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Urban productivity and 
affordable rental housing 
supply

Overview of Inquiry research findings

Professor Nicole Gurran, University of Sydney



The “superstar city” paradox – economic 
success = affordability pressures – productivity 
implications?



Inquiry research focus



Productivity and rental housing
Productivity = the ratio of economic 
outputs relative to labour or capital 
inputs

Grows in cities through 
agglomeration - clustering of 
activities, skilled labour and 
knowledge 'spill-overs’ 

Rental housing can support this 
agglomeration process by enabling 
workers to relocate to job-rich 
regions (and for lower income 
workers to remain) 

Jobs distribution by capital city and balance 
of state, 1994–2014, State of Australian 

Cities MCU 2015 



Affordable rental housing critical for lower 
income (Q2); critical segment of workforce



Inquiry research program
How has the supply of affordable/available private rental housing changed 
2011-2016; what is the performance of capital cities and satellite cities in 
providing affordable and available supply for Q2 households?

How does the changing supply of affordable rental housing for the second 
lowest income quintile households in Australian cities affect labour force 
participation including job accessibility and commuting cost burden?

How can strategic spatial planning and funding interventions leverage 
affordable rental housing choices near employment, enhancing urban 
productivity?

What possibilities for affordable housing supply are provided by smart city 
and innovation-led employment strategies, especially for regional and outer 
metropolitan areas? 



National analysis (ABS rental data 1996-2016, planning analysis) + case 
study areas (employment, transport data and policy analysis)

Sydney & Melbourne 
(major capital city 
employment centres and 
housing markets)
Wollongong & Geelong –
satellite cities with own 
economic base & labour 
supply but also housing 
options for commuters to 
major cities



Key findings



Findings 1: Changing supply 
of affordable & available 
private rental housing



Long term growth and change in private 
rental sector (PRS)
PRS grew by 17 per cent in 2011–
2016, more than twice the rate of 
household growth (7%)



BUT- national shortage of 173,000 
PRS dwellings that are affordable 
and available for Q2 households
Shortage most extreme in Sydney



Affordable rental housing supply decreased in Sydney 
but increased in outer Melbourne 2006-2016



Competition for affordable rental housing means 
net shortage for Q2 hh – 46% in rental stress (29% in 
2006)





Findings 2: Affordability / 
commuting / labour market 
participation trade-offs for Q2 
rental households



Geography of jobs / affordable rental housing

Geography of PRS supply affordable and available to Q2 gravitating 
away from central city employment opportunities
Lower paying jobs near lower cost housing (but limited supply of both)

Long commutes?
Lower workforce participation?



Affordable rental 
stock at edge of 
Sydney’s outer 
suburbs; very 
limited supply; 
limited 
employment 
opportunities



Geography of 
jobs & affordable 
supply slightly 
more dispersed 
in Melbourne 



Diverse & self-contained job markets in satellite cities; more affordable 
rental housing – but longer term impacts of de-industrialization?



Low income renters endure housing stress; 
commute stress; or barriers to employment

Lower income households in 
Sydney and (to a lesser degree) 
Melbourne appear to trade off 
affordable rental housing for 
access to jobs

Travel costs significant - low-
income workers in Sydney and 
Melbourne pay an average of 8.6 
per cent and 9.4 per cent of 
their gross income on 
commuting



Full time workers, single part time workers, still paying 
unaffordable rents in inner / middle Melbourne; and non 
labour force participants more likely to be in outer areas



Findings 3: City Deals 
/ the role of planning 

/ digital innovation



National review of capital city strategic 
planning frameworks 

Strategy Population 
growth

Jobs/productivity Housing target Affordable 
housing target

A Metropolis of 
Three Cities: 
Greater Sydney 
Region Plan 
(2018) 

82,000 pa - from 
4.7m (2016) to 
8m (2058)

817,000 jobs,  
spatially organised 
across 3 ‘cities’ & 
subdistrict centres

725,000 new 
dwellings over 20 
years; allocated to 
three districts (29% 
West; 44% East; 27% 
Central) 

5-10% of new 
residential 
floorspace
(defined prior to 
rezoning)

Plan Melbourne 
2017–2050: 
Metropolitan 
Planning 
Strategy (2017) 

97,000 pa - from 
4.5 million 
(2015) to 7.9 
million (2051) 

1.5 million new 
jobs; funding for 
industry/ 
infrastructure 
support 

1.6 million new 
dwellings; includes 
policy direction to 
deliver more homes 
closer to jobs & 
public transport 

Not specified

Plan aims to 
increase the 
supply of social & 
affordable housing



Spatial strategies for transport, jobs, housing 
production but not affordability
Improving transport 
connectivity to growth areas
Providing & protecting 
employment lands 
Increasing housing densities 
near existing employment 
centres & transport nodes 
Encouraging jobs growth in 
subregional/ local centres 
Planned capacity for new 
production
Negligible requirements for 
affordable rental housing

“Increased development of residential areas in 
Melbourne up to the 75th percentile level of 
total permitted density (17.3 dwellings per 
hectare), would accommodate an extra 
245,983 dwellings without changing land-use 
zoning. This figure rises to 660,469 if residential 
zones were developed to the current 90th 
percentile density of 29.9 dwellings per 
hectare”



Strategic place based funding interventions can catalyse
employment, transport, housing, governance … 



International evidence: place-based deals 
as strategic funding interventions

Objectives & performance 
frameworks need to be explicit & 
governance arrangements robust & 
transparent
Additional capacity funding for local 
governments needed

Focus on (transport) infrastructure -
benefits to disadvantaged groups 
often unclear
If housing considered, emphasis on 
overall supply, not need/ market 
impacts of investments & potential 
displacement



Western Sydney City Deal
20-year framework for existing and new investment, 
planning, and infrastructure provision; emphasises 
connectivity (North-South rail link)
38 commitments for ‘a liveable 30-minute city, with 
infrastructure and facilities that bring residents closer  
to jobs, services, education and the world’ 
(Department of Infrastructure, Regional Development 
and Cities 2019: 1)
It anticipates 200,000 new jobs, largely stimulated by 
the Western Sydney Aerotropolis, 
+industry investment, agri-business, science and 
technology, higher education
20-year housing supply targets for Western Sydney 
District (184,500), references affordability
No specific affordable housing provisions



Affordable rental housing supports innovation districts 



Potential role of satellite cities

‘Anchor’ institutions a strong basis for 
new knowledge industry ‘clusters’. 

Geelong City Deal catalysing local jobs and 
investment; Innovation Precinct (Deacon, 
CSIRO ++)  -
Wollongong also seeking to diversify local & 
regional economy – University Innovation 
Campus

Lifestyle, amenity, lower cost housing 
benefits offer competitive advantages



Implications & Conclusions



Potential policy options

“Concentrated decentralization” –
jobs in strategic / accessible 
locations

Improve accessibility of existing 
affordable rental housing markets

Increase affordable rental supply in 
key employment areas

Place based deals – infrastructure, 
transport

Preserve / create affordable areas in 
places gaining uplift (value capture)

Inclusionary planning – targeted 
rental supply for Q2 (small scale)
Build to rent (with affordable rental)
Use of government land for 
affordable rental



Increase affordable rental supply – available 
to Q2 renters
Potential to increase supply 
of housing affordable & 
available to Q2 renter 
households 

Job rich locations – need $ & 
planning requirements to 
subsidise 
Accessible but lower cost 
‘market’ rental housing 
affordable but availability 
limited eg Liverpool & 
Blacktown, Sydney –
encourage & mandate AH
Secure AH if investing in 
transport / infrastructure



Post Covid implications?

Increased potential for 
‘concentrated decentralisation’

Regional rental housing crises –
linked to labour market shortages

Place based strategies – address 
internal and networked 
connectivity + housing
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