-
Urban 

Regional centre 7.3% 5.5% 18.4% 5.1% 

Large town 5.5% 8.1% 16.9% 6.9% 

Small town 4.7% 5.8% 14.5% 4.5% 

Settlement 2.9% 4.0% 4.1% 1.5% 

Source: ABS Census 2006, 2011 and 2016 

3.3 Dwelling size 

The size of the dwellings in the region can be considered through the proxy measure of how many 

bedrooms they contain. The region contains dwellings of a variety of sizes as shown in Table 10. Three-

bedroom dwellings are most prevalent (51.2 per cent), followed by four bedroom (25 per cent), and 

two bedroom (15.8 per cent).  

TABLE 10: NUMBER OF BEDROOMS – RCV REGION AND REGIONAL VIC, 2016 

Location 
None (incl. 
bedsitters) 

1 bedroom 
2 
bedrooms 

3 
bedrooms 

4 
bedrooms 

5 
bedrooms 
or more 

RCV region  0.4% 3.2% 15.8% 51.2% 25.0% 4.4% 

Regional 
Victoria* 

0.4% 3.4% 16.6% 50.5% 25.0% 4.2% 

Source: ABS Census 2006, 2011 and 2016 

*Note “Regional Victoria” refers to all LGAs outside of Metropolitan Melbourne, while “RCV region” collectively refers to RCV member 

Councils.  

Table 11 shows changes in average dwelling sizes in the RCV region between 2006 and 2016. Over this 

ten-year period there has been a slight divergence away from smaller dwelling sizes to larger dwelling 

sizes. This is seen with increases in 4-bedroom dwellings of 4 per cent and in 5 bedrooms of 0.7 per 

cent. There has been a decrease in 3-bedroom houses of 3.6 per cent, followed by 2 bedrooms at 0.8 

per cent and, 1 bedroom decreasing by 0.2 per cent. This suggests a change in preference from 3 

bedrooms to 4 bedrooms. However, as shown previously in Table 10, 3-bedroom dwellings still 

constitute the largest share of total dwelling stock.  
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TABLE 11: NUMBER OF BEDROOMS - RCV REGION, 2006, 2011 AND 2016 

 None (incl. 
bedsitters) 

1 bedroom 
2 
bedrooms 

3 
bedrooms 

4 
bedrooms 

5 
bedrooms 
or more 

2006 0.4% 3.4% 16.8% 53.5% 22.1% 3.8% 

2011 0.4% 3.4% 16.3% 52.1% 23.6% 4.1% 

2016 0.4% 3.2% 15.9% 50.0% 26.1% 4.5% 

Change 0.0% -0.2% -0.8% -3.6% +4.0% +0.7% 

Source: ABS Census 2006, 2011 and 2016 

Table 12 shows the average number of bedrooms by dwelling type for the RCV region and Regional 

Victoria. The average number of bedrooms for separate houses is highest for all dwelling types at 3.2 

bedrooms in 2016. This is in line with the regional average number for separate houses.  

Semi-detached houses, flats and apartments are smaller with 2.1 and 1.9 bedrooms per dwelling in 

2016, respectively. The average dwelling size for the RCV region has remained relatively stable over 

time, albeit a small increase in the size of separate and semidetached houses. The RCV region has also 

seen a slight decrease in size of flats or apartments between 2006 and 2016.  

TABLE 12: AVERAGE NUMBER OF BEDROOMS - RCV REGION VS REGIONAL VICTORIA, 2016 

Location Year 
Separate 
house 

Semi-
detached 

Flat or 
apartment 

Other  

RCV region 

2006 3.1 2.0 2.1 1.8 

2011 3.2 2.1 1.7 1.6 

2016 3.2 2.1 1.9 1.9 

Regional 
Victoria 

2016 3.2 2.1 1.9 1.8 

Source: ABS Census 2006, 2011 and 2016 

In addition, the number of bedrooms is consistent across the different housing typologies, as shown in 

Table 12. The most noticeable difference is that the Peri-Metro-Urban LGAs share a larger percentage 

of four- and five-bedroom houses, and a smaller proportion of two- and three-bedroom houses (Table 

13).  
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TABLE 13: NUMBER OF BEDROOMS – LGA TYPOLOGY, 2016 

Location 
None (incl. 
bedsitters) 

1 bedroom 
2 

bedrooms 
3 

bedrooms 
4 

bedrooms 

5 
bedrooms 

or more 

Archetypal 
Rural 

0.5% 3.4% 16.3% 51.0% 24.3% 4.5% 

Tourism  0.4% 4.1% 19.0% 51.5% 21.4% 3.6% 

Peri-
Metro-
Urban 

0.2% 2.1% 12.1% 47.5% 32.6% 5.6% 

Peri-
Regional-
Urban 

0.4% 3.1% 16.3% 49.8% 26.0% 4.4% 

Source: ABS Census 2006, 2011 and 2016 

3.4 Building approvals trends  

This section presents the total number of building approvals for separate houses, apartments and semi-

detached units (for example, townhouse or villa unit) from 2016 to 2020 across metropolitan 

Melbourne, Regional Centres and RCV Councils. This data has been examined to provide insight into 

recent development activity. Dwellings types have been segregated to demonstrate the proclivity of 

regional housing markets to deliver diverse housing stock.  

Building approvals for apartments in RCV Councils have historically been low, decreasing from 12 to 3 

per annum over the period 2016 to 2020. On the other hand, approvals for semi-detached units 

increased from 223 to 387 per annum, a trend driven primarily by an increase of approvals in Peri-

Metro-Urban areas. In the RCV region, approvals for semi-detached dwellings represented 5.5 per cent 

of total approvals, while apartments represented less than one percent.  
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FIGURE 11: NO. OF BUILDING APPROVALS FOR APARTMENTS AND SEMI-DETACHED UNITS, RCV COUNCILS, 
2016-2020 

 

Source: ABS Building Approvals by Local Government Areas Dataset (2016-2020) 

Building approvals for apartments in Regional Centres have increased from 54 to 187 per annum over 5 

years. A slight decrease in semi-detached units can also be seen throughout this period. The spike in 

apartment approvals in 2017 was primarily driven by an increase in approvals in Greater Geelong. In the 

regional centres, approvals for semi-detached dwellings and apartments represented nine per cent of 

total approvals.  

FIGURE 12: NO. OF BUILDING APPROVALS FOR APARTMENTS AND SEMI-DETACHED UNITS, REGIONAL 
CENTRES, 2016-2020 
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Source: ABS Building Approvals by Local Government Areas Dataset (2016-2020) 

In comparison, building approvals for apartments in Metro Melbourne is significantly higher, with 

apartments representing 70 per cent of total approvals.  

FIGURE 13: NO. OF BUILDING APPROVALS FOR APARTMENTS AND SEMI-DETACHED UNITS, METRO 
MELBOURNE, 2016-2020 

 

Source: ABS Building Approvals by Local Government Areas Dataset (2016-2020) 

Table 14 shows the 5-year growth rate of building approvals from 2016 to 2020.  

In Metro Melbourne, approvals for both categories have decreased over time. In Regional Centres, 

approvals for both categories have increased, with apartment approvals experiencing the strongest 

growth. In RCV Councils there has been a decrease in apartment approvals, and a comparative increase 

in approvals for semi-detached units.  

TABLE 14: 5-YEAR GROWTH RATE OF BUILDING APPROVALS, 2016-2020 

Region Apartment Semi-detached units 

Metro Melbourne -44% -10% 

Regional Centres 246% 32% 

RCV Councils -75% 74% 

Source: ABS Building Approvals by Local Government Areas Dataset (2016-2020) 
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3.5 Government programs for social housing 

Table 15 provides a summary of social housing stock in the RCV region by typology. In 2016, there were 

6,947 social housing units across the region, including 5,793 dwellings owned by the State and 1,154 

community housing dwellings (encompassing housing owned by co-operative, community housing 

providers or church groups). 

TABLE 15: LANDLORD TYPE - RCV REGION, 2016 

 Public housing  
Community 
housing  

 Total   

Archetypal Rural 
                                                        

3,100  
                                                                                     

679  
                                                       

3,779  

Peri-Metro-Urban 
                                                            

575  
                                                                                     

127  
                                                          

702  

Peri-Regional-Urban 
                                                        

1,551  
                                                                                     

201  
                                                       

1,752  

Tourism  
                                                            

567  
                                                                                     

147  
                                                          

714  

Total  
                                                        

5,793  
                                                                                  

1,154  
                                                       

6,947  

Source: Australian Bureau of Statistics, 2016 

The Victorian Government’s Big Housing Build – announced in 2020 as a stimulus response to the 

COVID-19 pandemic – allocates an $5.3 billion over four years to build over 12,000 new social housing 

dwellings. This includes funds for Strategic Partnership Projects including: 

▪ $1.3 billion under the Social Housing Growth Fund, and 

▪ $2.1 billion under a partnership with the private and community housing sectors. 

Twenty-five per cent or over $1.25 billion is committed to regional Victoria with $765 million allocated 

to the Minimum Investment Guarantee for local government areas. 

A further recent announcement was made by the Victorian government to assist in addressing this 

shortfall with $80 million in funding available for private developers in regional areas.  

This allocation of funds, however, seems more likely to represent a temporary band-aid solution than a 

permanent solution. Ongoing systematic funding would need to be continued to meet housing demand 

into the future. Forecast demand for social and affordable housing is discussed in further detail in 

Section 4.5.  
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3.6 Summary and conclusions 

This chapter reviewed historical ABS Census data to profile housing stock across the RCV region, 

disaggregating the data by typology and settlement size. This research found: 

▪ The RCV region of Victoria had a total 1,041,132 dwellings in 2016. Of this dwelling stock, 

91.4 per cent is comprised of separate houses and 6.64 per cent of semi-detached 

dwellings. The percentage share of dwelling types has remained consistent over the 10-

year period between 2006 to 2016, albeit a slight growth in the share of separate houses 

and slight decline in the share of semi-detached houses. There is minimal proportion of 

flats or apartment which have remained at 0.17 per cent of the dwelling stock for the 

analysis period.  

▪ Across the four typologies, tourism has the smallest percentage of separate housing 

structures at 90.11 per cent and agriculture the largest at 91.6 per cent.  

▪ The percentage share of separate housing has an increasing trend from 2006, with the 

largest increase in proportions occurring in Peri-Metro-Urban areas with a higher 

population (regional centres). 

▪ Across the RCV region, the most common size of dwellings was represented by 3 bedroom 

and 4-bedroom houses in 2016. Over the 10-year period between 2006 and 2016, there is 

declining proportion of 1,2 and, 3-bedroom houses and increasing proportion of 4- and 5-

bedroom houses.  

▪ The average dwelling size between 2006 and 2016 is increasing marginally for separate 

houses and semi-detached dwellings while decreasing for flats and apartments.  

▪ It can be seen when broken down into the typologies that peri-metro areas have the 

highest share of 4-bedroom and 5-bedroom dwelling stock, at 32.6 per cent and 5.6 per 

cent respectively.  

▪ Apartment approvals in RCV Councils have decreased by over 40 per cent, while apartment 

approvals in Regional Centres have increased by 246 per cent. Approvals for semi-

detached units in Regional Centres and RCV Councils have increased by over 30 per cent.  
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4. Housing demand profile 

This section documents current population levels and projected growth across the 
RCV region and assesses future housing demand. Several alternative population 
scenarios are tested in this section to show how housing demand may differ under 
high and low growth scenarios.  

4.1 Overview of the Housing Demand Model 

Estimates of dwelling demand in the RCV region have been generated using the SGS Housing Demand 

Model. Figure 14 shows each step in the model. The model estimates implied demand for dwelling 

types by analysing the likelihood (or propensity) of various age groups forming different household 

types, and then the likelihood of those household types residing in different dwelling forms. 

The first two steps in the model are benchmarked to the Department of Environment, Land, Water and 

Planning’s Victoria in the Future 2019 (VIF2019) forecasts to 2036. Across all the years, the model 

accounts for shifting patterns across the population, households and dwellings. Most importantly, it 

accounts for the changing propensity for households to live in different dwelling types. 

The implied demand derived from the model incorporates practical trade-offs made by households 

based on the supply that is available. If alternative housing stock was available, households may 

potentially have alternative preferences at the margin. There is good evidence that households do in 

fact have alternative preferences, and this evidence is used to model alternative preference scenarios 

at the end of this section. 

FIGURE 14: SGS HOUSING DEMAND MODEL METHOD 

 

Source: SGS Economics and Planning, 2021 
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The proportion of each household type that resides in each dwelling type is commonly referred to as 

revealed housing preferences. Availability and affordability constrain the types of housing that are 

accessible to people, causing them to make trade-offs when choosing where to live. As such, revealed 

preferences can differ from people’s ideal, unconstrained preferences. Some may also wish to stay in 

their current dwelling, even if it differs from their ideal preference. 

There are several factors which influence revealed preferences, such as what kinds of dwellings 

households would like to live in, what kinds of dwellings are available, and how affordable those 

dwellings are. Revealed preferences evolve over time as these variables change, as well as in response 

to shifts in local demographics. 

The following section presents baseline results using most recent Census data. Section 4.4 presents two 

alternative scenarios reflecting: 

1. A high growth scenario: Hypothesising in a permanent shift in preference for living outside 

metro Melbourne resulting from the COVID-19 pandemic.  

2. A low growth scenario: Hypothesising an adverse international trade policy environment 

resulting in lower export trade and reduced demand for labour, leading to overall reductions in 

housing demand. 

4.2 Forecast population and household formation 

Figure 15 shows the projected population growth across the RCV region to 2036. Looking at population 

growth by typology we see forecasted population growth rate is higher for the Peri-Metro-Urban and 

Peri-Regional-Urban LGAs. For the Tourism Focussed and Archetypal Rural LGAs, forecast population 

growth will be more modest. Collectively, Archetypal Rural LGAs support the largest total, but also 

represent the largest number of LGAs in the region (22 of the 38 LGAs).  
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FIGURE 15: TOTAL POPULATION HISTORIC AND FORECAST 2016 TO 2036 

 

Source: Source: SGS Economics and Planning, 2021; Victoria in Future, 2019; Australian Bureau of Statistics, 2016 

Figure 16 shows population changes from 2016 to 2036 for the RCV region by age. Over the forecast 

period the 75+ plus age group will have the highest growth. The other age groups show modest 

increases and a relatively stable population. This suggests that housing demand will be driven 

predominantly by this older cohort.  

 

FIGURE 16: POPULATION CHANGES BY AGE GROUP – RCV REGION, 2016 TO 2036 
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Source: Source: SGS Economics and Planning, 2021; Victoria in Future, 2019; Australian Bureau of Statistics, 2016 

Figure 17 and Figure 18 show the population age profile in 2016 and 2036 respectively for each of the 

typology types. For Archetypal Rural LGAs, Figure 17 shows an ageing population with a large share of 

residents nearing retirement. By 2036, those who are aged over 65 will represent the largest age group.  

For the Peri-Metro-Urban LGAs the figures indicate that the population age profile will shift to the age 

group that is most likely to have children living at home (35 to 59). A similar trend is shown for Peri-

Regional-Urban LGAs. For Tourism Focussed LGAs the population profile shows an even distribution 

across the age groups with an uptick in population of those nearing or retired.  

 

FIGURE 17: POPULATION PROFILE BY AGE AND LGA TYPOLOGY, 2016 

 

Source: SGS Economics and Planning, 2021 
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FIGURE 18: POPULATION PROFILE BY AGE AND LGA TYPOLOGY, 2036 

 

Source: SGS Economics and Planning, 2021 

Different household types demand different types of dwellings due to lifestyle and space 

considerations, among other important factors. We show the forecasts for different household types by 

typology.  

Figure 19 shows the household type projections for Archetypal Rural LGAs. One parent households and 

lone parent households are expected to increase over time. This suggests that these household types 

are more likely to be comprised of retirees, or those nearing retirement, who are seeking the lifestyle, 

affordability and space offered by Archetypal Rural LGAs. 

For Peri-Metro-Urban LGAs, Figure 20 illustrates that couples with children, lone person households, 

couples aged 45+ without children and one parent households are expected to experience more 

growth than other household types. This implies that families with children are potentially looking for 

more affordable dwellings, or the lifestyle associated with Peri-Regional-Urban areas. The second group 

are those who are retired or nearing retirement, who are attracted by the lifestyle associated with 

regional Victoria. 

Figure 21 indicates that the household types including couples with children, one parent households 

and lone person households are expected to grow the most in Peri-Regional-Urban LGAs. This suggests 

that families with children are potentially looking for more affordable dwellings, or the lifestyle 

associated with Peri-Regional-Urban areas. Those who are retired, or nearing retirement, are similarly 

attracted by the lifestyle associated with regional Victoria. 

For Tourism Focussed LGAs, Figure 22 shows that lone person households, couple aged 45+ without 

children and one parent family households are expected to experience the most growth. 
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FIGURE 19: HOUSEHOLD FORECAST BY FAMILY TYPE (ARCHETYPAL RURAL), 2016 TO 2036  

 

Source: Source: SGS Economics and Planning, 2021; Victoria in Future, 2019; Australian Bureau of Statistics, 2016 

 

 

FIGURE 20: HOUSEHOLD FORECAST BY FAMILY TYPE (PERI-METRO-URBAN), 2016 TO 2036  

 

Source: Source: SGS Economics and Planning, 2021; Victoria in Future, 2019; Australian Bureau of Statistics, 2016 
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FIGURE 21: HOUSEHOLD FORECAST BY FAMILY TYPE (PERI-REGIONAL-URBAN), 2016 TO 2036  

 

Source: Source: SGS Economics and Planning, 2021; Victoria in Future, 2019; Australian Bureau of Statistics, 2016 

 

FIGURE 22: HOUSEHOLD FORECAST BY FAMILY TYPE (TOURISM), 2016 TO 2036  

 

Source: Source: SGS Economics and Planning, 2021; Victoria in Future, 2019; Australian Bureau of Statistics, 2016 

4.3 Future housing demand 

Table 16 shows the total expected additional demand for dwellings across the RCV region to 2036. Over 

the next 15 years there is expected to be demand for 87,800 dwellings, representing a total increase of 

23 per cent.  

Figure 23 shows the future housing demand to 2036 for each LGA expressed as output and a 

percentage change from 2016. LGAs classified as Peri-Metro-Urban are forecasted to have strong 
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growth in dwelling demand. For LGAs classified as Archetypal Rural, there is a substantive proportion 

where housing demand will be negative. Tourism Focussed LGAs are expected to have modest growth 

in housing demand, aside from Bass Coast which will experience high growth in terms of total growth 

and percentage change. Overall, the analysis demonstrates that Peri-Metro-Urban LGAs will experience 

a high demand for housing. 

TABLE 16: TOTAL FUTURE HOUSING DEMAND - RCV REGION, 2036 

 2016 2021 2026 2031 2036 Change 
% 
Change 

All RCV 376,268 398,461 420,962 442,804 464,074 87,806 23% 

Source: SGS Economics and Planning, 2021 

 

 

FIGURE 23: FORECAST HOUSING DEMAND, 2036 

 

Source: SGS Economics and Planning, 2021 

Table 17 shows the type of dwellings demanded for each of the housing typologies, grouped according 

to LGA classification. Overall, we find that the demand will be the greatest for separate houses in terms 

of volume. When we look at growth measured as annual average growth rate, there is variation across 

the region by typology. For Peri-Regional-Urban LGAs the growth in demand for different dwelling types 

is more evenly spread. In Tourism Focussed LGAs demand for flats and apartments will experience the 

strongest demand growing three times the rate of separate housing (albeit from a low base). Peri-

Metro-Urban areas will see high demand for flats and apartments and attached/ semi-detached 
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dwellings relative to separate housing. Archetypal Rural areas will have higher growth in demand for 

high density dwellings relative to separate housing.  

The annual growth rates for flats and apartments are misleading, given the low base volume of high-

density housing. This means that any increase in flats and apartment dwellings might seem large due to 

the small denominator. The most appropriate metric to look at is the change in dwellings. This metric 

clearly shows separate housing as the most demanded across the types in the typology, outpacing 

demand for other dwelling types 10-fold. The next most demanded form of housing is attached/semi-

detached dwellings in Peri-Metro-Urban, Peri-Regional-Urban and Tourism Focussed LGAs.  
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TABLE 17: DWELLING DEMAND BY TYPOLOGY, 2036 

 2016 2021 2026 2031 2036 Change AAGR 

Archetypal Rural 

Flats and apartments 84 86 95 101 105 21 1.1% 

Attached/ semi-detached 8,797 8,933 8,477 8,045 7,591 -1,206 -0.7% 

Other 3,418 3,614 3,689 3,728 3,741 323 0.5% 

Separate Housing 158,377 162,449 166,935 169,988 172,602 14,225 0.4% 

Peri-Metro-Urban 

Flats and apartments 196 221 263 309 344 148 2.9% 

Attached/ semi-detached 5,482 6,544 7,540 8,565 9,548 4,066 2.8% 

Other 600 697 766 833 890 290 2.0% 

Separate Housing 72,997 81,756 90,484 99,205 107,260 34,263 1.9% 

Peri-Regional-Urban 

Flats and apartments 94 112 115 116 116 22 1.1% 

Attached/ semi-detached 5,397 5,650 5,724 5,893 6,134 737 0.6% 

Other 874 977 1,024 1,081 1,143 269 1.4% 

Separate Housing 66,500 69,916 74,765 80,554 87,295 20,795 1.4% 

Tourism 

Flats and apartments 96 141 155 169 182 86 3.2% 

Attached/ semi-detached 3,670 4,147 4,433 4,683 4,888 1,218 1.4% 

Other 1,012 1,101 1,167 1,226 1,271 259 1.1% 

Separate Housing 48,674 52,117 55,330 58,308 60,964 12,290 1.1% 

Source: SGS Economics and Planning, 2021 

A caveat to the analysis above is that the forecast data relies on historical data, implying that household 

preferences follow historical trends. The forecasts cannot fully capture changes in preferences or 

diversity of housing. These changes could come from economic factors for example, the availability and 

price of land could shift demand from separate houses to medium density dwellings. As an example, 
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the trend of increasing migration to regional areas from metro Melbourne would not be captured by 

historical data, and therefore would not be captured within the housing demand forecasts either. In 

addition, preferences may be confined to availability of housing stock. Households might choose to 

reside in different housing, if it were available to them. An example of this is an elderly person 

downsizing from a large family home to a smaller self-contained unit.  

4.4 Alternative housing demand scenarios 

The forecast data does not capture shocks that have the potential to shift housing preferences over 

time. Using findings from the macrotrends analysis, two additional scenarios have been prepared to 

show how patterns of housing demand might shift.  

The first is the high growth scenario. The high growth demand scenario reflects a situation in which 

population growth in metro Melbourne continues to increase whilst the availability of affordable 

housing falls. This scenario also hypothesises the COVID-19 pandemic resulting in a permanent shift in 

preference for living outside metro Melbourne. Under this scenario, there is increased internal 

migration from metro to regional LGAs driven by housing affordability pressures. 

The second scenario proposes a low growth scenario driven by an adverse international trade policy 

environment. Under this scenario, lower export trade will reduce demand for labour, leading to overall 

reductions in housing demand.  

The high growth scenario applies ABS regional internal migration estimates for March 2021 to derive a 

multiplier for growth. According to the ABS data, intrastate migration between March 2020 and March 

2021 grew by 60 per cent, reflecting a trend prior to the onset of the COVID-19 pandemic.  

For each typology, a multiplier was applied to the base scenario estimates to provide an indicative 

estimate of housing demand in a high growth scenario. The multiplier is 1 plus the rate intrastate 

migration grew, which is 60 per cent. LGAs closer to metro Melbourne (Peri-Metro-Urban) are more 

likely to experience higher levels of housing demand, in comparison to LGAs located further from metro 

Melbourne. To account for this, the multiplier is varied by typology type. The following multipliers have 

been applied:  

▪ 1.6 is applied for Peri-Metro-Urban LGAs 

▪ 1.3 is applied to Peri-Regional-Urban and Tourism Focussed LGAs  

▪ 1.1 is applied to Archetypal Rural LGAs 

Housing demand under a high growth scenario is shown in Figure 24. 
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FIGURE 24: ABS INTRASTATE MIGRATION MARCH QUARTER, 2021  

 

Source: ABS Regional Internal Migration Estimates, March 2021 

TABLE 18: HOUSING DEMAND UNDER ALTERNATIVE SCENARIOS – TOTAL DWELLING DEMAND, 2036 

Typology Base scenario 
High growth 
scenario 

Additional 
dwelling 
demand 

Archetypal Rural 184,039 202,442 18,404 

Peri-Metro-Urban 118,042 188,867 70,825 

Peri-Regional-Urban 94,688 12,9497 34,809 

Tourism 67,305 87,496 20,192 

Source: Source: SGS Economics and Planning, 2021; Victoria in Future, 2019; Australian Bureau of Statistics, 2016 

For the low growth scenario, a multiplier of -1.1 is applied to the Archetypal Rural type, as it is the most 

vulnerable to changes in the international trade environment and trade policy. The change in dwelling 

demanded would be -18,000. Another source of lower demand in Archetypal Rural areas is increased 

employment prospects in Peri-Regional-Urban LGAs and Peri-Metro-Urban LGAs. This is because these 

areas could pull away working age individuals from Archetypal Rural areas, which would reduce housing 

demand.  
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4.5 Demand for social and affordable housing 

The impact of rising housing costs on households can be measured in different ways. One of these is 

housing stress, which quantifies whether households are spending a high proportion of their income on 

housing. Households are said to be in housing stress if they have moderate, low or very low incomes, 

and spend 30% of more of their income on housing. 

The number of households in housing stress is measured to provide an estimate of how much social 

and affordable housing is needed. Most households in housing stress would require housing assistance 

to access housing at an affordable rate.  

▪ Lower income households are more likely to require housing assistance. 

▪ People who are in social housing or experiencing homelessness all require housing assistance. 

▪ Only some people at moderate incomes in housing stress may need affordable housing. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Across the RCV region, there are 75,042 households experiencing rental housing stress, representing 

19 per cent of all households. Figure 25 shows the number of households experiencing severe and 

moderate housing stress, broken down by household type and income. It shows that almost 24 per cent 

of all one-parent families in the region are experiencing housing stress, followed by almost 17 per cent 

of lone person households and 14 per cent of group households. Owing to this susceptibility to severe 

housing stress, these household types (one parent, lone person and group households) are also more 

likely to be in social housing than other household types.  

WHAT IS RENTAL STRESS? 

Rental stress is the situation where a moderate (or lower) income household’s rental payments are so 

high that they must sacrifice on life’s necessities such as such as food, health care, or education. 

Moderate housing stress is when a household must spend more than 30 per cent of their income on rent. 

Severe housing stress is when a household must spend more than 50 per cent of their income on rent. 

Affordable housing is appropriate for very low, low and moderate-income households in rental stress. It is 

not appropriate for high-income households because high housing costs are unlikely to impact their ability 

to pay for necessities. 
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FIGURE 25: HOUSEHOLDS EXPERIENCING RENTAL STRESS BY HOUSEHOLD TYPE, 2016 

 

Source: SGS Economics & Planning 2021 

There was an estimated 5,228 people experiencing homelessness in 2016. The number of people 

experiencing homelessness is expected to rise to 7,117 persons by 2036. Homeless persons include 

people living in improvised dwellings, tents or sleeping out, as well as those in supported 

accommodation; temporarily staying with other households; living in boarding houses; persons in 

temporary lodgings; and persons living in severely crowded dwellings. It is worth noting that the ABS 

survey typically undercounts the prevalence of homelessness so the number may be higher than 

shown. 

 

Figure 26 shows estimated need for social and affordable housing by typology. It shows that the 

prevalence of housing stress is greatest in tourism and peri-regional-urban areas. High rates of stress in 

tourism LGAs is likely related to a large proportion of rental housing being made available for short-

term tourist accommodation. Not only does this reduce the availability of overall long term rental 

supply, but the high prices commanded by holiday accommodation places upwards pressure on private 

market rental housing prices.  

 

Figure 27 shows there is considerable variation in the level of need by LGA.  
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FIGURE 26: HOUSING STRESS COMPARISON – LGA TYPOLOGIES, 2016 

 

Source: SGS Economics & Planning 2021 

FIGURE 27: HOUSING STRESS COMPARISON – LGA, 2016 

 

Source: SGS Economics & Planning 2021 

The prevalence of rental stress is likely to increase as population grows. Without any intervention, the 

number of households in rental stress could rise by 106,335 by 2036.  

In 2036, there could be 12,963 lone person households and 21,377 one parent family households in 

rental stress.  
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The number of households experiencing housing stress is used as a base to measure the level of need 

for social and affordable housing, with some adjustments. 

There are some instances when households might be temporarily in stress (for example, following the 

birth of a child, when experiencing short term unemployment, or adjusting to the breakdown of a 

relationship) or when households might pay higher housing costs by choice (to live in a better house, 

better neighbourhood, locations where transport costs are lower).  

‘Unformed’ households that are priced out of the market are also likely to be in evidence. These 

unformed households might include younger family members that would prefer to leave the parental 

home but cannot afford to, elderly family members that must live with other family members to have 

affordable accommodation, or multiple families occupying a single dwelling 

In 2016, the estimated total need for housing assistance (social or affordable 
housing) is 99,233 dwellings. For 2036, SGS’ estimate of the need for assistance is 
131,746 dwellings.  

Those households most in need of assistance are eligible for placement in public housing. Across the 

region there are currently 24,191 social housing dwellings available, approximately six per cent of all 

households. 

Evidently, there remains a significant shortfall between the number of households requiring assistance 

and the number of available dwellings, both now and to 2036. 

4.6 Summary and conclusions 

Applying SGS’ own Housing Demand Model, this section of the report has provided estimates of future 

dwelling demand across the RCV region to 2036. Alternative growth scenarios have also been analysed 

to show the potential impact on overall dwelling demand, resulting from the COVID-19 pandemic or 

shifts in international trade policy. This research found: 

▪ Archetypal Rural LGAs have an ageing population profile. Housing demand may shift to 

smaller separate houses or medium density dwellings 

▪ Peri-Metro-Urban and Peri-Regional-Urban LGAs population profiles suggest future 

demand will be for more separate houses. Tourism LGAs are showing an ageing 

population, however it is not as pronounced as Archetypal Rural LGAs.  

▪ Household type projections show for each LGA the household types forecast to grow vary 

by the type in the typology. 

▪ Archetypal Rural LGAs are more likely to have single person or couple households. Areas 

classified as Peri-Metro-Urban will likely experience growth in household types that have 

children, are single person or couple households.  

▪ In Peri-Metro-Urban and Peri-Regional-Urban LGAs there may be increased demand for 

large separate houses to accommodate families with children, as well as smaller houses for 

single and couple households  



 

SGS ECONOMICS AND PLANNING: RURAL VICTORIA HOUSING BLUEPRINT 58 

 

▪ Tourism-Focussed LGAs are likely to experience increased demand for housing that will suit 

single person or couple households. 

▪ Future demand for dwelling forecasts positions separate houses as the predominant 

dwelling type. The number of additional separate houses demanded outpaces other 

dwelling types 10-fold.  

▪ Housing demand under alternative scenarios show dwelling demand could be much higher 

in a high growth scenario and lower for Archetypal Rural LGAs in a low growth scenario. 

▪ In 2016, the estimated total need for housing assistance (social or affordable housing) is 

99,233 dwellings. For 2036, SGS’s estimate of the need for assistance, is 131,746 dwellings. 

there remains a significant shortfall between the number of households requiring 

assistance and the number of available dwellings, both now and to 2036. 
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5. Development industry structure 

This section provides insight into the mechanics of housing supply by providing a 
framework for understanding the structure  and operation of the housing industry. 
This section profiles the types of firms involved in housing investment in the RCV 
region, identifying key challenges faced by developers operating in regional and 
rural settings. 

5.1 Overview 

The housing development industry is highly heterogenous. It is comprised of developers differing in 

size, product offering, region of operation and structure. For this reason, descriptions of ‘housing’ or 

‘housing development’ in aggregate are likely to offer an incomplete picture of the industry, given the 

likelihood of trends to affect subgroups of developers in different ways. To gain clarity about the exact 

structure of these subgroups of developers, this section will analyse several key factors in the 

development process and illustrate the differing incentives facing different subgroups of developers. 

These factors are product offering, financing, organisational structure and geographical spread. This 

section comprises a literature review conducted to determine a theoretical structure for the 

development industry, not all of which will apply directly to regional Victoria. The structure will then be 

applied to assist in understanding the actual operation of the housing industry in rural Victoria. 

5.2 Product Offering 

Housing supply is composed of several types of development, which vary in their complexity. AHURI 

Final Report No. 281 (2017) delineates this in the following way. The simplest form of development is 

land development, where lots are purchased and either modified to prepare for construction, or sold in 

almost exactly the condition they were purchased. The main modifications land developers make is 

guiding the property through the planning process and subdivision. Its product is primarily used for the 

next most complex development type, small-scale built form. These developments are delivered as 

detached, semi-detached and terraced houses, as well as townhouses1. In addition to being built on 

land purchased from land developers, they are also built on land purchased by the household, builder 

or investor. This built form is overwhelmingly constructed from brick and timber on concrete slabs.  

The most complex form of housing is multi-unit apartment blocks, which range from mid-rise to high-

rise. Clearly these do not feature heavily across regional Victoria, however they influence incentives for 

the developers who do. While high-rise housing is clearly more complex than mid-rise to develop, the 

two share many overlapping features. There must first be an identification of sites that offer an 

acceptable return. This can be impeded by physical development barriers such as aggregating disparate 

blocks of land (and managing ‘hold-out’ owners), and restrictive zoning. Secondly, developers need to 

assess feasibility. This involves judging the potential revenue of the development against its costs, 

including the land price, landowner demands and construction costs. Developers of multi-unit housing 

must then gain approval for their proposal, which can result in adjustments which render the 
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development infeasible. Following on from this, developers must acquire financing to support their 

development and complete construction, which itself involves the challenges of sourcing the 

appropriate materials, capital equipment and labour.2 

5.3 Financing 

Property development is extremely capital intensive. Even land development, clearly the most basic 

form of development, requires significant capital to be conducted. This is because land can take many 

years to be sold at a sufficient profit.  

For this reason, the funding structures of property developers are central to their business models. 

Developers able to rely on cheap, steady financing can work over longer time-horizons and produce 

more complex structures than developers relying on expensive, highly conditional financing. In this way 

the types of funding available to developers directly affect their product offering. This relationship can, 

however, also be seen to work in reverse. As developers’ product offerings determine the markets they 

can enter, their profitability, and ultimately the willingness of creditors to lend to them. Therefore, the 

most critical way that developers can differ is through their business models and funding structures.  

Figure 28 presents a stylised map of the industry using capital intensity of businesses (“nominal 

capital”) as the key dimension. 
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FIGURE 28: OVERVIEW OF DEVELOPMENT INDUSTRY STRUCTURE 

Source: Australian Housing and Urban Research Institute, 2017, Final Report No. 281 

Each of the product offerings discussed entail different risks and require different 

funding structures, and therefore are completed by distinct types of developers.  

According to Dalton, Horne et al. (2013) detached houses are primarily completed by builders relying 

on their own cash-flows, with financing primarily project-specific. These developers have little 

accumulated or invested capital. They build houses to-order for owners who make payments 

throughout the construction process. Builders rely heavily on sub-contractors to prepare and install the 

materials and components of this type of housing. They also collaborate with housing developers, who 

may take a commission on the final sale price.  

In contrast, unit development is far more reliant on debt-funding. These developers are unable to 

manage the enormous risks and long lead-times which accompany unit development without some 

form of balance-sheet funding, primarily provided by banks. This funding is often accompanied by a 

required level of pre-sales, often 60-80% of the units3, for construction to begin. Even this single 

component of the process is highly risky.  

High-rise housing developers often have direct links to financial institutions, including being 

subsidiaries, or are listed firms able to access capital markets themselves. This access to debt, and 
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occasionally equity, allows them to fund projects with extensive planning and development timeframes, 

insulating them from the vicissitudes of bank lending. 

5.4 Organisational Structure 

The interaction of developers’ product offering and financing already offers a usable portrait of 

subgroups of developers, illustrated in Figure 28. However, these factors also influence the 

organisational structure and geographical spread of developers within these groups.  

To gain a fuller understanding of the structure of the development industry we 
must consider these latter two factors, which in turn will offer insight into the 
structure of developers found in regional Victoria.  

Developers’ organisational structure is dictated by their size. Smaller developers rely on a wide network 

of intermediaries, often including contracted construction labour, to deliver their projects. They also 

choose whether to work as developers, developing land internally, or as builders, sourcing this from 

land developers. They work as sole-traders, partnerships and, less frequently, private companies. By 

contrast larger developers often achieve sufficient economies of scale to conduct these activities ‘in-

house’. They primarily trade as private companies, and less frequently are public listed. 

Organisational structure directly influences the competitiveness of developers. While developers of all 

sizes are members of the three largest development industry associations (the Master Builders 

Association, the Housing Industry Association and the Property Council of Australia), smaller developers 

are more reliant on these associations for their day-to-day operations. Industry associations conduct 

market research, promote development and lobby on behalf of their members, in addition to many 

other things. Yet smaller developers are mostly unable to conduct these activities individually. Market 

research is therefore less specific to smaller developers’ individual projects, promotion and marketing is 

less extensive and lobbying is almost entirely above their individual concerns.  

While these factors all lead to a generalised disadvantage for smaller developers compared to larger 

developers, in some cases it essentially precludes development. For instance, the ‘pre-sales’ required to 

secure financing for even mid-rise multi-unit development requires intensive marketing, far beyond the 

general promotion offered by an industry association. This is prohibitively expensive for smaller 

developers, therefore shutting them out of this sector. Moreover, the larger range of ‘in-house’ 

activities possible for larger developers allows them to specialise in more complex built forms. Long 

lead-times mean these projects require developers with longer time-horizons, an advantage conferred 

by being less reliant on securing external intermediaries.  

5.5 Geographical Spread and Linking Factors 

These three factors all influence the geographic spread of developers, which in turn influences the 

three through either positive or negative feedback loops. Due to the many constraints against smaller 

developers offering multi-unit products, this therefore limits their areas of operation to the suburbs of 

larger cities and smaller cities. Multi-unit housing is vital to adding housing supply in cities, which in turn 

will be vital to support international immigration once COVID-19 restrictions are eased. This locks 

smaller developers out of some of the largest growth opportunities offered within the development 
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sector, in effect keeping them small. The reverse of this trend is that larger developers are discouraged 

from operating in lower-return markets than multi-unit housing, which therefore concentrates their 

activities to urban centres. Despite this split between urban and suburban/regional localities, smaller 

developers are often able to develop property across a range of locations, including inter-state. 

These factors confirm the conclusion reached in Coiacetto (2006), that while the development industry 

is broken into a large number of distinct submarkets, developers are mostly ‘locked into’ these 

submarkets. Coiacetto’s submarkets are composed of both location and built form, which often offer 

few substitutes within the specific submarket. 

This favours developers which have specialised to develop within specific 
submarkets but means specialised developers face threats from outside their own 
niche which they cannot easily respond to or act to prevent.  

For instance, the structure explained thus far clearly illustrates the challenge faced by a small developer 

offering a single, low-cost built form in a single town. Even if this developer foresaw that higher-cost, 

sustainable housing was likely to begin development in this town, it is clear many factors would impede 

preparing for this risk. For instance, it would likely mean switching to a new range of suppliers, which 

the developer may not have the network to do easily. Or it could mean seeking financing for building a 

new kind of structure would be difficult or prohibitive, as banks would see the extra complexity as 

adding to the risk of the loan. Property development can therefore be seen to clearly favour both 

significant specialisation and size. 

 

5.6 Application to Regional Victoria 

This structure applies directly to development in regional Victoria, as confirmed by three types of 

information. First, case studies for towns in regional Victoria were completed, focusing on Mansfield 

and Castlemaine. Consultations were also conducted with stakeholders in regional Victoria’s 

development industry, both in property development and the planning process.  

In addition to this, data from the Master Builders Association provides details on the breakdown of 

master builders across all of Victoria. While this data is limited to a subset of developers, the structure 

established indicates that this subset is likely to compose a significant share of developers active in 

regional Victoria, therefore deserves close attention. 

Case Studies: Mansfield and Castlemaine 

▪ Both exhibited similar trends in dwelling types. 

▪ Primarily rural residential detached dwellings. 

▪ These range in size, with large lots present in the suburban centre, though less common than in the 

suburban periphery.  

▪ Higher density dwelling types primarily composed of smaller, detached and semi-detached housing. 

▪ No significant multi-unit housing. 
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This supports the view that property development in regional Victoria is conducted by smaller 

developers. For example, the relatively narrow built form suggests that larger developers with more 

capacity to innovate do not operate in the region.  

Some key insights from consultation with developers active in the RCV region are: 

▪ Land is tightly held, and there are lots of long-term residents 

▪ “[residents] want to preserve open space and country life, but everyone wants to live here” 

▪ The development industry has no need to innovate, as everything sells 

▪ The biggest constraints to development are: 

 Costs 

 Holding time 

 The planning, approval and objection process 

▪ Land values have risen 30% in 18 months 

Likewise key insights from consultation with land use planners active in the RCV 
region are: 

▪ There is low rental availability across all income brackets 

▪ Demand is outstripping supply. 

▪ Council is trying to fast-track approvals processes. 

▪ Low land-values locally but significant construction costs impacting development feasibility. 

▪ More industrial development occurring post-Covid. 

This information is consistent with the previously established structure of the development industry. 

The inherent complexity of development, across all types of built form, explains the shortfalls in supply 

being reported. Developers can take years to navigate the stages of bringing a product to market, which 

renders supply very inelastic to price changes over short time windows. Due to this, the large increases 

in demand from ‘treechange’ migration due to COVID-19 are set against a rigid stock of housing over 

the short-term. This means that once existing excess supply had been bought up extra demand would 

mostly be translated into higher prices.  

While this extra demand does induce development as a response, there are two key downsides to such 

rapid growth, beyond price rises. Firstly, as mentioned, developers have no need to innovate. This leads 

to a more homogenous range of built forms available, which both decreases buyer choice and 

discourages developers from updating their business models to incorporate new advances in 

construction materials and designs. This may lead to fewer eco-friendly houses being built, for example, 

than if the rise in demand was more gradual. The second problem is that the development industry is 

occasionally so unable to expand supply quickly enough that local government is forced to intervene.  

A stakeholder in one council explained that their council was considering 

developing property themselves, despite the risks associated with this, because 

their housing supply was so inadequate. 
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5.7 Data Analysis (Master Builders Association – Victoria) 

The data analysis conducted showed developers active across both postal areas and ABS Statistical 

Areas Level 4 (SA4s). It also provided information on the maximum budget of each developer, which 

gives some indication of developer size. As the data was sourced from the Master Builders Association – 

Victoria, it primarily indicates trends within the ‘small developers/builders’ category, as outlined above. 

The results of the postal area data have been mapped using a ‘heat map’, which shows regions with 

smaller developers (on average) in darker colours, and regions with larger developers in lighter ones. 

Figure 29 displays this data for all of Victoria, whereas Figure 30 shows Greater Melbourne in more 

detail. The trend observed at this geographic level generally supports the hypothesis that smaller 

developers will be present in more regional areas, even when we are only considering small developers 

to begin with. However, a significant portion of rural Victoria is serviced by ‘mid-range’ developers on 

average (coloured orange), and none of the smallest developers are present. Therefore, we must also 

consider data at the SA4 level. 



 

SGS ECONOMICS AND PLANNING: RURAL VICTORIA HOUSING BLUEPRINT 66 

 

FIGURE 29: DEVELOPER STRUCTURE BY POSTAL AREA, 2021 

 

Source: Master Builders Association Victoria, 2021 
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FIGURE 30: DEVELOPER STRUCTURE BY POSTAL AREA (GREATER MELBOURNE), 2021 

 
Source: Master Builders Association Victoria, 2021 
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Data at the SA4 level, listed in Table 19, largely confirms our findings from the postal area data. This 

indicates that while rural areas tend to be serviced by smaller developers, the trend is not as 

pronounced as may be suspected. Excluding the results for ‘Melbourne – Inner’ and ‘Melbourne West’ 

(which we can do due to their low sample sizes, indicating unreliability), there is a clear decline in job 

size between the Melbourne regions and other regions. However, this decline is not precipitous, which 

suggests that the previous trend of both the largest and smallest developers existing in Melbourne 

holds true.  

TABLE 19: DEVELOPER STRUCTURE BY ABS STATISTICAL AREA - LEVEL 4 (SA4), 2021 

Source: Master Builders Association Victoria, 2021  

SA4 Average Maximum Job ($) Developers (*) Active  

Mornington Peninsula        1,495,833  48 

Melbourne - Inner South        1,479,762  84 

Melbourne - North West        1,478,125  32 

Melbourne - Inner East        1,456,618  136 

Melbourne - South East        1,446,914  81 

Latrobe - Gippsland        1,424,138  29 

Melbourne - North East        1,390,909  22 

Geelong        1,386,667  15 

Warrnambool and South West        1,314,286  14 

Shepparton        1,300,000  13 

North West        1,292,857  14 

Ballarat        1,271,429  14 

Bendigo        1,240,000  15 

Melbourne - Inner        1,160,000  5 

Melbourne - West            550,000  2 
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5.8 Summary and conclusions 

This section has developed a framework to understand the property development industry, which was 

then applied to regional Victoria. This research found: 

▪ Four key factors were identified as influencing the division of developers into subgroups: 

product offering, financing, organisational structure and geographical spread. 

▪ These factors interact to force developers in regional Victoria to focus on simple built 

forms, with limited ability to innovate beyond these.  

▪ Case studies, consultation and data analysis confirmed the hypothesis that developers are 

smaller in regional areas and have narrower product offerings than in larger urban area. 
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6. Development economics 

This section utilises development feasibility modelling to examine the ‘developers 
equation’ for a representative housing project in several locations across the RCV 
region. It seeks to understand the impact of taxes and charges on project viability. 
The Windfall Gains Tax and implications for project feasibility are also discussed 
here.  

6.1 Method overview 

Development feasibility is typically assessed by comparing the residual land value (RLV) to the existing 

use value for a site. The RLV can be considered as the maximum amount a rational developer would pay 

for a development site. 

The RLV is estimated by deducting all development costs, including profit mark and a risk contingency, 

from anticipated development revenue. The amount leftover – the residual – could be capitalised into 

the value of the land. This is shown conceptually in Figure 31. 

FIGURE 31: RESIDUAL LAND VALUE APPROACH TO FEASIBILITY ANALYSIS 

 

Source: SGS Economics and Planning, 2020 

A feasibility ratio of 1.0 (RLV/Existing Use Value) or greater indicates that development may be feasible. 

At this feasibility ratio a developer would be able to make enough profit from a development to cover 

the cost of acquisition of the land, should a landowner be willing to sell their land. A feasibility ratio of 

less than 1.0 indicates that a developer would not make enough profit to make development viable. 
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6.2 Representative development typology and settings 

Development sites are assumed to represent existing houses with a lot size of approximately 600 sqm, 

located on the periphery of town centres and within walking distance of local services. This type of 

housing is something that is commonly feasible within larger urban areas, but due to several issues 

identified in the feasibility of factors, is not able to be delivered to regional markets.  

While not currently a common housing product across the region, multi-unit developments represent a 

diverse housing product that is affordable and suitable for key workers and an ageing population. This 

housing form has potential to play a critical role in solving regional housing supply issues that are 

caused by existing constraints, such as land supply or pricing out. These constraints are unlikely to be 

fulfilled under traditional estate style housing development. 

An example site of the typology assumed to be acquired for redevelopment for multi-unit dwelling 

uplift is identified in Figure 32 below. 

FIGURE 32: AQUISTION DWELLING TYPOLOGY 

 

Source: RealEstate.com.au, 2021 

After development the site is assumed to be converted into a two-story walk-up apartment with limited 

features, parking, and basic amenities with a brick finish. Dwelling yields are likely varied on a site-to-

site basis, but at aggregate it is assumed to provide a 1:10 dwelling total uplift (not accounting for 

number of bedrooms or household size) to generate the supply side uplift. 



 

SGS ECONOMICS AND PLANNING: RURAL VICTORIA HOUSING BLUEPRINT 72 

 

FIGURE 33: DWELLING OUTPUT TYPOLOGY 

 

Source: RealEstate.com.au, 2021 

6.3 Assumptions 

Table 20 shows the cost inputs and assumptions used in the feasibility modelling. Cost elements have 

been taken from the 2021 Rawlinson’s Construction handbook, using Melbourne prices & the regional 

cost index included within the publication.  

Further assumptions around other development costs are identified based on existing model practices 

and standard industry assumptions. 

TABLE 20: COST ASSUMPTIONS TO FEASIBILITY MODEL 

Costs Value Metric Source 

Demolition $40 (Scaled) Per SQM of Land Area Rawlinson 

Residential construction $1,965 (Scaled) per sqm of GFA Rawlinson 
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Landscape $3,200 (Scaled) per dwelling Rawlinson 

Parking $3,060 (Scaled) Per sqm Rawlinson 

Professional fees  10.0% of costs Industry Standard 

Contingency 10.0% of costs Industry Standard 

Finance/holding costs  12.0% of costs Industry Standard 

Marketing/legal fees 2.5% of GRV Industry Standard 

Land acquisition 
5.0% * Construction 
Scaling   

of RLV Industry Standard 

Developer Profit Margin 15% of RLV Industry Standard 

Source: SGS Economics and Planning, 2021, Rawlinson Construction Guide, 2021 

Table 21 contains the static assumptions regarding acquisition block attributes. It is assumed that a site 

of 600 sqm meters will be acquired based on an anticipated increase in the FSR from 0.6 to 1.4 to 

enable the construction of a 2 storey multi-unit building. 

TABLE 21: DEVELOPMENT ATTRIBUTES TO FEASIBILITY MODEL 

Attribute Value  

Block Area Sqm. 600 

GFA 600 

Dwellings 10 

Car spaces 12 

Average size of dwelling (SQM) 85 

Source: SGSEP 2021 

Charges for local and state contributions associated with the development of multi-unit developments 

are shown below in Table 22 and have also been used as part of cost assumptions for the modelling.  
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TABLE 22: LOCAL AND STATE CHARGE ASSUMPTIONS USED IN FEASIBILITY MODEL 

Taxes and charges Value Metric Source 

Stamp duty Variable % of RLV Vic Valuer General 

Development Application fees $15,000 Flat rate 

Maximum Average rate of scale 
development 

May vary between councils 

Survey of regional Development 
Contribution Plans 

Variable % of Revenue 
Local Development Contribution 
plans 

Source: SGS 2021, NSW Treasury, Willoughby City Council. 

Windfall Gains Tax 

In 2023 the Windfall Gains Tax (WGT), is scheduled to be implemented in Victoria. Land value uplift 

resulting from rezoning will be taxed at 50 per cent for windfalls above $500,000, with the levy sliding 

in from $100,000.  

The WGT is not directly relevant to the case study feasibility analysis set out here, as we are examining 

the viability of small-scale multi-unit development on already zoned and serviced land in rural areas. 

The WGT will impact the development equation for would be subdividers of non-urban land in rural 

areas. Based on our overview of the structure of the housing industry in the RCV region (Section 5), it 

can be expected that many proponents of rezoning and land subdivision will be longstanding owners of 

this property. The tax could significantly cut their prospective profit margins and therefore discourage 

subdivision. However, it should be noted that in general, rural areas do not suffer from a shortage of 

zoned land for housing development. The key challenges appear to be: 

▪ Paying for infrastructure to enable already zoned land to be developed and 

▪ Mitigating land withholding by owners who have every incentive to ‘drip feed’ the local 

market. 

Residential and commercial revenue & acquisition assumptions 

Residential sale prices have been estimated using prices achieved by the recent sales and development 

in the each of the Municipalities. For the modelling, dwellings are set at 85 square metres in size as the 

development is assumed to be an apartment building.  

The existing value of the sites identified for the modelling is calculated under the assumption that the 

developers will need to acquire sites for either current market or expected market value. This means 

that when valuing the sites selected, the current highest use of the site based on its zoning, FSR and 

precinct inform the likely price a developer will need to pay to purchase.  

Acquisition costs have been tapered to control for areas with extremely low sales or unrealistic prices 

points.  

The prices used within the model are identified in Table 23 below. 
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TABLE 23: ASSUMED REVENUE FROM SALES ASSOCIATED WITH MULTI UNIT DWELLING SALES 

  

Acquisition Values Sales Values 

Existing House ($/sqm) Unit ($/dwelling) 

Alpine (S) $502 $386,250 

Ararat (RC) $242 $208,000 

Bass Coast (S) $689 $425,000 

Baw Baw (S) $679 $358,000 

Benalla (RC) $354 $221,000 

Buloke (S) $109 $185,000 

Campaspe (S) $490 $250,500 

Central Goldfields (S) $336 $224,000 

Colac-Otway (S) $460 $375,000 

Corangamite (S) $338 $189,500 

East Gippsland (S) $456 $278,000 

Gannawarra (S) $220 $167,250 

Glenelg (S) $352 $205,000 

Golden Plains (S) $515 $337,500 

Hepburn (S) $463 $430,000 

Hindmarsh (S) $129 $166,125 

Indigo (S) $354 $215,000 

Loddon (S) $163 $160,000 

Macedon Ranges (S) $772 $490,000 

Mansfield (S) $472 $354,500 
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Mitchell (S) $1,208 $386,000 

Moira (S) $351 $267,500 

Moorabool (S) $569 $381,250 

Mount Alexander (S) $583 $401,000 

Moyne (S) $462 $513,250 

Murrindindi (S) $347 $307,500 

Northern Grampians (S) $223 $199,500 

Pyrenees (S) $407 $140,000 

Queenscliffe (B) $1,472 $645,000 

South Gippsland (S) $416 $315,000 

Southern Grampians (S) $250 $227,000 

Strathbogie (S) $395 $295,000 

Surf Coast (S) $1,267 $760,500 

Swan Hill (RC) $337 $245,000 

Towong (S) $274 $216,750 

Wellington (S) $331 $240,000 

West Wimmera (S) $151 $149,500 

Yarriambiack (S) $153 $148,500 

Source: SGS, Economics and Planning. 2021 

6.4 Scenarios Tests 

Two scenarios have been tested, each with varying parameters. It is assumed that each of the 

properties will be eligible for the current 50% discount on stamp duty for residential development in 

regional areas. Further cost differences in GST cost are identified, with the outputs of these comparable 

to scenarios 1 & 2 respectively (to indicated whether GST reductions can induce development).  
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The differences in the scenarios are identified below in Table 24. 

TABLE 24: ASSUMED REVENUE FROM SALES ASSOCIATED WITH MULTI UNIT DWELLING SALES 

 Scenario 1 Scenario 2 

GST Discount FALSE TRUE 

Acquisition Property House House 

Stamp Duty Discount 50% 50% 

Source: SGS, Economics and Planning. 2021 

6.5 Feasibility outputs 

RLV ratio results are shown in Table 16 for each Municipality and test scenario – as specified above in 

Table 25. 

The table is colour coded as follows: 

▪ Red: Feasibility ratio of between 0 - 0.95, implying that the development is unfeasible 

under current market conditions. 

▪ Yellow: Feasibility ratio of 0.95 - 1, suggesting that if sufficient discounts, or a developer 

willing to take a lower profit margin may be feasible. 

▪ Green: Feasibility ratio >1, meaning the development would be feasible under the current 

market conditions. 

▪ Purple: A negative feasibility ratio implies the development has negative residual land 

value, where costs of the potential development are greater than the income associated 

with the sale of units. 

TABLE 25: ASSUMED REVENUE FROM SALES ASSOCIATED WITH MULTI UNIT DWELLING SALES 

  Scenario 1 Scenario 2 

Alpine (S) 0.62 0.69 

Ararat (RC) -1.01 -1.11 

Bass Coast (S) 0.74 0.82 

Baw Baw (S) 0.40 0.44 

Benalla (RC) -0.76 -0.84 

Buloke (S) -1.51 -1.66 

Campaspe (S) -0.48 -0.52 

Central Goldfields (S) -0.71 -0.78 

Colac-Otway (S) 0.58 0.64 
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Corangamite (S) -1.38 -1.52 

East Gippsland (S) -0.19 -0.21 

Gannawarra (S) -1.96 -2.16 

Glenelg (S) -1.14 -1.26 

Golden Plains (S) 0.44 0.48 

Hepburn (S) 0.77 0.84 

Hindmarsh (S) -2.03 -2.24 

Indigo (S) -0.96 -1.06 

Loddon (S) -2.07 -2.28 

Macedon Ranges (S) 0.96 1.06 

Mansfield (S) 0.48 0.53 

Mitchell (S) 0.56 0.61 

Moira (S) -0.43 -0.47 

Moorabool (S) 0.70 0.77 

Mount Alexander (S) 0.80 0.87 

Moyne (S) 1.04 1.14 

Murrindindi (S) 0.22 0.24 

Northern Grampians (S) -1.17 -1.29 

Pyrenees (S) -2.77 -3.05 

Queenscliffe (B) 1.51 1.66 

South Gippsland (S) 0.11 0.13 

Southern Grampians (S) -0.86 -0.95 

Strathbogie (S) 0.08 0.09 

Surf Coast (S) 1.33 1.46 

Swan Hill (RC) -0.48 -0.53 

Towong (S) -1.11 -1.22 

Wellington (S) -0.71 -0.78 

West Wimmera (S) -2.71 -2.98 

Yarriambiack (S) -2.60 -2.86 

Source: SGS, Economics and Planning. 2021 

6.6 Summary and conclusions 

Broadly speaking, development of multi-unit blocks in regional areas is quite uncommon, and this is 

reflected in the feasibility modelling.  
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There are very few areas in which revenue from the sale of units would cover the normal profit 

requirements of developers or even recover construction costs.  

Multi-unit conversion of house lots appears to be achievable in Queenscliffe, Surf Coast & Moyne Shire, 

all of which are regional coastal municipalities with at least a single town that has median unit price in 

excess of $500,000.  

Elsewhere, the feasibility gap is very sizeable and is unlikely to be bridged by changes to standard 

development taxes and charges. Interventions that are more far-reaching are likely to be required to 

boost housing supply in rural areas to enable skills attraction and retention, as well as meeting the 

needs of an ageing population. 
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7. Policy and regulatory environment 

This section provides an inventory of taxes, regulations and statutory policies 
impacting on the production of, or investment in, housing in rural areas. It also 
looks at government programs for social and affordable housing. The aim of this is 
to identify key differences in the regulatory processes and requirements between 
rural areas and metropolitan or larger regional centre environments.  

7.1 Understanding the planning and development process 

A detailed summary of the development process, from pre-application to post approval, is included in 

the table at Appendix A. The table is presented in a sequential order. 

The Planning and Environment Act 1987 (Vic) (the Act) provides the legal framework for the planning 

system and sets out the requirements for the planning application process and the planning scheme 

amendment process. These processes are summarised as follows. 

Planning application process  

There are two different planning processes:  

▪ Standard planning permit process, and 

▪ VicSmart planning permit process.  

The latter is a streamlined process where the application is assessed within 10 days. It applies to 

straightforward applications that are consistent with the policy objectives for the area and the zoning of 

the land. For example, the construction of a building costing up to $250,000 in some rural zones 

(including Rural Living Zone), that is not within 30 metres of a residential zone, qualifies for VicSmart. It 

is generally at the planning permit application stage of the development process where final detailed 

subdivision and design matters can be considered. 

It is noted that there is an alternative streamlined planning process for proposals that are part of 

Victoria’s Big Housing Build program. These provisions are under Clause 52.20 and 53.20 of the 

planning scheme, and exempt applications from the standard planning permit process. Refer to Section 

7.4 of this report for further information on this program.  

The standard planning permit process involves the following steps: 

▪ Pre-application and due diligence – undertake a review of the planning requirements and 

meet with planning officers to discuss the proposal. 

▪ Prepare planning application – collate the required documentation to accompany the 

application – refer to section 7.2 of this report for a comprehensive list of considerations. 

▪ Lodge planning application with the responsible authority – this is usually council, who will 

undertake an assessment of the planning application, and advise if further information is 
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required. Referral recommendations from council departments and external agencies 

(such as the EPA and VicRoads) may be required. A two-week notice period may also be 

required, where surrounding landowners are notified of the proposal and allowed to 

submit an objection / submission if they wish. 

▪ Decision – the responsible authority assesses the applications against the planning 

requirements and issues a permit or a refusal. The decision process will be extended if the 

application is taken to a council meeting for consideration, such as with larger scale 

development proposals or where a high number of objections are received. The planning 

officer may include mandatory conditions on the planning permit. The applicant or any 

objector may dispute any part of the planning permit at the Victorian Civil and 

Administrative Tribunal (VCAT).  

The timing of the planning process largely depends on the complexity of the development proposal. It is 

important to consider planning requirements early in the process, as there are several items that 

require a lengthy process, including the preparation and approval of a CHMP or an environmental audit.  

Although the planning process technically has a 60-day statutory timeframe for a decision to be made, 

realistically the planning permit process can take between 3 and 8 months, or longer. This timeframe 

does not take into account pre-application and preparation, post-approval (such as preparing 

documents to meet permit conditions) or VCAT timeframes. Delays can occur if council and/or a 

referral authority request further information, amendments to the proposal are required, or the 

application needs to be re-advertised (notice period).  

Timing of the decision can also be largely dependent on council capacity, where it is not uncommon for 

council staff to be under resourced, and therefore for statutory timeframes to lapse. 

Planning scheme amendment process  

The Act sets out rules and the process for planning scheme amendments, such as the rezoning of land 

or the implementation of precinct structure plans.  

A private party may instigate an amendment process for, say, the rezoning of land to permit otherwise 

prohibited development. However, the relevant Council must agree to a planning scheme amendment 

process and this decision is not appealable.  

A planning scheme amendment may precede a planning application, if required. The planning scheme 

amendment process is summarised in Table 26. This process is expected to take between 12 and 18 

months, although in practice can take much longer. As noted above, timing can be heavily dependent 

on council capacity which can be extremely limited in regional councils.  

TABLE 26 OVERVIEW OF THE PLANNING SCHEME AMENDMENT PROCESS 

Stage Process 

Requesting a planning scheme 
amendment and authorisation 

Any person or body can request that the planning authority (usually a 
council) prepare an amendment. A formal amendment request and fee 
is required to be provided to the planning authority. 
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If the planning authority agrees to the request, it must apply to the 
Minister for authorisation to prepare the amendment. 

Amendment documentation 

A planning authority must prepare documentation, including an 
Explanatory Report, Amendment Instruction Sheet, any new or 
replacement clauses and schedules and any supporting 
documentation. 

Public exhibition 

A planning authority must give notice that it has prepared an 
amendment (unless it is exempt) to every minister, public authority, 
municipal council, and owners and occupiers of land that may be 
materially affected by the amendment. 

Panel stage 

An independent panel appointed by the Planning Minister considers 
submissions made during public exhibition. This is not required if all 
submissions requesting changes are accepted by the planning 
authority. 

The panel must report its findings and recommendations to the 
planning authority 

Amendment adoption 
A planning authority can adopt (or abandon) an amendment, or part of 
it, with or without changes, taking into account the panel report and 
submissions. 

Amendment approval 

The planning approval must submit the adopted amendment to the 
Minister for Planning for approval. 

The notice of approval of the amendment is published in the 
Government Gazette. 

The Minister can approve a combined amendment and permit, if one is 
made. 

Other relevant legislation 

The Subdivision Act 1988 provides the legal framework for the subdivision and consolidation of land, 

the creation, variation and removal of easements, the management of common property and the 

creation of owner’s corporations.  

The Building Act 1993 and Building Regulations 2018 govern building activity in Victoria and regulate 

building construction, building standards and the maintenance of specific building safety features. They 

stipulate that all building work requires a building permit. 

Further information regarding planning permit requirements, amendment requirements, and policy 

considerations are outlined in the next section. 
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7.2 Planning considerations 

The Act provides for the preparation of Victoria Planning Provisions and planning schemes. A planning 

scheme is a statutory document that sets out the planning rules for the use and development of land in 

each local government area. It sets out the requirements for when a planning permit is required, and 

the relevant planning considerations for different development proposals, including the documentation 

required to accompany a planning application.  

The Planning Policy Framework (PPF), which includes both state and local level policy, guides where 

future development should be located, and influences the location of housing development. The policy 

includes consideration of regional growth plans and local housing and land supply strategies if council 

has prepared one. Land use strategies also take into considerations constraints such as environmental 

and landscape values, and may implement strict settlement boundaries to consolidate development.  

The PPF seeks to protect agricultural land and natural resources, encouraging urban consolidation. 

Generally, the policy focuses future growth in metropolitan Melbourne and regional cities, while 

encouraging sustainable development in regional centres such as those found in rural council areas. 

There are several housing typologies identified in the PPF, including growth areas (including PSP areas), 

peri-urban areas and coastal settlement.  

The zone, overlay and particular provisions in the planning scheme stipulate where a planning permit is 

required for land use and/or buildings and works approval, and the information and assessment criteria 

for different types of development proposals. In residential zones, the use of land for dwelling generally 

does not require a planning permit, however, a permit is required for subdivision that proposes smaller 

residential lots (e.g. less than 400 sqm), the construction of one dwelling on a lot (although this can be 

exempt for lots measuring more than 300 sqm unless specified otherwise), and the construction of two 

or more dwellings on a lot.  

Refer to Appendix B for a comprehensive overview of the policy and planning considerations relevant to 

proposals for dwellings and residential subdivision. 

Precinct Structure Plans (PSPs) 

As mentioned in the table at Appendix B, PSPs are implemented via the application of the Urban 

Growth Zone (UGZ). Its purpose is to manage the transition of non-urban land into urban land. Most 

PSPs are located within Melbourne’s designated growth areas, proximate to the urban growth 

boundary. However, they can also be applied beyond this area, and have been used as a tool for land 

use planning in rural council areas. The Streamlining for Growth Program has contributed to the 

development of PSPs in rural council areas. 

A PSP is a long-term strategic plan that describes how a precinct or a series of sites will be developed. 

They give developers, investors and local communities greater certainty and confidence about future 

development in growth areas. In the UGZ, a precinct structure plan must be prepared before non-urban 

land can be converted into urban land.  

PSPs can stipulate infrastructure requirements, such as roads, culverts and bridges. This infrastructure 

must be funded by the developer, or through a ‘Works-in-Kind’ agreement (see the following section on 

developer contributions).  
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PSPs provide permit exemptions for proposals that meet the Small Lot Housing Code. Specifically, a 

permit is not required to construct one dwelling on a lot with an area less than 300 square metres 

where a site is identified as a lot to be assessed against the Small Lot Housing Code via a restriction on 

title, and it complies with the Small Lot Housing Code. 

 

Rural residential development 

It is noted that in the Victorian planning context, rural residential development differs from other 

housing, where it is defined as “land in a rural setting, used and developed for dwellings that are not 

primarily associated with agriculture.”  

This typology is characterised by lots that are larger than typical residential lots, but that are usually too 

small for agricultural use. It is expected that rural residential development requires access to most of 

the normal services and infrastructure provided in urban settlements. Rural residential development 

should usually be located in the Low Density Residential Zone or the Rural Living Zone, where the 

requirements of Clause 54 and 55 do not apply, due to the low potential for adverse amenity impact on 

neighbouring properties. New rural residential development should be located in existing settlements 

where it can be supported by existing physical and community infrastructure and services. 

This housing typology is an important part of providing housing diversity and choice. However, it is also 

important to consider that it generates higher environmental, social and economic costs than standard 

residential development, and the risks of land use conflicts between agricultural activities and amenity 

expectations. The higher costs generally stem from the lack of precinct level planning associated with 

this housing typology, compared to growth area planning in PSPs. They can also lack necessary 

infrastructure requirements, such as reticulated sewerage – for example, the Low Density Residential 

Zone allows the absence of reticulated sewerage on lots where wastewater can be appropriately 

treated and retained. 

Documenting a proposal 

In preparing a planning application, it is common practice to engage various consultants, including a 

surveyor, civil engineer, architect, landscape architect, and consultants that specialize in planning, 

traffic engineering, environmentally sustainable design, stormwater management, waste management, 

bushfire risk and cultural heritage advisor. 

Supporting documents that may be required to accompany a planning application or stipulated on a 

planning permit condition might include a land management plan, cultural heritage management plan 

(CHMP), bushfire management plan, traffic management plan, waste management plan, or stormwater 

management plan.  

Some of these assessments, such as the CHMP, should be considered as part of the due diligence 

process, well in advance of the lodgement of a planning permit application as it is a prerequisite for the 

issue of a permit, and due to the lengthy timeframes for approval.  

For subdivision applications, a land surveyor prepares the Plan of Subdivision and submits it to the 

online planning portal ‘SPEAR’ for approval by the planning authority. Services design is prepared by an 

engineer, and this includes the design of roads, drainage, sewerage, electricity, lighting, gas, water and 

telecommunications. Other typical application materials include a subdivision concept plan, landscape 
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strategy, site context plan, staging plan, traffic report, drainage strategy, site servicing strategy, 

infrastructure plan, cultural heritage management plan and Clause 56 assessment. 

The following considerations should be taken into account when preparing a planning application for a 

residential proposal: 

▪ topography of the land (including ridgelines, landscape, geography, slope gradients and 

erosion areas)  

▪ road access  

▪ fire hazard  

▪ land liable to inundation by floodwaters  

▪ drainage lines and dams  

▪ any significant environmental features including habitat corridors, threatened species, 

wetlands and watercourses  

▪ vegetation category (scattered or patch, extent, risk status and ecological vegetation class), 

quality (habitat hectare assessment) and location 

▪ waterway values  

▪ land degradation (for example, salinity), land stability (land slip) or other erosion related 

hazards  

▪ soil capability  

▪ soil contamination with regard to past uses of the land  

▪ views  

▪ weather conditions including wind patterns  

▪ available infrastructure including power, water and telecommunications – the proposal’s 

social and physical infrastructure requirements and the community cost of providing these 

services should be documented 

▪ existing buildings and works  

▪ adjoining land uses and neighbouring buildings and works  

▪ any other matter relevant to the site and its environment 

Planning scheme amendments 

Planning considerations for planning scheme amendments related to housing include: 

▪ Strategy – whether the amendment is supported by planning policy. 

▪ Housing need – consideration of forecast increases in population and changes in 

household structure and composition, including understanding the demographic and 

housing needs of the area and likely future trends. 

▪ Location – the siting of potential residential rezonings. For identifying suitable land, a 

framework that utilises a broad range of location-specific criteria can be useful.  
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▪ Subdivision and design – whether the residential subdivision provides for high amenity and 

efficient infrastructure. 

7.3 Development levies and contributions 

In Victoria, Part 3B of the Act, amended by the Planning and Environment (Development Contributions) 

Act 1995 and the Planning and Environment (Development Contributions) Act 2004, provides councils 

with powers to use the following mechanisms for administering developer contributions through the 

planning system: development contribution plans (DCPs), infrastructure contributions (ICPs), Growth 

Areas Infrastructure Contribution (GAIC) and voluntary agreements. It is noted that ICPs and the GAIC 

are not relevant to areas comprising Rural Councils Victoria. 

DCPs are a form of user-pays development contribution plan that are used to fund various items of 

shared infrastructure including roads, stormwater, community infrastructure, and so on. DCPs must be 

incorporated into a planning scheme before infrastructure levies can be collected from new 

development. The Development Contributions Plan Overlay (DCPO) in the Victoria Planning Provisions 

(VPPs) gives effect to the DCP. The council is responsible for the collection and management of levies 

through a DCP, as per section 46Q of the Act. 

In the planning permit process, a condition on the planning permit would state the requirement to pay 

a development infrastructure levy in accordance with a DCP. In the case where a planning permit is not 

required, the collection of development infrastructure levies can be administered via an alternative 

method in the approved DCP, such as through the building permit process. 

ICPs were implemented for metropolitan greenfield growth areas in 2016. They are another form of 

user-pays development contribution plan. However, they are intended to simplify the process of 

designing the contributions plan utilised pre-set contribution rates rather than case-by-case cost 

estimates. ICPs can only be applied to land in a development setting specified in a Ministerial Direction, 

and cannot be applied to land where a DCP applies. Like a DCP, an ICP can only commence once it is 

incorporated into a planning scheme and the Infrastructure Contributions Overlay is applied to the ICP 

plan area. The granting of planning permits gives effect to an ICP. The contribution may consist if either 

or both a monetary component (pre-determined monetary rate) and land component. A 

supplementary levy may apply for non-standard infrastructure or costs, based on the development 

context. The Building Act 1993 and the Subdivision Act 1988 also include provisions for the 

implementation and administration of the ICPs.  

The GAIC is designed to fund essential State infrastructure in Melbourne’s growth areas (located 

outside Rural Councils Victoria). Charges are set at a fixed rate per hectare of land (and varies for 

different types of land) and is only imposed on land located in a designated contribution area. This area 

is targeted to municipalities located within the urban growth boundary. The GAIC is administered under 

Part 9B of the Act and the Taxation Administration Act 1997 (Vic).  

Works-in-Kind (WIK) agreements, outlined under section 46GX of the Act provide applicants with 

another option for infrastructure contribution in lieu of cash payments. A collecting agency may accept 

the provision of infrastructure by an applicant in part or full satisfaction of the monetary component of 

an infrastructure contribution under the DCP, ICP and GAIC. WIK provides developers with an 

opportunity to fast-track critical infrastructure that would otherwise be provided or funded by the 



 

SGS ECONOMICS AND PLANNING: RURAL VICTORIA HOUSING BLUEPRINT 87 

 

State. Developers often negotiate this process with councils, particularly in greenfield contexts or 

where a PSP applies. 

Voluntary agreements allow landowners, the council and other parties to freely negotiate agreements 

for the provision of infrastructure, at the time a development proposal is considered. The agreement 

can be used to place an obligation on the parties to provide infrastructure and/or pay for infrastructure. 

It can be formalised via Section 173 of the Act. 

Contributions for public open space are required under Clause 53.01 (Public open space contribution 

and subdivision) of the planning scheme, where stipulated by the council. It only applies to subdivision 

applications and requires contributions for public open space. The amount required is specified in the 

schedule to the clause (being a percentage of the land intended to be used for residential, industrial or 

commercial purposes, or a percentage of the site value of such land, or a combination of both).  

Proposed developer contributions 

The Victorian Planning Authority (VPA) is currently working on two projects to simplify the way financial 

contributions towards local infrastructure are identified and to help improve how existing contributions 

plans are implemented. 

The Regional DCP Toolkit is a collaboration with 16 regional councils, some of which are part of Rural 

Councils Victoria. It is a local government-led regional collaboration supported by the VPA, to 

implement existing DCPs through the Regional DCP Toolkit project. The Toolkit could result in future 

actions of individual councils, the collective group of councils and possible future state collaboration 

efforts to improve how DCPs are planned and delivered in regional Victoria. 

The Regional Infrastructure Contributions Plan project is a strategy for a new and improved way for 

councils to collect contributions. The Victorian Government has committed to introduce the 

Infrastructure Contributions Plan (ICP) system in three development settings – metropolitan greenfield 

growth areas, regional greenfield growth areas (Regional ICP) and strategic development areas – to 

replace the current Development Contributions Plan (DCP) system.  

Existing DCPs already operating within Planning Schemes will not be affected by the development of the 

new regional ICP. 

On 24 February 2021, the Minister for Planning issued a new Ministerial Direction on the Preparation 

and Content of ICPs under section 46GJ of the Planning and Environment Act 1987 (the Act) and 

reporting requirements for ICPs under section 46GZI of the Act. However, these directions relate only 

to Melbourne’s growth areas at this stage. 

Developer contributions in Rural Councils Victoria 

The table at Appendix C provides a summary of the council areas comprising Rural Councils Victoria that 

have adopted a DCP and/or contributions for public open space via Clause 53.01 of the planning 

scheme. 

In the council areas comprising Rural Councils Victoria, there are currently five councils that have 

adopted a Development Contribution Plan: Baw Baw, East Gippsland, Macedon Ranges and Mitchell. In 

addition, 15 of the 38 councils comprising Rural Council Victoria collect contributions for open space via 

Clause 53.01 (Public open space contribution and subdivision). 
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7.4 Challenges for infrastructure provision  

A shared characteristic across rural communities is the limited capacity of councils to invest in forward 

infrastructure to enable supply of additional housing. 

Urban growth in rural municipality settings can be significant in relative terms, that is, compared to the 

existing urban footprint.  However, in comparison with metropolitan expansion areas, the quantum of 

growth in absolute terms is typically lower and spread over a longer take up period.   

Furthermore, rural growth areas, with some exceptions, tend to be less self-contained in infrastructure 

terms.  This means that the usage catchment of new trunk and higher order infrastructure required for 

expansion areas will typically overlap with established urban areas. 

These distinguishing features pose challenges for rural Councils dependent on DCP levies and similar 

contributions to fund the infrastructure to support urban growth.   

The first challenge flows from the strict user pays discipline which underpins the DCP system.  Costs 

must be apportioned according to share of usage.  To the extent that part of the user catchment for 

higher order infrastructure is within the established urban footprint, the Council will face a gap 

between the cost of the works and collections from development contributions.   

This gap will have to be filled from other sources such as general rate revenue.  In a rate capping 

environment, this is problematic.   

The second challenge relates to financing risk.  Even if the usage catchment for the higher order 

infrastructure is fully contained within the expansion precinct in question, development of the area may 

take many years if not decades to complete.  While the DCP funding stream to pay for the 

infrastructure may stretch over a long period, it is often necessary to build all or part of this expensive 

infrastructure early in the development time frame. 

On occasion, it may be possible to persuade an early developer to take on the ‘banker’s role’.  That is, 

the early developer would agree to finance the additional infrastructure capacity over and above the 

usage share attributable to their project in return for receipt or ‘pass through’ of future development 

contributions in the area.  Melbourne Water and some regional water corporations sometimes apply 

this approach. 

But such arrangements are uncommon for local government infrastructure and very rare in rural 

settings.  In any case, there is no statutory obligation on developers to do anything more than pay their 

share of costs according to projected share of usage. 

If Councils take on the banker’s role, they can mitigate the financial risks somewhat by building an 

interest rate loading into DCP levies which is a sanctioned option under the State Government’s DCP 

Guidelines.  Where costs are front loaded and revenues are back loaded, as occurs with threshold or 

trunk infrastructure, this will have the effect of pushing up DCP levies.  But this, in turn, could be 

counterproductive.  Higher levies to compensate Council for its implicit borrowing costs might 

discourage/slow down development which, could, in fact, worsen Council’s financing risk. 

Even if Council were willing to take on this financing risk, it may not have the standing asset and 

revenue capacity to fund the initial infrastructure investment to enable the expansion area to get 

started.  That is, with rate capping, borrowing limits and generally very tight year on year budgets, 
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many Councils will simply not have the funds to make the strategic investments required to direct the 

growth of their towns and cities in desired ways, and to generate the economic development that will 

come with it. 

On the face of things, there is a case for State and Commonwealth Government underwriting of the 

threshold infrastructure required to support preferred growth and development of regional cities and 

towns.  This could be by way of grants or low/no interest loans to cover the funding gaps and financing 

risks outlined above. 

7.5 Government programs and policy for social and affordable housing 

The Victorian Government is bolstering the supply of affordable housing in Victoria through a number 

of initiatives, led by Homes Victoria. The initiatives are supported by State level policy, such as Clause 

16.01-2S (Housing affordability) of the Planning Policy Framework, which directs the supply of 

affordable housing to be located in suburbs and activity centres. 

Victoria’s Big Housing Build program  

Homes Victoria is delivering the Victorian Government’s Big Housing Build program. Its purpose is to 

renew and substantially expand the existing $26 billion worth of housing assets managed by Homes 

Victoria. The program includes a guaranteed spend of 25 per cent of the $5 billion program or over 

$1.25 billion in regional areas, including guaranteed minimum investment in Bass Coast, Baw Baw, 

Golden Plains, Macedon Ranges, Moorabool and Surf Coast, Swan Hill. There are several funding 

components of the Big Housing Build program, as follows: 

Social Housing Growth Fund 

▪ A total of 4,300 new social housing dwellings are proposed to be developed through this 

fund. The housing projects are to be led by innovative partnerships between the Victorian 

Government, community housing sector, private developers, not for profit organisations 

and local government. 

▪ There are two distinct programs: New Rental Developments, which provides funding to 

lease new dwellings from the private sector (recurrent funding); and Build and Operate, 

which focuses on the construction of new social and affordable homes. The latter will 

involve regular competitive funding rounds.  

▪ The first round of grant funding provides grants to Community Housing Agencies for 

‘shovel-ready’ development and construction projects for new social housing dwellings, in 

Metropolitan Melbourne and regional areas.  

▪ A streamlined approach for projects funded under the Big Housing Build program and/or 

carried out by or on behalf of the Director of Housing has been created to accelerate 

planning approvals for social and affordable housing, and to ensure the dwellings are 

appropriately provided, designed and located. Applications are administered by the 

administered by the Minister for Housing and the Treasurer, rather than councils, although 

councils and local communities will be part of the consultation process. This streamlined 

process is enabled through Clause 52.20 (Victoria’s Big Housing Build) and Clause 53.20 

(Housing by or on behalf of the Director of Housing). 
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Social Housing Pipeline program  

▪ This program includes the increase in supply of social housing on vacant or under-used 

(surplus) land owned by the Director of Housing (state-owned) across Melbourne and 

regional Victoria. The three-year pilot stage led by DELWP (Inclusionary Housing Pilot 

program) takes place across over 50 sites in western Melbourne and Geelong suburbs. It 

will be followed by a rollout in other parts of the state. The projects are delivered through 

partnerships between developers, the community and local councils. 

Other separately funded components of the Big Housing Build program include: 

▪ Loan guarantee program for Housing Agencies – provides $1.1 billion in low interest loans 

and government guarantees to registered housing associations, commencing in 2017-18, 

so they can expand their stock of social housing and reduce financial risk. 

▪ Victorian Homebuyer Fund – provides shared equity opportunities for first home buyers. It 

will provide $500 million to help households buy a home through a shared equity 

arrangement with the household, by reducing the size of the deposit required.  

▪ Build-to-rent (BTR) sector – encourages the development of BTR dwellings by providing a 

50 per cent land tax discount for new developments (available from 2022 until 2040), and 

a waiver of up to 50 per cent of land transfer duty for households buying a new residential 

property with a dutiable value of up to $1 million (and a 25 per cent reduction for 

households buying an established property). 

Delivering social housing as an affordable housing contribution 

The Act was amended in 2018 to include specific sections relating to housing affordability. These 

sections contain: 

▪ A new objective under section 16, “to facilitate the provision of affordable housing in 

Victoria”. 

▪ Changes that clarify that Responsible Authorities can enter into an agreement with 

landowners and others under section 173 of the Act, for the provision of affordable 

housing as part of a development. 

▪ A definition of affordable housing at section 3AA of the Act: 

(1) Affordable housing is housing, including social housing, that is appropriate 

for the housing needs of any of the following -  

(a) very low income households 

(b) low income households 

(c) moderate income households  

Based on current legislation and as set out in the Planning Practice Note 3AA (2), the Department of 

Environment, Land, Water and Planning (DELWP) currently seeks the use of a Section 173 Agreement as 

the preferred method of securing affordable housing. 

Other government programs for housing development 
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The Streamlining for Growth Program led by the Victorian Planning Authority (VPA), is a State funded 

initiative that has operated since 2016. Its purpose is to provide support and capacity building for 

councils for different types of strategic proposals relating to residential and employment land 

development, in both metropolitan and regional areas. The program is eligible for areas that have 

population growth pressures and shortages in housing or jobs, and projects that can accelerate the 

delivery of residential and employment land. Current and past residential projects located in rural areas 

include: 

▪ Alpine: Funding grant and VPA project establishment assistance to prepare a PSP and 

unlock 10-year supply of land currently zoned GRZ yet restricted due to a legacy DPO. 

▪ Southern Grampians: This project funds the development of a joint housing strategy to 

unlock land for residential development in close proximity to employment. 

▪ Ararat: The project funds the development of a strategic master plan to guide growth, 

identify potential uses, explore commercial and residential activity, expand parking 

capacity, identify pedestrian links and provide design guidance for the Ararat Railway 

Precinct 

▪ Corangamite: This project funds the development of a joint housing strategy to unlock land 

for residential development in close proximity to employment. 

7.6 Summary and conclusions 

This section has summarised the requirements of the development process, with particular focus on 

the planning application process, and the requirements relating to developer contributions. It has also 

looked at current government programs relating to social housing investment. 

The following observations have been made by analysing the planning process and policy context 

relevant to rural council areas: 

▪ The Planning Policy Framework, including both state and local level policy, directs new 

housing development to existing urban areas, with higher density development 

encouraged in activity centres. These siting guidelines may limit where future housing is 

located in rural areas. 

▪ Rural residential development differs from standard housing located in residential zones 

and provides different lifestyle opportunities with housing located on larger lots and a less 

consolidated urban setting. However, it is generally more costly than standard housing 

development from an environmental, social and economic perspective.  

▪ Developing on non-urban land or greenfields is a costly and time consuming endeavour, 

with many infrastructure requirements and land management considerations. This is 

particularly evident in PSP areas, where the UGZ applies. Conversely, the lack of a PSP may 

create greater uncertainty for developers in regard to infrastructure requirements and 

government expectations for the siting of future housing development. PSPs are commonly 

used as a strategic planning tool in the urban growth areas surrounding Metropolitan 

Melbourne, with less frequency of its use in rural council areas. The Streamlining for 

Growth Program has contributed to the development of PSPs in rural council areas. 
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▪ Limited capacity in regional councils can result in extended timeframes for the processing 

and assessment of planning permits and planning scheme amendments.  

▪ From a developer’s perspective, the lack of clear planning guidance increases financial risk, 

where the understanding of the process, realistic timeframes, levies and costs imposed, 

and the required technical information are crucial.  

▪ Victoria’s Big Housing Build program supports the development of social housing in 

partnership with registered housing associations, including in regional areas. There is also 

guaranteed spend for some councils comprising Rural Council Victoria. The streamlined 

process and funding support makes it easier for housing agencies to develop new social 

housing dwellings. The Planning Policy Framework supports the development of social and 

affordable housing in accessible locations such as existing suburbs and activity centres. 

Rural councils can take advantage of the program’s opportunities to develop on suitable 

council surplus land, and form partnerships with registered housing associations.  
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8. Market outcomes 

This chapter analyses stock availability, vacancy rates, rents and purchase price 
trends in rural Victoria. These are the key indicators for how local housing markets 
are performing, which tells the story of housing market outcomes.  

8.1 Rental affordability 

A review of rural councils was undertaken using SGS’ Rental Affordability Index (RAI) to assess rental 

affordability across the various categories of councils in the RCV region.  

The RAI provides an indicator of rental affordability relative to household incomes. The RAI is a valuable 

tool for quantifying the rental affordability challenge in a way that brings out nuances between places 

and highlights the experiences of disadvantaged households. 

The RAI analysis reveals affordability trends in the rental market, with a particular focus on low-income 

households. Rental affordability concerns a growing and already large proportion of Australians as 

households increasingly face constraints to purchasing their first house. Renting households on average 

have lower-incomes, and therefore affordability issues affect renting households more than 

homeowners. 

A RAI score of 100 indicates households are paying 30 per cent of income on rent, suggesting that these 

households are at the critical threshold level for housing stress. A RAI score less than 100 indicates 

households are experiencing housing stress. The range of index scores and relative levels of 

unaffordability are summarised in Figure 34. 

Housing stress is experienced by households where housing costs exceed 30 per cent of a low-income 

household’s gross income (i.e. the lowest 40 per cent of households across all income bands). That is, 

housing is unaffordable and housing costs consume a disproportionately high amount of household 

income, which makes paying for necessities such as food, utilities and medication a challenge. Rental 

affordability is calculated using the following equation:  

RAI = (Income/qualifying income)*100.  

Qualifying income refers to the income required to pay rent where rent is 30% of income. 

It is noted that there are some gaps in the RAI, where there is unavailable data as shown in Figure 35. 

These areas have been excluded from the analysis of rural council areas. 
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FIGURE 34: RENTAL AFFORDABILITY INDEX AND SEVERITY OF RENTAL UNAFFORDABILITY 

 

Source: SGS Economics & Planning, 2020 

FIGURE 35: RENTAL AFFORDABILITY INDEX, VICTORIA 

 

 

Source: SGS Economics & Planning, 2021 
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Indicative average RAI scores for the different housing typologies in rural Victoria are summarised in 

Table 27. These scores are based on an average rental household gross income of $69,700. These can 

be compared to the RAI scores for regional centres (also based on an average gross income of $69,700) 

and the Melbourne metropolitan region (based on an average gross income of $97,000) in Table 28.  

The RAI results indicate that communities are generally experiencing moderately unaffordable to 

acceptable rental affordability in all rural, regional and metropolitan areas shown in Table 27 and Table 

28, with the lowest score attributed to Geelong (accommodating moderately unaffordable rents), and 

the highest score attributed to metropolitan Melbourne (accommodating acceptable rents).  

The high level of affordability in metropolitan Melbourne suggests there is significantly greater housing 

choice with a diverse range of housing typologies and price points. On average, rental affordability 

levels are the same across the typologies in the RCV region and regional centres, with an average score 

of 124, indicating acceptable rental affordability. In the RCV region, archetypal rural and Peri-Regional-

Urban score the highest level in rental affordability, while Peri-Metro-Urban scores the lowest.  

The average rental household in regional Victoria has a gross income of $69,700 per annum. With a RAI 

score of 121, rental affordability in regional Victoria has marginally increased in the last 12 months but 

rents remain just within acceptable levels. The average rental household seeking to rent in regional 

Victoria faces rent levels at around 24 per cent of its total income if renting at the median rental rate. 

Fringe area commuter cities and towns in the Macedon ranges such as Woodend have remained 

unaffordable. Bannockburn, Torquay, and Ocean Grove along the Surf Coast are also moderately 

unaffordable to unaffordable. Notable changes in affordability, which occurred gradually over the past 

year, include decreasing affordability in the core areas of regional centres, such as Geelong, Bendigo, 

Ballarat, and Shepparton. Conversely, the effects of the COVID-19 pandemic can be seen in improved 

affordability in the second quarter of 2020, particularly in coastal towns such as Ocean Grove, Torquay, 

and Warrnambool. 

The average rental household in Greater Melbourne has a gross income of $97,000 per annum. With a 

RAI score of 140 in the June quarter of 2020, Greater Melbourne has increased in affordability. The 8.9 

per cent increase in RAI score over the past 12 months has almost entirely been driven by the decline in 

rents in the second quarter of 2020, caused by the onset of the COVID-19 pandemic. The average rental 

household seeking to rent in Greater Melbourne faces paying around 22 per cent of its total income if 

renting at the median rate. This is considered acceptable.  

Spatially, however, the change has not been even across Greater Melbourne with some areas 

remaining or becoming unaffordable while others have become acceptable or affordable.   
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TABLE 27: AVERAGE RAI SCORE BY RURAL HOUSING TYPOLOGY 

Typology Average RAI Score 

Archetypal Rural 128 

Peri-Metro-Urban 119 

Peri-Regional-Urban 127 

Tourism 122 

Source: SGS Economics & Planning, Rental Affordability Index 2021 

TABLE 28: AVERAGE RAI SCORE FOR MELBOURNE AND REGIONAL CENTRES 

Typology Average RAI Score 

Metropolitan Melbourne  140 

Geelong 107 

Bendigo 122 

Ballarat 123 

Shepparton 138 

Warnambool 122 

Wodonga 115 

Horsham 142 

Source: SGS Economics & Planning, Rental Affordability Index 2021 

8.2 Rental vacancies 

Rental vacancies were compared across the rural housing typologies in the RCV region and regional 

Victoria using ABS Census data. Figure 36 and Figure 37 show vacancies as a percentage of dwellings 

from a given Census year, which includes a count of temporarily unoccupied dwellings.  

Overall, vacancy rates are higher in the RCV region than the rest of regional Victoria. Vacancy rates have 

consistently been highest in the tourism rural typology, with the lowest vacancy rates in Peri-Regional-

Urban areas. This indicates the prevalence of short-term accommodation in tourism areas, which can 

place significant upwards pressure on the price of private market rental stock.  

Looking at dwelling structure, vacancy rates are highest in high density housing typologies across rural 

and regional areas, except Peri-Regional-Urban.  
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FIGURE 36: TOTAL VACANCY RATES BY REGIONAL VICTORIA AND RURAL ARCHETYPAL TYPOLOGIES, 2006, 2011 
AND 2016 

 

Source: SGS Economics & Planning, 2021 

FIGURE 37: TOTAL SHARE OF VACANCY RATES BY DWELLING STRUCTURE, 2016 

 

Source: SGS Economics & Planning, 2021 

8.3 Comparative analysis of dwelling price movements 

House prices have been steadily increasing across Victoria, with the highest house and unit prices being 

in Melbourne. 
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Median sale prices for houses and units in regional Victoria have seen a steep increase between 2020 

and 2021 as shown in Figure 38 and Figure 39, however, they are still lower than in metropolitan 

Melbourne by approximately $560,000 for houses and $320,000 for units (ABS 2021). This trend of 

increasing house prices in regional areas is attributed to the COVID-19 pandemic, which saw greater 

population movement between metropolitan and regional areas. 

Figure 40 and Figure 41 show median house prices for Victoria, Metropolitan Melbourne, Regional 

Centres (Geelong, Greater Bendigo, Ballarat, Greater Shepparton, Warrnambool, Wodonga, and 

Horsham), and the four rural typologies (Archetypal Rural, Peri-Metro-Urban, Peri-Regional-Urban and 

Tourism).  

House and unit prices are cheapest in Archetypal Rural areas, and most expensive in Peri-Metro-Urban 

areas. Median house and unit prices for Regional Centres are in the same range as rural areas. There is 

a greater difference of unit prices between Metropolitan Melbourne and rural areas than for house 

prices, indicating units are relatively more affordable in regional and rural areas.  

FIGURE 38: MEDIAN HOUSE AND UNIT PRICES, REGIONAL VICTORIA, 2017-2021 

 

Source: The Real Estate Institute of Victoria Ltd, 2021 
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FIGURE 39: MEDIAN HOUSE AND UNIT PRICES, METROPOLITAN MELBOURNE, 2017-2021 

 

Source: The Real Estate Institute of Victoria Ltd, 2021 

FIGURE 40: MEDIAN HOUSE PRICES IN VICTORIA AND RCV REGION TYPOLOGIES, 1990-2020 

 

Source: Department of Environment, Land, Water & Planning 2021 

 

0

100,000

200,000

300,000

400,000

500,000

600,000

700,000

800,000

1990 1995 2000 2005 2010 2015 2020

M
ed

ia
n

 h
o

u
se

 p
ri

ce

Victoria Metropolitan Melbourne Regional Centres

Archetypal Rural Peri-Metro-Urban Peri-Regional-Urban

Tourism



 

SGS ECONOMICS AND PLANNING: RURAL VICTORIA HOUSING BLUEPRINT 100 

 

FIGURE 41: MEDIAN UNIT PRICES IN VICTORIA AND RCV TYPOLOGIES, 1990-2020 

 

Source: Department of Environment, Land, Water & Planning 2021 

8.4 Summary and conclusions 

This section has assessed the available data relating to rental affordability, vacancy rates and housing 

prices. Overall, regional and rural areas offer cheaper housing options than in Metropolitan Melbourne.  

In rural areas, the price points for rentals and for purchasing a house or unit are cheapest in the 

Archetypal Rural area typologies and most expensive in the Peri-Metro-Urban areas. Based on median 

income levels, rural areas scored ‘Acceptable’ using the Rental Affordability Index.  

Vacancy rates are overall higher in rural areas than regional but have consistently been highest in the 

Tourism rural typology, which indicates the prevalence of short-term accommodation in Tourism areas.  

Median house and unit prices in regional areas are generally within the same range as the four rural 

housing typologies. Median sale prices saw a sharp increase between 2020 and 2021 in both 

Melbourne and Regional Victoria, which is attributed to the COVID-19 pandemic. 
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9. Economic and social outcomes 

Housing supply difficulties pose a broad range of consequences. This chapter aims 
to provide an estimate of the economic consequences of housing supply difficulties 
using an Input-Output model. However, as the consequences of housing supply 
difficulties are multi-faceted there is a social aspect to their impacts .  

9.1 Overview 

Economic impacts 

Limited supply of housing results in increased competition for vacant rental stock, and upwards 

pressure on rental prices as a result. This in turn may increase the proportion of income households 

spend on rent, increasing rental stress.  

Low housing stocks are a barrier for getting the workforce needed in rural areas.21 22 One of the factors 

that are important for drawing labour to regional areas is the availability of housing. Not just the 

availability of housing, but the availability of suitable housing (in terms of size, location, price etc). The 

lack of housing has a flow-on negative impact on the region’s economy. This is due to a lack of required 

workers to fill the jobs needed to produce goods and services, as they have nowhere to reside. 

The job shortages resulting from housing supply difficulties have a knock-on effect on a region’s 

economic performance. Firms will experience lower levels of revenue and there is also an increased risk 

of bankruptcy for businesses because of a lacking housing creating skill shortages. The longer-term 

consequences result in businesses becoming reluctant to locate in regional areas, given the difficulties 

in attracting workers due to the lack of housing supply. This has a negative impact upon LGA revenues 

which generate incomes from property taxes. Reduced local government revenues reduce the ability of 

councils to provide the needed amenities for economically and socially vibrant communities. 

Social consequences 

There are a broad range of social consequences of housing supply difficulties. As mentioned above, 

decreasing availability of housing increases competition for existing housing stock. This results in 

increased prices which in turn reduces the affordability of housing. Lower levels of affordable housing 

increase the risk of experiencing homelessness. RCV LGAs have seen an increase in rental stress and 

persons experiencing homelessness (see Section 4.5).  

The lack of housing increases the risk of social exclusion for low-income households. When housing 

becomes more expensive it acts as a barrier for low-income households, forcing them to relocate 

 

21 RCV, 2018, Rural Workforce Development Plan 
22 https://www.premier.vic.gov.au/new-farm-accommodation-plan-boost-workforce 

https://www.premier.vic.gov.au/new-farm-accommodation-plan-boost-workforce
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further from services and amenities. This reduces the capacity of individuals to participate within the 

local community, which can lead social exclusion. 

Housing supply difficulties can lead to poorer mental and physical health outcomes. The limited 

availability of appropriate housing pushes households into sub-standard accommodation. This exposes 

individuals to factors which have a negative impact on physical and mental health23. Research shows 

that the experience of homelessness can increase the risk of chronic health conditions and mortality. 24  

Whilst mental illness is both a cause and consequence of the experience of homelessness, there is an 

association between increasing housing unaffordability and mental illness. Between 2016 and 2018 

there has been a 23 per cent increase in people who identify as having a mental illness seeking housing 

assistance25. 

Lack of affordable housing has intergenerational effects. Children who experience homelessness are 

more likely to be homelessness in their adult years26. In addition, they are more likely to have poorer 

educational and health outcomes, which can limit their ability to fully participate within community. 

This has negative implications for RCV members, given the need for young people to replace the ageing 

workforce across the region. Neglecting to address housing supply could create a future workforce 

shortage issue for RCV regions. 

9.2 Modelling Framework 

To estimate the impacts of housing under-supply we used an economic impact assessment modelling 

framework. An economic impact assessment (EIA) is utilised to estimate the economic impact of the 

stimulus generated by a project which results in changes to total economic activity levels after 

measuring the cumulative effects of all the buyer/supplier transactions. For this project, the EIA 

assesses the impact of housing supply difficulties on the regional economy. 

To assess the economic impact of housing supply difficulties we use an Input-Output (I-O) analysis. I-O 

analysis is a simplified method for simulating the impact of a ‘shock’ (both positive and negative) on a 

regional economy. It represents a static economy where production functions are assumed to be 

constant, and markets adjust instantly with no capacity constraints. This typically results in an 

overestimate of the impact. Nevertheless, I-O analysis is a well-recognised and accepted method for 

making rapid assessments of economic impacts. 

More accurate simulation of impacts can be achieved through Computable General Equilibrium (CGE) 

modelling, which captures the dynamic and temporal nature of the economy. 

 

23 Central Victorian Primary Care Partnership, 2020, Housing Crisis in Rural Victoria – effects on mental and 
physical health 
24 Muir, K., Martin, C., Liu, E., Kaleveld, L., Flatau, P., Etuk, L., and Pawson, H. 2018. Amplify 
Insights: Housing Affordability & Homelessness. Centre for Social Impact, UNSW Sydney 
25 IBID 
26 Flatau, P., Thielking, M., MacKenzie, D. and Steen, A. with Bauskis, A. and Nolan, K. (2015) The 
Cost of Youth Homelessness in Australia Study Snapshot Report 1: The Australian Youth 
Homelessness Experience. Perth, Centre for Social Impacts, University of Western Australia. 
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The assessment identifies housing supply difficulties through forgone jobs, translated through multiple 

rounds of transactions into overall changes in regional economic measure: 

▪ Value-added to gross regional product (GRP). This is a measure of the income generated, including 

wages, profits and taxes. 

The basic steps in undertaking an EIA include: 

▪ Isolating how forgone jobs affects the regional economy (direct impacts). 

▪ Generating region-specific econometric models and subsequently deriving economic multipliers for 

major regional industry groups. 

▪ Applying these multipliers (by relevant industry group) to the direct impacts to estimate total 

regional impacts in terms of regional (output) value-added and employment using an Input-Output 

model. 

The model examines how forgone jobs affects the economy through all the upstream and downstream 

linkages. The assessment traces all the flow-on effects – ‘production’ and ‘consumption’ induced effects 

- in the local / regional economy, to estimate the direct and indirect effects of the forgone jobs 

resulting from housing supply difficulties. 

Estimating forgone jobs 

The input we use for the I-O model is forgone jobs converted into forgone expenditure. Forgone jobs 

are estimated by converting dwelling to jobs using ABS Census data. That is converting the 5,800 

dwellings demanded into jobs. TABLE 29 shows the jobs to dwelling ratio for the RCV LGAs and by 

typology. For the RCV region the jobs to dwellings ratio is 0.8 which means for every dwelling there is 

0.8 jobs in the RCV LGAs. The job to dwelling ratio is higher for Peri-Metro-Urban LGAs and lower for 

Archetypal LGAs.  

TABLE 29: JOBS TO DWELLING RATIO BY TYPOLOGY 

 RCV region 
Archetypal 
Rural 

Peri-
Metro-
Urban 

Peri-
Regional-
Urban 

Tourism 

Jobs 306,000 130,000 96,000 47,400 32,500 

Dwellings 367,600 171,000 95,600 56,600 53,500 

Job to dwellings ratio 0.81 0.76 1.0 0.83 0.60 

Source: ABS Census 2016 

The total number of jobs is broken down into the different ANZSIC 1-digit industries based on the 

employment industry profile based on ABS data. Therefore, the jobs forgone follow the broad 

employment industry of the RCV LGAs. The employment industry profile is shown in TABLE 30. The SGS 

model produces estimates of economic impacts for the whole RCV LGAs and the four types in the 

typology scenarios. 
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TABLE 30: RCV LGAS EMPLOYMENT INDUSTRY PROFILE 

1-Digit Industry Classification RCV region 
Archetypal 
Rural 

Peri-Metro-
Urban 

Peri-
Regional-
Urban 

Tourism 

Agriculture, Forestry and Fishing 12.1% 18.3% 5.0% 11.7% 8.7% 

Mining 0.8% 1.1% 0.6% 0.4% 0.5% 

Manufacturing 8.6% 7.7% 7.9% 12.3% 8.7% 

Electricity, Gas, Water and Waste 
Services 

1.3% 1.3% 1.3% 1.1% 1.4% 

Construction 9.6% 7.9% 12.3% 8.4% 10.0% 

Wholesale Trade 2.4% 2.3% 2.9% 2.2% 2.1% 

Retail Trade 9.7% 9.7% 9.3% 10.3% 10.6% 

Accommodation and Food 
Services 

7.0% 6.7% 6.1% 7.1% 10.4% 

Transport, Postal and 
Warehousing 

4.6% 4.1% 5.9% 4.1% 3.5% 

Information Media and 
Telecommunications 

0.9% 0.6% 1.2% 0.8% 1.0% 

Financial and Insurance Services 1.6% 1.2% 2.4% 1.3% 1.3% 

Rental, Hiring and Real Estate 
Services 

1.1% 0.8% 1.4% 1.0% 1.5% 

Professional, Scientific and 
Technical Services 

4.2% 3.3% 5.6% 3.9% 4.3% 

Administrative and Support 
Services 

2.8% 2.5% 3.0% 2.6% 3.7% 

Public Administration and Safety 6.3% 6.0% 7.4% 5.4% 5.2% 

Education and Training 8.5% 8.0% 9.7% 8.1% 7.9% 

Health Care and Social Assistance 13.2% 13.6% 12.1% 14.1% 13.4% 

Arts and Recreation Services 1.6% 1.3% 1.8% 1.4% 2.5% 

Other Services 3.8% 3.6% 4.1% 3.8% 3.4% 
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Source: ABS Census 2016 

9.3 Assessed Economic Impacts 

Economic impacts are generated through forgone jobs, which reduce the potential output and value 

added for firms in the region, driving flow-on effects through a region’s economy. 

The outcomes are measured at a high level by changes in real gross regional product (GRP) in terms of 

value-added. GRP is a commonly used measure of the net output of an economy (that is, the total 

output minus operational inputs).  

Three scenarios are used to provide indicative estimates of not providing a certain of level of the 

housing demand. The SGS housing demand model estimated the RCV LGAs need 5,800 dwelling each 

year. The three scenarios of housing shortfall are: 

▪ housing supply falls short by 10 per cent  

▪ housing supply falls short by 33 per cent 

▪ housing supply falls short by 50 per cent 

9.4 Results 

FIGURE 42 shows the economic impacts for RCV councils based on the three housing supply shortfall 

scenarios. If housing supply falls short by 10 per cent forgone GRP would be $200m, and $1bn if 

housing supply falls short by 50 per cent. This equates to 0.5 per cent to 2.7 per cent of the RCV LGAs 

output. 

FIGURE 42: IMPACTS FOR RCV LGAS – FORGONE GRP, 2036 
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Source: SGS Economics and Planning, 2021 

FIGURE 43 breaks down the impacts by industry for the RCV LGAs. The top 5 industries that experiencing 

the negative impact of housing under-supply are agriculture, forestry and fishing, manufacturing, 

construction, education and training and the rental, hiring and real estate industries.  

FIGURE 43: IMPACTS ON RCV LGAS BY INDUSTRY, 2036 

 

Source: SGS Economics and Planning, 2021 

The economic impact of housing undersupply varies by LGA. The industry structure of each typology 

means multiplier effects could have a greater impact for some areas.  
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FIGURE 44: IMPACTS FOR ARCHETYPAL RURAL LGAS, 2036 

 

Source: SGS Economics and Planning, 2021 

For the Peri-Metro-Urban LGAs, the impact of housing undersupply is much larger than for Archetypal 

Rural LGAs. This is despite there being a greater number of LGAs classified as Archetypal Rural than 

Peri-Metro-Urban. A key insight from this analysis is that negative economic impact increases as 

housing undersupply grows. 

FIGURE 45:  IMPACTS FOR PERI-METRO-URBAN LGAS, 2036 

 

Source: SGS Economics and Planning, 2021 
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Figure 46 shows the impacts for the Peri-Regional-Urban LGAs. The impact size is small in terms of 

dollar value, but the impact increases disproportionately as under-supply increases. In comparison, in 

Archetypal Rural LGAs forgone GRP is 1.6 times more when housing under-supply is 50 per cent than 

when it is 10 per cent. This suggests housing under-supply has large impacts for Peri-Regional-Urban 

LGAs. 

FIGURE 46: IMPACTS FOR PERI-REGIONAL-URBAN LGAS, 2036 

 

Source: SGS Economics and Planning, 2021 

FIGURE 47 shows the impacts of housing under-supply for Tourism Focussed LGAs. The indicative 

estimates suggest housing under-supply could reduce economic output by $20m to $100m.  
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FIGURE 47: IMPACTS FOR TOURISM LGAS, 2036 

 

Source: SGS Economics and Planning, 2021 

Limitations of EIA 

Though a cost-effective and widely used technique for economic impact analysis, I-O modelling has 

some limitations, as follows. 

▪ The model assumes relationships between industries are static over the forecast period. That is, 

productivity improvements are not factored in, and historic relationships are assumed to hold. 

▪ The I-O model derives relationships between industries using total production estimates. 

Consequently, the relationships are ‘average’, whereas the stimulus used as an input is ‘marginal’. 

Such an approach does not account for any ‘underutilised capacity’ at the industry level or 

additional economies of scale that might ensue, as production expands from its existing base. 

▪ The model assumes that there are no supply constraints. A drawback is that the model does not 

consider the ‘crowding out’ of other sectors. The fact is that there are scarce resources in an 

economy. Especially in the case of large construction projects, there may be impacts in terms of 

availability of labour. 

▪ A feasible alternative to using I-O modelling for economic impact assessments is to utilise partial or 

general equilibrium econometric models. These models are considerably more expensive to 

develop. 

▪ EIA does not assess the merits of the project but traces how project implementation influences 

overall economic activity levels over time, such as in terms of jobs creation and income generation. 

The CBA is the better indicator of whether the project is beneficial from a community perspective. 

▪ The capital expenditure of studio is slightly above the recommended threshold for an EIA, if capital 

expenditure exceeds the costs used in this report the economic impacts maybe less than those 

estimated in this report. 
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9.5 Summary and conclusions 

There are a range of economic and social consequences from the under-supply of housing. These 

consequences include increased risks of experiencing homelessness, increased rental stress, increased 

social exclusion, reduced workforce attraction, poorer human capital formation, increased risk of 

business bankruptcy and lower local government revenues.  

▪ To estimate the impacts of housing under-supply on the economy we used an I-O model to 

estimate forgone GRP.  

▪ The indicative estimates show the RCV region forgoes $200 m to $1Bn in GRP.  

▪ The size of economic impacts on the RCV region is 0.5 per cent to 2.7 per cent of the RCV LGAs 

total GRP. 

▪ The economic impacts vary by types in the typology. 

▪ Peri-Metro-Urban LGAs face larger negative effects from housing under-supply. 
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10. Conclusions and recommendations 

This section synthesises the findings from the study, highlighting key directions for 
reform. Specific recommendations are made as to how RCV might advance better 
housing outcomes in country Victoria.  

10.1 Key findings 

This research has found that: 

▪ Significant investment in new housing is required across most of the RCV region, to both 

support latent economic development potential and meet the needs of an ageing 

population. 

▪ Around 87,400 additional dwellings will be required in rural Victoria over the next 15 years.  

This represents 5,800 starts per year, 40 per cent of which will need to take place in 

‘archetypal’ rural councils and ‘peri-regional centre’ councils, where achievable dwelling 

prices versus the cost of development militate against volume building. 

▪ The housing market in rural Victoria is not well placed to meet the projected demand. 

▪ Rural areas face several housing supply challenges which typically do not apply in the 

metro area or in larger regional centres: 

▪ Rural areas are characterised by smaller developers that have no incentive to innovate 

▪ Land withholding is a widespread issue, with owners inclined to drip feed local markets 

to keep profit margins up 

▪ Relatively few locations in rural areas can support small-scale multi-unit development 

of the type that would be ideal for transitory and seasonal key worker housing as well 

as long term residents looking to ‘age in place’ 

▪ Clause 11.02-1S of the Planning Policy Framework requires Councils to plan for at least a 

15-year ongoing supply of residential land within their municipalities. Ensuring that 

structure planning and planning scheme amendments for rezonings occur in a timely 

manner is essential to provide an efficient housing market. However, financial and staffing 

capacity constraints within council’s place limits on the ability to undertake this necessary 

strategic work in a timely way.  

▪ However, planning reforms and mitigating taxes and charges facing developers are unlikely 

to solve the presenting problems. While ensuring adequate land supply and enabling 

infrastructure is provided in a timely fashion is important, this is a secondary concern. 

Unless more actors are drawn into the housing supply process in rural areas, adjustments 

to planning and taxes/charges may simply result in greater margins for existing providers 

without a substantial increase in housing stock. 
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▪ The economic consequences of not taking action to resolve this issue are significant, with 

the RCV region estimated to forego $200 million and $1 billion in Gross Regional Product 

(or between 05 and 2.7 per cent of total regional GRP) if housing supply shortages are not 

resolved. The economic impacts are expected vary by location.  

10.2 Strategic directions and recommendations 

Policy issues 

The policy issues arising from this research fall into three broad groups relating to overcoming endemic 

failures in market provision of housing in rural areas, managing the impact of regulations, taxes and 

charges on new housing supply and generating housing which is appropriate and affordable for the 

workers which country areas need if they are to grow their economies.  We discuss each of these in 

turn. 

Market failure in new housing supply 

Many factors militate against dynamic and competitive markets for the supply of new housing in rural 

areas. These include: 

▪ The annual demand for new housing is very limited, sometimes counted in the mere dozens of 

dwellings or fewer in some smaller country towns. In these situations, the size of the market cannot 

support a sufficient body of competitive suppliers, setting up actual or near ‘natural monopoly’.27 

Developers with natural monopoly power can ‘drip feed’ the local market and extract price 

premiums. 

▪ The achievable prices for finished housing product whether infill or greenfield are relatively low 

compared to the metropolitan area, but the inputs including infrastructure contributions and build 

cost are much the same. As shown in Section 6, this means that the returns from development 

often fall short of what is required for viable projects, unless the proponents happen to have access 

to sites where the cost is effectively sunk.  

▪ The cost of providing enabling infrastructure like water, sewer, drainage and roads in a new 

development area will generally be beyond the financing capacity of a developer, largely because 

they would have to wait too long for reimbursement as the area slowly builds out. Meanwhile, local 

councils are generally cash strapped and are in no position to borrow to put this infrastructure in 

up front and service the debt from a rates stream which may take many years to reach maturity. 

▪ Clause 11.02-1S of the Planning Policy Framework requires Councils to plan for at least a 15-year 

ongoing supply of residential land within their municipalities. Ensuring that structure planning and 

planning scheme amendments for rezonings occur in a timely manner is essential to provide an 

efficient housing market. However, financial and staffing capacity constraints within councils place 

limits on the ability to undertake this necessary strategic work in a timely way.  

 

27 “A natural monopoly exists in a particular market if a single firm can serve that market at lower cost than 
any combination of two or more firms”. OECD, 2003, Glossary of Statistical Terms, 
https://stats.oecd.org/glossary/detail.asp?ID=3267.  

https://stats.oecd.org/glossary/detail.asp?ID=3267
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To mitigate these issues, we recommend: 

1. RCV liaise with the Victorian Planning Authority to ensure that the assessment of land supply and 

demand (and associated planning for infrastructure) is undertaken in a strategic and systematic 

way across regional Victoria. This process will support streamlined and efficient rezoning processes, 

where required.   

2. RCV support member Councils in accessing existing infrastructure investment facilities to clear 

blockages to local housing development capacity. The Commonwealth Government’s National 

Housing Infrastructure and Finance Corporation (NHFIC) runs such a scheme.28 

3. RCV advocate for a recurrent subsidy program to enable member Councils to access these funds, 

where it can be shown that local market size and development conditions make ‘standard’ debt 

servicing arrangements unworkable. 

4. RCV members fully avail themselves of already mandated Government programs targeting 

expanded housing supply in country areas, such as Victoria’s Big Housing Build. 

Taxes, charges and regulations 

As noted development margins are likely to be significantly smaller in rural areas and there is, by 

definition, less capacity to absorb the cost of taxes, regulations and charges while maintaining a viable 

project. 

It is important to distinguish between the development cost generated from taxes (such as the Windfall 

Gains Tax (WGT)) and that associated with regulatory compliance, including statutory contributions for 

infrastructure. 

With respect to regulatory compliance, it is difficult to justify lower development standards in country 

areas versus the rest of the State. These standards variously relate to site servicing (roads, water cycle 

management), provision of local open space and availability of community facilities. 

In principle, regulations should not be unduly restrictive of consumer choice on such matters as the 

floor area and construction materials for dwellings, including the provision of low build cost compact 

housing. However, there is little evidence that this is an issue in rural Victoria. Indeed, we heard that 

one of the more common forms of new housing supply in these areas is the provision of second, or 

third, compact dwellings on existing residential lots. 

On the matter of development taxes, there may be a case for rebates or waivers to recognise the 

special market conditions which apply in non-metro / non-regional centre locations. However, 

adjustments in this area are unlikely to make a material difference to supply. 

We understand that there is consternation amongst RCV members regarding the impact of the WGT. 

Based on the Government’s latest clarifications, the Tax will commence with windfalls of $100,000 but 

 

28 The National Housing Infrastructure Facility (NHIF) is a $1 billion facility that provides finance for eligible 
infrastructure projects that will unlock new housing supply, particularly affordable housing. The NHIF offers 
concessional loans, grants and equity finance to help support critical housing-enabling infrastructure. 
To be eligible for financing, an applicant must demonstrate that without NHFIC financing its project would be 
unlikely to proceed, or likely to proceed only at a much later date or with a lesser impact on new affordable 
housing. NHFIC, n.d., https://www.nhfic.gov.au/what-we-do/national-housing-infrastructure-facility/. 

https://www.nhfic.gov.au/what-we-do/national-housing-infrastructure-facility/
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will only reach its full 50 per cent rate when the gain from rezoning is $500,000 or more. Given the 

relatively low achievable prices for finished residential lots in greenfield areas or apartments in infill 

locations in in rural Victoria - versus development costs including normal profit - it is unlikely that the 

residual value of rezoned land will greatly exceed the value prior to rezoning. If the WGT were to be 

payable, this would only be because the proponent can make a normal profit as well as paying a 

premium for the site over the use value prior to rezoning. 

In our view, the case for waiving or rebating WGT in rural areas is unclear on the evidence we have 

gathered. A more compelling case can, and should, be made for rural Councils to share in the WGT 

revenue generated from regional centres and the metropolitan area. The rationale for this is that 

Victoria is one community which should share equally in the capitalised value of land use regulation 

across the State. There can only be one inner urban Melbourne where rezoning windfalls might be 

relatively large, but these windfalls are only made possible by a publicly managed settlement pattern 

that distributes higher order land uses into these areas. 

In other words, all Victorians are investors in the infrastructure, planning and urban management that 

supports economic activity in high value locations and all Victorians should share in the returns from 

this investment, not just those communities which happen to host the high value uses in question. RCV 

member Councils account for around 12 per cent of the State’s population and should, in principle, 

receive back 12 per cent of the proceeds of the WGT. Were this principle to be applied, RCV 

communities would be significant net beneficiaries from the WGT. 

Governments are typically disinclined to hypothecate taxes. Nevertheless, RCV could reasonably press 

for a compact with the State that would, in effect, see 10 per cent – 12 per cent of WGT revenues 

returned in the form of, say, infrastructure subsidies as per Recommendation 2. 

We recommend that: 

5. RCV advocate for a WGT revenue sharing deal under which a proportionate share of aggregate 

State collections would be returned to country communities in the form of housing supply 

assistance. 

Affordable housing for the rural Victoria workforce 

While support with infrastructure provision will undoubtedly assist, it is unlikely to fully address the 

structural barriers to housing supply for workers who might staff industry and services in country 

Victoria. Taking a historical perspective, this is an unsurprising proposition; markets by themselves have 

a poor record in providing housing for workers in places where they are needed. 

Those parts of Victoria represented by RCV have great latent potential to generate jobs. Poor 

availability of skills is a big challenge in unlocking this potential. One of the keys is provision of 

appropriate and affordable housing  

Jack Archer the CEO of the Regional Australia Institute summed things up well when he said in 2018. 

Unfortunately for many regions, particularly those more remote from the big cities, 

longstanding job vacancies for both highly skilled professionals and services workers and for 

lower skilled work are not new. Employers in regions tell us regularly that they have jobs 

unfilled, that they have stopped advertising or are making do with expensive temporary 
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migrants to get by. This costs those business and local economies heavily and is a drag on 

overall national job growth.29 

Undoubtedly, there is a variety of factors working against the creation of a skills pool commensurate 

with the business opportunities which undoubtedly exist in regional areas. One relates to the depth of 

local labour markets. Workers often make locational choices based on the education and job prospects 

available to all members of their household, not just themselves. Even a compelling job offer with good 

pay and conditions might be turned down if the candidate is concerned about their partner’s career 

trajectory.  

The lack of effective brokerage linking prospective employees with employers can also inhibit effective 

labour markets in rural Victoria. Recent research conducted by Jeanette Pope on pathways to work for 

young people in Central Victoria found that many employers lack proficiency in social media and other 

recruitment methods which are better aligned to the behaviours and interests of prospective 

employees.30 

Arguably, however, the greatest barrier to economic development in rural Victoria is the shortage of 

affordable accommodation, particularly for workers in lower paid but essential jobs. As we have 

discussed, regional housing markets are typically unresponsive to demand shifts. There is little or no 

investment in purpose designed rental housing, and what there is tends to come from relatively small, 

‘mum and dad’ businesses which face their own capacity constraints. The available rental housing tends 

to be a residual stock which has ‘filtered down’ to tenants as other households upgrade their homes, or 

as older residents move on to aged care accommodation and the like. 

Provision of affordable housing used to be thought of as essential infrastructure to support economic 

development. Prior to their ‘residualisation’ as a welfare safety net, the primary focus of national and 

State social housing programs was to supply workers for key industrial projects. For example, the large 

public housing estates built in Broadmeadows, Geelong and Dandenong were expressly intended to 

secure a reliable local supply of factory workers for the Ford and GMH car manufacturing plants which 

were then in full swing. Likewise, the public housing estates of the Latrobe Valley were developed to 

enable exploitation of the region’s brown coal reserves. 

Similarly, a range of State institutions and businesses like the railways, education department and 

hospital services routinely supplied local employee housing. 

The cessation of consistent and significant investment by governments in affordable housing in regional 

areas has applied a handbrake to growth in these economies. Private sector investment has not 

stepped in to fill the gap and country communities throughout Victoria are paying the price in foregone 

investment and jobs. 

A pioneering study completed by SGS in New Zealand’s Bay of Plenty Region in 2007 demonstrated the 

consequences for economic development of ignoring affordable housing provision. The Bay of Plenty 

economy is oriented towards horticulture and tourism which demands a workforce mix not dissimilar to 

 

29 Archer, J., 2018, Regional Australia suffers from rising workforce shortage, 
https://www.theland.com.au/story/5339857/job-growth-in-our-regions-no-flash-in-the-pan/?src=rss.  
30 Pope, J., 2020, How work works: getting young people employment in our growing industries, 
https://www.rdv.vic.gov.au/__data/assets/pdf_file/0010/1993717/Loddon-Campaspe-How-Work-Works-
Report-2020.pdf  

https://www.theland.com.au/story/5339857/job-growth-in-our-regions-no-flash-in-the-pan/?src=rss
https://www.rdv.vic.gov.au/__data/assets/pdf_file/0010/1993717/Loddon-Campaspe-How-Work-Works-Report-2020.pdf
https://www.rdv.vic.gov.au/__data/assets/pdf_file/0010/1993717/Loddon-Campaspe-How-Work-Works-Report-2020.pdf


 

SGS ECONOMICS AND PLANNING: RURAL VICTORIA HOUSING BLUEPRINT 116 

 

that which applies in many parts of country Victoria. The SGS study showed that failure to expand the 

supply housing which is affordable at the pay rates of the workers in question would ultimately cut 

regional GDP by at least 6% and the number of jobs by a similar order.31  

Intervention, beyond regulatory and infrastructure reforms, is necessary to reliably boost the supply of 

worker housing in rural Victoria. That is, government needs to provide incentives and support for new 

or existing market players to get into the business of building, owning and operating rental housing to 

help meet skill demands in country areas. As welcome as the Government’s ‘Big Housing Build’ is, the 

required intervention needs to go beyond social housing which already has a momentous task before it 

in mitigating poverty amongst households which have little no engagement with the labour market. 

The design of the worker housing intervention can range from ‘light touch’ measures to facilitate 

private sector engagement in this sector, through to traditional models whereby government 

mandated development corporations build, own and operate the dwellings in question. Possibilities 

include: 

▪ The Victorian and/or Commonwealth Governments reviving the National Rental Affordability 

Scheme (NRAS) in country areas, whereby private developers/investors receive an annual subsidy 

or tax credit of around $10,000 over a period of 10 years provided they (1) create new housing and 

(2) make that housing available at 80% of market rent for the duration of the subsidy period. 

▪ Replicating the Defence Housing Authority (DHA) model under which a government agency would 

aggregate capital from local ‘mum and dad’ investors for the purpose of constructing and renting 

out housing for local workers, with the returns to investors comprising both affordable rentals for 

the workers in question plus a ‘top up’ from a government recurrent subsidy along the lines of 

NRAS. 

▪ Government creating a separate funding stream and mandate to allow registered Housing 

Associations which are active in regional Victoria to develop a portfolio of permanent rental 

housing specifically targeted at meeting skills requirements in these parts of the State. 

We expect that a strong business case could be made for State Government to provide the recurrent 

rent top ups likely to be required in each of these models. It would be premised on the net increase in 

Victorian Gross Domestic Product (GDP) and consequent increases in income tax revenue that would 

follow from expanded access to skills in rural economies. 

We recommend that: 

6. RCV press State Government to commit, in principle, to a Rural Worker Housing program which 

would provide recurrent payments to parties willing to build, own and operate rental housing to 

mitigate skill shortages in country Victoria. 

7. RCV further press State Government to undertake consultations and feasibility assessments to 

establish the preferred delivery model or model(s) for this program. 

 

 

31 Capital Strategy & SGS Economics and Planning, 2007, Affordable Housing in the Bay of Plenty Region – A 
Solutions Study, https://thehub.swa.govt.nz/assets/documents/bay-plenty-housing-report.pdf  

https://thehub.swa.govt.nz/assets/documents/bay-plenty-housing-report.pdf
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Appendix A: Planning and 
development process  

TABLE 31: THE PLANNING AND DEVELOPMENT PROCESS FOR DWELLINGS  

Stage Process Notes  

Planning 

Pre-application 

Before a planning application is lodged, it 
is generally advised that the permit 
applicant meet with a planning officer to 
discuss the proposal.  

Relevant referral authorities, agencies, 
peak interest groups and neighbours may 
also be consulted prior to the lodgement 
of an application. 

Pre-application can also include: 

Due diligence preparation – 
requirements of the planning scheme, 
including State and Local Planning Policy 
Framework, zone, any overlays, relevant 
particular provisions. 

Certificate of Title – check for any 
restrictions on the land such as 
easements, restrictive covenants or 
section 173 agreements. 
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Planning 

The standard 
planning permit 
process 

Planning application 

The application is received with required 
documentation, including the prescribed 
fee. The application is registered. 

Application can be amended (s 50, s 50A) 

Referral procedures if required  

Request for further information if required  

Notice of application if required  

Application can be amended (s 57A) 

Decision 

Issue permit if there were no objections  

or 

Issue Notice of Decision if there were 
objections and the responsible authority 
proposes to approve. Issue permit after 28 
days if there is no review. 

or 

Notice of refusal  

Possible review by Victorian Civil and 
Administrative Tribunal (VCAT) 

Post approval 

Planning permit can be amended (s 72) 

The referral authority 'can be any 
person, group, agency, public authority 
or other body specified in the planning 
scheme or the Act whose interests may 
be particularly affected by the grant of a 
permit for a use or development'. They 
may request further information.  

Examples of referral authorities: Road Corporation 
(VicRoads); the Department of Sustainability and 
Environment (where the land is currently used for 
agriculture); the Environment Protection 
Authority; Country Fire Authority; a range of utility 
providers and catchment management authorities. 

If required, proposals must be 
advertised for at least 14 days, to 
owners and occupiers of adjoining land. 
Consultation with peak interest groups, 
for example key farming groups, should 
also be considered. Any person may 
submit an objection. 

If deemed necessary, such as with larger 
scale development proposals or where a 
high number of objections are received, 
the application can be taken to a council 
meeting, where it is decided whether 
the decision will be made under 
delegation (the planning officer’s 
recommendation) or if a decision will be 
made by councillors with considerations 
of the officer’s recommendation. 

A decision can be reviewed at VCAT by 
the applicant if the application is refused 
or if they are not satisfied with the 
permit conditions. An objector can also 
lodge an application for review at VCAT, 
within 28 days of receiving a Notice of 
Decision. 
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Planning 

Post-approval 

All applications 

Planning permit conditions must be 
satisfied. 

Subdivision 

Following issue of the planning permit for 
a subdivision application: 

Certification of the Plan of Subdivision by 
the responsible authority (in accordance 
with the Subdivision Act 1988). 

Obtain approvals for engineering plans (if 
required). 

Following practical completion of 
construction, obtain a Statement of 
Compliance from the responsible authority 
(final approval for subdivision). 

Lodge certified Plan of Subdivision and 
Statement of Compliance with Land Use 
Victoria. 

Title issue for each lot created. 

Planning permit conditions can require 
the endorsement of plans before 
construction begins, the preparation of 
additional supporting documents, the 
requirement of Section 173 Agreements, 
and compliance requirements. 

Local Laws 

Each council has individual local laws that 
may stipulate requirements, for example, 
relating to construction, vehicle crossovers 
and the removal of trees. 

Local law requirements are separate to 
the planning process but can run 
concurrently. 

Building Permit 

Apply for a building permit through a 
registered building surveyor. 

The building permit may include conditions 
and may specify mandatory inspections 
that will be required throughout the 
course of the building work. 

The building permit will specify that either 
an occupancy permit or a certificate of 
final inspection is required on completion 
of the building work. 

Supporting documents: 

Submit at least three copies of drawings, 
specifications and allotment plans along 
with the completed application form and 
other prescribed information. 

Pay the building permit levy. 

Post Approval 

Construction 

Inspection and certification 

Sale 

Conveyancing and settlement 
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Appendix B: Planning considerations 

TABLE 32: PLANNING CONSIDERATIONS FOR DWELLINGS AND RESIDENTIAL SUBDIVISION 

Policy (section of 
the planning 
scheme) 

Purpose Requirements / considerations 

Planning Policy 

Framework (PPF) 

– State policies 

 

The PPF applies to all planning 

schemes. The framework 

comprises general principles 

for land use and development 

in Victoria and specific policies 

dealing with settlement, 

environment, housing, 

economic development, 

infrastructure, and particular 

uses and development. 

Relevant to rural council 

areas, the PPF seeks to protect 

agricultural land and natural 

resources. It encourages 

urban consolidation and the 

focuses future growth in 

Metropolitan Melbourne and 

regional cities, while 

encouraging sustainable 

development in regional 

centres such as those found in 

rural council areas. 

There are several housing 

typologies identified in the 

PPF, including growth areas 

(including PSP areas), peri-

urban areas and coastal 

settlement.  

 

State policies that are incorporated in the planning 
schemes, relevant to rural council areas include: 

Plan Melbourne 2050 

Great Ocean Road Region Strategy 2004 

Victorian Coastal Strategy 

Coastal Spaces Recommendations Report 2006 

Regional catchment management strategies and 

regional waterway strategies 

Regional Growth Plans: 

Central Highlands Regional Growth Plan 

(Victorian Government, 2014) 

G21 Regional Growth Plan (Geelong 

Region Alliance, 2013) 

Gippsland Regional Growth Plan (Victorian 

Government, 2014) 

Great South Coast Regional Growth Plan 

(Victorian Government, 2014) 

Loddon Mallee North Regional Growth 

Plan (Victorian Government, 2014) 

Wimmera Southern Mallee Regional 

Growth Plan (Victorian Government, 2014) 

Planning Policy 

Framework (PPF) 

– Local policies 

The local policies of the PPF 
sets a local and regional 
strategic policy context for a 
municipality. It comprises the 

The local policies of the planning scheme allow the 

implementation of any strategy prepared by 

council. Relevant to residential proposals are any 
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 MSS and specific local 
planning policies. 

It gives a planning authority an 
opportunity to state its view of 
a planning issue and its 
intentions for an area. 

adopted land use strategy such as a housing 

strategy or rural land use strategy. 

 

Zoning 

The planning scheme zones 
land for particular uses, for 
example, residential, and each 
zone has a purpose and set of 
requirements. 

There are various types of 
residential zones that have 
different density and permit 
requirements. 

The Urban Growth Zone 
implements Precinct Structure 
Plans to an area.  

Permit requirements for land use and buildings and 
works 

Variations to Clause 54 and 55 

Height requirements 

Minimum garden area 

 

Overlays  

An area of land may also be 
affected by an overlay or 
multiple. If an overlay applies, 
the land will have some 
special feature such as a 
heritage building, significant 
vegetation or flood risk. 

The Development 
Contributions Plan Overlay 
implements a Development 
Contributions Plan, where 
council has prepared one. 

Permit requirements for land use and buildings and 
works 

Referral authorities 

Particular 
Provisions 

 

Particular provisions are 
additional specific 
prerequisites or planning 
provisions for a range of 
particular uses and 
developments. 

Particular provisions relevant to residential 
proposals include: 

Clause 52.02 Easements, restrictions and reserves 
– enables the removal and variation of an 
easement or restriction. 

Clause 52.06 Car parking – stipulates car parking 
requirements for different uses.  

Clause 52.17 Native vegetation – requires a 
planning permit where native vegetation is to be 
removed.  

Clause 53.01 Public open space contribution and 
subdivision – applies to subdivision applications 
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and requires contributions for public open space 
where stipulated by the council.  

Clause 53.02 Bushfire planning – aims to reduce 
bushfire risk and specifies bushfire design and 
construction measures. 

Clause 53.18 Stormwater Management in Urban 
Development – manages stormwater in urban 
development and provides design standards. 

Clause 54 and 55 ‘ResCode’ – applies to the 

development of one or more dwellings on a lot 

located in a residential zone. Note that it does not 

apply to the Low Density Residential Zone and 

Rural Living Zone. It sets out design requirements 

and standards for development under five storeys. 

Clause 56 Subdivision – applies to residential 

subdivision proposals located in a residential zone, 

except Low Density Residential Zone and Rural 

Living Zone. It sets out design requirements and 

standards for residential subdivisions. 

Clause 58 Apartment developments – applies to 

residential development with five or more storeys, 

located in residential zones as well as commercial 

zones. It sets out design requirements and 

standards. 
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Appendix C: Developer contributions 
in Rural Councils Victoria 

TABLE 33 DEVELOPER CONTRIBUTIONS IN RURAL COUNCILS VICTORIA 

LGA 
DCP 
(Y/N) 

LOCATION AND AREA 
CHARGE PER 
DWELLING 

CLAUSE 53.01 Public open 
space contribution 

Alpine N N/A N/A None specified 

Ararat N N/A N/A None specified 

Bass Coast N N/A N/A 

All subdivisions of 3 or more 
lots in residential, industrial, 
mixed-use and commercial 
zones = 5% contribution 

Baw Baw Y 

All land covered by 
Warragul (area 1a - 
27) and Drouin (area 
28 - 47) DCPs 
 
DCPO1 Zoning = 
PCRZ, RAZ, PUZ1, 
PUZ5, FZ, TZ, SUZ2, 
LDRZ, RDZ1, SUZ1 

Total development & 
community 
infrastructure 
$251.89 - area047 
$933.78 - 001a, 001b, 
001c, 002a, 002b, 
003a, 015, 021b, 022, 
023 
$933.84 - area048 
$1,047.71 - area028, 
037 
$1,454.16 - area043 
$1,500.13 - area029, 
030, 031, 032, 034, 
038, 046 
$1592.26 - area033 
$1,600.62 - area040, 
041, 044, 045 
$1,635.80 - 027, 026, 
025b, 025a, 024b, 
024a, 021a, 020, 019, 
018, 017b, 017a, 016 
$1,664.70 - area003b, 
003c 
$1,675.24 - area011a, 
012, 013 
$1,701.35 - area008 
$1,712.89 - area014b 

Contribution for public open 
space to all land within Drouin 
Precinct Structure Plan and 
Warragul Precinct Structure 
Plan = 4.5% of Net Developable 
Area for neighbourhood parks. 
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$1,738.85 - area042 
$1,741.78 - area010b 
$1,773.88 - area035, 
036 
$2,082.17 - area014a 
$2,091.09 - area004 
$2,092.88 - area005a, 
005b, 006,  
$2,099.71 - area010a 
$2,130.53 - area009 
$2,354.74 - area011b 
$2,383.63 - area007 
$2,732.94 - area002c 

 

Average = $1,620.03 

Campaspe N N/A N/A 

All land within residential zone 
(not LDRZ) = 5% of the value of 
the land 
All  land within LDRZ = 2.5% 
value of the land 

Colac-Otway N N/A N/A 

Land within Colac / Elliminyt, 
Apollo Bay / Marengo and 
Birregurra urban settlement 
boundary: 
- 2-4 additional lots = 5% 
- 5 additional lots or more = 5% 
and an additional 1% per 
additional lot created in excess 
of 4 additional lots, up to max 
10% 
 
All other areas excluding FZ, 
RAZ, RCZ land: 
- 2 additional lots or more = 5% 

East 
Gippsland 

Y 

Applies to DCP01 - 
Part 1 of Lakes 
Entrance Northern 
Growth Area  

Not specified … 
Actual cost 
contribution 
attributable to 
development = 
$10,782,402 

None specified 

Hepburn N N/A N/A 
All residential, industrial and 
commercial subdivision = 5% 
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Macedon 
Ranges 

Y 

DCP01 - Applies to all 
land in Romsey in the 
DCP01 Area 
Zoning = IN3Z 
 
DCP02 - Applies to all 
land in Gisborne and 
New Gisborne in the 
DCP02 area 

Total development 
infrastructure charges 
- DCPO1 area 
$971.82 - area 1 
$1,191.86 - area 2 
$4,378.52 - area 3, 
area 4 
$3,046.23 - area 5 
$2,826.19 - area 6 
$2,543.61 - area 7 
$5,730.27 - area 8 
$0.00 - area 9, area 
10 
Average = $2586.06 
 
Total charge per 
residential lot - DCP02 
area 
$410.35 - area 3, 5, 6, 
7, 8 
$618.18 - area 9, 12 
$989.51 - area 10 
$1,190.00 - area 13 
$1,256.13 - area 2 
$1,301.24 - area 15 
$1,502.73 - area 14 
$2,164.09 - area 4 
$2,363.77 - area 1 
$5,436.55 - area 11 
Average = $1723.26 

All land = 5% contribution for 
public open space 

Total Average = 
$2154.66 

Mitchell Y 

DCP01 - Applies to all 
land within Lockerbie 
Precinct Structure 
Plan area 
Zoning = UGZ1 
 
DCP02 - Applies to all 
land within Lockerbie 
North Precinct 
Structure Plan area 
Zoning = UGZ2 

Development + 
Community 
Infrastructure - 
DCP01 area 
$279,911.32, plus 
$1,150 per dwelling 
 
Development + 
Community 
Infrastructure - 
DCP02 area 
$254,858, plus $1,150 
per dwelling 

Land shown as UGZ1 (Lockerbie 
PSP) = 2.03% contribution. Must 
be in accordance with R21 of 
Section 3.2 in Lockerbie PSP, 
May 2012. 
 
Land shown as UGZ2 (Lockerbie 
North PSP) = 3.24% 
contribution. Must be in 
accordance with R17 of Section 
3.2 in Lockerbie North PSP, 
March 2012. 
 
Kilmore & Kilmore East infill 
development = 4% of site value 
cash contribution in accordance 
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with the Kilmore Infrastructure 
Funding Framework, July 2017. 

Moira N N/A N/A 
All residential subdivision = 5% 
contribution 

Moyne N N/A N/A 

Residential = 5% of the NDA of 
land 
Rural residential = 1% of the 
NDA of land 

Queenscliffe N N/A N/A 
Former Queenscliff High School 
site = nil contribution 

South 
Gippsland 

N N/A N/A 

All residential, commercial or 
industrial land = minimum of 
5% 
Any subdivision that does not 
qualify for exemption under cl 
53.01 = a minimum of 5% 

Southern 
Grampians 

N N/A N/A 

Land in DPO1 = 5% contribution 
Land in DPO7 = 5% contribution 
Land in DPO8 = 1.5% 
contribution 

Surf Coast Y 

DCP01 - applies to 
Briody Drive West, 
Torquay (25 Illawong 
Drive, 170 
Grossmans Road, 95-
135 & 135A Briody 
Drive, 150-170 
Briody Drive, 80-140 
& 128A Briody Drive 
and 89 Coombes 
Road) 
 
DCP02 - applies to all 
land within 
boundaries of 26 
areas in Torquay-Jan 
Juc DCP. 
Zoning includes: 
LDRZ, PPRZ, GRZ1, 
CDZ2, PUZ1, C1Z, 
IN3Z 

All infrastructure - 
DCP01 
$15,090.05 per 
hectare (not dwelling) 
 
Community 
infrastructure 
residential - DCP02 
$283.37 - area 012 
$1,075.55 - areas 015 
- 026 
$1,150.00 - areas 001 
- 011, 013, 014 
 
Average = $836.31 

Subdivision of land within 
Torquay-Jan Juc urban 
settlement boundary and within 
the Winchelsea urban 
settlement boundary: 
- 1 additional lot = none 
- 2 to 9 additional lots = 1% per 
additional lot 
- 10 or more lots = 10% 
 
Subdivision of land throughout 
Shire other than within 
Torquay-Jan Juc & Winchelsea: 
- 1 additional lot = none 
- 2 to 4 additional lots = 1% per 
additional lot 
- 5 or more additional lots = 5% 

Wellington N N/A N/A 
GRZ1, LDRZ, TZ, MUZ, RLZ = 5% 
contribution 



 

 

 

 

 
 
 
 


